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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Form 10-KSB contains forward-looking statements about the business,
financial condition and prospects of the Company that reflect assumptions made
by management and management's beliefs based on information currently available
to it. We can give no assurance that the expectations indicated by such
forward-looking statements will be realized. If any of management's assumptions
should prove incorrect, or if any of the risks and uncertainties underlying such
expectations should materialize, the Company's actual results may differ
materially from those indicated by the forward-looking statements.

The key factors that are not within the Company's control and that may have
a direct bearing on operating results include, but are not limited to, the
acceptance by customers of the Company's products and services, the Company's
ability to develop new products and services cost-effectively, the ability of
the Company to raise capital in the future, the development by competitors of
products or services using improved or alternative technology, the retention of
key employees and general economic conditions.

There may be other risks and circumstances that management is unable to
predict. When used in this Form 10-KSB, words such as, "believes," "expects,"
"intends," "plans," "anticipates" "estimates" and similar expressions are
intended to identify forward-looking statements, although there may be certain
forward-looking statements not accompanied by such expressions. All
forward-looking statements are intended to be covered by the safe harbor created
by Section 21E of the Securities Exchange Act of 1934.

3
PART I
Item 1. DESCRIPTION OF BUSINESS
Overview
Joystar, Inc., a California corporation ("Joystar", "Company" or "we") is one of

the fastest growing travel agency networks. The Company specializes in selling
complex travel products including cruises, vacation packages and group travel
through its national sales force of over 1,300 of independent travel agents.
Joystar's comprehensive business solutions combine innovative technology,
marketing opportunities and expert support services to independent and
home-based travel agents giving them more time to sell travel. With Joystar,
professional travel agents can concentrate on promoting travel and servicing
their clients without the administrative and financial burden of
owning/operating a traditional storefront travel agency.

The Company maintains its corporate offices at 95 Argonaut St. First Floor,
Aliso Viejo, CA 92656. The Company's telephone number is (949) 837-8101.



Edgar Filing: Joystar Inc - Form 10KSB

Business of the Company

Joystar specializes in selling complex travel products including cruises,
vacation packages and group travel through its national sales force of over
1,300 of independent travel agents. As of April 14, 2005 the Company's
membership was 1,385 agents. Joystar's main revenue models are:

TRAVEL AGENCY MODEL

Under the travel agency model, the Company acts as either an intermediary, or a
merchant. When we transact travel bookings acting as an intermediary in the
transaction, we pass a customer's reservation to the travel supplier (airline,
hotel, cruise line, car rental, etc.). The Company receives a commission from
the travel supplier after the travel is completed. In the agency transaction,
the supplier sets the retail price paid by the customer, and is the merchant of
record for the transaction. In a merchant transaction, Joystar receives access
to consolidator fares (wholesale airline seats and hotel rooms) from suppliers
at deeply discounted negotiated rates. Joystar determines the "mark-up" and
processes the transactions as the merchant of record. Acting as a merchant
enables Joystar to achieve a higher level of gross profit than in the agency
model and generally provides better prices to customers than an agency
transaction. Integrating merchant inventory with the online booking technology
platform enables the Company to create a significant benefit to the Company's
agents, customers and preferred suppliers.

HOST AGENCY MODEL

The Company provides syndicated technology, hosting, and support services to a
growing network of professional home-based travel agents. Joystar provides its
agents with all of the training, tools and back office support for them to
operate a successful and rewarding business. In addition to the commissions
earned, Joystar's national sales force of independent agents are granted stock
options in the Company. Additional benefits to Joystar agents include access to
Solo 401K retirement plans and 529 college saving plans for the agents' children
and grandchildren.

PROFESSIONAL HOME-BASED TRAVEL AGENTS

Experienced travel agents and travel agency owners are closing their
"storefronts" en masse in an effort to control costs. The Company has developed
three programs to address the unique needs of its travel agents.

Agent Advantage Pro and Pro-100 Programs for Agents

PRO-100 offers independent and home-based travel agents all of the benefits of
the Company's popular, AGENT ADVANTAGE PRO, including a consumer website and
"Agents Only" extranet and live toll free support. The difference between the
two programs: Agent Advantage 1s free and agents receive 90% of the commissions
they generate and the monthly fee for Pro-100 is $199/month and receive 100% of
the commissions they generate. Pro-100 was developed for our agents who generate
more than $24,000 in gross commissions annually. Pro-100 further enhances an
agent's opportunity by passing 100% of the commissions back to them. Joystar
benefits as well from the fixed membership fees and the value of the member's
total bookings and allows the Company to negotiate better commissions and
overrides with the supplier company.

HAP*E is the Company's private-labeled, enterprise solution designed for host
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travel agencies. Enterprise Hap*E program was created for the thousands of
agency owners, managers, and enterprising travel agents. Joystar enables these
agents to operate their own "micro" host agencies. The fees for Hap*E members
begin at $299 per month. Included is the master host agency website as well as
the ability to manage up to ten sub-agents all with their own personalized
websites. Every agent receives access to all Joystar's tools, booking engines,
and marketing programs. The monthly fees go up in $100 per month increments with
each new level offering the ability to manage ten additional agents.

NEW TRAVEL AGENTS

According to the Department of Labor statistics over 13 million people operate a
home-based business. And over 1,500 new home-based businesses are opened every
day. The technology advances within the industry have made it very easy for
people without any traditional travel agency experience to succeed as home-based
travel agents. The benefits of "owning a travel agency" for less than $500,
appeals to a large diverse group of people. From small business owners, to
home-based and internet entrepreneurs - stay at home moms to affluent travelers
- Web masters and super-affiliates to every church, little league, and other
non-profit in the world. The potential market for this model is in the hundreds
of thousands of home-based travel agents and affiliates. In order to ensure the
success of new agents and improve the income of Joystar's experienced agents,
the Company is developing a "mentor" program. Each new agent will be assigned to
a qualifying experienced agent that will provide guidance during their training
period. The commission generated during this mentorship will be shared between
the trainee and the mentor.

Revenues from transaction fees and commissions, generated by the agents from
booking travel with their clients, are shared between Joystar and the agent.
Joystar aims to develop a membership base of 150,000 part-time, home-based
agents, and online affiliates over the next 5 years. The majority of the
members' annual renewal fees in this segment will be $149. We believe that with
the tools, marketing resources and support we provide to their agents, they will
produce an average of $10,000 per year in leisure bookings. Revenue on complex
leisure travel is expected to be approximately 15%.

STRATEGY

When airlines stopped paying travel agency commissions and consumers began
migrating to online agencies for flights, hotels, and cars, many predicted the
demise of the travel agent community. Indeed, thousands of travel agencies did
close their doors, but after three years of consolidation, the travel agent
industry is experiencing an upturn, especially in the complex leisure products
which include cruises, vacation packages, and group travel.

As professional travel agents are adapting and re-branding, a new business model
is emerging - home-based travel agent hosting and IT outsourcing. There are
roughly 25,000 small and mid-sized agencies in America with sales between $1
million and $5 million dollars. Of the estimated 100,000 travel agents here in
the U.S., it is estimated that between 15,000-20,000 have already moved to
home-based operations (Credit Suisse Report).

Independent agents and agency owners are looking for ways to increase revenues,
reduce costs, and streamline operations. They are becoming more and more reliant
on both technology and the Internet. Joystar relieves travel agents of their
non-revenue producing tasks freeing them to do what they do best - sell travel.
Members have access to the industry's most advanced booking engines empowering
them to book flights, Web fares, car rentals, hotel reservations, cruises,
vacations, insurance, and other travel related products.

Joystar is proving to be the hands-down choice for serious professionals that
want to flourish in this changing and exciting time in the industry. Since the
launch of its hosting program in August of 2004, Joystar has signed up over
1,100 agents making it the largest and fastest growing agency in the industry.
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The Company's short-term goal is to be hosting 2,000 professional home based
travel agents by the end of June of 2005 and 3,500-4,000 by year end. To reach
that goal, the Company has implemented an aggressive marketing campaign
targeting both home-based agents and traditional agents contemplating the move
home.

We believe that the hosting models for professional home-based agents will
complement our program for the over 13,000,000 Americans who are operating
home-based businesses. In this model, the Company aims to enroll 50,000 members
by the end of 2006 and 150,000 by 2010. To ensure the success of both
experienced and inexperienced agents, the Company intends to assign part-time
and novice agents to an experienced home-based agent. Revenues from
corporate—assigned sub-agents will be split equally between the new agent, the
booking agent, and Joystar. Joystar's strategy for reaching this massive group
of home-based Entrepreneur covers multiple channels including marketing website,
search engine optimization, Email Marketing and the Company's recently completed
Infomercial.

TARGET MARKET

Consumers planning and purchasing a trip generally engage in a predictable
process that begins with considering destinations, dates and budgets, and
progresses to a series of purchase decisions involving transportation,
accommodations and destination activities. Historically, this planning and
purchasing process has been inefficient because consumers have to spend a
significant amount of time piecing together the information from a variety of
sources. Consumers frequently consulted many different media and people, such as
guidebooks, magazines, travel agents, friends, co-workers and individual travel
suppliers. The supply side of the travel industry can be equally inefficient.
The supplier community includes hundreds of airlines, thousands of hotels,
dozens of car rental companies, numerous vacation packagers and cruise lines and
hundreds of thousands of destination services merchants such as restaurants,
attractions, and local transportation and tour providers. These suppliers spend
substantial amounts of money to reach and attract potential purchasers. The
fragmental nature of the global consumer travel market makes it difficult and
inefficient for suppliers to effectively target those consumers who are
currently engaged in the travel planning process.

Consumers and suppliers rely on travel agents as intermediaries to provide
information on their travel choices and help them purchase their trips. Joystar
travel agents have access to comprehensive information on the availability and
pricing of airline seats through global distribution systems. The Company makes
it possible for our travel agents to provide consumers reliable, comprehensive
travel information.

The Company has been able to combat the inefficiency and fragmentation of the
industry with technology. Joystar uses technology to make the process of
planning and purchasing travel easier for their agents and customers.

GEOGRAPHIC AREA OF SERVICES. The Company plans to offer travel planning services
in the United Sates, the United Kingdom, Canada, and the Puerto Rico. Joystar
products are planned to include direct-to- consumer travel planning services
sold via the Internet and call centers, our co-branded private label business.

RECENT DEVELOPMENTS

On March 1, 2005, Joystar announced that the Company's membership had surpassed
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1,000 professional, home-based agents. This milestone makes the Company not only
one of the fastest growing, but also one of the largest host agency in the
industry in terms of professional agent members. Joystar launched AGENT
ADVANTAGE PRO, its hosting program for professional home-based agents in August
of last year with an initial goal of reaching 500 members by July, 2005. In
November the Company announced hitting the 500 agent mark and by year end
membership had grown to over 700 agents.

A recent report by Credit Suisse/First Boston on the emerging home-based travel
agency model estimates there are between 15,000-20,000 professional home-based
travel agents in America. This number is expected to grow to over 30,000 by 2007
and near 50,000 by 2010. These professional agents, who have left their
traditional storefront travel agencies to operate a home-based agency, represent
an estimated $7.6 billion in travel sales.

On February 28, 2005 Joystar announced a new program for professional home-based
travel agents. PRO-100 offers independent and home-based travel agents all of
the benefits of the Company's popular AGENT ADVANTAGE PRO, including a consumer
website, "Agents Only" extranet and live toll free support.

When implemented later this month, Joystar will offer two booking solutions, a
consumer view and an "Agents Only" booking tool. This combination blends
real-time access to cruise line inventory to deliver the best response times and
closing ratios. The features included are:

Co-branded Private Label Cruise Web-Site - An easy, no maintenance solution
providing cruise content, technology, and fulfillment with no up-front costs.
Private Label Cruise Web-Site - Content, technology, and fulfillment services
are housed in a customized user interface. Maintains look and feel as well as
branding integrity of the partner's Web site. Connectivity as well as access to
robust cruise content, including cruise descriptions, cabin categories, deck
plans, amenities, and more.

In 2005, over 10 million passengers spent approximately $15 billion on cruises.
According to a recent Credit Suisse/First Boston report on "The Emerging
Home-based Travel Agency Model", it is estimated that the current 90/10 channel
mix between travel agents and non-traditional sources (supplier direct and
online agencies) will shift to roughly 75/25 by 2008. Joystar's online cruise
booking solution will allow our agents to stay ahead of the curve.

The Cruise Booking Engine allows consumers and agents to book and manage cruise
reservations online. The integration of the cruise booking engine will provide
both consumers and travel agents with:

- Access to over 30 cruise lines and real-time connectivity to 7 major
cruise lines including - Carnival, Royal Caribbean, Celebrity,
Norwegian Cruise Lines, Princess, Holland America and Windstar.

- A comparative search engine that allows consumers and agents to search
and compare up to four cruises side-by-side.

Joystar's home-based travel agents and pure online travel sellers that sell
cruises now have a technology that will increase sales and enhance profit
margins. The engine also benefits our cruise line partners by reducing sales and
distribution expenses.

On March 15, 2005 Joystar announced the opening of The Joystar Miami Cruise
Center and enhanced commission opportunities for the Company's travel agent
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network. The Florida based Cruise Center will assist our agents in growing their
cruise business. The Joystar Miami Cruise Center adds another important support
component to the largest segment of our business - cruises. Our agent members
benefit from having access to our California support staff, along with a cruise
support staff in Florida. The cruise center staff have years of experience in
selling group and individual cruises.

The Miami Cruise Center has been recognized as a Carnival Top Account; a
Radisson Seven Seas Cruises Top account; a Cunard Inner Circle Agency; a Holland
America Centurion Agency; a Norwegian Cruise Lines Capitan's Club Agency; a
Princess I-Excel Agency and has held Key Account status with Celebrity and Royal
Caribbean Cruise Lines. These preferred supplier relationships give Joystar
agents access to top account commission levels and special promotions. This,
combined with our new online cruise booking engine, empowers Joystar members to
compete head to head, with the likes of Expedia, Travelocity and other large
cruise only agencies.

BUSINESS DEVELOPMENT

The Company 1is developing a global travel marketplace in which travel suppliers
can reach, in a highly efficient manner, a large audience of consumers who are
actively planning and purchasing complex travel products including cruises and
vacation packages. As of April 4, 2005, the Company has a network of over 1,200
professional home-based agents.

In our quest to offer the best hosting services to professional travel agents,
Joystar will begin development on iamatravelagent.com. The Web sites will target
service-oriented consumers who are looking for an experienced travel
professional to help them with their vacation planning. The site is intended to
create consumer leads for qualifying travel agents. To receive consumer leads,
travel agents must hold a professional designation from either The Travel
Institute or, CLIA (Cruise Lines International Association), or IATAN. This
qualification will be the primary value proposition for the consumers. They will
know that they are dealing with "The Best of the Best" the travel industry has
to offer. It will also promote further education and professional standards
within the agent community. Agents that want to benefit from the leads generated
on iamatravelagent.com.

INDUSTRY

According to a recent report by Credit Suisse/First Boston, there are
approximately 20,000 professional travel agents working from their homes. That
number is expected to grow to nearly 50,000 by 2010. This emerging group
represents an estimated $7.6 billion annually in travel sales. While online
travel continues to grow, travel agents are the dominant force in travel
distribution, especially in the complex, high-grossing products including
vacations, cruises, and group travel. A recent study conducted by the Cruise
Line Industry, concluded that 90% of the 10 million people who went on a cruise
last year, booked through a travel agent. THOUSANDS UPON THOUSANDS OF
TRADITIONAL TRAVEL AGENCIES ARE CLOSING THEIR "STOREFRONT" OPERATIONS IN AN
EFFORT TO REDUCE COSTS FUELING THE GROWTH OF THE HOME-BASED SEGMENT. JOYSTAR IS
CAPITALIZING ON THIS RAPIDLY EMERGING MARKET BY PROVIDING THEM EVERYTHING THEY
NEED TO SUCCEED.

Typical of traditional travel agencies in America, the competitive landscape in
the Host Travel Agency space is highly fragmented. The American Society of
Travel Agents reported recently that there are more than 25,000 "Mom & Pop"
travel agencies, each hosting between one and five home-based agents. And while
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there are several "mid-tier" host agencies with sales ranging from $50 million
to $100 million, no dominant player exists. Joystar aims to be that dominant
player in that industry.

COMPANY'S BACKGROUND

Joystar, Inc.was incorporated in the State of California on February 5, 1998
under the name Advanced Refrigeration Technologies, Inc. Its original business
operations consisted of designing, manufacturing and marketing an energy
efficiency evaporator fan motor controller for walk-in refrigerators and
freezers. The Company was unsuccessful in that business and was unable to
continue its operations. Since August, 2002, the Company has been actively
engaged in finding a potential investor to acquire the Company and bring in a
new business.

The Acquisition of Joystar, Inc.

As of June 11, 2003, the Company consummated a transaction, whereby the Company
acquired all of the issued and outstanding shares of Joystar, Inc., a Nevada
corporation ("Joystar - Nevada") in exchange for the issuance by the Company of
a total of 13,880,599 newly issued restricted shares of common voting stock to
the Joystar-Nevada shareholders pursuant to the Agreement and Plan of
Reorganization, dated as of June 10, 2003, by and between the Company and
Joystar (the "Closing"). The Company issued a total of 13,880,599 shares of
common stock of Company to Joystar-Nevada shareholders in the transaction. The
Company paid $60,000 at the Closing of the transaction for some of the debts of
Advanced Refrigeration Technologies, Inc., and assumed additional liabilities of
Company in the approximate amount of $55,000. Upon the Closing, the all present
officers of the Company resigned and William M. Alverson was appointed as the
Company's President, Chief Financial Officer and Secretary. Upon the Closing,
William M. Alverson was appointed to the Board of Directors of the Company. An
additional director was appointed as of June 18, 2003. Immediately prior to the
share exchange, there were approximately 3,322,840 shares of the Company's
common stock issued and outstanding. As a result of the acquisition, there were
approximately 17,203,439 shares of common stock issued and outstanding.

The Asset Sale and Purchase Contract which was entered by and between Advanced
Refrigeration Technologies, Inc. and Advanced Refrigeration Controls, Inc, a
newly formed corporation by the former shareholders of the Company, included the
total assets consisting of inventories, fixed assets and patents for a total
value of $85,063 and the assumption of liabilities including primarily former
shareholders loans, for a total amount of $105,217. The Company had a gain of
$20,154 on the disposition of assets and liabilities.

Merger of Joystar, Inc.

As of June 4, 2004 Joystar, Inc., a Nevada corporation and a wholly-owned
subsidiary of the Company, was officially merged with and into Joystar, Inc., a
California corporation (formerly Advanced Refrigeration Technologies, Inc.)
pursuant to Section 1110(a) of the California Corporations Code and Section
92A.200 of Nevada Revised Statutes. In connection with the merger the Company
provided for the name change from Advanced Refrigeration Technologies, Inc. to
Joystar, Inc., pursuant to Section 1110(d) of the California Corporations Code.
The merger and the name change was approved by the Company's Board of Directors
pursuant to Section 1110(a). The shareholders approval of the Company was not
required under the California law to effect the merger and the name change and
was not obtained for this action.
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GOVERNMENT REGULATION

TRAVEL INDUSTRY REGULATION

Joystar must comply with laws and regulations relating to the travel industry
and the sale of travel services. These include registering with various states
and countries as a seller of travel, complying with certain disclosure
requirements and participating in state restitution funds. Both the Federal
Trade Commission and the Department of Transportation take the position that
their regulations prohibiting unfair and deceptive advertising practices apply
to our business.

REGULATIONS OF THE INTERNET

Currently, few laws and regulations apply directly to the Internet and
commercial online services and, to the extent such laws exist or apply to us, we
believe we are in compliance with all of them. The following summary does not
purport to be complete discussion of all enacted or pending regulations and
policies that may affect our business. This summary focuses primarily on the
enacted federal, state and international legislation specific to businesses that
operate as we do. For further information concerning the nature and extent of
federal, state and international regulation of online businesses, you should
review public notices and rulings of the U.S. Congress, state and local
legislature and international bodies.

Due to the growth of the Internet and online commerce, coupled with publicity
regarding Internet fraud, new laws and regulations are continually being
considered (at the federal, state and international levels) regarding property
ownership, sales and other taxes, pricing and content, advertising, intellectual
property rights, libel, user privacy, and information security. New laws or
different applications of existing laws would likely impose additional burdens
on companies conducting business online and may decrease the growth of the
Internet or commercial online services. In turn, this could decrease the demand
for our products and services or increase our cost of doing business. We cannot
predict whether any of the proposed privacy legislation currently pending will
be enacted and what effect, if any, it would have on our company.

TAXES. Federal regulation imposing limitations on the ability of states to
impose taxes on Internet-based sales was enacted in 1998 and extended in 2001.
The Internet Tax Non-Disclosure Act, as this legislation is known, exempts
certain types of sales transactions conducted over the Internet from multiple or
discriminatory state and local taxation through November 1, 2003. It is possible
this legislation will not be renewed when it terminates. Failure to renew this
legislation could allow state and local governments to impose taxes on
Internet-based sales, and these taxes could decrease the demand for our products
or services or increase our cost of operations.

PRIVACY. As an online business, customers provide us with personally
identifiable information (PII) that has been specifically and voluntarily given.
PIT includes information that can identify a customer as a specific individual,
such as name, phone number, or e-mail address. This information is used only for
the purpose of responding to and fulfilling customer requests for our travel
products and services. We will only share customer PII with our authorized
travel service providers, and only as necessary in order to complete a
transaction that customers specifically request. We do not sell or rent PII to
anyone. We provide customers with choice and control over the collection and use
of their PII, as well as a means of updating, correcting, or removing any PII
stored in their customer profile. Customers are provided the opportunity to
specifically choose the promotional marketing communications they wish to
receive from our company. If they choose to opt-out any of the promotional

10
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e-mail services that we provide, then we will only send e-mail that relates to a
specific travel purchase they have made through us.

CURRENT US FEDERAL PRIVACY REGULATION. Increasing concern over consumer privacy,
including regulations related to the use of the Internet for conducting
transactions and electronic commerce, has led to the introduction of proposed
legislation at the federal level. The most far-reaching of these current laws
are focused on financial institutions, health care providers, and companies that
voluntarily solicit information form children. For businesses that operate
online such as Joystar, the Unsolicited Electronic Mail Act of 1999 has been
enacted to protect individuals, families, and internet service providers form
unsolicited and unwanted electronic mail, commonly referred to as spamming.
Additionally, the Federal Trade Commission has a role in consumer privacy
protection and is involved with related enforcement activities.

CURRENT STATE PRIVACY REGULATION. Most states have enacted legislation to
regulate the protection of consumer's information on the Internet. Much of this
legislation is focused on financial institutions and health care providers. The
legislation that has become state law is a small percentage of the number still
pending, and is similar to what has been enacted at the federal level. The
Company cannot predict whether any of the proposed state privacy legislation
currently pending review will be enacted and what effect, if any, it would have
on our Company.

SPECIAL RISK FACTORS

Prospective investors should carefully consider the risks of an investment in
any speculative start-up business and the risks and the speculative factors
inherent to and affecting the Company's business described below.

Factors that may cause Joystar to fail are the following:

- The Company's prospects must be considered in light of the risks,
uncertainties, expenses and difficulties frequently encountered by
companies in their early stages of development.

- Our inability to obtain new customers at reasonable cost, retain existing
customers or encourage repeat purchases.

- Decreases in the number of visitors to our websites or our inability to
convert visitors to our websites into customers.

- Our inability to adequately maintain, upgrade and develop our websites, the
systems that we use to process customers' orders and payments or our
computer network.

-