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PART I

ITEM 1: DESCRIPTION OF BUSINESS
BACKGROUND

Amaru, Inc. (the "Company”) is in the business of broadband
entertainment-on-demand, streaming via computers, television sets, PDAs
(Personal Digital Assistant) and the provision of broadband services.
Its business includes channel and program sponsorship (advertising and
branding); online subscriptions, channel/portal development (digital
programming services); content aggregation and syndication, broadband
consulting services, broadband hosting and streaming services and
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E-commerce.

The Company is alsc in the business of digit gaming (lottery). The
Company has an 18 year license to conduct nation wide lottery in
Cambodia. The Company through its subsidiary, M2B Commerce Limited,
signed an agreement with Allsports International Ltd, a British Virgin
Islands company to operate and conduct digit games in Cambodia and to
manage the digit games activities in Cambodia. On March 25, 2009, the
Company was notified that the digit game lottery operations have been
suspended by the government of Cambodia as part of the suspension of
all lotteries in Cambodia.

The Company believes at this time that the suspension of the digit
games 1s permanent, as the Government of Cambodia has closed the gaming
business by the order of its Ministry of Economy and Finance. See Note
15.

The key business focus of the Company is to establish itself as the
leading provider and creator of a new generation of
Entertainment-on-Demand and E-Commerce Channels on Broadband, and 3G
(Third Generation) devices.

The Company delivers both wire and wireless solutions, streaming via
computers, TV sets, PDAs and 3G hand phones.

At the same time the Company launches e-commerce channels {portals)
that provide on-line shopping and pay per view services but with a
difference, merging two leisure activities of shopping and
entertainment. The entertainment channels are designed to drive and
promote the shopping portals, and vice versa.

The Company's business model in the area of brecadband entertainment
includes e-services, which would provide the Company with multiple
streams of revenue. Such revenues would be derived from advertising and
branding (channel and program sponsorship); on-line subscriptions;
online games micro-payments; channel/portal development (digital
programming services); content aggregation and syndication; broadband
consulting services; on-line shopping turnkey solutions; broadband
hosting and streaming services; E-commerce commissions and on-line
dealerships.

The Company was incorporated under the laws of the state of Nevada in
September, 1999. The Company's corporate offices are located at 62
Cecil Street, #06-00 TPI Building, Singapore 049710; telephone (65
€3329287. The corporate website is located at www.amaruinc.com.
Information included on the website is not a part of this annual
report.

As of February 25, 2004 (the "Closing Date"), Amaru acquired M2B World
Pte. Ltd. (M2B World), a Singapore corporation, in exchange for
19,500,000 newly issued "restricted" shares of common voting stock of
the Company and 143,000 "restricted"” Series A Convertible Preferred
Stock shares to the M2B World shareholders on a pro rata basis for the
purpose of effecting a tax-free reorganization pursuant to sections
351, 354 and 368(a) (1) (B) of the Internal Revenue Code of 1986, as
amended pursuant to the Agreement and Plan of Reorganization by and
between the Company, M2B World and M2B World shareholders. As a
condition of the closing of the share exchange transaction, certain
shareholders of the Company cancelled a total of 1,457,500 shares of
common stock. Bach one (1) ordinary share of M2B World has been
exchanged for 1.3636363 shares of the Company's Common Stock and 100
shares of the Company's Series A Convertible Preferred Stock. Each
share of the Company's Series A Convertible Preferred Stock had a
cenversion rate of 38.461538 shares of the Company's common stock.
Following the Closing Date, there were 20,000,000 shares of the
Company's Common Stock outstanding and 143,000 shares of the Company's
Series A Convertible Preferred Stock outstanding. Immediately prior to
the Closing, there were 500,000 shares issued and outstanding. All of
the Series A Convertible Preferred Stock was subsequently converted
into shares of common stock of the Company.

1

The restructuring and re-capitalization has been treated as a reverse
acquisition with M2B World becoming the accounting acquirer. The
historical financial statements prior to the closing of the transaction
are those of M2B World.

BUSINESS OVERVIEW

The Company, through its subsidiaries under the M2B and new WOWtv brand
names, is in the Broadband Media Entertainment business, and a provider
of interactive Entertainment-on-demand and e-commerce streaming over
Broadband channels, Internet portals, and 3G (Third Generation) devices
globally.

The Company has launched multiple Broadband TV websites with
entertainment and cnline shopping content, with multiple content
channels designed to cater to various consumer segments and lifestyles.
Its content covers diverse genres such as movies, dramas, comedies,
documentaries, music, fashion, lifestyle and more. The Company markets
its products globally through its “M2B" and "WOWtv" brand names.
Through these brands, the Company offers access to an expansive range
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of content libraries for aggregation, distribution and syndication on
Broadband and other media, including rights for merchandising, product
branding, promotion and publicity.

The Company was also in the business of digit gaming (lottery). The
Company has an 18 year license to conduct nationwide lottery in
Cambodia. The Company through i1ts subsidiary, M2B Commerce Limited,
signed an agreement with Allsports Limited, a British Virgin Islands
company to operate and conduct digit games in Cambodia and to manage
the digit games in Cambodia. On March 25, 2009, the Company was
notified that the digit games were suspended by the Cambodia Government
as part of the suspension of all lotteries in Cambodia. The suspension
of the digit games is expected to be permanent as the Government of
Cambodia has closed the gaming business by the order of its Ministry of
Economy and Finance.

Globally, Amaru, Inc. is expanding through several of its subsidiaries,

including:
<C>
1. M2B World, Inc. - focuses on the US market and is based in
Hollywood, California
2, M2B World Asia Pacific Pte. Ltd. - oversees the Asia Pacific business and directs
the Asian markets through this office and
representative office in Chengdu, China
8Io M2B Australia Pty. Ltd. - oversees Oceania markets
4. M2B Entertainment, Inc. - oversees Canadian market
5. M2B Commerce Limited - focuses on digit games in Cambodia
6. M2B World Travel
Singapore Pte Ltd.
- offers e-travel
services
7. Amaru Holdings Limited - focuses on content syndication and distribution
in areas other than Asia Pacific region
8. M2B World Holdings Limited - focuses on content syndication and distribution
in Asia Pacific region
9. M2B World Pte. Ltd. - provides management services to fellow
subsidiaries of the Company
10. Tremax International Limited - operates as an investment holding company
11. M2B World Travel Limited - oversees online travel and related business

The Company offers consumers personalized entertainment through its
wide range of brcadband streaming channels available via
www.amaruinc.com and www.wowtv.com.

BUSINESS STRATEGY

Our business strategy is to become a premier diversified media,
e-commerce and e-lifestyle company. We adopt the latest broadband,
e-commerce and communications technology and leverage on our
international premium content and programming expertise. This is how we
deliver online entertainment, lifestyle products and services to our
customers.

Our goal is to constantly identify fresh market opportunities and to
stay ahead of changes in the broadband media and related e-commerce
industry. We believe that we can accomplish this by continuing to
satisfy customers' needs for a convenient, comprehensive and
personalized source of broadband video content, services and
information with pleasant user experiences. Through our business plan
implementation, we aim to become a leading Broadband Media
Entertainment business, providing interactive Entertainment-on-demand
and e-commerce streaming over Broadband channels, Internet portals, and
3G devices globally.

We intend to continue leveraging on our competitive strengths to attain
a leadership position in the industry.

COMPETITIVE STRENGTHS

The Company's competitive strengths are:

CONTENT LIBRARY

The Company owns a library of content that covers a wide range of
genres, of which the majority includes worldwide rights in perpetuity
on the broadband. This enables the Company to deliver a rich and

diverse variety of on-demand streaming video content that suit the
lifestyle and taste of different consumer segments, across different
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countries - thereby massing a glcbal base of viewers to attract
advertisers to 1ts delivery platforms on the PC, 3G devices and TV. The
Company has built relationships with content distributors in the U.S.
and Asia that enables it to continually source for content that meet
the changing demands and taste of the customers and advertisers.

GLOBAL VIDEO STREAMING NETWORK

The Company has also developed and implemented a global video streaming
network that enables it to deliver high quality on-demand video
streaming programs from its rich library of content rights to a
worldwide audience of broadband users. This global video streaming
network 1s completely integrated with firewalls, loading balancing
protocols, bandwidth and consumer monitoring systems and payment
gateways to enable worldwide billing. In addition, the Company has its
own digital post-production and design capabilities to fully manage
content rights protection, user experience and specialized programming
for all its consumer-facing delivery platforms. This end-to-end
broadband streaming infrastructure enables the Company to customize and
diversify its products and services, incorporating video-on-demand and
e-commerce services.

MULTIPLE REVENUE STRENGTHS

The Company's diversified delivery platforms enable it to capitalize
and generate multiple revenue streams by targeting different consumer
segments over broadband, across different geographic markets. The
multiple revenue streams comprise of advertising, subscriptions,
sponsorships, online shopping and games, as well as licensing and
content syndication and turn-key broadband consulting solutions, The
Company's goal is not to be excessively dependent on any one single
revenue source. Its library of content rights combined with its global
video streaming network supports the Company's future growth strategy
that focuses on multiple growth areas and territories. The Company can
thereby cost-effectively tailor its broadband websites and services to
suit different cultures, consumer behavior and clients needs in
different geographical locations, The Company is also able to localize
its products and services to sustain loyalty of its viewers and
consumers.

KEY ALLTANCES

The Company has entered into strategic alliances and / or agreements
with key providers to support the marketing and distribution of its
products and services in different territories. Among its key providers
are Baidu (China), Zingmobile Pte Ltd {Singapore), MOL Media Sdn Bhd
(Malaysia), MOL AccessPortal Berhad (Malaysia), Webvisions Pte Ltd
(Singapore), Zentek Technology (Japan)and two regional advertising
agencies, Admax Network Holdings Limited (based in Singapore) and
Innity Sdn Bhd (based in Malaysia). The Company will continue to forge
strategic partnership opportunities including the area of web-enabled
mobile devices and extend its accessibility to customers of its
broadband websites and services.

GROWTH STRATEGIES
The Company's growth strategies consist of:

o Continuing to build its library of content rights on the
broadband to provide sustained high quality on-demand
video-based entertainment and e-commerce that will maintain
and grow its worldwide base of viewers.

o Penetrating new markets to deliver M2B and WOWtv branded
content to any screen including PC, 3G and TV, as well as
wireless mobile devices like PDAs and to establish new
delivery channels to meet the changing preferences of viewers
and consumers, worldwide.

o Capitalize on its growing worldwide viewer and consumer base
by aggressively signing up subscribers, as well as advertisers
onto its on-demand interactive broadband delivery channels for
entertainment, online games and e-commerce.

Consumers access the Company's entertainment sites through its main
website, www.amarinc.com or directly go to the entertainment sites at
www.wowtv.com.

NEW PRODUCT OFFERINGS

In Rugust 2007, M2B World Asia Pacific Pte Ltd, a subsidiary company of
Amaru which oversees the Asia Pacific markets, launched a new broadband
entertainment web TV service, called WOWtv. The Company intends that
WOWtv serve as its new brand for its broadband entertainment services.
WOWtv had therefore combined and incorporated all the Company's
previous entertainment websites into one leading site. WOWtv streams
multiple video-on-demand channels of Hollywood and Asian entertainment.

In Augqust 2008, a new enhanced version of WOWtv called WOWtv NEW was
launched to promcte further this premier perscnalized broadband
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entertainment channel.

The new enhanced site, WOWtv NEW is expected to customize user
experience through expanded features. These features include:

o High Definition streaming

o New Community and User Generated Content
o Live TV broadcast

o Social Networking

All these features compliment the existing extensive VOD service
available on WOWtwv.

The service was also revamped into two main tiers, namely

o Free Tier - Web TV channels are provided free to
viewers without the need to register and are
advertising supported.

o Subscription Tier - Web TV channels are provided to
registered subscribers for a pay-per-view fee.

L]

The initiatives were taken to retain and expand viewership. The plan
for an extended viewership base through the expanded features is
expected to value add to the WOWtv service and potentially lead to new
revenue sources and increase advertising revenue in the years ahead.

The WOWtv service had, as of February 2009, been further developed and
relaunched on a global basis in addition to the site in Singapore. In
April 2009, the WOWtv service was extended to cover China with the
launching of its Chinese site. The WOWtv global service is available on
www.Wwowtv.com, the Singapore service on sg.wowtv.com. and the China
service on cn.wowtv.com.

CONSUMER MARKETING

The Company's broadband entertainment websites attract viewers from all
over the world. The Company's strategy of converting visitors into
customers lies in a combination of incentives, including seasonal and
purchase-related promotions that take advantage of the Company's
customer database and broadband websites.

The Company plans to negotiate special rates and benefits to obtain
access to a superior online inventory for the customers. The increasing
scale of the business will enable the Company to negotiate on more
favorable terms. Through research with visitors and customers, the
Company is developing new programs and features (including
personalization and loyalty incentives) that would turn visitors into
customers and maintain loyalty.

The Company also employs a variety of online and traditional media
programs and promotional activities such as:

(a) Advertising

The Company invests in both online and traditional advertising
to drive traffic to our broadband websites. To generate
traffic to M2B and WOWtv's broadband websites in a cost
efficient manner, the Company purchased targeted keywords and
textlinks in reasonably high volume. The Company also
advertises in traditional print and broadcast media to
increase the awareness of its service, product enhancements
and retail offerings.

(b} Public Relations

The core of our public relations effort is media relations and
industry analyst relations. We maintain relations with
journalists and industry analysts to help secure unbiased,
third-party endorsements for the Company. We pursue coverage
by online publications, search engines and directories.

(c) Co-marketing, Promotions and Loyalty Programs

We intend to continue to establish significant co-marketing
relationships to promote our service and to sponsor contests
that coffer M2B and WOWtv related prizes. These programs
typically invelve participation with our partners. We intend
to enter into additional co-marketing relationships in support
of our marketing strategy. From time to time, we offer various
incentives and awards to our existing customer base. These
incentives are designed to increase customer loyalty and
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awareness of the M2B and WOWtv brands.
(4} Direct Marketing

The Company maintains a database which includes customers
profiles and preferences and other key customer attributes.
This data enables us to track the effectiveness of promotions
and incentives and to understand seasonal and other trends in
order to create and quickly implement marketing programs
targeted to specific customer segments. In addition, we
regularly communicate with our customers through targeted
e-mail.

The Company, while growing the business, also aims to maintain
profitability. While it executes its growth strategies, it
also controls costs. It intends to continue to implement
programs to control the cost of revenues and reduce operating
costs through technology and productivity management,
economies of scale and financial controls. This strategy
should enable us to provide our products to customers on a
cost competitive basis.

BUSINESS SEGMENTS

Our principal operations are carried out through the following three
segments of our business:

1. Entertainment Services - Video on-Demand services for
entertainment, providing the Company with advertising,
subscriptions, online games and e-commerce revenues

2. Digit Games

ENTERTAINMENT SERVICES

The Company provides online entertainment on-demand on Broadband
channels, Internet portals and 3G devices across the globe, for
specific and identified viewer lifestyles, demographics and interests.
Entertainment and web visit experience is maintained throughout from
the initial viewing experience to on-line purchases and payment
checkout experience.

The Company uses Broadband technology to provide its services.
Broadband technology is defined as high speed, high-bandwidth, two-way
data, voice and video communications, delivered at high transmission
rates.

SERVICES: Broadband technology allows us to deliver the following
services::

o Video-on-demand (VOD) services that enable
individuals to select videos from a Central Server,
on-demand 24 hours a day, 7 days a week, for viewing

on:
o Television screens (Set top Box Technology)
o PCs (Digital Subscriber Line (DSL) Technology)
o Personal Digital Assistants(PDA}, 3G hand phones
{Wireless Technology}
[} E-Commerce or online purchases - linked interactively

to the VOD platforms on broadband. Consumers choose
to buy products online as they watch the videcs.

The Company applies broadband technologies to facilitate its growth in
the broadband sector. Its main competitive advantage is derived from
its ownership of rights for various territories on broadband for its
contents i.e. movies, televisions, dramas and programs on lifestyles,
business and glamour.

The Company has built and installed its broadband streaming system
complete with firewalls, load balancing, bandwidth and consumer
monitoring systems, which include video streaming, video storage and
web servers in Singapore. The Company has also developed its streaming
applications to stream into television sets, via a set top box.

The Company has developed a capability to stream wireless broadband and
have its own digitized entertainment sites for wireless broadband
applications.

The Company offers consumers perscnalized entertainment through its
wide range of broadband streaming channels available at

www.amaruinc,com, www.wowtv.com, sg.wowtv.com and cn.wowtv.com.

&
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PRODUCTS: We offer the following products on the VOD platform:

e} Entertainment - Consumers access movies, music,
glamour and fashion, lifestyle (hobbies, cooking, and
personalities), documentaries, sports, health and
fitness and others. They can choose from a large
number of different channels depending on their
interests or lifestyle preferences.

[¢] E-Commerce - Consumers can purchase products online,
view videos on a pay-per-view basis and make payments
online.

With this strategy, the Company aims to generates diversified sources
of revenue from:

1. Advertising i.e. program and channel sponsorship

2. Online subscriptions

3. Channel/portal development i.e. digital programming services

4. Content aggregation and syndication

5. Broadband consulting services and online shopping turnkey solutions

6. E-commerce services

The Company is constantly in the process of redesigning and adding
improvements to its Broadband websites. The current Broadband websites
and products, which may change from time to time are highlighted below.

WOWTV - WEB TV SERVICE

WOWtv, a broadband entertainment web TV service, has embarked on
launching its site across the Asia Pacific, streaming multiple channels
of Hollywood and Asian entertainment via video on-demand and providing
E-commerce services. Its video cn-demand content covers diverse genres
such as movies, television dramas, variety shows, documentaries,
fashion, lifestyle, sports, edutainment and more. WOWtv can be viewed
on www.wowtv.com.

Beginning with Singapore, WOWtv is set to expand globally with its new
global site and across the Asia Pacific. Having launched its global and
China sites in 2009, it intends to expand its growing presence to
specific territories, namely India, Indonesia and Malaysia within the
next 12 months. The Company has plans to incorporate a video e-travel
portal and possibly e-travel services within its WOWtv site. No
assurance can be given that such plans will materialize as planned.

LEVERAGING ON THE STRENGTHES OF WOWTV

WOWtv is an innovative platform that will establish a first mover
advantage to become the first Pan-Asian broadband entertainment
services provider. Its strengths and competitive advantages include:

Content Aggregation, Distribution and Syndication - with the technology
and expertise to stream with high clarity and also manage operations
and costs well,

Premium Content Portfolio - with a vast library of worldwide broadband
rights of film and content, copyright ownership and exclusivity on the
majority of broadband titles.

Strong relationships in Asia and Hollywood - with good connections to
enable it to make further in-roads to content acquisition.

Broadband Distribution Deals - with secured broadband distribution
deals with major media companies.

7

MARKETING STRATEGY OF WOWTV

WOWtv's marketing strategy is to offer viewers a plethora of video
on-demand entertainment over two segments on its website, where
consumers will get a chance to sample its products and services in
different tiers - FREE and SUBSCRIPTION (PAY-PER-VIEW).

DIGIT GAMES

The Company has an 1B-year license to conduct nation wide lottery in
Cambodia. The Company also signed an agreement with Allsports Limited,
a British Virgin Islands company, to operate, administer, and manage
the lottery digit games activities in Cambodia. On March 25, 2009, the
Company was notified that the digit games were suspended by the
Cambodia Government as part of the suspension of all lotteries in
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Cambodia. The suspension of the digit games is expected to be permanent
as the Government of Cambodia has closed the gaming business by the
order of its Ministry of Economy and Finance.

MAJOR EVENTS IN FISCAL YEAR 2009 FOR ENTERTAINMENT SERVICES

On March 31, 2009, the Company signed an agreement with Beijing Baidu
Network Science and Technology Co Ltd ("Baidu") to launch the WOWtwv
platform in China. The agreement was a strategic partnership with Baidu
to provide content services to Baidu.com users.

0 On April 17,2009, the Company signed a strategic cooperation
agreement with LTDnetwork Inc. who owns the brand name and music site
called QTRAX. QTRAX is the world's first free and legal peer-to-peer
music service. Both parties agreed to look into areas to promote each
other's site to increase internet traffic and to exploit each other's
content.

o On Augqust 1, 2009, the Company signed an agreement with MOL
AccessPortal Berhad ("MOL") to launch the WOWtv content and services
through MOL's distribution network and implement MOLepoints as the
exclusive third party online micropayment solution for WOWtv content
and services glcbally. The revenue share agreement with MOL allows the
Company to have a 65% share of all payments for WOWtv's pay-per-view
content transacted via the MOL distribution network and micropayment
system.

© On October 16, 2009, the Company signed an agreement with Admax
Network Holdings Limited("Admax"), one of the leading online
advertising networks in South East Asia to include the Company's WOWtw
sites in their advertising networks. Admax will pay the Company sixty
percent (60%) of the amount due Admax Networks from advertisers for
advertisements.

o On November 2, 2009, the Company entered into an agreement with
Cyberventures Sdn Bhd, ("Cyberventures"), and MOL Media Sdn Bhd., ('"MOL
Media"), beth companies incorporated in Malaysia to launch the WOWtv
services and content in Malaysia. M2B shall assign the rights of the
content library for Malaysia on a non-exclusive basis for use on the
IPTV, web and mobile platforms to MOL Media for use in Malaysia and the
Friendster Community, for a fee of USD 4.5 million payable in the
shares of MOL Media. M2B intends to carry out an independent valuation
of the content library assigned to MOL Media on an annual basis. The
Agreement further provides that MOL Media and M2B shall endeavor to
raise USD 500,000/- in new offering for MOL Media to develop the
business con the IPTV, mobile and web platforms in Malaysia. This new
funding shall be raised at the same rate as the new shares to be issued
to M2B. This fund raising shall precede the issue of the new shares to
M2B, which makes it a condition that has to be met before M2B receives
the new shares. The Company expects that the agreement with MOL Media
should grow the Company's brand and its content, and contribute to the
Company's revenues.

o As of December 2, 2009, the Company through its subsidiary, M2B World
Asia Pacific Pte. Ltd., signed an agreement with Innity Sdn Bhd({(the
"Agreement"), one of the leading online advertising networks in South
East Asia and listed on the Malaysia Stock Exchange, to include the
Company's WOWtv sites in their advertising networks. Pursuant to the
terms of the Agreement, Innity Sdn Bhd will pay the Company sixty
percent (60%) of the amount due Innity networks from advertisers for
advertisements, plus any applicable taxes for such amounts.

o As of December 15, 2009, the Company through its subsidiary, M2B
World Asia Pacific Pte. Ltd. ("M2B"), signed an agreement with
Zingmobile Pte Ltd. ("Zingmobile"), a Singapore corporation (the
"Bgreement"), one of the leading companies for publishing value-added
mobile content, services and applications for mobile market. Zingmobile
is listed on Australian Stock Exchange. Pursuant to the terms of the
Agreement, Zingmobile shall launch M2B's content and services on mobile
platforms of telecommunication companies and mobile service providers
in the territories of Indonesia, Malaysia and Bangladesh. Services will
be launched first in Indonesia with Telkomsel, Indosat and XL. M2B and
zingmobile shall share 50% of the net revenue collected with
Zingmobile.

ONGOING DEVELOPMENTS OF 2009 INITIATIVES

Following the launch of the enhanced WOWtv NEW in August 2008, the
Company launched a new global WOWtv service in February 2009 and a new
China WOWtv service in April, 2009. The Company intends to further
enhance this global services in 2010 and by marketing its viewership
globally,

and extending the site features with more value added services like
Social Networking, User Generated Content and High Definition
streaming. The Company plans to launch more country sites in 2010
designed to fit specific country viewerships. The Company hopes to
launch in 2009 WOWtv sites specially targeted at major markets in Asia,
namely India, Malaysia and Indonesia.

The current trial of the Company's IPTV services and set-top boxes in a
major hotel in Malaysia is currently underway. The Company is working



