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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 d high investment
risk may be aftached. In particular, companies may list on GEM with neither 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 meun that it is o market more suited to professionul and other sophisticated

investors.

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

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

The principul meuns of information dissemination on GEM is publication on the internet website operuted
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 obtuin up-to-date information on GEM-listed companies.
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Chdirmun’s Statement 3

On behdlf of the bourd of directors (the "Bourd”), we hereby present the Ahnual Report of IA International
Holdings Limited (the “"Company”) and its subsidiaries (tfogether the “Group”) for the year ended 31st
March, 2004 to our shareholders.

Market Overview

The first hulf of the Group’s financidl yeur ended 31st Murch, 2004 hus indeed been challenging und
difficult for most of the compunies in Hohy Konhyg with the outbreuk of Severe Acute Respiratory Syndrome.
Fortunutely, in the second half of the Group’s financial yeur, the conditions in Hong Kony and worldwide
started to improve.

Financial Overview

The Group recorded a decline of upproximately 7.3% in its turnover for the year ended 31st March, 2004
fo upproximately HK$96.8 million compured to the previous corresponding yedr. The decreuse wds
uttributuble to the decreuse in vurious services und reluted fees from the development of Internet
platforms in the People’s Republic of China (the “PRC").

Net profit from ordinary activities attributable to shareholders for the yeuar ended 31st March, 2004
umounted to upproximately HKS1,532,000, representing u decreuse of upproximately 63.2% compared to
the previous correspondiny year. The decreuse wus muinly attributuble to the decreuse in turnover und
yross profit margin.,

Prospects and Appreciation

Mr. Chiu Ting Sun (“Mr. Chiu”) resighed us the chuirmun of the Group und executive director of the
Compuny in December, 2003 und Mr. Chenhy Kwony Chunyg ("Mr. Cheng”) resighed us the deputy chairmuan
of the Group and executive director of the Company in the beginning of this month, both of whom are
the founders of the Group. Mr. Chiu and Mr. Cheng are still holding 18.75% dnd 26.25% respectively of the
issued shure cupital of the Compuny through their investment holding compuanies. Mr. Chiu resighed so
that he could dllocute more time to his other private investments and Mr. Cheng resigned due to heulth
reuson. | was dppointed us the chairman of the Group with effect from 1st Juhe, 2004. | like to tuke this
opportunity to thunk the Bourd for their trusts in me und | will use my best efforts to munuye the business
of the Group und hopefully, lead the Group to u new era.

For the coming financial year, the Bourd muaintains u positive business view. We expect the recent pick
up in Europe und the United States ("US”) will benefit our customers and our products. However, recent
meusures to cool the economy by the Government of the PRC will, we believe, slow the growth of the
PRC economy, hehce may uffect our PRC market. Nevertheless, we believe that the meusures will result
in u soft lundiny.

Finally, 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 and confribution fo the Group and fo those who have
supported us. We will continue to muke our best efforts in developing our businesses to produce gyood
econhomic results and better return for our shareholders.

Li Ting
Chuairman

Hony Kony, 15th Junhe, 2004
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4 Munhagement Discussion und Analysis

Business Review

General

The Group is principully engaged in the research, development and provision of information-on-demand
("IOD") system solufions and the provision of related products and services. An IOD system solution
enables internet users to obfuin and process information via the internet. The Group, bused on the
developed e-commerce plutform, is finulizing on the specific feutures for the turyeted e-educution
segment und is ulso improving its cupubility to supply internet appliunces und strengtheniny its research

und development cupubilities.

During the year under review, the Group ussisted the Guungzhou Government in the PRC in the
development of an e-Tax platform, working hand in hand with a business parther in the PRC and service
fee of upproximutely HK$2 million wus received. The Group is ulso in the final stage of launching the
Group’s IOD system solution for an educdation institute in Hohyg Kony. The Group is confident that with the
successful luunch of the Group’s IOD system solufion, more contracts will be secured. The Group dlso
contfinued to brouden its customer buse und diversify its products und services to stuy competitive und

to seek further growth opportunities.

Financial Review

Results

The Group recorded a decline of upproximately 7.3% in its turnover for the year ended 31st March, 2004
tfo upproximuately HK$96.8 million compured to the previous corresponding yedr. The decreuse wds
uttributuble to the decreuse in vurious services und reluted fees from the development of internet
platforms in the PRC. The gross profit marygin decreused to approximately 10.2% from dpproximuately
13.8% in the previous corresponding yeur. The decreuse in ygross profit margin wus atfributable to the

decreuse in uveruge selling prices due to infense competition.

Net profit from ordinary activities attributauble to shareholders for the year ended 31st March, 2004
umounted to upproximately HKS1,532,000, representing a decreuse of upproximately 63.2% compuared to
the previous correspondiny year. The decreuse wus muinly attributuble to the decreuse in turnover und
gross profit margin., Administrative expenses decreused by upproximately 28.6% to approximately HKS4
million during the yeur due to the decreuse in directors’ remunerution und stuff salaries in an effort to

reduce operating costs of the Group.

Liquidity, financial resources and capital structure
As at 31st March, 2004, the Group hud total ussets of upproximately HK$54.4 million (2003: HK$59.3
million), including cush und bunk balances of upproximutely HK$9.3 million (2003: HKS$34.8 million).

- IA International Holdings Limited



Management Discussion und Analysis 5

For the year ended 31st March, 2004, the Group finanhced its operations mainly with its owh working
cupital and was granted general banking facilities of HK$10 million (2003: HK$30 million). This was not
utilised at the bulance sheet date (2003: HK$12 million). There was ho charge on the Group’s ussets as at
31st Murch, 2004 und 2003.

As at 31st March, 2004, the gearing ratio (defined us the ratio between total bank borrowings und total
ussets) wus zero (2003: 0.03) us the Group hus ho bunk borrowings us at 31st March, 2004 (2003: HKS2
million). The Group had no borrowinygs stated at fixed interest rates at the balance sheet date (2003: Nil).

Most of the trunsuctions of the Group ure denominuted in US Dollurs, Honyg Kony Dollurs und Renminbi.
As the exchange rate of US Dollars and the Renminbi to Hong Konyg Dollars are fuirly stable, the Board is
of the view thut the exposure to foreign currency exchunye risk is limited. Hence, ho hedyiny or other

arrangements to reduce the currency risk have been implemented.

Segment information
The revenue of the Group comprises the sules of internet uppliances und reluted products und service

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

Revenue from the sules of internet uppliunces und reluted products increused by upproximately 2.5% to
approximately HK$87.3 million and that from the provision of the development of e-commerce plutform
aund reluted services decreused to approximately HK$9.5 million from approximately HK$19.2 million in the

previous corresponding year, u decreuse of approximately 50.5%.

As to the geographicul segments, all sales of the Group of approximately HK$96.8 million were generated
in the PRC market us compared to approximately HK$98.9 million, representing approximately 94.8% of
the fotal sules of the Group, in the previous year. No sales were mude to the US and other markets in the
yedr ended 31st March 2004, us compured to dpproximately HKS4.2 million and HKS$1.3 million in the

corresponding previous yeur,
Pleuse ulso refer to note 5 to the finunciual statements for detuils of segment informution.

New products and services
During the yeur, the Group continued to develop hew products fo increuse its products range and

strengthen its competitive position.

The Group ulso continued to receive services fee from the development of internet platforms for
governmental agencies in the PRC during the year, working hand in hand with a business parther in the
PRC und will continue fo promote the development of intfernet platforms to other governmentul agencies

in the PRC.
Annual Report 2004 -



6 Manugement Discussion aund Analysis

Significant investments
At 31st March, 2004, the signhificant investment held by the Group is detuiled in hote 16 fo the financial
statements (2003 Nil).

Material acquisitions or disposals of subsidiaries and dffiliated companies
Other than the investments as described in hote 17 to the financial statements, there were no materidl

acyuisitions or disposuls of subsidiaries and uffiliated compunies during the year.

Future plans for material investments and expected source of funding

Detuils for the Group’s plans for material investments or capital ussets und their expected source of
funding for the period up to 31st March, 2004 have been stated in the Compuany’s prospectus dated 24th
October, 2001 (the “Prospectus”) under the sections heuded “Statement of Business Objectives” and
“Reusons for the Plucing and Use of Proceeds” respectively. Other than those disclosed therein and in
puarticulur under sections heuded “Use of Proceeds from Issuance of New Shares” und “Compuarison of
Business Objectives with Actudl Business Progress” in this annual report, the Group has no other plans for

materidl investments or cupital ussets.

Contingent liabilities
The Compuny had provided guarantees for the bank facilities granted to u wholly-owned subsidiary
which was not utilised as at 31st March, 2004 (2003: HKS$12 million).

The Group hud ho other materiul contingent liabilities (2003: Nil).

Employees and remuneration policies

As at 31st March, 2004, the Group hud 42 (2003: 51) employees including directors. Total stuff costs
(excluding directors’ emoluments) umounted to upproximutely HK$3.8 million for the year ended 31st
March, 2004 (2003: HKS$3.1 million). Remuneration is determined with reference to murket terms und the
performunce, yudlificution und experience of individuul employee. Yeur-end bonus bused on individudl
performance will be puid to employees us recoghition of and rewurd for their contributions. Other
benefits include contributions to stututory mundutory provident fund scheme to its employees in Hony
Kony und busic insurunce for the elderly, busic medicul insurance, work injury insurunce und
unhemployment insurance to its employees in the PRC. To dute, ho share options have beeh granted to
employees.

- IA International Holdings Limited



Compurison of Business Objectives with Actudl Business Progress 7

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, 2003 to 31st March, 2004 (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, 2003 to 30th September, 2003 hus been disclosed in the interim report for the six

months ended 30th September, 2003.

Business Objectives as Stated in the
Prospectus

1. Resedurch und product development
Develop nhew models of Internet uppliunces

which incorporutes truditionul electronic

appliances with Internet reluted functions

- Portuble iDVDs.
Auto iDVDs.

Upyrude feutures of existing Internet

uppliunces products

- Multiple disc functions for iDVDs.

- Wireless enhancement pluy in module

wireless Lan for iDVDs.

Actual Progress

The Group hus developed the cost dowh version
of iDVD for the prototype of the IOD System solution
for educution upplicutions. However, owiny to
udditiondl specifications reyuired by the customer,
the roll out has been delayed to the second half of
the yeur. For the portuble iDVD und auto iDVD, the
Group is still in the process of reseurching and
developing the specifications. The Group expects
to complete the resedrch und development by the
end of the year 2004.

The Group hus completed the development of
specificutions for multiple disc functions for iDVDs.
However, bused on the feedbuck from customers,
the demund for such products is limited.

Accordingly, no further work is carried out.

The Group has postponed the development so ds
fo better dllocute its human resources und minimize
the operuting costs. The Bourd does hot expect
the postponement of the development to have any

impuct on the Group’s operutions.

Annual Report 2004 -



8 Compurison of Business Objectives with Actudl Business Progress

Business Objectives as Stated in the
Prospectus

- Connection with mobile phones.

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

platform

- Progrumming tfo link e-commerce
plutform (educution upplicution) 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.

Perform loculizution of the operution

lunguuyge uccording to the needs of the

targeted market

- Developing upplicutions in the

Jupunese lunguuye.

- IA International Holdings Limited

Actual Progress

The Group hus postponed the development of
upyruding such feduture us the cost of development

is high and not economicully vidable.

The Group has completed its inifial programming
work onh the interfuce between the e-commerce
plutform (educution upplicution) to Internet
uppliunces uand fridl run is beiny performed. Further
progrumming work is being curried out to meet the
customer’s udditionul specifications. Accordingly,
the completion hus been deluyed to the second

half of the yeur.

The Group is in the process of performing technical
unulysis for the interfuce between puyment und
security. Owing to udditional resources beiny
dllocuted to the educution upplicution, the analysis

is expected to be completed by the end of 2004.

To beftter ufilise the limited humun resources, the
Group conhcentrated ifs resources oh the
development of upplications using Chinese und
English lunguuyes for the PRC und Hohy Kohy
markets. The Group Mmuy reconsider developiny
applications in the Jupunese lahguage when the
demund arises und resources dure avuilable in the

future.




Compurison of Business Objectives with Actudl Business Progress 9

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.
- Music distributors.

Neyotiute und form ulliunce with loyistics
(e.y.
compunies) for expundiny service offerinyg of

service providers fransportation

the e-commerce plutform.

Neyotiate und form ulliunce with financial
institutions (e.yg. bunks) for expundiny service
offering of the e-commerce plutform.

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 Progress

The augreement on the dlliunce with lunguuyge
institutions has not been reached us the institutions
have reyuested the roll out of the 10D system
solution (which the Group expects to be the second
hulf of 2004) before neyotiuting further. Neyotiution
with movie aund music distributors have been
suspended owiny to the issue of royulties. Pleuse
refer to the interim report for the 6 months to 30th
September, 2003 for detdils.

In order to better ullocute human resources und
minimize operating costs, the Group postponed
forminy ulliunces with loyistics service providers.

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

forminy ulliunces with financial institutions.

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

The promotion und/or sules of set-top boxes, iDVDs
und auto DVDs dure continuing. Portuble iDVDs ure

under development,

Annual Report 2004 -



Business Objectives as Stated in the
Prospectus

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

products.

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

with business purtners.

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

- IA International Holdings Limited

10 Compurison of Business Objectives with Actual Business Progress

Actual Progress

The Group hus formed ulliunces with customers o
market and distribute the Group’s products to the

PRC and overseus murkets.

The Group contihued to promote the Group’s
products through joint marketing with business
parthers in the form of making presentations to and
meetfings with the Group’s existing and potential

customers.

The Group continued to infroduce its existing
products under the “IA” brandhume to its existing
customers through muking sales presentations and
seminars. No sules under "IA” brandnume were
mude during the Review Period us dll sules were
made under customers’ brandnumes. During the
Review Period, the Group did not hold
udvertisements und frude exhibitions to promote
the "IA” brandname as it wus not cost effective to
incur such costs due to limited response from
customers. The Group considers makiny
presentations und conducting seminars to introduce
the "IA” brandnume to be sufficient to test the
market.



Compurison of Business Objectives with Actudl Business Progress 1 1

Business Objectives as Stated in the
Prospectus

Launch und promote the services of the e-Tux
platform.

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

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

educutionydl institutions.

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

Actual Progress

The Group und its business purther are continuing
to promote the services of the e-Tux platform. The
Group hus dlso used its expertise to ussist the
development of e-Tux platform for other
governmentul ugencies in the PRC during the

Review Period.

The Group promoted the upplication of Internet
platform to governmentul agencies by holding
Mmeetings und presentutions und participating in the
development of e-Tux platform for other
governmentul ugencies in the PRC during the

Review Period.

The Group continued to promote the e-educdation
upplicution to content providers by holding
presentutions und meetings with content providers.

The luunch und promotion of the e-entertuinment
upplicution wus suspended owinyg to the issue of
royulties. Pleuse refer to the interim report for the 6
months to 30th September, 2003 for detuils.

Annual Report 2004 -



Business Objectives as Stated in the
Prospectus

4, Geoyruphicul expunsion
Negotiute with business purtners in relution
tfo operdation in the PRC and other overseus
maurkets.

Form jointly controlled 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 overseas markets such as the
US und the Middle East by forming jointly
controlled entities or joint muarketinyg/
distribution arrangements with distributors to
promote both Intfernet appliunces und
e-commerce plutform in the market.

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

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

Set up branch offices in major cities in the

PRC.

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

- IA International Holdings Limited
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Actual Progress

Negoftiations ure oh-going und ho plans have been
agreed with any business parthers in relation to the
Group’s operution in the PRC and other overseus
maurkets.

Negotiutions ure on-yoiny with potential parthers.
No jointly controlled entities or joint marketing/
distribution arrangements were formed us the
potentiul purtners are in the process of conducting
murket feusibility 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 needs urise.

As ut 31st March, 2004, the Group hus 21 stuff in
the reseurch und development department (31st
March, 2003 : 28). 17 und 4 ure bused in the PRC
und Hony Kony offices respectively.

As ut 31st March, 2004, the Group has 7 stuff in the
sales and muarketing department (31st March,
2003: 9). 4 und 3 ure bused in the PRC and Hony
Kony offices respectively.

In order to keep costs dowh, the Group is
considering huvinyg representutive offices or
distributors in the PRC instead of setting up branch
offices. The Group considers that this would not
have significunt impauct on the business operation.

To better dllocute its resources und minimize the
operuting costs, the Group hus suspended
expansion info these marketfs. The Group May
resume expunsion info these overseus markets when
the needs arise.



Use of Proceeds from Issuance of New Shares 13

The Compuny obtained net proceeds, ufter deducting related expenses, of upproximately HKS15 million
from the plucing of shares. The shares of the Compuny were listed on GEM on 1st November, 2001. The
usuyge of the net proceeds for the period from 1st April, 2003 to 30th September, 2003 wus disclosed in the
interim report for the six months ended 30th September, 2003.

During the period from 1st October, 2003 to 31st March, 2004, und from 18th October, 2001 (Lutest
Practicuble Dute, us defined in the Prospectus of the Compuny) to 31st March, 2004, the Group hus
upplied the net proceeds us follows:

1st October, 2003 to 18th October, 2001 to
31st March, 2004 31st March, 2004
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 hew eyuipment -

9.300 9,300

Expenditure in relation to murketing and
brand building activities, including
conducting seminars, direct marketing und
advertising tfo promote the Group’s overdll
imuye, services und products -

3,000 3,000

Expenditure in relation to the reseurch und
development of the technoloyy for
developinyg internet uppliunces und
other relevunt products 500 500 2,000 2,000

Genheral working capitadl - - 700 700

Totul 500 500 15,000 15,000

The net proceeds from the placing of shares onh the GEM of the Stock Exchange on 1st November, 2001 of
approximately HK$15 million have dll been upplied us at 31st March, 2004,

Annual Report 2004 -



14 Directors und Senior Muhugement

Executive Directors

Li Ting, aged 38, wus uppointed us the chuirman of the Group from 1st Juhe, 2004. He is dlso an
executive director of the Compuny since Juhe 2003. Mr. Li is responhsible for business development in the
PRC. Prior to joining the Group, Mr. Li worked for a private technology company as a geheral manager in
the PRC. He graduuted with u bachelor degree in economics in 1989 from Nanjing University in the PRC.
He wus dppointed us an independent non-executive director on 3rd March, 2003 and was re-desighated

us un executive director with effect from 1st June, 2003.

Zhang Fulin, aged 37, wus uppointed us the deputy chairman of the Group us from 1st Juhe, 2004. He is
also the Chief Executive Officer und Chief Technicul Officer of the Group. He wus dppointed us u
director in June 2001. Mr. Zhangy is responhsible for the design, 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 general manuger und heud of
system desigh and programming in a system desigh uand engineering compuny in the PRC. Mr. Zhang hus

over ten yeurs of experience in the system design, enygineering und softwdre programming.

Chiu Ting Sun und Chenhy Kwonyg Chuny resighed us executive directors effective from 31st December,
2003 und Tst June, 2004 respectively.

Independent Non-Executive Directors

Leunhg Wui Ling, Wylie, aged 37, holds u bachelor deygree in business administration from the City University
of New York in the US. She is currently an accounting and administration manager for an infernatfional
frading und munufacturing compuny in Hony Konyg. Ms. Leung hus more than ten yeadrs of experience in
accounting, audit and finunce. She wus appointed us the Compuny’s independent non-executive director
in June 2001.

Gui Gun, uged 37, holds u muster degree of business udministration in international munugement from
American Graduuate School of International Munagement. He has held various munagerial positions in
compunies in the PRC and the US. He is currently u deputy general manager of an import/export company
in the PRC. He wus appointed the Compuny’s independent hon-executive director on 16th September
2003.

Chuny Tunhy Sau resighed as independent non-executive director effective from 1st October, 2003.

- IA International Holdings Limited



Directors und Senior Munhugement 15

Senior Management

Chiu Ting Sun, uyed 50, 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 that he could dllocute
more time to his other private investments. He is how responsible for overseeinyg the production functions
of the Group. Mr. Chiu holds a muster of business administration from the University of Hull, United Kingdom.
Mr. Chiu hus over twenty yedrs experience in production und management. Before founding the Group,
Mr. Chiu wus a director and genheral munager of un electronic munufacturing company in Hong Kong.

Chenyg Kwonhy Chuny, uged 39, is un ex-director of the Compuny und co-founder of the Group. He
resigned us an executive director of the Compuny effective from 1st June, 2004 due to hedlth reason. He
is now responsible for the reseurch, development and marketing of the IOD system solufions. Mr. Chenyg
holds u buchelor of engineering deyree in electronics enygineering from the Hohy Kony Polytechnic
University in Hohy Kohyg. Mr. Chenhyg has over ten yedrs experience in sales and marketing and over five
yedrs in soffware programming. Before founding the Group, Mr. Chenyg worked us a geheral manager for
un electronic trading compuny in Honyg Konhy.

Lui Mui Ching, uged 41, is the yudlified accounfunt and compuny secretary of the Group. Ms. Lui is
responsible for the financial management und accounting fuhctions of the Group. She is an ussociute
member of the Hohy Kony Society of Accountants and a Certfified Practising Accountant of the CPA
Australia, Ms. Lui has more than twenty yeuars experience in uccounting und secreturial fields and prior to
joininy the Group in Junuary 2004, she worked us un uccountunt in u privute truding compuny in Hony
Kony.

Feny Jiun OF &), uyged 30, is the project munuger in the PRC. He is responsible for the reseurch und
development functions. He holds u buchelor degree in electronics and information science GrE# K &
F) from Xiun Petroleum institute (7 Z A A2 ER) in the PRC. Prior to joining the Group in Februury 2002, he
wus responsible for system undalysis, design und development for u softwure technologyy compuny in the

PRC. He hus over six yeurs experience in system analysis, design and development.

Leuny Kwok Shing, Normaun, uged 32, is the project munuyer of the Group in Hony Kony. He is responsible
for the research and development functions of the Group in Honyg Kohy. He holds a bachelor of computer
science deyree from the Monush University in Australia und has more than ten yeurs experience in
research und development. Prior to joining the Group in December 2002, he worked us a technicul
maunager in u soffwure system compuny responsible for product development und customisation.

Wang Lee Lee resighed us yudlified accountant and company secretary of the Group effective from 1st
January, 2004. Wu Minyg und Zhung Yu Honhy left the Group effective from 20th August, 2003 und 10th
October, 2003 respectively.
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16 Report of the Directors

The directors herein present their annuul report und the audited finunciul stutements of IA Internationul
Holdings Limited (the "Compuny”) and its subsidiaries (hereinafter collectively referred to us the “"Group”)
for the yeur ended 31st March, 2004.

PRINCIPAL ACTIVITIES
The principual uctivity of the Compuny is investment holding. Detdils of the principul activities of the
subsidiuries ure set out in note 17 to the finunciul stutements. There have been ho chunyes in the nuture

of the Group’s principal activities during the year.

SEGMENT INFORMATION

An analysis of the Group’s turnover and conftribution to results by principal activity and geoygraphicul
ureu of operations for the yeur ended 31st March, 2004 is set out in hote 5 fo the fihancial statements.

RESULTS AND DIVIDENDS

The Group’s profit for the year ended 31st March, 2004 und the state of uffuirs of the Compuny and the
Group utf that dute are set out in the financial statements on pages 26 to 51.

The directors do hot recommend uny dividends during the yeuar.

- IA International Holdings Limited



SUMMARY FINANCIAL INFORMATION
The followinyg is a summury of the published results of the Group for euch of the four yeurs ended 31st
March, 2004 und of the ussets, liubilities and minority inferests of the Group as ut 31st March, 2004, 2003,
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2002 and 2001 prepured on the busis set out in the note below.

Results
Year ended 31st March,
2004 2003 2002 2001
HK$°000 HK$’000 HK$"000 HK$"000
Turnover 96,804 104,385 49,330 37,136
Profit before tuxution 2,752 5,062 4,694 6,835
Taxation (1,221) ©971) 817) (1,166)
Profit before minority interests 1,631 4,091 3,877 5,669
Minority interests 1 72 (198) -
Net profit from ordinary activities
uttributable to shareholders 1,632 4,163 3,679 5,669
Assets, liabilities and minority interests
2004 2003 2002 2001
HK$°000 HK$’000 HK$’000 HK$’000
Totul ussets 54,432 59,293 45,666 17,743
Totdl liubilities (11,065 (18,697) 9,161) (8,167)
Minority interests (2,125) (2,126) (2,198) -
41,242 38,470 34,307 9,576

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 been in existence throughout the
financiul year. The results of the Group for the yedrs ended 31st March, 2003 aund 2004 ure set out on puye 26 of the

Annual Report 2004 -
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18 Report of the Directors

FIXED ASSETS

Detuils of movements in the fixed ussets of the Group during the year are set out in hote 15 fo the
finuncial statements.

SHARE CAPITAL
Detuils of movements in the Compuny’s issued share cupitul ure set out in note 22 to the finuncial

statements.

PRE-EMPTIVE RIGHTS
There ure no provisions for pre-emptive rights under the Company’s bye-laws or the laws of Bermudu,

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

PURCHASE, REMEMPTION OR SALE OF LISTED SECURITIES OF THE COMPANY

Neither the Compuny, hor 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
statement of chunyges in equity on puyge 29 of und in hote 23 fo the finuncial statements.

DISTRIBUTABLE RESERVES

At 31st March, 2004, the Compuny’s reserves avdiluble for cash distribution and/or distribution in specie
umounted to HK$12,611,000, 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, 2004
may be distributed in the form of fully puid bonus shures.

MAJOR CUSTOMERS AND SUPPLIERS

During the yeuar, sules to the Group’s five largest customers uccounted for 90% of the total sales for the
yedr and sdles to the largest customer included therein umounted to 24%. Purchuses from the Group’s
five largest suppliers accounted for 98% of the tofal purchases for the year and purchuses from the
Group’s largest supplier included therein accounted for 44% of the total purchuses for the yeur.

As far us the directors are awdare, neither the directors of the Compuany, any of their associates nor auny
shareholders (which, to the best knowledge of the directors, owh more than 5% of the Compuny’s issued
share capital) had any beneficidl interests in the Group’s five largest customers and suppliers during the

yedar,

- IA International Holdings Limited
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DIRECTORS

The directors of the Compuany during the yeur and up to the date of this report were:

Executive directors:

Cheny Kwony Chuny (resigned on 1st June, 2004)

Chiu Ting Sun (resiyned on 31st December, 2003)
Li Tiny

Zhany Fulin

Independent non-executive directors:

Chuny Tuny Suu (resigned on 1st October, 2003)
Leunyg Wdi Liny, Wylie

Gui Gun (uppointed on 16th September, 2003)

In accordunce with Bye-law 87 of the Compuny’s bye-laws, Leung Wai Ling, Wylie will retire by rotation af
the forthcoming annudl generul meeting und, beiny eligible, offer herself for re-election.

In accordaunce with Bye-law 86(2) of the Compuny’s bye-laws, Gui Gan will hold office only until the
forthcominyg unnuul general meeting of the Compuny aund, beiny eligible, offer himself for re-election.

DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

Biogruphical detuils of the directors of the Compuny und the senior management of the Group ure set
out onh puyes 14 to 15 of the Compuny’s annual report.

DIRECTORS’ SERVICE CONTRACTS

Chenhy Kwonyg Chuhy aund Zhang Fulin entered info service contracts with Intfernet Appliances (Hony
Kony) Limited, u subsidiary of the Compuny, for an initial term of two yedrs 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 party.

With the resighation of Chenhy Kwony Chuhy ds an executive director of the Compuany with effect from
1st Juhe, 2004, Li Ting und Zhanyg Fulin entered into hew directors’ service contracts with the Compuany.
The contracts are for an initial term of two yeuars commencing from Tst Juhe, 2004 und will continue

thereufter until ferminated by either party giving not less than three months’ notice in writing to the other

purty.
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20 Report of the Directors

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 deferminable by the Company within one year

without payment of compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS
No director had u significant beneficidl inferest, either direct or indirect, in any confract of significunce
to the busihess of the Group to which the Compuny, its holding compuny or uny of its subsidiuries wus u

purty during the yeuar,

DIRECTORS’ INTERESTS IN SHARES

As at 31st March, 2004, the interests and short positions of the directors und chief executive of the
Compuny in the shares, underlying shares und debentures of the Company or uny of its associated
corporation (within the meuniny of Part XV of the Securities und Futures Ordinunce (Cup. 571, Laws of
Hong Kong) ("SFO")) which were reyuired to be hotified to the Compuny und the Stock Exchanhye
pursuunt to Divisions 7 und 8 of Part XV of the SFO (includiny interests or short positions which they were
taken or deemed to have under such provisions of the SFO) or as recorded in the reyister required to be
kept by the Compuny under Section 352 of the SFO or otherwise hotified to the Compuny und the Stock
Exchange pursuunt to the required standards of dedlings by directors as referred o in Rules 5.46 to 5.67

of the GEM Listing Rules were us follows:

Number of Shares

Director Corporate Personal Family Other Total
Interests Interests Interests Interests Interests
Cheny Kwony Chunhy 225,000,000 - - - 225,000,000

(resigned on 1st June, 2004) (Note)

Note:

These shures ure reyistered in the nume of Internet Appliances (Holdings) Limited. The issued share capitul of Internet
Appliances (Holdings) Limited is beneficidlly owned by Globul Plus Ltd., Teum Concept Limited, Perfect Chunce
Limited und IT Motion Corp. ih the proportion of upproximately 35%, 25%, 25% und 15% respectively. Globul Plus Ltd. is
wholly and beneficiully owhed by Mr. Chenyg Kwony Chuhy.

- IA International Holdings Limited
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Suve us disclosed ubove, us ut 31st Murch, 2004, nohe of the directors nor the chief executive of the
Compuny had any interests or short positions in any shares, underlying shares or debentures of the
Compuny or uny of its associuted corporution (within the meaning of Part XV of the SFO) which were
required to be notified to the Compuny und the Stock Exchange pursuant to Divisions 7 and 8 of Part XV
of the SFO (includinyg interests or short positions which they were taken or deemed to have unhder such
provisions of the SFO), or which were reqyuired to be recorded in the reyister kept by the Compuny under
Section 352 of the SFO, or otherwise hotified to the Compuny and the Stock Exchange pursuant 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 shares” ubove, ut ho time since
incorporution of the Compuny were rights to acquire 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 yeuars of auge, or were dny such rights exercised by them; or wus the Company,
its holding compuny or uny of its subsidiaries a party to uany arrangement to enuble the director, their

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

SUBSTANTIAL SHAREHOLDERS

As at 31st March, 2004, the interests and short positions of persons, other than a director or chief executive
of the Compuny, in the shares and underlying shares of the Company which would fall to be disclosed to
the Compuny under the provisions of Divisions 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 class of share cupital carrying rights to
vote in all circumstances at genheral meetings of any other members of the Group, or substantial
shareholders us recorded in the reyister required to be kept by the Compuany under Section 336 of the

SFO were us follows:

Approximate percentage

or attributable percentage

Number of of the shareholding

Name shares held in the Company
Internet Appliances (Holdings)

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 nume of Internet Appliances (Holdings) Limited. The issued share capitul of Internet
Appliunces (Holdings) Limited is beneficidlly owned by Globul Plus Ltd., Teum Concept Limited, Perfect Chunce
Limited und IT Motion Corp. ih the proportion of upproximately 35%, 25%, 25% und 15% respectively. Globul Plus Ltd. is
wholly and beneficiully owhed by Mr. Cheng Kwony Chuhy.

Save us disclosed ubove, us at 31st March, 2004, the directors or chief executive of the Compuny were
not aware of uny other person (other thun the directors or chief executive of the Company) who had an
interest or short position in the shares or underlying shares of the Compuny which would fall to be
disclosed to the Compuny under the provisions of Divisions 2 and 3 of Part XV of the SFO or, who is,
directly or indirectly, interested in 10% or more of the nominal value of any class of share capital carrying
rights o vote in dll circumstunces at general meetings of uny other members of the Group, or uny other
substantial shareholders 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 operutes u share option scheme (the “Scheme”) for the purpose of recoghising significant
conftributions 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, consultants, 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 eyuivalent, upon their exercise, to 10% of the shares of the Compuany in issue at any fime.
The muximum humber of shares issuable under share options fo euch eligible partficipant in the Scheme
within any 12-month period up to the dute of yrunt, is limited to 1% of the shares of the Compuny in issue
ut thut dute of grant. Any further gyrant of share options in excess of this limit is subject to shureholders’
upprovdl in a yenerdl meeting.

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 dat 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.
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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 closing price of the Compuany’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 average of the
closing prices of the Compuany’s shares us stated in the Stock Exchunge’s duaily quotations sheets for the
five business duys immediutely precediny the dute of offer of the option, or (iii) the hominaul 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.

SPONSOR’S INTERESTS

As at 31st Murch, 2004 und at the dute of this report, DBS Asiu Cupitdl Limited (the “"Continuing Sponsor”),
its directors, employees or ussociutes did hot have any interest in the securities of the Company 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 duted 10th July, 2001 entered into between the Company und the Confinuing
Sponsor, the Contihuing Sponsor received, und will receive, fees for ucting us the Company’s retained
sponsor for the period from 1st November, 2001 to 31st March, 2004. Following the expiry of the ugreement
between the Compauny and the Continuing Sponsor, DBS Asia Capital Limited ceused to uct us the

Compuny’s retained sponsor with effect from 1st April, 2004.

COMPLIANCE WITH RULES 5.34 TO 5.45 OF THE GEM LISTING RULES
The Compuny hus complied with the Bourd practices und procedures us set out in Rules 5.34 to 5.45 of
the GEM Listing Rules during the year.

AUDIT COMMITTEE

The Compuny set up un audit committee (the *Committee”) on 18th October, 2001, with written terms of
reference in compliunce with the GEM Listing Rules, for the purpose of reviewing and 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, Ms. Leuny Wui Ling, Wylie und
Mr. Gui Guh, Mr. Chuhy Tuhy Sau resighed us u member of the uudit committee with effect from 1st
October, 2003. During the yedar, the audit committee held 4 meetinygs to review und supervise the financial
reporting process, und to provide udvice und recommenddations to the bourd of directors. The finuncial
stautements of the Group for the yeur ended 31st Murch, 2004 huve been reviewed by the Committee,
who dre of the opinion that such statements comply with the upplicuble uccounting standards, the

Stock Exchunge and legul requirements, und that adeqyuate disclosures have been made.
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AUDITORS
The financiul statements have been audited by Gluss Rudcliffe Chun who were dppointed during the
yedar. Gluss Rudcliffe Chan now practice under the hume of “Baker Tilly Hong Konyg Limited” who, beinyg

eligible, offer themselves for re-appointment.
Baker Tilly Honyg Kong Limited (Previous hume: Gluss Rudcliffe Chun) were appointed us the Compuny’s

auditors in April 2003 to audit the Compuny’s auccounts for the yeur ended 31st March, 2003. Ernst &
Youny ucted us the Company’s auditors for the year ended 31st March, 2002.

ON BEHALF OF THE BOARD

Li Ting
Chuairman

Hony Konhy
15th June, 2004

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

We have audited the financial statements on pages 26 to 51 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 o prepure financial statements which give
u true und fdir view. In prepuring finunciul stutements which give a frue und fuir view it is fundamental
that appropriate uccounting policies are selected und applied consistently.

It is our responsibility to form un independent opinion, bused on our uudit, 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 accordance with Statements of Auditing Standards issued by the Hong Kony
Society of Accountunts. An audit includes examination, on o test busis, of evidence relevant to the
umounts und disclosures in the financial statements. It dlso includes un aussessment of the significunt
estimutes und judgements mude by the directors in the prepuration of the financial stutements, und of
whether the uccounting policies are appropriate to the Company’s und the Group’s circumstances,
consistently upplied und udequutely disclosed.

We planned and performed our audit so us to obtuin dll the information and explanations 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 busis for our opinion.

Opinion

In our opinion the finunciul stutements yive u true und fuir view, in ull material respects, of the stute of
the affairs of the Compuny and of the Group as ut 31st March, 2004 and 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 Hony Kohy Compunies Ordinunce.

BAKER TILLY HONG KONG LIMITED
Certified Public Accountants

Hony Kony, 15th Junhe, 2004
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2 Consoliduted Income Statement

For the yeur ended 31st Murch, 2004

2004 2003
Notes HK$°000 HKS$'000
TURNOVER 6 96,804 104,385
Cost of sules (86,938) (89,962)
Gross profit 9,866 14,423
Ofher revenue 7 937 717
Distribution costs (976) (1,149)
Administrative expenses (4,009) (5,614)
Other operating expenses (3,044) (2,943)
PROFIT FROM OPERATING ACTIVITIES 8 2,774 5,434
Finance costs 9 (22) 372)
PROFIT BEFORE TAXATION 2,752 5,062
Taxation 11 (1,221) @71
PROFIT BEFORE MINORITY INTERESTS 1,531 4,091
Minhority inferests 1 72
NET PROFIT FROM ORDINARY ACTIVITIES
ATTRIBUTABLE TO SHAREHOLDERS 12 1,532 4,163
DIVIDENDS 13 - -
EARNINGS PER SHARE 14
- Busic HKO0.51 cents HK1.39 cents
- Diluted N/A N/A

The accompunying hotes form an integral part of these financidal statements.
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As ut 31st March, 2004

2004 2003
Notes HK$’000 HKS$’000
NON-CURRENT ASSETS
Fixed ussets 15 9,199 1,724
Other investments 16 10,800 -
19,999 1,724
CURRENT ASSETS
Accounts receivuble 18 23,268 18,230
Prepuyments, deposits und other receivubles 1,909 4,581
Cush and bank balances 19 9,256 34,758
34,433 57,569
CURRENT LIABILITIES
Accounts payuble 20 4,969 12,967
Accrued expenses und other puyubles 4,051 1,384
Tuxes puyuble 2,045 2,341
Bunk overdrufts — secured 21 - 2,005
11,065 18,697
NET CURRENT ASSETS 23,368 38,872
TOTAL ASSETS LESS CURRENT LIABILITIES 43,367 40,596
MINORITY INTERESTS (2,125) (2,126)
41,242 38,470
CAPITAL AND RESERVES
Issued capital 22 15,000 15,000
Reserves 23 26,242 23,470
41,242 38,470

Li Ting
Director

Zhang Fulin
Director

The accompunying hotes form an integral part of these financidal statements.
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As ut 31st March, 2004

2004 2003
Notes HK$’000 HKS$’000
NON-CURRENT ASSETS
Investments in subsidiuries 17 13,172 13,172
CURRENT ASSETS
Amounts due from subsidiuries 17 20,360 20,461
Cush aund bunk balances 19 6 6
20,366 20,467
CURRENT LIABILITIES
Accrued expenses und other puyubles 25 270
NET CURRENT ASSETS 20,341 20,197
NET ASSETS 33,513 33,369
CAPITAL AND RESERVES
Issued capital 22 15,000 15,000
Reserves 23 18,513 18,369
33,513 33,369

Li Ting Zhang Fulin

Director Director

The accompunying hotes form an integral part of these financidal statements.
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For the yeur ended 31st Murch, 2004

Group
Share Share Contributed  Exchange Capital Retained
capital premium surplus reserve reserve eamings Total
HK$'000 HK$"000 HK$"000 HK$"000 HK$"000 HK$"000 HK$"000
Balance af 1st April, 2002 15,000 5,902 6,015 149 - 7.241 34,307
Net profit for the year - - - - - 4,163 4,163
Balance af 31st March, 2003 15,000 5,902 6,015 149 - 11,404 38,470
Arising on consolidation of u
subsidiary compuny - - - 40 - = 40
Neyutive goodwill (Note 24b) - - - - 1,200 = 1,200
Net profit for the year - - - - - 1,632 1,632
Balance at 31st March, 2004 15,000 5,902 6,015 189 1,200 12,936 41,242
Company
Share Share  Contributed Accumulated
capital premium surplus loss Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
Balance at Tst April, 2002 15,000 5,902 12,947 (469) 33,380
Net loss for the year - - - an an
Balance at 31st March, 2003 15,000 5,902 12,947 (480) 33,369
Net profit for the yeur - - - 144 144
Balance at 31st March, 2004 15,000 5,902 12,947 (336) SR

The accompunying hotes form an integral part of these financidal statements.
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For the yeur ended 31st Murch, 2004

2004 2003
Notes HK$’000 HKS$ 000
Profit before taxution 2,752 5,062
Adjustments for:
Depreciatfion 538 605
Interest expenses 22 372
Interest income (209) (299)
Operating cush flows before movements in
working capitdl 3,103 5,740
Increuse in uccounts receivuble (5,038) (8.,885)
Decreuse in prepuyments, deposits und
other receivubles 2,672 1,882
(Decreuse)/increuse in uccounts puyuble (7,998) 11,347
(Decreuse)/increuse in accrued expehses and
other puydbles 818) 327
Cush (used in)/generuted from operating activities (8,079) 10,411
Interest puaid (22) (372)
Hong Kohy profits tax paid (1,632 (139)
NET CASH (OUTFLOW)/INFLOW FROM
OPERATING ACTIVITIES (9,733) 9,900
INVESTING ACTIVITIES
Interest received 209 299
Decreuse/(increuse) in time deposits 25,709 (7,379
Purchuses of fixed ussets (8,013) (269)
Purchuse of a subsidiary compuny 24(b) (6,000) =
NET CASH INFLOW/(OULFLOW) FROM INVESTING ACTIVITIES 11,905 (7,349)
NET INCREASE IN CASH AND CASH EQUIVALENTS 2,172 2,551
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 7,044 4,493
CHANGES IN FOREIGN EXCHANGE RATES 40 -
CASH AND CASH EQUIVALENTS AT END OF YEAR 9,256 7,044
ANALYSIS OF BALANCES OF CASH AND CASH EQUIVALENTS
Cush and bunk bualances 19 9,256 9,049
Baunk overdrufts - (2,005)
9,256 7,044

The accompunying hotes form an integral part of these financidl statements.
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31st Murch, 2004

1. CORPORATION INFORMATION

The Compuny wds incorporated in Bermuda oh 7th June, 2001 us ah exempted company with
limited liability under the Companies Act 1981 of Bermudu. The shares of the Company were listed
oh the Growth Enterprise Market ("GEM") oh 1st November, 2001. Detdils of the group reorganization
are set out in the Compuny’s prospectus dated 24th October, 2001.

The principal activity of the Compuny is investment holding. During the year, the Group wus
principdally involved in the provision of research, development and information-on-demand (“1OD™)
system solutions und the provision of reluted products und services.

In the opinion of the directors, as at 31st March, 2004, the ultimate holding compuny of the
Company was Internet Appliances (Holdings) Limited (*IA Holdings”) which is incorporated in the
British Virgin Islands.

2. ADOPTION OF STATEMENTS OF STANDARD ACCOUNTING PRACTICE
In the current yeur, the Group hus adopted, for the first fime, the revised Statement of Standard
Accountfing Practice ("SSAP”) 12 issued by the Hong Konyg Society of Accountunfs.

The revision to SSAP 12 (Revised) “Income tuxes” hus infroduced u hew busis of uccounting for
income tuxes (including both current taxation and deferred tuxation). The principul effect of the
implementation of SSAP 12 (Revised) is in relation to deferred taxation. Oh adoption of the revised
SSAP 12, deferred tuxation is provided in full, using the liability method, on temporary differences
urising between the tax buses of ussets und liubilities und their carrying umounts in the accounts.
As the udoption of SSAP 12 (Revised) hus ho muteriul effect on the results for the current or prior

accounting periods, no prior period udjustment is required.

3. BASIS OF PRESENTATION

The financidl stutements huve been prepured under the historical convention und in accordunce
with accounting standards issued by Hong Kohy Society of Accountants, generally uccepted
accounting principles in Hohyg Kony and the disclosure requirements of the Hong Kong Compdanies
Ordinunce.

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 infer-compuany transactions and balances within the Group dare eliminated in the

Annual Report 2004 -
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4.

PRINCIPAL ACCOUNTING POLICIES

(o)

(b)

(c)

(d)

Subsidiary companies

A subsidiary company is a company 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 ure 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 venture compuny operates

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

The joint venture ugreement between the ventures stipulutes the capital conftribution of the
joint venture puarties, the durdtion of the joint venture and the busis on which the assets 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 caupital contributions, or in accordunce with the tferms 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. Reldated parties may be individuuls or

corporute entities.

Negative goodwill
Neyutive goodwill represents the excess of the fair value of the Group’s share of the net

ussets ucyuired over the cost of ucquisition.

On disposuls of investments in subsidiary compdanies, the attributable amount of hegdutive
yoodwill previously credited to the reserve uccounts is included in the determinution of the

profit or loss on disposuls of the subsidiary companies.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

(e

()

Fixed assets

Fixed ussets dre stated ut cost less accumulated depreciation and dany provisions for
impuirment losses reyuired to reflect recoveruble 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 probable that future economic
benefits, in excess of the originully ussessed stundaurd of performunce of the existing usseft,
will flow to the enterprise. All other subsequent expenditure, such us repuirs und muintenunce

und overhaul costs, is recoyghised 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 u straight-line busis, ut the followinyg unnuul rutes:-

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

The guin or loss urising from the retirement or disposuls of fixed ussets, representing the
difference between the estimated 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 stuatement as incurred.

Expenditure incurred on projects to develop hew products is cupitulised und deferred only
when the projects are cleurly defined; the expenditure is sepurately identifiable and can be
meusured reliubly; there is reasonuble certainty that the projects are technically feusible;
und the products have commerciul 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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4.

PRINCIPAL ACCOUNTING POLICIES (Continued)

(9

(h)

()

()

Other investments

Securities infended to be held for identified long-term purpose or strateyic reason are included
in the bulunce sheet under non-current ussets and dre carried ut cost less provision. The
currying umounts of individuul investments ure reviewed ut euch bulunce sheet dute to
ussess whether the fuir values huve declined below the carrying umounts. When a decline
other than temporary has occurred, the carrying umount of such investment will be reduced
to its fair value. The impuirment loss is recoghised ds an expense in the income statement
and is written back fo income statement when the circumstances and events that led fo the
write-down euse to exist und there is persuusive evidence thut the new circumstunces and

events will persist for the foreseeuble future.

Operating leases

Leuses where u significant portion of the risk and rewards of ownership dare retadined by the
lessors are clussified as operuting leuses. Where the Group is the lessee, rentals payable
under the operating leuses ure chargyed 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 reudily
convertible info khnown umounts of cush and which were within three months of maturity
when acquired, less advances from bunks repayable within three months from the date of

the advunce.

Taxation

The charge for tuxation is bused on the results for the year us adjusted for items, which dare
non-ussessuble or disullowuble. Deferred tuxation is provided in full, using the liubility method,
oh temporury differences urising between the tux buses of ussets und liubilities and their
carrying amounfts in the accounts. Taxation rates enacted or substantively enacted by the
balance sheet date is used to defermine deferred taxation.

Deferred tux ussets ure recoygnized to the extent thut it is probuble thut future taxable profit
will be avdilable against which the temporary differences can be utilized.

Deferred tux ussets is provided on temporury differences urising on investments in subsidiary
compunies, except where the timing of the reversul of the temporury difference cun be
controlled and it is probuble that the temporary difference will not reverse in the foreseeuble

future.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

(k)

M

(m)

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 reliubly, on the followiny buses:

0] Revenue from the sdles of goods is recoyghised whenh the significant risks and rewards
of ownership have been transferred to the buyer, provided that the Group maintains
nheither managerial involvement to the deygree usudlly ussociated with ownership, hor

effective control over the goods sold und

(i) Revenue from the sules of e-commerce platform systems is recoghised when the

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

(i) Revenue from provision of computer hetwork setup service is recoghised whehn the

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

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

principul outstunding und the effective interest rate upplicuble.

Dividends

Dividends proposed by the directors are classified as o separate dallocation of retained
earnings within capital and reserves in the bulance sheet, until they have been dpproved
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 bulaunce sheet dute. Gains or losses urising

oh exchunye ure dedlt with in the income statement.

On consolidution, the ussets and lidbilities 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 translated into Hony Kony dollars af the average exchange rate during

the year. Exchange differences arising, if any, are dedlt with in the exchange reserve.
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4.

PRINCIPAL ACCOUNTING POLICIES (Continued)

(n)

(o)

P

Accounts receivable

Trade debtors which generally have credit terms of hot more than 90 duys, except for
certuin well estublished customers, where the terms ure extended to not more thun 180
days, dre recoyhised und curried ut originul invoiced umount less un ullowunce for uny
uncollectible amounts. An estimate for doubtful debts is made when collection of the full

umount is ho lonyer probuble. Bud debts ure written off us incurred.

Pension scheme

The Group, other than the subsidiary company in the People’s Republic of China ("PRC")
operutes u defined contribution Mundatory Provident Fund retirement benefits scheme (the
“MPF Scheme”) under the Mandatory Provident Fuhd Schemes Ordihance, 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 dre held sepuarately
from those of the Group in un independently administrated fund. The Group’s employer
conftributions vest fully with the employees when confributed to the MPF Scheme except for
the Group’s employer voluntary contributfions, 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 in the PRC ure expensed us incurred while the locul municipual government in the
PRC undertukes to ussume the retirement benefit obligations of dll existing and future retirees

of the yudlified staff in the PRC.

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 dsset’s value in use or its net selling price.

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

in which it urises.
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4. PRINCIPAL ACCOUNTING POLICIES (Continued)
(p) Impairment of assets (Continued)
A previously recognised impdairment loss is reversed only if there has been g chunge in the
estimutes used to determine recoveruble amount of an usset, however not to un amount

higher than the currying umount that would have beenh determined (het of depreciation)
had no impuirment loss been recoynised for the usset in prior yeurs. A reversul of un

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

5. SEGMENT INFORMATION
Segment information is presented by way of two segment formats: (i) on a primary segment reporting
bausis, by business segment; und (ii) on g secondury segment reporting busis, by yeoyruphicudl
segment.

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

business segments are us follows:

(u) theinternet uppliunce products seygment provides infemet dppliunces und related products;

and

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

their users with features such das security enhancements and related services.
In determining the Group’s yeoyruphicul segments, revenues are attributes to the segments bused

onh the locution of the customers und ussets ure uttributed to the segments bused on the locution

of ussets.
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5. SEGMENT INFORMATION (Continued)

(a) Business segments
The followiny tubles present revenue, results and certain assets, liabilities and expenditure
information for the Group’s business segments.

Internet appliances E-commerce
and platform and
related products related services Consolidated
2004 2003 2004 2003 2004 2003

HK$°000 HK$'000 HK$°000 HK$'000 HK$°000 HK$'000

TURNOVER 87,311 85,209 9,493 19,176 96,804 104,385
RESULTS
Seyment results 6,503 11,490 917 408 7,420 11,898
Other revenue 209 299
Distribution costs 976) (1,149)
Administrative expenses (3,879 (5,614)
Profit from operuting uctivities 2,774 5,434
Finunce costs (22 (372)
Profit before fuxution 2,752 5,062
Taxation (1,221 971)
Profit before minority interests 1,531 4,091
Minority interests 1 72
Net profit from ordinary activities

uttributable fo shareholders 1,532 4,163
BALANCE SHEET
ASSETS
Seyment ussets 32,174 17,091 343 5,195 32,517 22,286
Undllocuted ussets - - - - 21,915 37,007
Totul ussets 54,432 59,293
LIABILITIES
Segment liubilities 4,822 12,344 147 1,465 4,969 13,809
Undllocuted lidbilities - - - - 6,096 4,888
Totdl liubilities 11,065 18,697

Other segment information:

Depreciation 130 - - = 130 =
Depreciation - unallocuted - - - - 408 605
Cupital expenditure 7.819 - - = 7,819 =
Capitdl expenditure - unallocuted - - - - 194 269
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SEGMENT INFORMATION (Continued)

(b) Geographical segments

The followiny tubles present revenue, results und certuin ussets und expenditure informaution

for the Group’s geoygraphicul segments.

Group
PRC (including
Hong Kong) Us Others Consolidated
2004 2003 2004 2003 2004 2003 2004 2003
HK$°000 HKS$'000 HK$'000 HKS'000 HK$'000 HKS'000 HK$’000 HKS 000
Seyment revenue 96,804 98,933 - 4,157 - 1,295 96,804 104,385

Other segment information:

Seyment ussets 54,432 59,293 - - - - 54432 59,293
Cupital expenditure 8,013 269 - - - - 8,013 269
TURNOVER

Turnover represents the net invoiced vulue of yoods sold, ufter dllowances for returns and frade

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

been eliminuted on consolidudtion.

OTHER REVENUE

Group
2004 2003
HK$°000 HK$ 000
Interest income 209 299
Setup fee for computer networks and others 728 418
937 717
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PROFIT FROM OPERATING ACTIVITIES

The Group’s profit from operating activities is arrived at after crediting and charging the following:

2004 2003
HK$°000 HK$’000

Crediting:
Interest income 209 299

Charging:
Auditors’” remunerution 270 270
Bud debts 56 =
Cost of inventories sold 86,831 89,832
Directors’ remunerution 359 1.417
Depreciation of fixed ussets 538 605
Exchunge losses 139 85
Operuting leuses in respect of lund und buildings 603 658
Reseurch aund development costs 2,894 2,593
Pension scheme contributions 132 105
Stuff costs (excluding directors’ remuneration) 3,650 2,993

Reseurch und development costs include HK$2,520,000 (2003: HK$1,454,000) reluting to staff costs
unhd pension scheme contributions, which are dlso included in the respective totul amounts disclosed
sepurutely ubove for euch of these types of expenses. Reseurch und development costs ure

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

FINANCE COSTS

Group
2004 2003
HK$°000 HK$"000
Interest on bunk overdrufts and bills wholly repayuble
within five years 22 372
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10. DIRECTORS’ REMUNERATION AND SENIOR EXECUTIVES
(a)  Directors’ remuneration disclosed pursuant to the Rules Goverhing the Listing of Securities on

GEM und Section 161 of the Hony Kong Compunies Ordinance, is us follows:

Group
2004 2003
HK$’000 HKS$ 000
Fees:
Executive directors - -
Independent non-executive directors 180 240
180 240
Other emoluments of executive directors:
Busic sularies, housinyg benefits, other ullowunces und
benefits in kind 179 1,177
Pension scheme contributions - -
179 1,177

The independent hon-executive directors us at 31st March, 2004 received HKS$120,000 (2003:
HK$120,000) respectively. The other independent non-executive director, who retired during
the year, received HK$60,000 during the year (2003: HKS$120,000).

Emoluments of executive directors are us follows:-

Group
2004 2003
HK$°000 HK$’000
Executive director A 179 377
Executive director B - 390
Executive director C - 250
Executive director D, retired - 160
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10. 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
2004 2003

Emolument bands
Nil fo HK$ 1,000,000 7 6

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

remunerution during the yeuar,

The five highest puid employees during the year included ho (2003: four) directors, details of
whose remuneration are set out above. Detdils of the remuneration of the five (2003: onhe)

non-director, highest puid employee dre set out us follows:

Group
2004 2003
HK$’000 HKS$ 000
Suluries, ullowunces und benefits in kind 1,455 289
Pension scheme contributions 60 13
1,515 302

Emoluments of the five individudls of the Group fell within the following bands:

2004 2003

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-director employee ds un inducement fo joinh or upoh joining the Group, or ds

compehnsation for loss of office (2003: Nil).
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TAXATION

Honyg Kony profits tax has been provided at the rate of 17.5% (2003: 16%) on the estimated
ussessuble profits arising in Hony Kony during the yeuar, Tuxes on profits ussessuble elsewhere huve
been cdlculated at the rates of tax prevailing in the countries in which the Group operates, based
oh existing leyislation, inferpretation and practices in respect thereof.

The provision for the yeur cun be reconciled from tuxation bused on the consoliduted income
stfatement us follows:

2004 2003
HK$°000 HK$"000
Profit before taxution 2,752 5,062
Tax at the domestic tax rate of 17.5% (2003: 16%) 482 810
Effect of different tax rates of a subsidiary compuny
operuting in the PRC - 7
Tax effect on hon-deductible expenses 23 190
Tax effect of hon-taxable revenue (26) (®)]
Tax effect on uccelerated depreciation dllowance 9 33
Over provision in the prior year (369) =
Under provision in the prior year 1,120 =
Tax charye for the year 1,221 971

Deferred tax has not been provided (2003: Nil) becuause the Compuny and the Group had ho
significant temporary differences at the balance sheet date,

NET PROFIT FROM ORDINARY ACTIVITIES ATTRIBUTABLE TO SHAREHOLDERS
Net profit from ordinary dactivities attributable to shareholders for the year ended 31st March, 2004

dedlt with in the financial statements of the Company was HK$144,000 (2003: Net loss of HKS11,000).

DIVIDENDS
No dividends have been puid or declared by the Company during the year (2003: Nil).

EARNINGS PER SHARE

The culculation of busic eurnings per shure is bused on the net profit from ordinhary activities
atftributable to shareholders for the year of HK$1,532,000 (2003: HKS4,163,000) and on the weighted
averuge humber of 300,000,000 (2003: 300,000,000) ordinary shares of the Compuny.

Diluted eurninys per shure is hot presented us there dare no diluting events during the yeuar.
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15.

16.

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, 2003 781 182 1,387 526 2,876
Additions 147 1 46 - 7.819 8,013
At 31st Murch, 2004 928 183 1,433 526 7.819 10,889
Accumuluted depreciation
At Tst April, 2003 659 68 366 59 1,152
Charge for the year 57 34 268 49 130 538
At 31st Murch, 2004 716 102 634 108 130 1,690
Net book value
At 31st Murch, 2004 212 81 799 418 7,689 9,199
At 31st Murch, 2003 122 114 1,021 467 1,724

OTHER INVESTMENTS

Other investments represent un investment, at cost, in a compuany listed in Hong Kony. Detdils of

other investments held by the Group us ut 31 March 2004, ure us follows:

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

Holdinys Limited
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INVESTMENTS IN SUBSIDIARIES AND AMOUNTS DUE FROM SUBSIDIARIES

Company
2004 2003
HK$’000 HKS$ 000
Unlisted shares, ut cost 13,172 13,172
Amounts due from subsidiuries 20,360 20,461
33,5632 33,633

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

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 Islands Ordinary
Internet Appliances Hohy Kohy 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 Holding of
Limited Islands Ordinary fixed ussets
Global Form Limited British Virgin US$50,000 = 100 Investment holdiny
Islands Ordinary
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17. INVESTMENTS IN SUBSIDIARIES AND AMOUNTS DUE FROM SUBSIDIARIES
(Continued)
Place of Nominal value Percentage of
incorporation/ of ordinary attributable
registration and share/registered equity interest
Name operations capital Direct  Indirect Principal activities
TR AL B ASER R AT PRC HK$20,000,000 - 90 Provision of 10D
system solutions
IA Enferprise Limited hote (a) Hong Kony HK$1,000,000 = 100 Trading of internet
Ordinary uppliunces
Sunny Sky Investments British Virgin Us$1 = 100 Investment holding
Management Limited note (a) [slands Ordinary

Note:

() These dre hew subsidiuries estublished/acqyuired during the yeur.

18. ACCOUNTS RECEIVABLE

The aging unalysis of the Group’s accounts receivuble at the bulance sheet date, based on the

dute of yoods delivered, is us follows:

Group
2004 2003
HK$’000 HKS$ 000
Within 30 duys 5,745 15,787
31 - 60 days 6,194 2,443
Over 61 days 11,329 -
23,268 18,230
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19. CASH AND BANK BALANCES

Group Company
2004 2003 2004 2003
HK$°000 HK$ 000 HK$°000 HK$"000
Cush and bank balances 9,256 9,049 6 6
Time deposits - 25,709 - -
9,256 34,758 6 6

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
2004 2003
HK$’°000 HK$"000
Within 30 duys 4,867 12,632
31 - 60 days - _
Over 61 days 102 885
4,969 12,967

21. BANKING FACILITIES
At 31st March, 2004, the Group hus general bunking facilities available of HKS$10,000,000 (2003:
HK$30,000,000). The fucilities provided to the subsidiary of the Compuny were guuranteed by the
Compuny.
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22. SHARE CAPITAL

(a) Shares
2004 2003
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 ordinaury shares of HK$0.05 euch 15,000 15,000

There huve been ho movements in share cupital during the yeurs ended 31st Murch, 2003
and 31st March, 2004.

(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 Compduny dre set out under the statement of changes

in eyuity.

The confributed surplus of the Group drose us u result of the group reorganisation for the listing of
the Compuny’s shares on the GEM and represents the difference between the hominal value of
the uggreyute shure cupitul of the subsidiuries ucquired under the group reorgunisution, over the

nominal value of Compuny’s shares in exchunyge therefor.

The contributed surplus of the Compuny drose us u result of the sume group reorgunisution und
represents the excess of the then combined net ussets of the subsidiuries ucyuired, over the

nominal value of the Company’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 certuin circumstances.

- IA International Holdings Limited



Notes to Finaunciul Statements 49

31st Murch, 2004

24. NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

(o)

(b)

Analysis of changes in financing during the year

Issued capital

and share Contributed Minority
premium account surplus interests
HKS$ 000 HKS$’000 HK$’000
At Tst April, 2002 20,902 6,015 2,198
Share of loss for the year - - 72
At 31st March, 2003 20,902 6,015 2,126
Share of loss for the year - - @)
At 31st Murch, 2004 20,902 6,015 2,125

Purchase of a subsidiary company
2004 2003
HK$°000 HK$’000

Net ussets acyuired

Listed securities 10,800 -
Other puyubles (3,600) =
7,200 -
Less: Acyuisition cost (by cush) (6,000) -
Negyutive goodwill 1,200 -

The subsidiary compuny ucquired during the yeur did not contribute uny cush flows to the

Group.
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31st Murch, 2004

25. UNRECOGNISED DEFERRED TAXATION

At the balunce sheet date, the Group had unhrecognised deferred taxation ussets us follows:

2004 2003
HK$°000 HK$"000
Tuxdation effect of temporary differences urising us u result of:
Tux losses uvuiluble to set off uguinst future ussessuble profits 9 7
Excess of depreciution charged in the finunciul statements
over depreciation dllowance claimed for tax purposes (26) ©)
an @)
No provision for deferred tuxation has been recoghised us the amount is insignificunt.
The amount of uhrecoygnised deferred taxation credit for the yedar is as follows:
2004 2003
HK$°000 HK$ 000
Taxation effect of timing differences arising as d result of:
Tax losses arising 2 7
Excess of depreciution ullowunce cluimed for tux purposes
over depreciution charged in the finunciul statements a7 (25)
(15) 18)

The Company had ho sighificant unrecoghised deferred taxation at the balance sheet date.
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31st Murch, 2004

OPERATING LEASE ARRANGEMENTS
The Group leases certain of its office properties under operating lease arrahgements. Leuses for

properties are neyotiated for ferms ranging 12 months to 24 months.

At 31st March, 2004, the Group had total future minimum leuse payments uhder hon-cancellable

operdting leuses fulling due us follows:

Group
2004 2003
HK$’°000 HK$"000
Within one year 213 230
In the second to fifth yeurs, inclusive - 330
213 560

COMMITMENTS

Save for the operuting lease commitments detdiled in hote 26 above, ut the balance sheet date,

neither the Group, nor the Compuny hud signhificant commitments.

CONTINGENT LIABILITIES

Company
2004 2003
HK$°000 HK$ 000
Guurantee provided to u subsidiary company for its
utilized bunking fucilities ut the bulunce sheet dute - 12,005

APPROVAL OF THE FINANCIAL STATEMENTS

The finunciul statements were dpproved und uuthorised for issue by the Bourd of Directors on 15th
June, 2004.
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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,
Hony Kony on 28th July, 2004 (Wednesday) ut 10:00 u.m. for the followiny purposes:

To receive und consider the audited finunciul statements and the reports of the directors und
auditors for the year ended 31st March, 2004;

To re-elect retiring directors und authorise the bourd of directors to fix their remuneraution;

To re-uppoint uuditors und uuthorise the bourd of directors to fix their remuneration;

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

resolutions as ordinary and special resolutions of the Compuany:

4.

"THAT

M

(i)

iii)

Ordinary Resolutions

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
udditionul shures in the cupitul of the Compuny und to muke or grunt offers, ugreements
und options (includinyg bonds, warrants und debentures convertible into shares) which might
reyuire the exercise of such powers be und is hereby generdlly and unconditionully upproved;

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

the ugygyregute nominul umount of shure cupitul ullotted or uyreed conditiondlly 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 (a) a Rights Issue (us defined below), (b) the exercise of warrants to subscribe
for shares of the Compuny or the exercise of options granted under any ordinary 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 uggregute nominal amount of the share
cupital of the Compuany in issue us at the dute of the pussing of this resolution and this
approvdal shall be limited accordingly; und
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for the purpose of this resolution:

"Relevunt Period” meuns the period from the dute 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

Bermudua (us amended) or uny dpplicable laws to be held; and

(¢) 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” meuns 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 reyulutory body or uny stock exchunge in any 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 dll powers of the Compuny to repurchuse
issued shares in the cupital of the Compuny onh 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 Exchange for such purpose, subject fo and
in connection with all upplicable laws and/or the requirements of the GEM Listing Rules (us
defined in Resolution No. 4 us set out in the notice of this meeting) or of uny other stock
exchunge us uamended from fime to fime, be und the sume is hereby generully und

unconditionully upproved:
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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 puragrauph (i) of this resolution shall not exceed
10% of the uyyregute nominul umount of the share capital of the Compuany in issue us ut

the dute of the pussing of this resolution, und this upproval shull be limited accordinyly; 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:

(g)  the conclusion of the hext anhual general meeting of the Compuany;

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

Bermudu (us amended) or uny dpplicable laws to be held; and

(c) the dute on which the authority sets out for this resolution is revoked or vuried by the

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

6. "THAT conditionul upon ordinury resolutions nos. 4 und 5 ubove beiny pussed, the uyygreyute

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 uggregate hominal amount of the share capital of the Company that may

be dllofted or agreed conditionadlly or unconditiondlly to be dllotted by the directors of the Company
pursuunt to ordinary resolution no. 4 ubove.”

Special Resolution

7. “THAT the following umendments to the Bye-laws of the Compuny be und are hereby dapproved:

() by udding the followiny definition after the definition of *Act” and before the definition of
“Auditor”:

““ussociute” the meuning uttributed to it in the rules of the Desighuted Stock
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by deleting the definition of “cledring house” in its entirety und replacing it with the followiny
definifion:

““cleuring house” u cleuring house or auuthorised share depository recoghised by the
laws of the jurisdiction in which the shares are listed or yuoted on u

stfock exchange in such jurisdiction.”;

by udding the following words in Bye-law 2(e) after the words “in a visible form”:

*, including where the representation tukes the form of electronic display, provided that

both the mode of service of the relevunt document or notice und the Members’ election

comply with dll applicuble Statutes, rules and regulations”;

by replacing the *.” at the end of Bye-law 2(j) with *; and”;

by adding the following Bye-law 2(k) immediately after Bye-law 2()):

“(k) references to u document beiny executed include references to it beiny executed
under hund or under seul or by electronic sighature or by uny other method and
references to u nhotice or document include u notice or document recorded or stored
in uny diyitul, electronic, electricul, muynetic or other retrievuble form or medium

and information in visible form whether having physical substance or not.”;

by addiny the following words in Bye-law 6 ufter the words “issued share cupital or” and

before the words “uny share premium uccount”:

*, save for the use of share premium us expressly permitted by the Act,”;

by adding the followiny words in Bye-law 43(1)(a) immediutely after the words “cluss of
shares held by him and” und before the words “the aumount puid or ugreed to be considered

us puid on such shares;”:

., in respect of uny shares that are not fully paid,”;
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h) by adding the following words in Bye-luw 51 dffer the words “in uccordaunce with the
reyuirements of uny Desighuted Stock Exchunge” und before the words “to that effect”:

“or by uny medns in such manner us may be uccepted by the Desighuted Stock Exchange”;

0] by umendiny the reference of the existing Bye-luw 76 to Bye-luw 76(1) und addinyg the
following hew Bye-luw 76(2) immediutely ufter Bye-law 76(1):

*(2) Where the Compuny hus knowledge that any Member is, under the rules of the
Desighuated Stock Exchange, required to dbstain from voting onh any particular resolution
of the Compuny or restricted to voting only for or only aguinst any particular resolution
of the Compuny, uny votes cust by or oh behulf of such Member in contravention of

such requirement or restriction shall not be counted.”;
0 by deleting the word “special” in Bye-luw 86(4) und replucing it with the word “ordinary”;

(9] by deleting the existing Bye-law 88 in its entfirety and replacing with the following hew Bye-
law 88:

"88. No person other than a Director retiring at the meeting shall, unless recommended by
the Directors for election, be eligible for election us u Director at any generul meeting
unless u Notice sighed by u Member (other than the person to be proposed) duly
yuulified fo uttend und vote ut the meeting for which such notice is given of his
intention to propose such person for election und ulso u Notice sighed by the person
to be proposed of his willinghess to be elected shull have been lodyed ut the heud
office or ut the Reyistration Office provided that the minimum length of the period,
during which such Nofice(s) are given, shadll be at leust seven (7) days and that the
period for lodgement of such Notice(s) shall commence no eurlier than the day dfter
the desputch of the notice of the yenerul meeting uppointed for such election und

end no luter thun seven (7) duys prior to the dute of such generul meeting.”;

0 by deleting the words "whereupon the Bourd resolves to uccept such resignution” in Bye-
law 89(1);
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(m) by deleting the existing Bye-law 103 in ifs entirety und replacing with the following new Bye-

law 103:

*103. (1) A Director shall not vote (hor be counted in the yuorum) on any resolution of the

Bourd dpproving uny contract or urrungement or uny other proposdl in which he

or uny of his ussociutes is materidlly interested, but this prohibition shall not upply

to auny of the following mutters namely:

)

(i)

@iii)

@iv)

uny contruct or drrahgement for yiving to such Director or his ussociute(s)
uny security or indemnity in respect of money lent by him or uny of his
ussociute(s) or obligutions incurred or undertuken by him or uny of his
ussociute(s) ut the reqyuest of or for the benefit of the Company or any of its

subsidiuries;

any contruct or urrangement for the giving of uny security or indemnity tfo u
third party in respect of u debt or obligution of the Compuny or any of ifs
subsidiaries for which the Director or his associute(s) has himself/themselves
assumed responsibility in whole or in part whether alone or jointly under a

guuruntee or indemnity or by the giving of security;

uny contruct or urrungement concerning un offer of shures or debentures or
other securities of or by the Company or uny other company which the
Compuny may promote or be interested in for subscription or purchase,
where the Director or his ussociute(s) is/are or is/ure to be interested us u

puarticipunt in the underwriting or sub-underwriting of the offer;

uny contfract or urrungement in which the Director or his ussociute(s) is/dre
inferested in the sume Mmunner us other holders of shures or debentures or
other securities of the Compuny by virtue only of his/their interest in shares or

debentures or other securities of the Compuany;
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) uny confruct or urrungement concerning uny other compuny in which the
Director or his ussociute(s) is/ure interested only, whether directly or indirectly,
us un officer or executive or shareholder other thun u compuny in which the
Director und/or his ussociute(s) is/dre beneficidlly interested in shures of thut
compuny, provided that the Director and any of his ussociates are hot in
uyygreygute beneficidlly interested in five (5) per cent. or more of the issued
shares or of the voting rights of any class of shares of such compauny (or any
third compuny through which his interest or thut of uny of his ussociutes is

derived); or

(vi)  uny proposul concerninyg the audoption, modificution or operaution of u share
option or shure incentive scheme, u pension fund or retirement, deuth or
disubility benefits scheme or other arrangement which relates both to
Directors, his ussociates and employees of the Compauny or any of its
subsidiaries and does hot provide in respect of any Director or his ussociates(s)
us such uny privileye or udvuntuye not yenerully uccorded to the cluss of

persons to which such scheme or fund relutes.

(2) A compuny shall be deemed to be u compuny in which u Director and/or his
ussociute(s) owns five (5) per cent. or more if und so lony us (but only if and so
long us) he und/or his ussociutes (either directly or indirectly) are the holders of or
beneficidlly interested in five (5) per cent. or more of uny cluss of the equity shure
cupitdl of such compuny of the voting rights avuilable to members of such compuny
(or of uny third compuny through which his interest or that of any of his associates
is derived). For the purpose of this paragraph there shall be disregarded any shares
held by u Director or his ussociute(s) us bure or custodiun trustee and in which he
or uny of them hus/have no beneficiul interest, uny shares comprised in d frust in
which the interests of the Director or his ussociute(s) is/are in reversion or remuinder
if and so lony us some other person is entitled to receive the income thereof, und
uny shuares comprised in an authorised unit trust scheme in which the Director or his
ussociute(s) is/ure interested only us u unit holder und uny shures which carry no
voting right at generul meetinygs and very restrictive dividend und return of cupitdl
right.
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Where g compuny in which a Director and/or his associate(s) holds five (5) per
cent. or more is/ure muteridlly interested in a fransaction, then that Director and/

or his ussociute(s) shull ulso be deemed muteridlly interested in such transaction.

If any guestion shall urise ut any meeting of the Bourd us to the muateridlity of the
interest of u Director (other thun the chairman of the meeting) or his ussociate(s)
or us tfo the entitlement of uny Director (other than such chuairman) fo vote und
such yuestion is hot resolved by his voluntarily agreeing to ubstuin from votinyg,
such guestion shall be referred to the chairman of the meeting und his ruling in
relation to such other Director shall be finul and conclusive except in u cuse where
the hature or extent of the interest of the Director und/or his ussociute(s) concerned
us known to such Director hus not been fuirly disclosed to the Board. If uny guestion
us uforesuid shull drise in respect of the chairmun of the meeting such yuestion
shull be decided by u resolution of the Bourd (for which purpose such chairman
shall hot vote thereon) und such resolution shall be final and conclusive except in
u cuse where the nuture or extent of the inferest of such chuirman and/or his

ussociutes us known to such chairmun hus not been fuirly disclosed to the Bourd.”;

(n) by inserting the words “und Bye-luw 153A” ufter the words “Subject to Section 88 of the Act”

in Bye-luw 153;

(o) by inserting the followiny Bye-law us g hew Bye-law 153A:

"163A.

To the extent permitted by und subject to due compliunce with dll upplicuble
Stututes, rules und reygulutions, including, without limitaution, the rules of the
Desighuted Stock Exchunge, und to obtaining dll hecessary cohsents, if any,
reyuired thereunder, the requirements of Bye-law 153 shull be deemed sutisfied in
relution to uny person by sendiny to the person in uny munner not prohibited by
the Statutes, a summary financial statement derived from the Compuny’s annudl
uccounts und the directors’ report which shall be in the form und contuining the
informution required by upplicuble luws und reguldtions, provided thut uny person
who is otherwise entitled to the unnudl finunciul stutements of the Compuny und
the directors’ report thereon muay, if he so requires by notice in writing served on
the Compuny, demand that the Compuny sends to him, in addition fo a summary
financial statement, a complete printed copy of the Compuny’s annual financial

statement and the directors’ report thereon.”;
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(9) by inserting the following Bye-law ds a new Bye-law 153B:

"1563B.

The requirement to send to a person referred to in Bye-law 153 the documents
referred to in that provision or u summury finuncial report in uccordunce with Bye-
law 153A shdll be deemed sutisfied where, in uccordunce with all gpplicuble
Stututes, rules und reygulutions, including, without limitution, the rules of the
Desighated Stock Exchunge, the Compuany publishes copies of the documents
referred to in Bye-law 153 und, if applicable, a summauary financial report complying
with Bye-law 153A, on the Compuany’s computer hetwork or in any other permitted
maunner (including by sending uny form of electronic communicution), und that
person hus agreed or is deemed to have ugreed fo treut the publication or receipt
of such documents in such manner us discharging the Compuny’s obligation fo

send to him a copy of such documents.”; and

W by delefing the existing Bye-laws 160 and 161 in their enfirety and replacing them with the

followiny Bye-luws:

*160.

Any Notice or document (including uny “corporute communicution” within the
meuniny uscribed thereto under the rules of the Desiynuted Stock Exchunye),
whether or not, to be given or issued under these Bye-laws from the Company fo u
Member shull be in writing or by cuble, telex or fucsimile trunsmission messuye or
other form of electronic transmission or communicution and any such Notice und
document muy be served or delivered by the Compuny oh or to uny Member
either personully or by sendiny it through the post in u prepuid envelope uddressed
to such Member dt his registered address us uppeduring in the Reygister or ut uny
other address supplied by him to the Company for the purpose or, as the cuse may
be, by transmitting it to any such address or transmitting it fo any telex or facsimile
tfransmission humber or electronic number or uddress or website supplied by him to
the Compuny for the giving of Nofice to him or which the person transmitting the
notfice reusonubly und bonu fide believes ut the relevant time will result in the
Notice beiny duly received by the Member or may dlso be served by advertisement
in appointed newspupers (us defined in the Act) or in hewspupers published duily
and circulating generdlly in the territory of and in accordunce with the requirements

of the Desighuted Stock Exchunge or, to the extent permitted by the applicuble
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laws, by placing it on the Compuny’s website, und yiving to the Member u notice
stating that the notice or other document is avuilable there (u “notice of
availability”). The hotice of availability may be ygiven to the Member by dany of the
meuns set out ubove. In the cuse of joint holders of u shure dll hotices shull be
yiven to that one of the joint holders whose nhume stunds first in the Reyister und
notice so yiven shull be deemed u sufficient service on or delivery to dll the joint

holders.
Any Notice or other document:

() if served or delivered by post, shall where uppropriute be sent by dirmuil
und shuall be deemed to have been served or delivered on the day following
that on which the envelope contdining the sume, properly prepuid und
addressed, is put intfo the post; in proving such service or delivery it shall be
sufficient to prove that the envelope or wrapper contdining the notice or
document wus properly uddressed und put into the post und u certificute in
writing sighed by the Secretary or other officer of the Company or other
person uppointed by the Bourd thut the envelope or wrupper contuininy
the hotice or other document wus so uaddressed und put info the post shall

be conclusive evidence thereof;

(b) if sent by electronic communicution, shuall be deemed to be yiven on the
day on which it is tfransmitted from the server of the Compuny or its ugent. A
notice pluced on the Compuny’s website, is deemed yiven by the Compuny
fo o Member onh the duy following that on which a hotice of avdilability is
deemed served on the Member;

©) if served or delivered in uny other munner contemplated by these Bye-laws,
shull be deemed to have been served or delivered ut the time of personul
service or delivery or, us the cuse muy be, ut the time of the relevunt
desputch, transmission or publicution; und in proving such service or delivery
u certificate in writing sighed by the Secretary or other officer of the Compauny
or other person duppointed by the Bourd us o the fuct and fime of such

service, delivery, desputch, transmission or publicution shull be conclusive

Annual Report 2004 -

evidence thereof; und



62 Notice of Anhuul Generul Meeting

(d) muy be ygiven to u Member either in the English languuge or the Chihese
lunguuge, subject to due compliunce with dll applicuble Statutes, rules and
regulutions.”.”

Hony Kony, 23rd June, 2004

Heud Office und Principul

Place of Busihess in Hohy Konhy:

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 meeting convened by the ubove notice is entitled to uppoint
another person us his proxy to uttend und vote insteud of him. A proxy need not be u member of the

Compuny.

(D) In order to be vdlid, the proxy form together with the power of uttorney or other authority, if uny, under which
it is signed, or u certified copy of such power or authority, must be deposited ut the Compuny’s branch share
reyistrur und frunsfer office in Hony Kony, Tenyis Limited ut Ground Floor, BEA Hurbour View Centre, 56 Gloucestor
Roud, Wunchui, Hohy Kony, not less thun 48 hours before the time dppointed for holding the meeting or uny

adjourned meetiny.

(iii) Delivery of un instrument uppointing u proxy should not preclude u member from uttendiny und votiny in
person ut the meetiny convened und in such event, the instrument uppointing a proxy shull be deemed to be

revoked.
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By order of the Bourd
Li Ting
Chdirman





