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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”) OF THE STOCK EXCHANGE OF HONG
KONG LIMITED (THE “STOCK EXCHANGE")

GEM has been established as a market designed to accommodate companies to which a high investment risk may
be attached. In particular, companies may list on GEM with neither a track record of profitability nor any obligation
to forecast future profitability. Furthermore, there may be risks arising out of the emerging nature of companies
listed on GEM and the business sectors or countries in which the companies operate. Prospective investors should
be aware of the potential risks of investing in such companies and should make the decision to invest only after
due and careful consideration. The greater risk profile and other characteristics of GEM mean that it is a market
more suited to professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on GEM may be more
susceptible to high market volatility than securities traded on the Main Board and no assurance is given that
there will be a liquid market in the securities traded on GEM. The principal means of information dissemination
on GEM is publication on the internet website operated by the Stock Exchange. Listed companies are not generally
required to issue paid announcements in gazetted newspapers. Accordingly, prospective investors should note
that they need to have access to the GEM website in order to obtain up-to-date information on GEM-listed
issuers.

The Stock Exchange takes no responsibility for the contents of this report, makes no representation as to its accuracy or
completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the
whole or any part of the contents of this report.

This report, for which the directors of TELEEYE HOLDINGS LIMITED (the “Company”) collectively and individually accept full
responsibility, includes particulars given in compliance with the Rules Governing the Listing of Securities on the Growth
Enterprise Market of the Stock Exchange for the purpose of giving information with regard to the Company. The directors,
having made all reasonable enquiries, confirm that, to the best of their knowledge and belief: (1) the information contained in
this report is accurate and complete in all material respects and not misleading,; (2) there are no other matters the omission
of which would make any statement in this report misleading, and (3) all opinions expressed in this report have been arrived
at after due and careful consideration and are founded on bases and assumptions that are fair and reasonable.

1



S

2]
ACI G N/N
2

3

5 & B AR

E7

H A &2 A
7§54 B AR
THER

Bt 7T B B R X

BB AR (B 1R)
R

RN, (&E)

DKTA:Erfﬁ
VNN ey HHA
LHEBRER

FRELRARF (BR) CEMW)

EET“HxﬁﬁEE al([A2e)EFw ([E5w])E
T [ANEE])BE
ﬂiﬂﬂ +E¢:MHZ$W§VQQ%5
ZEMFERBAzALEZLBHFTOT

KEME AT (B

RESULTS

The Board of Directors (the “Board”) of TeleEye Holdings Limited
(the “Company”) hereby announces the unaudited consolidated
results of the Company and its subsidiaries (collectively referred
to as the "Group”) for the three months ended 30 September

2005, together with the comparative unaudited figures for the
corresponding period in 2004, as follows:

Turnover
Cost of sales

Gross profit

Other operating income

Distribution costs

Administrative expenses

Research and development expenditure

Profit/(Loss) before taxation
Taxation

Profit/(Loss) for the period

Attributable to:
Equity holders of the Company
Minority interests

Basic earnings/(loss) per share (HK cents)

Ff &

Notes

BEhAA=+H1Lt

Three months ended

30 September

—FFLF
2005
Tz
HK$'000

(REEER)
(Unaudited)

9,023
(4,250)

4,773

127
(1,943)
(1,738)
(739)

480

480

461

480

S
¥
=)}

—EENEF
2004
FAET
HK8'000
(REHEZ)
(Unaudited)

6,530

(2,721)

3,809

93
(1,879)
(1,717)

(1,183)

(877)

(877)

(841)
(36)

(877)

(0.47)
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NOTES:

Basis of preparation

The Company was incorporated in the Cayman Islands with
limited liability and its shares are listed on the Growth Enterprise
Market (the “GEM") of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). Its ultimate holding company
is Etin Tech Limited, a company incorporated in the British
Virgin Islands.

The unaudited consolidated results have been prepared in
accordance with accounting principles generally accepted in
Hong Kong and the applicable disclosure requirements of the
GEM Listing Rules. They have been prepared under the historical
cost convention as modified for revaluation of investments in
securities.

The accounting policies adopted in the preparation of the
unaudited consolidated results are consistent with those adopted
by the Group in its annual accounts for the year ended 30
June 2005.

In 2004, the Hong Kong Institute of Certified Public Accountants
(the "HKICPA") issued a number of new or revised Hong Kong
Accounting Standards and Hong Kong Financial Reporting
Standards (hereinafter collectively referred to as “new HKFRSs")
which are effective for accounting periods beginning on or after
1 January 2005. The adoption of the new HKFRSs had no
material impact on the Group's results of operations and financial
position except certain presentation and disclosure of financial
statements would be changed.

Turnover
Turnover represents the amount received and receivable for

goods sold, less returns and allowances, to outside customers
during the period.

Profit/(Loss) before taxation
BEhAhA=+AHL
=f@A
Three months ended
30 September

—E2LF —ZETMEF
2005 2004
FET T
HK$°000 HK$'000
(REEER) (R EZ)
(Unaudited) (Unaudited)
BREALEF (BEB) Profit/(Loss) before taxation has been arrived
MR (GEA) - at after charging/(crediting):
BRBARNE R 2 HH Amortisation of capitalised development costs 131 377
RBEBZREZRE Dividends from investments in securities (37) (24)
FLEM A Interest income (88) (65)
| 4.  Taxation

HRAEERE L 2K EEA AR NEEREE
B HGEEF RGN T2 RE Rt R ERE
W BUBEMBRERTBEFETENESH -

Eﬁ\ﬁfmi%%EEEZﬁIEE?EEEQET?%%EZ@
A ETE -

No provision for Hong Kong Profits Tax has been made in the
financial statements as the Group's operation in Hong Kong
either incurred tax losses, or its estimated assessable profit was
wholly absorbed by tax losses brought forward during the
periods.

Taxation arising in other jurisdictions is calculated at the rates
prevailing in the relevant jurisdictions.
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Earnings/(Loss) per share

The calculation of basic earnings/(loss) per share is based on
the Group's unaudited profit attributable to equity holders of
the Company for the three months ended 30 September 2005
of approximately HK$461,000 (2004: loss of approximately
HK$841,000) and on 180,000,000 ordinary shares in issue
during the three months ended 30 September 2005 (2004:
180,000,000 ordinary shares).

No disclosure of diluted earnings per share for the three months
ended 30 September 2005 has been presented because the
exercise price of the Company’s options was higher than the
average market price of the Company's shares for the period.

No disclosure of diluted loss per share for the three months
ended 30 September 2004 is shown as the effect of the
potential ordinary shares in issue would result in a decrease in
loss per share for the period.

REED

HBEBNER 2 IRE

At 1 July 2004
(audited)

Exchange differences on

MELZERZE translation of overseas operations
BEESFKRE Revaluation of investments in
securities
I R & AR Net gains (loss) not recognised in the
Wz (B1B) 38 income statement
ARAERFEA Loss attributable to the equity holders
EiEE A of the Company
ZEMENAZTA At 30 September 2004
(ﬂiﬁ‘“%ﬁ) (unaudited)
R-ZZZEELA-A At 1 July 2005
(RER) (audited)
RBREEMER2RE Exchange differences on
MEEZEREE translation of overseas operations
EESRE Revaluation of investments in
securities
YRERBRAREZ Net gains (loss) not recognised in
Wiz (B8R) B8 the income statement
AAREEREA Profit attributable to the equity
FEfh R holders of the Company

R-ZZEZEFNA=1H
(RBER)

At 30 September 2005
(unaudited)

6. Movement of reserves
RE RE
ig7) ER Eff Al gl
"E 1 i i (& 4t) @t
Investment Retained
Share Translation revaluation Special profits
premium reserve reserve reserve (Deficit) Total
FET FAET FET FET FAET FAETL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
21,605 (81) (257) 14,990 (6,179) 30,078
- ©) - - - )
- - 346 - - 346
- (3) 346 - - 343
- - - - (841) (841)
21,605 (84) 89 14,990 (7,020) 29,580
21,605 (18) 425 14,990 (9,463) 217,539
- 22 - - - 22
- - 394 - - 394
- 22 394 - - 416
- - - - 461 461
21,605 4 819 14,990 (9,002) 28,416
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INTERIM DIVIDEND

The Board does not recommend the payment of an interim
dividend for the three months ended 30 September 2005 (2004:
Nil).

FINANCIAL AND BUSINESS REVIEW

For the three months ended 30 September 2005, the Group
recorded a turnover of approximately HK$9,023,000, representing
an increase of 38% as compared with approximately HK$6,530,000
of the same period last year. In comparison with the previous
quarter ended 30 June 2005, turnover for this quarter ended 30
September 2005 increased by approximately 19% or approximately
HK$1,409,000. The Group recorded a profit attributable to the
equity holders of the Company of approximately HK$461,000 for
the three months ended 30 September 2005, a turnaround from
the loss attributable to the equity holders of the Company of
approximately HK$841,000 for the same period last year. Earnings
per share for the three months ended 30 September 2005 was
HKO0.26 cent, compared with loss per share of HK0.47 cent in the
corresponding period in 2004.

Overall operating cost reduced by 7.5% from approximately
HK$4,779,000 in the same quarter last year to HK$4,420,000 in
this quarter. Such decrease is due to the implementation of
effective cost control measures and efficient allocation of resources
applied among the Group. As at 30 September 2005, the Group's
financial position remained liquid and healthy with approximately
HK$16 million of bank balances and cash. The Group is financially
able to make necessary investments as and when opportunities
arise.

Growth in turnover can be attributable to the aggressive marketing
efforts and increased competitiveness of new products launched
last year. Turnover from TeleEye IlI+ VRB/VXB Video Recording
Transmitter accounted for approximately 26% of the Group's
turnover (2004: not applicable). TeleEye video surveillance systems
and TeleEye cameras generated approximately 52% (2004: 80%)
and approximately 33% (2004: 11%) of the Group’s turnover,
respectively.

The achievement of profitability signified a breakthrough of the
Group into a new era of growth in both revenue and profit. It also
reflected management's effort of offering a wide range of high-
tech products and customer services to the market, and the
optimisation of the Group's operational efficiency in a competitive
environment. During the quarter under review, the Group continued
to conduct seminars in various countries with a view to strengthen
the brand image.

In July 2005, the Group launched TeleEye SF389 Outdoor Day/
Night IR Camera. It can produce accurate image colour and
keep the image focus under both visual and IR illumination. It
does not rely on any external light source even in complete
darkness. The Group will further widen its camera product line by
launching models of cameras with different new features.
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Award

In October 2005, the Group launched TeleEye 3G Mobile Video
Surveillance Solution (“TeleEye 3G”). TeleEye 3G is a one-
plug module of mobile camera providing remote viewing and
alarm verification applications over 3G mobile network. Apart from
the 3G network in Hong Kong, the TeleEye 3G is also compatible
with UMTS in other countries. The TeleEye 3G had won the Gold
Award in the 3G Application Category in the First Hong Kong
Wireless Technology Excellence Awards co-organized by the Hong
Kong Wireless Technology Industry Association and the Hong Kong
Productivity Council.

The Group also launched TeleEye RX304 Video Recording
Transmitter (“RX304") in October 2005. RX304 is a 4-channel
all-in-one video recording transmitter, using the Group’s second
generation proprietary compression technology that allows users
to conduct simultaneous recording and remote access to live video
with no degradation in video quality and image update rate. It is
one of the first video recording transmitters in the world that is
compliant to the recognized British Standard BS8418:2003. RX304
had won the Gold Award in the 2005 Hong Kong Electronic
Industries Association (HKEIA) Award for Outstanding Innovation
and Technology Products in the security category during the Hong
Kong Electronics Fair 2005, the largest electronic product exhibitions
in Asia and the second largest in the world.

PROSPECTS

The Group will continue its core business objectives to develop
innovative and quality products for the market, and expect that
the RX304 and TeleEye 3G can contribute significantly to the
Group's revenue in the future. The Group is planning to explore
into new markets and establish overseas branches in countries
with good market potential. The directors are optimistic of the
future growth of the Group and believe that the Group can continue
to be a pioneer in the global digital video surveillance market.

DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS IN
SHARES AND SHARE OPTIONS

At 30 September 2005, the interests of the directors and chief
executives and their associates in the shares and share options of
the Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Future Ordinance (“SFO"))
which were required pursuant to Section 352 of the SFO, or
which are required pursuant to Rule 5.46 of the GEM Listing
Rules, to be notified to the Company and the Stock Exchange,
were as follows:

Long position in shares:

(a)  Ordinary shares of HK$0.01 each of the Company

FEERT AR BT

ExnR g7} ZEREE RAEEF G

Number of Percentage of

issued the issued

ordinary share capital

Name of director Capacity shares held of the Company

RIEEIB L HEEHEEFE (K1) 104,000,000 57.8%
Dr. Chan Chok Ki Held by controlled corporation (note 1)

PRIF#HE L HXEFEETE (M) 104,000,000 57.8%

Dr. Chan Cheung Fat

Held by controlled corporation (note 1)
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN
SHARES AND SHARE OPTIONS (Continued)

(b)  Share options

EERE & 4% BEBEREHAE HERGHAE
Number of share Number of

Name of director Capacity options held underlying shares

BRIEETS + BExREAA (Hit2) 2,700,000 2,700,000

Dr. Chan Chok Ki Beneficial owner (note 2)

FEGREL ERBEAA (Hit2) 2,160,000 2,160,000

Dr. Ma Chi Kit Beneficial owner (note 2)

MRZEE EREAA (HiE2) 2,044,000 2,044,000

Mr. Ho Ka Ho Beneficial owner (note 2)

W&t Notes:

() R-ZZEZREFAAZ=Z1TH - UWFEHARA
B3 1TIR AR 49 57.8% 2 I 19 B Etin - City
Limited# & ° Etin City Limitedf Etin Tech
Limited & i K1 Z B R Q7 5 Bl & 70% &
30% 2 th I#F A - Etin Tech Limited J5 £ &
EEFL  BReEREL SE4FLIRAX
SHRAEDRIIEKI44.3% « 34.30% ~ 14.30%
7% B HE - ARBRIEREE T REEF
BETEEABRERS LT EFIESITE
30%3k LA I 2 Etin Tech Limited 2 & Z ## -
M & 4 1R YE ¥ B FT A B Etin City Limited
BHARG ZK G -

2) ZEBREDIRBEARRBRNZEBREST
RTES  ARABRESEZFBHRT
X ERmEstEl] —6 -

BREXBEBEENH - REZUAEEEE 2T
BERWBRRZREABRDIN RZFFTRAFALA=
TH ARAZEER TBTBRABRBEZBHEA
T W AR A S EATAI AR EOR B 2B AR - 12
B REFTHEBEEMEDEIOAR °

B ESE

(i) BRATBRESTE(TBRABRES]
ARARRBENR —_ZEET—FNUNA+_BHEBEBZ—
TERZEFEWBRATERERTE - BEUAHEAR
AINENBARZHTESENEEHAER 2
BRI K/ A RBRRDPEIER ETATEL 2
BERTUETE - REAEREZERERTH
BAENT IR EBRO.6OBTRBEBARRZ
FEBER MBEFETFREZBERES X
Z & E D ELE A 14,400,0000% o a] & F (LA
AT ZBEREZRMHDEE TR #E 3,600,000
Hﬁ °

EREEYARAZNEATIREBEZEBERL DA
AFED REZEREEERQFRMDILAIZE
RAEBEER Al ERAEA - + A E
A -=+@ARM+ @R Z % 2 {F [ &
N BEXRFITHEE X EREATE Z25%
50% * 75%/ 100% ° ZEERERZ B A 1TE
Z BB TERBER -

(1) These shares, representing approximately 57.8% of the
issued share capital of the Company as at 30 September
2005, are held by Etin City Limited, which is owned by
Etin Tech Limited and CityU Enterprises Limited in the
proportion of 70% and 309%, respectively. Etin Tech
Limited is owned by Dr. Chan Chok Ki, Dr. Chan Cheung
Fat, Dr. Ma Chi Kit and Mr. Ho Ka Ho in the proportion
of approximately 44.3%, 34.3%, 14.3% and 7.1%,
respectively. As Dr. Chan Chok Ki and Dr. Chan Cheung
Fat are entitled to exercise or control the exercise of
30% or more of the voting power in general meetings
of Etin Tech Limited, they are deemed to be interested
in the entire shares in the Company held by Etin City
Limited.

(2)  The share options are granted to the directors pursuant
to the share option schemes adopted by the Company,
details of which are set out under the header of “Share
Option Schemes” below.

Save as disclosed above, and other than a nominee share in a
subsidiary held by a director in trust for the Group, at 30 September
2005, none of the directors, the chief executives of the Company
nor their associates had any interests or short positions in any
shares, underlying shares or debentures of the Company or any of
its associated corporations.

SHARE OPTION SCHEMES

(i) Pre-1PO Share Option Scheme (the “Pre-IPO Scheme”)
The Pre-IPO Scheme was adopted pursuant to a resolution
passed on 12 April 2001 to recognise the contribution of
executive directors and employees of the Company and its
subsidiaries to the growth of the Group and/or the listing
of the Company's shares on the GEM. The options granted
under the scheme grant the right to the holder to subscribe
for new ordinary shares of the Company at HK$0.60 per
ordinary share and the maximum number of shares in
respect of which options might be granted under the
scheme was 14,400,000. The number of shares in respect
of which options might be granted to any individual was
not permitted to exceed 3,600,000.

Options might be granted without any initial payment.
Options granted are exercisable to the extent of an aggregate
total of 25%, 50%, 75% and 100% at anytime after 6
months, 18 months, 30 months and 42 months,
respectively, from the commencement of the trading of the
shares of the Company on the GEM, and have a duration
of 10 years from their respective vesting dates.
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Date of grant
FRRCESR
Directors of the Company
RIEEFE L —ZE-FMA+=H
Dr. Chan Chok Ki 12 April 2001
FEGREL —TE-FMA+=H
Dr. Ma Chi Kit 12 April 2001
ARFELEE —ZE-FMA+=H
Mr. Ho Ka Ho 12 April 2001
AEEES —EE-FMA+=H
Employees of the Group 12 April 2001
BEREBEMEF T EBREETE - R_FF

AFENA=1+8  RIEBRAERETSE D
ZEBREZROEENZABPEAQARBBITR
D4.7% o

R-EE-—FNAT_HEAZERETE ((BR
JlEE‘l‘%‘JJ)

RARABR-_ZEZT—FWNA+ - ARMERE
%HZI&EH’]aEﬁ%?&AéT&ﬁA?ﬂ i
B BREATF BREEIL R FEMK
BZBER DA FRE - WARR L B8R
21EBEREMR - REE (AT FAR)BAOAR
AR EE  (DARQF RO ERD B BHRER
el REXR([FRKRER]) 2Wm
WE RANARRBRMOEZER L BB A E
REAREBEHHBRZFHURTHRE (=& W&
BIREEE BE) o

SHARE OPTION SCHEMES (Continued)

(i) Pre-IPO Share Option Scheme (the “Pre-IPO Scheme”)
(Continued)
Upon the listing of the Company's shares on the GEM on 8
May 2001 no further options could be granted by the
Company under the Pre-IPO Scheme. The rights of the
holders of the share options granted prior thereto are not
affected and such options granted continue to remain valid
and exercisable in accordance with the terms of the scheme.
The following table discloses movements in the Company’s
share options under the Pre-IPO Scheme during the three
months ended 30 September 2005:
BR R-BERF R-ZEZ2IHF
B IR A tHA—H REERE AAR=+H
TEE tef B 2 B IR 1 KM BB E tef 8 2 B IR 1B
Lapsed Balance
Exercise price Balance at during at 30
per share 1 July 2005 the period September 2005
BT
HK$
0.60 1,800,000 - 1,800,000
0.60 1,440,000 - 1,440,000
0.60 1,364,000 - 1,364,000
4,604,000 - 4,604,000
0.60 3,912,000 - 3,912,000
8,516,000 - 8,516,000

(ii)

No options had been exercised since the date of grant. At
30 September 2005, the number of shares in respect of
which options had been granted under the Pre-IPO Scheme
represents 4.7% of the shares of the Company in issue at
that date.

Share Option Scheme adopted on 12 April 2001 (the
“Option Scheme”)

The Option Scheme was adopted on 12 April 2001 for the
primary purpose of providing incentives to directors and
eligible employees for a term of ten years. Option may be
granted without any initial payment and should be accepted
within 21 days from the date of grant. The subscription
price, subject to adjustment, is the highest of (i) the nominal
value of the shares of the Company; (ii) the closing price
of the Company's shares as stated in the GEM of the Stock
Exchange's daily quotation sheet (“Daily Quotation Sheet”)
on the date of grant; and (iii) the average closing price of
the Company’s shares as stated in the Daily Quotation
Sheet for the five business days immediately preceding the
date of grant.
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SHARE OPTION SCHEMES (Continued)

(ii)

(iii)

Share Option Scheme adopted on 12 April 2001 (the
“Option Scheme”) (Continued)

The option holder may subscribe for shares in the Company
during such period as may be determined by the directors
(which shall be not less than three years and not more
than ten years from the date of grant). The maximum
number of shares in respect of which options may be
granted cannot exceed 10% of the issued share capital of
the Company from time to time.

No employee or director shall be granted an option which,
if exercised in full, would result in such employee or director
becoming entitled to subscribe for more than 25% of the
aggregate number of shares for the time being issued and
issuable under the Option Scheme.

Pursuant to a resolution passed on 28 October 2003, the
Option Scheme was terminated. No options had been
granted since the adoption of the Option Scheme.

Share Option Scheme adopted on 28 October 2003
(the “2003 Option Scheme”)

Pursuant to a resolution passed on 28 October 2003, the
2003 Option Scheme was adopted to recognise and
motivate the contribution of the employees and to provide
incentives and help the Company in retaining its existing
employees and recruiting additional employees for a term
of ten years. The board of directors of the Company may
at its discretion grant options to any employees, including
executive and non-executive directors, advisers, consultants,
agents, contractors, customers and suppliers of the Group
to subscribe for shares in the Company. Option may be
granted at a consideration of HK$1 and should be accepted
within 5 business days from the date of grant. The option
granted is exercisable upon acceptance and payment of
consideration by the grantee.

The maximum number of shares in respect of which options
may be granted cannot exceed 10% of the issued share
capital of the Company on 28 October 2003. No option
shall be granted to a grantee if the total number of shares
issued and to be issued upon exercise of options granted
and to be granted under the 2003 Option Scheme in any
twelve months period up to and including the date of grant
to such grantee would exceed 1% of the issued share
capital of the Company for the time being in issue.

The subscription price shall not be less than the highest of
(i) the closing price of the shares of the Company as
stated in the Daily Quotation Sheet on the date of grant,
which must be a trading day; (ii) the average closing price
of the shares of the Company as stated in the Daily
Quotation Sheets for the five trading days immediately
preceding the date of grant; or (iii) the nominal value of a
share. Without prejudice to the generality of the above, the
board of directors of the Company may grant options in
respect of which the subscription price is fixed at different
price.
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Date of grant

AREZES

Directors of the Company

RIEEE L —TTNENANA
Dr. Chan Chok Ki 4 August 2004
SEREL “ZENENANA
Dr. Ma Chi Kit 4 August 2004
RZELE “ZEMFENAMA
Mr. Ho Ka Ho 4 August 2004
rEEER “TENENADNA
Employees of the Group 4 August 2004
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SHARE OPTION SCHEMES (Continued)

(iii) Share Option Scheme adopted on 28 October 2003
(the “2003 Option Scheme”) (Continued)
The following table discloses movements in the Company’s
share options under the 2003 Option Scheme during the
three months ended 30 September 2005:

=2 R=-ZBZHF R-ZELF
R tA-H REBEAE NA=+H
B fef 6 2 BB IR 4B ABzBRE tef &5 2 BB AR 4
Lapsed
Exercise price Balance at during Balance at 30
per share 1 July 2005 the period September 2005
Er
HK$
0.145 900,000 - 900,000
0.145 720,000 - 720,000
0.145 680,000 - 680,000
2,300,000 - 2,300,000
0.145 700,000 - 700,000
3,000,000 - 3,000,000

No options had been exercised since the date of grant.
The closing price of the Company’s shares immediately
before 4 August 2004 (date of grant of the above options)
was HK$0.145. At 30 September 2005, the number of
shares in respect of which options had been granted under
the 2003 Option Scheme represents 1.7% (2004: 1.8%)
of the shares of the Company in issue at that date.

The financial impact of share options granted is not recorded
in the Company’'s or the Group's balance sheet until such
time as the options are exercised, and no charge had been
recognised in the income statement in respect of the value
of options granted. Upon the exercise of the share options,
the resulting shares issued are recorded by the Company
as additional share capital at the nominal value of the
shares, and the excess of the exercise price per share over
the nominal value of the shares is recorded by the Company
in the share premium account. Options which lapse or are
cancelled prior to their exercise date are deleted from the
register of outstanding options.

SUBSTANTIAL SHAREHOLDERS

Other than the interests disclosed in the section headed "Directors'’
and Chief Executives’ Interests in Shares and Share Options”, the
register of substantial shareholders maintained by the Company
pursuant to Section 336 of the SFO discloses no person as having
a notifiable interest or short position in the issued share capital of
the Company as at 30 September 2005.
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COMPETING INTERESTS

The directors believe that none of the directors nor the
management shareholders of the Company (as defined in the
GEM Listing Rules) had an interest in a business, which competes
or may compete with the business of the Group.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S
LISTED SECURITIES

During the period under review, neither the Company nor any of
its subsidiaries purchased, sold or redeemed any of the Company's
listed securities.

CODE ON CORPORATE GOVERNANCE PRACTICES

The Company is in the process of reviewing its corporate
governance practice and will report in its half-yearly financial report
on the compliance of the Code in Corporate Governance Practices
as set out in appendix 15 of the GEM Listing Rules.

CODE OF CONDUCT FOR SECURITIES TRANSACTIONS
BY DIRECTORS

For the three months ended 30 September 2005, the Company
has adopted a code of conduct regarding securities transactions
by directors on terms no less exacting than the required standard
of dealings set out in Rules 5.48 to 5.67 of the GEM Listing
Rules. Having made specific enquiry of all directors, all directors
confirmed they have complied with the required standard of
dealings and the code of conduct regarding securities transactions
by directors adopted by the Company.

REMUNERATION COMMITTEE

The Company has established a remuneration committee with
written terms of reference in compliance with the GEM Listing
Rules. The Remuneration Committee comprises three members,
one of which is non-executive director, namely, Dr. Chan Cheung
Fat, and two are independent non-executive directors, namely,
Professor Siu Wan Chi and Professor Ching Pak Chung. Dr. Chan
Cheung Fat is the Chairman of the remuneration committee.

AUDIT COMMITTEE

The audit committee has three members comprising the three
independent non-executive directors, namely Professor Ching Pak
Chung, Professor Siu Wan Chi and Mr. Yeung Kwok Ki, JP.

The primary duties of the audit committee are to review the
Company’s annual report and financial statements, quarterly reports
and half-yearly report and to provide advice and comment thereon
to the board of directors. The audit committee will also be
responsible for reviewing and supervising the financial reporting
process and internal control procedures of the Group.

The Company's first quarterly report for the three months ended
30 September 2005 had been reviewed by the audit committee,
who was of the opinion that that such report complied with
applicable accounting standards, the GEM Listing Rules, and that
adequate disclosures had been made.

By order of the Board
DR. CHAN CHOK KI
Chairman and Chief Executive Officer

Hong Kong, 11 November 2005

As at the date hereof, the executive Directors are Dr. Chan Chok
Ki (Chairman of the Company), Dr. Ma Chi Kit and Mr. Ho Ka Ho;
the non-executive Director is Dr. Chan Cheung Fat; and the
independent non-executive Directors are Prof. Siu Wan Chi, Mr.
Yeung Kwok Ki, JP and Prof. Ching Pak Chung.
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