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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 collectively and individually accept full responsibility,
includes particulars given in compliance with Rules Governing the Listing of Securities on the Growth Enterprise Market of the
Stock Exchange for the purpose of giving information with regard to TELEEYE HOLDINGS LIMITED. The directors, having made
all reasonable enquiries, confirm that, to the best of their knowledge and belief: (i) the information contained in this report is
accurate and complete in all material respects and not misleading, (i) there are no other matters the omission of which
would make any statement in this report misleading, and (iii) 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.
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HIGHLIGHTS

The Group recorded a turnover of approximately
HK$11,023,000 for the three months ended 30
September 2006, representing an increase of
approximately 22% when compared with the same
period in 2005.

The Group recorded a profit attributable to the equity
holders of the Company of approximately HK$77,000
for the three months ended 30 September 2006.

The Board of Directors does not recommend the payment
of an interim dividend for the three months ended 30
September 2006.
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Revenue
Cost of sales

Gross profit
Other income
Distribution costs

Administrative expenses

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
2006, together with the comparative unaudited figures for the
corresponding period in 2005, as follows:

M i
NOTES

Research and development expenditure

Profit before taxation
Taxation

Profit for the period

Attributable to:

Equity holders of the Company

Minority interests

Basic earnings per share

BZEZhLA=1+HILE=MAA
THREE MONTHS ENDED
30 SEPTEMBER

ZEBEBAEF
2006
FETT
HKS$°000

(REEER)
(Unaudited)

11,023
(6,399)

4,624
126
(2,121)
(1,508)
(1,015)

106

106

77
29

106

0.041l cent

—EERF
2005
FAET
HK8'000
(REgEEZ)
(Unaudited)

9,023
(4,250)

4,773
127
(1,943)
(1,738)
(739)

480

461
19

480

0.261l cent
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

GENERAL

The Company was incorporated in the Cayman lIslands 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 ("BVI").

The unaudited consolidated results are presented in Hong Kong
dollar, which is the same as the functional currency of the
Company.

BASIS OF PREPARATION

The unaudited consolidated results have been prepared in
accordance with accounting principles generally accepted in
Hong Kong which include Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards and Interpretations
issued by the Hong Kong Institute of Certified Public
Accountants. In addition, the unaudited consolidated results
have also been prepared in accordance with the applicable
disclosure requirements of Chapter 18 of the Rules Governing
the Listing of Securities on the Growth Enterprise Market of
The Stock Exchange of Hong Kong Limited. They have been
prepared under the historical cost basis except for certain
financial instruments, which are measured at fair values, as
appropriate.

The principal 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 2006.

REVENUE

Revenue represents the amount received and receivable for
goods sold, less returns and allowances, to outside customers
during the period.
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PROFIT BEFORE TAXATION

—EEXRE —EEREF
2006 2005
FET FET
HKS$°000 HK3'000
B AEFI 2B (BFA) ¢ Profit before taxation has been arrived at
after charging (crediting):
BRERERANE R 2 #H Amortisation of capitalised development costs 204 131
mME - BELRIEZNE Depreciation of property, plant and equipment 121 151
RAEEHERE 2R E Dividends from available-for-sale investments 9) (37)
F B WA Interest income (84) (88)
Bt TAXATION

HRERBEGENEREBZ HBABEEZHREL - &
BARBE —"TTAFR _ZTTRFAA=THIL
—EAREBELZ )G MR ERBIE -

R B TA B A A 2 BB i M RLA IR 2 i
RBREE -

BRER

FREABFDBRERNBEARNZ AR BERIEEA
JEA5 R 77,0008 7T (ZZEZHF : 461,000 7T)
N B 17 @ A% 180,000,000 (ZEZ HF
180,000,0000%) & @R st & o

ERAHE AR RBRETRESNARB RN
ZFHWE - Bt TEEINEE_TTERFR T
ZZERFANA=ZTRHIE=HAZEREETRFN -

No tax is payable on profit for the three months ended 30
September 2006 and 2005 arising in Hong Kong since the
assessable profit is wholly absorbed by tax losses brought
forward.

Taxation arising in other jurisdictions is calculated at the rates
prevailing in the relevant jurisdictions.

EARNINGS PER SHARE

The calculation of basic earnings per share is based on the
profit of HK$77,000 (2005: HK$461,000), being profit
attributable to equity holders of the Company, and
180,000,000 (2005: 180,000,000) ordinary shares in issue
during the period.

No disclosure of diluted earnings per share for the three months
ended 30 September 2006 and 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.
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At 1 July 2005 (audited)

Exchange differences on
translation of overseas
operations

Gain on fair value changes
of available-for-sales
investments

Net income recognised
directly in equity

Profit for the period

At 30 September 2005
(unaudited)

1 July 2006 (audited)

Exchange differences on
translation of overseas
operations

Gain on fair value changes
of available-for-sales
investments

Net income recognised directly

in equity

Profit for the period

At 30 September 2006
(unaudited)

7. MOVEMENT OF RESERVES

®BE

EffRE s A

KEE ELEE Investment HRIFE (& 4t
Share Translation revaluation Special Profits et
premium reserve reserve reserve (Deficit) Total
FET FET FET FET TFHET FET
HK8'000 HK§'000 HK8'000 HK8'000 HK$'000 HK$'000
21,605 (18) 425 14,990 (9,463) 27,539
- 22 - - - 22
_ - 394 - - 394
- 22 394 - - 416
- - - - 461 461
21,605 4 819 14,990 (9,002) 28,416
21,605 (85) 458 14,990 (9,736) 27,232
- (44) - - - (44)
- - 77 - - 77
- (44) 77 - - 33
- - - - 77 77
21,605 (129) 535 14,990 (9,659) 27,342
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INTERIM DIVIDEND

The Board does not recommend the payment of an interim
dividend for the three months ended 30 September 2006 (2005:
Nil).

FINANCIAL AND BUSINESS REVIEW

The Group recorded a total turnover of approximately
HK$11,023,000 for the three months ended 30 September 2006,
representing an increase of approximately 22% as compared to
the turnover of approximately HK$9,023,000 for the three months
ended 30 September 2005. In comparison with the previous
quarter ended 30 June 2006, turnover for this quarter ended 30
September 2006 increase by approximately 6% or approximately
HK$577,000. The Group also recorded a profit attributable to the
equity holders of the Company of approximately HK$77,000 for
the three months ended 30 September 2006, as compared to
the profit attributable to equity holders of the Company of
approximately HK$461,000 in the corresponding period in 2005.

Earnings per share for the three months ended 30 September
2006 was HK$0.04 cent, compared to earnings per share of
HK$0.26 cent for the three months ended 30 September 2005.

Overall operating costs for the three months ended 30 September
2006 were approximately HK$4,644,000, representing a slight
increase of approximately 5% as compared to HK$4,420,000 for
the same period in 2005. Such increase was in line with the
increase in turnover.

The encouraging growth in turnover can be attributable to the
Group’s success in global expansion and the increased
competitiveness of TeleEye RX360 Series Digital Video
Recording Transmitters (“TeleEye RX360”) launched last
financial year. In July 2006, the Group had appointed, under a
licensing and distributor agreement, TeleEye (Mauritius) Limited
as its distributor in Mauritius to further expand the sales network
there. For the three months ended 30 September 2006, turnover
from TeleEye RX360 accounted for approximately 41% of the
Group's total turnover.

In October 2006, TeleEye RX360 has won the Grand Award and
the Gold Award (Security Category) in the 2006 Hong Kong
Electronic Industries Association (HKEIA) Award for Outstanding
Innovation and Technology Products during the Hong Kong
Electronic Fair 2006, the largest electronic exhibitions in Asia and
the second largest in the world. This is the fourth consecutive
year that the HKEIA Award goes to TeleEye technology products.
Moreover, this is the first time that the Group has received the
Grand Award, the top honour in the HKEIA Award.
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During the period under review, the Group launched a high
performance network oriented 4 channels TeleEye RX334 Digital
Video Recording Transmitter (“TeleEye RX334"). TeleEye
RX334 combines fast video transmission, high-resolution recording
and flexible connections in one single box. Featuring with its
revolutionary Multi-rate Video Coding Technology (SMAC-M),
TeleEye RX334 delivers truly "no comprise” on both efficient
video transmission and excellent DVD quality recording
performance.

BUSINESS OUTLOOK

Going forward, the Group will focus on its core strength of
developing and sourcing innovative and quality products, and will
explore into new markets in countries with good market potential
in order to broaden the source of revenue. The Group expected
that the RX series products will continue to contribute significantly
to the Group's total turnover. The directors remains cautiously
optimistic about the future growth of the Group and believe that
the Group can continue to be a leading technological advanced
supplier in the global market of video management applications.

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

At 30 September 2006, 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:

BR#HEFR Long position in shares:
(@) Axn BREEC.01 BT HiE (a)  Ordinary shares of HK$0.01 each of the Company
BEDRBT AAREBELT
EER#AE RAEB G
Number of Percentage of
issued the issued
E=pnE g7} ordinary share capital
Name of director Capacity shares held of the Company
PR {E B 18 + MEEEVEEFE (M)
Dr. Chan Chok Ki Held by controlled corporation (note 1) 104,000,000 57.8%
PR AF 218 + MEEHERFA (at1)
Dr. Chan Cheung Fat Held by controlled corporation (note 1) 104,000,000 57.8%
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(b)  Share options

A sl
BREHA igvig-g=]
Number of Number of
ExnR 6% share underlying
Name of director Capacity options held shares
RIEE B LT EnEAEA (Ki72)
Dr. Chan Chok Ki Beneficial owner (note 2) 2,700,000 2,700,000
BEGELT EnBEAEA (Bi2)
Dr. Ma Chi Kit Beneficial owner (note 2) 2,160,000 2,160,000
MRREE EnBEEA (F:2)
Mr. Ho Ka Ho Beneficial owner (note 2) 2,044,000 2,044,000
Bt - Notes:

() RZZEEXFAA=TH WEEERRLF
BT A457.8%2 I % A Etin City
Limited&F A& ° Etin City Limitedg Etin Tech
Limited R W R 12 Z B R 2 7l 5 Bl 1= 70% &
3002 £t fi#5 A ° Etin Tech Limited J /£ BR
EEF L REHTL  BEAEEIRAEAR
SR EDRIELI44.3% ~ 34.3%  14.3%K%
7% L BIEE - ARREREE - RIRHE
BETAEERARERS LT EFIEHTE
300%8% JA | 2 Etin Tech Limited 2 % Z # -
B 5 4 AR VE ¥ B P A B Etin City Limited
BEAREZRM -

Q) “EBBREIDREARNRARMAZBRES
RTESF  AHABRESSIZFBHRT
X FERrEat &) —& -

BEXHEEENR - BREEFULAKEEETZH M
BRWBRRZREABRDIN RZFFERFALA=
TH ARBZEF  FTBTRAERRFZBEA
T ENA QA S EEFAARAE 2 EA D - 1
B REFTHEBEEMEDEIOARR °

(1) These shares, representing approximately 57.8% of the
issued share capital of the Company as at 30 September
2006, 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
2006, 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.
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SHARE OPTION SCHEMES

@

Pre-IPO 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. 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.

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.
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i HH
Date of grant
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12 April 2001
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The following table discloses movements in the Company's
share options under the Pre-IPO Scheme during the three
months ended 30 September 2006:

BRBRE
TEEE
Exercise
price

per share
BT

HK$

0.60
0.60

0.60

0.60

B‘A—??/\qi %gqﬁﬂm EA—??/\ﬂE
tA—BHE&% 2R hWB=+H
2B IR ZEBRE MzBRE
Balance at Lapsed Balance at
1 July during 30 September
2006 the period 2006

(Htz)

(note)
1,800,000 - 1,800,000
1,440,000 - 1,440,000
1,364,000 - 1,364,000
4,604,000 — 4,604,000
2,056,000 - 2,056,000
6,660,000 - 6,660,000

No options had been exercised since the date of grant. At
30 September 2006, the number of shares in respect of
which options had been granted under the Pre-IPO Scheme
represents 3.7% of the shares of the Company in issue at

that date.

Note: These options lapsed upon the resignation of the
grantees.
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1

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 and have a duration of 10
years from their respective vesting dates.

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; (i) 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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The following table discloses movements in the Company's
share options under the 2003 Option Scheme during the
three months ended 30 September 2006:

B‘A—??/\qi %gqﬁﬂm EA—??/\ﬂE
ERBERE tA-BE&R B XA AA=+H
TEEE 2B IR ZEBRE MzBRE
Exercise Balance at Lapsed Balance at
price 1 July during 30 September
per share 2006 the period 2006
BT (i)
HKE (note)
0.145 900,000 - 900,000
0.145 720,000 - 720,000
0.145 680,000 - 680,000
2,300,000 - 2,300,000
0.145 380,000 - 380,000
2,680,000 - 2,680,000

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 2006, the number of
shares in respect of which options had been granted under
the 2003 Option Scheme represents 1.5% of the shares
of the Company in issue at that date.

Note: These options lasped upon the resignation of the
grantees.
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BRI EMRAESABRERS67HMBZRNERHF
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EMEBRERR TER -

DIRECTORS’ RIGHTS TO PURCHASE SHARES OR
DEBENTURES

Other than the section headed “Share Option Schemes” as
described above, at no time during the three months ended 30
September 2006 was the Company, its holding company and any
of its subsidiaries a party to any arrangements to enable the
directors of the Company to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company of any
other body corporate and none of the directors, their spouses or
children under the age of eighteen, had any rights to subscribe for
securities of the Company; or had exercised any such rights during
the three months ended 30 September 2006.

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 2006.

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 OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS

During the three months ended 30 September 2006, the Company
had 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 standards of
dealings and the code of conduct regarding securities transactions
by directors adopted by the Company.
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AUDIT COMMITTEE

The audit committee has three members comprising three
independent non-executive directors, namely Professor Siu Wan
Chi, Professor Ching Pak Chung 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
and internal control procedures of the Group.

The audit committee has reviewed the draft of this report and has
provided advice and comments thereon.

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

Hong Kong, 13 November 2006

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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