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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$23,014,000 for the six months ended 31 December
2006, representing an increase of approximately 319%
when compared with the same period in 2005.

The Group recorded a profit attributable to the equity
holders of the Company of approximately HK$664,000
for the six months ended 31 December 2006.

The Board of Directors does not recommend the payment
of an interim dividend for the six months ended 31
December 2006.
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LON Revenue

HE KA Cost of sales

E7 Gross profit

LRI Other income

D KA Distribution costs

THER Administrative expenses

HERERX Research and development expenditure

REAR RN (B8) Profit (Loss) for the period

BTIALERS : Attributable to:
ARAIRERHEA Equity holders of the Company
DR EFERE R Minority interests

FRAF (B#E) (B1L) Famnings (loss) per share (HK cent)
YN Basic

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 and six months ended 31
December 2006, together with the comparative unaudited figures
for the corresponding periods in 2005, as follows:

CONDENSED CONSOLIDATED INCOME STATEMENT

BE+t-RA=+-AHL
=8 A
Three months ended
31 December

—EEXRE —ETRE

2006 2005

iog=a FET FET
Notes HK$000 HK$'000

(REER) (REEZ)
(Unaudited) (Unaudited)

BE+t-A=+-HL
~MEA
Six months ended
31 December

“BERE  -TTEF
2006 2005
FET FET
HK$'000 HK$'000

(REER) (REEE%)
(Unaudited) (Unaudited)

2 11,991 8,612 23,014 17,635
(6,711) (3,875) (13,110) (8,125)

5,280 4,737 9,904 9,510

204 265 330 392

(2,389) (2,291) (3,510) (4,234)

(1,506) (1,822) (3,014) (3,560)

(1,058) (1213) (2,073) (1,952)

4 531 (324) 637 156
587 (231) 664 230

(56) (93) (27) (74)

531 (324) 637 156

6 0.33 (0.13) 0.37 0.13
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CONDENSED CONSOLIDATED BALANCE SHEET

R-ZZEXRE RZEEREF
+=A=+-—H ~A=+H
As at As at
31 December 30 June
2006 2006
B & FET FAETT
Notes HK$°000 HK3'000
(REHEZR) (EE=Z)
(Unaudited) (Audited)
Non-current assets
Property, plant and equipment 7 531 700
Capitalised development costs 1,366 1,599
Interest in an associate - -
Available-for-sale investments 4,237 3,780
6,134 6,079
Current assets
Inventories 10,344 8,775
Trade and other receivables 8 7,706 5,847
Amount due from an associate 9 29 63
Bank balances and cash 10,773 13,354
28,852 28,039
Current liabilities
Trade and other payables 10 4,563 4,768
Amounts due to minority shareholders 11 495 474
Amounts due to directors 12 183 92
5,241 5,334
Net current assets 23,611 22,705
Total assets less current liabilities 29,745 28,784
Capital and reserves
Share capital 1,800 1,800
Reserves 28,235 27,232
Equity attributable to equity holders
of the Company 30,035 29,032
Minority Interests (290) (248)
29,745 28,784
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES

IN EQUITY
For the six months ended 31 December 2006
A FRERE AL
Attributable to equity holders of the Company
RE REEA
Efifif (B4) HHRR
B& RGEE Eif%E  Investment BR@AE  Retained i
Share Share  Translation revaluation Special profits @t Minority @t
Capital premium reserve reserve reserve (deficit) Total Interests Total
FiEx TET TET TiET TiEn TiEr TET TEL TAT
HK$'000 HK$'000 HK$'000 HK$'000 HK§'000 HK§'000 HK§'000 HK$'000 HK$'000
At 1 July 2005
(audited) 1,800 21,605 (18) 425 14,990 (9,463) 29,339 (296) 29,043
Exchange differences on
translation of
overseas operations - - 47 - - - 47 2 49
Gain on fair value of
available-for-sale
investments - - - 144 - - 144 - 144
Net income directly
recognised in equity - - 47 144 - - 191 2 193
Profit for the period - - - - - 230 230 (74) 156
Total recognised income
for the period . . 47 144 - 230 421 (12) 349
At 31 December 2005
(unaudited) 1,800 21,605 29 569 14,990 (9233) 29,760 (368) 29,392
Exchange differences on
translation of
overseas operations - - (114) - - - (114) (18) (132)
Gain on fair value of
available-for-sale
investments - - - 174 - - 174 - 174
Net income (expense)
directly recognised in equity - - (114) 174 - - 60 (18) 4
Realisation of revaluation
reserve on disposal of
available-for-sale investments - - - (285) - - (285) - (285)
Loss for the period - - - - - (503) (503) 138 (365)
Total recognised income
(expense) for the period - - (114) (1 - (503) (728) 120 (608)
At 30 June 2006
(audited) 1,800 21,605 (85) 458 14,990 (9,736) 29,032 (248) 28,784
Exchange differences on
translation of
overseas operations - - (118) - - - (118) (15) (133)
Gain on fair value of
available-for-sale
investments - - - 457 - - 457 - 457
Net income (expense)
directly recognised in equity - - (118) 457 - - 339 (15) 324
Profit for the period - - - - - 664 664 (27) 637
Total recognised income
(expense) for the period - - (118) 457 - 664 1,003 (42) 961
At 31 December 2006
(unaudited) 1,800 21,605 (203) 915 14,990 (9,072) 30,035 (290) 29,745

BITBRAERRERBCHEMEZEZSR -

"
N

5
]

The special reserve of the Group represents the difference between
the aggregate of the nominal value of share capital of the
subsidiaries acquired pursuant to a group reorganisation in April
2001 and the nominal value of the share capital issued by the
Company as consideration for the acquisition.

4
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT

BE+=-A=+—H
1EX1EA
Six months ended
31 December

—BEXRE —ETRF
2006 2005
FHET FET
HK$’000 HK$'000
(REER) (RgeEZ)
(Unaudited) (Unaudited)
Net cash used in operating activities (2,441) (1,888)
Net cash used in investing activities (160) (443)
Net cash from financing activities 20 67
Net decrease in cash and cash equivalents (2,581) (2,264)
Cash and cash equivalents at beginning
of the period 13,354 16,339
Cash and cash equivalents at end of the period,
representing bank balances and cash 10,773 14,075
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

BASIS OF PREPARATION

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 condensed financial statements have 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 and with Hong Kong Accounting Standard 34
“Interim Financial Reporting”. 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 condensed financial statements 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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SEGMENT INFORMATION

The Group is principally engaged in the research and
development and trading of audio and video surveillance
systems. In accordance with the Group's internal financial
reporting, the Group has determined that geographical segment
by location of customers is its primary reporting format.

Geographical segments

The Group reports its primary segment information by
geographical location of its customers who are principally
located in Hong Kong, Singapore, other Asian countries, Middle
East, Europe, the Americas, Africa and Australia. Segment
information about these geographical markets is presented
below:

Six months ended 31 December 2006

it
ZHER HR 9

BB MK Other Asian  Middle B The £y -3l baf &a

Hong Kong  Singapore
TEr  TAx
HK§'000  HK§'000

countries East  Europe  Americas Africa  Australia Eliminations Consolidated
Tz  TEr  TEx  TEr  TExr  TEr  TEr  TEx
HK$'000  HKS'000  HKS000  HKS000  HKS'000  HKS000  HKS000  HK$'000

/9N REVENUE
RENRZEE External sales 3280 2393 2,569 2,068 8,343 339 2,490 1,532 - 300
HHBHEE Inter-segment sales - 1,484 2718 - 3,205 - - - (4967) -
A Total revenue 3,280 3877 2,847 2,068 11,548 339 2,490 1532 (4,967) 23,014
T SEGAENT RESULT 31 80 1 1 2,006 07 789 618 TRy
REAHDARA Unallocated corporate income 330
RUPHRAER Unallocated corporate expenses
-THREHER - Administrative and other
expenses (2,067)
-HRRERS - Research and development
expenditure (2,073)
ABRET Profit for the period 637
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3. SEGMENT INFORMATION (continued)

Six months ended 31 December 2005

i
EHER mE =M
& MK Otherdsan  Midde B The 3 b Hi 4
Hong Kong ~ Singapore  countries East Europe  Americas Mrica  Australia Eliminations Consolidated
T#r Tz TEr  TEr Tz Tz TExr  TEr  TEr TEx
HK$'000  HKS'000  HKS000  HKS000  HKS'000  HKS000  HKS'000  HKS'000  HKS000  HK§'000
REVENUE
External sales 3,581 1,847 2,177 2,266 4719 1,975 768 242 - 17,635
Inter-segment sales - 758 117 - 2,845 - - - (3,720) -
Total revenue 3,581 2,605 2,294 2,266 7,624 1,975 768 242 (3,720) 17,635
SEGMENT RESULT 1,843 (190) 660 936 705 321 341 82 (318) 4380
Unallocated corporate income 392
Unallocated corporate expenses
- Administrative and other
expenses (2,664)
- Research and development
expenditure (1952)
Profit for the period 156

mark-up.

Inter-segment sales are charged at cost plus a percentage

4. PROFIT (LOSS) FOR THE PERIOD

BE+-A=+—HL
={@A
Three months ended
31 December

—EEBRE —EEREF
2006 2005
FET T
HK$°000 HK§'000
Profit (loss) for the periods has been
arrived at after charging (crediting):
Amortisation of capitalized
development costs 198 231
Depreciation 94 144
Dividends from available-for-sale
investments (42) (26)
Interest income (96) (102)
Write-down (reversal of write-down)
of inventories 621 (73)

BE+-HA=+—HL
~1E B
Six months ended
31 December

—EFRF —TTLHF
2006 2005
FEx TR

HK$000 HK$'000
402 362
215 295
(51) (64)
(180) (190)
1,038 (73)
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TAXATION

No tax is payable on profit for the six months ended 31
December 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 (LOSS) PER SHARE

The calculation of basic earnings per share is based on the
profit attributable to equity holders of the Company for the
three months and six months ended 31 December 2006 of
approximately HK$587,000 and HK$664,000, respectively
(three months and six months ended 31 December 2005:
(loss) profit attributable to equity holders of the Company of
approximately HK$(231,000) and HK$230,000, respectively),
and 180,000,000 ordinary shares in issue during the three
months and six months ended 31 December 2006 (three
months and six months ended 31 December 2005:
180,000,000 ordinary shares).

No disclosure of diluted earnings per share for the six months
ended 31 December 2006 and 2005 is shown because the
exercise prices of the Company’s options were higher than the
average market price for shares for the periods presented.

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 31 December 2006, the Group
spent approximately HK$42,000 on computer and office
equipment.
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8. TRADE AND OTHER RECEIVABLES

The Group allows an average credit period of 30 days to its

trade customers.

Included in trade and other receivables are trade receivables

of approximately HK$5,405,000 (30

June 2006:

HK$4,054,000). The following is an aged analysis of trade
receivables at the balance sheet date prepared on the basis of

due payment date of sales invoice:

—EEREF
+=ZHA=+—8”

31 December 2006
FET

HK$°000

2,977

1,554
874

5,405

9. AMOUNT DUE FROM AN ASSOCIATE

—EEARE
+=A=+-~8
31 December 2006
FET

HK$°000

23
6

29

—ETREF
ANAZ+H
30 June 2006
FET
HK$'000

2,495
1,108
451

4,054

—EEREF
NAZ=Z+H
30 June 2006
FET
HK$'000

25
38

63

The loan account is unsecured, bears interest at 1% per annum
and is repayable on demand. The trade account is unsecured,
non-interest bearing and the Group allows an average credit
period of 45 days for sales made to the associate.

The trade account balances at the balance sheet date are

aged within the credit period granted by Group.

10
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TRADE AND OTHER PAYABLES

Included in trade and other payables are trade payables of
approximately HK$1,903,000 (30 June 2006: HK$1,440,000).
The following is an aged analysis of trade payables at the
balance sheet date prepared on the basis of due payment
date of supplier's invoice:

—EERE —EERFE
+=-—A=+—8 ~NA=+H

31 December 2006 30 June 2006
FETT & T

HK$°000 HK$'000

1,205 643

408 298

290 499

1,903 1,440

AMOUNTS DUE TO MINORITY SHAREHOLDERS

The balance are unsecured, non-interest bearing and are
repayable on demand.

AMOUNTS DUE TO DIRECTORS

The balances represent fees and emoluments due to directors.

RELATED PARTY TRANSACTIONS

BE+-A=+—H
IEX@EA
Six months ended
31 December

—EEXRE —EEREF

2006 2005

FET FET

HK$°000 HK$'000

Sales to an associate 63 280

Interest income from loan to an associate 2 2
Service fee to The City University

of Hong Kong (“City University") 32 10

—)30%

REZBAREEERARABRAZZEMBAR -

1

CityU Enterprises Limited, a wholly owned subsidiary of City
University, holds a 309% interest in Etin City Limited, a
substantial shareholder of the Company.
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13. RELATED PARTY TRANSACTIONS (continued)

Compensation of Key Management Personnel

EEREMFEEEBRERPERNZMENT - The remuneration of directors and other members of key

72 HA R A
BB 12 18 A

management during the period was as follows:

BZ+=-BA=+—H
wER@EA
Six months ended
31 December

—EEXRE —ETREF
2006 2005
FET FET
HKS$°000 HKZ'000

Short-term benefits 2,311 2,315
Post-employment benefits 36 36

EERFETRAENNES I BEFMHEESNER The remuneration of directors and key executives is determined

BERMERRETEBERETE -

by the remuneration committee having regard to the
performance of individuals and market trends.

12
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INTERIM DIVIDEND

The Board does not recommend the payment of an interim
dividend for the three months and six months ended 31 December
2006 (2005: Nil).

FINANCIAL REVIEW

For the six months ended 31 December 2006, the Group recorded
a total turnover of approximately HK$23,014,000, representing an
increase of approximately 31% as compared to the turnover of
approximately HK$17,635,000 for the six months ended 31
December 2005. In comparison with the previous quarter ended
30 September 2006, turnover for this quarter ended 31 December
2006 increased by approximately 9% or approximately
HK$968,000.

The Group recorded a profit attributable to the equity holders of
the Company of approximately HK$664,000 for the six months
ended 31 December 2006, as compared to the profit attributable
to the equity holders of the Company of approximately
HK$230,000 in the corresponding period in 2005. Earnings per
share for the six months ended 31 December 2006 was HK$0.37
cent, compared to earnings per share of HK$0.13 cent for the six
months ended 31 December 2005.

The encouraging growth in turnover for the six months ended 31
December 2006 was attributable to the Group's success in global
expansion and advanced product development strategies. During
the six months ended 31 December 2006, the Group had
capitalized operating costs of approximately HK$169,000 (2005:
HK$426,000) in respect of development of advanced CCTV
products. Overall operating costs for the six months ended 31
December 2006 were approximately HK$9,597,000, representing
a slight decrease of approximately 2% as compared to
HK$9,746,000 for the same period in 2005. Notwithstanding the
rise in turnover, overall operating costs had been kept at
approximately the same level as last corresponding period. This
was due to the implementation of effective cost control measures
and efficient allocation of resources applied among the Group.

BUSINESS REVIEW

The Group achieved considerable growth under a highly competitive
market environment, and has managed to maintain profitability for
two consecutive quarters in this fiscal year. Keen competitions
mainly come from digital video recorder and network camera
manufacturers, and price pressure in various market reduced the
Group's gross profit margin. The Group has introduced new
products, focused on deeper penetration of existing market and
expanded its distribution networks. During the period, the Group
continued to conduct exhibitions and seminars in various countries
with a view to enhance the TeleEye brand image worldwide.

13



MZZTZTXF+ A - TeleEye RX360% ¥ & 75 &% 18 &
3% 2 ([TeleEye RX360)) 2006 F HEETEMRE (B
2HMNEKR TREUEARE-_ANEFEMRED) &
2006 F BB EFEMGRIFTRERR2HERERRE
Ens® ATERMEREREEFNTEETEE
FERGRIE - I FXEETNBERRED S KK
REBETERERBIZESRE -

P E—AFEH# L TeleEye RX334 2 1515 R 6% S/ 3%
g8 ([ TeleEye RX334]) 18 - "EEREBE T T RF
+ZA=+—H1-ZFE A TeleEye RX330% 5| &
14215 H X 88 ([TeleEye RX330]) W E MK E - A
TeleEye RX338H B R B & & F X8 ([ TeleEye
RX338]) & TeleEye RX3316% 5 1R & & & 8 3% 8%
([TeleEye RX3316]) - TeleEye RX338%: TeleEye
RX33167 5| /& = I 4L 8EK 1R SR X 28 2 1658 1R SR X
B OIEZEMEANBES  BAENEREDBRE-
Sk # TeleEye RX3608) [ A Ak 48 &% M B %7 2U 5% & =
REGEX SHEEEEBYRBEENEERLES
BE—REBN KAXSEEGUENIZEERREERE
B i (SMAC-M)] -+ TeleEye RX338}: TeleEye RX3316
BREFRHBTZGNRAS e RREEXRDVDEE X
PR MR ©

REE-_FTTXNF+_A=+—HLEXEAR
TeleEye RX360 % TeleEye RX3307% 7% & [& & 4 5 5l 4
RA40% K T% 2 HBIEKEE ©

XBXRE

RERK  AEEHBIREROEBHRIE - ANE
RERBRFMNEEER  UHSKESETSE
BEZBERFAHHTE  UEARAKIR - REETE
HIRKRIIERBBRERSASBE 2 BEXBETRABLZ
AR - EFHAKERFERDARELE - XHEE
AEEEEHAGEERATRT S LA #EEER
MosedEm ARG A HIER -

In October 2006, TeleEye RX360 Series Digital Video
Recording Transmitters (“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.

Following the launch of TeleEye RX334 Digital Video Recording
Transmitter (“TeleEye RX334") in last quarter, the Group
launched another members of TeleEye RX330 Series Video
Recording Transmitters (“TeleEye RX330"”), namely TeleEye
RX338 Digital Video Recording Transmitter (“TeleEye
RX338"”) and TeleEye RX3316 Digital Video Recording
Transmitter (“TeleEye RX3316"), in the quarter ended 31
December 2006. TeleEye RX338 and TeleEye RX3316 are high
performance 8-channel transmitter and 16-channel transmitter
respectively, which support up to two internal hard drives for
standalone and remote operations. Being inherited from the success
of their counterpart TeleEye RX360, these two new models
combine fast video transmission, high-resolution recording and
flexible connections in one single box. Featuring with the Group's
revolutionary Multi-rate Video Coding Technology (SMAC-M),
TeleEye RX338 and TeleEye RX3316 deliver truly “no
compromise” on both efficient video transmission and excellent
DVD quality recording performance.

During the six months ended 31 December 2006, TeleEye RX360
and TeleEye RX330 generated approximately 40% and 7% of
the Group's total turnover, respectively.

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 advanced technological
supplier in the global market of video management applications.
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SEGMENT INFORMATION

Europe

Europe is still the largest market of the Group, whose turnover for
the six months ended 31 December 2006 amounted to
approximately HK$8,343,000 (2005: HK$4,779,000) or 369%
(2005: 27%) of the Group's turnover. TeleEye Europe Limited (a
subsidiary in the UK) operates as a direct selling office commencing
from April 2004. It contributed significant effort in the provision of
technical and marketing support in the region. Segment profit
increased to approximately HK$2,016,000 (2005: HK$705,000).
It was due to the increase in turnover and implementation of
stringent cost control measures.

Hong Kong

Hong Kong is the second largest market of the Group. Turnover
for the six months ended 31 December 2006 amounted to
approximately HK$3,280,000 (2005: HK$3,581,000) or 149%
(2005: 20%) of the Group's turnover. Segment profit reduced to
approximately HK$311,000 (2005: HK$1,843,000). It was due to
the decrease in turnover and the write-down of certain slow-
moving inventories in the Group's subsidiary in Hong Kong.

Other Asia Countries

Turnover for other Asia countries for the six months ended 31
December 2006 amounted to approximately HK$2,569,000 (2005:
HK$2,177,000) or 11% (2005: 12%) of the Group's turnover.
Segment profit reduced to approximately HK$111,000 (2005:
HK$660,000).

Africa

Turnover from Africa for the six months ended 31 December
2006 increased by 224% to approximately HK$2,490,000 (2005:
HK$768,000) or 11% (2005: 5%) of the Group's turnover.
Segment profit increased to approximately HK$789,000 (2005:
HK$341,000). The increase in turnover was due to the increasing
marketing efforts applied in the region. The Group has recently
appointed a new distributor in South Africa to further strengthen
the sales and customer support in the South Africa market.

Singapore

Due to increase in market demand, turnover for Singapore for the
six months ended 31 December 2006 amounted to approximately
HK$2,393,000 (2005: HK$1,847,000) or 10% (2005: 11%) of
the Group's turnover. The segment reported a loss of approximately
HK$80,000 (2005: loss of approximately HK$190,000).

Middle East
Turnover for Middle East for the six months ended 31 December
2006 amounted to approximately HK$2,068,000 (2005:
HK$2,266,000) or 9% (2005: 13%) of the Group’s turnover. The
segment reported a profit of approximately HK$561,000 (2005:
HK$936,000).
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The Americas
Turnover for the Americas for the six months ended 31 December
2006 amounted to approximately HK$339,000 (2005:
HK$1,975,000) or 2% (2005: 119%) of the Group's turnover. The
segment reported a profit of approximately HK$47,000 (2005:
HK$321,000).

Australia

Turnover from Australia for the six months ended 31 December
2006 surged by 533% to approximately HK$1,532,000 (2005:
HK$242,000) or 7% (2005: 1%) of the Group's total turnover.
The growth in turnover can be attributable to the Group’s aggressive
sales and marketing efforts and increased competitiveness of new
products launched last financial year. Segment profit increased to
approximately HK$618,000 (2005: HK$82,000).

EMPLOYEE INFORMATION

As at 31 December 2006, the Group employed 34 (2005: 38)
full time employees in Hong Kong and 17 (2005: 17) full time
employees in the PRC and overseas offices. The Group's staff
costs, including directors’ emoluments, employees’ salaries and
retirement benefits scheme contribution amounted to approximately
HK$6,400,000 (2005: HK$6,383,000).

Employees are remunerated in accordance with individual's
responsibility and performance, which remain competitive with
the prevailing market rates. Other fringe benefits such as medical
insurance, retirement benefit scheme and discretionary bonus are
offered to all employees. Share options are granted at the directors’
discretion and under the terms and conditions of share options
schemes.

LIQUIDITY, FINANCIAL RESOURCES AND GEARING
RATIO

As at 31 December 2006, a non-interest bearing short-term
advances was outstanding to a minority shareholder. The loan
was to finance the operation of TeleEye (S) Pte Limited and was
denominated in Singapore dollars and repayable on demand. There
was no drawing and repayment of this loan during the period. In
addition, a non-interest bearing loan was outstanding to another
minority shareholder. The loan was denominated in British pounds
and was used to finance the operation of TeleEye Europe Limited.
There was no repayment to this loan as at 31 December 2006.

Other than the above, the Group mainly used its internal resources
to finance its operations during the six months ended 31 December
2006. The Group has available banking facilities of HK$5 million
from Hang Seng Bank and none of them has been utilised as at
31 December 2006 (30 June 2006: Nil). Consequently, the
Group's gearing ratio, as a percentage of bank and other borrowings
and long-term debt over total assets, as at 31 December 2006
was approximately 1% (30 June 2006: 19).
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The Group had bank balances, deposits and cash of approximately
HK$10,773,000 as at 31 December 2006 (30 June 2006:
HK$13,354,000).

CAPITAL STRUCTURE

Apart from the aforesaid non-interest bearing advances from
minority shareholders, the Group did not have any borrowings
during the period under review.

There was no change in the Company’s share capital during the
six months ended 31 December 2006. The details of change of
share options are set out under the header of “Share Option
Schemes” below.

SIGNIFICANT INVESTMENT
The Group did not entered into any new significant investment
during the six months ended 31 December 2006.

MATERIAL ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES AND AFFILIATED COMPANIES

The Group did not make any material acquisitions and disposals
of subsidiaries and affiliated companies.

CHARGE ON ASSETS
As at 31 December 2006, the Group did not have any charge on
its assets (30 June 2006: Nil).

FUTURE PLANS FOR MATERIAL INVESTMENTS OR
CAPITAL ASSETS

Other than those disclosed in the Company’s prospectus dated
24 April 2001, the Group does not have any other plan for material
investments or capital assets for the coming year.

EXPOSURE TO FLUCTUATIONS IN EXCHANGE RATES
AND RELATED HEDGES

During the period under review, the Group’s transactions were
substantially denominated in either Hong Kong, US dollars and
British Pounds. Since Hong Kong dollars are pegged to the US
dollars, the Board considers that the potential foreign exchange
exposure of the Group is limited. During the period under review,
the Group did not use any financial instruments for hedging
purposes (30 June 2006: Nil). The Group closely monitors its
foreign currency exposure from time to time and will engage
appropriate hedging activities should needs arise.

CONTINGENT LIABILITIES
As at 31 December 2006, the Group did not have any contingent
liabilities (30 June 2006: Nil).
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN
SHARES AND SHARE OPTIONS

At 31 December 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 (“SFQ"))
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

BFEE®T AAREELT

EEREE RAEE G

Number of Percentage of

issued the issued

E=pE g7} ordinary share capital
Name of director Capacity shares held of the Company

PRIEZE L MEEEVEEFE (M)
Dr. Chan Chok Ki Held by controlled corporation (note 1) 104,000,000 57.8%
BRAFEE1E + MEEGEEFE (M)
Dr. Chan Cheung Fat Held by controlled corporation (note 1) 104,000,000 57.8%
(b) B (b)  Share options
BEBREHE HEROGEE
Number of Number of
E=pE g7} share underlying
Name of director Capacity options held shares
PRIEZE L BEnEB A (Hi2)
Dr. Chan Chok Ki Beneficial owner (note 2) 2,700,000 2,700,000
BEAELT ExnlEBAN (Mi32)
Dr. Ma Chi Kit Beneficial owner (note 2) 2,160,000 2,160,000
AIRFFEE EmmAa A (Het2)
Mr. Ho Ka Ho Beneficial owner (note 2) 2,044,000 2,044,000
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These shares, representing approximately 57.8% of the issued
share capital of the Company as at 31 December 2006, are
held by Etin City Limited, which is owned by Etin Tech Limited
and CityU Enterprises Limited in the proportion of 70% and
30%, 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.

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 31 December

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.

SHARE OPTION SCHEMES

(@

19

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. 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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BB IR A
THEE
R B Exercise price
Date of grant per share
BT
HK$
AR ZES
Directors of the Company
BRIEEE L —EE-FWA+=H 0.60
Dr. Chan Chok Ki 12 April 2001
FEHBL —EE-FHA+=H 0.60
Dr. Ma Chi Kit 12 April 2001
MERZEE —EE-FWA+=H 0.60
Mr. Ho Ka Ho 12 April 2001
rEERE —ZEZ-FWA+_-H 0.60

Employees of the Group 12 April 2001
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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 six
months ended 31 December 2006:

REE R AZBEARF
R-ZZEEXRF [ —H=+-—H
+tA—H ZBRE i Bk 2 B AR R
e &R 2 BB IR FE Lapsed Balance at
Balance at during 31 December
1 July 2006 the period 2006
(Bt at)
(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
31 December 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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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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Director of the Company
RIEEB L —ZEEZMFENAMA 0.145
Dr. Chan Chok Ki 4 August 2004
FEEEL —EEMFENADA 0.145
Dr. Ma Chi Kit 4 August 2004
MRKTKE —ZTEWPFENANA 0.145
Mr. Ho Ka Ho 4 August 2004
rEERE —ZTEWPFENAMA 0.145

Employees of the Group 4 August 2004
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The following table discloses movements in the Company's
share options under the 2003 Option Scheme during the
six months ended 31 December 2006:

REE R R-ZBEXREF
R-ZBEARF E.A¥ t+ZR=t-—H
tHA—H 2B R o Bk 2 BB IR R
e & 2 B AR R Lapsed Balance at
Balance at during 31 December
1 July 2006 the period 2006
(i)
(Note)
900,000 - 900,000
720,000 - 720,000
680,000 - 680,000
2,300,000 - 2,300,000
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 31 December 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 lapsed upon the resignation of the
grantees.
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DIRECTORS’ RIGHTS TO PURCHASE SHARES OR
DEBENTURES

Other than the section headed “Share Option Schemes” as
described above, at no time during the six months ended 31
December 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 or 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 six months ended 31 December 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 31 December 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.
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CODE OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS

During the six months ended 31 December 2006, 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.

CODE ON CORPORATE GOVERNANCE PRACTICES

The Company has complied with the code provisions set out in
the Code on Corporate Governance Practices contained in Appendix
15 of the GEM Listing Rules for the six months ended 31 December
2006 except for the following deviations:

1. Code Provision A.2.1 stipulates that the roles of Chairman
and Chief Executive Officer should be separate and should
not be performed by the same individual. The division of
responsibilities between the Chairman and Chief Executive
Officer should be clearly established and set out in writing.

At present, Dr. Chan Chok Ki is both the Chairman and
Chief Executive Officer of the Company who is responsible
for managing the Board and the Group's business. Dr. Chan
has been both the Chairman and Chief Executive Officer of
the Company since its incorporation. The Board considers
that Dr. Chan has in-depth knowledge in the Group's
business and can make appropriate decisions promptly and
efficiently. The combination of the roles of Chairman and
Chief Executive Officer can effectively formulate and
implement the Group's strategies. The Board also considers
that this structure will not impair the balance of power and
authority between the Board and the management of the
Company as the board of directors, which comprises
experienced and high caliber individuals, meets regularly to
discuss issues affecting the operations of the Group. The
Group considers that, at its present size, there is no
imminent need to segregate the role of Chairman and Chief
Executive Officer.
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Code Provision A.4.1 stipulates that non-executive directors
should be appointed for a specific term, subject to re-
election. Code Provision A.4.2 stipulates that all directors
appointed to fill a causal vacancy should be subject to
election by shareholders at the first general meeting after
their appointment, and every director, including those
appointed for a specific term, should be subject to
retirement by rotation at least once every three years.

At present, the independent non-executive directors are
not appointed for a specific term, but are subject to
retirement by rotation and re-election in accordance with
the Company'’s Articles of Association. In addition, not every
director is subject to retirement by rotation at least once
every three years. Directors are subject to rotation in
accordance with the Articles of Association of the Company
(that at each annual general meeting, one-third of the
directors for the time being or, if their number is not a
multiple of three, the number nearest to but not greater
than one-third, shall retire from office) provided that
notwithstanding anything herein, the chairman of the Board
and/or the managing director of the Company shall not,
whilst holding such office, be subject to retirement by
rotation or be taken into account in determining the number
of directors to retire in each year. As such, with the exception
of the Chairman, all directors are subject to retirement by
rotation in accordance with the Company's Articles of
Association. The Board considers that the continuity of office
of the Chairman provides the Group a strong and consistent
leadership and is of great importance to the smooth
operations of the Group. Therefore, there is no imminent
need to amend the Articles of Association of 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. Yu Hon To, David.

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 KIl
Chairman and Chief Executive Officer

Hong Kong, 12 February 2007

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,
Professor Ching Pak Chung and Mr. Yu Hon To, David.
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