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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 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 the Rules Governing the Listing of Securities on the GEM 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: (1) the information contained in this
report is accurate and complete in all material respects and not misleading; (2) there are no other matters the omission
of which would make any statement in this report misleading, and (3) all opinions expressed in this report have been
arrived at after due and careful consideration and are founded on bases and assumptions that are fair and reasonable.
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HIGHLIGHTS

The Company and its subsidiaries (collectively
referred to as the “Group”) recorded a turnover of
approximately HK$9,370,000 for the three months
ended 30 September 2011, representing a decrease
of approximately 23% when compared with the
same period in 2010.

The Group recorded a loss attributable to the
owners of the Company of approximately
HK$721,000 for the three months ended 30
September 2011, as compared with a profit of
approximately HK$1,255,000 for the same period
in last year. The deterioration in the performance of
the Group is mainly attributable to drop in sales.

The board (the “Board”) of directors (the
“Directors”) does not recommend the payment of
an interim dividend for the three months ended 30
September 2011.
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RESULTS
The Board of Directors of TeleEye Holdings Limited (the

“Company”) hereby announces the unaudited consolidated
results of the Group for the three months ended 30

September 2011, together with the comparative unaudited

figures for the corresponding period in 2010, as follows:

CONDENSED CONSOLIDATED STATEMENT OF

COMPREHENSIVE INCOME

Revenue
Cost of sales

Gross profit

Other income

Selling and distribution costs
Administrative expenses

Research and development expenditure

(Loss)/profit before taxation
Income tax expense

(Loss)/profit for the period

Other comprehensive (loss)/income:
Exchange (loss)/gain on translating
foreign operations
(Decrease)/increase in fair value gain
on available-for-sale investments

ANEARE M2 E (EE), Uz Other comprehensive (loss)/income for

the period

ANEAR 2 mE (F18) Wz 48%8 Total comprehensive (loss)/income for the

period

it
NOTES

BEAA=+HL=@EA
Three months ended

30 September

—E——F
2011
FET
HK$'000
(REER)
(Unaudited)

—E-TF
2010
FET
HK$°000
(RE&EZ)
(Unaudited)

9,370 12,230
(4,647) (5,905)
4,723 6,325

47 33
(2,156) (2,118)
(2,206) (1,548)
(1,138) (1,236)
(730) 1,456

— (214)
(730) 1,242
(188) 127
(1,404) 732
(1,592) 859
(2,322) 2,101




BENAA=+HL=EA
Three months ended
30 September

—E——F —T-FF
2011 2010
it FET FET
NOTES HK$°000 HK$'000
(RBEZ) (REEZ)
(Unaudited) (Unaudited)
BTy AT EEZREE (Loss)/profit for the period
(E518),/FE - attributable to:
PAN/NETE F DN Owners of the Company (721) 1,255
IEVERRE Non-controlling interests (9) (13)
(730) 1,242
A TA AT EBIEAREEZ®E  Total comprehensive (loss)/income
(B18),/ a4 % for the period attributable to:
RRRHEB A Owners of the Company (2,319) 2,120
FEfE I e Non-controlling interests 3) (19)
(2,322) 2,101
FR(EE) (Loss)/earnings per share 6
— BEK — Basic (8.0) il cents 13.91li cents
— ¥y — Diluted (7.9) 1l cents 13.91li cents
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NOTES TO THE CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS

1.

GENERAL

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

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

BASIS OF PREPARATION

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

The principal accounting policies adopted in the
preparation of the unaudited consolidated results are
consistent with those adopted by the Group in its annual
accounts for the year ended 30 June 2011.

The Group has adopted a number of new and revised
standards, amendments and interpretations which are
effective for the Group’s accounting periods beginning
on or after 1 July 2011. The adoption of these new and
revised standards, amendments and interpretations does
not have significant impact on the accounting policies of
the Group.

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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4, (LOSS)/PROFIT BEFORE TAXATION

BEAA=TRL=EA

Three months ended

30 September

S
2011
FET
HK$°000
(Loss)/profit before taxation has been arrived at
after charging/(crediting):
Allowance for bad and doubtful debts 269

Allowance for/(Reversal of) provision for

allowance for obsolete stocks

(included in cost of sales) 110
Amortisation of capitalised development costs

(included in research and development

expenditure) 171
Depreciation of property, plant and equipment 164
Dividend income from listed equity securities (47)

Loss on disposal of property,
plant and equipment —
Net foreign exchange gain (48)

—F-FF
2010
FHET
HK$'000

189
173
(16)

1
(443)

5. INCOME TAX EXPENSE

Income tax expense in the condensed consolidated

statement of comprehensive income represented:

BEAA=TRL=EA

Three months ended

30 September

S
2011
FHET
HK$'000

Provision for Hong Kong profits tax for the period —

—EF-FF
2010
FET
HK$'000

214

Hong Kong Profits Tax is calculated at the rate of 16.5%

of the estimated assessable profits for both periods.

30 September 2011.

No provision for income tax expense has been made as
the Group had no assessable profit for the period ended
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6. (LOSS)/EARNINGS PER SHARE

The calculation of basic and diluted earnings per share

attributable to the owners of the Company is based on

the following data:

(Loss)/earnings
(Loss)/earnings for the purpose of basic
and diluted earnings per share
((Loss)/profit for the period attributable to
owners of the Company)

Numbers of shares
Weighted average number of ordinary shares
for the purpose of basic earnings per share

Effect of dilutive potential
ordinary shares:
— Share options

Weighted average number of ordinary shares
for the purpose of diluted earnings
per share

BENB=1THL=M@EA
Three months ended
30 September

S —E-%F
2011 2010
FAT FHT
HK$°000 HK$°000
(721) 1,255

F I FH

‘000 ‘000

9,039 9,015

79 23

9,118 9,038




7. BEEE 7. MOVEMENT OF RESERVES

mARLREE AR

Attributable to owners of the Company

REEH Bh# git (58 FER
Bx  BiEE  ERRE fife BE  RBRE /RedE a3t B a3t

Accumulated

[nvestment Share (losses)/ Non-
Share Share  Translation  revaluation options Special retained controlling
capital premium reserve reserve reserve reserve profits Total interests Total

TEL TET TEL TET TEL TETL TiEL TEL TiET TEL
HK$ 000 HKS'000 HK$ 000 HKS 000 HK$'000 HK$ ‘000 HK$'000 HK$ ‘000 HK$ 000 HK$ ‘000

RZE-FELA-B  At1ly2010

(B%R) (audited) 1803 21,646 (1) (640) 1,102 14,990 (253) 38537 (141) 383%
THEAE/(B8)  Pofitlloss) for the period - - - - - - 1,255 1,255 (13) 1,202
AEEENZE Other comprehensive

Wz/(BR) income/(loss) for the

period - - 133 132 - - - 865 (6) 859

rEE2ENE/ Total comprehensive
(Bg)eg income/[loss) for
the period - — 133 732 - — 1,255 2120 (19 2,101

RZZ-SENAZTH At 30 September 2010
(RE2H) (unaudted) 1,803 21,646 2 9 1102 14990 1,002 40,657 (160) 40,497

RZE-——ELA-B  AtTlly2011

(827 (audited) 1,808 21817 107 753 1,022 14,990 953 41,450 (177) 41,273
TEHEE Loss for the period - - - - - - 1) (721) 9 (730)
AEEENZE Other comprehensive

(B8)/ i (lossYincome for

the period - - (194) (1,404 - - - (1,598) 6 (1,59

TEM2ESELEE  Total comprehensive loss
for the period - — (194) (1.404) - — (121) 2319 B 231

RZZ——FNAZFH  At30 September 2011
(RE2H) (unaudted) 1,808 2817 87) (651) 100 14990 3 39,131 (180) 38,951
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INTERIM DIVIDEND

The Board does not recommend the payment of an interim
dividend for the three months ended 30 September 2011
(2010: Nil).

FINANCIAL REVIEW

For the three months ended 30 September 2011, the
Group recorded a turnover of approximately HK$9,370,000,

representing a decrease of about 23% as compared with a
turnover of approximately HK$12,230,000 of the same period
last year.

The Group recorded a loss attributable to the owners of the
Company of approximately HK$721,000 for the three months
ended 30 September 2011, as compared with a profit of the
approximately HK$1,255,000 for the same period in last year.

BUSINESS REVIEW

The weak demand due to the Euro zone debt crisis together

with volatility in currency market has affected significantly
the sales of the Group. Inflationary pressure also made cost
control more challenging. As a result, we are reporting a net
loss of about HK$721,000 this quarter.

In this quarter, we continued to promote our new High
Definition (“HD") video surveillance systems through seminars
and training sessions in Europe, Asia and Africa. The seminars
were well received by enthusiastic channel customers.

BUSINESS OUTLOOK
The flooding in Thailand has disrupted significantly the global

supply of hard disk, an essential component of our video
recording servers. To tackle the situation, the management
is substantially increasing the hard disk inventory and
implementing sales allocation policy. However, if the hard disk
shortage prolongs for more than a month, it may adversely
affect our sales globally.

Several new models of TeleEye HD video surveillance cameras
and HD video recording servers will be launched in the
final quarter of 2011. The new additions will significantly
strengthen our HD product line. We are actively organizing
exhibitions, seminars and training programs to promote the
new products.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN
SHARES AND SHARE OPTIONS

At 30 September 2011,
executives and their associates in the shares and share

the interests of the Directors, chief

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:

RGBER : Long position in shares:
(a) AAAFHREEO0.2ETZEER (a)  Ordinary shares of HK$0.2 each of the Company
BECRT ERARBET
ERERHE RAB DL
Number of Percentage of
issued the issued
EEpE 51 ordinary share capital
Name of Directors Capacity shares held of the Company
BRIEEHK AXEHEERE (M 1) 5,200,000 57.5%
Prof. Chan Chok Ki Held by controlled corporation (note 1)
BREBEL HRECEERA (HZ 1) 5,200,000 57.5%
Dr. Chan Cheung Fat Held by controlled corporation (note 1)
(b) BRE (b) Share options
BFEBRE HER D
#E #E
Number of Number of
EEME 51 share underlying
Name of Directors Capacity options held shares
RIERHE ERBBAANGZ2) 135,000 135,000
Prof. Chan Chok Ki Beneficial owner (note 2)
FEAEL BERBEAMZ2) 126,000 126,000
Dr. Ma Chi Kit Beneficial owner (note 2)
ARZEE BERBBEAMT2) 124,000 124,000
Mr. Ho Ka Ho Beneficial owner (note 2)
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN

SHARES AND SHARE OPTIONS (CONTINUED)

Notes:

(1

These shares, representing approximately 57.5%
of the issued share capital of the Company as at
30 September 2011, 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
Prof. 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 Prof. 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 30

September 2011, 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.

10
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SHARE OPTION SCHEMES

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 (“Executive”)
and non-executive (“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 of 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.

11
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SHARE OPTION SCHEMES (CONTINUED)

The following table discloses the Company’s share options
under the 2003 Option Scheme as at 30 September 2011 and
30 June 2011:

R-EB——F
hWA=+HK
—_E——F
ANA=1+H
2R
BRITEE Balance at
Exercise 30 September
REBAH price per 2011 and
Date of grant share 30 June 2011
—ZEEMENAMA 2.9 45,000
4 August 2004
—E-EFXAZ+=H 3.98 90,000
23 June 2010
—ZETMENAAMAE 2.9 36,000
4 August 2004
—E-TFXAZ+=H 3.98 90,000
23 June 2010
—ZEEMFENAEA 2.9 34,000
4 August 2004
—E-TFEXAZ+=H 3.98 90,000
23 June 2010
385,000
—ZETMFENAAMA 2.9 4,000
4 August 2004
—E-THEXAZ1T=H 3.98 36,000
23 June 2010
Exercisable at end of the period 425,000
Weighted average exercise price HK$3.6875 7T

Ti/\ﬂ +_

B (Lt 2 & H B H) AT AR R D 2 Wi &

DHR2.98TTR3.98 BT - R-F——F A=
B RE-_ZFT=-FERETERLBEEY MK
MBEBEZBARACHTEN 247% (ZF—F

F:50%) -

The closing price of the Company’s shares immediately before
4 August 2004 and 23 June 2010 (date of grant of the above
options) were HK$2.9 and HK$3.98, respectively. At 30
September 2011, the number of shares in respect of which
options had been granted under the 2003 Option Scheme
represents 4.7% (2010: 5.0%) of the shares of the Company
in issue at that date.

12
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ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Other than the section headed “Share Option Schemes” as

described above, at no time during the three months ended
30 September 2011 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 three months ended
30 September 2011.

SUBSTANTIAL SHAREHOLDERS

Other than the interests disclosed in the section headed

“Directors’ and Chief Executives’ Interests in Shares and Share
Options”, the register of substantial shareholders maintained
by the Company pursuant to Section 336 of the SFO discloses
no person as having a notifiable interest or short position in
the issued share capital of the Company as at 30 September
2011.

COMPETITION AND CONFLICT OF 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 or
any other conflicts of interests which any such person has or
may have with the Group.

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

During the period under review, neither the Company nor

any of its subsidiaries purchased, sold or redeemed any of the
Company’s listed securities.

CODE OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS

During the three months ended 30 September 2011, 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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AUDIT COMMITTEE

The audit committee has four members comprising three

independent (“Independent”) Non-Executive Directors, namely
Mr. Yu Hon To, David, Prof. Siu Wan Chi and Prof. Ching Pak
Chung, and one Non-Executive Director, namely Dr. 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.

REMUNERATION COMMITTEE

The remuneration committee has three members comprising

two Independent Non-Executive Directors, namely Prof. Siu
Wan Chi and Prof. Ching Pak Chung and one Non-Executive
Director, namely Dr. Chan Cheung Fat.

The primary duties of the remuneration committee are to
formulate and make recommendations to the Board on the
Company’s policy and structure for all the remuneration
of the Directors and senior management and on the
establishment of a formal and transparent procedures for
developing policy on such remuneration.

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

Hong Kong, 11 November 2011

As at the date hereof, the Executive Directors are Prof. 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 Mr. Yu Hon
To, David, Prof. Siu Wan Chi and Prof. Ching Pak Chung.
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