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Characteristics of the Growth Enterprise Market (“GEM”) of the Stock
Exchange of Hong Kong Limited (The “Stock Exchange™)

GEM hus been estublished us u murket designed to uccommodute compunies to which a high investment
risk may be afttached. In particular, companies may list on GEM with heither a track record of profitability
nor uny obligution to forecust future profitubility. Furthermore, there muy be risks urising out of the
emerying hature of compunies listed on GEM and the business sectors or countries in which the companies
operute. Prospective investors should be uwdare of the potentidl risks of investing in such compunies und
should muke the decision to invest only ufter due und cureful considerution. The yreuter risk profile und
other charucteristics of GEM mean that it is a market more suited to professionul and other sophisticated

investors.

Given the emerging nafure of compunies listed on GEM, there is d risk that securities fraded on GEM may
be more susceptible to high murket volutility thun securities traded on the Muin Bourd und ho dssurunce

is given that there will be u liguid murket in the securities fruded on GEM.

The principul medans of information dissemination on GEM is publication on the Internet website operated
by the Stock Exchunge. Listed compunies are not generdlly required to issue puid anhouncements in
yuzetted newspupers. Accordingly, prospective investors should note that they need to huve uccess to

the GEM website in order to obtfuin up-to-date information on GEM-listed companies.
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On behulf of the Bourd of Directors (the “Bourd”), we hereby present the Annuadl Report of IA Infernational
Holdings Limited (the “"Company”) and its subsidiaries (tfogether the “"Group”) for the year ended 31st
March, 2003 to our shareholders.

Market Overview
The finuncial yeur ended 31st March, 2003 continued to be a challenging yeur us the globdl economy
continued to experience decline. The problem is further uggruvuted by the war in the Middle Eust which

resulted in wedak consumer sentiment in the markets generdlly.

Financial Overview

The Group hus uchieved a growth of approximately 112% in its furnover for the yeur ended 31st March,
2003 to upproximately HK$104 million compured to the previous corresponding yeadr. The increuse was
muinly attributuble to the increuse in the quuntities of iDVDs, uuto DVDs und reluted products sold und
increuse in service fees from the development of Internet platforms for governmentul agencies in the

People’s Republic of China ("PRC").

Net profit from ordinary activities attributable to shareholders for the year ended 31st March, 2003
umounted to approximately HK$4,163,000, representing an increuse of approximately 13% compared to

the previous corresponding yeur. The increuse wus mainly attributable to the increuse in turhover.

Prospects and Appreciation

In March 2003, the Group uppointed Mr. Li Ting as an independent non-executive director of the Compuany.
His directorute wus chunged from independent non-executive to executive in the beyinning of June
2003. With his extensive business relationships and working experience in the PRC, he will ussist the
Group’s expunsion of its operutions in the PRC. The Group ulso uppointed hew senhior munugement who
possess strony knowledge und expertise in the development of softwure networking systems to leud the
reseurch und development depurtment in Hony Kony. The reseurch und development depurtment in

Hong Konhy was set up in late 2002.

Despite the chullenging and intense market environment, the Group is cautiously optimistic about ifs
future prospects. The globulization of the world economy, Chinu’s accession to the WTO aund the increuse
in the usauge of Internet will increuse the demand for the Group’s products generally. Nevertheless, the
competition for such market will dlso be infehse. The Group will continue to develop hew products and

control costs in order to remuin competitive.
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4 Chdirmun’s Stutement

Findlly, on behulf of the bourd, | would like to tuke this opportunity to express my gratitude to ull members
of the bourd und staff for their dedication und contribution fo the Group und to those who have

supported us. We will continue to muke our best efforts in developing our businesses to produce yood

econhomic results und better returns for our shareholders.

Chiu Ting San
Chdirman

Hony Kony, 13th June, 2003

- IA International Holdings Limited
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Business Review

General

The Group is principully enguged in the resedrch, development and provision of information-on-demund
("10OD") system solutions und the provision of related products aund services. With a view to becoming u
fotal IOD system solution provider, the Group is working on the development of its e-commerce platform
und reluted upplicutions und is improving its cupubility to supply intemet uppliunces und strenygtheninyg

its reseurch und development cupubilities.

During the yeur under review, the Group expunded its research and development department by seting
up u reseurch und development department in Honyg Kony in late 2002 und recruiting additional 4
software enygineers, with extensive experience in the reseurch und development of soffwure systems. In
relation to the development of the IOD system solutions, the Group contfinues to broaden its customer
buse und diversify its product types in order to remuin competitive und to seek further growth

opfportunities.

Financial Review

Results

The Group hus uchieved a growth of approximately 112% in its furnover for the yeur ended 31st March,
2003 to upproximately HK$104 million compured to the previous corresponding yeadr. The increuse was
muinly attributable to the increuse in the quuntities of iDVDs, uuto DVDs und reluted products sold aund
increuse in service fees from the development of Internet platforms for governmentul ugencies in the

PRC.

Net profit from ordinary activities attributable to shareholders for the year ended 31st March, 2003
umounted to approximately HK$4,163,000, representing an increuse of approximately 13% compuared to

the previous corresponding yeur. The increuse wuas mainly attributable to the increuse in turhover.

Liquidity, financial resources and capital structure
As at 31st March, 2003, the Group hud total ussets of upproximuately HK$59.3 million (2002: HKS$45.7
million), including cush und bunk balances of upproximately HK$34.8 million (2002: HK$27.8 million).

Duriny the yeuar ended 31st March, 2003, the Group finunced its operations muinly with its ownh working
cupitul und wus granted overdrafts facilities of approximately HKS2 million (2002: HKS5 million), which
was fully ufilised at the balance sheet date. There wus ho charge on the Group’s ussets us at 31st March,

2003 und 2002.
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6 Manugement Discussion aund Analysis

As ut 31st March, 2003, the geuring ratio (defined us the ratio between total bank borrowings und total
ussets), was 0.03 (2002: 0.11). The outstanding bank borrowing represents bank overdraft denominated in
Honyg Kony dollars of approximately HKS$2 million (2002: HKS5 million). The Group hud no borrowings
stuted ut fixed interest rutes ut the bulunce sheet dute (2002: Nil).

Most of the trunsuctions of the Group ure denominuted in US Dollurs, Honyg Kony Dollurs und Renminbi.
As the exchunge rate of US Dollurs and the Renminbi fo Hony Konyg Dollars are fairly stable, the Directors
ure of the view that the exposure to foreign currency exchaunge risk is limited. Hence, no hedyginyg or

other urranyements to reduce the currency risk huve been implemented.

Segment information
The revenhue of the Group comprises the sules of Internet uppliances und reluted products und service

fees from the provision of the development of e-commerce platforms und related services.

Revenue from the sules of infernet uppliunces und reluted products increused by approximutely 73% to
approximately HK$85 million and that from the provision of the development of e-commerce platform

und related services increused to dpproximately HKS$19 million from nil in the previous yeuars,

As to the geographicul segments, sules to PRC market have increased substantially from approximately
HK$22 million to approximately HK$99 million and that to the US market has decreused from approximately
HK$24 million to upproximately HK$4 million. There wus no sales to the Middle Eust in the year ended 31st
March, 2003 und sule to other regions increused from dpproximately HKS1 million to approximately HKS1.3
million.

Pleuse dlso refer fo hote 6 to the financial stutements for detuils of segment information.

New products and services

To expund its product ranyge, the Group infroduced Internet uppliances related products during the
financial year. The Group is continuing tfo develop hew products to strengthen its competitive position.
The Group commehced to receive services fee from the development of Internet plutforms for

governmental agencies in the PRC during the yeur and will continue tfo promote the development of
Internet platforms to other governmental agencies in the PRC.

- IA International Holdings Limited
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Significant investments
At 31st March, 2003, there wus ho signhificant investment held by the Group (2002: Nil).

Material acquisitions or disposal of subsidiaries and affiliated companies
There were no muteriul ucquisitions or disposul of subsidiuries und uffiliuted compunies in the course of

the year.

Future plans for material investments and expected source of funding

Detuils for the Group’s future plans for material investments or capital assets and their expected source
of funding huve been stated in the Company’s prospectus duted 24th October, 2001 (the “Prospectus”)
unhder the sections headed “Statement of Business Objectives” and “Reusons for the Placing and Use of
Proceeds” respectively. Other than those disclosed herein, in particular under sections headed “Use of
Proceeds from Issuance of New Shares” uand “Compurison of Business Objectives with Actuul Business
Progress” in this annuadl report, the Group did not have any plan for material investments or cupital

ussefts.

Contingent liabilities
The Compuny had provided guarantees for the bunk facilities granted to a wholly-owned subsidiary of
which HK$12 million was utilised us at 31st March, 2003 (2002: HKS5 million).

The Group hud ho other materiul contingent liabilities (2002: Nil).

Employees and remuneration policies

As at 31st March, 2003, the Group hud 51 (2002: 49) full time employees. Remuneration is determined
with reference to market terms and the performance, uulification and experience of individudl employee.
Yedr-end bonus bused on individuul performunce will be puid to employees us recoynition of und
reward for their contributions. Other benefits include conftributions to statutory manddatory provident fund
scheme to its employees in Hony Konhy und busic insurunce for the elderly, busic medicul insurunce,
work injury insurahce and unemployment insurance to its employees in the PRC. To date, ho share
options have been grunted to employees.

Prospects

The finunciul year ended 31st March, 2003 hus indeed been u challenging yedadr. The Group has munuyged
to uchieve u profit higher than previous yeur by developing und introducing hew Internet uppliunces
und reluted products and yet remuined focused on its objective to becoming a total IOD system solutions

provider.
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8 Munugement Discussion und Anadlysis

The Group is cuutiously optimistic about its future prospects. The key factors will be the control of SARS in
the PRC und the speed of recovery in the globdl economy. The Group will confinue to explore hew

maurkets und develop new products us well us to control the operating costs in order to stay competitive.

The Group will ulso continue to explore investment opportunities in the dareus relating fo the Group’s

existing operutions so us to optimize the shareholders’ interests.

- IA International Holdings Limited



Compurison of Business Objectives with Actudl Business Progress 9

The following is a summary of the actual proyress of the Group compaured with the business objectives set
out in the Prospectus for the period from 1st October, 2002 to 31st March, 2003 (the “Review Period”). The

uctuul proyress of the Group compured with the business objectives us set out in the Prospectus for the

period from 1st April, 2002 to 30th September, 2002 has been disclosed in the interim report for the six

months ended 30th September, 2002.

Business Objectives as Stated in the
Prospectus

1. Resedurch und product development
Develop new models of Internet appliunces

which incorporutes tfruditionul electronic

appliances with Internet reluted functions

- Portuble iDVDs.
Auto iDVDs.

Upyrude feutures of existinyg Internet

uppliunces products

- Multiple disc fuhctions for iDVDs.

- Wireless enhancement pluy in module

wireless Lan for iDVDs.

Develop the e-educution upplication to be
operated on the Group’s e-commerce

platform

- Progrumming to link e-commerce
plutform (educution upplicution) to
Internet uppliunces.

Actual Business Progress/Change in
Business Objectives

The Group is focusiny its resources oh the
development of u cost down version of iDVD for
the rolling out of the prototype of the IOD system
solution which wus planned in the third yuurter of
this year. The Group is confinuing to reseurch and
develop specificutions for the portable iDVDs und
the Infernet functions for the auto DVDs.

The Group is continuing on the research und
development of specifications for the multiple disc
functions for iDVDs. Owing to some technicul issues,
the development hus been deluyed und is
expected to be completed in late 2003.

The Group postponed the development of wireless
enhancement pluy in module wireless Lun for iDVDs
so us to beftter ullocute its humun resources und
minimize the operuting costs. The postponement of
the development hus ho muteriaul impuct on the

Group’s operautions.

The Group is continuing oh the programming work
on the inferfuce beftween the e-commerce
plutform (educution upplicution) to Internet
uppliunces und the work is expected to be
completed by the third yuarter of 2003.
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10 Compurison of Business Objectives with Actudl Business Progress

Business Objectives as Stated in the
Prospectus

Develop the e-entertainment upplication fo
be operuted onh the Group’s e-commerce

platform

- Programming tfo link e-commerce
plutform (educution upplication) to
Internet uppliunces.

Upyrude severul feutures of the Group’s
e-commerce plutform such us puyment

system und security functions

- Programminy to support puyment

using smurt curds.

- Upyruding operution system to reul

time to enhance security functions.

- IA International Holdings Limited

Actual Business Progress/Change in
Business Objectives

The Group hus suspended the development of
e-enfertuinment adpplication ds it wus not
commercidlly viuble due to the high cost of royulties
charged by entertuinment content providers. The
Directors do not expect the suspension to huve
material impact on the Group’s operations. The
Group wus in the process of heyotiution of the cost
of roydlties ut the time of listing. As such, the level
of the royulties costs could not be uscertuined ut

the time of listing.

The Group is in the process of performing technical
unulysis for the interfuce between puyment und
security. The unualysis is expected to be completed
by the end of 2003.
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Business Objectives as Stated in the
Prospectus

2. Business development
Neyotiute und form ulliunces with content
providers such us educational institutions and
entertuinment content providers in using the
Group’s Internet appliunces products und

e-commerce platform

- Jupunese lunguuye institutions.
- Enylish lunguuye institutions.

- Movie distributors.

Neyotiute und form ulliunce with loyistics
(e.y. ftransportution

compunies) for expundiny service offering of

service providers

the e-commerce platform.

Provide on-goiny technical support (e.y.
maintenance and upygrade) for the operation
of e-Tax plutform.

3. Sdles and marketing
Launch and promote the Group’s Internet

appliances

- Set-top box.

- New dand existing models of iDVDs.
- Portable iDVDs.

- Auto DVDs.

Actual Business Progress/Change in
Business Objectives

The Group confinued to heyotiute with un English
und u Jupunhese lunygyuuye institutions und u
professionul associution with regurds to usinyg the
Group’s IOD system for the provision of contents.
The Group expects fo complete the hegotiation by
the third guurter of 2003. Neyotiution with movie
distributors have been suspended owinyg to the high
cost of royulties charged by movie distributors. The
Directors do not expect the suspension to huve
material impact on the Group’s operations. The
Group wus in the process of heyotiution of the cost
of roydlties ut the time of listing. As such, the level
of the royulties costs could not be uscertuined ut
the time of listing.

In order to better ullocute its human resources und
minimize the operating costs, the Group postponed

forminy ulliunces with loyistics service providers.

The Group is contfinuing to provide ftechnical
supfport for the operation of e-Tux platform.

The Group is discussing with some customers on the
orders of dedicuted used set-top box in LAN
environment. The promotion und sules of set-top
boxes, iDVDs und auto DVDs are continuing.
Portuble iDVDs is under development.
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12 Compurison of Business Objectives with Actudl Business Progress

Business Objectives as Stated in the
Prospectus

Negotiute und form ulliance, such us
distributors with business purthers for
marketing and distribution of the Group’s

products.

Promote Internet appliance products through
joint marketing und/or distribution programs

with business purtners.

Build and promote the "IA” brand hume viu
udvertisements and by purticiputing in frade
exhibitions and seminars.

- IA International Holdings Limited

Actual Business Progress/Change in
Business Objectives

The Group hus formed dlliances with two customers
in Hony Kony to murket und distribute the Group’s
products fo the PRC und overseus murkets. The
Group is contfinuing to neyotiate and form dlliances

with potentiul business purtners.

The Group contihnued to promote the Internet
uppliunce products through joint marketing with
two business purtners in Hony Kony in the form of
muking presentutions to und meetings with the

Group’s customers.

The Group continues to introduce its existing
products under the “IA” brandhume to its existing
customers through muking sales presentations and
seminars. No sules under "IA” brandnume were
made during the year as dll sules were made under
customers’ brand numes. During the yeur, the
Group did hot hold udvertisements and frade
exhibitions to promote the “IA” brandnume us it
wdas hot cost effective to incur such costs due to
the limited response from the customers. The Group
considers mukinyg presentations and conducting
seminurs to intfroduce the “IA” brandnume to be

sufficient tfo test the murket,
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Business Objectives as Stated in the
Prospectus

Launch und promote the services of the e-Tux

platform.

Promote upplicution of un Internet platform
to yovernmentul ugencies in the PRC.

Launch und promote the e-educution
dpplication of the Group’s e-commerce
plutform fo content providers such us

educutional institutions.

Luunch und promote the e-entertuinment
dpplication of the Group’s e-commerce
platform to content providers such us movie
distributors.

Actual Business Progress/Change in
Business Objectives

The Group und its business purther are continuing
the the
e-Tux plutform. However, due to the chunyes in

to promote services of
personnel of the Shenzhen Tux Bureuu, the
implementation of the e-Tux platform wdus delayed.
The e-Tax platform in Shenzhen hus hot been
launched. Discussions with the business purther und
the Shehzhen Tux Bureuu dre oh-ygoinyg. It is
expected that the e-Tax platform will be launched
by the end of the year. The Group has dlso used its
expertise to ussist the development of e-Tux
platform for other governmentul agencies in other

purts of the PRC during the yeur,

The Group promoted the upplication of Internet
platform to governmentul agencies by holding
meetings und presentutions and participuted in the
development of e-Tux platform for other
governmental ugencies in other parts of the PRC
during the yeur.

The Group is contihuing to promote the
e-educution upplicution to content providers by
holdinyg presentutions to und meetinys with content

providers.

The Group hus suspended the promotion of
the

e-entertainment application wus hot commerciully

e-entertainment dpplications ds
viuble due to the high cost of roydlties charged by
enhtertainment content providers. The Group wds in
the process of heyotiution of the cost of roydlties
at the time of listing. As such, the level of the
royulties costs could hot be uscertuined ut the time

of listing.
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14 Compurison of Business Objectives with Actudl Business Progress

Business Objectives as Stated in the
Prospectus

4.

Geoyruphicul expunsion

Negotiute with business purtners in relution
tfo operation in the PRC and other overseus
maurkets.

Form jointly conftrolled entities or joint
marketing/distribution darrangements with
content providers in the PRC to promote both
Internet uppliunces und e-commerce
platform in the muarket.

Expansion info overseds markets such us the
US und the Middle East by forming jointly
controlled entities or joint muarketinyg/
distribution arrangements with distributors to
promote both Internet gppliunces und
e-commerce plutform in the market.

Human resources deployment
Expund the reseurch teum by recruiting
udditiondl engineers.

Expund the sules teum in Hony Kony und
the PRC, by recruiting additional staff
members.

Set up branch offices in muajor cities in the
PRC.

Set up sules feam in Muin overseus Mmurkets
such us the US and the Middle Eust,

- IA International Holdings Limited

Actual Business Progress/Change in
Business Objectives

Neyotiution is on-goiny und no pluns huve been
agreed with any business parthers in relation to the
operation in the PRC and other overseus markets.

Negotiation is oh-going with potentidl parthers. No
jointly conftrolled entities or joint murketing/
distribution urrahgements were formed us ut 31st
Muarch, 2003 us the potential parthers are in the
process of conducting market feausibility studies for
the PRC market.

To better dllocute its resources und minimize the
operuting costs, the Group hus suspended
expansion info these marketfs. The Group May
resume the expunsion into these overseus markets
when the uncertain situations in the US und the
Middle Eust improve.

As at 31st Murch, 2003, the Group hus 28 stuff ut
the research and development department (2002:
25). A resedrch and development tfeam wus set up
in Hony Kony und four enyineers were recruited.
One enyineer left the PRC office.

As at 31st March, 2003, the Group hus 9 stuff ut the
sules und muarketing department (2002: 5). Two hew
sules stuff were recruited for the Honyg Kony office
und the PRC office.

In order to keep costs dowh, the Group is
considering huviny representutive offices or
distributors in the PRC instead of sefting up branch
offices. As at 31st March, 2003, ho representative
offices were set up in the PRC. The Group considers
that this would not have significunt impuct on the
business operaution.

To better dllocute its resources und minimize the
operuting costs, the Group hus suspended
expaunsion info these marketfs. The Group May
resume the expunsion into these overseus markets
when the uncertain situations in the US und the
Middle Eust improve.
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The Compuny obtuined net proceeds, ufter deducting related expenses, of approximately HKS15 million
from the placing of shares. The usuye of the net proceeds for the period from 1st April, 2002 to 30th
September, 2002 has been disclosed in the interim report for the six months ended 30th September, 2002.

During the period from 1st October, 2002 to 31st March, 2003, und from 18th October, 2001 (Lutest
Practicuble Dute) to 31st Murch, 2003, the Group hus upplied the net proceeds us follows:

1st October, 2002 to 18th October, 2001 to
31st March, 2003 31st March, 2003
Proposed Actual Proposed Actual
HK$'000 HK$'000 HK$'000 HK$"000

Expenditure in relation to developiny und
enhuncing the infrastructure of the
Group’s e-commerce platform, including
upyruding existing eyuipment und
purchusing new eyuipment 2,500 2,500 8,800 8,800

Expenditure in relation to murketing and
brand building activities, including
conducting seminars, direct marketing und
advertising to promote the Group’s overdll
image, services und products 1,000 1,000 2,500 2,500

Expenditure in relation to the reseurch und
development of the technoloyy for
developing Infernet uppliunces und

other relevunt products - - 1,000 1,000
Genheral working capitdl - - 700 700
Totdl 3,500 3,500 13.000 13.000

Although some of the business objectives huve been postponed, the Directors ure of the view thut the
Group is working towards its objective fo becoming an IOD system solutions provider und the proceeds
from the listing have been upplied in the areas us stated in the Prospectus. The Group mauhuyed fo
increuse its sules of Internet uppliunces und reluted products und started to receive service fees from
the development of e-commerce platforms during the year. As such, the Directors are of the view that
the Group is fulfilling Rule 17.26 of the Listing Rules.

The remuining het proceeds us ut 31st March, 2003 wus dpproximately HKS$2 million and wus placed on

short-term interest beuring deposits with u bank in Hong Kony.
Annual Report 2003 -



16 Directors und Senior Muhugement

Executive Directors

Chiu Ting San, aged 49, is the Chuirmun, and Co-Founder of the Group. He wus dappointed as u Director
in June 2001. Mr. Chiu is responsible for the overdll strateygic planning and management of the Group
und overseeiny the production functions of the Group. Mr. Chiu holds a Master of Business Administration
degree from the University of Hull, United Kingdom and u Higher Certificate of Mechanicul Engineering
from the Hong Konhy Polytechhic. Mr. Chiu has over twenty years of experience in production and
management. Before founding the Group, Mr. Chiu was a director und general manager of an electronics

compuny, which is principully enguged in the munufacturing of computer peripherals, in Hong Kony.

Chenhyg Kwohg Chunhyg, uged 38, is the Deputy Chairman, Chief Operation Officer and Co-Founder of the
Group. He wus uppointed as u Director in June 2001. Mr. Chengy is respohsible for marketing and
manhagement fuhctions of the Group. Mr. Cheny holds a Buchelor of Engiheering deyree in Electronics
Engiheering from the Hony Konhy Polytechnic University. Mr. Cheny hus over 10 years of experience in
sules und murketing und over five yedrs experience in soffwure programming. Before founding the
Group, Mr. Cheny worked us u generul munuger for un electronics compuny, which is principully enguyed

in the trading of electronic components, in Hong Kony.

Zhuny Fulin, uged 36, is the Chief Executive Officer und Chief Technicul Officer of the Group. He wus
dppointed as u Director in June 2001. Mr. Zhahy is responsible for the desigh and reseurch and
development functions of the Group. He holds a degree in the desigh of felecommunication equipment
from the South East University, the PRC. Prior to joining the Group in May 2000, Mr. Zhanyg worked us the
generdl munuger und heud of system design und programming in u system design und enyineerinyg
compuny in the PRC. Mr. Zhanyg hus over 10 yedars of experience in the system desigh, enygineering und

soffwdre programming.

Li Ting, aged 37, is the executive Director of the Group. He wus appointed an executive Director in June
2003. Mr. Li is responsible for business development in the PRC. Prior fo joining the Group, Mr. Li worked for
u private technology company as a general manager in the PRC. He graduated with u Bachelor Degree
in Economics in 1989 from Nunjing University in the PRC. He wus uppointed us un independent non-
executive Director on 3rd March, 2003 und wus gppointed as an executive Director with effect from 1st

June, 2003.

- IA International Holdings Limited
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Independent Non-Executive Directors

Leunhg Wui Ling, Wylie, aged 36, holds u buchelor deygree in business administration from the City University
of New York in the US. She is currently an accounting and administration manager for an internationdl
frading und munufacturing compuny in Hony Konyg. Ms. Leunyg hus more than ten yedrs of experience in
accounting, audit und finunce. She wus uppointed as the Compuny’s independent honh-executive Director
in June 2001.

Chuhyg Tuhyg Sau, uged 50, hus over twenty years of experience in munagement role in the areus of
production und sules in the manufacturing industry and wus previously the executive director of a listed

compuny. He wus uppointed as the Company’s independent hon-executive Director in July 2001.

Senior Management

Wanyg Lee Lee, uged 34 is the Chief Fihuncial Officer of the Group. She is dlso the uulified accountunt
and compuny secretary of the Group. Ms. Wany is responsible for the finuncial manugement and
accounting functions of the Group. She graduated from the University of Kent, United Kingdom with a
Bachelor of Arts deyree in Accounting und Computing. She is a fellow member of the Association of
Chartered Certified Accountunts and associate member of the Hong Kony Society of Accountunts. Ms.
Wdany hus over eight years experience working in commercidl und public uccountunts” firms. Prior to
joining the Group in May 2000, Ms. Wunyg worked us g munager in the accounting department of an

investment und brokeruge house.

Wu Ming, uged 32, is the project munager of the Group in the PRC. He is respohsible for the research and
development functionhs of the Group. He holds u Bachelor of Environmental Engineering degree from the
China North West Construction University in the PRC. Prior to joining the Group in November 2000, he
worked us u munauger of system support uand network security control for a computer compuny in the
PRC.

Zhanhg Yu Honhg, aged 37, is the production munager of the Group. He is responsible for the manufacturing
and procurement functions of the Group. Prior to joining the Group in March 2001, he worked us u
production und udministration manager for an electronics compuny. Mr. Zhanyg hus over ten yeurs

experience in the production of electronics products in the PRC.

Leuny Kwok Shing, Normaun, uged 31, is the project munuyer of the Group in Honyg Kony. He is responsible
for the research and development functions of the Group in Honyg Konhy. He holds a Bachelor of Computer
Services degree from the Monush University in Australia and has more than 9 yedars experience in research
und development. Prior to joining the Group in December 2002, he worked us u technicul maunager in u

soffware system compuny responsible for product development und customisution.
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18 Report of the Directors

The directors herein present their annuul report und the audited finunciul stutements of IA Internationul
Holdings Limited (the "Company”) and of the Group for the year ended 31st March, 2003.

Principal Activities
The principal uctivity of the Compuny is investment holding. Detdils of the principul activities of the
subsidiuries ure set out in hote 17 to the finunciul stutements. There were no chunges in the nuture of the

Group’s principual activities during the year.

Segment Information
An analysis of the Group’s turnover and conftribution to results by principal activity and geoygraphicul

areu of operations for the yeur ended 31st March, 2003 is set out in hote 6 to the finuncial statements.

Results and Dividends
The Group’s profit for the year ended 31st March, 2003 und the stute of uffairs of the Compuny und of

the Group ut that dute are set out in the finuncial statements on puyes 27 to 52.

The directors do hot recommend the puyment of uny dividend in respect of the yeur.

- IA International Holdings Limited
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The following is a summary of the published results of the Group for euch of the three yedrs ended 31st

March, 2003 and of the assets, liabilities and minority interests of the Group as at 31st March, 2003, 2002

and 2001 prepared on the busis set out in hotes 1 and 2 below.

Results
Year ended 31st March,
2003 2002 2001
HK$°000 HK$’000 HK$"000
Turnover 104,385 49,330 37,136
Profit before tuxution 5,062 4,694 6,835
Tuxution ©971) 817 (1,166)
Profit before minority interests 4,091 3,877 5,669
Minority interests 72 (198) -
Net profit from ordinury uctivities uttributuble
to shureholders 4,163 3,679 5,669
Assets, liabilities and minority interests
As at 31st March,
2003 2002 2001
HK$°000 HK$"000 HK$"000
Totul ussets 59,293 45,666 17,743
Totdl liubilities (18,697 9,161) (8,167)
Minority interests (2,126) (2,198) -
38,470 34,307 9,576
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Summary Financial Information (Continued)
Note:

The summury of the combined results of the Group for the yeur ended 31st Murch, 2001 wus extructed from the
Prospectus. Such summuary wus prepured us if the current Group structure hud beeh in existence throughout the
financiul year, The results of the Group for the years ended 31st Murch, 2002 and 2003 ure those set out on puye 27 of
the finuncial stutements.

Fixed Assets
Detuils of movements in the fixed ussets of the Group during the year are set out in hote 16 fo the
finuncial stutements.

Share Capital
Detuils of movements in the Compuny’s issued share cupitdl ure set out in note 22 to the finuncial

stutements.

Pre-emptive Rights
There ure no provisions for pre-emptive rights under the Compuany’s bye-laws or the laws of Bermudu,

which would oblige the Compuny to offer hew shares on a pro ratu busis fo existing shareholders.

Purchase, Redemption or Sale of Listed Securities of the Company
Neither the Compuny, nhor any of its subsidiaries purchused, redeemed or sold uny of the Compuny’s

listed securities during the yeur,

Reserves
Detuils of movements in the reserves of the Compuauny und the Group during the year are set out in the

stutement of chunyges in equity on puye 30 of the finunciul stutements.

Distributable Reserves

At 31st March, 2003, the Compuny’s reserves avdiluble for cash distribution and/or distributfion in specie
umounted to HK$12,467,000, us computed in accordunce with the Compuanies Act 1981 of Bermuda. In
uddition, the Compuny’s share premium uccount with a bulance of HK$5,902,000 us at 31st March, 2003
may be distributed in the form of fully puid bonus shures.
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Major Customers and Suppliers

During the yeur, sdles to the Group's five largest customers uccounted for upproximutely 92% of the totadl
sules for the year and sales to the lurgest customer included therein uamounted to approximately 31%.
Purchuses from the Group’s five largest suppliers accounted for approximately 100% of the fotal purchuses

for the yeuar,

As far us the directors are awdare, neither the directors of the Company, any of their respective ussociates
nor uny shuareholders (who, to the best knowledye of the directors, own more thun 5% of the Compuny’s
issued shure cupitul) had uny beneficidl interests in the Group’s five lurgest customers und suppliers

during the yeur.

Directors
The directors of the Company during the yeuar and up to the date of this report were:

Executive directors:
Chiu Tiny Sun
Cheny Kwonyg Chunhy

Zhanyg Fulin
Wanyg Lee Lee (retired on Tst August, 2002)
Li Tiny (uppointed on 3rd March, 2003)

Independent non-executive directors:
Chuny Tuhy Sau
Leunyg Wdi Liny, Wylie

In accordunce with the Company’s bye-laws, Zhang Fulin and Li Ting will retire by rotation and, being
eligible, will offer themselves for re-election ut the forthcoming unnuul generul meeting. The independent
non-executive directors dare not uppointed for specific terms but dre subject to retirement by rotation in

uccordunce with the Compuny’s bye-laws.

Directors’ and Senior Management’s Biographies
Biogruphical detuils of the directors of the Compauny und the senior management of the Group ure set
out onh puyes 16 to 17 of the Compuny’s annual report.
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Directors’ Service Contracts

Each of the executive directors, except Li Tiny, hus entered into u service contruct with Internet Appliances
(Hony Kong) Limited, a subsidiary of the Compuny, for an initial term of two years commencing from 1st
October, 2001, which will continue thereufter until terminated by either party giving not less than three

months’ hotice in writing to the other purty.

Apurt from the foregoiny, no director proposed for re-election ut the forthcoming unnual generdl meeting
has a service contfract with the Compuny which is hot defterminable by the Company within one year
without payment of compensation, other than statutory compensation.

Directors’ Interests in Contracts
No director had u significant beneficidl interest, either direct or indirect, in any contfract of significunce
to the busihess of the Group to which the Compuny, its holdihng compuny or uny of its subsidiuries wus u

purty during the yeuar,

Directors’ Interests in Shares
As ut 31st Murch, 2003, the interests of the directors und their respective ussociutes in the share cupital of
the Compuny or its ussociated corporations, s recorded in the reygister maintained by the Compuny

pursuant to Section 29 of the Securities (Disclosure of Interests) Ordinunce (the “SDI Ordihance”), were s

follows:
Company
Number of
ordinary
Directors Note Type of interest shares held
Cheny Kwony Chuny () Corporute 225,000,000
Note:

() These shures represent u 75% equity interest in the Compuny und ure owhed by Internet Appliunces (Holdinys)
Limited. The issued shure cupitdl of Internet Appliunces (Holdings) Limited is beneficiully owned by Globul Plus
Ltd. us fo 35%, Teum Concept Limited us to 25%, Perfect Chunce Limited us to 25% und IT Motion Corp. us to
15%. The issued share cupitul of Globual Plus Ltd. is wholly-owhed by Cheny Kwony Chunhy.

- IA International Holdings Limited
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Directors’ Interests in Shares (Continued)

Save us disclosed ubove, us ut the balunce sheet date, nhone of the directors or their ussociutes had any
personul, fumily, corporate or other beneficial interest in the issued share cuapital of the Company or any
of its ussociuted corporations us defined in the SDI Ordinunce or us otherwise notified to the Compuny
und the Stock Exchange pursuant fo the minimum standard of deulings prescribed by the Rules Goverhing
the Listing of Securities on the Growth Enterprise Murket ("GEM") of The Stock Exchunye of Hony Kony
Limited (the “Stock Exchunge”) (the "GEM Listing Rules”).

Directors’ Rights to Acquire Shares or Debentures

Apurt from us disclosed under the heuding “Directors’ interests in shares” ubove, at no time since the
incorporution of the Compuny were rights to acyuire benefits by means of the acquisition of shares in or
debentures of the Compuny or of uny other body corporute granted to uny director or their respective
spouse or children under 18 years of auge, or were dany such rights exercised by them; or wus the Compuany,
its holding compuny or uny of its subsidiaries a puarty to uany arrangement to enuble the director, their

respective spouse or children under 18 years of uge to ucqyuire such rights in any other body corporate.

Share Option Scheme

The Compuny operutes u share option scheme (the “Scheme”) for the purpose of recoghising significant
confributions of the employees of the Group to the growth of the Group, by rewarding them with
opportunities fo obtuin un ownership inferest in the Compuny und to further motivate and yive an

incentive to these persons to continue to contribute to the Group’s long term success and prosperity.

Eligible purticipunts of the Scheme include any employees, consultunts, suppliers or customers of the
Compuny und its subsidiaries, including uny independent hoh-executive directors of the Compuny. The
Scheme becume effective on 1st November, 2001 und, unless otherwise cuncelled or umended, will

remain in force for 10 years from that date.

The maximum humber of uhexercised share options currently permitted to be granted under the Scheme
is un umount equivalent, upon their exercise, to 10% of the shares of the Company in issue at any fime.
The muximum humber of shares issuable under share options fo euch eligible participunt in the Scheme
within any 12-month period up to the date of grant, is limited to 1% of the shares of the Compduny in issue
ut thut dute of grant. Any further grant of share options in excess of this limit is subject to shareholders’

upprovdl in a yenerdl meeting.
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Share Option Scheme (Continued)

The offer of u grant of share options May be uccepted in writing within 21 days from the date of the
offer, upon puyment of a normal consideration of HK$1 in total by the grantee. Any share option may be
exercised in uccordunce with the terms of the Scheme dt any time during a period to be notified by the
bourd of directors to un eligible purticipunt but muy not be exercised ufter the expiry of 10 yeurs from
the dute of yrunt of the shure option.

The exercise price of the share options is determinable by the bourd of directors, but may not be less
than the highest of (i) the closing price of the Company’s shares us stated in the Stock Exchange’s daily
yuotutions sheet on the dute of offer of the option, which must be u business duy, (ii) the averayge of the
closing prices of the Compuany’s shares us stated in the Stock Exchaunge’s duaily quotations sheets for the
five business duys immediutely preceding the dute of offer of the option, or (iii) the hominul value of the

Compuny’s shares oh the date of offer.
At the bulunce sheet dute, no share optiohs had been granted under the Scheme.

Substantial Shareholders

As at 31st Murch, 2003, so fur us the directors ure uwure, other thun the interests of the directors us
disclosed under the heudiny “Directors’ interests in shares” aubove, the reygister of substantial shareholders
muaintained by the Company pursuant fo Section 16(1) of the SDI Ordinance disclosed ho person ds

having un interest of more thun 10% of the nominal vulue of the Compuny’s issued shure cupitul,

Save as disclosed ubove, the Compuny had hot been notified of uny other interest representing 10% or

more in the issued share cupital of the Compuny ut the bulunce sheet dute.

Sponsor’s Interests

As at 31st Murch, 2003 und atf the dute of this report, DBS Asiu Cupitdl Limited (the “"Continuing Sponsor”),
its directors, employees or associutes did hot have any interest in the securities of the Compuany or of any
members of the Group, or huve uny right to subscribe for or to hominute persons to subscribe for the

securities of the Compuny or of uny members of the Group.
Pursuant o the agreement duated 10th July, 2001 entered into between the Compuny und the Confinuinyg

Sponsor, the Contihuing Sponsor received, and will receive, fees for ucting us the Company’s retained

sponsor for the period from 1st November, 2001 to 31st March, 2004.
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Compliance with Rules 5.28 to 5.39 of the Listing Rules
The Compuny hus complied with the Bourd practices und procedures us set out in Rules 5.28 to 5.39 of
the Listing Rules since the listing of the Compuny’s shures on GEM on 1st November, 2001.

Audit Committee

The Compuany set up un audit committee (the *Committee”) on 18th October, 2001, with written terms of
reference in compliance with the Listing Rules, for the purpose of reviewing und providing supervision
over the finuncial reporting process and internal control of the Group. The Committee currently comprises
the two independent non-executive directors of the Compuny, hamely, Mr. Chunyg Tuhg Sau and Ms.
Leunyg Wdi Ling, Wylie. During the year, the Committee held 4 meetings fo review und supervise the
finunciul reporting process, und to provide udvice und recommendutions to the bourd of directors. The
financial statements of the Group for the year ended 31st Murch, 2003 have been reviewed by the
Committee, who is of the opinion that such statements comply with the applicable accounting standards,

the Stock Exchunyge und legul requirements, und that adequate disclosures have been mude.
Auditors

Ernst & Youny resighed und Gluss Rudcliffe Chan were uppointed during the year.

Gluss Rudcliffe Chan will retire und d resolution for their reappointment us auditors of the Company will

be proposed ut the forthcoming unnuul yenerul meeting.

ON BEHALF OF THE BOARD

Chiu Ting San
Chdirman

Hony Konhy
13th June, 2003
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AUDITORS’ REPORT TO THE MEMBERS OF
IA INTERNATIONAL HOLDINGS LIMITED
(Incorporated in Bermuda with limited liability)

We have audited the financial statements on pages 27 to 52 which have been prepared in accordance
with accounting principles yenerdlly uccepted in Hony Kony.

Respective Responsibilities of Directors and Auditors

The Hong Kong Compunies Ordinunce requires the directors to prepure financial statements which give
u true und fuir view. In prepuring finunciul stutements which give a true und fuir view it is fundamental
that appropriate uccounting policies are selected und upplied consistently.

It is our responsibility to form un independent opinion, bused on our uudit, on those stutements und to
report our opinion to you.

Basis of Opinion

We conducted our audit in accordance with Statements of Audifing Standards issued by the Hong Kohy
Society of Accountunts. An audit includes examination, on o test busis, of evidence relevant to the
uamounts und disclosures in the finuncial statements. It dlso includes un dssessment of the significunt
estimutes und judgements mude by the directors in the prepuration of the financiul stutements, und of
whether the auccounting policies are appropriate fo the Company’s und the Group’s circumstances,
consistently upplied und udequutely disclosed.

We planned and performed our audit so us to obtain dll the information and explunations which we
considered necessury in order to provide us with sufficient evidence to yive reusonuble ussurance us to
whether the financial stutements are free from material misstatement. In forming our opinion we dlso
evuluuted the overull udequucy of the presentution of information in the finuncial stutements. We believe
that our audit provides u reusonuble bausis for our opinion.

Opinion

In our opinion the finunciul stutements yive u true und fuir view, in ull mauterial respects, of the stute of
the affairs of the Compuny and of the Group as ut 31st March, 2003 und of the Group’s profit and cush
flows for the yedr then ended und huve been properly prepured in uccordunce with the disclosure
requirements of the Honyg Kony Compunies Ordinunce.

GLASS RADCLIFFE CHAN
Certified Public Accountants

Hony Kony
13th Junhe, 2003

- IA International Holdings Limited
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For the yeur ended 31st Murch, 2003

2003 2002
Notes HK$’000 HKS$’000
TURNOVER 7 104,385 49,330
Cost of sules (89,962) (37,502)
Gross profit 14,423 11,828
Other revenue 8 717 722
Distribution costs (1,149) (1,018)
Administrative expenses (5,614) (4,448)
Other operuting expenses (2,943) (2,296)
PROFIT FROM OPERATING ACTIVITIES 9 5,434 4,788
Finance costs 10 372) 94
PROFIT BEFORE TAXATION 5,062 4,694
Tuxution 12 ©971) 817)
PROFIT BEFORE MINORITY INTERESTS 4,091 3,877
Minority interests 72 (198)
NET PROFIT FROM ORDINARY ACTIVITIES
ATTRIBUTABLE TO SHAREHOLDERS 13 4,163 3,679
DIVIDENDS 14 - -
EARNINGS PER SHARE 15
- Busic HK1.39 cents HK1.43 cents
- Diluted N/A N/A
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As at 31st March, 2003

2003 2002
Notes HK$’000 HK$’000
NON-CURRENT ASSETS
Fixed ussets 16 1,724 2,060
CURRENT ASSETS
Accounts receivuble 18 18,230 9,345
Prepuyments, deposits und other receivubles 4,581 6,463
Cush and bank balances 19 34,758 27,798
57,569 43,606
CURRENT LIABILITIES
Accounts payuble 20 12,967 1,620
Accrued expenses und other puyubles 1,384 1,271
Tuxes puyuble 2,341 1,295
Bunk overdruafts — secured 21 2,005 4,975
18,697 9,161
NET CURRENT ASSETS 38,872 34,445
TOTAL ASSETS LESS CURRENT LIABILITIES 40,596 36,505
MINORITY INTERESTS (2,126) (2,198)
38,470 34,307
CAPITAL AND RESERVES
Issued capital 22 15,000 15,000
Reserves 23 23,470 19,307
38,470 34,307

Chiu Ting San

Director

- IA International Holdings Limited

Cheng Kwong Chung

Director
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As at 31st March, 2003

2003 2002
Notes HK$’000 HKS$’000
NON-CURRENT ASSETS
Investments in subsidiuries 17 13,172 13,172
CURRENT ASSETS
Amounts due from subsidiuries 17 20,461 20,202
Cush aund bunk balances 19 6 6
20,467 20,208
CURRENT LIABILITIES
Accrued expenses und other puyubles 270 =
NET CURRENT ASSETS 20,197 20,208
NET ASSETS 33,369 33,380
CAPITAL AND RESERVES
Issued capital 22 15,000 15,000
Reserves 23 18,369 18,380
33,369 33,380
Chiu Ting San Cheng Kwong Chung

Director Director

Annual Report 2003 -



30 Stutement of Chunyes in Eyuity of the Group und the Compuny

For the yeur ended 31st Murch, 2003

Group
Share Share Contributed  Exchange Retained
capital premium surplus reserve eamings Total
Notes HK$"000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

Balance af 1st April, 2001 225 - 5,789 - 3,562 9.576
Issue of shares of u subsidiary - - 226 - = 226
Issue of shares to the

Pre-IPO Investors 22a(vii) 20 5,980 - - = 6,000
Issue of shares fo the public 22u(x) 2,750 19,250 - - = 22,000
Cupitalisation on issue of shares 224(ix) 12,005 (12,005) = = = =
Share issue expenses - (7.323) - = = (7,323)
Arising on consolidation

of u PRC subsidiary - - - 149 - 149
Net profit for the year - - - - 3,679 3,679
Balance af 31st March, 2002 15,000 5,902 6,015 149 7.241 34,307
Net profit for the year - - - - 4,163 4,163
Balance af 31st March, 2003 15,000 5,902 6,015 149 11,404 38,470
Company

Share Share Contributed  Exchange Accumulated
capital premium surplus reserve loss Total
Notes HK$"000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

Balance af 1st April, 2001 225 - - = = 225
Arising on ucyuisition of

u subsidiary - - 13,047 - = 13,047
Applied in payment of 1,000,000

ordinary shares dllotted nil

paid on incorporation - - (100) - = (100)
Issue of shares o the

Pre-IPO Investors 22a(vii) 20 5,980 - - = 6,000
Issue of shares fo the public 224d(x) 2,750 19,250 - - = 22,000
Cupitalisation on issue of shares 22d(ix) 12,005 (12,005) = = = =
Share issue expenses - (7.323) - = = (7,323)
Net profit for the year - - - - (469) (469)
Balance atf 31st March, 2002 15,000 5,902 12,947 = (469) 33,380
Net loss for the year - - - - (1 (an
Balance af 31st March, 2003 15,000 5,902 12,947 = (480) 33,369

- IA International Holdings Limited
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For the yeur ended 31st Murch, 2003

2003 2002
Notes HK$’000 HK$"000
Profit before taxation 5,434 4,788
Adjustments for:
Depreciation 605 432
Interest income (299) (B531)
Operating cush flows before movements
in working cupital 5,740 4,689
Increuse in uccounts receivuble (8,885) (1,428)
Decreuse/(increuse) in prepuyments, deposits und
other receivubles 1,882 (39
Decreuse in un umounts due from
ultimate holding company - 2,832
Increuse/(decreuse) in uccounts puyuble 11,347 (2,386)
Increuse/(decreuse) in uccrued expenses
and other payables 327 (1,163)
Exchunge udjustment on tfranslation of the finunciul
statements of an overseus subsidiary - 149
Cush inflow generated from operating activities 10,411 2,658
Interest puid (372) (99
Hong Kohy profits tax paid (139) (1,057)
NET CASH INFLOW FROM OPERATING ACTIVITIES 9,900 1,507
INVESTING ACTIVITIES
Interest received 299 88
Increuse in time deposits (7,379) (18,330)
Purchuses of fixed assets (269) (1,770)
NET CASH OUTFLOW FROM INVESTING ACTIVITIES (7,349) (20,012
FINANCING ACTIVITIES 24
Proceeds from issue of shures before public listing - 6,000
Proceeds from issue of shares on public listing - 22,000
Share issue expenses - (7.323)
Proceeds from issue of shares of u subsidiary - 226
Cupital contribution from the minority equity holder
of G subsidiary - 2,000
NET CASH INFLOW FROM FINANCING ACTIVITIES - 22,903
NET INCREASE IN CASH AND CASH EQUIVALENTS 2,551 4,398
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR 4,493 95
CASH AND CASH EQUIVALENTS AT END OF YEAR 7,044 4,493
ANALYSIS OF BALANCES OF CASH AND
CASH EQUIVALENTS
Cush and bunk bulances 19 9,049 9,468
Bunk overdrufts (2,005) (4,975)
7,044 4,493
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31st Murch, 2003

Group Reorganisation

The Compuny wds incorporated in Bermuda oh 7th June, 2001 us ah exempted company with
limited liability under the Companies Act 1981 of Bermudua. Pursuant to a group reorganisation (the
“Group Reorgunisation”) implemented on 18th October, 2001 to rationdlise the structure of the
Group in prepurution for the listing of the Compuny’s shares on the Growth Enterprise Murket
("GEM”") of The Stock Exchunge of Honhyg Kong Limited (the “Stock Exchange”), the Company
becume the holdihng compuny of the companies how comprising the Group. This wus accomplished
by the Company acquiring the entire issued share capital of Smart Time Development Limited
("STDL"), the then holding compuany of the subsidiaries listed in hote 17 to the financial statements,
in consideration for the ullotment and issue of 2,500,000 shures of HK$0.05 euch in the share
cupital of the Compuny, credited us fully puid, to the former shareholders of STDL. Further detuils
of the Group Reorgunisation are set out in hote 22 to the financial statements and in the Compuny’s
prospectus dated 24th October, 2001.

The shares of the Compuny were listed onh the GEM on 1st November, 2001.

Corporation Information
The principal activity of the Compuny is investment holding. During the year, the Group wus
principdlly involved in the provision of reseurch, development uand information-on-demund (*1OD”)

system solutions und the provision of reluted products aund services.

In the opinion of the directors, as at 31st March, 2003, the ultimate holding compuny of the
Compuny was Internet Appliances (Holdings) Limited (*IA Holdings”) which is incorporated in the
British Virgin Islands.

Adoption of Statements of Standard Accounting Practice

In the current yeur, the Group has adopted, for the first time, a humber of revised Statements of
Standard Accounting Practice ("SSAP(s)”) issued by the Hong Kong Society of Accountants in
advunce of their effective duates. The adoption of these SSAPs has resulted in a chunge in the
format of presentution of cush flow statement, un inclusion of u stautement of chaunyges in eyuity. As
there is no materiul effect on the results for the current or prior uccounting periods, ho prior period

udjustment has been reyuired.
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31st Murch, 2003

3. Adoption of Statements of Standard Accounting Practice (Continued)
The revisions to SSAP 11 (Revised) “Foreign Currency Translation” have eliminated the choice of
fransluting the income stutements of overseus operations ut the closing rute for the yeur, the
policy previously followed by the Group. They dre how required fo be franslated at un average
rate. This change in accounting policy has not had any material effect on the results for the

current or prior uccounting periods.

Under SSAP 15 (Revised) “"Cush Flow Statements”, cush flows are clussified under these heudinys -
operdting, investing und finuncinyg, rather than the previous five heudinys. Interest und dividends,
which were previously presented under sepurute heudinys, dre clussified us operating/investing/
financing cash flows. Cash flows arising from taxes oh income are clussified as operating activities,

unless they cun be sepurutely identified with investing or financing uctivities.

4. Basis of Presentation
The financidl stutements huve been prepured under the historical convention und in accordunce
with accounting standuards issued by Honhy Konyg Society of Accountants, geherdlly accepted
accounting principles in Hohyg Kony and the disclosure requirements of the Hong Kong Compdnies

Ordinunce.

The consoliduted finauncial statements have been prepdred using the merger busis of accounting
us u result of the Group Reorganisation. Under this basis, the Compuny has been freated as the
holding compuny of its subsidiaries for the financial years presented rather than from the date of
their acquisition. Accordingly, the consolidated results of the Group for the years ended 31st
March, 2002 and 2003 include the results of the Company and its subsidiaries with effect from 1st

April, 2001 or since their respective dates of incorporation, where this is a shorter period.

In the opinion of the directors, the consolidated finuncial statements prepdred on the ubove busis

present more fairly the results and the state of affairs of the Group ds a whole.

All sighificant inter-compuany transactions and balances within the Group dare eliminated in the

preparation of the consolidated financial statements.
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5.

Principal Accounting Policies

(o)

(b)

(©)

Subsidiary companies

A subsidiary company is a compdany in which the Compuny, directly or indirectly, controls
more than half of the voting power or issued share capital or controls the composition of the
board of directors. The Compuny’s investments in subsidiaries are stated at cost less any

impdirment.

Joint venture company
A joint venture compuny is a compuny set up by contfractuul urrungement, whereby the
Group and other parties undertake an economic activity. The joint venfure compuny operates

us u separate enftity in which the Group and the other parties have an infterest.

The joint venture ugreement between the ventures stipulutes the cupital conftribution of the
joint venture purties, the durdtion of the joint venture and the basis on which the ussets are
to be redlised upon its dissolution. The profit und loss from the joint venture compuny’s
operutions and any distributions of its surplus assets are shared by the venturers, either in
proportion to their respective cupitul contributions, or in accordunce with the terms of the

joint venfure agreement.

A joint venfure company is freated as a subsidiary if the Company has unilateral control

over the joint venture compuny.

Related parties

Parties aure considered to be reluted if one party has the ability, directly or indirectly, to
control the other party or exercise significunt influence over the other party in making financial
und operuting decisions. Parties dre ulso considered to be related if they dre subject to
commonhn cohtrol or common sighificunt influence. Related purties may be individuuls or

corporute entities.

- IA International Holdings Limited
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Principal Accounting Policies (Continued)

(d)

(e

Fixed assets

Fixed ussets are stuted ut cost less accumuluted depreciation and dany provisions for
impuirment losses reyuired to reflect recoverable amounts. Cost represents the purchase
price und uny directly attributable costs of bringing the usset to its working condition for its
infended use. Subseyuent expenditure is cupitalised when it is probdble that future economic
benefits, in excess of the originully ussessed stundurd of performunce of the existing usseft,
will flow to the enterprise. All other subsequent expenditure, such us repuirs und muintenunce

und overhaul costs, is recoyhised us un expense in the period in which it is incurred.

Depreciution is culculuted to write off the cost of fixed ussets over their estimuted useful

lives, on a straight-line busis, at the following annuul rutes:

Leusehold improvements Over the remuaining leuse terms
Furniture und fixtures 20%
Computer and office equipment 20%
Motor vehicles 10%

The yguin or loss urising from the retirement or disposul of fixed ussets, representing the
difference between the estimuated het disposul proceeds and the carrying amount of the

usset, is recoynised in the income statement.

Research and development costs

All reseurch costs ure charged to the income stutement ds incurred.

Expenditure incurred on projects to develop hew products is cupitdlised and deferred only
when the projects ure cleurly defined; the expenditure is separately identifiable and can be
meusured reliubly; there is reasonuble certainty that the projects are technicully feusible;
und the products have commercial value. Product development expenditure which does

not meet these criteriu is expensed when incurred.

Deferred development costs ure umortised using the straight-line busis over the commercial
lives of the underlying products of not exceediny five yedars, commencing from the dute

when the products are put into commercial production.
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5. Principal Accounting Policies (Continued)

()

(9

(h)

()

Operating leases

Leuses where u significant portion of the risk and rewards of ownership dare retained by the
lessors are clussified as operuting leuses. Where the Group is the lessee, rentals payable
under the operating leuses ure charged to the income statement on the straight-line busis

over the leuse terms.

Cash and cash equivalents

Cush and cush equivalents represent short term highly liquid investments which are readily
convertible info khnown umounts of cush and which were within three months of maturity
when dacyuired, less advances from banks repaydble within three months from the date of

the advunce.

Deferred tax
Deferred tux is provided, using the liubility method, on dll signhificunt timing differences to
the extent it is probadble that the liability will crystallise in the foreseeuble future. A deferred

tax usset is hot recoyhised until its redlisation is ussured beyond reusonuble doubt.

Revenue recognition
Revenue is recoghised when it is probuble that the economic benefits will flow to the Group

und when the revenue cun be meusured reliably, on the followinyg buses:

) Revenue from the sules of goods is recognised when the significant risks and rewards
of ownhership have been transferred to the buyer, provided that the Group muaintains
neither managerial involvement to the deygree usudlly ussociauted with ownership, hor

effective control over the gyoods sold und

(i) Revenue from the sules of E-commerce plutform systems is recoyghised when the

customer uccepts the installation and that the system is operating satisfactorily.

(ii)  Revenue from provision of computer network setup service is recoynised when the

customer uccepts the delivery und that the system is operuting sutisfactorily.

(iv) Interest income is recoygnised on u time proportion busis, tuking into account the

principul outstunding und the effective interest rate upplicuble.

- IA International Holdings Limited
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Principal Accounting Policies (Continued)

()

(k)

a

(m)

Dividends

Dividends proposed by the directors are classified as o separate dllocation of retained
earnings within capital and reserves in the bulance sheet, until they have been approved
by the shureholders in u genherul meeting. When these dividends have been upproved by
the shareholders and declared, they dare recoygnised us d liability.

Translation of foreign currencies

Transactions in foreigh currency during the year are translated at exchange rates ruling at
the transaction dates. Monetary assets and liabilities denominated in foreign currencies dare
franslated at the rates of exchunge ruling at the bulance sheet date. Guins or losses drising
oh exchunge ure dedlt with in the income statement.

On consolidution, the ussets and liabilities of the Group’s overseus subsidiaries are translated
info Hony Kony dollars at exchange rate prevailing on the balance sheet date. Income and
expense items are transluted into Hony Kony dollars at the average exchange rate during
the year. Exchanyge differences arising, if any, are dedlt with in the exchange reserve.

Accounts receivable

Trade debtors which generdlly have credit terms of hot more than 90 days, except for
certain well established customers, where the terms are extended to nhot more than 180
days, dre recoyhised und curried ut originul invoiced umount less un ullowunce for uny
uncollectible umounts. An estimute for doubtful debts is made when collection of the full
umount is ho lonyer probuble. Bud debts aure written off us incurred.

Pension scheme

The Group, other than the subsidiary company in the People’s Republic of China ("PRC"),
operutes u defined conftribution Mundatory Provident Fund retirement benefits scheme (the
“MPF Scheme”) under the Mandatory Provident Fund Schemes Ordinance, for dll of its
employees in Hony Kony. Contributions ure mude bused on u percentuye of the employees’
busic salaries und dre churged to the income statement us they become paydble in
accordunce with the rules of the MPF Scheme. The ussets of MPF Scheme dare held sepuarately
from those of the Group in an independently administrated fund. The Group’s employer
contributions vest fully with the employees when contributed to the MPF Scheme except for
the Group’s employer voluntary contributions, which will be refunded to the Group when
the employee leaves employment prior to the contributions vesting fully in accordunce with
the rules of the MPF Scheme.

The PRC subsidiary compuny’s contributions to d local municipal government retirement
scheme inh the PRC ure expensed us incurred while the locul municipul government in the
PRC undertukes to ussume the retirement benefit obligations of dll existing and future retirees
of the yudilified stuff in the PRC.
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5.

Principal Accounting Policies (Continued)

(n) Impairment of assets
An dssessment is made af euch bulance sheet date of whether there is any indication of
impuirment of any asset, or whether there is any indication an impairment loss previously
recoyhnised for un usset in prior yeurs may no longer be required. An usset’s recoverubility

amount is culculated us the higher of the usset’s value in use or its net selling price.

An impuirment loss is recoygnhised only if the currying umount of un usset exceeds its
recoveruble amount. An impdairment loss is charged to the income statement in the period

in which it urises.

A previously recognised impdairment loss is reversed only if there has been a chunge in the
estimutes used to determine recoveruble amount of an usset, however not to un amount
higher than the cuarrying umount that would have beenh determined (nhet of depreciation)
had no impuirment loss been recoygnised for the usset in prior yeurs. A reversul of un

impuirment loss is credited to the income stuatement in the period in which it arises.

Segment Information

SSAP 26 wus uadopted during the year. Segment information is presented by way of two segment
formats: (i) on a primury segment reporting busis, by business segment; und (ii) on u secondury
segment reporting busis, by yeoygruphicul segment.

The Group’s operuting businesses ure structured und munuged sepurutely, uccording to the nature
of their operations and the products and services they provide. Each of the Group’s business
segments represents u strateyic business unit that offers products und services which dre subject to
risks and returns that are different from those of other business segments. Summary detdils of the

business segments are as follows:

(u)  the Internet uppliunces products segment provides Intemet appliances und reluted products
developed by the Group; und

(b) the e-commerce plutform seyment provides un e-murketpluce for content providers and

their users with features such as security enhancements und related services.

In determining the Group’s yeoyruphicul segments, revenues are uttributes to the segments bused
on the locuation of the customers and ussets are attributed to the segments baused on the locution

of ussets.

- IA International Holdings Limited
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Segment Information (Continued)

(o)

Business segments

The followiny tubles present revenue, results and certain assets, liabilities and expenditure

information for the Group’s business segments.

Interet appliances

E-commerce platform

and related products and related services Consolidated
2003 2002 2003 2002 2003 2002

HK$°000 HK$’000 HK$°000 HK$’000 HK$°000 HK$’000
TURNOVER 85,209 49,330 19,176 - 104,385 49,330
RESULTS
Seyment results 11,490 11,568 408 (2,296) 11,898 9,272
Other revenue 299 531
Distribution costs (1,149) (567)
Administrative expenses (5,614) (4,448)
Profit from operuting uctivities 5,434 4,788
Finunce costs (372) (94)
Profit before fuxution 5,062 4,694
Tuxation 971) 817)
Profit before minority interests 4,091 3,877
Minority interests 72 (198)
Net profit flom ordinary activities

uttributable to shareholders 4,163 3,679

BALANCE SHEET
ASSETS
Segment ussets 17,091 14,844 5,195 - 22,286 14,844
Undllocuted ussets - - - - 37,007 30,822
Totul ussets 59,293 45,666
LIABILITIES
Segment liubilities 12,344 2915 1,465 - 13,809 2915
Unallocuted lidbilities - - - - 4,888 6,246
Totdl liubilities 18,697 9,161
Other segment information:
Depreciation - unallocuted - - - - 605 432
Capitdl expenditure - unallocuted - - - - 269 1,770
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6. Segment Information (Continued)
(b) Geographical segments

The followiny tubles present revenue, results and certuin ussets und expenditure information

for the Group’s geoygruphical segments.

Group
PRC (including United States of
Hong Kong) America Middle East Others Consolidated
2003 2002 2003 2002 2003 2002 2003 2002 2003 2002
HK$'000  HKS'000  HK$'000  HKS'000  HKY'000  HKS'000  HK$'000  HKS'000  HK{'000  HKS'000
Segment revenue 98,933 2239 4,151 24439 - 1,560 1,295 93 104,385 49,330
Other segment
information:
Seyment ussets 59,293 40616 - 4,483 - - - 57 59,293 45,666
Capital expenditure 269 1,770 - - - - - = 269 1,770

7. Turnover

Turnover represents the net invoiced vulue of goods sold, ufter ullowances for returns aund frade

discounts where dpplicuble und services rendered. All significant infra-group transactions have

been eliminuted on consolidution.

8. Other Revenue

2003 2002

HK$°000 HK$ 000

Inferest income 299 531
Setup fee for computer networks and others 418 191
717 722
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Profit from Operating Activities
The Group’s profit from operating activities is arrived at after crediting and charging the following:

2003 2002
HK$°000 HK$’000

Crediting:
Interest income 299 531

Charging:
Auditors’ remunerution 270 450
Cost of inventories sold 89,832 37,502
Directors’ remunerution 1,417 960
Depreciation of fixed ussets 605 432
Exchunge losses 35 18
Operuting leuses in respect of lund and buildings 658 832
Research und development costs 2,593 2,296
Pension scheme confributions 105 46
Stuff costs (excluding directors’ remunerution) 2,993 2,193

The research und development costs include HK$1,454,000 (2002: HKS1,471,000) relating to staff
costs und pension scheme contributions, which dre dlso included in the respective total amounts
disclosed sepurately above for euch of these types of expenses. Resedrch and development costs

dre included in “Other operating expenses” on the fuace of the income statement.

Finance Costs

Group
2003 2002
HK$°000 HK$"000
Interest on bunk overdrufts and bills wholly repayuble
within five years 372 94
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11. Directors’ remuneration and Senior Executives

() Directors’ remuneration disclosed pursuant to the Rules Governhing the Listing of Securities on

GEM and Section 161 of the Hong Kong Compunies Ordinunce, is us follows:

2003 2002
HK$’000 HKS$’000
Fees:
Executive directors - -
Independent non-executive directors 240 100
240 100
Other emoluments of executive directors:
Busic sularies, housing benefits, other dllowunces
und benefits in kind 1,177 960
Pension scheme contributions - -
1,177 960

Each of the two (2002: fwo) independent hon-executive directors received approximately
HK$120,000 (2002: HKS$50,000) euch during the yeur ended 31st March, 2003. The four (2002:
four) executive directors received individual emoluments of approximately HK$390,000,
HK$376,750, HK$250,000 und HK$160,000 (2002: HK$300,000, HK$240,000, HK$180,000 und

HK$240,000) during the year ended 31st March, 2003.

During the yeur, one of the executive director retired. The emoluments ufter her retirement

us un executive director were included in the stuff cost uccounts.
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11. Directors’ remuneration and Senior Executives (Continued)

(C))

(b)

(Continued)
The emoluments of the Directors of the Company fell within the following bands:

Number of directors
2003 2002

Emolument bands
Nil fo HK$ 1,000,000 6 6

There was ho arrahgement under which a director waived or ugreed to wuive any

remunerution during the yeuar,

The five highest puid employees during the year included four (2002: four) directors, details
of whose remuneration dre set out ubove. Detudils of the remunerution of the remuining one

(2002: one) hon-director, highest puid employee dre set out us follows:

Group
2003 2002
HK$’000 HKS$’000
Suluries, ullowunces und benefits in kind 289 126
Pension scheme conftributions 13 5
302 131

The emoluments of the five individuals of the Group fell within the following bands:

2003 2002

Emolument bands
Nil fo HK$ 1,000,000 5 5

During the year, ho emoluments were puid by the Group to the directors or the highest puid,

non-directfor employee ds un inducement fo joinh or upoh joining the Group, or ds
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12.

13.

14.

15.

Taxation

Hong Kongy profits tax hus been provided at the rate of 16% (2002: 16%) on the estimuted ussessuble
profits arising in Hony Kony during the yeur. Tuxes on profits ussessuble elsewhere huve been
culculated at the rates of tax prevdiling in the countries in which the Group operates, bused on

existing legislation, interpretation and practices in respect thereof.

2003 2002
HK$’000 HK$"000

Provision for the yeuar:
Hony Kohy 967 411
PRC 4 412
Overprovision in the prior year - (@)
971 817

Deferred tax has not been provided (2002: Nil) becuause the Compuny and the Group had ho

sighificant timiny differences ut the bulance sheet dute.

Net Profit from Ordinary Activities Attributable to Shareholders
The net loss from ordinary activities attributable to shareholders for the year ended 31st March,
2003 dedlt with in the financial statements of the Company was HKS$11,000 (2002: HK$469,000).

Dividends
No dividends have been puid or declared by the Compuany since the date of incorporation.

Earnings Per Share

The culculution of busic edrnings per share is bused on the net profit from ordinary activities
atftributable to shareholders for the year of HK$4,163,000 (2002: HK$3,679,000) and on the weighted
averuge humber of 300,000,000 (2002: 256,945,000) ordinary shares of the Compuny.

Diluted earninys per shure is hot presented us there were no diluting events during the year.

- IA International Holdings Limited
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Fixed Assets

Group
Furniture  Computer
Leasehold and and office Motor
improvements fixtures equipment vehicles Total
HK$"000 HK$"000 HK$"000 HK$"000 HK$"000
Cost:

At Tst April, 2002 674 182 1,225 526 2,607
Additions 107 - 162 - 269
At 31st Murch, 2003 781 182 1,387 526 2,876

Accumuluted depreciution:

At 1st April, 2002 372 33 130 12 547
Charge for the year 287 885 236 47 605
At 31st March, 2003 659 68 366 59 1,152

Net book value:

At 31st March, 2003 122 114 1,021 467 1,724

At 31st March, 2002 302 149 1,095 514 2,060

Investments in Subsidiaries and Amounts Due from Subsidiaries

Company
2003 2002
HK$’000 HKS$ 000
Unlisted shures, ut cost 13,172 13,172
Amounts due from subsidiuries 20,461 20,202
33,633 33,374

Amounts due from subsididries ure unsecured, interest-free and huve no fixed terms of repuyment.
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17.

Investments in Subsidiaries and Amounts Due from Subsidiaries (Continued)

Detuils of subsidiary compunies are us follows:

Place of Nominal value Percentage of
incorporation/ of ordinary attributable
registration and share/registered equity interest
Name operations capital Direct  Indirect Principal activities
Smart Time Development British Virgin US$800,000 100 = Investment holding
Limited slands Ordinary
Internet Appliances Hohg Kony HK$1,000,000 = 100 Trading of internet
(Hony Kony) Limited Ordinary uppliances
Shencui (Hong Kony) Holdiny Brifish Virgin US$10,000 - 100 Dormunt
Limited Islands Ordinary
Innotech Development British Virgin US$1,000 = 100 Dormant
Limited Islands Ordinary
Globul Form Limited British Virgin US$50,000 - 100 Dormunt
Islands Ordinary
TR AL ASER R AT PRC HK$20,000,000 - 90 Provision of 10D

("IA Shenzhen”) note (u)

Note:

system solutions

() IA Shenzhen wus estublished by Internet Appliunces (Hony Konhyg) Limited und u PRC purther us a sino-

foreign equity joint venture for u period of 10 yeurs commencinyg from the dute of the issue of its

business licence on 8th March, 2001.

- IA International Holdings Limited
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Accounts Receivable

The ayging unalysis of the Group’s accounts receivuble at the balance sheet dute, based on the

dute of yoods delivered, is us follows:

Group

2003 2002
HK$’000 HKS$ 000
Within 30 days 15,787 5,050
31 - 60 days 2,443 1,627
Over 61 days - 2,668
18,230 9,345

Cash and Bank Balances

Group Company

2003 2002 2003 2002
HK$’000 HKS$ 000 HK$’000 HKS$ 000
Cush and bank balances 9,049 9,468 6 6
Time deposits 25,709 18,330 - -
34,758 27,798 6 6

Annual Report 2003 -



48 Notes to Finunciul Stutements

31st Murch, 2003

20. Accounts Payable

The uying unulysis of the Group’s uccounts puyuble ut the bulunce sheet dute, bused on the

dute of yoods received, is us follows:

Group
2003 2002
HK$°000 HK$ 000
Within 30 duys 12,632 1,620
31 - 60 days - =
Over 61 days 335 =
12,967 1,620

21. Banking Facilities

At 31st March, 2003, the Group hus general bunking facilities available of HK$30,000,000 (2002:
HK$20,000,000). The fucilities provided to the subsidiary of the Compuny were guuranteed by the

Compuny.

22. Share Capital

(a) Shares
2003 2002
HK$’000 HKS$ 000
Authorised:
2,000,000,000 ordinary shares of HKS0.05 euch 100,000 100,000
Issued und fully puid:
300,000,000 ordinury shares of HK$0.05 euch 15,000 15,000

- IA International Holdings Limited
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22. Share Capital (Continued)

(o)

Shares (Continued)
There ure ho movements in share capital during the year. The changes in the Company’s
authorised and issued capital took place during the period from 7th June, 2001 (dute of

incorporation) fo 31st March, 2002 are us follows:

©) On incorporation, the authorised share capital of the Company was HK$100,000 divided
info 1,000,000 shures of HK$0.10 euch. On 13th Juhe, 2001, 1,000,000 shures were
dllotted und issued nil puid to IA Holdinys.

(i) On 18th October, 2001, euch of the shures of HKS0.10 euch of the authorised und
issued share cupital of the Compuny wus subdivided into 2 shares of HKS0.05 euch.
Accordingly, the Compuny’s authorised und issued share capital were changed from
1,000,000 shures of HK$0.10 euch to 2,000,000 shares of HK$0.05 euch.

(i)  On 18th October, 2001, the authorised share capital of the Company wds increused
from HK$100,000 o HK$100,000,000 by the creation of a further 1,998,000,000 shares of
HKS$0.05 euch.

(iv)  On 18th October, 2001, us part of the Group Reorganisation set out in hote 1, the
Compuny issued un aggregate of 2,500,000 shares of HK$0.05 euch, credited s fully
puid to IA Holdings, in consideration for the acquisition of the enfire issued share
capital of STDL. The excess of the fair value of the shares of STDL, determined on the
basis of the consolidated net ussetfs at that date over that nominal value of the
Compuny’s shares issued in exchange therefor, umounting to HK$13,047,000 wus
credited fo the Compuny’s contributed surplus us set out in the statement of changes

in eyuity.

v) On 18th October, 2001, an umount of HK$100,000, being u portion of the amount
credited to the contributed surplus of the Company on the issue of shares in exchanyge
for the shares of STDL us set out in (iv) ubove, was applied to pay up, in full at par

vdlue, the 1,000,000 shares allotted and issued hil paid on 13th June, 2001.

(vi)  On 18th October, 2001, u totul of 220,500,000 shures of HK$0.05 euch were ullofted us
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22. Share Capital (Continued)
(a) Shares (Continued)
(vii)  On 18th October, 2001, the Compuny dllotted und issued u total of 400,000 shares to
the Pre-IPO Investors at a total consideration of HK$6,000,000.

(viii) On 18th October, 2001, u totul of 19,600,000 shures of HKS0.05 euch were ullotted us
fully paid at par to the Pre-IPO Investors.

(ix)  The cupitdlisution shares, us stated in (vi) and (viii) ubove, were issued by way of
cupitalisation of the sum of a total of HK$12,005,000 standing to the credit of the
share premium daccount of the Compuny. This dllotment and capitalisation were
conditionul on the share premium uccount beiny credited us u result of the hew

shures issued to the public.

x) On 31st October, 2001, 55,000,000 shares of HKS0.05 euch were issued to the public at

HK$0.40 euch for u total cash consideration, before related issuing expenses, of
HK$22,000,000.

(b) Share options
The Compuny operutes u share option scheme (the “Scheme”), further detdils of which are

set out under the heading “Share option scheme” in the Report of the Directors.

At the bulunce sheet dute und the dute of upprovul of these finunciul stutements, no share

options had been granted under the Scheme.

23. Reserves
The movements of reserves of the Group and Compdny dre set out under the statement of chanyges

in eyuity.

The confributed surplus of the Group urose us u result of the Group Reoryunisution us set out in
note 1 to the finuncial statements und represents the difference between the nhominal value of the
agyreygute share capital of the subsidiaries acqyuired under the Group Reorgunisation, over the

nominal vulue of Compuny’s shares issued in exchunye therefor.
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Reserves (Continued)

The contributed surplus of the Company drose ds d result of the saume Group Reorgahisation and

represents the excess of the then combined nhet ussets of the subsidiuries ucyuired, over the

nominal value of the Compuany’s shares issued in exchange therefor.

Under the Compunies Act 1981 of Bermudu, the Compuny’s contributed surplus is avdailuble for

cush distribution and/or distribution in specie under certdin circumstances.

Notes to the Consolidated Cash Flow Statement

Andlysis of chunges in financing during the yeur:

Issued capital

and share Contributed Minority

premium account surplus interests

HK$"000 HK$ 000 HK$ 000

At 1st April, 2001 225 5,789 -
Net cash inflow from financing 20,677 226 2,000
Share of profit for the year - - 198
As 31st March, 2002 20,902 6,015 2,198
Share of loss for the year - - 72
At 31st March, 2003 20,902 6,015 2,126
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31st Murch, 2003

25.

26.

27.

28.

Operating Lease Arrangements
The Group leases certain of its office properties under operating leuse arrahgements. Leuses for

properties are negotiated for ferms ranging 12 months to 51 months.

At 31st March, 2003, the Group had total future minimum leuse payments uhder hon-cancellable

operduting leuses fulling due us follows:

Group
2003 2002
HK$°000 HK$"000
Withih one year 230 418
In the second to fifth yeurs, inclusive 330 551
560 969

Commitments
Save for the operuting leuse commitments detuiled ih hote 25 ubove, ut the bulance sheet dute,

neither the Group, nor the Compuny hud significant commitments.

Contingent Liabilities

Company
2003 2002
HK$°000 HK$"000
Guuruntee provided to u subsidiary compuny for
its utilised bunking fucilities ut the bulunce sheet dute 12,005 4,975

Approval of the Financial Statements
The financial statements were approved and authorised for issue by the Board of Directors on 13th
June, 2003.

- IA International Holdings Limited
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NOTICE IS HEREBY GIVEN thut the Annuul Generul Meeting of IA Internutionul Holdings Limited (the
“Compuny”) will be held at Room 1536, Pruton Prudential Hotel, 222 Nuthun Roud, Tsimshatsui, Kowloon,
Honyg Kong on Friday, 18th July, 2003, at 10:00 u.m. for the following purposes:

1. To receive und consider the audited finunciul stutements and the reports of the directors und
auditors for the yeur ended 31st March, 2003;

2. To re-elect retiring directors und authorise the bourd of directors to fix their remuneration;
3. To re-uppoint uuditors und uuthorise the bourd of directors to fix their remuneration;

und, s specidl business, fo consider und, if thought fit, fo puss with or without aumendments, the following

resolutions as ordinary resolutions of the Compuny:
4, “THAT

0] subject to paragraph (iii) of this resolution, pursuant to the Rules Governing the Listing of
Securities on the Growth Enterprise Market of The Stock Exchunge of Hong Kong Limited (the
“"GEM Listing Rules”), the exercise by the directors of the Compuny during the Relevunt
Period (us defined below) of dll the powers of the Compuny to dllot, issue und deul with
additional shares in the cupital of the Compuny und to make or grant offers, agreements
und options (including bonds, warrants und debentures convertible into shares) which might

reyuire the exercise of such powers be und is hereby generdlly and unconditionully upproved;

(D) the approval in paragraph (i) of this resolution shall authorise the directors of the Company
during the Relevunt Period to muke or yrunt offers, ugreements and options which might
reqyuire the exercise of such powers dfter the end of the Relevunt Period;

(liy  the ugyyreyute nominul umount of shure cupitul ullotted or uyreed conditionully or
uhconditiondlly fo be dllotted (whether pursuunt to an option or otherwise) by the directors
of the Compuny pursuunt to the approval in paragraph (i) of this resolution, otherwise than
pursuant to (u) g Rights Issue (us defined below), (b) the exercise of warrants to subscribe
for shares of the Compahny or the exercise of options granted under any ordindary share
option scheme udopted by the Compuny, or (c) un issue of shures of the Compuny in lieu
of whole or purt of u dividend on shares of the Compuny in uccordunce with the bye-laws
of the Compuny, shall hot exceed 20% of the aggregute nominal amount of the share
cupital of the Compuany in issue as at the dute of the pussing of this resolution and this
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@iv)

5. "THAT

)

for the purpose of this resolution:

"Relevunt Period” meuns the period from the dute of this resolution until whichever is the

eurliest of:

(g)  the conclusion of the hext annual general meeting of the Company;

(b)  the expirution of the period within which the next annuul gyenerul meeting of the
Compuny is required by the bye-laws of the Compuny or the Compuny Act 1981 of

Bermudu (us umended) or uny upplicuble luws to be held; und

(¢) the dute on which the uuthority sets out in this resolution is revoked or varied by the

pussing of an ordinary resolution by shareholders of the Compuny in generdl meeting.

"Rights Issue” meauns un offer of shures of the Compuny open for u period fixed by the
directors of the Compuny to holders of shares on the reyister of members of the Company
on u fixed record dute in proportion to their then holdings of such shares us at that dute
(subject to such exclusions or other arrangements as the directors of the Company may
deem hecessury or expedient in relation to overseus shareholders or fractional entitlements
or having regurd to uny restrictions or obligutions under the luws of, or the reyuirements of,

uny recoyhised reygulatory body or uny stock exchunge in uny territory outside Honyg Kong).”

subject to paragraph (i) of this resolution, the exercise by the directors of the Compuny
during the Relevant Period (as defined below) of dall powers of the Compuny to repurchause
issued shares in the cupital of the Compuny on the Growth Enterprise Market of The Stock
Exchanyge of Hong Konhy Limited (the “Stock Exchunge”) or any other stock exchuange on
which the securities of the Company may be listed and recoghised by the Securities und
Futures Commission of Hong Kony und the Stock Exchunge for such purpose, subject to and
in connection with all applicable laws and/or the requirements of the GEM Listing Rules (ds
defined in Resolution No. 4 us set out in the notice of this meeting) or of uny other stock
exchunge us amended from fime to time, be und the sume is hereby generully und

unhconditionully upproved:

- IA International Holdings Limited
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(i) the agyregate nominal amount of shares of the Company which the Compuny is authorised
to repurchuse pursuunt to the upproval in puragruph (i) of this resolution shall hot exceed
10% of the uyyreyute nominul umount of the share capital of the Compuany in issue us ut

the dute of the pussing of this resolution, und this upprovaul shull be limited auccordinyly; und
(iiiy ~ for the purpose of this resolution:

“Relevant Period” medns the period from the pussing of this resolution until whichever is the

eurliest of:

()  the conclusion of the hext annuadl general meeting of the Company;

(b)  the expiration of the period within which the next annuul yenerdl meeting of the
Compuny is required by the bye-laws of the Compuny or the Compuny Act 1981 of

Bermudu (us umended) or uny upplicuble luws to be held; und

©) the date on which the authority setfs out for this resolution is revoked or varied by the

pussing of an ordinary resolution by shareholders of the Company in general meeting.”

6. "THAT conditionul upon ordinury resolutions nos. 4 and 5 ubove beiny pussed, the uygreyute
nominul umount of shares of the Compuny which dre repurchused by the Compuny under the
authority granted to the directors of the Compuny us mentioned in ordinary resolution ho. 5 above
shall be udded to the aggregute hominal amount of the share capital of the Company that may
be dllofted or agreed conditionally or unconditionally to be dllotted by the directors of the Company

pursuunt to ordinary resolution no. 4 ubove.”
By order of the Bourd
Wang Lee Lee

Compuny Secretary

Hony Kony, 23rd June, 2003
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Heud Office und Principul
Place of Business:

Units 1001-1004

10th Floor

238 Nuthun Roud

Kowloon

Hony Konhy

Reyistered Office:
Clurendon House
2 Church Street
Hamilton HM11
Bermudu

Notes:

0] A member entitled to uttend und vote ut the meetiny convened by the ubove notice is entitled to uppoint
another person us his proxy to uttend und vote insteud of him. A proxy nheed not be u member of the
Compuny.

(i In order to be vdlid, the proxy form together with the power of uttorney or other authority, if uny, under which
it is siyned or u noturiully certified copy of such power or authority, must be deposited ut the Compauny’s
branch shure reyistrar und transfer office in Hony Kony, Tenyis Limited ut Ground Floor, Bunk of Eust Asiu
Hurbour View Centre, 56 Gloucestor Roud, Wunchui, Hony Kony, not less thun 48 hours before the time
appointed for the meeting or uny udjourned meetiny.

(iii) Delivery of un instrument uppointing u proxy should not preclude u member from uttendiny und votinyg in
person ut the meeting und in such event, the instrument uppointing u proxy shull be deemed to be revoked.
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