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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 GEM 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; (ii) 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$28,790,000 for the six months ended 31 December
2007, representing an increase of approximately 25%
when compared with the same period in 2006.

The Group recorded a profit attributable to the equity
holders of the Company of approximately HK$1,645,000
for the six months ended 31 December 2007.

The Board of Directors does not recommend the
payment of an interim dividend for the six months
ended 31 December 2007.
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Revenue
Cost of sales

Gross profit

Other income

Selling and distribution costs

Administrative expenses

Research and development
expenditure

Profit before taxation
Taxation

Profit for the period

Attributable to:
Equity holders of
the Company
Minority interests

Earnings per share
- basic

— diluted

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 2007, together with the
comparative unaudited figures for the corresponding periods
in 2006, as follows:

CONDENSED CONSOLIDATED INCOME STATEMENT

BEZ+-—A=+—-HLE ®BE+=-ZA=+-—HL
=@EA A~ME A
Three months Six months
ended 31 December ended 31 December

—RELE —TTRF ZBFELFE —ZTERX

2007 2006 2007 2006
it TET TEIT TET TR
Notes HK$’000  HK$'000  HK$’000  HK$'000

(RBERZR) (REEZ) (RREZR) CREHEZ)
(Unaudited) (Unaudited) (Unaudited) (Unaudited)

2 14,794 11,991 28,790 23,014
(7,558) (6,711) (14,672) (13,110)
7,236 5,280 14,118 9,904
166 204 295 330
(3,007) (2,389) (5,752) (4,510)
(2,771) (1,500) (4,746) (3,014)
(962) (1,058) (2,124) (2,073)
662 531 1,791 637
5 (374) - (386) -
288 531 1,405 637
497 587 1,645 664
(209) (56) (240) (27)
288 531 1,405 637
6

0.284licent 0.33{licent 0.91{licent 0.37{licent

0.271licent T EFIN/A 0.91lcent “iEAN/A
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CONDENSED CONSOLIDATED BALANCE SHEET

R-ZETLHF RZEZELF
+=ZB=+—H ~NA=1H
As at As at
31 December 30 June
2007 2007
B aF FET FET
Notes HK$’000 HK$'000
(REBERZ) (& 2Eiz)
(Unaudited) (Audited)
Non-current assets
Property, plant and equipment 7 1,580 650
Capitalised development costs 1,341 1,447
Interest in an associate - -
Available-for-sale investments 4,819 4,305
7.740 6,402
Current assets
Inventories 10,838 10,964
Trade and other receivables 8 6,767 6,565
Amount due from an associate 9 - 14
Bank balances and cash 13,484 11,726
31,089 29,269
Current liabilities
Trade and other payables 10 4,728 3,898
Amounts due to minority shareholders 11 459 502
Tax payable 139 -
5,326 4,400
Net current assets 25,763 24,869
Total assets less current liabilities 33,503 31,271
Non-current liabilities
Deferred tax liabilities 235 -
Net assets 33,268 31,271
Capital and reserves
Share capital 1,803 1,802
Reserves 31,906 29,681
Equity attributable to equity holders
of the Company 33,709 31,483
Minority Interests (441) (212)
Total equity 33,268 31,271
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RZEZAEAAZTH(BER) At 30 June 2006 (audited)
RBERN R BEEREEL Exchange differences on translation of
3:%:3 overseas operations
IRHERELTEE S Gain on fair value of available-for-sale
investments
EREEGRRAZUA(RY) Net income (expense) directly recognised
e in equity
rHERHN Profit for the period
THEERAUA (R 68 Total recognised income (expense) for
the period

RZEERE+TZA=T-A(REEH) At 31 December 2006 (unaudited)

RAEENEB EEMEEL Exchange differences on translation of
EXZD overseas operations
AREERERTERBNE Gain on fair value of available-for-sale
investments
ERTERNERZMA(RR) Net income (expense) directly recognised
2 in equity
KA Profit for the period
AERERINA (R 68 Total recognised income (expense) for
the period
RIEERERRTLER Issue of ordinary shares upon exercise of
share options
RIZRLERA=THEER) At 30 June 2007 (audited)
REERNERCRAMES L Exchange differences on translation of
EfzE overseas operations
AREEREATERBNE Gain on fair value of available-forsale
investments
EREEGNERZMAEE Net income directly recognised in equity
AEEET Profit for the period
AERERAUA (R B8 Total recognised income (expense) for
the period
RMTEERER BT RR Issue of ordinary shares upon exercise of
share options

RIBELET-A=T-H(REZER) At 31 December 2007 (unaudited)

AEEZBHFBLERENR-_FT-—FHAETSE
EEEARHEBAZHBARGH ZRAEEREARG
BOUBRAMESEEREZHEME ZEZR -

CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY
For the six months ended 31 December 2007

AR ARESE AER
Attributable to equity holders of the Company
kg REER

EfhR (B 4) YERR

RE  RORE EXEE Investment HFIEE  Retained 13
Share Share Translation revaluation  Special profits @5 Minority @
Capital premium  reserve  reserve reserve  (deficit) Total Interests Total
FErT  FET  TAT  FArT  FEr  TErT  TEAT  FEr  TEL
HK$'000  HK$'000  HKS'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HK$'000
1,800 21,605 (85) 458 14,990 (9,736) 29,032 (248) 28,784
- - (118) - - - (118) (15) (133)
- - - 457 - - 457 - 457
- - (118) 457 - - 339 (15) 324
- - - - - 664 664 (27) 637
- - (118) 457 - 664 1,003 (42) 961
1,800 21,605 (203) 915 14,990 (9,072) 30,035 (290) 29,745
- - (78) - - - (78) (8) (66)
- - - 68 - - 68 - 68
- - 78 68 - - (10 ) (18
- - - - - 1423 1423 86 1,509
- - (78) 68 - 1423 1413 78 1,491
2 33 - - - - 35 - 35
1,802 21,638 (281) 983 14,990 (7,649) 31,483 (212) 31,271
- - 69 - - - 69 i 80
- - - 503 - - 503 - 503
- - 69 503 - - 572 i 583
- - - - - 1,645 1,645 (240) 1,405
- - 69 503 - 1,645 2,217 (229 1,988
1 8 - - - - 9 - 9
1,803 21,646 (212) 1,486 14,990 (6,004) 33,709 (441) 33,268

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.



HHGEHERER CONDENSED CONSOLIDATED CASH FLOW STATEMENT

BZ+=-A=+—-8L
~EA
Six months ended
31 December

—EELF —EERF
2007 2006
FET FHETT
HK$’'000 HK$'000
(REER) (REsEZ)
(Unaudited) (Unaudited)
Ba/(JERARN) REER IR %5 Net cash generated from/(used in)
operating activities 3,406 (2,447)
FERRIEEXB 7RSS 55 Net cash used in investing activities (1,605) (160)
(FEAR) /BARBEK 2 IRe F5E Net cash (used in)/generated from
financing activities (43) 20
HeRREEBWLE N, () 558 Net increase/(decrease) in cash and
cash equivalents 1,758 (2,581)
R zRE MR EEFEY Cash and cash equivalents at beginning of
the period 11,726 13,354
RER ZIRE MRS EEY Cash and cash equivalents at end of
(BMRITAEBR RIRS) the period, representing bank
balances and cash 13,484 10,773
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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 2007.

REVENUE

Revenue represents the amount received and receivable
for goods sold, less returns and allowances, to outside

customers during the period.

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 as 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:
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Six months ended 31 December 2007

i
GHEZ 3 £
oy % Other Asian Middle Bl The M Bl H4 &e
Hong Kong  Singapore  countries East Europe  Americas Africa  Australia Eliminations Consolidated
AT FAT FET AT FAT FET FET AT FAT AT
HK$000 HK$000 HK$'000 HK$'000 HK$000 HKS$'000 HK$'000 HKS$000 HK$'000 HK$'000
BA REVENUE
RENRZHE External sales 4,048 2,317 4,029 2,943 9,174 1,366 4,868 45 - 28,790
PHEHE Inter-segment sales - 1,460 129 - 6,689 - - - (8,278) -
0N Total revenue 4,048 3m 4,158 2,943 15,863 1,368 4,868 45 (8,278) 28,790
PoEE SEGMENT RESULT 1,247 (17 769 972 1,407 367 2,002 2 (58) 6,710
AEANRARA Unallocated corporate income 295
REASMARER Unallocated corporate expenses
-TRREHER - Administrative and other
expenses (3,090)
-RERERRH - Research and development
expenditure (2,124)
-1 - Taxation (386)
KEEEH Profit for the period 1,405
HE_ZTZRF+A=T—HI~EA Six months ended 31 December 2006
ity
SE% hR 3|
B Fms Other Asian Middle B The E3l ) bz 748
HongKong  Singapore  countries East Europe  Americas Afica  Australia  Eliminations Consolidated
T FET FAT AT AT FET Er AT T T
HK$'000 HKS'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
WA REVENUE
RESNRZHE External sales 3280 2393 2,569 2,068 8,343 339 2490 1532 - 23,014
ARE HE Inter-segment sales - 1,484 78 - 3,205 - - - 4.967) -
0N Total revenue 3280 3817 2,847 2,068 11,548 339 2490 1532 (4.967) 2,014
PR | SEGMENT RESULT n (60) 111 51 2016 47 789 618 74 4447
READHATIA Unallocated corporate income 130
REPMATER Unallocated corporate expenses
-fRRABER - Administrative and other
expenses (2,067)
-FERERX L - Research and development
expenditure 2073
RERRA Profit for the period 9

DEHEZEERERANE-—BNLEEE -

Inter-segment sales are charged at cost plus a percentage

mark-up.
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4.

PROFIT BEFORE TAXATION

BE+=-A=+—-HL
=@A

Three months ended

BE+t-A=+—-HL
A~ ME B
Six months ended

31 December 31 December

Profit before taxation has been arrived at

after charging (crediting):

Allowance for bad and doubtful
debts

Amortisation of capitalised development costs

included in research and
development expenditure

Depreciation of property, plant
and equipment

Dividends from available-for-sale investments

Interest income

Write-down of inventories

BRGZEKRERA Z BRI

HABEBNESHER

HN BN IR

iR AT IR

Provision for Hong Kong profits
tax for the period
Overseas taxation for the period

Deferred taxation

—BREFE —_TTARE ZBBEF _—TTRF

2007 2006 2007 2006

FHET FET FET TET

HK$’000 HK$'000 HK$’000 HK$’000

186 - 186 -

209 198 565 402

149 94 268 215

(46) (42) (57) (51

(98) (96) (213) (180)

148 621 259 1,038
TAXATION

Taxation charge in the condensed consolidated income
statement represented:

BE+Z-ZA=t+—-HL
=@A

Three months ended

BEZE+=-A=+—81t
A~ ME B
Six months ended

31 December 31 December

—RTLE ~TTAF ZBELE “TIAF
2007 2006 2007 2006
FHT FHAT FHT FHT
HK$'000 HK$'000 HK$’000 HK$'000
(139) - (139) -

- _ (12) _

(139) - (151) -

(235) - (235) -

(374) - (386) -




EEMBHARE-_STLFE+-_A=+—AL
NEAAREBELERNRAES 2B ERBH
FIE TR N7 5% 5F -

HRERTEN O WA 2 HEBETEESL
WEARBHE _ZTTEREF+ _A=1+—H8 1 XE
ANBBEL BN M EMBIR -

BOMNRIRIE S —HAEBINEEZ B DR Z fE
ERBOEN - RENZZADERRER 2 B XF
BB -

BRER 6.

ARAEBARRERAARGEREAREER
MIRIBEA T BUERF & -

Hong Kong profits tax is calculated at the rate of 17.5% on
the estimated assessable profits arising in or derived from
Hong Kong for the six months ended 31 December 2007.

No tax was payable on the profit for the six months ended
31 December 2006 arising in or derived from Hong Kong
since the assessable profits were wholly absorbed by tax
losses brought forward.

Overseas taxation represents tax charges on the estimated
assessable profits of a subsidiary operating overseas,
calculated at the rates applicable in the respective

jurisdiction for the period.

EARNINGS PER SHARE

The calculation of basic and diluted earnings per share
attributable to the ordinary equity holders of the Company

is based on the following data:

BE+-—HA=+—HLt BE+-—A=+—HL
=@A ~EA

Three months ended Six months ended

31 December 31 December

ZEBREFE —TTREFE ZBBLFE _—ZTITRF

2007 2006 2007 2006
FHETT FET FHETT FET
HK$'000 HK$°000 HK$’000 HK$'000
2| Earnings
AHRAQRERFEEA Profit for the period attributable to
P& & K equity holders of the Company 497 587 1,645 664
FR TR TR TR
‘000 ‘000 ‘000 ‘000
RBUAGEERERERNZ Weighted average number of
L i AR N T # ordinary shares for the purpose of
basic earnings per share 180,300 180,000 180,297 180,000
LWTBEEBEHRE B 2 Effect of dilutive potential ordinary
2 shares in respect of:
— R — Share options 1,355 R@EAN/A 1,359 FEAN/A
RUTESkREERN Weighted average number of
LB AN T ordinary shares for the purpose of
diluted earnings per share 181,655 TiEAN/A 181,656 T EAN/A

HRBE_FTTRNFt_A=t—BLEREAZ
RETEBRES EAMBZSERESABNAR
BEYE HABEINLERRzSREERT -

Diluted earnings per share for the six months ended 31
December 2006 has not been shown as the share options
outstanding during last period had an anti-dilutive effect

on the basic earnings per share for last period.



ME- -BERRE 7. PROPERTY, PLANT AND EQUIPMENT

B2 T+t F+_A=+—HIEARAEAR &K During the six months ended 31 December 2007, the
SEREREBAERE  BMEEE AELH Group spent approximately HK$1,203,000 on computer and
EY RSB 41,203,000/ 7T ° office equipment, furniture and fixtures, motor vehicle and

leasehold improvement.

FE UK BR TR R H i FE U R 8. TRADE AND OTHER RECEIVABLES

REEGKTEESEF=THZEEH - The Group allows credit period of 30 days to some of its
trade customers.

EWEFREHEGOCERFBERERKRE ZERY Included in trade and other receivables are trade
4,581,000 L (ZZEZLF A =+H : 4,379,000 receivables of approximately HK$4,581,000 (30 June 2007:
L) c REERIRMERE YN A AR HK$4,379,000). The following is an aged analysis of trade
Mt ERWER ZEREDTAOT ¢ receivables at the balance sheet date prepared on the

basis of payment due date of sales invoice:

—EELF —ETF
+=—A=+—H NA=1H
31 December 2007 30 June 2007
FET FET
HK$'000 HK$'000
BOEA 3% Current

(BEEBRAFEAR) (including less than 1 month overdue) 3,548 3,318
wmHEE 3@ A 1 to 3 months overdue 730 897
460 B 8 3 31 A More than 3 months 303 164
4,581 4,379

EWEE QR 2 RE 9. AMOUNT DUE FROM AN ASSOCIATE
—E22tF —ETEF
+=A=+-—8 ANA=+H
31 December 2007 30 June 2007
FET FET
HK$’000 HK$'000
ES5KRE Trade account - 14
Z2BRBEAEER  THANERASERBEEM The trade account was unsecured, non-interest bearing
EYBMERNRCTHEERRISH REERZ and the Group allowed an average credit period of 45 days
ESEBERBEANTIAERMRETZEEHRN - for sales made to the associate. The trade account at the

balance sheet date were aged within the credit period

granted by the Group.

10



10.

11.

12.

FE A9 RR X % L i FE A9 3K 10.

ENERLEMCESKERENE S ERLY
2,134,000 T (ZZ2Z+F X A=+ H : 723,000
B REERRHERERZIHNNFAHR

TRADE AND OTHER PAYABLES

Included in trade and other payables are trade payables of
approximately HK$2,134,000 (30 June 2007: HK$723,000).
The following is an aged analysis of trade payables at the

EEMAERNERZRESTWT

BIEAS 3K
(BHEBHAINEA)

w1 = 31 A

BHEB3EABEI12MEA LA

B BRRARIEA
REBHBAEERR - THAEREAR

BEALXRS

ki

balance sheet date prepared on the basis of payment due

date of supplier’s invoice:

—EELF —ETEF
+=-—A=+—H NA=1H
31 December 2007 30 June 2007
FET FET
HK$'000 HK$'000
Current

(including less than 1 month overdue) 2,046 619
1 to 3 months overdue 80 104

More than 3 months but less than
12 months overdue 8 -
2,134 723

11. AMOUNTS DUE TO MINORITY SHAREHOLDERS

5

3
ol

repayable on demand.

The balance are unsecured, non-interest bearing and are

12.

RELATED PARTY TRANSACTIONS
BZ+-A=+—8H1Lt
~E A
Six months ended
31 December

—EELF ZEEREF
2007 2006
FET FEIT
HK$'000 HK$'000
mEEE R FIHE Sales to an associate 64 63
REHTHERAREBERZFBEWA Interest income from loan to
an associate 2 2
MEBRTAE ([HA]) ZFREE Service fee to The City University of
Hong Kong (' City University") 38 32

FFAEtin City Limited (ARRIZEERR 2 —)
0% EE LM ACEERARAWMA L2 ENB

AR ¢

11

CityU Enterprises Limited, a wholly owned subsidiary of

City University, holds a 30% interest in Etin City Limited, a
substantial shareholder of the Company.



13.

TREEABNEE
EENHEMTIEZEEEXRERBEAZHSNT

Compensation of Key Management Personnel

The remuneration of directors and other members of key

management during the period was as follows:

BZEZ+-ZA=+—8H1t
ANEA
Six months ended
31 December

—E2RLF —ETRF

2007 2006

FET FET

HK$’000 HK$’000

o Bi 2 A Short-term benefits 2,423 2,311
BERR 2 18 T Post-employment benefits 36 36

EZRIZTBRABNME D AFMEZEERE
BEMNKELTSBEELEE

HHHEHREE

R-ZEZNF—A-+-H' —H2EBRAZRE
BERREHFA RMAEE BRI RRLY
163,000 L2 0 BE  WEHEHGFASHK K&
ERNFATRETREERE A -

13.

12

The remuneration of directors and key executives is
determined by the remuneration committee having regard

to the performance of individuals and market trends.

POST BALANCE SHEET EVENT

On 22 January 2008, a District Court civil action had been
commenced by a subcontractor against a subsidiary of
the Group in respect of a claim for sub-contracting fees
of approximately HK$163,000 and a writ of summons was
issued. The Group intends to dispute both liability and

quantum in the proceedings.



THERE
EEETRENBE_TTLF+ - A=+—AL=
BARNEAZFHRE(ZTBARF ) -

BB EE
BE—_TT+F+-A=+—BU~EA KEE%
BEETEL28,790,0008 L REFRPZEEHEY
23,014,000 T N #4125% - REBEE—_TEE+F+ =
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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 2007 (2006: Nil).

FINANCIAL REVIEW

For the six months ended 31 December 2007, the Group
recorded a turnover of approximately HK$28,790,000,
representing an increase of about 25% as compared with a
turnover of approximately HK$23,014,000 of the same period
last year. During the six months ended 31 December 2007, the
Group’s RX series product contributed approximately 54% of
the Group's total turnover. Profit attributable to shareholders
for the six months ended 31 December 2007 amounted to
approximately HK$1,645,000, as compared to HK$664,000 of
the same period last year.

The Group's balance sheet remains strong, with substantial
liquidity and a prudently low level of gearing. During
the six months ended 31 December 2007, the Group had
capitalised operating costs of approximately HK$459,000
(2006: HK$169,000) in respect of development of advanced
CCTV products. In line with the Group's business expansion,
overall operating costs had increased by approximately 31.5%
to HK$12,622,000, as compared to HK$9,597,000 for the same
period in 2006.

BUSINESS REVIEW

The Group is principally engaged in research and
development and sales and marketing of audio and video
surveillance systems. During the period under review, the
Group succeeded in achieving both growth and profitability
in the highly competitive CCTV market. This reflected
management’s effort of providing a wide range of high-
tech products and customer services in the market, and
the optimisation of the Group’s operational efficiency in a
competitive environment. During the period, the Group
continued to conduct exhibitions and seminars in various
countries with a view to enhance the TeleEye brand image
worldwide.

In October 2007, TeleEye RX504 Mobile Video Recording
Server has won the Gold Award (Security Category) in the
2007 Hong Kong Electronic Industries Association (HKEIA)
Award for Outstanding Innovation and Technology Products
during the Hong Kong Electronic Fair 2007, the largest
electronic exhibition in Asia and the second largest in the
world. This is the fifth consecutive year that the HKEIA Award
goes to TeleEye technology products.

The Group has recently received the 2007 Hong Kong Top
Brand Awards” from the Hong Kong Brand Development
Council and the Chinese Manufacturers’ Association of Hong
Kong. The Award aims to give recognition to outstanding
brandnames established by Hong Kong companies. The
purpose of the” Hong Kong Top Brand Awards” is to
encourage local enterprises in their pursuit of excellence, to
promote Hong Kong products, and to enhance the profile of
Hong Kong industries, both locally and internationally. Among
the finalists,” TeleEye” is an international brand representing
technology development in Hong Kong.
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BUSINESS OUTLOOK

Looking ahead, the Group will continue its policy of focusing

on its core strength of developing and sourcing innovative
and quality products, and will continue to explore into new
markets in countries with good market potential in order to
broaden the source of revenue. The Group expected that the
revenue from the TeleEye RX series products will continue
to be a major contribution of the Group's total turnover. The
directors remain 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.

SEGMENT INFORMATION
Europe
Europe is still the largest market of the Group, whose turnover

for the six months ended 31 December 2007 amounted to
approximately HK$9,174,000 (2006: HK$8,343,000) or 32%
(2006: 36%) 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. Due to increase in total operating cost of TeleEye
Europe Limited, segment profit reduced to approximately
HK$1,407,000 (2006: HK$2,016,000).

Africa

Africa is the second largest market of the Group. Turnover
for the six months ended 31 December 2007 amounted to
approximately HK$4,868,000 (2006: HK$2,490,000) or 17%
(2006: 11%) of the Group's turnover. The increase in turnover
was mainly due to the appointment of a new distributor
in South Africa in the last corresponding period which
strengthened the sales and customer support in the South
Africa market. Segment profit increased to approximately
HK$2,002,000 (2006: HK$789,000).

Hong Kong

Turnover for the six months ended 31 December 2007
amounted to approximately HK$4,048,000 (2006:
HK$3,280,000) or 14% (2006: 14%) of the Group's turnover.
Segment profit increased to approximately HK$1,247,000
(2006: HK$311,000).

Other Asia Countries

Turnover for other Asia countries for the six months ended
31 December 2007 amounted to approximately HK$4,029,000
(2006: HK$2,569,000) or 14% (2006: 11%) of the Group's
turnover. The increase in turnover was due to the increasing
marketing efforts applied in the region. Segment profit
increased to approximately HK$769,000 (2006: HK$111,000).
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Singapore

Turnover for Singapore for the six months ended 31 December
2007 amounted to approximately HK$2,317,000 (2006:
HK$2,393,000) or 8% (2006: 10%) of the Group's turnover. The
segment reported a loss of approximately HK$17,000 (2006:
loss of approximately HK$80,000).

Middle East

Turnover for Middle East for the six months ended 31
December 2007 amounted to approximately HK$2,943,000
(2006: HK$2,068,000) or 10% (2006: 9%) of the Group's
turnover. The segment reported a profit of approximately
HK$972,000 (2006: HK$561,000).

The Americas

Turnover for the six months ended 31 December 2007
amounted to approximately HK$1,366,000 (2006: HK$339,000)
or 4.8% (2006: 2%) of the Group's total turnover. Segment
profit increased to approximately HK$367,000 (2006:
HK$47,000).

Australia

Turnover for the six months ended 31 December 2007
amounted to approximately HK$45,000 (2006: HK$1,532,000)
or 0.2% (2006: 7%) of the Group's total turnover. Segment
profit reduced to approximately HK$21,000 (2006: HK$618,000)

EMPLOYEE INFORMATION
As at 31 December 2007, the Group employed 35 (2006: 34)
full time employees in Hong Kong and 17 (2006: 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$7,568,000 (2006: HK$6,400,000).

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 option schemes.
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LIQUIDITY, FINANCIAL RESOURCES AND GEARING
RATIO

As at 31 December 2007, non-interest bearing loans were

outstanding to minority shareholders. The loans were to
finance the operation of some of the Group's subsidiaries and
were repayable on demand. During the period, the Group had
repaid GBP4,000 to one of the minority shareholders. There
were no drawing to these loans during the period.

Other than the above, the Group mainly used its internal
resources to finance its operations during the six months
ended 31 December 2007. 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 2007 (30 June 2007:
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 2007 was approximately 1% (30
June 2007: 1%).

The Group had bank balances, deposits and cash of
approximately HK$13,484,000 as at 31 December 2007 (30
June 2007: HK$11,726,000).

CAPITAL STRUCTURE

Apart from the aforesaid non-interest bearing loans from

minority shareholders, the Group did not have any borrowings
during the period under review.

During the period, 60,000 share options were exercised which
resulted in the issue of 60,000 ordinary shares of the Company
and new share capital of HK$600 and share premium of
HK$8,100 (before issue expenses). 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 2007.

MATERIAL ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES AND AFFILIATED COMPANIES
In December 2007, the Group had disposed of an associate

engaged in sales and marketing of audio and video
monitoring systems in Japan for a cash consideration of
JPY294 equivalent to approximately HK$21. Save as aforesaid,
the Group did not make any material acquisitions and
disposals of subsidiaries and affiliated companies for the six
months ended 31 December 2007.

CHARGE ON ASSETS
As at 31 December 2007, the Group did not have any charge

on its assets (30 June 2007: Nil).
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FUTURE PLAN 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 2007: 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 2007, the Group did not have any
contingent liabilities (30 June 2007: Nil).

DIRECTORS’ AND CHIEF EXECUTIVES'’

INTERESTS IN SHARES AND SHARE OPTIONS

At 31 December 2007, 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:

REOER Long position in shares
(a) ARFIFREE0.O01E T EiHK (a)  Ordinary shares of HK$0.01 each of the Company
BHE®T RAFR B BT
ZERHE RAT 4L
Number of Percentage of
issued the issued
BEEnE 30) ordinary share capital
Name of director Capacity shares held of the Company
BRIEEB L BXEGEERE (A1) 104,000,000 57.68%
Dr. Chan Chok Ki Held by controlled corporation (note 1)
REFEEL AREFEAERFHE (A1) 104,000,000 57.68%

Dr. Chan Cheung Fat

Held by controlled corporation (note 1)
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Notes:

(b) BRE (b)
EEHR 14
Name of director Capacity
PR {EEIE L Emma A (Hit2)
Dr. Chan Chok Ki Beneficial owner (note 2)
BEaE T EmaAN(Mit2)
Dr. Ma Chi Kit Beneficial owner (note 2)
AR K EE EmmaA(Miz2)
Mr. Ho Ka Ho Beneficial owner (note 2)

Bz -

(1 RZZEELF+_A=+—H FEHAEAQRE (M
AT R AN 4957.68% 2 B 7 M Etin City Limited#¥
A ° Etin City LimitedfEtin Tech Limited &3k X
TEFRAFDHIRI0O%R30% 2 L HlIEAE © Etin
Tech LimitedyHBRIEEE L REZEEFE L §
FEHEBLRARKEED BIIEH44.3% ~ 34.3% -
14.3%R%7.1% 2 LB HEH - ARARIEREE I RERE
BETHENBRERE E/TE E 617 30%3K
PA_EZ Etin Tech Limited Z 1% 224 - # 1% SR 1E
¥ A P& M Etin City LimitedB5 B AR B 2 D »

2) ZEBBREDBEBEARARMCEREFERT (2)

5 EHBREE BN T X BARE

g —#n-

BEXHEBEEND - REEUAEEER TN
BERMERR 2 REABRDIN
=t+—B ARAZEF FBTHRABLARIFZH
AT ERNARA S EAEAEBEE 2 ARG -
HEBRNXEFTREBEAERIORAE -

R-ZEZTELF+A

Share options

=] il
BREHE R&EE
Number of Number of

share underlying
options held shares
2,700,000 2,700,000
2,160,000 2,160,000
2,044,000 2,044,000

These shares, representing approximately 57.68% of the
issued share capital of the Company as at 31 December
2007, 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 2007, 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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FRRZESR

Directors of the Company

BRIEEB + T -FWA+=H
Dr. Chan Chok Ki 12 April 2001
BEREL —ET-FWA+=H
Dr. Ma Chi Kit 12 April 2001
AIRREE —ET-FWA+ZH
Mr. Ho Ka Ho 12 April 2001
AEERE “ZE-FWOA+TH
Employees of the Group 12 April 2001

SHARE OPTION SCHEMES

(i)
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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.

The following table discloses movements in the
Company’s share options under the Pre-IPO Scheme
during the six months ended 31 December 2007:

REE R R-BZLF
BRERE R-BELF Bi¥ez +=ZA=t-H
TEE tA—-H B el 84 2 B AR FE
Exercise R EBRE Lapsed Balance at
price Balance at during the 31 December
per share 1 July 2007 period 2007
BT (Hrat)
HK$ (note)
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 2,056,000 (884,000) 1,172,000
6,660,000 (884,000) 5,776,000
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No options had been exercised since the date of grant.
At 31 December 2007, the number of shares in respect
of which options had been granted under the Pre-IPO
Scheme represents 3.2% of the shares of the Company
in issue at that date.

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

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; (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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The following table discloses movements in the
Company’s share options under the 2003 Option
Scheme during the six months ended 31 December
2007:

R-ZEBtF REER R-BZtF
SRERE tA—~H 2Ttz t=A=+-—-8H
TEE HezBERE BRE HHZBERE
Exercise Balance Exercised Balance at
price at during 31 December
per share 1 July 2007 the period 2007
BT
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
0.145 140,000 (60,000) 80,000
2,440,000 (60,000) 2,380,000

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 2007, the
number of shares in respect of which options had been
granted under the 2003 Option Scheme represents
1.3% of the shares of the Company in issue at that date.

The 60,000 share options exercised during the period
resulted in the issue of 60,000 ordinary shares of the
Company and new share capital of HK$600 and share
premium of HK$8,100 (before issue expenses). The
weighted average closing price per share immediately
before the date in which the option for 60,000 shares
was exercised (i.e. 12 July 2007) was HK$0.42.
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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 2007 was the Company, its holding company or 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 2007.

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
2007.

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 six months ended 31 December 2007, 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.
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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 2007 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.

2. 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.
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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, for
stability reasons, there is no imminent need to amend
the Articles of Association of the Company.

AUDIT COMMITTEE

The audit committee has four members comprising three
independent non-executive directors, namely Professor Siu
Wan Chi, Professor Ching Pak Chung and Mr. Yu Hon To,
David and one non-executive director, namely Professor Chan
Cheung Fat.

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. 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 February 2008

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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