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If the only securities being registered on this form are being offered pursuant to dividend or interest reinvestment
plans, please check the following box. o

If any of the securities being registered on this form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, other than securities offered only in connection with dividend or interest
reinvestment plans, check the following box. p
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If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
please check the following box and list the Securities Act registration statement number of the earlier effective
registration statement for the same offering. o

If this form is a post-effective amendment for an offering pursuant to Rule 462(c) under the Securities Act, check the
following box and list the Securities Act registration statement number of the earlier effective registration statement
for the same offering. o

If this form is a registration statement pursuant to General Instruction I.D. or a post-effective amendment thereto that
shall become effective upon filing with the Commission pursuant to Rule 462(e) under the Securities Act, check the
following box. o

If this form is a post-effective amendment to a registration statement filed pursuant to General Instruction 1.D. filed to
register additional securities or additional classes of securities pursuant to Rule 413(b) under the Securities Act, check
the following box. o

Indicate by check mark whether the registrant is a large accelerated filer, and accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer o Accelerated filer P

Non-accelerated filer o Smaller reporting company o

CALCULATION OF REGISTRATION FEE

Title of each class of Amount to be Proposed  Proposed Maximum Amount of
securities to be registered Registered Maximum  Aggregate Offering Registration Fee
Offering Price Price (1)(2)(3) (4)
(1)(2)(3) Per Unit
Common Stock, par value $0.001 par
share
Preferred Stock, par value $0.001 par
share
Debt Securities
Warrants
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Units
Total $125,000,000 $4,913
(1) There are being registered hereunder such indeterminate number of shares of common stock and preferred stock,

(@)

3)

)

such indeterminate principal amount of debt securities, such indeterminate number of warrants to purchase
common stock, preferred stock and/or debt securities, and such indeterminate number of units as may be sold by
the registrant from time to time, which together shall have an aggregate initial offering price not to exceed
$125,000,000 or its equivalent in any other currency, currency units, or composite currency or currencies. If any
debt securities are issued at an original issue discount, then the offering price of such debt securities shall be in
such greater principal amount at maturity as shall result in an aggregate offering price not to exceed
$125,000,000, less the aggregate dollar amount of all securities previously issued hereunder. Any securities
registered hereunder may be sold separately or as units with the other securities registered hereunder. The
proposed maximum offering price per unit will be determined, from time to time, by the registrant in connection
with the issuance by the registrant of the securities registered hereunder.

Not specified with respect to each class of securities to be registered pursuant to General Instruction IL.D. of
Form S-3 under the Securities Act.

Subject to footnote (1), there are also being registered hereunder an indeterminate principal amount or number of
shares of debt securities, preferred stock or common stock that may be issued upon conversion of, or in exchange
for, debt securities or preferred stock registered hereunder or upon exercise of warrants registered hereunder, as
the case may be.

Calculated pursuant to Rule 457(o) under the Securities Act, which permits the registration fee to be calculated
on the basis of the maximum aggregate offering price of all securities listed. Pursuant to Rule 429 under the
Securities Act of 1933, the prospectus contained herein relates to $125,000,000 aggregate principal amount of
securities being registered hereby and $125,000,000 aggregate principal amount of unsold securities that were
previously registered under the registrant s registration statement on Form S-3 (No. 333-155030). The registration
fee of $4,913 has been previously paid in connection with the registration statement on Form S-3 (No.
333-155030).
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Pursuant to Rule 429 under the Securities Act of 1933, the prospectus included herein is a combined prospectus that
relates to the Registration Statement on Form S-3 (File No. 333-155030) previously filed by the Registrant on
November 4, 2008, under which $125,000,000 of our securities currently remain unsold and is being carried forward.
If any such previously registered securities are offered prior to the effective date of this Registration Statement, they
will not be included in any prospectus hereunder. The $125,000,000 aggregate principal amount of securities
registered hereunder (which includes the securities that are being carried forward from the Company s Registration
Statement on Form S-3 (File No. 333-155030)) represents the maximum amount of securities that are expected to be
offered for sale. The registration fee of $4,913 has been previously paid in connection with the registration statement
on Form S-3 (No. 333-155030).

The registrant hereby amends this registration statement on such date or dates as may be necessary to delay its
effective date until the registrant shall file a further amendment which specifically states that this registration
statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act or until this
registration statement shall become effective on such date as the Commission, acting pursuant to said Section
8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer
to sell these securities and it is not soliciting an offer to buy these securities in any state where the offer or sale is not

PROSPECTUS
Subject to completion, dated February 12, 2009
$125,000,000

CHINA SECURITY & SURVEILLANCE TECHNOLOGY, INC.

Common Stock

Preferred Stock

Debt Securities
Warrants

Units

We may offer, issue and sell from time to time our common stock, preferred stock, debt securities, warrants or units
up to $125,000,000 or its equivalent in any other currency, currency units, or composite currency or currencies in one
or more issuances. This prospectus provides a general description of offerings of these securities that we may
undertake.

Each time we sell our securities pursuant to this prospectus, we will provide the specific terms of such offering in a
supplement to this prospectus. The prospectus supplement may also add, update, or change information contained in
this prospectus. You should read this prospectus and the accompanying prospectus supplement, together with
additional information described under the heading Where You Can Find More Information and Information
Incorporated by Reference, before you make your investment decision.

This prospectus may not be used to offer or sell our securities unless accompanied by a prospectus supplement.
The information contained or incorporated in this prospectus or in any prospectus supplement is accurate only
as of the date of this prospectus, or such prospectus supplement, as applicable, regardless of the time of
delivery of this prospectus or any sale of our securities.
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Our common stock is listed on the New York Stock Exchange and the Dubai International Financial Exchange under
the symbol CSR. On February 9, 2009, the last reported per share sale price of our common stock was $6.06.

We may offer securities through underwriting syndicates managed or co-managed by one or more underwriters,

through agents, or directly to purchasers. The prospectus supplement for each offering of securities will describe the

plan of distribution for that offering. For general information about the distribution of securities offered, please see
Plan of Distribution in this prospectus.

You should carefully consider the risk factors beginning on page 4 of this prospectus and set forth in the
documents incorporated by reference herein before making any decision to invest in our securities.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or determined if this prospectus or any prospectus supplement is truthful or
complete. Any representation to the contrary is a criminal offense.

The date of this prospectus is , 2009



Edgar Filing: CHINA SECURITY & SURVEILLANCE TECHNOLOGY, INC. - Form S-3

ABOUT THIS PROSPECTUS

USE OF TERM

OUR COMPANY

RISK FACTORS

USE OF PROCEEDS

RATIOS OF EARNINGS TO FIXED CHARGES
DESCRIPTION OF CAPITAL STOCK
DESCRIPTION OF WARRANTS
DESCRIPTION OF DEBT SECURITIES
DESCRIPTION OF UNITS

PLAN OF DISTRIBUTION

LEGAL MATTERS

EXPERTS

TABLE OF CONTENTS



Edgar Filing: CHINA SECURITY & SURVEILLANCE TECHNOLOGY, INC. - Form S-3

ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission, or

SEC, using a shelf registration process. Under this shelf registration process, we may sell our securities described i

this prospectus in one or more offerings up to a total dollar amount of $125,000,000. Each time we offer our
securities, we will provide you with a supplement to this prospectus that will describe the specific amounts, prices and
terms of the securities we offer. The prospectus supplement may also add, update or change information contained in
this prospectus. This prospectus, together with applicable prospectus supplements and the documents incorporated by
reference in this prospectus and any prospectus supplements, includes all material information relating to this
offering. Please read carefully both this prospectus and any prospectus supplement together with additional
information described below under Where You Can Find More Information and Information Incorporate
Reference.

You should rely only on the information contained in or incorporated by reference in this prospectus and any
applicable prospectus supplement. We have not authorized anyone to provide you with different or additional
information. If anyone provides you with different or inconsistent information, you should not rely on it. The
information contained in this prospectus is accurate only as of the date of this prospectus, regardless of the time of
delivery of this prospectus or any sale of securities described in this prospectus. This prospectus is not an offer to sell
these securities and it is not soliciting an offer to buy these securities in any jurisdiction where the offer or sale is not
permitted. You should assume that the information appearing in this prospectus or any prospectus supplement, as well
as information we have previously filed with the SEC and incorporated by reference, is accurate as of the date on the
front of those documents only. Our business, financial condition, results of operations and prospects may have
changed since those dates. This prospectus may not be used to consummate a sale of our securities unless it is
accompanied by a prospectus supplement .

USE OF TERM

Except as otherwise indicated by the context, references in this prospectus to CSR, we, wus, our, our Cof
Company are to China Security & Surveillance Technology, Inc., a Delaware corporation and its consolidate
subsidiaries. Unless the context otherwise requires, all references to

Cheng Feng are to Shanghai Cheng Feng Digital Technology Co. Ltd., a corporation incorporated in the Peop
Republic of China and an indirect, wholly owned subsidiary of the Company;

Chuang Guan are to Shenzhen Chuang Guan Intelligence Network Technology Co., Ltd., a corporation incorpora
in the People s Republic of China;

npany,
d

le s
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Coson are to Shenzhen Coson Electronic Co. Ltd., a corporation incorporated in the People s Republic of China anl
indirect, wholly owned subsidiary of the Company;

CSST HK are to China Security & Surveillance Technology (HK) Ltd., a Hong Kong corporation and an indirg
wholly owned subsidiary of the Company;

CSST PRC are to China Security & Surveillance Technology (PRC) Inc., a corporation incorporated in the Peop
Republic of China and a direct, wholly owned subsidiary of the Company;

DIT are to DIT Industry(H.K.) Limited, a corporation incorporated in Hong Kong and an indirect, wholly ownl
subsidiary of the Companys;

DM are to Beijing DM Security & Technology Co., Ltd., a corporation incorporated in the People s Republi
China;

Golden are to Golden Group Corporation (Shenzhen) Limited, a corporation incorporated in the People s Republ
China and an indirect, wholly owned subsidiary of the Company;

Guanling are to Beijing Aurine Divine Land Technology Co., Ltd., a corporation incorporated in the Peop
Republic of China and an indirect, wholly owned subsidiary of the Company;

HiEasy are to HiEasy Electronic Technology Development Co., Ltd., a corporation incorporated in the Peop
Republic of China and an indirect, wholly owned subsidiary of the Company;

Hongtianzhi are to Shenzhen Hongtianzhi Electronics Co., Ltd., a corporation incorporated in the People s Republ
China and an indirect, wholly owned subsidiary of the Company;

Jin Lin are to Shenzhen Jin Lin Technology Co., Ltd., a corporation incorporated in the People s Republic of C
and an indirect, wholly owned subsidiary of the Company;
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Longhorn are to Shenzhen Longhorn Security Technology Co., Ltd., a corporation incorporated in the People
Republic of China and an indirect, wholly owned subsidiary of the Company;

12
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Long Top are to Long Top Limited, a Hong Kong corporation and an indirect, wholly owned subsidiary of
Company;

Minking are to Changzhou Minking Electronics Co., Ltd., a corporation incorporated in the People s Republi
China and an indirect, wholly owned subsidiary of the Company;

Tsingvision are to Hangzhou Tsingvision Intelligence System Co., Ltd., a corporation incorporated in the Peop
Republic of China and an indirect, wholly owned subsidiary of the Company;

Safetech are to China Safetech Holdings Limited, a British Virgin Islands corporation and a wholly owned subsidi
of the Company;

Stonesonic are to Guangdong Stonesonic Digital Technique Co., Ltd., a corporation incorporated in the Peop
Republic of China and an indirect, wholly owned subsidiary of the Company;

BVI are to the British Virgin Islands;

PRC and China are to the People s Republic of China;

U.S.dollar, $ and USS$ are to United States dollars;

RMB are to Yuan Renminbi of China;

Securities Act are to the Securities Act of 1933, as amended; and

Exchange Act are to the Securities Exchange Act of 1934, as amended.

he
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OUR COMPANY

We are a Delaware holding company whose China-based operating subsidiaries are primarily engaged in
manufacturing, distributing, installing and servicing security and surveillance products and systems and developing
security and surveillance related software in China. We are headquartered in Shenzhen, China. Our customers are
primarily comprised of (1) governmental entities, such as customs agencies, courts, public security bureaus and
prisons, (2) non-profit organizations, including schools, museums, sports arenas and libraries and (3) commercial
entities, such as airports, hotels, real estate, banks, mines, railways, supermarkets and entertainment venues. These
categories of customers accounted for approximately 39.96%, 0.49% and 59.55% of our revenues for the year ended
December 31, 2007, and approximately 49%, 1% and 50% of our revenues for the three months ended September 30,
2008, respectively.

IWe generate revenues from three primary operating segments: our systems installation business, our security and
safety products manufacturing business and our distribution business. Because a majority of our revenues are derived
from system installations, a substantial portion of our revenues are generally non-recurring. Our revenues are not
concentrated within any one customer or group of related customers.

Our sales network covers most of China s populated areas and we do not rely on any particular region for our busines
Our subsidiaries collectively have more than 150 branch offices and distribution points.

'We were incorporated in the BVI on April 8, 2002 under the name Apex Wealth Enterprises Limited as a corporati
under the International Business Companies Ordinance of 1984. In November 2006, we changed our domicile from
the BVI to Delaware by merging the BVI corporation into a newly incorporated Delaware corporation named China
Security & Surveillance Technology, Inc. Prior to our reverse acquisition of Safetech in September 2005, we were a
development stage enterprise and had not yet generated any revenues. From and after the reverse acquisition, our
business became the business of our indirect, wholly owned subsidiary, Golden and the newly acquired subsidiaries
Cheng Feng, Hongtianzhi, HiEasy, Minking, Tsingvision, Stonesonic, Longhorn, Guanling, Jin Lin, DIT and Coson.
Below is a brief summary of our recent acquisitions and the principal businesses of our main operating subsidiaries.

Golden is a corporation incorporated in the PRC which is engaged in the business of manufacturing, distributing, installing and maintaining
security and surveillance systems. Golden was organized in the PRC in January 1995 and we acquired it in 2005.

In 2006, we acquired Cheng Feng, which is engaged in the business of manufacturing, marketing and sales of security and surveillance related
lhardware as well as the development and integration of related software.

On April 2, 2007, we acquired 100% of the equity of Chain Star Investments Limited, a Hong Kong corporation and the holding company of]
Hongtianzhi, a manufacturer of digital cameras.

14
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On May 11, 2007, we acquired 100% of the equity of Link Billion Investment Limited, a Hong Kong corporation and the holding company of]

HiEasy, a software developer.
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On June 4, 2007, we acquired 100% of the equity of Allied Rich Limited, a Hong Kong corporation and the holding company of Minking, a|
manufacturer of high speed dome cameras.

On July 2, 2007, we acquired 100% the equity of Ocean Pacific Technology Limited, a Hong Kong corporation and the holding company of]
Tsingvision which is engaged in the business of researching, developing, manufacturing and selling computer software and digital audio and|
video products.

On April 2, 2008, we purchased 100% ownership of Kit Grant Limited, a Hong Kong corporation and the holding company of Stonesonic which
is a monitoring equipment solutions provider in China that manufactures large flat panel display equipment.

On April 2, 2008, we acquired 100% ownership of Sincere On Limited, a Hong Kong corporation and the holding company of Longhorn which
specializes in the manufacture and installation of security alarm systems in China.

On April 21, 2008, we acquired 100% ownership of Sharp Eagle (HK) Limited, a Hong Kong corporation and the holding company of Guanling
which is the appointed sales agent of Panasonic, Axis Communications and Samsung in China, for closed-circuit surveillance systems, public
broadcasting equipments and plasma TV.

On July 7, 2008, we acquired 100% ownership of Long Top Limited, a Hong Kong corporation and the holding company of Jin Lin which is
lengaged in professional intelligent security monitoring systems and intelligent transportation system product development.

On November 11, 2008, we acquired 100% ownership of DIT which has an international distribution network of security products covering the
U.S., Japan and Europe.

On January 12, 2009, we acquired 100% ownership of Multiwin International Holdings Limited, a Hong Kong corporation and the holding
company of Coson which is an intelligent access control solution provider.

Our corporate headquarters are located at 13/F, Shenzhen Special Zone Press Tower, Shennan Road, Futian District,
Shenzhen, China, 518034. Our telephone number is (86) 755-8351-0888. We maintain a website at www.csst.com
that contains information about our Company, but that information is not a part of this prospectus.

3

16



Edgar Filing: CHINA SECURITY & SURVEILLANCE TECHNOLOGY, INC. - Form S-3

RISK FACTORS

You should carefully consider the following factors in addition to the other information contained in this prospectus
and the documents incorporated by reference in this prospectus before you invest in our securities. The risks
described below are material risks of which we are currently aware; however, they may not be the only material risks
we face. Additional risks and uncertainties not currently known to us or that we currently view as immaterial may
also impair our business operations. Any of these risks could materially and adversely affect our business, financial
condition, results of operations and cash flows. In that case, you may lose all or part of your investment.

RISKS RELATED TO OUR BUSINESS

Due to the nature of our business, we do not have significant amounts of recurring revenues from our existing
customers and we are highly dependent on new business development.

Most of our revenues derive from the installation of security and surveillance systems and result in a generally
non-recurring revenue stream. Our customers are primarily governmental entities, non-profit organizations and
commercial entities, such as airports, customs agencies, hotels, real estate developments, banks, mines, railways,
supermarkets, and entertainment enterprises. We manufacture and install security systems for these customers and
generate revenues from the sale of these systems to our customers and, to a lesser extent, from maintenance of these
systems for our customers. After we have manufactured and installed a system at any particular customer site, we have
generated the majority of revenues from that particular client. We would not expect to generate significant revenues
from any existing client in future years unless that client has additional installation sites for which our services might
be required. Therefore, in order to maintain a level of revenues each year that is at or in excess of the level of revenues
we generated in prior years, we must identify and be retained by new clients. If our business development, marketing
and sales techniques do not result in an equal or greater number of projects of at least comparable size and value for us
in a given year compared to the prior year, then we may be unable to increase our revenues and earnings or even
sustain current levels in the future.

In order to grow at the pace expected by management, we will require additional capital to support our long-term
business plan. If we are unable to obtain additional capital in future years, we may be unable to proceed with our
long-term business plan and our operations and financial condition could be materially adversely affected.

We will require additional working capital to support our long-term business plan, which includes identifying suitable
targets for horizontal or vertical mergers or acquisitions, so as to enhance the overall productivity and benefit from
economies of scale. Our working capital requirements and the cash flow provided by future operating activities, if
any, may vary greatly from quarter to quarter, depending on the volume of business during the period and payment
terms with our customers. We may not be able to obtain adequate levels of additional financing, whether through
equity financing, debt financing or other sources. Additional financings could result in significant dilution to our
earnings per share or the issuance of securities with rights superior to our current outstanding securities. In addition,
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we may grant registration rights to investors purchasing our equity or debt securities in the future. If we are unable to
raise additional financing, we may be unable to implement our long-term business plan, develop or enhance our
products and services, take advantage of future opportunities or respond to competitive pressures on a timely basis, if
at all. In addition, a lack of additional financing could force us to substantially curtail our operations.

We sometimes extend credit to our customers and our failure to collect the trade receivables or untimely collection
could affect our liquidity.

We extend credit to a large number of our customers while generally requiring no collateral. Generally, our customers
pay in installments, with a portion of the payment upfront, a portion of the payment upon receipt of our products by
our customers and before the installation, and a portion of the payment after the installation of our products and upon
satisfaction of our customer. Sometimes, a small portion of the payment will not be paid until after a certain period
following the installation. We perform ongoing credit evaluations of our customers financial condition and generally
have no difficulties in collecting our payments. However, if we encounter future problems in collecting amounts due
from our clients or if we experience delays in the collection of amounts due from our clients, our liquidity could be
negatively affected.

18
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If our subcontractors fail to perform their contractual obligations, our ability to provide services and products to
our customers, as well as our ability to obtain future business, may be harmed.

Many of our contracts involve subcontracts with other companies upon which we rely to perform a portion of the
services that we must provide to our customers. There is a risk that we may have disputes with our subcontractors,
including disputes regarding the quality and timeliness of work performed by those subcontractors. A failure by one or
more of our subcontractors to satisfactorily perform the agreed-upon services may materially and adversely impact our
ability to perform our obligations to our customers, could expose us to liability and could have a material adverse
effect on our ability to compete for future contracts and orders.

If we are unable to attract and retain senior management and qualified technical and sales personnel, our
operations, financial condition and prospects could be materially adversely affected.

Our future success depends in part on the contributions of our management team and key technical and sales
personnel and our ability to attract and retain qualified new personnel. In particular, our success depends on the
continuing employment of our CEO, Mr. Guoshen Tu, our CFO, Mr. Terence Yap and our Chief Strategy Officer, Mr.
Daiyou Qian. There is significant competition in our industry for qualified managerial, technical and sales personnel
and we cannot assure you that we will be able to retain our key senior managerial, technical and sales personnel or that
we will be able to attract, integrate and retain other such personnel that we may require in the future. If we are unable
to attract and retain key personnel in the future, our business, operations, financial condition, results of operations and
prospects could be materially adversely affected.

Our growth strategy includes making acquisitions, which could subject us to significant risks, any of which could
harm our business.

Our growth strategy includes identifying and acquiring or investing in suitable candidates on acceptable terms. During
2007 and 2008, we acquired a 100% ownership interest in Hongtianzhi, HiEasy, Minking, Tsingvision, Stonesonic,
Longhorn, Guanling, Jin Lin and DIT. In January 2009, we acquired a 100% ownership interest in Coson. In addition,
we established an exclusive cooperation relationship with Chuang Guan and DM. We have also entered into letters of
intent to acquire or enter into exclusive cooperation relationship with several other companies.

Over time, we may acquire or make investments in other providers of products that complement our business and
other companies in the security industry. The successful integration of these companies and any other acquired
businesses require us to:
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integrate and retain key management, sales, research and development, production and other personnel;

incorporate the acquired products or capabilities into our offerings from an engineering, sales and marketing
perspective;

coordinate research and development efforts;

integrate and support pre-existing supplier, distribution and customer relationships; and

consolidate duplicate facilities and functions and combine back office accounting, order processing and support
functions.

Our operating philosophy is to let the acquired businesses operate in autonomous manner subject to corporate
oversight but integrating and rationalizing duplicative functions to achieve revenue and cost synergies. Acquisitions
involve a number of risks and present financial, managerial and operational challenges, including:

exposure to unknown liabilities of acquired companies and assets;

higher than anticipated acquisition costs and expenses;

potential conflicts between business cultures;

adverse changes in business focus perceived by third-party constituencies;
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assumption of ongoing litigation matters that may be highly complex and involve significant time, cost and expenses;

loss of key employees and/or diversion of management’s attention from running our existing business;

increased expenses, including travel, legal, administrative and compensation expenses resulting from newly hired
employees;

increased costs to integrate personnel, customer base and business practices of the acquired company with our own;

adverse effects on our reported operating results due to possible write-down of goodwill associated with acquisitions;

potential disputes with sellers of acquired businesses, technologies, services, products and potential liabilities; and

dilution to our earnings per share if we issue common stock in any acquisition.

Moreover, performance problems with an acquired business, technology, product or service could also have a material
adverse impact on our reputation as a whole. Any acquired business, technology, product or service could
significantly under-perform relative to our expectations, and we may not achieve the benefits we expect from our
acquisitions. Geographic distance between business operations, the compatibility of the technologies and operations
being integrated and the disparate corporate cultures being combined also presents significant challenges. Acquired
businesses are likely to have different standards, controls, contracts, procedures and policies, making it more difficult
to implement and harmonize company-wide financial, accounting, billing, information and other systems. If we
cannot overcome these challenges, we may not realize actual benefits from past and future acquisitions, which will
impair our overall business results.

Our acquisition strategy also depends on our ability to obtain necessary government approvals, as described under

Risks Related to Doing Business in China we may be unable to complete a business combination transaction
efficiently or on favorable terms due to complicated merger and acquisition regulations which became effective on
September 8, 2006.
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Due to our rapid growth in recent years, our past results may not be indicative of our future performance so
evaluating our business and prospects may be difficult.

Our business has grown and evolved rapidly in recent years as demonstrated by our growth in sales revenue from
approximately $32.7 million in 2005 to $107.0 million in 2006, and $240.2 million in 2007. We may not be able to
achieve similar growth in future periods, and our historical operating results may not provide a meaningful basis for
evaluating our business, financial performance and prospects. Therefore, you should not rely on our past results or our
historical rate of growth as an indication of our future performance.

Our limited ability to protect our intellectual property may adversely affect our ability to compete.

We rely on a combination of trademarks, copyrights, trade secret laws, confidentiality procedures and licensing
arrangements to protect our intellectual property rights. A successful challenge to the ownership of our technology
could materially damage our business prospects. Our competitors may assert that our technologies or products infringe
on their patents or proprietary rights. We may be required to obtain from others licenses that may not be available on
commercially reasonable terms, if at all. Problems with intellectual property rights could increase the cost of our
products or delay or preclude our new product development and commercialization. If infringement claims against us
are deemed valid, we may not be able to obtain appropriate licenses on acceptable terms or at all. Litigation could be
costly and time-consuming but may be necessary to protect our technology license positions or to defend against
infringement claims.

We may be exposed to liabilities under the Foreign Corrupt Practices Act, and any determination that we violated
the Foreign Corrupt Practices Act could have a material adverse effect on our business.

We are subject to the Foreign Corrupt Practices Act, or FCPA, and other laws that prohibit improper payments or
offers of payments to foreign governments and their officials and political parties by U.S. persons and issuers as
defined by the statute for the purpose of obtaining or retaining business. We have operations, agreements with third
parties and make sales in China, which may experience corruption. Our activities in China create the risk of
unauthorized payments or offers of payments by one of the employees, consultants, sales agents or distributors of our
Company, even though these parties are not always subject to our control. It is our policy to implement safeguards to
discourage these practices by our employees. However, our existing safeguards and any future improvements may
prove to be less than effective, and the employees, consultants, sales agents or distributors of our Company may
engage in conduct for which we might be held responsible. Violations of the FCPA may result in severe criminal or
civil sanctions, and we may be subject to other liabilities, which could negatively affect our business, operating results
and financial condition. In addition, the government may seek to hold our Company liable for successor liability
FCPA violations committed by companies in which we invest or that we acquire.
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Safetech is a BVI company, and our other subsidiaries are Hong Kong corporations and PRC corporations, and all
of our officers and directors reside outside the United States. Therefore, certain judgments obtained against our
Company by our shareholders may not be enforceable in the BVI, Hong Kong or China.

Safetech is a BVI company and our other subsidiaries are Hong Kong corporations and PRC corporations. Except for
Robert Shiver, all of our officers and directors reside outside of the United States. All or substantially all of our assets
and the assets of these persons are located outside of the United States. As a result, it may not be possible for investors
to effect service of process within the United States upon our Company or such persons or to enforce against it or
these persons the United States federal securities laws, or to enforce judgments obtained in the United States courts
predicated upon the civil liability provisions of the federal securities laws of the United States, including the Securities
Act and the Exchange Act.

RISKS RELATED TO OUR INDUSTRY

Seasonality affects our operating results.

Our sales are affected by seasonality. Our revenues are usually higher in the second half of the year than in the first
half of the year because fewer projects are undertaken during and around the Chinese spring festival.

Our success relies on our management s ability to understand the highly evolving surveillance and security
industry.

The Chinese surveillance and security industry is nascent and rapidly evolving. Therefore, it is critical that our
management is able to understand industry trends and make good strategic business decisions. If our management is
unable to identify industry trends and act in response to such trends in a way that is beneficial to us, our business will
suffer.

If we are unable to respond to the rapid changes in our industry and changes in our customer s requirements and
preferences, our business, financial condition and results of operations could be adversely affected.

If we are unable, for technological, legal, financial or other reasons, to adapt in a timely manner to changing market
conditions or customer requirements, we could lose customers and market share. The electronic security systems
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industry is characterized by rapid technological change. Sudden changes in customer requirements and preferences,
the frequent introduction of new products and services embodying new technologies and the emergence of new
industry standards and practices could render our existing products, services and systems obsolete. The emerging
nature of products and services in the electronic security systems industry and their rapid evolution will require that
we continually improve the performance, features and reliability of our products and services. Our success will
depend, in part, on our ability to:

enhance our existing products and services;

anticipate changing customer requirements by designing, developing, and launching new products and services that
address the increasingly sophisticated and varied needs of our current and prospective customers; and

respond to technological advances and emerging industry standards and practices on a cost-effective and timely basis.
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The development of additional products and services involves significant technological and business risks and
requires substantial expenditures and lead time. If we fail to introduce products with new technologies in a timely
manner, or adapt our products to these new technologies, our business, financial condition and results of operations
could be adversely affected. We cannot assure you that even if we are able to introduce new products or adapt our
products to new technologies that our products will gain acceptance among our customers. In addition, from time to
time, we or our competitors may announce new products, product enhancements or technological innovations that
have the potential to replace or shorten the life cycles of our existing products and that may cause customers to refrain
from purchasing our existing products, resulting in inventory obsolescence.

We may not be able to maintain or improve our competitive position of strong competition in the security and
surveillance industry, and we expect this competition to continue to intensify.

The Chinese security and surveillance industry is highly competitive. There are about 15,000 companies in China that
engage in the business of manufacturing, designing and building surveillance and security products. In addition, since
China joined the World Trade Organization, or WTO, we also face competition from international competitors. Some
of our international competitors are larger than us and possess greater name recognition, assets, personnel, sales and
financial resources. These entities may be able to respond more quickly to changing market conditions by developing
new products and services that meet customer requirements or are otherwise superior to our products and services and
may be able to more effectively market their products than we can because they have significantly greater financial,
technical and marketing resources than we do. They may also be able to devote greater resources than we can to the
development, promotion and sale of their products. Increased competition could require us to reduce our prices, result
in our receiving fewer customer orders, and result in our loss of market share. We cannot assure you that we will be
able to distinguish ourselves in a competitive market. To the extent that we are unable to successfully compete against
existing and future competitors, our business, operating results and financial condition could be materially adversely
affected.

Our business and reputation as a manufacturer of high quality security and surveillance products may be adversely
affected by product defects or performance.

We believe that we offer high quality products that are reliable and competitively priced. If our products do not
perform to specifications, we might be required to redesign or recall those products or pay substantial damages. Such
an event could result in significant expenses, disrupt sales and affect our reputation and that of our products. In
addition, product defects could result in substantial product liability. We do not have product liability insurance. If we
face significant liability claims, our business, financial condition, and results of operations would be adversely
affected.

Our product offerings involve a lengthy sales cycle and we may not anticipate sales levels appropriately, which
could impair our profitability.
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Some of our products and services are designed for medium to large commercial, industrial and government facilities
desiring to protect valuable assets and/or prevent intrusion into high security facilities in China. Given the nature of
our products and the customers that purchase them, sales cycles can be lengthy as customers conduct intensive
investigations and deliberate between competing technologies and providers. For these and other reasons, the sales
cycle associated with some of our products and services is typically lengthy and subject to a number of significant
risks over which we have little or no control. If sales in any period fall significantly below anticipated levels, our
financial condition and results of operations could suffer.

RISKS RELATED TO DOING BUSINESS IN CHINA

Adverse changes in political and economic policies of the PRC government could impede the overall economic
growth of China, which could reduce the demand for our products and damage our business.

We conduct substantially all of our operations and generate most of our revenue in China. Accordingly, our business,
financial condition, results of operations and prospects are affected significantly by economic, political and legal
developments in China. The PRC economy differs from the economies of most developed countries in many respects,
including:
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the higher level of government involvement;

the early stage of development of the market-oriented sector of the economys;

the rapid growth rate;

the higher level of control over foreign exchange; and

the allocation of resources.

As the PRC economy has been transitioning from a planned economy to a more market-oriented economy, the PRC
government has implemented various measures to encourage economic growth and guide the allocation of resources.
While these measures may benefit the overall PRC economy, they may also have a negative effect on us.

Although the PRC government has in recent years implemented measures emphasizing the utilization of market forces
for economic reform, the PRC government continues to exercise significant control over economic growth in China
through the allocation of resources, controlling payment of foreign currency-denominated obligations, setting
monetary policy and imposing policies that impact particular industries or companies in different ways.

Any adverse change in the economic conditions or government policies in China could have a material adverse effect
on the overall economic growth and the level of security and surveillance investments and expenditures in China,
which in turn could lead to a reduction in demand for our products and consequently have a material adverse effect on
our business and prospects.

Uncertainties with respect to the PRC legal system could limit the legal protections available to you and us.

We conduct substantially all of our business through our operating subsidiaries in China. Our operating subsidiaries
are generally subject to laws and regulations applicable to foreign investments in China and, in particular, laws
applicable to foreign-invested enterprises. The PRC legal system is based on written statutes, and prior court decisions
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may be cited for reference, but have limited precedential value. Since 1979, a series of new PRC laws and regulations
have significantly enhanced the protections afforded to various forms of foreign investments in China. However, since
the PRC legal system continues to rapidly evolve, the interpretations of many laws, regulations and rules are not
always uniform and enforcement of these laws, regulations and rules involve uncertainties, which may limit legal
protections available to you and us. In addition, any litigation in China may be protracted and result in substantial
costs and diversion of resources and management attention. In addition, all of our executive officers and all but one of
our directors are residents of China and not of the United States, and substantially all the assets of these persons are
located outside the United States. As a result, it could be difficult for investors to effect service of process in the
United States or to enforce a judgment obtained in the United States against our Chinese officers, directors and
subsidiaries.

The PRC government exerts substantial influence over the manner in which we conduct our business activities.

The PRC government has exercised and continues to exercise substantial cont
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