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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 desighed to uccommodute compunies to which a high investment
risk may be attached. In particulur, companies may list on GEM with neither a track record of profitubility
nor uny obligution to forecust future profitaubility. Furthermore, there may be risks arising out of the
emerginy nuture of compunies listed on GEM und the business sectors or countries in which the compunies
operute. Prospective investors should be uwure of the potentidl risks of investing in such compunies und
should muke the decision to invest only ufter due und cureful considerution. The greuter risk profile und
other chuaructeristics of GEM mean that it is a market more suited o professional und other sophisticated

investors.

Given the emerying hature of compunies listed on GEM, there is u risk that securities fraded on GEM muay
be more susceptible to high muarket voldatility than securities fraded on the Muin Bouard of the Stock

Exchunge and no assurance is given that there will be d liquid market in the securities fraded on GEM.

The principul means of information dissemination on GEM is publication on the internet website operated
by the Stock Exchunge. Listed compunies ure not generdlly required to issue puid anhouncements in
yuzetted newspupers. Accordingly, prospective investors should hote that they heed to have uccess to

the GEM website in order to obtdin up-to-dute information on GEM-listed compdanies.
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Chdirman’s Statement 3

On behulf of the board of directors (the "Bourd”), we hereby present the Annuul Report of IA International
Holdings Limited (the “Compuny”) und its subsidiaries (fogyether, the "Group”) for the year ended 31st
March, 2005 to our shureholders.

Market Overview

The Group is principully enguged in the research, development und provision of information-on-demand
("IOD") system solufions and the provision of reluted products and services. An IOD system solution
enubles internet users to obtdin and process information via the internet.

Due to the slower thun expected development progress of the Group’s IOD system, whilst the sules of
infernet yuppliunces und reluted products decreused substuntially during the yedr owiny to intense
competition in the electronic business und some yuulity problems, the Group recorded losses in the yeur
under review. The Group’s turnover umounted to approximately HKS$38.9 million, u decreuse of
upproximutely 59.9% from the previous corresponding yeur. Losses uttributable to shareholders were
approximately HK$23.1 million us compured with a profit of upproximately HK$1.5 million in the previous
corresponding yeur,

The Group completed the development of the IOD system for e-educution segment, but murket response
wus less than desiruble. The Group’s involvement in the e-Tux platform development in Shenzhen dlso
enhcountered problems dfter the change of management in the Shenzhen Tax Buredau. Quality problems
were encountered in some infernet appliances developed by the Group. As d result of these, the Board
reviewed the Group’s position und will take conservative and cautious steps to seek more viuble business
opportunities and to improve the yudlity of the Group’s products. The Group will undergo some business
restructuring und diversify its products mix to dim to seek more stuble revenue sources. Cost und quulity
conftrols ure ulso areus that the Group will commit itself fo.

Financial Overview

The Group recorded u decline of approximutely 59.9% in its turnover for the year ended 31st March, 2005
to upproximutely HK$38.9 million compured to the previous correspondiny yeur, The Group’s turnover
comprises turnover from the internet uppliunces und related products und income from the development
of e-commerce platform und related services. Turnover from the internet appliunces and related products
segment recorded a decreuse of dupproximately 57.8% in the current year compured to the previous
correspondiny yedr owinyg to infense competition und sules discounts. Income from the development of
e-commerce platform und related services recorded a decreuse of approximately 79.0% in the current
yeur compured to the previous corresponding yeur. This was due to the decreuse in services fee from the
development of various infernet platforms in the People’s Republic of China ("PRC").

The Group recorded a gross loss in the current year owing to yudlity problems in some products developed,
us J result, sules discounts were ygiven. The Group ulso recorded u generul decreuse in selling prices due
fo infense competition. Gross profit murgin of upproximately 10.2% wus recorded in the previous
corresponding yeur,
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4 Chuirmun’s Stutement

Net loss from ordinury uctivities uttributuble to shareholders for the year ended 31st Murch, 2005 amounted
to upproximately HK$23.1 million (2004: net profit of upproximately HK$1.5 million). Losses during the year
were muinly uttributed to decreuse in sules und yross profit, provision for impuirment loss of investments,
loss on disposuls of fixed ussets und provision for bud and doubtful debfs.

Prospects and Appreciation

The Group is cautiously optimistic ubout the prospects of the Group for the cominyg yeur owiny to the
expected upwurd trends in interest rates in the United Stutes und the PRC, und the intense competition
in the electronics business. Going forward, the Group will look for other opportunities to diversify its
revenue buse, explore new markets und develop hew products. The Group will ulso continue fo explore
investment opportunities so us to optimize its shureholders’ interests.

Finally, on behulf of the Bourd, | would like to tuke this opportunity to express my yratitude to dll members
of the Bourd und staff for their dedication und contribution fo the Group and to those who huve
supported us. We will continue to muke our best efforts in developing our businesses to produce gyood

ecohomic results and better return for our shareholders.

Li Ting
Chuirman

Hony Kony, 10th June, 2005

- IA International Holdings Limited



Management Discussion und Analysis 5

Business Review

General

The Group is principully engyuged in the reseurch, development und provision of information-on-demand
("IOD") system solufions and the provision of reluted products and services. An IOD system solution

enubles infernet users to obtuin und process informaution viu the internet.

Due to the slower thun expected development progress of the Group’s IOD system, whilst the sales of
internet uppliances und reluted products decreused substantially during the yedr owinyg to intense
competition in the electronic business und some quulity problems, the Group recorded losses in the yeur

under review.

The Group completed the development of the IOD system for e-educution segyment, but murket response
wdus less than desiruble. The Group'’s involvement in the e-Tux plutform development in Shehzhen dlso
encountered problems dfter the change of manugement in the Shenzhen Tax Buredu. Quuality problems
were encountered in some internet uppliunces developed by the Group. As u result of these, the Bourd
reviewed the Group’s position und will fuke conservutive und cuutious steps to seek more viuble business
opportunities and to improve the yudlity of the Group’s products. The Group will undergo some business
restructuring and diversify its products mix to uim fo seek more stuble revenue sources. Cost und yuulity

controls ure ulso ureus thut the Group will commit itself to.

Financial Review

Results

The Group recorded u decline of upproximutely 59.9% in its turnover for the yeur ended 31st Murch, 2005
to approximately HKS$38.9 million compured to the previous corresponding year. The Group’s turnover
comprises tfurnover from the internet uppliunces und reluted products und income from the development
of e-commerce platform und related services. Turnover from the internet appliunces and related products
segment recorded u decreuse of approximately 57.8% in the current year compured to the previous
correspondiny yedr owiny to intense competition und sules discounts. Income from the development of
e-commerce platform und related services recorded u decreuse of upproximately 79.0% in the current
yeur compured to the previous corresponding yeur. This wus due to the decreuse in services fee from the
development of various internet platforms in the PRC.

The Group recorded a gross loss in the current year owing to yudlity problems in some products developed,
us a result, sales discounts were given. The Group dlso recorded a generdl decreuse in selling prices due
to infense competition. Gross profit murgin of upproximutely 10.2% wdus recorded in the previous

correspondinyg yeur,
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6 Munugement Discussion und Andalysis

Net loss from ordinary activities attributable to shareholders for the year ended 31st March, 2005 umounted
to upproximutely HKS$23.1 million (2004: net profit of upproximutely HKS1.5 million). Losses during the yeur
were muinly uttributed to decreuse in sules und yross profit, provision for impuirment loss of investments,
loss on disposuls of fixed ussets und provision for bud und doubtful debts.

Liquidity, financial resources and capital structure

As at 31st March, 2005, the Group hud totul ussets of approximately HKS$29.9 million (2004: approximutely
HK$54.4 million), including het cush und bunk balunces of upproximately HKS78,000 (2004: upproximautely
HK$9.3 million).

For the yeur ended 31st March, 2005, the Group finuhced its operutions muinly with its own workiny
cupital und wus grunted generdl bunking fucilities of HKS10 million (2004: HKS10 million). Approximately
HK$8.2 million wus utilised at the bulance sheet dute (2004: Nil). There wus no charge oh the Group's
ussets us ut 31st Murch, 2004 und 2005.

As ut 31st March, 2005, the geuring ratio (defined us the ratio between total bank borrowings und fotal
ussets) wus 0.27 (2004: Zero). The Group hud bunk borrowings of upproximately HK$8.2 million us at 31st
Muarch, 2005 (2004: Nil). The Group had nho borrowings stuted at fixed interest rates at the bulunce sheet
dute (2004: Nil).

Most of the transactions of the Group ure denominuted in US Dollars, Hong Konhy Dollars und Renminbi.
As the exchange rate of US Dollars and the Renminbi to Hong Konyg Dollars are fairly stable, the Bourd is
of the view that the exposure to foreigh currency exchunge risk is limited. Hence, no hedying or other
urrungements to reduce the currency risk huve been implemented.

Segment information
The revenue of the Group comprises the sules of internet uppliunces und reluted products und services
fee from the provision of the development of e-commerce plutforms und reluted services.

Revenue from the sules of internet uppliunces und related products decreused by upproximately 57.8%
fo approximately HK$36.9 million and that from the provision of the development of e-commerce plutform
und reluted services decreused to upproximately HK$2.0 million, u decreuse of upproximutely 79.0%
compured to the previous correspondiny yeur.

As to the geogruphicul segments, dll sules of the Group were gyeneruted in the PRC murket during the
yeur ended 31st Murch, 2004 und 2005.

Please ulso refer to note 4 to the fihancial statements in this unnual report for detuils of segment
informuation.

- IA International Holdings Limited



Management Discussion und Analysis 7

New products and services
The Group continued to develop hew products to increuse its products range and strengthen itfs
competitive position during the yeur.

The Group ulso continued to receive services fee from the development of internet platforms for
governmentul agencies in the PRC during the yeur, in some cuses, working hand in hund with a business
purtner in the PRC and will continue to promote the development of internet platforms tfo other
yovernmental ugencies in the PRC.

Significant investments

As ut 31st Murch, 2005, other than the investment in the listed securities of u compuny listed in Hony
Kohy detdiled in note 15 to the financiul stutements in this unnuul report, the Group did not have uny
other significant investments. A provision of approximately HK$8.2 million hus been made for the impuirment

in vulue during the yeur.

Material acquisitions or disposals of subsidiaries and affiliated companies
Other thun the investments us described in hote 16 to the finuncial stutements in this unnuul report, there
were ho muteridl ucyuisitions or disposuls of subsidiuries und uffiliuted compaunies during the yeur,

Future plans for material investments and expected source of funding
As at 31st March, 2005, the Group did not huve uny plun for muteriul investment or ucquisition of
material cupital assets. However, the Group is constantly looking for opportunities for investments or

cupital ussets to enhunce shareholders’ value.
Contingent liabilities
The Compuny hud provided guarantees for the bank facilities granted to g wholly-owned subsidiary.

Approximately HKS8.1 million wus utilised us ut 31st March, 2005 (2004: Nil).

The Group hud ho other muterial contingent liubilities (2004: Nil).

Annual Report 2004-2005 -



8 Munugement Discussion und Anualysis

Employees and remuneration policies

As at 31st March, 2005, the Group had 32 (2004: 42) employees including directors. Total staff costs
(excluding directors’ emoluments) amounted to approximutely HK$2.5 million for the yeur ended 31st
March, 2005 (2004: upproximutely HK$3.8 million). Remuneration is determined with reference to market
terms und the performunce, yuulificution und experience of individuul employee. Yeur-end bonus bused
oh individudl performunce will be puid to employees us recoynition of und reward for their contributions.
Other benefits include contributions to stututory mundutory provident fund scheme to its employees in
Honhy Konhg und buasic insurance for the elderly, basic medical insurance, work injury insurance und
unemployment insurance to its employees in the PRC. To dute, no shure options have been grunted to
employees.

- IA International Holdings Limited



Directors and Senhior Munhagement 9

Executive Directors

Li Ting, uyged 39, wus uppointed us the chuirman of the Group oh 1st Juhe, 2004. He is ulso unh executive
director of the Compuny since June 2003. Mr. Li is responsible for business development in the PRC. Prior
to joining the Group, Mr. Li worked for u private techhology company ds a general munager in the PRC.
He gruduuted with u buchelor degree in economics in 1989 from Nanjing University in the PRC. He wus
uppointed us un independent non-executive director on 3rd March, 2003 unhd wus re-desighuted us un
executive director with effect from Tst June, 2003.

Zhang Fulin, aged 38, wus uppointed us the deputy chuirman of the Group on 1st Juhe, 2004. He is dlso
the Chief Executive Officer und Chief Technical Officer of the Group. He was uppointed as u director in
June 2001. Mr. Zhuny is responsible for the design, reseurch und development functions of the Group. He
holds a deyree in the desigh of telecommunication eqyuipment from the South Eust University, the PRC.
Prior to joininy the Group in May 2000, Mr. Zhany worked us the gyenerul munuyer und heud of system
desigh and programming in a system design und engineering compuny in the PRC. Mr. Zhaunyg has over
ten yedrs of experience in the system desiygn, enygineering und softwdre programming.

Independent Non-Executive Directors

Leunyg Wdi Ling, Wylie, uged 38, holds u buchelor degree in business administration from the City University
of New York in the US. She is currently un uccounting und udministration manager for un internationul
tfrading und maunufucturing compuny in Hohy Kong. Ms. Leunyg hus more than ten yeurs of experience in
uccounting, uudit und finunce. She wus uppointed us the Compuny’s independent nhon-executive director
in Juhe 2001.

Gui Gun, uged 38, holds u muster deyree of business administration in internutional management from
Americun Gruduute School of Internationul Munuygement. He hus held various manugeridl positions in
compunies in the PRC and the US. He is currently a deputy genheral munager of an import/export company
in the PRC. He wus uppointed us the Compuny’s independent nhon-executive director on 16th September,
2003.

Guo Weh Honhy, uged 36, holds u bachelor degree in Chinese history from Wuhan University in July 1989
und completed u course in business munagement in November 1997. She worked in vurious depurtments
of u duty free compuny in Shehzhen during the period from April 1991 to September 2003 includiny
personnel, truining, und merchundise munugement depurtment. She then worked in the udvertisement
depurtment of u newspuper publication company in Shenzhen since September 2003. She is ulso un
independent hon-executive director und audit committee member of Vuso Digital Internationul Holdinys
Limited since August 2004. She was auppointed as the Compuany’s independent non-executive director in
September 2004.

Annual Report 2004-2005 -



10 Directors und Senior Management

Senior Management

Chiu Ting Sun, uged 51, is un ex-director of the Compuny und co-founder of the Group. He resigned us
un executive director of the Compuny effective from 31st December, 2003 so thut he could ullocute
more time to his other private investments. He is how responsible for overseeiny the production functions
of the Group. Mr. Chiu holds a master of business administration degree from the University of Hull, United
Kingdom. Mr. Chiu hus over twenty yeurs experience in production und munugement. Before foundiny
the Group, Mr. Chiu wus u director und generul munuger of un electronic munufucturing compuny in
Hony Kony.

Chehyg Kwohy Chuhy, uged 40, is un ex-director of the Compuny und co-founder of the Group. He
resighed us un executive director of the Compuny effective from 1st June, 2004 due to heulth reuson. He
is now responsible for the reseurch, development and marketing of the 10D system solutions. Mr. Cheny
holds u buchelor of enygineering degree in electronics enyineerinyg from the Honhy Kony Polytechnic
University in Hohy Kony. Mr. Chenhy hus over ten yeurs experience in sules und marketing und over five
yeurs in software progrumming. Before foundiny the Group, Mr. Chenyg worked us u generul munhuger for
un electronic truding compuany in Hong Konhy.

Lui Mui Ching, aged 42, is the quulified accountant and compuny secretury of the Group. Ms. Lui is
responsible for the finunciul munuygement und uccounting functions of the Group. She is u member of
the Honyg Kony Institute of Certified Public Accountunts and the CPA Australia. Ms. Lui has more thun
twenty yeurs experience in uccounting und secreturidl fields und prior to joining the Group in Januury
2004, she worked us un accountunt in a private tfrading company in Hong Kony.

Fenyg Jian (& #), aged 31, is the project maunuger in the PRC. He is responsible for the research und
development functions. He holds u buchelor degree in electronics und information science (st & # K& f&
A from Xiun Petroleum institute (7% A M & ER) in the PRC. Prior to joining the Group in Februury 2002, he
wus responsible for system unalysis, design und development for u softwuare technoloygyy compuny in the

PRC. He hus over six yeurs experience in system andalysis, design und development,

Leuny Kwok Shing, Norman, uged 33, is the project munuger of the Group in Hony Kony. He is responsible
for the reseurch und development functions of the Group in Hony Kony. He holds u bachelor of computer
science deyree from the Monush University in Australia und has more than ten yeurs experience in
reseurch and development. Prior to joining the Group in December 2002, he worked us u technicul
maunager in u soffwure system compuny responsible for product development and customisution.

- IA International Holdings Limited



Report of the Directors 11

The directors herein present their unnuul report und the uudited finunciul stutements of IA Internutional
Holdings Limited (the “Compuny”) und its subsidiaries (foyether, the "Group”) for the year ended 31st
Murch, 2005.

PRINCIPAL ACTIVITIES
The principual uctivity of the Compuny is investment holding. Detdils of the principul activities of the
subsidiuries ure set out in hote 16 to the finunciul stutements, There have been no chunges in the nature

of the Group’s principul uctivities during the yeur.

SEGMENT INFORMATION
An unulysis of the Group’s turnover und contribution to results by principul uctivity und yeoyruphicul

ureu of operutions for the year ended 31st March, 2005 is set out in hote 4 o the finuncial statements.

RESULTS AND DIVIDENDS
The Group’s loss for the year ended 31st March, 2005 and the state of affairs of the Compauny and the
Group at that date ure set out in the financial stutements on puyges 20 to 48.

The directors do hot recommend any dividends during the yeuar.
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12 Report of the Directors

SUMMARY FINANCIAL INFORMATION

The followinyg is a summary of the published results of the Group for each of the five years ended 31st
Muarch, 2005 und of the ussets, liubilities und minority interests of the Group us ut 31st March, 2005, 2004,
2003, 2002 und 2001 prepured on the busis set out in the note below.

Consolidated results
Year ended 31st March,
2005 2004 2003 2002 2001
HK$°000 HK$"000 HK$"000 HK$"000 HK$ 000

Turnover 38,864 96,804 104,385 49,330 37,136
(Loss)/Profit before taxation (25,110) 2,752 5,062 4,694 6,835
Tuxution 1,841 (1,221) @71 (817) (1,166)
(Loss)/Profit before minority interests (23,269) 1,531 4,091 3.877 5,669
Minority interests 126 1 72 (198) -

Net (loss)/profit from ordinury uctivities
uttributuble to shureholders (23,143) 1,632 4,163 3,679 5,669

Consolidated assets, liabilities and minority interests
As at 31st March,
2005 2004 2003 2002 2001
HK$°000 HKS$000 HK$’000 HK$’000 HKS$’000

Totul ussets 29,935 54,432 59,293 45,666 17.743
Totdl liubilities (11,118) (11,065) (18.,697) (9.161) (8,167)
Minority interests (1,999 (2,125) (2,126) (2.198) -

16,818 41,242 38,470 34,307 9.576

Note: The summury of the combined results of the Group for the year ended 31st March, 2001 wus extracted from
the prospectus of the Compuny dated 24th October, 2001. Such summury was prepared as if the current
Group structure hud been in existence throughout the financial year. The results of the Group for the years

ended 31st Murch, 2004 und 2005 ure those set out onh puye 20 of the finunciul stutements.

- IA International Holdings Limited



Report of the Directors 13

FIXED ASSETS
Detuils of movements in the fixed assets of the Group during the yeur ure set out in hote 14 to the

finunciul stutements.

SHARE CAPITAL
Detuils of movements in the Compuny’s issued share cupital ure set out in hote 20 to the finuncial

statements,

PRE-EMPTIVE RIGHTS
There dre no provisions for pre-emptive rights under the Compuny’s bye-laws or the laws of Bermuduy,

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

PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES OF THE COMPANY
Neither the Compuny, nor any of its subsidiaries purchased, redeemed or sold uny of the Compuany’s

listed securities during the year.

RESERVES
Detuils of movements in the reserves of the Compuny und the Group during the year are set out in the

statement of chunyges in equity on puye 23 of und in hote 21 fo the finuncial statements.

DISTRIBUTABLE RESERVES

As ut 31st March, 2005, the Compuny’s reserves avuiluble for cush distribution und/or distribution in
specie umounted to HK$12,561,000 (2004: HK$12,611,000), us computed in uccordunce with the Compunies
Act 1981 of Bermudda. In addition, the Compuny’s share premium dccount with a bulance of HK$5,902,000
us ut 31st March, 2005 (2004: HK$5,902,000) may be distributed in the form of fully puid bonus shares.

MAJOR CUSTOMERS AND SUPPLIERS

During the yedar, sules to the Group’s five largest customers accounted for 84% (2004: 90%) of the totdl
sules for the yeur und sules to the largest customer included therein umounted to 24% (2004: 24%).
Purchuses from the Group’s five largest suppliers accounted for 99% (2004: 98%) of the total purchauses for
the year and purchuses from the Group’s largest supplier included therein uccounted for 75% (2004: 44%)

of the totul purchuses for the yeur,

As far as the directors are uwdare, neither the directors of the Compuny, any of their associutes nor any
shureholders (which, to the best knowledye of the directors, own more than 5% of the Compuny’s issued

share cupital) had any beneficidl interests in the Group's five largest customers and suppliers during the year.
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14 Report of the Directors

DIRECTORS

The directors of the Compuny during the year and up to the dute of this report were:

Executive directors:
Li Ting (Chuirman)
Zhuny Fulin (Deputy chairman)

Independent non-executive directors:

Leunyg Wui Liny, Wylie

Gui Gun

Guo Wen Hony (uppointed on 30th September, 2004)

In auccordunce with Bye-law 87 of the Compuny’s bye-luaws, Zhang Fulin will retire by rotution at the
forthcoming unnuul yeneral meeting und, beiny eligible, offer himself for re-election.

In accordunce with Bye-law 86(2) of the Compuny’s bye-luw, Guo Wen Hong will hold office only untfil
the forthcoming annhuul general meeting of the Company and, beiny eligible, offer herself for re-election.

The Compuny confirmed that it hus received from euch of its independent non-executive directors un
unnuul confirmation of his/her independence pursuunt to Rule 5.09 of the Rules Governing the Listing of
Securities on GEM of the Stock Exchunyge (the "GEM Listing Rules”) and it still considered them to be
independent us at the date of this report.

DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES
Bioyruphicul detuils of the directors of the Compuny and the senior munagement of the Group ure set
out on puyes 9 to 10 of the Compuny’s unnudl report.

DIRECTORS’ SERVICE CONTRACTS

Li Ting und Zhuny Fulin entered into directors’ service contracts with the Compuany, for un initial term of
fwo yeurs commencing from Tst June, 2004, which will continue thereufter until terminated by either
purty giving not less than three months’ hotice in writing to the other party.

Apurt from the foregoiny, no director proposed for re-election at the forthcoming unnuul generul meeting
has a service contract with the Compuny which is hot determinable by the Compuny within one year
without puyment of compensution, other than statutory compensution.

DIRECTORS’ INTERESTS IN CONTRACTS

No director had u significant beneficial interest, either direct or indirect, in any contract of sighificunce
to the business of the Group to which the Compuny, its holding compuny or uny of its subsidiaries waus u
purty during the year.

- IA International Holdings Limited



Report of the Directors 15

DIRECTORS’ INTERESTS IN SHARES

As ut 31st March, 2005, hone of the directors nor the chief executive of the Company had any interests or
short positions in uny shures, underlying shares or debentures of the Compuny or uny of its ussociuted
corporution (within the medaning of Purt XV of the Securities and Futures Ordinunce (Cup. 571, Laws of
Hong Kony) ("SFO") which were required to be nhotified to the Compauny und the Stock Exchange pursuant
to Divisions 7 und 8 of Part XV of the SFO (including interests or short positions which they were taken or
deemed to huve under such provisions of the SFO), or which were required to be recorded in the reyister
kept by the Compuny under Section 352 of the SFO, or otherwise notified to the Compuny und the Stock
Exchunge pursuunt to Rules 5.46 to 5.67 of the GEM Listing Rules.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Apurt from us disclosed under the heudiny “Directors’ interests in shaures” ubove, ut no time since
incorporution of the Company were rights fo ucquire 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 yeurs of uge, or were uny such rights exercised by them; or wus the Compuny,
its holding compuny or uny of its subsidiaries u purty to any arraungement to enable the director, their

respective spouse or children under 18 years of uge to ucquire such rights in uny other body corporute,

SUBSTANTIAL SHAREHOLDERS

As ut 31st March, 2005, the interests und short positions of persons, other thun u director or chief executive
of the Compuany, in the shares and underlying shares of the Compuny which would fdll to be disclosed to
the Compuny under the provisions of Divisions 2 and 3 of Purt XV of the SFO or, who is, directly or
indirectly, interested 10% or more of the hominul value of any class of share capital carrying rights to
vote in dll circumstances ut general meetings of any other members of the Group, or substantial
shareholders as recorded in the register required to be kept by the Company under Section 336 of the

SFO were us follows:

Approximate percentage or
attributable percentage
of the shareholding

Name Number of shares held in the Company

Intfernet Appliunces (Holdinys)
Limited (Note) 225,000,000 75.00%
Globul Plus Ltd. (Note) 225,000,000 75.00%
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Note: These shures ure reyistered in the name of Intfernet Appliances (Holdinys) Limited. The issued shure cupital of
Infernet Appliunces (Holdings) Limited is beneficiully owned by Globul Plus Ltd., Teum Concept Limited, Perfect
Chunce Limited und IT Motion Corp. in the proportion of approximately 35%, 25%, 25% und 15% respectively.

Save us disclosed ubove, us ut 31st Murch, 2005, the directors or chief executive of the Compuny were
not awdare of uny other person (other than the directors or chief executive of the Company) who had an
interest or short position in the shures or underlying shares of the Compuny which would full to be
disclosed to the Compuny under the provisions of Division 2 und 3 of Purt XV of the SFO or, who is directly
or indirectly, interested in 10% or more of the nominal value of uny cluss of share cupitul carrying rights to
vote in dll circumstaunces at generdal meetings of any other members of the Group, or uny other substuntial
shureholders whose interests or short positions were recorded in the reyister required to be kept by the

Compuny under Section 336 of the SFO.

SHARE OPTION SCHEME

The Compuny operates u shure option scheme (the "Scheme”) for the purpose of recoynising significant
contributions of the employees of the Group to the yrowth of the Group, by rewarding them with
opportunities to obtuin un ownership interest in the Compuny und to further motivate and ygive un

incentive to these persons to continue to contribute to the Group’s lony ferm success und prosperity.

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

remuin in force for 10 yeurs from thut dute.

The maximum humber of unexercised share options currently permitted to be granted under the Scheme
is un umount eyuivalent, upon their exercise, to 10% of the shures of the Compuny in issue at any time.
The muximum number of shares issuuble under share options to euch eligible purticipunt in the Scheme
within any 12-month period up to the date of grant, is limited to 1% of the shares of the Compuny in issue
ut thut dute of grant. Any further grant of share options in excess of this limit is subject to shareholders’

upprovul in u generul meeting.

The offer of a grunt of share options muy be accepted in writing within 21 days from the date of the
offer, upoh puyment of u hominal consideration of HK$1 in totul by the grantee. Any share option may
be exercised in uccordunce with the terms of the Scheme ut any time during u period to be nhotified by
the bourd of directors to an eligible purticipunt but may not be exercised ufter the expiry of 10 years

from the dute of grunt of the share option.
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The exercise price of the shure options is determinable by the bourd of directors, but may not be less
than the highest of (i) the closiny price of the Compuny’s shures us stuted in the Stock Exchunge’s duily
yuotutions sheet on the date of offer of the option, which must be u business day, (i) the average of the
closiny prices of the Compuny’s shares us stated in the Stock Exchunge’s duily quotutions sheets for the
five business duys immediutely preceding the dute of offer of the option, or (iii)) the nominul value of the

Compuny’s shares on the date of offer.

At the bulunce sheet dute, no share optiohs had been granted under the Scheme.

CORPORATE GOVERNANCE
The Compuny hus complied with the board’s pructices und procedures us set out in Rules 5.34 1o 5.45 of
the GEM Listing Rules of the Stock Exchunyge during the year.

The board’s pructices und procedures set out in Rules 5.35 to 5.45 of the GEM Listing Rules of the Stock
Exchanyge were replaced by the Code on Corporute Governunce Practices (the "CCGP”) us set out in
Appendix 15 of GEM Listing Rules of the Stock Exchanye which hus become effective for uccounting
periods commencing on or ufter Tst Junuary, 2005. Appropriate actions ure beiny tuken by the Compuny
for complying with the CCGP.

AUDIT COMMITTEE

The Compuny set up un uudit committee (the "Committee”) on 18th October, 2001, with written terms of
reference in compliunce with the GEM Listing Rules, for the purpose of reviewing und providing supervision
over the financiul reporting process und internul control of the Group. The Committee currently comprises
the three independent hoh-executive directors of the Compuny, hamely, Ms. Leuny Wuai Ling, Wylie, Mr.
Gui Gun und Ms. Guo Wen Honyg (uppointed with effect from 30th September, 2004). During the yeur, the
audit committee held four meetings to review and supervise the financial reporting process, and to
provide udvice und recommendutions to the bourd of directors. The finunciul statements of the Group
for the yeur ended 31st March, 2005 have been reviewed by the Committee, who is of the opinion that
such statements comply with the upplicuble uccounting stundurds, the Stock Exchunye und leyul

requirements, and that adeyuute disclosures have been mude.
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AUDITORS

The finuncial statements have been audited by Buker Tilly Hong Kong Limited who will retire und being
eligible, offer themselves for re-uppointment ut the forthcoming unnuul generul meeting of the Compuny.

ON BEHALF OF THE BOARD

Li Ting
Chuirman

Hony Kony
10th Junhe, 2005

- IA International Holdings Limited
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AUDITORS’ REPORT TO THE MEMBERS OF
IA INTERNATIONAL HOLDINGS LIMITED
(Incorporated in Bermudda with limited liability)

We have uudited the finunciul statements on puyes 20 to 48 which have been prepured in uccordunce
with uccounting principles yenerdlly accepted in Hony Kony.

Respective responsibilities of directors and auditors

The Honyg Kong Compunies Ordinunce requires the directors to prepure financial statements which give
u true and fuir view. In prepuring finuncial statements which give u true and fuir view it is fundamental
that uppropriate accounting policies are selected und applied consistently.

It is our responsibility fo form un independent opinion, bused on our audit, on those stutements und to
report our opinion solely to you, us u body, und for no other purpose. We do not ussume responsibility
towards or uccept liubility to uny other person for the contents of this report.

Basis of opinion

We conducted our audit in uccordunce with Stutements of Auditing Stunduards issued by the Hony Konyg
Institute of Certified Public Accountants. An audit includes examination, on u test busis, of evidence
relevant to the umounts und disclosures in the financial statements. It ulso includes un ussessment of the
sighificunt estimates und judgements mude by the directors in the preparation of the financial stautements,
und of whether the accounting policies ure appropriute to the Compuny’s and the Group’s circumstunces,
consistently applied und udequutely disclosed.

We plunned und performed our uudit so us to obtuin ull the informution und explunations which we
considered necessury in order to provide us with sufficient evidence to ygive reusonuble ussurunce us to
whether the finunciul stutements ure free from material misstatement. In forming our opinion we ulso
evuluuted the overull udequucy of the presentution of informuation in the finunciul stutements. We believe
that our audit provides u reasonable busis for our opinion.

Opinion

In our opinion the finunciul stutements give u frue und fuir view of the state of the affuirs of the Compuny
und of the Group as ut 31st March, 2005 und of the Group’s loss und cush flows for the year then ended
und huve been properly prepured in uccordunce with the disclosure reyuirements of the Hony Kony
Compunies Ordinunce.

BAKER TILLY HONG KONG LIMITED
Certified Public Accountants
Hony Kony, 10th June, 2005

Chan Cheuk Chi
Practising Certificute number PO1137
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20 Consoliduted Income Statement

For the yeur ended 31st Murch, 2005

2005 2004
Notes HK$’000 HK$ 000
TURNOVER ) 38,864 96,804
Cost of sules (42,035) (86,938)
Gross (loss)/profit 3,171) 9,866
Other revenue 6 250 937
Distribution costs (626) (976)
Administrative expenses (4,033) (3,953)
Provision for bad and doubtful debts 7 (3,093) (56)
Other operuting expenses (2,085) (3,044)
(LOSS)/PROFIT FROM OPERATING ACTIVITIES 7 (12,758) 2,774
Loss on disposals of fixed dssets 14 3,910) -
Provision for impuirment loss of other investments 15 (8,223) =
Finance costs 8 (219) (22)
(LOSS)/PROFIT BEFORE TAXATION (25,110) 2,752
Taxation 10 1,841 (1,221)
(LOSS)/PROFIT BEFORE MINORITY INTERESTS (23,269) 1,531
Minority interests 126 1
NET (LOSS)/PROFIT FROM ORDINARY ACTIVITIES
ATTRIBUTABLE TO SHAREHOLDERS 11 (23,143) 1,532
DIVIDENDS 12 - -
(LOSS)/EARNINGS PER SHARE 13
- Busic (cent) (7.71) 0.51
- Diluted (cent) N/A N/A

The accompunying hotes form an integral part of these financial statements.
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As at 31st March, 2005

2005 2004
Notes HK$’000 HK$000
NON-CURRENT ASSETS
Fixed ussets 14 8,022 9,199
Other investments 15 1,377 10,800
Deferred tux ussets, net 22 1,646 -
11,045 19,999
CURRENT ASSETS
Accounts receivuble 17 12,175 23,268
Prepayments, deposits and other receivables 5,626 1,909
Tux refunduble 927 -
Cush und bunk bulunces 162 9,256
18,890 34,433
CURRENT LIABILITIES
Accounts payuble 18 541 4,969
Bills payauble 19 8,084 -
Accrued expenses und other puyubles 1,331 4,051
Taxes puyable 1,078 2,045
Bunk overdrufts — unsecured 84 -
11,118 11,065
NET CURRENT ASSETS 7,772 23,368
TOTAL ASSETS LESS CURRENT LIABILITIES 18,817 43,367
MINORITY INTERESTS (1,999) (2,125)
16,818 41,242
CAPITAL AND RESERVES
Issued cupitul 20 15,000 15,000
Reserves 21 1,818 26,242
16,818 41,242

Li Ting Zhang Fulin
Director Director

The accompunying hotes form an integral part of these financial statements.
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As at 31st March, 2005

2005 2004
Notes HK$°000 HKS$’000
NON-CURRENT ASSETS
Investments in subsidiaries 16 13,172 13,172
CURRENT ASSETS
Amounts due from subsidiaries 16 20,381 20,360
Cush aund bunk balunces 5 o)
20,386 20,366
CURRENT LIABILITIES
Accrued expenses und other puyubles 95 25
NET CURRENT ASSETS 20,291 20,341
NET ASSETS 33,463 39,918
CAPITAL AND RESERVES
Issued cupitul 20 15,000 15,000
Reserves 21 18,463 18,513
33,463 33,918

Li Ting

Director

Zhang Fulin

Director

The accompunying hotes form un integral part of these financiul statements.
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For the yeur ended 31st March, 2005

Group
Retained profit/
Share Share  Contributed Exchange Capital (Accumulated
capital premium surplus reserve reserve loss) Total
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000 HK$’000 HK$'000
Bulunce ut 1st April, 2003 15,000 5,902 6,015 149 - 11,404 38,470
Arising on consolidation
of u subsidiary compuny = = = 40 = = 40
Neyutive goodwill - - - - 1,200 - 1,200
Net profit for the year - - - - - 1,632 1,632
Balance atf 31st March, 2004 15,000 5,902 6,015 189 1,200 12,936 41,242
Arising on consolidation
of u subsidiary compuny - - - @n - - @8n
Neyutive goodwill fransfer
to other investments (Note 15) - - - - (1,200) - (1,200)
Net loss for the year - - - - - (23,143) (23,143)
Bulunce ut 31st Murch, 2005 15,000 5902 6,015 108 - (10,207 16,818
Company
Share Share Contributed Accumulated
capital premium surplus loss Total
HK$’000 HK$000 HK$’000 HK$000 HK$000
Bulunce ut 1st April, 2003 15,000 5,902 12,947 (480) 33,369
Net profit for the year = = = 144 144
Balance at 31st March, 2004 15,000 5,902 12,947 (336) 33,013
Net loss for the year - - - (50) (50)
Bulunce ut 31st March, 2005 15,000 5,902 12,947 (386) 33,463

The accompunying hotes form an integral part of these financial statements.
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For the yeur ended 31st Murch, 2005

2005 2004
HK$’000 HK$ 000
(Loss)/Profit before taxation (25,110) 2,752
Adjustments for:
Depreciation 1,180 538
Loss on disposals of fixed assets 3,910 =
Provision for impuirment loss on other investments 8,223 =
Provision for bud und doubtful debts 3,093 56
Interest expenses 219 22
Interest income (5) (209)
Operating cuash flows before movements in working capital (8,490) 3,159
Decreuse/(Increuse) in accounts receivuble 8,000 (5.,094)
(Increuse)/Decreuse in prepuyments, deposits und
other receivubles @3,717) 2,672
Increuse/(Decreuse) in uccounts puyuble and bills puyable 3,656 (7.998)
Decreuse in uccrued expenses und other puaydubles (2,720) (818)
Cush used in operating activities @3,271) (8.079)
Interest puid (219) 22)
Hong Kohy profits tax paid (1,699 (1,632)
NET CASH OUTFLOW FROM OPERATING ACTIVITIES (5,189) (9.733)
INVESTING ACTIVITIES
Interest received 5 209
Decreuse in time deposits - 25,709
Sules proceeds from disposuls of fixed ussets 3,909 =
Purchuses of fixed ussets (7,828) (8.013)
Purchuse of u subsidiary compuny - (6,000)
NET CASH (OUTFLOW)/INFLOW FROM INVESTING ACTIVITIES 3,914) 11,905
NET (DECREASE)/INCREASE IN CASH AND CASH EQUIVALENTS (9,103) 2,172
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 9,256 7.044
CHANGES IN FOREIGN EXCHANGE RATES (75) 40
CASH AND CASH EQUIVALENTS AT END OF YEAR 78 9,256
ANALYSIS OF BALANCES OF CASH AND CASH EQUIVALENTS
Cush und bunk bulances 162 9,256
Bank overdrufts (84) =
78 9,256

The accompunying hotes form an integral part of these financial statements.

- IA International Holdings Limited



Notes to Finaunciul Stutements 25

31st March, 2005

CORPORATION INFORMATION

The Company wdas incorporated in Bermuda onh 7th Junhe, 2001 us anh exempted compuny with
limited liability under the Companies Act 1981 of Bermudu. The shares of the Compuny were listed
oh the Group Enterprise Market ("GEM”) on 1st November, 2001. Detuils of the group reorganisation
ure set out in the Compuny’s prospectus duted 24th October, 2001.

The principal activity of the Compuany is investment holding. During the year, the Group wus
principually involved in the provision of research, development und information-on-demand (*1OD”)

system solutions und the provision of reluted products und services.

In the opinion of the directors, as ut 31st Murch, 2005, the ultimute holding compuny of the
Compuny wus Internet Appliances (Holdings) Limited (“lA Holdings”) which is incorporated in the
British Virgin Islands.

BASIS OF PRESENTATION

The financial stutements have been prepured in uccordunce with accounting principles yenerally
uccepted in Hony Kony und comply with accounting standurds issued by the Hong Kony Institute
of Certified Public Accountunts ("HKICPA™). They have been prepured uhder the historical cost

conhvention.

The HKICPA has issued u humber of hew and revised Hong Kong Financial Reporting Standards and
Honhy Kohyg Accounting Standards (*new HKFRSs”) which are effective for accounting periods
beyginning on or ufter 1st Januuary, 2005. The Group has hot edrly udopted these new HKFRSs in the
financial statements for the year ended 31st March, 2005. The Group hus ulreaudy commenced un
ussessment of the impact of these hew HKFRSs but is hot yet in a position to state whether these

new HKFRSs would have d signhificant impact on its results of operdations and financial position.

Annual Report 2004-2005 -



26 Notes to Finunciul Stutements

31st Murch, 2005

3.

PRINCIPAL ACCOUNTING POLICIES

The principul uccounting policies udopted in the prepuration of these uccounts are set out below:

(@)

(b)

Consolidation

The consoliduted financidl statements include the financial statements of the Company and
its subsidiuries mude up to 31st Murch. Subsidiuries ure those entities in which the Compuny,
directly or indirectly, contfrols more thun one hulf of the voting power; hus the power to
goverh the finuncial und operuting policies; to uppoint or remove the members of the

board of directors; or to cust majority of votes at the meeting of the board of directors.

The results of subsidiaries acquired or disposed of during the yeur dre included in the
consolidated profit und loss uccount from the effective date of acqyuisition or up to the

effective dute of disposul, us uppropriute.

All sighificant inter-compuny transactions und bulances within the Group dre eliminated on

cohsolidution.

The guin or loss on the disposal of u subsidiary represents the difference between the proceeds
of the sdle and the Group’s share of its net ussets together with any unamortised goodwill or
goodwill taken fo reserves and which wdus not previously charged or recoynhised in the

conhsoliduted income stutement.

Minority interests represent the interests of outside shareholders in the operating results and

net ussets of subsidiuries.

In the Compuany’s balance sheet, the investments in subsidiaries are stated at cost less
provision for impuirment losses. The results of subsidiuries ure accounted for by the Compuny

oh the busis of dividends received und receivuble.

Related parties

Parties are considered to be related if one party has the ability, directly or indirectly, to
confrol the other party or exercise sighificant influence over the other party in making financial
und operuting decisions. Parties are ulso considered to be related if they are subject to
common control or common significunt influence. Reluted parties may be individuals or

corporute entities.
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Notes to Finunciul Stutements 27

31st March, 2005

PRINCIPAL ACCOUNTING POLICIES (Continued)

©)

(d)

Negative goodwill
Neyutive goodwill represents the excess of the fuir vulue of the Group’s shure of the net

ussets ucyuired over the cost of ucquisition.

Negyutive goodwill is fransferred to the cost of ucquisition when there are indicutions where
there is a shortfull of the fair value of the Group's shure of the net ussets ucyuired over the

cost of ucyuisition.

On disposuls of investments in subsidiury compunies, the attributuble umount of heyutive
yoodwill previously credited to the reserve uccounts is included in the determination of the

profit or loss on disposals of the subsidiary companies and other investments.

Fixed assets

Fixed ussets are stated at cost less accumulated depreciation and any provisions for
impuirment losses required to reflect recoverable umounts. Cost represents the purchuse
price und uny directly uattributable costs of bringing the usset to its working condition for its
infended use. Subseyuent expenditure is capitalised when it is probauble that future economic
benefits, in excess of the originully ussessed stundard of performunce of the existing usset,
will flow to the enterprise. All other subsequent expenditure, such ds repairs und maintenance

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

Depreciution is culculated to write off the cost of fixed ussets over their estimated useful

lives, on u straight-line busis, ut the followinyg unnuul rates:—

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

The guin or loss arising from the retirement or disposuls of fixed ussets, representing the
difference between the estimuted het disposul proceeds und the carrying umount of the

usset, is recoyhised in the income statement.
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31st Murch, 2005

3.

PRINCIPAL ACCOUNTING POLICIES (Continued)

(e)

)

(9

(h)

Research and development costs

All reseurch costs ure churged to the income stutement us incurred.

Expenditure incurred on projects to develop hew products is cupitulised und deferred only
when the projects are clearly defined; the expenditure is sepurately identifiable and can be
meusured reliubly; there is reusonuble certuinty that the projects ure technicully feusible;
und the products have commercial value. Product development expenditure which does

not meet these criteriu is expensed when incurred.

Deferred development costs are amortised using the straight-line busis over the commerciul
lives of the underlying products of hot exceediny five yedrs, commencing from the dute

when the products ure put into commerciul production.

Other investments

Investment securities intended to be held for identified long-term purpose or strateygic reuson
dare included in the balance sheet under non-current assets and dre carried at cost less
provision. The currying uamounts of individudl investments are reviewed ut euch bulance
sheet dute to ussess whether the fuir values have declined below the carrying amounts.
When a decline other than temporary has occurred, the carrying amount of such investment
will be reduced to its fair value. The impairment loss is recognised us unh expense in the
income statement and is writfen back to income statement when the circumstances und
events that led to the write-down edse to exist und there is persuusive evidence that the

new circumstances und events will persist for the foreseeuble future.

Operating leases
Leuses where substantiually dll the risks und rewuards of ownership of dssets remuin with the
lessor ure uccounted for us operuting leuses. Rentuls puyuble under the operuting leuses

ure churygyed to the income statement on the struight-line busis over the leuse terms.

Cash and cash equivalents

Cush und cush equivalents represent short term highly liquid investments which are reudily
conhvertible into known umounts of cush und which were within three months of maturity
when acquired, less advances from banks repayuble within three months from the date of

the advunce.
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31st March, 2005

PRINCIPAL ACCOUNTING POLICIES (Continued)

(M

()

Taxation

The charge for taxation is based oh the results for the year as adjusted for items, which are
noh-ussessuble or disullowdble. Deferred taxation is provided in full, using the liability method,
onh temporury differences drising between the tux buses of ussets und liabilities und their
carrying amounts in the accounts. Taxation rates enacted or substantively endacted by the

bulunce sheet dute is used to determine deferred tuxation.

Deferred tux ussets dre recoyhised to the extent thut it is probuble that future taxable profit

will be avdilable agdinst which the temporary differences caun be utilised.

Deferred tux ussets is provided on temporary differences arising on investments in subsidiary
compunies, except where the timing of the reversul of the temporary difference cun be
controlled und it is probuble that the temporary difference will hot reverse in the foreseeuble

future.

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

und when the revenue cun be meusured reliubly, on the followiny buses:

0] Revenue from the sales of goods is recoyhised when the significunt risks und rewards
of ownership have been transferred to the buyer, provided that the Group muaintdins
neither munugyeridl involvement to the deygree usudlly ussociated with ownership, hor

effective control over the yoods sold und

(ii) Revenue from the sales of e-commerce platform systems is recoyghised when the

customer uccepts the installution 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) Inferest income is recoghised on u time proportion busis, taking into account the

principul outstunding und the effective interest rate upplicuble.
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31st Murch, 2005

3.

PRINCIPAL ACCOUNTING POLICIES (Continued)

(k)

()

(m)

Dividends

Dividends proposed by the directors ure clussified us u sepurate dllocution of retuined
eurnings within capital und reserves in the balunce sheet, until they have been upproved
by the shareholders in u generul meeting. When these dividends have been dpproved by

the shareholders and declared, they dre recoghised as u liability.

Translation of foreign currencies

Transactions in foreigh currency during the year are frunslated at exchunyge rates ruling at
the fransuction dutes. Monetary assets and liubilities denominated in foreign currencies are
franslated ut the rates of exchunyge ruling ut the bulunce sheet dute, Guins or losses drisiny

oh exchunye ure deudlt with in the income statement.

On consolidution, the ussets und liubilities of the Group’s overseus subsididuries ure translated
info Hony Kony dollars ut exchunhye rate prevuiling on the balance sheet dute. Income und
expense items are tfranslated into Hony Konyg dollars at the average exchunge rate during

the year. Exchange 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 estublished customers, where the terms dre extended to not more than 180
days, dare recoyhised und curried at originul invoiced uamount less un dllowunce for any
unhcollectible amounts. An estimute for doubtful debts is made when collection of the full

umount is ho lohyer probuble. Bud debts aure written off us incurred.
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31st March, 2005

PRINCIPAL ACCOUNTING POLICIES (Continued)

(n)

(o)

(P)

Pension scheme

The Group, other thun the subsidiary company in the People’s Republic of China ("PRC")
operutes u defined contribution Mundatory Provident Funhd retirement benefits scheme (the
"MPF Scheme”) under the Mundatory Provident Fund Schemes Ordinunce, for dll of its
employees in Hony Kony. Contributions ure mude bused on u percentuye of the employees’
busic suluries and dre churged to the income stutement us they become puyuble in
accordunce with the rules of the MPF Scheme. The assets of MPF Scheme dre held separately
from those of the Group in un 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 confributions, which will be refunded to the Group when
the employee leuves employment prior to the contributions vesting fully in accordance with

the rules of the MPF Scheme.

The PRC subsidiury compuny’s contributions to a local municipal government retirement
scheme in the PRC dre expensed us incurred while the locul municipal government in the
PRC undertukes to ussume the retirement benefit obligations of dll existing and future retirees
of the yudlified stuff in the PRC.

Provisions

Provisions ure recoyhised when the Group hus u present legul or constructive obligution us
u result of past events, it is probuble that an outflow of resources will be required to settle
the obligution, and a reliuble estimate of the umount cun be mude. Where the Group
expects u provision to be reimbursed, the reimbursement is recoyghised us u sepurute usset

but only when the reimbursement is virtually certuin.

Impairment of assets

An ussessment is mude at euch bulunce sheet date of whether there is uny indicution of
impuirment of any asset, or whether there is any indication an impuirment loss previously
recoyhised for un usset in prior yeurs may no longer be reyuired. An usset’s recoverubility

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

An impuirment loss is recoyghised only if the carrying umount of an usset exceeds its
recoveruble umount. An impdirment loss is charged to the income statement in the period

in which it urises.
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3. PRINCIPAL ACCOUNTING POLICIES (Continued)
(p) Impairment of assets (Continued)
A previously recoygnised impairment loss is reversed only if there has been u chanyge in the
estimutes used to determine recoveruble umount of un usset, however hot to un umount
higher thun the currying umount thut would have been determined (het of depreciation)
had no impuirment loss been recoyghised for the usset in prior yeurs. A reversul of un

impuirment loss is credited to the income stutement in the period in which it urises.

() Contingent liabilities and contingent assets
A contingent liability is a possible obligation that arises from past events und whose existence
will only be confirmed by the occurrence or honh-occurrence of one or more uncertdin
future events hot wholly within the control of the Group. It cun dlso be a present obligation
arising from pust event that is hot recoyhised becuuse it is hot probuble that outflow of

ecohomic resources will be required or the umount of obligution cunnot be medasured reliably.

A contingent liability is hot recognised but is disclosed in the notes to the financial statements.
When a chanye in the probubility of un outflow occurs so that outflow is probuble, they will

then be recoynised us u provision.

A confingent usset is a possible asset that drises from past events und whose existence will
be confirmed only by the occurrence or hoh-occurrence of one or more uncertain events

not wholly within the control of the Group.
Contfingent ussets ure hot recoyhised but are disclosed in the notes to the financial statements

when dn inflow of economic benefits is probuble. When inflow is virtuully certuin, an usset is

recoyghised.
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SEGMENT INFORMATION
Seyment information is presented by way of two segment formats: (i) on g primary segment reporting
busis, by business segment; and (ii) oh g secondury segment reporting basis, by geoygraphicudl

seyment,

The Group’s operuting businesses ure structured und munuyed sepurutely, uccording to the nuture
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 are subject to
risks und returns that are different from those of other business segments. Summury detdils of the

business seyments ure us follows:

(u)  the Internet uppliunce products seyment provides Internet dppliunces und reluted products;
and

(b) the e-commerce platform segment provides un e-murketpluce for content providers and

their users with fedatures such us security enhancements und related services.

In determining the Group’s geographical segments, revenues are attributed fo the segments bused
on the locution of the customers und aussets are uttributed to the segments bused on the locution

of ussefs.
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4. SEGMENT INFORMATION (Continued)
(a) Business segments
The followiny tables present revenue, results aund certain assets, liabilities and expenditure
information for the Group’s business segments.

Internet appliances E-commerce
and related products  platform and related services Consolidated
2005 2004 2005 2004 2005 2004
HK$°000 HK$"000 HK$’000 HK$'000 HK$°000 HK$'000

TURNOVER 36,872 87,311 1,992 9,493 38,864 96,804
RESULTS
Segment results (5,513) 6,503 (280) 917 (5,793) 7420
Other revenue 5 209
Distribution costs (626) (976)
Administrative und other operating

expenses (3,251) (3.823)
Provision for bud and doubtful debts (3,093) (56)
(Loss)/Profit from operating uctivities (12,758) 2,774
Loss on disposuls of fixed ussets (3,910) -
Provision for impairment loss

oh other investments (8,223) -
Finunce costs (219) (22)
(Loss)/Profit before tuxution (25,110) 2,152
Tuxution 1,841 (1,221)
(Loss)/Profit before minority interests (23,269) 1,531
Minority interests 126 ]
Net (loss)/profit from ordinary

uctivities uttributuble to shureholders (23,143) 1,532
BALANCE SHEET
ASSETS
Seyment ussets 20,230 32,174 963 343 21,193 32,517
Unullocuted ussets 8,742 21,915
Totdl ussets 29,935 54,432
LIABILITIES
Seygment liabilities 8,731 4,822 334 147 9,065 4,969
Unullocuted lidbilities 2,053 6,096
Total liabilities 11,118 11,065
Other segment information:

Depreciution 782 130 - - 782 130

Depreciation - unullocuted 398 408

Cupital expenditure 7,819 7,819 - - 7,819 7,819

Cuapital expenditure - unallocuted 9 194
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SEGMENT INFORMATION (Continued)

(b) Geographical segments

No geoyraphical undalysis is presented for the yeurs ended 31st March, 2004 and 2005 us

substantidlly all the Group’s turnover und contribution to results were derived from the PRC

(including Hony Kony).

TURNOVER

Turnover represents the net invoiced vulue of goods sold, after allowances for returhs und frade

discounts where upplicuble and services rendered. All sighificant intra-group fransactions have

been eliminated on consolidution.

Group
2005 2004
HK$°000 HK$000
Trading of interhet uppliances und related products 42,488 87,311
E-commence plutform und related services 1,992 9,493
Less: Sules discounts (5,616) -
38,864 96,804

OTHER REVENUE

Group
2005 2004
HK$°000 HKS$000
Interest income 5 209
Setup fee for computer networks und others 245 728
250 937
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7.  (LOSS)/PROFIT FROM OPERATING ACTIVITIES

The Group’s (loss)/profit from operauting activities is arrived at ufter crediting and charyging the

followiny:
2005 2004
HK$’000 HKS$’000

Crediting:
Interest income 5 209
Exchange guin 81 =

Charging:
Auditors’ remunerution 240 270
Provision for bud und doubtful debts 3,093 56
Cost of inventories sold 42,035 86,938
Directors’ remuneration 332 359
Depreciution of fixed ussets 1,180 538
Exchange losses - 139
Operuting leuses in respect of luhd und buildings 505 603
Resedarch und development costs 2,085 2,894
Pension scheme confributions 127 132
Staff costs (excluding directors’ remuneration) 2,421 3,650

Duriny the yeur, one of the customers wus in finuncial difficulties und is how beiny liquiduted. As
the bulance due from this customer amounting to HK$3,038,000 is not likely to be recoveruble, the

bulance was provided in full amount.

Reseurch und development costs include HKS1,720,000 (2004: HK$2,520,000) relating to staff costs
und pension scheme contributions, which dre dlso included in the respective totul amounts disclosed
sepurutely ubove for euch of these types of expenses. Reseurch und development costs ure

included as “Other operuating expenses” in the income statement.
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FINANCE COSTS

Group
2005 2004
HK$°000 HK$°000
Inferest on bunk overdrafts and bills wholly repayable
within five years 219 22

DIRECTORS’ REMUNERATION AND SENIOR EXECUTIVES
(u)  Detdils of directors’ remuneration disclosed pursuunt to the Rules Governing the Listing of

Securities on GEM und Section 161 of the Hong Kohg Compunies Ordinance, are ds follows:

Group
2005 2004
HK$°000 HKS’000
Fees:
Executive directors - -
Independent non-executive directors 132 180
132 180
Other emoluments of executive directors:
Busic suluries, housing benefits,
other dllowunces und benefits in kind 200 179
Pension scheme conftributions - -
200 179

Three independent honh-executive directors of the Group received individual emoluments of
upproximately HKS120,000 (2004: HK$120,000), HKSNIl (2004: HKSNIl), HK$12,000 (uppointed
oh 30th September, 2004) (2004: HKSNil) during the year ended 31st March, 2005 respectively.
The independent non-executive director of the Group who hus resigned on Tst October
2004 received HKS60,000 during the year ended 31st March, 2005.
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9.

DIRECTORS’ REMUNERATION AND SENIOR EXECUTIVES (Continued)

(C))

(b)

(Continued)

Emoluments of executive directors ure us follows:

2005 2004

HK$°000 HKS$ 000

Executive director A, resighed - 179
Executive director B 100 -
Executive director C 100 -

The emoluments of the Directors of the Company fell within the following bands:

Number of directors

2005

2004

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

There was ho arrahgement uhder which d director wuived or aygreed to wuaive uny

remuneration during the year (2004: Nil).

The five highest paid employees during the year included no (2004: Nil) director, details of

whose remunerution ure set out ubove. Detuils of the remunerution of the five (2004: five)

highest paid employees are set out as follows:

2005 2004

HK$’000 HK$’000

Sdlaries, ullowunces und benefits in kind 1,307 1,455
Pension scheme contributions 60 60
1,367 1,818
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DIRECTORS’ REMUNERATION AND SENIOR EXECUTIVES (Continued)

(b)  (Continued)
The emoluments of euch of the ubove five employees fall within the HKSNil — HK$ 1,000,000
band.

During the yedr, ho emoluments were puid by the Group tfo any of the directors or the
highest puid employees aus an inducement to joinh or upoh joining the Group, or us

compensution for loss of office (2004: Nil).

There wus ho urrungement under which any of the five highest puid employees wuived or

agreed to wuaive uny remuneration during the year (2004: Nil).

TAXATION

No provision for taxation has been made (2004: 17.5%) as the Compuny hus an estimated loss for
Hony Kony profits tux purposes in the current year. Tuxes on profits ussessuble elsewhere huve
been culculauted ut the rates of tux prevuiling in the countries in which the Group operutes, bused

oh existing leyislation, interpretation and practices in respect thereof.

The umount of tfuxution in the consoliduted income stutement represents:

2005 2004
HK$’000 HK$ 000
Current tax — provision for Hong Kony profifs fax
Current year - 470
Over provision in prior years (350) (369)
Under provision in prior yeurs 155 1,120
(195) 1,221
Deferred tax
Temporary differences (Nofe 22) (1,646) -
(1,841) 1,221
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10.

11.

12.

TAXATION (Continued)

The provision for the year cun be reconciled from taxation based on the consolidated income

stutement us follows:

2005 2004
HK$’000 HKS$’000
(Loss)/Profit before tuxution (25,110) 2,752
Tuxation (credit)/churge ut the domestic tux rate
of 17.5% (2004: 17.5%) (4,394) 482
Effect of different tux rutes of u subsidiary compuny operating
in the PRC 32 -
Tax effect on hon-deductible expenses 2,479 23
Tux effect of hon-tuxuble revenue - (26)
Tax effect on uccelerated depreciation allowdnce 11 )
Tax effect on unused tux losses hot recoynised 1,872 -
Recoynition of deferred tux ussets (1,646) -
Over provision in prior years (350) (369)
Under provision in prior years 155 1,120
Tax (credit)/charye for the year (1,841) 1,221

Detuils of movement of the Group’s deferred tux ussets ure set out in note 22 to the finunciul

statements.

NET (LOSS)/PROFIT FROM ORDINARY ACTIVITIES ATTRIBUTABLE TO
SHAREHOLDERS

Net loss from ordinary activities attributable to shareholders for the year ended 31st March, 2005
dedult with in the financial statements of the Compuany was HK$50,000 (2004: Net profit of HKS144,000).

DIVIDENDS
No dividends have been puid or declared by the Compuny during the year (2004: Nil).
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(LOSS)/EARNINGS PER SHARE
The cdlculation of basic (loss)/edrnings per share is bused onh the net loss from ordinary activities
attributuble to shareholders for the year of HK$23,143,000 (2004: net profit of HK$1,532,000) und on
the weighted uverage humber of 300,000,000 (2004: 300,000,000) ordinury shures of the Compuny.

Diluted (loss)/eurninys per shure is hot presented us there are no diluting events during the year.

FIXED ASSETS

Group
Furniture  Computer
Leasehold and and office Motor  Plant and
improvements fixtures equipment vehicles machinery Total
HK$’000 HK$'000 HK$’000 HK$*000 HK$000 HK$*000
Cost
At Tst April, 2004 928 183 1,433 526 7,819 10,889
Exchunyge franslution differences @) @) 4) 2) - (8)
Additions - - 9 - 7,819 7,828
Disposuls - - - - (7.819) (7.819)
At 31st Murch, 2005 927 182 1,438 524 7819 10,890
Accumuluted depreciution
Af 1st April, 2004 716 102 634 108 130 1,690
Exchunge franslation differences B - (3) ) = (2)
Charge for the year 49 34 268 47 782 1,180
At 31st March, 2005 768 136 899 153 912 2,868
Net book vulue
At 31st Murch, 2005 159 46 539 371 6,907 8,022
At 31st Murch, 2004 212 81 799 418 7,689 9,199
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14. FIXED ASSETS (Continued)

During the yeuar, plant and machinery of HK$7,819,000 wus acyuired from a third party. Due to the
over-estimution of the production volume, this plant and machinery wus idle. In order to euse the

working cupital, this wus sold at a consideration of HK$3,909,000. Accordingly, u loss of HK$3,910,000

wus incurred und this has been charged to the income statement during the yeuar,

15. OTHER INVESTMENTS

Other investments represent un investment, ut cost, in u compuny listed in Hony Kony.

Group
2004
HK$°000 HK$ 000
Listed equity securities, ut cost 10,800
Transfer from cupital reserve uccount =
Provision for impuirment loss -
10,800
Market value 11,5620

Provision for impuirment loss during the yedar amounting to HK$8,223,000 is determined bused oh

the market value of the shares listed on GEM as at 31st March, 2005.

Detdils of other investments held by the Group us af 31st March, 2005, are us follows:

Place of Percentage Nature of
Name incorporation Class of shares holding business
MP Logyistics Infernational Cayman Islands Ordinary 3% Provision of

Holdings Limited

- IA International Holdings Limited
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INVESTMENTS IN SUBSIDIARIES AND AMOUNTS DUE FROM SUBSIDIARIES

Company
2005 2004
HK$°000 HKS$’000
Unlisted shares, ut cost 13,172 13,172
Amounts due from subsidiaries 20,381 20,360
33,553 33,632

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

Detdils of subsidiary compunies are us follows:

Place of
incorporation/

registration and

Nominal value

of ordinary share/

Percentage of
attributable
equity interest

Name operations registered capital Direct  Indirect Principal activities

Smart Time Development British Virgin US$800,000 100 = Investment holding
Limited Islands Ordinary

Internet Appliances Hong Kony HK$1,000,000 = 100 Trading of internet
(Hony Kony) Limited Ordinary uppliunces

Shencui (Hong Kong) British Virgin US$10,000 = 100 Dormunt
Holdihg Limited Islands Ordinary

Innotech Development British Virgin US$1,000 = 100 Holding of fixed
Limited Islunds Ordinary ussets

Global Form Limited British Virgin US$50,000 = 100 Investment holdiny

Islands Ordinary
RIBEREEZERAA PRC HK$20,000,000 - 90 Provision of IOD

system solutions
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16. INVESTMENTS IN SUBSIDIARIES AND AMOUNTS DUE FROM SUBSIDIARIES

(Continued)
Place of Percentage of
incorporation/ Nominal value attributable
registration and of ordinary share/ equity interest
Name operations registered capital Direct  Indirect Principal activities
|A Enterprise Limited Honyg Kony HK$1,000,000 = 100 Trading of internet
Ordinary dppliances
Sunny Sky Investments British Virgin USS$1 Ordinary - 100 Investment holding
Munugement Limited [slands

17. ACCOUNTS RECEIVABLE

The uging unulysis of the Group’s uccounts receivuble ut the bulunce sheet dute, bused on the

dute of yoods delivered, is us follows:

Group
2005 2004
HK$°000 HKS$ 000
Within 30 days 3,430 5,745
31-60 duys 2,421 6,194
Over 61 days 6,324 11,329
12,175 23,268
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ACCOUNTS PAYABLE

The uyging unalysis of the Group’s uccounts puyuble ut the bulunce sheet dute, bused on the

dute of yoods received, is us follows:

Group
2005 2004
HK$’000 HK$ 000
Within 30 duys 405 4,867
31-60 duys - =
Over 61 duys 136 102
541 4,969

BANK BORROWINGS

At 31st March, 2005, the Group hus general bunking facilities availuble of HK$10,000,000 (2004:
HK$10,000,000). The facilities provided to the subsidiary of the Compuny were guuranteed by the
Compuny,

SHARE CAPITAL

(a) Shares

2005 2004
HK$°000 HK$’000
Authorised:
2,000,000,000 ordinury shares of HK$0.05 euch 100,000 100,000
Issued und fully puid:
300,000,000 ordinary shares of HKS0.05 euch 15,000 15,000

There huve been ho movements in share cupital during the yeurs ended 31st Murch, 2004
and 31st March, 2005.
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20.

21.

22.

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

set out under the heuding “Shure option scheme” in the Report of the Directors.

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

options had been granted under the Scheme.

RESERVES

The movements of reserves of the Group und Compuny dre set out under the stutement of chanhyes

in eyuity.

The confributed surplus of the Group darose as a result of the group reorganisation for the listing of
the Compuny’s shures on GEM und represents the difference between the hominal value of the
ayyreyuate shure capital of the subsidiaries aucquired under the group reorganisation, over the

nominul value of Compuny’s shares in exchunge therefor.

The contributed surplus of the Compuny urose us u result of the sume yroup reorgunisution und
represents the excess of the then combined net ussets of the subsididries ucyuired, over the

nominul value of the Compuny’s shares issued in exchanyge therefor.

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

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

DEFERRED TAX ASSETS

The Compuny had no significant unrecognised deferred tuxation at the balance sheet dute.

At the bulance sheet dute, the Group hud recoynised deferred tuxution ussets us follows:

(u) deferred tux ussets of HKS1,683,000 (2004: unrecoynised deferred ussets of HK$9,000) were

recoyhised on tux losses in the current year; and

(b)  deferred tux liubilities umounting to HK$37,000 (2004: unrecogynised deferred tux liabilities of
HK$26,000) were provided on temporary differences arising from daccelerated depreciation

difference.
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DEFERRED TAX ASSETS (Continued)

The Group’s unrecoynised deferred tux ussets us ut 31st March, 2004 is us follows:

Group
2004
HK$ 000

Taxation effect of temporary differences arising as a result of:
Tax losses availuble to set off aguinst future ussessuble profits 9

Excess of depreciution charged in the financiul statements

over depreciution ullowunce cluimed for tux purposes (26)
an

The Group’s unrecoyhised deferred tux credit for the year ended 31st Murch, 2004 is us follows:

Group
2004
HK$ 000
Tuxution effect of timiny differences urising us u result of:

Tax losses arising 2

Excess of depreciution ullowunce cluimed for tux purposes
over depreciution charged in the financial statements an
(15)

Annual Report 2004-2005 -



48 Notes to Finunciul Stutements

31st Murch, 2005

23.

24.

25.

26.

OPERATING LEASE ARRANGEMENTS

During the yeur, the Group leused certuin of its office properties under operating leuse arrangements

which dre heyotiuted for tferms ranyging 12 months fo 24 months.

At 31st Muarch, 2005, the Group hud ftotul future minimum leuse puyments under hon-cuncelluble

operdting leuses fulling due us follows:

Group
2005 2004
HK$’000 HK$ 000
Within one year 84 213
In the second to fifth yeurs, inclusive - =
84 213

COMMITMENTS

Save for the operuting leuse commitments detuiled ih hote 23 ubove, ut the bulance sheet dute,

neither the Group, hor the Compuny had significant commitments.

CONTINGENT LIABILITIES

Company
2005 2004
HK$°000 HK$ 000
Guurantee provided to a subsidiary compuny for its
utilised banking facilities at the bulunce sheet dute 8,084 -

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were dpproved and authorised for issue by the Bourd of Directors on 10th
June, 2005.
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