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MANAGING DIRECTOR'S LETTER

The 2011 ®nancial year was a particularly turbulent one for Vmoto Limited, with many changes at senior management and
Board level as the Company continued to search for and secure a stable Director group with the experience to implement
the overall growth strategy of the Company. While this has been a particularly hard task to achieve, | ®mly believe that the

recent appointments of Olly Cairns and Kai Jian Chen to the Board mark the beginning of a new Board and management
structure that will facilitate the Company achieving ongoing success.

Despite these dif®culties, many milestones were achieved during the year and the Company continued to build the
foundations to ensure its growth well into the future.

Most importantly, as the Company continued to market its products to enable it to grow, it simultaneously committed
heavily to capital investment in infrastructure that will position it well for the expected increase in scooters sales, particularly
electric scooters, for which the Company has now become an industry leader. Stage 1 of the Nanjing manufacturing facility
has been operational for nearly 2 years and during the year, Stage 2 of the facility, which has been speci®cally designed
for the development of electric scooters, was completed. Stage 2 includes an 18,000 square metre production area, 4,000
square metre parts storage and distribution area, a staff cafeteria and training centre and a 180 bed accommodation
block for staff. Stages 1 and 2 together provide the Company with a combined manufacturing space of over 40,000 square
metres.

As has been announced previously, the Board and management made the critical strategic decision to specialise in the
development of its electric scooter business, to be run in conjunction with our already established petrol engine scooter
business. The ®rst step in this process, the acquisition of Germany's Emax scooters in 2010, and its amalgamation into the
Vmoto Nanjing operations in late 2010 and 2011 has proven to be very positive for the Company. Via this acquisition, the
Company has gained the knowledge and expertise, and patents, of a leading company in the electric scooter business.
E-Max's issues of manufacturing capacity limitation and lack of a direct export licence were resolved as a result of the
acquisition by Vmoto. While the electric scooter industry is still in its infancy, Vmoto Emax now holds a leading position in
electric scooter sales on a worldwide basis.

From a market perspective, the decision to focus on electric is proving to be a correct one, as the electric scooter market is
now exhibiting the fastest growth in the worldwide motorcycle industry. Pike Research LLC, a leading US research house,
in its research report published in Q2 2011, predicts solid growth in the markets for e-motorcycles and e-scooters as the
economy rebounds and electric vehicles become more widely available (see Table 1).

Table 1: Cumulative E-Scooter and E-Motorcycle Sales, World Markets: 2011 - 2017
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Many governments and industry bodies have guaranteed their commitment towards emission free transportation,
following agreements put in place in Copenhagen in 2008, and are now actively working with companies to achieve this.
Vmoto is now working with over 20 customers in a number of countries for the supply of electric scooters. TNT Couriers of
Italy and Correos Spanish Postal Services of Spain placed orders for our products in the period. These are two of many new
customers who have been evaluating our products and who continue to show interest and commitment to electric vehicles.

Whilst the Company's strategic focus is on electric scooters, we acknowledge that it will take time for customers to make
the change from petrol to electric. To assist in this process, we have targeted business to business sales for the majority of
our initial electric scooter production. Business to business sales target large government and private corporations such as
postal services and courier companies to be the ®rst to take up the product. These customers may be interested in electric
vehicles because of government commitment towards emission free transportation or because of their particular ®nancial
or environmental requirements. The business to business strategy is proving very successful and generating most of the
Company's sales at this time. We believe this customer is the key to our growth in the future as acceptance and visible use
of electric vehicles by government and corporations will ®Iter down to retail users. This is already starting to happen, with
approximately 15% of our sales now being made to individuals, particularly in Europe.

In addition to its electric sales focus, the Company is continuing to work hard on improving the technology used in the
electric scooter business. Currently the most common battery used in the electric scooter is a silicon battery, which has
range and recharging limitations. Vmoto has developed a new battery system for its vehicles based on lithium batteries.
Lithium batteries will provide a much greater riding range on one charge and also allow the battery to be recharged many
more times than silicon, which will extend the battery life. The development team at Vmoto has ensured that scooters
using silicon batteries can have the battery replaced with lithium without any major disruption to the rideability of the
scooter. Vmoto currently has 4 new lithium scooters under development and has recently commenced sales to Japan and
Europe of its 80L lithium City Scooter.

In addition to these manufacturing advances, the Company has maintained its warehouse distribution facility in Barcelona,
Spain, a unique step for a Chinese manufacturer but one we feel will ensure ef®cient customer service and spare parts
supply for European customers such as Italjet and Correos (Spanish Post).

In summary, while all of the above takes time and money to develop, | ®mly believe the actions being taken by the
Company now will stand us in good stead for future growth and will ensure the Company's success for a long time to come.

On a personal note, | am very proud of the work that our employees have carried out this year and look forward to the
continuing growth of the Company in 2012 and beyond.

Charles Chen
Managing Director
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OPERATIONS REVIEW

OVERVIEW

The ®nancial year ending 30 June 2011 proved to be
another very busy one in the growth of Vmoto Limited.
Despite a turbulent year in relation to the management
and corporate structure of the Company, Vmoto has
managed to stay focused on the real task at hand, which
has been to develop and manufacture its petrol and electric
scooter range while increasing its market share and setting
the foundations to achieve pro®tability for the business in
future years.

The most important step in relation to this has been
the continued implementation of the Company's long
term strategy to exit the high turnover and low margin
agency business and replace it with the higher margin in
house manufactured products. This has been highlighted
dramatically this year with an overall decrease in revenue of
60%, reducing to just over A$7 million dollars from a ®gure
of nearly A$18 million in the corresponding reporting period
last year. This is in line with the Company's expectations
and was advised to shareholders in the half yearly accounts.
The positive news however to be taken from this planned
reduction is that now approximately 95% of the Company's
sales and revenues originate from its own business and
not that of agency sales. This has allowed us to achieve a
signi®cant lift in gross pro®t margin. In the 2010 ®nancial
year, on turnover of nearly A$18 million, gross pro®t was
approximately 4.5%. This year the Company is pleased to
report that on a turnover of just over A$7 million, the gross
pro®t ®gure has increased to approximately 21%.

Whilst resulting in a signi®cant reduction in turnover
when compared to previous years, the Company sees
this policy as being important to our overall longer term
success and hopes shareholders understand that this is a
deliberate strategy by management to provide a reliable
self manufactured base for which we can now target sales
growth and higher pro®t margins.

Overall, the Company still reports a net loss for the 12
month period of A$4.425 million, which represents a 20%
increased loss from 2010. The Company notes however
that this loss includes approximately A$1 million of one-
off costs, including the writing off of Scartt development
costs and construction works at Vmoto Europe's previous
warehouse in Barcelona, Mr Russell Goodman's ex gratia
payment and Ms Alicia Atkinson's sign on payment. After
these costs have been normalised, the overall loss for
2011 is less than that of 2010. This period also saw the
Company pay substantial costs in the relocation of Emax
scooters from Wuxi to Nanjing and the development of the
electric scooter program, against a greatly strengthening
Australian dollar. As 95% of the Company's revenues are

Vmoto Limited | 2011

earned in USD and Euro, any appreciation of the Australian
dollar has a negative effect on the Company's bottom line.

In order to counter this, the Company has continued to
focus on its cost cutting efforts in the period and, with
the exception of the one off costs previously mentioned,
has made signi®cant cost reductions on a quarter by
quarter basis. Together with a growing sales program
designed especially for our electric scooters, this provides
the Company with a sound base to move forward towards
pro®tability.

‘l‘::._‘—.g_
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The most disappointing aspect of the 2011 reporting period
was the continued delay in relation to shipments of Vmoto's
125 Fuel Injected scooters to Vietnam. The contract for
Vietnam was for an initial 12 month delivery of 30,000 units
beginning in mid 2010, with orders expected to commence
at 1,000 units per month increasing by calendar year end
2010 to 3,000 per month. Although this particular product
is a low margin product for the Company, it was to be a
foundation to cash “ow and sales in 2010/11. Unfortunately,
due to unforeseen and ongoing technical issues around the
newly developed electronic fuel injected (2EFI°) system, the
anticipated large scale sales have been delayed. To date
approximately 1700 units have been shipped to Vietnam.
These units were tested in the market and the Vietnamese
customer advised that the third party manufactured EFI
system implemented on our bikes was unsuitable in its
current con®guration and that major remanufacturing
was required. This issue has been ongoing and is still in the
process of being resolved. Most recently, new EFI units have
been sent to Vietham and retro ®tted to the scooters and
customer feedback is positive. On this basis, the Company is
hopeful that ongoing orders will re-commence soon.

=
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Unfortunately this delay has led to marketing and timing
issues for the Vietnamese customer and has damaged
the product's reputation in the market. The Company
is working very closely with the Vietnamese customer
to resolve the issues and move forward with increased
deliveries, however we are unable to predict the ®nal
outcome at this time. Had the contracted deliveries taken
place as planned, the total extra revenue to the Company
would have been approximately A$30 million dollars, with
a gross pro®t of approximately 8%. This has obviously been
a big disappointment for the Company and has contributed
greatly to lack of pro®tability in the reporting period.

To increase our frustration in relation to the Vietnamese
situation, the Company has successfully begun shipping
quantities of this scooter (with the same EFI con®guration
as that initially used for Vietnam) to Korea this year.
According to customer feedback, the riding conditions in
Korea lend themselves successfully to the EFI in its current
con®guration and the Company has sold around 300 units
under the OEM brand of ltaljet into that market and
contracted orders for moderate quantities are ongoing.

Annual Report



The Vmoto AWD Scartt 4 wheel vehicle has also penetrated
the very competitive ATV market with particular success
in New Zealand where it has achieved encouraging sales.
Despite some early quality issues due to the small amount
being manufactured, sales have continued to grow
steadily. A recent distribution agreement was signed in
the USA, pursuant to which the customer paid a US$50,000
commitment fee for exclusive agency rights in the US.
Further modi®cation on this product is required to meet
the customer's speci®cation. The ®rst sample delivery is
anticipated to take place in October 2011 and the Company
remains con®dent that the Scartt will be a valuable
contributor to our bottom line.

Although still working hard with existing customers to
grow our petrol scooter sales, the Company's real focus in
2010/11 has been the establishment of Vmoto as a major
player in the electric scooter market. Electric scooters and
motorcycles are currently the fastest growing segment in
the motorcycle industry. Management identi®ed this trend
some time ago and subsequently arranged to purchase a
signi®cant existing electric scooter manufacturer, Emax
of Germany, in 2010. In the past 12 months Vmoto has
transferred the Emax manufacturing capacity to Vmoto
Nanjing and has now established Vmoto E-Max as a world
leader in electric scooter development and sales.

Vmoto currently has 4 operational electric scooters in the
market place and a further 4 models incorporating new
battery technology under development. Approximately
80% of the Company's revenue in the period came from its

electric scooter sales. The Company now has in excess of 12

distributors of its electric products in many countries.

Vmoto Limited 2011

During the reporting period, the Company supplied its
products to some of the world most prestigious customers.
These include:
s #ORREOS 3PAIN 00ST
S ! LARGE /%- CUSTOMER 53!
S +,% %# ,IMO -ALAYSIA AND
S 4.4 #OURIERS )TALY

The Vmoto 110s electric scooter is now the single biggest
selling electric scooter in Europe and as electric vehicles
become more popular, Vmoto envisages sales increasing
substantially in 2012 and beyond.

As well as continuing to establish a reliable sales channel
for our electric products, the Company has entered into a
number of strategic alliances with groups in the electric
scooter battery and motor ®elds. Vmoto is currently
collaborating with KLD Energy Technologies of Texas USA
to develop a high speed long range Lithium based electric
scooter. This collaboration will enable Vmoto to be at the
forefront of new developments in the electric scooter
business as they come to hand.

The Company is also involved in development and
negotiation of a number of OEM agreements with large
world class brands and is hopeful that some of these may
come to fruition in the coming months.

-
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The Company is pleased to advise that the construction
of Stage 2 of the Manufacturing Facility in Nanjing was
completed and handed over during the period. While full
®t-out is still required, the Stage Two facilities were built
expressly for the manufacture and development of electric
scooters. The manufacturing “oor of nearly 18,000 square
metres consists of a four story distribution centre and a
two story staff cafeteria and training area. The spare parts
warehouse has now been ®tted out and is operational.
However as the Stage One facility is still operating within
required capacity, and to assist with cash ow management,
the outstanding ®t out and the production lines in Stage 2
will not be established until demand requires.

Vmoto Limited 2011

As announced previously, the Company received approval
from its local bank in Nanjing to increase its operating
facility to RMB34.0 million (approximately A$4.9 million).
To date, the Company has drawn down RMB19.9 million
(approximately A$2.9 million) from its operating facility.
The current interest rate for the operating facility stands at
8.2% per annum.

The Company also put in place an unsecured debt facility
of RMB5 million (approximately A$720,000). To date, the
Company has drawn down RMB2.6 million (approximately
A$382,000) from this unsecured debt facility. The current
interest rate for the unsecured facility is 10% per annum.

Annual Report



DIRECTORS" REPORT

The Directors present their report together with the consolidated ®nancial statements of Vmoto Limited (2Vmoto® or the
aCompany®) and its controlled entities (the 2Consolidated Entity®) for the ®nancial year ended 30 June 2011.

Directors

The Directors of the Company at any time during or since the end of the ®nancial year are:

Name

Yi Ting (Charles) Chen

Managing Director

Trevor Beazley

Non-Executive Director

Oliver (QOlly) Cairns

Non-Executive Director

Experience and responsibilities

Mr Chen was appointed as Executive Director on 5 January 2007 and Managing Director of the
Company on 1 September 2011.

Mr Chen founded Freedomotor Company in 2004, through a management buyout of key assets,
which were subsequently acquired by Vmoto. He holds a Bachelor of Automobile Engineering
from Wuhan University of Automobile Technology (China) and a postgraduate Diploma of
Business Administration from South Wales University (UK).

From 1993 to 2002, Mr Chen held senior executive roles with Hainan Sundiro Motorcycle
Company Limited, the largest publicly listed industrial company in Hainan Province. Hainan
Sundiro was acquired by Honda Japan in 2001.

Mr Chen is based in Nanjing, China, and oversees all Chinese operations and activities.

Mr Beazley was appointed as Non-Executive Director of the Company on 26 October 2006.

Mr Beazley holds a Bachelor of Business degree in Accounting, along with over 15 years
experience in capital markets. He is the founder and Managing Director of Perth based corporate
advisory ®rm Maiden Capital, specialising in ASX listings and capital raisings.

Mr Beazley also acts as non-executive director of Coretrack Limited, an ASX listed company
providing leading R&D based technological solutions to the global oil and gas industry.

Mr Beazley will be retiring and seeking re-election by shareholders at the Company's 2011
Annual General Meeting.

Mr Cairns was appointed as Non-Executive Director of the Company on 1 September 2011.

Mr Cairns has over 12 years experience in the small-mid cap corporate and capital markets space,
having joined Blue Oar Securities Plc (now Northland Capital) in July 1999, and was a corporate
®nancier and Nominated Adviser for AIM companies in London for over 8 years. In London, he
was responsible for “oating and advising several resources and industrial companies before
relocating to Perth in June 2007.

In May 2009, Mr Cairns set up Pursuit Capital, a corporate advisory and investment house, which
is focussed on long term corporate, capital and strategic involvement with junior international

companies.

Mr Cairns will be retiring and seeking re-election by shareholders at the Company's 2011 Annual
General Meeting.
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DIRECTORS' REPORT (CONT'D)

Kai Jian (Jacky) Chen

Non-Executive Director

Company Secretary

Shannon Coates

Director Resignations
Patrick Davin
Managing Director

resigned on
26 November 2010

Mr Chen was appointed as Non-Executive Director of the Company on 1 September 2011.

Mr Chen has extensive experience in the motorcycle manufacturing industry in China. He
was formerly vice president of Hainan Sundiro Motorcycle Co, which was the second largest
motorcycle manufacturer in China at the time, and which was subsequently acquired by Honda

in 2010.

Mr Chen also served as vice president for Changzhou Supaigi E-Vehicle Co, Ltd for 5 years.
Currently Mr Chen is vice president of Xinri E-Vehicle Co, Ltd, which is one of the largest
E-vehicle manufacturers in China at present. The annual production of Xinri in 2010 was over 2
million units of electric bicycles and scooters for the Chinese domestic market.

Mr Chen will be retiring and seeking re-election by shareholders at the Company's 2011 Annual
General Meeting.

Ms Coates was appointed as Company Secretary on 10 May 2007.

Ms Coates completed a Bachelor of Laws through Murdoch University in 1993 and has since
gained over 17 years in-house experience in corporate law and compliance for public companies.

She is a Chartered Secretary and an Associate Member of both the Institute of Chartered
Secretaries & Administrators and Chartered Secretaries Australia.

Ms Coates is currently employed as Legal & Compliance Counsel with Evolution Capital Partners,
a company providing corporate advisory services and is also company secretary to a number of
ASX, JSE and AIM listed companies, and non-executive director to junior explorer Mining Group
Limited.

Mr Davin was appointed as Managing Director of the Company on 30 June 2006.

Mr Davin is one of the original founders of Capital Paci®c Pty Ltd (®Capital Paci®c®), the owner
and creator of Vmoto Motorcycles Australia, having established the company in 1999 following

a long term association with Chinese commerce and industry. He has over 20 years experience
in China and has extensive contacts in Chinese business and industry.

Mr Davin has previously held the position of non-executive director of Australian listed mining

company Ferraus Limited until 2007, and has worked for some of Perth's leading mining
companies in senior marketing and ®nance roles prior to starting his own businesses in 1995.
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Director Resignations (cont'd)

Russell Goodman

Non-Executive Director
resigned on
23 February 2011

Jack Perkowski

Non-Executive Director
resigned on
27 April 2011

Shannon Coates
Non-Executive Director
resigned on

1 September 2011

Mr Goodman was appointed to the Board as a Non-Executive Director on 1 February 2010.

Mr Goodman's previous roles include working as a Fund Manager/Analyst for ANZ Funds
Management, and as Head of Institutional Equity Dealing Desk with Credit Suisse First Boston
Australia Pty Ltd.

Mr Goodman is currently Managing Director of Gain Capital Management Pty Ltd and Absolute
Investments Australia Pty Ltd, personal investment vehicles investing solely in Australian ASX
listed companies and responsible for the provision of corporate advice and capital raising
assistance to Australian companies.

Mr Perkowski was appointed as Non-Executive Director of the Company on 23 February 2011.

Mr Perkowski graduated with Honours from Yale and with High Distinction from the Harvard
Business School, where he was named a Baker Scholar.

In 1994, Jack founded ASIMCO Technologies, a major industrial enterprise which he built and
ran for 15 years. In 2009 Jack founded JFP Holdings, a merchant banking ®m focused on China,
where he now serves as Managing Partner.

Jack also serves on the Board of Directors of NASDAQ listed Fushi Copperweld Inc, the world's
leading bimetallic company with operations in China, the United States and the United
Kingdom, and is on the Board of Advisers of Westlake International, LLC, a company whose
extensive China expert network provides 2on the ground® industry information to western
institutional investors.

Ms Coates was appointed as Non-Executive Director on 21 June 2011.
Please refer above for Ms Coates' professional pro®le.

Vmoto Limited | 2011 Annual Report | page 11




|
DIRECTORS' REPORT (CONT'D)

Directorships in other listed entities

Directorships in other listed entities held by Directors of the Company during the last 3 years immediately before the end
of the ®nancial year are as follows:

Period of directorship

Director Company From To

Mr C Chen - - -
Mr T Beazley Coretrack Limited 2009 Present
Mr O Cairns - - -
Mr J Chen - - -
Mr P Davin - - -
Mr R Goodman - - -
Mr J Perkowski Fushi Copperweld Inc 2008 Present
Ms S Coates Mining Group Limited 2011 Present

Directors' Meetings

The number of Directors' meetings and the number of meetings attended by each of the Directors of the Company during
the year ended 30 June 2011 are:

Board Meetings

Director Held while Director Attended
Mr C Chen 6 6
Mr T Beazley 6 6
Mr P Davin 2 1
Mr R Goodman 5 4
Mr J Perkowski 1 1
Ms S Coates 0 0

There is presently no separate audit committee as all audit issues are addressed by the full Board.
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Principal Activity

The principal activity of the Company during the year ended 30 June 2011 was the development and manufacture, and
international marketing and distribution of petrol and electric scooters, and all terrain vehicles.

Operating and Financial Review

Results

The Consolidated Entity incurred a loss of A$4,424,544 (2010: A$4,076,591) after income tax for the year ended 30 June
2011.

Operating review

A review of operations for the ®nancial year is set out in the Operations Review preceding the Directors' Report.

Signi®cant Changes in the State of Affairs

Total consolidated sales of A$7.1 million were recorded for the Consolidated Entity during the ®nancial year. The revenue

of the Consolidated Entity has decreased by 60%, largely as a result of the strategy of reducing low margin agency business

and concentrating on high margin direct manufacturing business from the Company's own factory in Nanjing, China.

The Consolidated Entity's net assets have decreased by A$1.6 million during the year ended 30 June 2011.

Fully paid ordinary share capital increased during the year as follows:

S I'N *ULY SHARES AT A DEEMED ISSUE PRICE OF CENTS PER SHAR

issued to minority shareholders of E-Max ev's Germany Ltd as consideration for the acquisition of the remaining 40%
OF 6MOTO % -AX

S /N /ICTOBER THE #OMPANY COMPLETED 4RANCHE OF Al MILLION SHARE F
ISSUING SHARES AT AN ISSUE PRICE OF CENTS PER SHARE TO THE VALUI
S /N $ECEMBER THE #OMPANY COMPLETED A | MILLION PLACEMENT TO
SHARES AT AN ISSUE PRICE OF CENTS PER SHARE
S /N &EBRUARY SHARES WERE ISSUED TO SOPHISTICATED INVESTORS
PLACEMENT ON /ICTOBER AND
S I'N -ARCH SHARES WERE ISSUED TO SOPHISTICATED INVESTORS AES

placement on 15 October 2010.
Review of Financial Condition
The Company had the following interest bearing liabilities as at 30 June 2011:

S ORIVATE LOANS TO THE #OMPANY OF ! INCLUDING INTEREST ACCRUED AND
S "ANK OPERATING FACILITY OF ! INCLUDING INTEREST ACCRUED
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DIRECTORS' REPORT (CONT'D)

Impact of legislation and other external requirements

The Consolidated Entity's operations are not subject to any
signi®cant environmental regulations. The Board believes
that the Consolidated Entity has adequate systems in place
for the management of its environmental regulations
and is not aware of any breach of those environmental
requirements as they apply to the Consolidated Entity.

There were no changes in environmental or other legislative
requirements during the year that have signi®cantly
affected the results or operations of the Consolidated
Entity.

Dividends

No dividend has been declared or paid by the Company to
the date of this Report in respect of the year ended 30 June
2011 and the year ended 30 June 2010.

Events Subsequent to Balance Date

On 29 September 2011, the Company received a requisition
from members collectively holding 6.43% of the fully paid
ordinary share capital of the Company, for the Company
to convene a meeting of shareholders pursuant to section

249D(1)(a) of the Corporations Act 2001 (Cth). The

requisition includes resolutions to seek the removal of Mr

Trevor Beazley, Mr Charles Chen and Mr Kai Jian Chen as

Directors and to appoint Mr Gerard Fitt and Mr Farid Rahi
as Directors of the Company.

The Company is seeking ongoing legal advice in relation to
the requisition, and will act in accordance with that advice
and the Corporations Act.

Other than the above and as noted elsewhere in the ®nancial
statements, there has not arisen in the interval between the
end of the ®nancial year and the date of this report any
item, transaction or event of a material and unusual nature

likely, in the opinion of the Directors, to affect signi®cantly

the operations of the Consolidated Entity, the results of
those operations, or the state of affairs of the Consolidated
Entity in future ®nancial years.

Likely Developments

The Company has been extremely busy over the period
with new projects and development of new products for
the future.

In addition to the four models of electric scooters acquired
from E-Max, Vmoto is currently developing further 4 models
of electric scooters incorporating new battery technology
to meet the fast growing demand of the market for electric
scooters. Once developed, the life of batteries of electric
scooters can last longer, and electric scooters can travel at a
longer range before recharging is required.

Also, the Company has recently signed a Scartt distribution
agreement with a customer in the United States. The Scartt
team of the Company is busy making modi®cations on the
Scartt to meet customer speci®cations and the potential for
the new Scartt in the United States market is encouraging.

Further information about likely developments in the

operations of the Consolidated Entity and the expected
results of those operations in future ®nancial years are
discussed in the Operations Review.
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Directors' Interests

The relevant interests of each Director in the shares and options issued by the Company at the date of this report are as
follows:

Director Ordinary shares Options
Mr C Chen® 20,443,052 2,000,000
Mr T Beazley® 5,290,585 1,500,000
Mr O Cairns @ 2,488,888 3,141,527
Mr J Chen - -
: 12,860,000 shares are held indirectly by Mr Chen's spouse, Hui Xin Zhou.
2 130,000 shares and 250,000 options exercisable at 20 cents each on or before 30 September 2012 are held indirectly by Mr Beazley as a trustee and

bene®ciary of the TKB Superannuation Fund. 4,712,585 shares and 1,250,000 options exercisable at 20 cents each on or before 30 September 2012 are
held indirectly by Karen Beazley (Mr Beazley's spouse) as trustee for the Karen Beazley Family Account. 448,000 shares are held indirectly by Seven High
Pty Ltd. Mr Beazley is a director and Karen Beazley (Mr Beazley's spouse) is a shareholder of Seven High Pty Ltd.

3 1,000,000 ordinary shares and 3,141,527 options exercisable at 9 cents each on or before 14 July 2013 are held indirectly by Silverlight Holdings Pty
Ltd as trustee for Cairns Investments A/C. Mr Cairns is a bene®ciary of the Cairns Investment A/C. As announced on 1 September 2011, subject to
shareholder approval, Mr Cairns is entitled to a performance based share and option package (see Corporate Governance Statement for details).

Options

On 1 September 2011, the Company granted 8,500,000 options to its employees and consultants pursuant to the Company's
Employee Share Option Plan.

At the date of this report, options over unissued ordinary shares of the Company are:

Expiry Date Exercise Price Number

30 June 2012 15 cents 2,000,000
30 September 2012 20 cents 9,000,000
14 July 2013 9 cents 3,241,527
3 July 2012 10 cents 2,000,000
1 September 2014 2.5 cents 8,500,000

Indemni®cation and Insurance of Of®cers

Indemni®cation

The Company has agreed to indemnify the current Directors of the Company against all liabilities to another person (other
than the Company or a related body corporate) that may arise from their position as Directors of the Company, except

where the liability arises out of conduct involving a lack of good faith.

The agreement stipulates that the Company will meet, to the maximum extent permitted by law, the full amount of any
such liabilities, including costs and expenses.

The Company has not agreed to indemnify their current auditors, Deloitte Touche Tohmatsu.
Insurance Premiums

As at the date of this report, a Directors and Of®cers insurance policy has been secured. The insurance premium for this
policy during the ®nancial year was A$12,030.
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Non-audit services

During the year, Deloitte Touche Tohmatsu, the Company's auditor, did not perform any non-audit services in addition to
their statutory duties.

Auditor's Independence Declaration

The auditor's independence declaration is set out on page 72 and forms part of the Directors' Report for the ®nancial year
ended 30 June 2011.
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REMUNERATION REPORT

This remuneration report outlines the Director and executive remuneration arrangements of the Company and the
Consolidated Entity.

Director and senior management details

The following persons acted as Directors of the Company during or since the end of the ®nancial year:

Mr P Davin (resigned 26 November 2010)

Mr C Chen

Mr T Beazley (appointed as executive director on 1 April 2010 and non-executive director on 1 January 2011)
Mr R Goodman (resigned 23 February 2011)

Mr J Perkowski (appointed 23 February 2011, resigned 27 April 2011)

Ms S Coates (appointed 21 June 2011, resigned 1 September 2011)

Mr O Cairns (appointed 1 September 2011)

Mr J Chen (appointed 1 September 2011)

The term “senior management' is used in this remuneration report to refer to the following persons. Except as noted, the
named persons held their current position for the whole of the ®nancial year and since the end of the ®nancial year:

Mr | Teo (Chief Financial Of®cer)

Ms A Atkinson (Chief Operating Of®cer, appointed 25 January 2011)

Ms S Coates (Company Secretary)

Overview of remuneration policies

The Board as a whole is responsible for considering remuneration policies and packages applicable both to Directors and
executives of the Company and the Consolidated Entity.

Key management personnel have authority and responsibility for planning, directing and controlling the activities of
the Company and the Consolidated Entity, including Directors of the Company and other executives. Key management
personnel comprise the Directors of the Company, and executives for the Company and the Consolidated Entity including
the ®ve most highly remunerated executives.

Broadly, remuneration levels for key management personnel and the Company Secretary of the Company, and key
management personnel of the Consolidated Entity are competitively set to attract and retain appropriately quali®ed and
experienced Directors and executives and reward the achievement of strategic objectives. The Board obtains independent
advice on the appropriateness of remuneration packages of both the Company and the Consolidated Entity given trends
in comparative companies both locally and internationally, and the objectives of the Company's remuneration strategy.

Remuneration packages consist of ®xed remuneration including base salary, employer contributions to superannuation
funds and non-cash bene®ts.

Currently there is no variable remuneration structured through performance related short term or long term incentive
plans.
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Fixed remuneration

Fixed remuneration consists of base remuneration (which is calculated on a total cost basis and includes any FBT charges
related to employee bene®ts including motor vehicle), as well as employer contributions to superannuation funds.

Remuneration levels are reviewed annually by the Board through a process that considers individual, segment and overall
performance of the Consolidated Entity. The Board has regard to remuneration levels external to the Consolidated Entity
to ensure the Directors' and executives' remuneration is competitive in the market place.

Executive Directors are employed full time and receive ®xed remuneration in the form of salary and statutory superannuation
or consultancy fees, commensurate with their required level of services.

Non-Executive Directors receive a ®xed monthly fee for their services. Where Non-Executive Directors provide services
materially outside their usual Board duties, they are remunerated on an agreed daily rate basis.

Service agreements
It is the Consolidated Entity's policy that service agreements for key management personnel are unlimited in term but
capable of termination on 3 months' notice and that the Consolidated Entity retains the right to terminate the service

agreements immediately, by making payment equal to 3 months' pay in lieu of notice.

Key management personnel are also entitled to receive on termination of employment their statutory entittements of
accrued annual and long service leave, together with any superannuation bene®ts.

The service agreement outlines the components of compensation paid to key management personnel but does not
prescribe how remuneration levels are modi®ed year to year. Remuneration levels are reviewed annually on a date as close
as possible to 30 June of each year to take into account key management personnel's performance.

Non-Executive Directors

Total remuneration for all Non-Executive Directors, last voted upon by shareholders at the 2007 Annual General Meeting,
is not to exceed A$200,000 per annum and has been set at a level to enable the Company to attract and retain suitably
quali®ed Directors. The Company does not have any scheme relating to retirement bene®ts for non-executive Directors.

Relationship between the remuneration policy and company performance

The tables below set out summary information about the consolidated entity's earnings and movements in shareholder
wealth for the ®ve years to 30 June 2011:

In AUD 30 June 2011 30 June 2010 30 June 2009 30 June 2008 30 June 2007
$'000 $'000 $'000 $'000 $'000
Revenue 7,112 17,942 48,400 35,322 24,816
Net loss before tax 4,425 4,077 4,207 8,667 1,318
Net loss after tax 4,425 4,077 4,222 8,667 1,318
In AUD 30 June 2011 30 June 2010 30 June 2009 30 June 2008 30 June 2007
Share price at start of year $0.14 $0.07 $0.11 $0.20 $0.10
Share price at end of year $0.02 $0.14 $0.08 $0.10 $0.20
Dividend - - - - -
Basic and diluted loss per share 0.79 cents 0.80 cents 1.25 cents 3.86 cents 0.71 cents
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Directors' and executive of®cers' remuneration

Details of the nature and amount of each major element of the remuneration of each Director of the Company and the
named of®cers of the Company and the Consolidated Entity for the year are:

POST- SHARE BASED
SHORT TERM EMPLOYMENT PAYMENTS
Value of
options as
Salary Non-monetary Superannuation proportion of
& fees bene®ts bene®ts Options Total  remuneration
In AUD $ $ $ $ $ %
Directors
Non-Executive
Mr Trevor Beazley 2011 25,000 - 2,250 - 27,250 -
2010 - - - - - -
Mr Russell Goodman 2011 105,333 - 2,933 - 108,266 -
(resigned on 23 Feb 2011) 2010 20,833 - 1,875 - 22,708 -
Mr Jack Perkowski 2011 8,665 - - - 8,665 -
(resigned on 27 Apr 2011) 2010 - - - - - -
Ms Shannon Coates 2011 1,389 - 125 - 1,514 -
(resigned on 1 Sept 2011) 2010 - - - - - -
Executive
Mr Patrick Davin 2011 149,168 - 4,404 - 153,572 -
(resigned on 26 Nov 2010) 2010 183,486 - 16,514 - 200,000 -
Mr Yi Ting (Charles) Chen 2011 184,664 - - - 184,664 -
2010 177,568 - - - 177,568 -
Mr T Beazley 2011 44,954 - 4,046 - 49,000
2010 111,698 - 10,053 - 121,751 -
Total, all Directors 2011 519,173 - 13,758 - 532,931 -
2010 493,585 - 28,442 - 522,027 -
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REMUNERATION REPORT (CONT)

POST- SHARE BASED
SHORT TERM EMPLOYMENT PAYMENTS
Value of
options as
Salary Non-monetary Superannuation proportion of
& fees bene®ts bene®ts Options Total  remuneration
In AUD $ $ $ $ $ %
Executives
Ms Shannon Coates 2011 45,872 - 4,128 - 50,000 -
(Company Secretary) 2010 44,204 - 3,978 - 48,182 -
Mr Yin How (lvan) Teo 2011 119,424 - - - 119,424 -
(Chief Financial Of®cer) 2010 120,502 - 7,850 - 128,352 -
Ms Alicia Atkinson 2011 101,438 - 5,573 - 107,011 -
(Chief Operating Of®cer) 2010 - - - - - -
Mr Terence Abel 2011 - - - - - -
(Chief Financial Of®cer, 2010 18,073 - 929 - 19,002 -
resigned on 17 Jul 2009)
Total, all executives 2011 266,734 - 9,701 - 276,435 -
2010 182,779 - 12,757 - 195,536 -
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Share-based payment arrangements

During the ®nancial year, the following share-based payment arrangements were in existence:

Options series Grant date Expiry date Grant date Vesting date
fair value
Class C +* issued 28/11/2007  28/11/2007 30/09/2012 A3$0.069 Vests at date of grant

There is no further service or performance criteria that need to be met in relation to Class C options granted before the
bene®cial interest vests in the recipient.

This report is made with a resolution of the Directors pursuant to s298(2) of the Corporations Act 2001:

Charles Chen
Managing Director

Dated at Perth, Western Australia this 30th day of September 2011.
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CORPORATE GOVERNANCE STATEMENT

The Board of Directors of Vmoto Limited is responsible for the establishment of a corporate governance framework that
has regard to the best practice recommendations set by the ASX Corporate Governance Council. Vmoto's objective is to
achieve best practice in corporate governance and the Company's Board, senior executives and employees are committed
to achieving this objective.

This statement summarises the corporate governance practices that have been adopted by the Board. In addition to the
information contained in this statement, the Company's website at www.vmotoltd.com contains additional details of its
corporate governance procedures and practices.

ASX Best Practice Recommendations

The ASX Listing Rules require listed companies to include in their Annual Report a statement disclosing the extent to
which they have complied with the ASX best practice recommendations in the reporting period. The recommendations
are not prescriptive and if a company considers that a recommendation is inappropriate having regard to its particular
circumstances, the company has the “exibility not to adopt it. Where the Company considered it was not appropriate to
presently comply with a particular recommendation, the reasons are set out in the relevant section of this statement.

The Board adopted a Corporate Governance policy that (except where expressly noted below) complies with the Principles
set out in the Second Edition of the 2Corporate Governance Principles and Recommendations®, established by the ASX
Corporate Governance Council and published by the ASX in August 2007. This Corporate Governance policy has been in
effect for the entire reporting period.

During the year, the Board also adopted a Securities Trading Policy and provided this to ASX for release to the market, in
compliance with Listing Rule 12.9.

Board of Directors
Role and Responsibilities of the Board

The Board is responsible for guiding and monitoring the Company on behalf of shareholders. The speci®c responsibilities
of the Board include:

a) appointment, evaluation, rewarding and if necessary the removal of the Managing Director, and Chief Financial
/IFICER OR EQUIVALENT AND THE #OMPANY 3ECRETARY
b)  in conjunction with management, development of corporate objectives, strategy and operations plans and approving
and appropriately monitoring plans, new investments, major capital and operating expenditures, capital management,
ACQUISITIONS DIVESTITURES AND MAJOR FUNDING ACTIVITIES
C ESTABLISHING APPROPRIATE LEVELS OF DELEGATION TO THE -ANAGING $IRECTOR
d)  monitoring actual performance against planned performance expectations and reviewing operating information at
A REQUISITE LEVEL TO UNDERSTAND AT ALL TIMES THE INANCIAL AND OPERATINC
e) monitoring the performance of senior management including the implementation of strategy, and ensuring
APPROPRIATE RESOURCES ARE AVAILABLE
f)  viamanagement, an appreciation of areas of signi®cant business risk and ensuring that the Company is appropriately
POSITIONED TO MANAGE THOSE RISKS
G OVERSEEING THE MANAGEMENT OF SAFETY OCCUPATIONAL HEALTH AND ENVIRO
h)  satisfying itself that the ®nancial statements of the Company fairly and accurately set out the ®nancial position and
INANCIAL PERFORMANCE OF THE #OMPANY FOR THE PERIOD UNDER REVIEW
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i) satisfying itself that there are appropriate reporting systems and controls in place to assure the Board that proper
OPERATIONAL INANCIAL COMPLIANCE AND INTERNAL CONTROL PROCESSES ARE
J TO ENSURE THAT APPROPRIATE INTERNAL AND EXTERNAL AUDIT ARRANGEMENTS
k)  bhaving a framework in place to help ensure that the Company acts legally and responsibly on all matters consistent
WITH THE CODE OF CONDUCT AND
1) reporting to shareholders.

In accordance with ASX Principle 1, the Board has established a Board Charter which sets out functions reserved to the Board
and those delegated to senior executives. This Charter is available on the Company's website. The Board has delegated
responsibilities and authorities to management to enable management to conduct the Company's day to day activities.
Matters which are not covered by these delegations, such as approvals which exceed certain limits, require Board approval.

Board composition
The Board is comprised of 1 executive Director and 3 non-executive Directors.

The Company's website contains details on the procedures for the selection and appointment of new directors and the re-
election of incumbent directors, together with the Board's policy for the nomination and appointment of directors.

ASX Principle 2 recommends the Board establish a Nomination Committee to focus on the selection and appointment
practices of the Company. It is further recommended that the Nomination Committee have a formal Charter.

The Company has adopted a formal Nomination Committee Charter, available on the Company's website, which includes
information on the Company's approach to selection and appointment of Directors. However the Company does not
presently have a separate Nomination Committee. As the Board is small, the full Board conducts the function of such a
committee, in accordance with the Charter.

The composition of the Board is reviewed at least annually to ensure the balance of skills and experience is appropriate.
The current Directors have a broad range of quali®cations, experience and expertise in scooter and motorcycle distribution
and marketing and in the ®nance and legal industries. The skills, experience and expertise of Directors are set out in the
Directors' Report. The Board in currently considering the current composition of the Board to ensure it is adequate for the
Company's current size and operations, and includes the appropriate mix of skills and expertise, relevant to the Company's
business.

The names of the Directors in of®ce at the date of this Report, the year they were ®rst appointed, their status as non-
executive, executive or independent Directors and whether they are retiring by rotation and seeking re-election by
shareholders at the 2011 Annual General Meeting, are set out in the Directors' Report.

Independence of non-executive directors

ASX Principle 2 recommends that a majority of the Board should be independent directors. The Board considers an
independent director to be a non-executive director who meets the criteria for independence included in Principle 2 of
the ASX Corporate Governance Principles and Recommendations. Materiality for these purposes is based on quantitative
and qualitative bases. An amount of over 5% of the annual turnover of the Company or 5% of the individual directors net
worth is considered material for these purposes.

The Board has reviewed and considered the positions and associations of each of the Directors in of®ce at the date of this

report and consider that a majority of the Directors are independent. Mr Trevor Beazley, Mr Olly Cairns and Mr Jacky Chen
are considered independent.
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CORPORATE GOVERNANCE STATEMENT (CONT)

Independent professional advice

The Board has adopted a formal policy on access to independent professional advice which provides that Directors are
entitled to seek independent professional advice for the purposes of the proper performance of their duties. The advice is
at the Company's expense and advice so obtained is to be made available to all Directors.

Meetings

The Board held 6 scheduled meetings during the reporting year and no unscheduled meetings were held during that
year. Senior management attended and made presentations at the Board Meetings as considered appropriate and were
available for questioning by Directors.

The attendance of Directors at Board meetings during the year ended 30 June 2011 is detailed in the Directors' Report.
Evaluation of Board and Senior Executive performance

A process has been established to review and evaluate the performance of the Board, individual Directors and senior
executives. The Board is required to meet annually with the speci®c purpose of reviewing the role of the Board, assessing
the performance of the Board and individual Directors over the previous 12 months and examining ways in which the
Board can better perform its duties. The Company's annual Board review to consider the 2010/11 ®nancial year has been
deferred as a result of recent Board turnover. It is expected this review will take place by the end of the 2011 calendar year.

The Managing Director is responsible for assessing the performance of the key executives within the Company. This is
performed through a formal process involving a formal meeting with each senior executive.

Remuneration

ASX Principle 8 recommends the Board establish a Remuneration Committee to focus on appropriate remuneration policies.
It is further recommended that the Remuneration Committee have a formal Charter.

The Company has adopted a formal Remuneration Committee Charter, available on the Company's website, which includes
information on the Company's approach to remuneration of Directors (executive and non-executive) and senior executives.
However the Company does not presently have a separate Remuneration Committee. Given the small size of the Board, the
full Board conducts the function of such a committee, in accordance with the Charter.

In accordance with Principle 8, Executive Directors and key executives are remunerated by way of a salary or consultancy
fees, commensurate with their required level of services. Non-executive Directors receive a ®xed monthly fee for their
services. Non-executive Directors' fees are currently capped at A$200,000 per annum.

Subject to shareholder approval to be sought at the Company's 2011 Annual General Meeting, and as part of his appointment
package, the Company's independent non-executive Director, Mr Olly Cairns, will be entitled to receive:

5 MILLION SHARES IF A SHAREHOLDER INTRODUOEDTHBE {BS#MHBNSABUMNI. OF B (
on market, plus a further 200,000 Shares for each additional 1% of issued capital bought on market by that same
SHAREHOLDER ABOVE
S IT -R #AIRNS ELECTION
& 500,000 shares on the date the volume weighted average market price (BVWAP?) for Vmoto shares reaches or
exceeds 5 cents OR 1 million unlisted options (exercisable at 5 cents on or before the date that is 5 years from
DATE OF ISSUE VESTING IMMEDIATELY

& 500,000 shares on the date the VWAP for Vmoto shares reaches or exceeds 7.5 cents OR 1 million unlisted
options (exercisable at 7.5 cents on or before the date that is 5 years from date of issue), vesting on the date
THAT IS MONTHS FROM THE DATE OF ISSUE
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& 1 million shares on the date the VWAP for Vmoto shares reaches or exceeds 10 cents OR 2 million unlisted
options (exercisable at 10 cents on or before the date that is 5 years from date of issue), vesting on the date that
IS MONTHS FROM THE DATE OF ISSUE AND
S IFTER YEARS -R #AIRNS WILL QUALIFY FOR PARTICIPATION IN ANY APPROVED %

The Company acknowledges that the guidelines to ASX Principle 8 recommend that non-executive Directors do not receive
options. However the Directors considered the issue to be a cost effective and ef®cient means for the Company to provide
areward and incentive, as opposed to alternative forms of incentive, such as the payment of additional cash consideration.

The Company does not have any scheme relating to retirement bene®ts for non-executive Directors.
See the Remuneration Report for details of remuneration paid to Directors and key executives during the year.
Risk Management

In accordance with ASX Principle 7, the Company has a policy for the oversight and management of material business risks,
which is available on the Company's website.

Management determines the Company's risk pro®le and is responsible for overseeing and approving risk management
strategy and policies, internal compliance and internal control. The Company's process of risk management and internal
compliance and control includes:

a) establishing the Company's goals and objectives, and implementing and monitoring strategies and policies to achieve
THESE GOALS AND OBJECTIVES

b)  continuously identifying and reacting to risks that might impact upon the achievement of the Company's goals and
OBJECTIVES AND MONITORING THE ENVIRONMENT FOR EMERGING FACTORS AND T

c) formulating risk management strategies to manage identi®ed risks and designing and implementing appropriate risk
MANAGEMENT POLICIES AND INTERNAL CONTROLS AND

d) monitoring the performance of, and continuously improving the effectiveness of, risk management systems and
internal compliance and controls, including an ongoing assessment of the effectiveness of risk management and
internal compliance and control.

Within the identi®ed risk pro®le of the Company, comprehensive practices are in place that are directed towards achieving
the following objectives:

A EFFECTIVENESS AND EFICIENCY IN THE USE OF THE #OMPANY S RESOURCES
B COMPLIANCE WITH APPLICABLE LAWS AND REGULATIONS AND
c)  preparation of reliable published ®nancial information.

The Board oversees an ongoing assessment of the effectiveness of risk management and internal compliance and control,
requiring management appraise the Board of changing circumstances within the Company and within the international
business environment. During the reporting period, the Managing Director regularly reported to the Board as to the
effectiveness of the Company's management of its material business risks. Further, in accordance with Principle 7, the
Managing Director and Chief Financial Of®cer have con®rmed in writing to the Board that:

s the Company's ®nancial reports present a true and fair view, in all material respects, of the Company's ®nancial
CONDITION AND OPERATIONAL RESULTS ARE IN ACCORDANCE WITH RELEVANT AC

s the above con®rmation is founded on a sound system of risk management and internal compliance and control which
IMPLEMENTS THE POLICIES OF THE "OARD AND
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CORPORATE GOVERNANCE STATEMENT (CONT)

s the Company's risk management and internal compliance and control system is operating ef®ciently and effectively
in all material respects.

Financial Reporting

ASX Principle 4 recommends the Board establish an Audit Committee to focus on issues relevant to the integrity of the
Company's ®nancial reporting. It is further recommended the Audit Committee have a formal Charter.

The Company has prepared a formal Audit Committee Charter, available from the Company's website, which promotes
an environment consistent with best practice ®nancial reporting and includes information on procedures for the selection
and appointment of the external auditor and for the rotation of external audit engagement partners. However due to the
small size of the Board, the Company does not presently have a separate Audit Committee. The full Board conducts the
function of such a committee, in accordance with the Charter.

Code of Conduct

The Board encourages appropriate standards of conduct and behaviour from Directors, of®cers, employees and contractors
of the Company.

The Board has adopted a Code of Conduct in relation to Directors and employees, available from the Company's website.
This Code of Conduct is regularly reviewed and updated as necessary to ensure that it re ects the highest standards of
behaviour and professionalism and the practices necessary to maintain con®dence in the Company's integrity.

A fundamental theme is that all business affairs are conducted legally, ethically and with strict observance of the highest
standards of integrity and propriety.

ASX Principle 3 recommends companies establish a policy concerning diversity and disclose the policy or a summary of
that policy. It further recommends companies should disclose in each annual report measurable objectives for achieving
gender diversity set by the Board in accordance with the diversity policy and progress towards achieving them. Due to the
current nature and scale of Vmoto's activities, the Board has not established a diversity policy or measurable objectives for
achieving gender diversity to report against in this Annual Report for the 2011 ®nancial year.

Securities Trading

In compliance with Listing Rule 12.12, the Board has adopted a Securities Trading Policy which regulates dealings by
Directors, of®cers and employees in securities issued by the Company.

Under the policy, which is available on the Company's website, general restrictions are imposed on Directors and employees
when in possession of inside information, while additional trading restrictions apply to Directors and some employees.

The policy also regulates trading by key management personnel within de®ned closed periods, as well as providing details
of trading that is not subject to the policy, exceptional circumstances in which key management personnel may be permitted
to trade during a prohibited period with prior written clearance and the procedure for obtaining such clearance.

Privacy

The Company has resolved to comply with the National Privacy Principles contained in the Privacy Act 1988, to the extent
required for a company the size and nature of Vmoto.
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Continuous Disclosure

In accordance with ASX Principle 5, the Board has an established Continuous Disclosure Policy which is available from the
Company's website.

The Company is committed to:

a) complying with the general and continuous disclosure principles contained in the Corporations Act and the ASX
,(ISTING RULES

B PREVENTING THE SELECTIVE OR INADVERTENT DISCLOSURE OF MATERIAL PRICE

C ENSURING SHAREHOLDERS AND THE MARKET ARE PROVIDED WITH FULL AND TIME
and

d) ensuring that all market participants have equal opportunity to receive externally available information issued by the
Company.

Shareholder Communication
In accordance with ASX Principle 6, the Board has established a communications strategy which is available from the
Company's website. The Board aims to ensure that shareholders are kept informed of all major developments affecting

the Company.

The Managing Director and Company Secretary have primary responsibility for communication with shareholders.
Information is communicated through:

A CONTINUOUS DISCLOSURE TO RELEVANT STOCK MARKETS OF ALL MATERIAL INFO

b)  periodic disclosure through the annual report (or concise annual report), half year ®nancial report and quarterly
REPORTING OF CORPORATE ACTIVITIES

C NOTICES OF MEETINGS AND EXPLANATORY MATERIAL

D THE ANNUAL GENERAL MEETING

E PERIODIC NEWSLETTERS OR LETTERS FROM THE #HAIRMAN OR -ANAGING $IRECT(
f)  the Company's website at www.vmotoltd.com

The Company is committed to the promotion of investor con®dence by ensuring that trading in the Company's securities
takes place in an ef®cient, competitive and informed market.

Shareholders are encouraged at annual general meetings to ask questions of Directors and senior management and also
the Company's external auditors, who are required to attend the Company's annual general meetings.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2011

Notes Year ended Year ended
30 June 2011 30 June 2010
$ $

Continuing Operations
Revenue from sale of goods 7,111,722 17,941,941
Cost of sales (5,619,116) (17,134,564)
Gross Pro®t 1,492,606 807,377
Other income 2 268,329 394,817
Operational expenses (2,777,749) (2,286,606)
Marketing and distribution expenses (626,002) (738,079)
Corporate and administrative expenses (2,188,697) (1,753,980)
Occupancy expenses (381,351) (400,631)
Other expenses 2 (209,112) (1,479)
Finance costs (102,568) (98,010)
Loss from continuing operations before tax (4,424,544) (4,076,591)
Income tax 4 - -
Loss after tax from continuing operations (4,424,544) (4,076,591)
Other comprehensive income
Foreign currency translation differences (2,143,779) (229,492)
Other comprehensive income for the period, net of tax (2,143,779) (229,492)
Total comprehensive income for the period (6,568,323) (4,306,083)
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Notes Year ended Year ended

30 June 2011 30 June 2010
$ $

Loss attributable to:
Owners of the Company (4,424,544) (3,643,199)
Non-controlling interest - (433,392)
Loss for the period (4,424,544) (4,076,591)
Total comprehensive income attributable to:
Owners of the Company (6,568,323) (3,872,691)
Non-controlling interest - (433,392)
Total comprehensive income for the period (6,568,323) (4,306,083)
Loss per share attributable to the ordinary
equity holders of the Company
Basic and Diluted Loss per Share from Continuing Operations 20 (0.79 cents) (0.80 cents)
Basic and Diluted Loss per Share from Continuing
and Discontinued Operations 20 (0.79 cents) (0.80 cents)

The consolidated statement of comprehensive income should be read in conjunction with the accompanying notes.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2011

Notes Year ended Year ended
30 June 2011 30 June 2010
$ $

CURRENT ASSETS
Cash and cash equivalents 5 701,599 2,589,599
Trade and other receivables 6 1,430,216 824,230
Inventories 7 3,477,076 2,463,554
Other assets 8 1,065,576 1,635,795
Total Current Assets 6,674,467 7,513,178
NON CURRENT ASSETS
Property, plant and equipment 9 4,890,115 5,060,368
Intangible Assets 10 7,894,233 7,955,117
Total Non Current Assets 12,784,348 13,015,485
TOTAL ASSETS 19,458,815 20,528,663
CURRENT LIABILITIES
Trade and other payables 11 1,718,811 1,972,831
Employee bene®ts 12 22,362 34,683
Loans and borrowings 13 2,535,658 1,778,102
Total Current Liabilities 4,276,831 3,785,616
NON CURRENT LIABILITIES
Trade and other payables 11 - -
Total Non Current Liabilities - -
TOTAL LIABILITIES 4,276,831 3,785,616
NET ASSETS 15,181,984 16,743,047
EQUITY
Issued capital 14 46,771,854 41,773,036
Reserves 14 (1,239,542) 904,237
Accumulated losses 16 (30,350,328) (25,925,784)
Equity attributable to owners of the Company 15,181,984 16,751,489
Non-controlling interest - (8,442)
TOTAL EQUITY 15,181,984 16,743,047

The consolidated statement of ®nancial position is to be read in conjunction with the accompanying notes.
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CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2011

Notes Year ended Year ended
30 June 2011 30 June 2010
$ $
Cash “ows from operating activities
Receipts from customers 7,323,823 4,271,951
Payments to suppliers and employees (12,851,900) (10,274,550)
Interest received 10,443 50,383
Interest paid (155,017) (90,223)
Income tax paid - (12,432)
Other cash receipts 23,205 -
Net cash used in operating activities 24 (5,649,446) (6,054,871)
Cash “ows from investing activities
Proceeds from sale of property, plant & equipment - 16,317
Proceeds from disposal of business 80,000 200,000
Payments for property, plant & equipment (2,096,340) (1,811,743)
Payments for acquisition of business 22 - (1,632,722)
Payments for intangible assets (3,561) (386)
Payments for acquisition of non-controlling interest 22 - (1,226,447)
Amounts advanced to other entities - (780,366)
Net cash used in investing activities (2,019,901) (5,235,347)
Cash “ows from ®nancing activities
Proceeds from issue of equity shares 4,713,000 11,462,500
Payments for share issue costs (88,200) -
Proceeds from borrowings 3,939,178 1,812,841
Repayment of borrowings (2,769,176) (787,152)
Net cash generated by ®nancing activities 5,794,802 12,488,189
Net (decrease)/increase in cash and cash equivalents (1,874,545) 1,197,971
Cash and cash equivalents at the beginning of the year 2,589,599 1,289,984
Effect of exchange rate "uctuations on cash held (13,455) 101,644
Cash and cash equivalents at the end of the year 701,599 2,589,599

The consolidated statement of cash “ows is to be read in conjunction with the accompanying notes.
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2011

Issued Capital Reserves Accumulated  Attributable Non- Total
Losses to ownersof  controlling
parent Interest

$ $ $ $ $ $
Balance as at 1 July 2009 28,804,611 1,033,729 (22,282,585) 7,555,755 331,151 7,886,906
Pro®t or loss for the year - - (3,643,199) (3,643,199) (92,454) '3,735,653)
Other comprehensive income for the year - (229,492) - (229,492) - (229,492)
Total comprehensive income for the year - (229,492) '3,643,199) 3,875,691) (92,454) 3,965,145)
Issue of ordinary shares 13,494,166 - - 13,494,166 - 13,494,166
Share issue costs (395,000) - - (395,000) - (395,000)
Issue of options - 100,000 - 100,000 - 100,000
Recognition of share-based payments 823,687 - - 823,687 - 823,687
Acquisition of non-controlling interests in
Vmoto Nanjing Co, Ltd (954,428) - - (954,428) (247,139) 1,201,567)
Balance as at 30 June 2010 41,773,036 904,237 (25,925,784) 16,751,489 (8,442) 16,743,047
Balance as at 1 July 2010 41,773,036 904,237 (25,925,784) 16,751,489 (8,442) 16,743,047
Pro®t or loss for the year - - (4,424,544) (4,424,544) - 4,424,544)
Other comprehensive income for the year - 2,143,779) - 2,143,779) - 1,143,779)
Total comprehensive income for the year - 2,143,779) '4,424,544) 6,568,323) - ),568,323)
Issue of ordinary shares 7,849,000 - - 7,849,000 - 7,849,000
Share issue costs (88,200) - - (88,200) - (88,200)
Issue of options - - - - - -
Recognition of share-based payments - - - - - -
Acquisition of non-controlling interests
in Vmoto E-Max (2,761,982) - - (2,761,982) 8,442 (2,753,540)
Balance as at 30 June 2011 46,771,854 (1,239,542)  (30,350,328) 15,181,984 - 15,181,984

The consolidated statement of changes in equity is to be read in conjunction with the accompanying notes.
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NOTES TO THE FINANCIAL STATEMENTS

@

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

Vmoto Limited (3Vmoto® or 3he Company®) is a limited company incorporated in Australia. The consolidated
®nancial report of the Company as at and for the year ended 30 June 2011 comprises the Company and its subsidiaries
(together referred to as the 2Consolidated Entity©).

Basis of preparation

(i) Statement of compliance

The ®nancial report is a general purpose ®nancial report which has been prepared in accordance with Australian
Accounting Standards (AASBs) (including Australian Interpretations) adopted by the Australian Accounting Standards
Board (AASB) and the Corporations Act 2001. The consolidated ®nancial report of the Consolidated Entity complies
with International Financial Reporting Standards (IFRSs) and interpretations adopted by the International Accounting
Standards Board (IASB).

The ®nancial statements were approved by the Board of Directors on 30 September 2011.

(i) Basis of measurement

The consolidated ®nancial statements of the Consolidated Entity are prepared on an accruals basis and are based on
historical costs except where otherwise stated.

(iii) Functional and presentation currency

The consolidated ®nancial statements of the Consolidated Entity are presented in Australian dollars, which is the
Company's functional currency.

(iv) Standards and interpretations affecting amounts reported in current period (and/or prior periods)
The following new and revised Standards and Interpretations have been adopted in the current period and have
affected the amounts reported in these ®nancial statements. Details of other Standards and Interpretations adopted

in these ®nancial statements but that have had no effect on the amounts reported are set out in next section.

Standards affecting presentation and disclosure

Reference Description
Amendments to AASB 101 The amendments (part of AASB 2010-4 2Further
a8Presentation of Financial Statements® Amendments to Australian Accounting Standards arising

from the Annual Improvements Project®) clarify that an
entity may choose to present the required analysis of items
of other comprehensive income either in the statement of
changes in equity or in the notes to the ®nancial statements.

Standards and Interpretations affecting the reported results or ®nancial position

There are no new and revised Standards and Interpretations adopted in these ®nancial statements affecting the
reporting results or ®nancial position.
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NOTES TO THE FINANCIAL STATEMENTS (CONT'D)

(v) Standards and interpretations adopted with no effect on ®nancial statements

The following new and revised Standards and Interpretations have also been adopted in these ®nancial statements.
Their adoption has not had any signi®cant impact on the amounts reported in these ®nancial statements but may
affect the accounting for future transactions or arrangements.

Reference

AASB 2009-5 2Further Amendments to Australian
Accounting Standards arising from the Annual
Improvements Project®

AASB 2009-8 2Amendments to Australian Accounting
Standards + Group Cash-Settled Share-based Payment
Transactions®

AASB 2009-102Amendments to Australian Accounting
Standards * Classi®cation of Rights Issues®

AASB 2010-4 2Further Amendments to Australian
Accounting Standards arising from the Annual
Improvements Project®

Interpretation 19 2Extinguishing Financial Liabilities
with Equity Instruments®

Description

A number of the amendments are largely technical,
clarifying particular terms, or eliminating unintended
consequences. The application of AASB 2009-5 has not had
any material effect on amounts reported in the ®nancial
statements.

The application of AASB 2009-8 makes amendments to
AASB 2 @Share-based Payment® to clarify the scope of AASB
2, as well as the accounting for group cash-settled share-
based payments transactions in the separate (or individual)
®nancial statements of an entity receiving the goods or
services when another group entity or shareholder has the
obligation to settle the award.

The application of AASB 2009-10 makes amendments to
AASB 132 @Financial Instruments: Presentations® to address
the classi®cation of certain rights issues denominated in
a foreign currency as either an equity instrument or as a
®nancial liability. To date, the Group has not entered into
any arrangements that would fall within the scope of the
amendments.

Except for the amendments to AASB 101 described earlier
in this section, the application of AASB 2010-4 has not had
any material effect on amounts reported in the ®nancial
statements.

This Interpretation provides guidance regarding the
accounting for the extinguishment of a ®nancial liability
by the issue of equity instruments. In particular the equity
instruments issued under such arrangements will be
measured at their fair value and any difference between
the carrying amount of the ®nancial liability extinguished
and the fair value of equity instruments issued will be
recognised in the pro®t or loss. To date, the Group has not
entered into transactions of this nature.
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(v) Standards and interpretations in issue not yet adopted

At the date of authorisation of the ®nancial statements, the Standards and Interpretations listed below were in issue

but not yet effective:

Standard / Interpretation

AASB 9 @Financial Instruments®,
AASB 2009-11 2Amendments to
Australian Accounting Standards
arising from AASB 9° and AASB
2010-7 2Amendments to Australian
Accounting Standards arising from
AASB 9 (December 2010)°

AASB 124 2Related Party Disclosures
(Revised December 2009), AASB
2009-12 2Amendments to Australian
Accounting Standards®

AASB 1054 2Australian Additional
Disclosures®

AASB 2009-14 2Amendments

to Australian Interpretation +
Prepayments of a Minimum Funding
Requirement®

AASB 2010-5 2Amendments to
Australian Accounting Standards®

AASB 2010-6 2Amendments to
Australian Accounting Standards *
Disclosures on Transfers of Financial
Assets®

AASB 2010-8 2Amendments to
Australian Accounting Standards *
Deferred Tax: Recovery of Underlying
Assets®

AASB 2011-1 2Amendments to
Australian Accounting Standards
arising from the Trans-Tasman
Convergence Project®

AASB 2011-2 2Amendments to the
Australian Accounting Standards
arising from the Trans-Tasman
Convergence Project + Reduced
Disclosure Requirements®

Effective for annual

reporting

periods beginning on or after

1 January 2013

1 January 2011

1 July 2011

1 January 2011

1 January 2011

1 July 2011

1 January 2012

1 July 2011

1 July 2011
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30 June 2012

30 June 2012
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NOTES TO THE FINANCIAL STATEMENTS (CONT'D)

(vii) Going concern basis

The Consolidated Entity has recorded a loss after tax for the year of $4,424,544 (2010: $4,076,591 loss after tax). At

30 June 2011, the Consolidated Entity had a working capital surplus of $2,397,636 (2010: working capital de®ciency

of $3,727,562). The Directors have prepared the ®nancial statements on a going concern basis, which contemplates

continuity of normal business activities and the realisation of assets and settlement of liabilities in the ordinary course

of business. The Directors believe this to be appropriate for the following reasons:

S THE #ONSOLIDATED %NTITY S 3TAGE OF THE .ANJING &ACILITY COMPLETED
TOGETHER WITH THE INTRODUCTION OF NEW PRODUCTS THAT WILL BOOST SAL

S THE #ONSOLIDATED %NTITY WILL FURTHER REDUCE CORPORATE AND OTHER NI
REVENUE ACTIVITIES

S THE #OMPANY IS IN DISCUSSION WITH SEVERAL PARTIES AND IS CONIDENT C
REQUIRED

S THE #ONSOLIDATED %NTITY S 3TAGE OF THE .ANJING &ACILITY HAS BEEN C¢(
increase its existing operating facility to RMB34 million (approximately AUD5 million). As at the date of this
report, RMB14.1 million (approximately AUD2.1 million) of the operating facility is still available for draw down
if required. The bank has con®rmed that the operating facility of RMB34 million will be available for Vmoto for
A MINIMUM PERIOD OF MONTHS FROM THE DATE OF THIS REPORT

s THE #ONSOLIDATED %NTITY HAS ALSO PUT IN PLACE AN UNSECURED DEBT
AUD740,000). As at the date of this report, RMB2.4 million (approximately AUD350,000) of the debt facility is
STILL AVAILABLE FOR DRAW DOWN IF REQUIRED AND

S THE $IRECTORS HAVE PREPARED CASH mOW FORECASTS THAT INDICATE THE 1
for the period ended 30 June 2012 and will enable the Consolidated Entity to pay its debts as and when they fall
due.

Based on the above, the Directors are con®dent that the Consolidated Entity and the Company will be able to
continue operations into the foreseeable future.

The accounting policies set out below have been applied consistently to all periods presented in the consolidated ®nancial
statements, and have been applied consistently by all entities in the Consolidated Entity.

(b)

Principles of consolidation

Subsidiaries

Subsidiaries are entities controlled by the Company. Control exists when the Company has the power to govern
the ®nancial and operating policies of an entity so as to obtain bene®ts from its activities. In assessing control,
potential voting rights that currently are exercisable are taken into account. The ®nancial statements of subsidiaries
are included in the consolidated ®nancial statements from the date that control commences until the date that
control ceases. The accounting policies of subsidiaries have been changed when necessary to align them with the
policies adopted by the Consolidated Entity.

Non-controlling interests in equity and results of the entities that are controlled by the Company are shown as a
separate item in the consolidated ®nancial statements.

In the Company's ®nancial statements, investments in subsidiaries are carried at cost.
Transactions eliminated on consolidation

Unrealised gains and losses and inter-entity balances resulting from transactions with or between subsidiaries are
eliminated in full on consolidation.
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(d)

Foreign currency translation

Both the functional and presentation currency of the Company and its Australian subsidiaries is Australian dollars
(A3).

Transactions in foreign currencies are initially recorded in the functional currency at the exchange rates ruling at the
date of the transaction. Monetary assets and liabilities denominated in foreign currencies are retranslated at the rate
of exchange ruling at the balance sheet date.

All differences in the consolidated ®nancial report are taken to the pro®t & loss with the exception of differences
on foreign currency borrowings that provide a hedge against a net investment in a foreign entity. These are taken
directly to equity until the disposal of the net investment, at which time they are recognised in the pro®t & loss.

Tax charges and credits attributable to exchange differences on those borrowings are also recognised in equity.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the
exchange rate as at the date of the initial transaction.

Non-monetary items measured at fair value in a foreign currency are translated using the exchange rates at the date
when the fair value was determined.

The functional currency of the overseas subsidiaries Vmoto International Ltd is United States dollars (US$).

The functional currency of the overseas subsidiaries Nanjing Vmoto Company Limited and Nanjing Vmoto E-Max
Electric Vehicles Development Company Limited is Renminbi (RMB or Chinese Yuan).

The functional currency of the overseas subsidiaries Vmoto E-Max International Ltd and Vmoto Europe Operations
S.L is Euro dollars (EUR).

As at the reporting date the assets and liabilities of these overseas subsidiaries are translated into the presentation
currency of Vmoto at the rate of exchange ruling at the balance sheet date and the income statements are translated
at the weighted average exchange rates for the period.

The exchange differences arising on the retranslation are taken directly to a separate component of equity.

On disposal of a foreign entity, the deferred cumulative amount recognised in equity relating to that particular
foreign operation is recognised in the pro®t & loss.

Revenue recognition

Revenues are recognised at fair value of the consideration received net of the amount of goods and services tax (GST)
payable to the taxation authority. Exchange of goods or services of the same nature without any cash consideration
are not recognised as revenue.

Sale of goods

Revenue from the sale of goods is recognised upon delivery of goods to customers.

Interest income

Interest income is recognised as it accrues.
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NOTES TO THE FINANCIAL STATEMENTS (CONT'D)

(e)

®

(9)

Trade and other receivables

Trade receivables, which generally have 30-60 day terms, are recognised and carried at original invoice amount less
any uncollectible amounts.

An estimate for doubtful debts is made when collection of the full amount is no longer probable. Bad debts are
written off when identi®ed.

Acquisition of assets

All assets acquired including plant and equipment and intangibles other than goodwill are initially recorded at their
cost of acquisition at the date of acquisition, being the fair value of the consideration provided plus incidental costs
directly attributable to the acquisition.

When equity instruments are issued as consideration, their market price at the date of acquisition is used as fair value.
Transaction costs arising on the issue of equity instruments are recognised directly in equity subject to the extent of
proceeds received, otherwise expensed.

Goodwill

Goodwill on acquisition is initially measured at cost being the excess of the cost of the business combination over the
acquirer's interest in the net fair value of the identi®able assets, liabilities and contingent liabilities.

Following initial recognition, goodwill is measured at cost less any accumulated impairment losses.
Goodwill is not amortised.

Goodwill is reviewed for impairment, annually or more frequently if events or changes in circumstances indicate that
the carrying value may be impaired.

As at the acquisition date, any goodwill acquired is allocated to each of the cash-generating units expected to bene®t
from the combination's synergies.

Impairment is determined by assessing the recoverable amount of the cash-generating unit to which the goodwill
relates.

Where the recoverable amount of the cash-generating unit is less than the carrying amount, an impairment loss is
recognised.

Where goodwill forms part of a cash-generating unit and part of the operation within that unit is disposed of,
the goodwill associated with the operation disposed of is included in the carrying amount of the operation when

determining the gain or loss on disposal of the operation.

Goodwill disposed of in this circumstance is measured on the basis of the relative values of the operation disposed of
and the portion of the cash-generating unit retained.
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(h)

Investments
Controlled entities

Investments in controlled entities are carried in the Company's ®nancial statements at the lower of cost and recoverable
amount. Refer to note 1(0).

Property, Plant and Equipment
s 2ECOGNITION AND MEASUREMENT

Iltems of property, plant and equipment are measured at cost less accumulated depreciation and accumulated
impairment losses.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of assets may include
the cost of materials and direct labour, and any other costs directly attributable to bringing the assets to a working
condition for its intended use, and the costs of dismantling and removing the items and restoring the site on which
they are located. Borrowing costs related to the acquisition of an asset are capitalised.

Gains and losses on disposal of an item of property, plant and equipment are determined by comparing the proceeds
from disposal with the carrying amount of property, plant and equipment and are recognised net within 2other
income® in pro®t or loss.

s 3UBSEQUENT COSTS

The cost of replacing part of an item of property, plant and equipment is recognised in the carrying amount of the
item if it is probable that the future economic bene®ts embodied within the part will "ow to the Consolidated Entity
and its cost can be measured reliably. The costs of the day-to-day servicing of property, plant and equipment are
recognised in the pro®t & loss as incurred.

s $EPRECIATION

Depreciation is recognised in pro®t or loss on a straight-line basis over the estimated useful lives of each of property,
plant and equipment. Leased assets are depreciated over the shorter of the lease term and their useful lives unless
it is reasonably certain that the Consolidated Entity will obtain ownership by the end of the lease term. Land is not
depreciated. Building will be depreciated once the asset is in the condition necessary for it to be capable of operating
in the manner intended by management.

The estimated useful lives for the current and comparative periods are as follows:

Plant and equipment 3+ 10 years
Motor vehicles 10 years
Of®ce furniture & equipment 5 years
Building 20 years
Leasehold improvements 5 years

Depreciation methods, useful lives and residual values are reviewed at each reporting date.
s )MPAIRMENT

The carrying values of plant and equipment are reviewed for impairment when events or changes in circumstances
indicate the carrying value may not be recoverable.
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NOTES TO THE FINANCIAL STATEMENTS (CONT'D)

@

(k)

o

(m)

For an asset that does not generate largely independent cash in ows, the recoverable amount is determined for the
cash-generating unit to which the asset belongs.

If any such indication exists and where the carrying values exceed the estimated recoverable amount, the assets or
cash-generating units are written down to their recoverable amount.

The recoverable amount of plant and equipment is the greater of fair value less costs to sell and value in use. In
assessing value in use, the estimated future cash ows are discounted to their present value using a pre-tax discount
rate that re ects current market assessments of the time value of money and the risks speci®c to the asset.
Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get ready for their intended use or sale, are added to the

cost of those assets, until such time as the assets are substantially ready for their intended use or sale.

Investment income earned on the temporary investment of speci®c borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in pro®t or loss in the period in which they are incurred.

Payables

Payables, including goods received and services incurred but not yet invoiced, are recognised at the nominal amount
when the Consolidated Entity becomes obliged to make future payments as a result of a purchase of assets or receipt
of services.

Goods and Services Tax
Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST), except where the
amount of GST incurred is not recoverable from the taxation authority. In these circumstances the GST is recognised

as part of the cost of acquisition of the asset or as part of the expense.

Receivables and payables are stated with the amount of GST included. The net amount of GST recoverable from, or
payable to, the tax of®ce is included as a current asset or liability in the statement of ®nancial position.

Cash ows are included in the statement of cash "ows on a gross basis. The GST components of cash “ows arising
from investing and ®nancing activities which are recoverable from, or payable to, the tax of®ce are classi®ed as
operating cash “ows.

Inventories

Inventories are measured at the lower of cost and net realisable value. The cost of inventories includes expenditure
incurred in acquiring the inventories, production or conversion costs and other costs incurred in bringing them to

their existing location and condition.

Net realisable value is the estimated selling price in the ordinary course of business, less the estimated costs of
completion and selling expenses.
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(0)

(P)

@

Leased assets

Leases under which the Consolidated Entity assumes substantially all the risks and bene®ts of ownership are classi®ed
as ®nance leases. Upon initial recognition the leased asset is measured at an amount equal to the lower of its fair
value and the present value of the minimum lease payments. Subsequent to initial recognition, the asset is accounted
for in accordance with the accounting policy applicable to that asset.

Other leases are operating leases and the leased assets are not recognised on the Consolidated Entity's statement of
®nancial position. Payments made under operating leases are recognised as an expense in the pro®t and loss.

Recoverable amount of assets

At each reporting date, the Consolidated Entity assesses whether there is any indication that an asset may be impaired.
Where an indicator of impairment exists, the Consolidated Entity makes a formal estimate of recoverable amount.
Where the carrying amount of an asset exceeds its recoverable amount the asset is considered impaired and is written
down to its recoverable amount.

Recoverable amount is the greater of fair value less costs to sell and value in use. It is determined for an individual
asset, unless the asset's value in use cannot be estimated to be close to its fair value less costs to sell and it does not
generate cash in ows that are largely independent of those from other assets or groups of assets, in which case, the
recoverable amount is determined for the cash-generating unit to which the asset belongs.

In assessing value in use, the estimated future cash “ows are discounted to their present value using a pre-tax discount
rate that re ects current market assessments of the time value of money and the risks speci®c to the asset.
Interest-bearing loans and borrowings

All loans and borrowings are initially recognised at the fair value of the consideration received net of issue costs
associated with the borrowing.

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost using
the effective interest method. Amortised cost is calculated by taking into account any issue costs, and any discount or
premium on settlement.

Gains and losses are recognised in the pro®t & loss when the liabilities are derecognised as well as through the
amortisation process.

Convertible notes and debenture

The convertible notes and debenture are compound ®nancial instruments with separate liability and equity components
identi®ed on initial recognition. Transaction costs are deducted against the liability and equity component of the
compound ®nancial instrument on a proportionate basis at amortised cost using the effective interest rate method.
Share-based payment transactions

The Consolidated Entity provides bene®ts to employees (including Directors) of the Consolidated Entity in the form
of share-based payment transactions, whereby employees render services in exchange for shares or rights over shares

(Cequity-settled transactions').

The Company operates an incentive scheme to provide these bene®ts, known as the Vmoto Employee Option Scheme
(the 8Scheme®) approved at the annual general meeting on 27 November 2007.
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(®)

®

The cost of these equity-settled transactions with employees is measured by reference to the fair value at the date at
which they are granted. The fair value is determined using a Binomial Option Valuation model.

In valuing equity-settled transactions, no account is taken of any performance conditions, other than conditions
linked to the price of the shares of Vmoto Limited ("market conditions').

The cost of equity-settled transactions is recognised, together with a corresponding increase in equity, over the period
in which the performance conditions are ful®lled, ending on the date on which the relevant employees become fully
entitled to the award (‘vesting date’).

The cumulative expense recognised for equity-settled transactions at each reporting date until vesting date re ects (i)
the extent to which the vesting period has expired and (ii) the number of awards that, in the opinion of the Directors
of the Consolidated Entity, will ultimately vest. This opinion is formed based on the best available information at
balance date. No adjustment is made for the likelihood of market performance conditions being met as the effect of
these conditions is included in the determination of fair value at grant date.

No expense is recognised for awards that do not ultimately vest, except for awards where vesting is conditional upon
a market condition.

Where the terms of an equity-settled award are modi®ed, as a minimum an expense is recognised as if the terms had
not been modi®ed. In addition, an expense is recognised for any increase in the value of the transaction as a result of
the modi®cation, as measured at the date of modi®cation.

Where an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, and any
expense not yet recognised for the award is recognised immediately. However, if a new award is substituted for the
cancelled award, and designated as a replacement award on the date that it is granted, the cancelled and new award
are treated as if they were a modi®cation of the original award, as described in the previous paragraph.

The dilutive effect, if any, of outstanding options is re ected as additional share dilution in the computation of
earnings per share.

Employee bene®ts

Liabilities for employee bene®ts for wages, salaries and annual leave represent present obligations resulting from
employees' services provided to reporting date, calculated at undiscounted amounts based on remuneration, wage
and salary rates that the Consolidated Entity expects to pay as at reporting date including related on-costs, such as
workers compensation insurance and payroll tax.

Income tax

Income tax expense recognised in the income statement relates to current tax and deferred tax. Income tax expense
is recognised in pro®t or loss except to the extent that it relates to items recognised directly in equity, in which case
it is recognised in equity.

Current tax

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively
enacted at the reporting date, and any adjustment to tax payable in respect of previous years.
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Deferred tax

Deferred tax is recognised using the balance sheet method, providing for temporary differences between the carrying
amounts of assets and liabilities for ®nancial reporting purposes and amounts used for taxation purposes.

Deferred tax is not recognised for the following temporary differences:
i. the initial recognition of assets or liabilities in a transaction that is not a business combination and, at the time

OF THE TRANSACTION AFFECTS NEITHER THE ACCOUNTING PROIT NOR TAXABL
ii.  differences relating to investments in subsidiaries and jointly controlled entities to the extent that it is probable

that they will not reverse in the foreseeable future.

Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences when they
reverse, based on the laws that have been enacted or substantively enacted by the reporting date.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and
assets, and they relate to income taxes levied by the same tax authority on the same taxable entity, or on a different
tax entities, but they intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities
will be realised simultaneously.

A deferred tax asset is recognised to the extent that it is probable that future taxable pro®ts will be available against
which the temporary difference can be utilised. Deferred tax assets are reviewed at each reporting date and are
reduced to the extent that it is no longer probable that the related tax bene®t will be realised.

The Company and its subsidiaries have unused tax losses as at the reporting date. However, no deferred tax balances
have been recognised, as it is considered that asset recognition criteria have not been met at this time.

Intellectual Property

Intellectual property acquired separately or in a business combination is initially measured at cost. The cost of
intellectual property acquired in a business combination is its fair value as at the date of acquisition. Following
initial recognition, intellectual property is carried at cost less any accumulated amortisation and any accumulated
impairment losses.

The useful life of intellectual property is assessed to be either ®nite or inde®nite.

Intellectual property with a ®nite life is amortised over the useful life of 5 years and tested for impairment whenever
there is an indication that the intangible asset may be impaired. The amortisation period and the amortisation
method for an intangible asset with a ®nite useful life is reviewed at least at each ®nancial year-end. Changes in the
expected useful life or the expected pattern of consumption of future economic bene®ts embodied in the asset are
accounted for prospectively by changing the amortisation period or method, as appropriate, which is a change in
accounting estimate. The amortisation expense on intellectual property with a ®nite life is recognised in pro®t or loss
in the expense category consistent with the function of the intellectual property.

Intellectual property with an inde®nite useful life is tested for impairment annually at the cash-generating unit level
consistent with the methodology outlined for goodwill above. Such intellectual property is not amortised. The useful
life of an intangible asset with an inde®nite life is reviewed each reporting period to determine whether inde®nite
life assessment continues to be supportable. If not, the change in the useful life assessment from inde®nite to ®nite
is accounted for as a change in an accounting estimate and is thus accounted for on a prospective basis.
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v)

(W)

Research and development

Expenditure on research activities, undertaken with the prospect of gaining new technical knowledge and
understanding, is recognised as an expense when incurred.

Development activities involve a plan or design for the production of new or substantially improved products.
Development expenditure is capitalised only if development costs can be measured reliably, the product is technically
and commercially feasible, future economic bene®ts are probable and the Consolidated Entity intends to and has
suf®cient resources to complete development and to use or sell that asset. The expenditure capitalised includes
the costs of materials, direct labour and overhead costs that are directly attributable to preparing the asset for its
intended use. Borrowing costs related to the development of qualifying assets are capitalised.

Capitalised development expenditure is measured at cost less accumulated amortisation and accumulated impairment
losses.

Critical judgements in applying accounting policies and key sources of estimation uncertainty

The following are the key assumptions concerning the future, and other key sources of estimation uncertainty at the
end of the reporting period, that have a signi®cant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next ®nancial year.

Impairment of goodwill

Determining whether goodwill is impaired requires an estimation of the value in use of the cash generating unit to
which goodwill has been allocated. The value in use calculation requires the Directors to estimate the future cash

“ows expected to arise from the cash-generating unit and a suitable discount rate in order to calculate present value.

The carrying amount of goodwill at the end of the reporting period was $6 million.

Useful lives of property, plant and equipment
As described at Note 1 (i) above, the Group reviews the estimated useful lives of property, plant and equipment at

the end of each annual reporting period. During the ®nancial year, the Directors determined that the useful lives of
all items of equipment should remain the same as assessed previously.
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2011 2010

$ $
2. REVENUES AND EXPENSES
(@) Otherincome
Interest income 51,219 50,333
Rent income 28,000 -
Commissions - 14,321
Net gain on disposal of plant & equipment - 3,070
Net foreign exchange gain - 110,400
Written off of trade and other payables 114,231 -
Other income 74,879 216,693
268,329 394,817
(b) Other expenses
Increase in provision for impairment loss 105,293 1,479
Net foreign exchange loss 3,819 -
109,112 1,479
(c) Employee bene®ts expense
Wages and salaries costs 2,300,183 1,967,888
Superannuation costs 99,008 56,828
Increase/(decrease) in liability for annual leave (12,320) 3,741
2,386,871 2,028,457
(d) Depreciation and amortisation
Depreciation 741,980 304,038
Amortisation 281,274 42,185
1,023,254 346,223
3. AUDITOR'S REMUNERATION
Audit services:
- audit and review of ®nancial reports 112,982 116,743
Non-audit services:
- corporate advisory services - -
112,982 116,743
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2011 2010
$ $
4. INCOME TAX
(&) Income tax expense
Current - -
Non-current - -
(b) Numerical reconciliation between tax bene®t and pre-tax net loss
Loss before income tax bene®t (4,424,543) (4,076,591)
Income tax credit calculated at 30% 1,327,362 1,210,699
Tax effect on amounts which are not tax deductible:
Amounts provided against loans to controlled entities - -
Pro®ts/(Losses) of foreign subsidiaries/operations not
regarded as assessable/(deductible) (257,755) (543,540)
Prior period adjustment - -
Pro®t of foreign subsidiaries regarded as assessable income - -
Share option expenses - -
Miscellaneous 12,673 22,699
Goodwill written off - -
Deferred tax asset not brought to account (1,082,281) (702,136)
Income tax credit / (expense) - -
(c) Tax losses
Unused tax losses for which no deferred tax asset has been recognised (as recovery is currently not probable)
Potential at 30% (2010: 30%) 4,323,832 3,780,067
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2011 2010

$ $
4.  INCOME TAX (CONT'D)
(d) Unrecognised temporary differences
Temporary differences for which deferred tax assets have not been recognised:
Amounts provided against investments - -
Employee bene®ts provision 6,709 10,405
Provision for doubtful receivables 18,292 -
Capital raising costs 211,397 209,008
Accrued superannuation 2,005 3,761
Amounts provided against other loans - -
Sundry amounts - -
Unrecognised deferred tax assets relating
to the above temporary differences 238,403 223,174

Temporary differences for which deferred
tax liabilities have not been recognised:
Prepayments - -

Unrecognised deferred tax liabilities relating
to the above temporary differences - -

(e) Tax Rates
The potential tax bene®t at 30 June 2011 in respect of tax losses not brought into account has been calculated at 30%
for Australian entities. This same rate applied for the year ended 30 June 2010

5. CASH AND CASH EQUIVALENTS

Cash and bank balances 701,599 2,589,599

6. TRADE AND OTHER RECEIVABLES

Current
Trade receivables 576,220 315,069
Less:Provision for impairment loss (37,814) -
538,406 315,069
Other receivables 891,810 509,161
1,430,216 824,230

Impaired Trade Receivables

Trade receivables are non-interest bearing and are generally on 30-60 days terms. A provision for impairment loss is
recognised when there is objective evidence that an individual trade receivable is impaired. An impairment loss of
$105,293 for trade and other receivables has been recognised by the Consolidated Entity during the year ended 30
June 2011 and included in 2other expenses® in the consolidated statement of comprehensive income.
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2011 2010
$ $

Movements in the provision for impairment of trade receivables were as follows:
At 1 July - 53,342
Provision for impairment during the year 37,814 1,479
Receivables written off as uncollectible - (54,821)
At 30 June 37,814 -

At 30 June, the ageing analysis of trade receivables is as follows:

0 + 30 Days 155,656 19,249
31 + 60 Days - 207,070
61 + 90 Days past due not impaired 27,773 -
+90 Days past due not impaired 354,977 88,750
+90 Days considered impaired 37,814 -
576,220 315,069

As of 30 June 2011, trade receivables of $382,750 (2010: $88,750) were past due but not impaired. These relate to a
number of independent customers for whom there is no recent history of default.

Current
Loans to other entities 23,161 -
Less: Provision for non-recovery (23,161) -

The loans to controlled and other entities are unsecured, interest free and of no ®xed term.

7. INVENTORIES

Raw materials 2,261,080 2,140,943
Semi-®nished goods 818,599 -
Finished goods 397,397 322,611

3,477,076 2,463,554

8. OTHER ASSETS

Prepayments 997,598 1,462,874
Other assets 67,978 172,921
1,065,576 1,635,795
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9. PROPERTY, PLANT & EQUIPMENT

Of®ce
Plant & Motor  furniture & Leasehold
equipment vehicles  equipment Land Building improvement Total
Year ended 30 June 2010
At 1 July 2009, net of accumulated
depreciation 1,030,306 - 18,198 915,291 1,816,880 207,597 3,988,272
Additions 608,953 36,360 12,455 - 462,776 - 1,120,544
Assets acquired on acquisition of
E-Max 336,365 - - - - - 336,365
Disposals (9,164) - (2,251) - - - (11,415)
Depreciation for the year (239,318) (1,546) (7,567) - - (55,608)  (304,039)
Exchange differences (2,678) - - (43,923) (22,758) - (69,359)
At 30 June 2010, net of
accumulated depreciation 1,724,464 34,814 20,835 871,368 2,256,898 151,989 5,060,368
At 30 June 2010
Cost 2,227,482 36,360 82,886 871,368 2,256,898 278,041 5,753,035
Accumulated depreciation (503,018) (1,546) (62,051) - - (126,052) (692,667)
Net carrying amount 1,724,464 34,814 20,835 871,368 2,256,898 151,989 5,060,368
Year ended 30 June 2011
At 1 July 2010, net of accumulated
depreciation 1,724,464 34,814 20,835 871,368 2,256,898 151,989 5,060,368
Additions 421,605 - - - 1,167,368 - 1,588,973
Disposals (148,597) - - - - - (148,597)
Depreciation for the year (531,731) (3,512) (8,257) - (50,153) (148,327)  (741,980)
Exchange differences (287,313) (6,562) - (138,438) (436,336) - (868,649)
At 30 June 2011, net of
accumulated depreciation 1,178,428 24,740 12,578 732,930 2,937,777 3,662 1,890,115
At 30 June 2011
Cost 1,867,270 29,798 82,886 732,930 2,987,930 278,041 5,978,855
Accumulated depreciation (688,842) (5,058) (70,308) - (50,152) (274,379)  .,088,740)
Net carrying amount 1,178,428 24,740 12,578 732,930 2,937,778 3,662 1,890,115

An impairment test has been performed in conjunction with intangible assets and the details of assumptions used are in Note 10.

Assets pledged as security

Freehold land and buildings with a carrying amount of approximately $3.7 million have been pledged to secure
borrowings of the Group (see note 13). The freehold land and buildings have been pledged as security for the bank
operating facility under a mortgage. The Group is not allowed to pledge these assets as security for other borrowings
or to sell them to another entity.
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10. INTANGIBLES
Licences and Development
Goodwill trademark costs Total
Year ended 30 June 2010
Balance at 1 July 2009 4,624,781 1,115,087 169,212 5,909,080
Additions 1,988,640 22,685 127,534 2,138,859
Amortisation - - (42,185) (42,185)
Exchange differences - (68,832) 18,195 (50,637)
Balance at 30 June 2010 6,613,421 1,068,940 272,756 7,955,117
At 30 June 2010
Cost 12,723,234 1,075,005 367,673 14,165,912
Accumulated amortisation and impairment (6,109,813) (6,065) (94,917) 6,210,795)
Net carrying amount 6,613,421 1,068,940 272,756 7,955,117
Year ended 30 June 2011
Balance at 1 July 2010 6,613,421 1,068,940 272,756 7,955,117
Additions - 382,459 8,518 390,977
Amortisation - - (281,274) (281,274)
Reclassi®cation (573,689) 573,689 - -
Exchange differences - (170,587) - (170,587)
Balance at 30 June 2011 6,039,732 1,854,501 - 7,894,233
At 30 June 2011
Cost 12,149,545 1,860,566 376,192 14,386,303
Accumulated amortisation and impairment (6,109,813) (6,065) (376,192) 6,492,070)
Net carrying amount 6,039,732 1,854,501 - 7,894,233

The goodwill on acquiring FMC on 1 January 2007 and E-Max in January 2010 is allocated to the cash generating unit
within the Chinese geographical location segment as the Company's manufacturing facility and main operations are
located in China. The recoverable amount of the goodwill has been determined using value in use method based on
the net present value of projected earnings before interest, tax and depreciation using cash ow projections based
on ®nancial budgets approved by senior management covering a ®ve-year period. The cash ow projections were
prepared based on past experience and contracts that are in place.

The pre-tax, risk free discount rate applied to cash “ow projections is 15% (2010: 15%). The calculated recoverable
amount exceeds the carrying amount of the goodwill of FMC and E-Max such that no impairment of the goodwill has
occurred. Management believe that no reasonably possible change in any of the above key assumptions would cause
the carrying amount of the goodwill to materially exceed its recoverable amount.

The additions to the license and trademarks during the year are the consideration paid to trademark lawyers to
apply and register Vmoto's trademark in various countries, and value of trademarks and patents transferred as part
of acquisition of E-Max.

The development costs have been fully written off during the year as it is uncertain that the development costs for
the Consolidated Entity's product, Scartt, can be recovered.

The licenses and trademarks are assessed to have inde®nite useful lives and therefore the costs of licenses and
trademarks have not been amortised.

Signi®cant intangible assets

The Company holds a Manufacture license and a Motorcycle/Scooter trademark in China. The carrying amount of the
license and trademark is $864,429 (2010: $1,027,704). The license and trademark is assessed as having inde®nite useful
lives as the license and trademark can be renewed periodically and inde®nitely with minimal fees.
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$ $
11. TRADE AND OTHER PAYABLES
Current - unsecured
Trade creditors 734,133 938,612
Other creditors and accruals 984,678 1,034,219
1,718,811 1,972,831
Non-current - unsecured
Trade creditors - -
12. EMPLOYEE BENEFITS
Provision for annual leave 22,362 34,683
22,362 34,683

13.

Share based payments

Employee Share Option Scheme

The Company operates an incentive scheme to provide these bene®ts, known as the Vmoto Employee Option Scheme
(3Scheme®) approved at the 2007 Annual General Meeting. No employee options have been granted under this

Scheme during the ®nancial year (2010: nil).

INTEREST BEARING LOANS AND BORROWINGS

Current
Secured * Interest bearing
Credit cards

Bank operating facility

Unsecured =* Interest bearing
Other loan

Unsecured = Non-interest bearing
Other loan

The carrying amounts of non-current assets
pledged as security are:

Land and buildings
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2011 2010
$ $
13. INTEREST BEARING LOANS AND
BORROWINGS (CONT'D)
Financing arrangements
The Consolidated Entity has access to the following facilities:
Total facilities available:
Bank operating facility 4,898,430 2,556,243
Other debt facility 720,357 -
5,618,787 2,556,243
Facilities utilised at end of the year:
Bank operating facility 2,161,072 1,712,840
Other debt facility 374,586 -
2,535,658 1,712,840
Facilities not utilised at end of the year:
Bank operating facility 2,737,358 843,403
Other debt facility 345,771 -
3,083,129 843,403

Bank operating facility

The Company secured a bank operating facility of RMB34 million (approximately AUD4.9 million) with China Rural
Credit Cooperative during the year. The bank operating facility is secured by the Company's Nanjing Facility, including
the land, Stage 1 and Stage 2 of the factory. This bank operating facility is a revolving line of credit facility and the
undrawn facility is available for draw down throughout the year.
The loans drawn down from the bank operating facility are repayable as follow:

2-" MILLION 5% WILL BE REPAYABLE ON *ANUARY AND
- RMBS5 million (AUD720,357) will be repayable on 3 May 2012.

The interest rate for the bank operating facility was 8.2% per annum, payable quarterly.

Other debt facility

The Company has put in place an unsecured debt facility of RMB5 million during the year.

The principal amount plus interest will be repayable in full by the Company no longer than one year from the date
of advancement. The interest rate for the other debt facility was 10% per annum.
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14. ISSUED CAPITAL AND RESERVES
Issued capital
594,955,106 (2010: 494,005,104) fully paid ordinary shares 46,771,854 41,773,036
The following movements in issued capital occurred during the year:
Number of Number of
Shares Shares 2011 2010
2011 2010 $ $
Balance at beginning of year 494,005,104 355,067,393 41,773,036 28,804,611
Issue of Shares at 4.4032 cents each - 567,769 - 25,000
Issue of Shares at 4.8086 cents each - 1,310,153 - 63,000
Issue of Shares at 5.1873 cents each - 867,503 - 45,000
Issue of Shares at 5.1873 cents each - 790,973 - 41,030
Issue of Shares at 4 cents each - 47,812,500 - 1,912,500
Issue of Shares at 4 cents each - 3,120,600 - 124,824
Issue of Shares at 4 cents each - 1,375,000 - 55,000
Issue of Shares at 4 cents each - 1,532,813 - 61,313
Issue of Shares at 4 cents each - 1,819,251 - 72,770
Issue of Shares at 4 cents each - 1,603,685 - 64,147
Issue of Shares at 4 cents each - 2,500,000 - 100,000
Issue of Shares at 4 cents each - 3,197,337 - 127,893
Issue of Shares at 4 cents each - 625,000 - 25,000
Issue of Shares at 4 cents each - 3,375,000 - 135,000
Issue of Shares at 7 cents each - 1,768,886 - 123,822
Issue of Shares at 16 cents each - 21,875,000 - 3,500,000
Issue of Shares at 16 cents each - 875,000 - 140,000
Issue of Shares at 10 cents each - 500,000 - 50,000
Issue of Shares at 8.3 cents each - 759,941 - 63,075
Issue of Shares at 8.3 cents each - 762,109 - 63,255
Issue of Shares at 8.3 cents each - 6,480,731 - 537,901
Issue of Shares at 20 cents each - 30,000,000 - 6,000,000
Issue of Shares at 20 cents each - 600,000 - 120,000
Issue of Shares for acquisition of E-Max - 4,818,460 - 867,323
Issue of Shares for acquisition of E-Max 22,400,000 - 3,136,000 -
Issue of Shares at 12 cents each 4,166,668 - 500,000 -
Issue of Shares at 6 cents each 70,216,667 - 4,213,000 -
Issue of Shares for amended placement terms 3,077,429 - - -
Issue of Shares for amended placement terms 1,089,238 - - -
Consideration paid in excess of carrying value
of non-controlling interest - - (2,761,982) (954,429)
Share issue costs - - (88,200) (395,000)
Balance at end of year 594,955,106 494,005,104 46,771,854 41,773,036
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14. ISSUED CAPITAL AND RESERVES (CONT'D)
Options
Unissued shares under option

At 30 June 2011, options over unissued ordinary shares of the Company were:

Expiry Date Exercise Price Number
30 June 2012 15.0 cents 2,000,000
30 September 2012 20.0 cents 9,000,000
14 July 2013 9.0 cents 3,241,527
3 July 2012 10.0 cents 2,000,000

No options were granted during the current year.

2011 2010
$ $

Reserves
Reserves at the beginning of the year 904,237 1,033,729
Movements in share-based payment reserve - 100,000
Movements in foreign currency translation reserve (2,143,779) (229,492)
Reserves at the end of the year (1,239,542) 904,237
Comprises of:
Share-based payment reserve 1,043,036 1,043,036
Foreign currency translation reserve (2,282,578) (138,799)
Reserves at the end of the year (1,239,542) 904,237

The share-based payments reserve is used to recognise the fair value of options issued but not exercised.

The foreign currency translation reserve is used to record exchange differences arising from the translation of the
®nancial statements of foreign operations.
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15. CAPITAL RISK MANAGEMENT
The Consolidated Entity manages its capital to ensure their ability to continue as a going concern and to achieve
returns to the shareholders and bene®ts for other stakeholders through the optimisation of debt and equity balance.
The capital structure of the Consolidated Entity is adjusted to achieve its goals whilst ensuring the lowest cost of the
capital.
Management monitors capital on the basis of the gearing ratio (net debt/ total capital). During 2011, the Consolidated
Entity's strategy is to utilise its operating facility and also achieve its expansion program. The gearing ratios at 30 June
2011 and 2010 were as follows:
2011 2010
$ $
Total borrowings 4,254,469 3,750,933
Less: cash and cash equivalents (701,599) (2,589,599)
Net debt 3,552,870 1,161,334
Total equity 15,181,984 16,743,047
Total capital 18,734,854 17,904,381
Gearing ratio 19.0% 6.5%
The major contributor to the movement in the gearing ratio has been the increase of borrowings during the year.
16. ACCUMULATED LOSSES
Accumulated losses at the beginning of the year (25,925,784) (22,282,585)
Loss for the year (4,424,544) (3,643,199)
Accumulated losses at the end of the year (30,350,328) (25,925,784)
17. SEGMENT REPORTING

AASB 8 requires operating segments to be identi®ed on the basis of internal reports about components of the Group
that are regularly reviewed by the chief operating decision maker in order to allocate resources to the segments and
to assess their performance. The entity has complied with AASB 8, which requires operating segments to be identi®ed.

The continuing operations of the Consolidated Entity are predominantly in the scooter including petrol and electric
scooters, ATV and engine manufacture and distribution industry.

In prior years, reported segments were based on the geographical segments of the Group, being Australia, Spain and
China. This assessment of identi®able segments has not changed in the current year, as management accounts and
forecasts submitted to the chief operating decision maker for the purpose of resource allocation and assessment of
segment performance are split into these same components.

The scooter, ATV and engine segments are managed on a worldwide basis, but operate in three principal geographical
areas: Australia, China and Spain. In China, manufacturing facilities are operated in Nanjing.
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17. SEGMENT REPORTING (CONT'D)

Continuing Operations Australia China Spain Intersegment Consolidated
$A $A $A elimination $A $A

2011 2010 2011 2010 2011 2010 2011 2010 2011 2010
Revenue
Segment revenue 745,937 419,125 6,859,079 17,766,333 839,132 373,950 (1,332,426) (617,467) 7,111,722 17,941,941
Result
Segment result (1,675,218) (1,848,161)  (1,890,144) (1,616,372) (859,182)  (178,666) - - (4,424,544) (3,643,199)
Assets
Segment assets 13,374,235 5,205,048 19,267,005 14,733,819 691,277 1,112,468 (13,873,702) (522,672) 19,458,815 20,528,663
Liabilities

Segment liabilities ~ (252,558)  (267,101) (17,013,888) (3,639,724)  (884,087) (401,463) 13,873,702 522,672  (4,276,831) (3,785,616)

Acquisition of
non-current assets 2,864 24,913 1,586,109 1,431,996 - - - - 1,588,973 1,456,909

Depreciation/
amortisation
of non-current
assets (17,023) (19,995) (355,030) (110,195) (601,627) (216,033) - - (973,680)  (346,223)

The principal activity of the continuing Consolidated Entity is the manufacture, marketing and distribution of:
S 3COOTER INCLUDING PETROL AND ELECTRIC SCOOTERS

S 146S AND

S %NGINES

More than 90% of segment revenue and segment pro®ts/(losses) from ordinary activities, and more than 90% of segment
assets, relate to these operations.
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18.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT
The Consolidated Entity's principal ®nancial instruments comprise bank and other loans, cash and short-term deposits.
The main purpose of these ®nancial instruments is to raise ®nance for the Consolidated Entity's operations.

The Consolidated Entity has various other ®nancial instruments such as trade debtors and trade creditors, which arise
directly from its operations.

Itis, and has been throughout the period under review, the Consolidated Entity's policy that no trading in derivative
instruments shall be undertaken.

Fair values
The Directors consider that the carrying amount of ®nancial assets and ®nancial liabilities recorded in the ®nancial

statements approximates their fair values.

The following table details the fair value of ®nancial assets and liabilities of the Consolidated Entity:

2011 2010
Carrying Fair Carrying Fair
Amount Value amount value
$ $ $ $
Financial assets
Cash and cash equivalents 701,599 701,599 2,589,599 2,589,599
Trade and other receivables 1,430,216 1,430,216 824,230 824,230
Total ®nancial assets 2,131,815 2,131,815 3,413,829 3,413,829
Financial liabilities
Trade and other payables 1,718,811 1,718,811 1,972,831 1,972,831
Borrowings 2,535,658 2,535,658 1,778,102 1,778,102
Total ®nancial liabilities 4,254,469 4,254,469 3,750,933 3,750,933
Net ®nancial assets/ (liabilities) (2,122,654) (2,122,654) (337,104) (337,104)

The main risks arising from the Consolidated Entity's ®nancial instruments are interest rate risk, liquidity risk, foreign
currency risk and credit risk. The Board reviews and agrees policies for managing each of these risks and they are
summarised below.

Sensitivity analysis

In managing interest rate and currency risks, the Company endeavours to reduce the impact of short-term "uctuations
on the Company's earnings. Over the longer term, however, permanent changes in foreign exchange and interest
rates will have an impact on consolidated earnings, although the extent of that impact will depend on the level of
cash resources held by the Consolidated Entity. A general increase of one percentage point in interest rates would not
be expected to materially impact earnings.

Vmoto Limited | 2011 Annual Report | page 57



NOTES TO THE FINANCIAL STATEMENTS (CONT'D)

18.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONT'D)
Interest rate risk

The Consolidated Entity's exposure to market risk for changes in interest rates relates primarily to the Consolidated
Entity's short term debt obligations.

Cash includes funds held in term deposits and cheque accounts during the year, which earned interest at rates ranging
between 0% and 4.79%, depending on account balances.

The following annual interest rates apply to the Consolidated Entity's credit facilities:

Bank operating facility 8.2% variable
Unsecured interest bearing loans 10.0% ®xed

All other ®nancial assets and liabilities are non-interest bearing.

At balance date, the Consolidated Entity had the following mix of ®nancial assets and liabilities exposed to Chinese
variable interest rate risk that are not designated in cash “ow hedges:

2011 2010
$ $
Financial assets
Cash and cash equivalents 701,599 2,589,599
Financial liabilities
Bank operating facility (2,161,072) (1,712,841)
Other debt facility (374,586) -
Net exposure (1,834,059) 876,758

The following sensitivity analysis is based on the interest rate risk exposures in existence at the balance sheet date.

At 30 June, if interest rates had moved, as illustrated in the table below, with all other variables held constant, pre-tax
pro®t and equity would have been affected as follows:

Judgements of reasonable possible movements:

2011 2010
$ $
+1% (100 basis points)
Pre-tax pro®t increase/(decrease) 7,016 25,896
Equity increase/(decrease) 7,016 25,896
-1% (100 basis points)
Pre-tax pro®t increase/(decrease) (7,016) (25,896)
Equity increase/(decrease) (7,016) (25,896)
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18.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONT'D)

Foreign currency risk

The Consolidated Entity is exposed to foreign currency on sales, purchases and borrowings that are denominated in
a currency other than Australian Dollars. The currency giving rise to this risk is primarily US dollars, Euro dollars and
Chinese RMB.

Vmoto International Limited reported in US dollars. Vmoto E-Max International Ltd and Vmoto Europe Operations S.L
reported in Euro dollars. Nanjing Vmoto Co, Ltd together with its subsidiaries reported in Chinese RMB.

At balance date, the Consolidated Entity had the following exposure to US dollars, Euro dollars and Chinese RMB
foreign currency that is not designated in cash “ow hedges:

2011 2010
$ $
Financial assets
Cash and cash equivalents 637,574 2,296,032
Trade and other receivables 1,056,330 687,554
Financial liabilities
Trade and other payables (1,488,616) (1,877,843)
Borrowings (2,535,658) (1,712,841)
Net exposure (2,330,370) (607,098)

The following sensitivity is based on the foreign currency risk exposures in existence at the balance sheet date.

At 30 June, had the Australian Dollar moved, as illustrated in the table below, with all other variables held constant,
equity would have been affected as follows:

Judgements of reasonable possible movements:

2011 2010
$ $
AUD/USD, AUD/EUR and AUD/RMB +20%
Equity increase/(decrease) 388,395 101,183
AUD/USD, AUD/EUR and AUD/RMB -20%
Equity increase/(decrease) (582,592) (149,767)

At this stage, the Consolidated Entity does not seek to hedge this exposure.
Credit risk

The credit risk on ®nancial assets of the Consolidated Entity which have been recognised on the balance sheet is
generally the carrying amount, net of any provision for impairment losses.

The Consolidated Entity continuously monitors credit risks arising from its trade receivables which are principally
with signi®cant and reputable companies. It is the Consolidated Entity's policy that credit veri®cation procedures,

including assessment of credit ratings, ®nancial position, past experience and industry reputation, are performed on

new customers that request credit terms. Risk limits are set for each customer and regularly monitored. Receivable
balances are monitored on an ongoing basis with the result that the Consolidated Entity's exposure to bad debts is

not signi®cant.

The total credit risk exposure of the Consolidated Entity could be considered to include the difference between
the carrying amount of the receivable and the realisable amount. At balance sheet date there were no signi®cant
concentrations of credit risk. The maximum exposure to credit risk is represented by the carrying amount of each
®nancial asset in the balance sheet.
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NOTES TO THE FINANCIAL STATEMENTS (CONT'D)

18. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONT'D)
Liquidity risk
The table below analyses the Consolidated Entity's ®nancial liabilities into relevant maturity groupings based on the
remaining period at the reporting date to the contractual maturity date. The amounts disclosed in the table are the
contractual undiscounted cash ows.
The remaining contractual maturities of the Consolidated Entity's ®nancial liabilities are:
2011 2010
$ $
6 months or less 1,718,811 2,177,497
6 + 12 months 2,535,658 1,773,498
1+ 2years - -
4,254,469 3,950,995
19. COMMITMENTS
Operating lease commitments
Future operating lease rentals not provided for in the ®nancial statements and payable:
Not later than one year 129,204 180,545
Later than one year but not later than ®ve years - 120,363
129,204 300,908

The Consolidated Entity leases property under non-cancellable operating leases expiring within 5 years. Leases
generally provide the Consolidated Entity with a right of renewal at which time all terms are renegotiated.

Finance lease commitments
The Consolidated Entity do not have ®nance lease during the year.

Construction commitments

As at 30 June 2011, the construction of Stage 2 of the Nanjing Manufacturing Facility is completed. The total
outstanding commitment in relation to the construction of Stage 2 is approximately A$561,879, which approximately
A$374,586 and A$187,293 will be due on 31 December 2011 and 31 December 2012 respectively.
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20.

LOSS PER SHARE

The calculation of basic loss per share at 30 June 2011 was based on the loss attributable to ordinary shareholders at
$4,424,544 (2010: $3,643,199) and a weighted average number of ordinary shares outstanding during the ®nancial
year ended 30 June 2011 of 556,822,728 (2010: 454,666,503) calculated as follows:

Number Number

2011 2010
Issued ordinary shares at 1 July 494,005,104 355,067,393
Effect of shares issued on 8 July 2009 - 556,880
Effect of shares issued on 16 July 2009 - 1,256,311
Effect of shares issued on 27 July 2009 - 805,708
Effect of shares issued on 29 July 2009 - 730,296
Effect of shares issued on 28 August 2009 - 40,214,897
Effect of shares issued on 28 August 2009 - 2,624,724
Effect of shares issued on 28 August 2009 - 1,156,507
Effect of shares issued on 28 August 2009 - 1,289,243
Effect of shares issued on 28 August 2009 - 1,530,165
Effect of shares issued on 28 August 2009 - 1,348,853
Effect of shares issued on 28 August 2009 - 2,102,740
Effect of shares issued on 28 August 2009 - 2,689,267
Effect of shares issued on 28 August 2009 - 525,685
Effect of shares issued on 28 August 2009 - 2,838,699
Effect of shares issued on 2 September 2009 - 1,463,571
Effect of shares issued on 16 October 2009 - 16,080,822
Effect of shares issued on 2 November 2009 - 330,137
Effect of shares issued on 25 November 2009 - 453,883
Effect of shares issued on 9 December 2009 - 425,946
Effect of shares issued on 11 December 2009 - 3,586,596
Effect of shares issued on 21 December 2009 - 16,096,438
Effect of shares issued on 10 March 2010 - 1,491,742
Effect of shares issued on 21 July 2010 21,172,603
Effect of shares issued on 15 October 2010 2,956,622
Effect of shares issued on 20 December 2010 37,128,265
Effect of shares issued on 1 February 2011 1,264,697
Effect of shares issued on 24 March 2011 295,437
Issued ordinary shares at 30 June 556,822,728 454,666,503

The Company's potential ordinary shares are not considered dilutive and accordingly the basic loss per share is the

same as the diluted loss per share.
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NOTES TO THE FINANCIAL STATEMENTS (CONT'D)

21. CONTROLLED ENTITIES
Country of Entity interest Entity interest

Incorporation 2011 2010
Parent entity
Vmoto Limited Australia
Controlled entities
Capital Paci®c Pty Ltd Australia 100% 100%
West Sur®ng Products (USA) Pty Ltd (dormant) Australia 100% 100%
Vmoto Scooters & Motorcycles (NZ) Pty Ltd (dormant) Australia 100% 100%
Vmoto International Limited Hong Kong 100% 100%
Vmoto E-Max International Limited Hong Kong 100% 100% @
Nanjing Vmoto Co, Ltd China 100% 100%
Nanjing Vmoto E-Max Electric Vehicles Development Co, Ltd China 100% 100% @
Vmoto Europe Operations S.L. Spain 100% 100%

22.

1.  Although Vmoto owns 100% of the shares in these entities, the Company is only entitled to 60% at 30 June
2010, due to a contract with E-Max ev's Germany Ltd. As at 21 July 2010, Vmoto issued 22,400,000 ordinary
shares to acquire the remaining 40% interest (refer to note 29).

BUSINESS COMBINATIONS

30 June 2011

Acquisition of non-controlling interest of Nanjing Vmoto

During the year, the Company acquired the remaining 40% non-controlling interest of Vmoto E-Max International

Ltd and Nanjing Vmoto E-Max Electric Vehicles Development Co, Ltd taking the Company's interest to 100% and

making them wholly owned subsidiaries.

The consideration of 22,400,000 ordinary shares for the acquisition of the 40% non-controlling interest of Vmoto
E-Max International Ltd and Nanjing Vmoto E-Max Electric Vehicles Development Co, Ltd was issued on 21 July 2010.

The difference between the carrying value of the non-controlling interest and the consideration issued is recognised

directly in equity attributable to the Company. Accordingly, a decrease in contributed equity of $2,761,982 is re ected
in the statement of changes in equity.
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22.

BUSINESS COMBINATIONS (CONT'D)

30 June 2010

The company has accounted for the acquisition of E-Max as follows:

23.

Recognised on Carrying
acquisition amounts
Consideration:
Payment to E-Max of USD700,000 780,380 780,380
Payment to E-Max of RMB5.22 million 852,342 852,342
Total cash consideration paid 1,632,722 1,632,722
4,818,460 ordinary Vmoto shares issued to shareholders of E-Max 867,323 867,323
2,500,045 2,500,045
Fair value of assets acquired:
Plant and equipment 336,365 336,365
Inventory 515,977 515,977
Trademark and patents @ 956,148 956,148
1,808,490 1,808,490
Less fair value of assets attributed to non-controlling interests (723,395) (723,395)
1,085,095 1,085,095
Recognised goodwill ® 1,414,950 1,414,950

1.  The Group has recognised the fair values of the identi®able assets of E-Max based upon the best information
available as of the reporting date. The fair value of identi®able assets is subject to the Directors assessing the
fair value to be attributed to separately identi®able intangible assets acquired.

2. The value of trademarks and patents were determined based on analysis of the net present value of cash “ows.

KEY MANAGEMENT PERSONNEL DISCLOSURES

(@) Details of key management personnel

(i) Directors

Mr Patrick Davin

Mr Yi Ting (Charles) Chen

Mr Trevor Beazley

Mr Russell Goodman
Mr Jack Perkowski

Ms Shannon Coates

Managing Director (Executive) + resigned 26 November 2010

Director (Executive) + appointed 5 January 2007

Director (Non-Executive) + appointed Non-Executive Director 26 October
2006, Executive Director 2 February 2010 and Non-Executive Director 1
January 2011

Director (Non-Executive) + resigned 23 February 2011

Director (Non-Executive) - resigned 27 April 2011

Director (Non-Executive) - appointed 21 June 2011
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NOTES TO THE FINANCIAL STATEMENTS (CONT'D)

(i) Executives

Ms Shannon Coates Company Secretary + appointed 10 May 2007
Mr Yin How (lvan) Teo Group Chief Financial Of®cer * appointed 17 June 2009
Ms Alicia Atkinson Chief Operating Of®cer + appointed 25 January 2011

(b) Remuneration of key management personnel by the Consolidated Entity
Directors

Executive Directors are remunerated by way of a salary or consultancy fees, commensurate with their required level
of services.

Non-executive Directors receive a ®xed monthly fee for their services. Total remuneration for all non-executive
Directors, last voted upon by shareholders at the 2007 Annual General Meeting, is not to exceed $200,000 per annum
and has been set at a level to enable the Company to attract and retain suitably quali®ed Directors. The Company
does not have any scheme relating to retirement bene®ts for Non-Executive Directors.

The Board has not formally constituted an audit, nomination or remuneration committee. The whole Board conducts
the functions of an audit, nomination and remuneration committee.

The Company does not have any scheme relating to retirement bene®ts for Non-Executive Directors.

Executives

Executives are remunerated by way of a salary or consultancy fees, commensurate with their required level of services.
Service contracts

The Consolidated Entity has entered into service contracts with certain key management personnel. The service
agreement outlines the components of compensation paid to key management personnel but does not prescribe

how remuneration levels are modi®ed year to year. Remuneration levels are reviewed annually on a date as close as
possible to 30 June of each year to take into account key management personnel's performance.
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23. KEY MANAGEMENT PERSONNEL DISCLOSURES (CONT'D)

The following table provides the details of all key management personnel and the nature and amount of the elements
of their remuneration for the year.

SHORT-TERM Post-employment  Share based
payments
Super-
Salary Non-monetary annuation
& fees bene®ts bene®ts Options Total

In AUD $ $ $ $ $
Directors
Non-Executive
Mr Trevor Beazley 2011 25,000 - 2,250 - 27,250

2010 - - - - -
Mr Russell Goodman 2011 105,333 - 2,933 - 108,266
(resigned on 23 Feb 2011) 2010 20,833 - 1,875 - 22,708
Mr Jack Perkowski 2011 8,665 - - - 8,665
(resigned on 27 Apr 2011) 2010 - - - - -
Ms Shannon Coates 2011 1,389 - 125 - 1,514
(resigned on 1 Sept 2011) 2010 - - - - -
Executive
Mr Patrick Davin 2011 149,168 - 4,404 - 153,572
(resigned on 26 Nov 2010) 2010 183,486 - 16,514 - 200,000
Mr Yi Ting (Charles) Chen 2011 184,664 - - - 184,664

2010 177,568 - - - 177,568
Mr T Beazley 2011 44,954 - 4,046 - 49,000

2010 111,698 - 10,053 - 121,751
Total, all Directors 2011 519,173 - 13,758 - 532,931

2010 493,585 - 28,442 - 522,027
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23. KEY MANAGEMENT PERSONNEL DISCLOSURES (CONT'D)

SHORT-TERM Post-employment  Share based
payments
Super-

Salary Non-monetary annuation

& fees bene®ts bene®ts Options Total
In AUD $ $ $ $ $
Executives
Ms Shannon Coates 2011 45,872 - 4,128 - 50,000
(Company Secretary) 2010 44,204 - 3,978 - 48,182
Mr Yin How (lvan) Teo 2011 119,424 - - - 119,424
(Chief Financial Of®cer) 2010 120,502 - 7,850 - 128,352
Ms Alicia Atkinson 2011 101,438 - 5,573 - 107,011
(Chief Operating Of®cer) 2010 - - - - -
Mr Terence Abel 2011 - - - - -
(Chief Financial Of®cer,
resigned on 17 Jul 2009) 2010 18,073 - 929 - 19,002
Total, all executives 2011 266,734 - 9,701 - 276,435

2010 182,779 - 12,757 - 195,536
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23. KEY MANAGEMENT PERSONNEL DISCLOSURES (CONT'D)
Equity instruments

Option holdings of key management personnel

The movement during the year in the number of options over ordinary shares exercisable at $0.20 on or before 30
September 2012 (Directors) held, directly, indirectly or bene®cially by each key management person, including their

personally-related entities, is as follows:

Held at

Held at
Held at date of Granted as Other date of Held at

1 July 2010  appointment Remuneration Exercised changes* resignation 30 June 2011
Directors
Mr P Davin 2,000,000 N/A - 2,000,000 N/A
Mr T Beazley 1,500,000 N/A - N/A 1,500,000
Mr C Chen 2,000,000 N/A - N/A 2,000,000
Mr R Goodman N/A - - - - N/A
Mr J Perkowski N/A - - - - N/A
Ms S Coates N/A - N/A -

All options vested on the date of issue. No options held by speci®ed directors are vested but not exercisable.
*Other changes represent the net movement in options that were expired or were forfeited during the year.

Equity holdings and transactions of key management personnel

The movement during the year in the number of ordinary shares held, directly, indirectly or bene®cially by each key

management person, including their personally-related entities, is as follows:

Held at

Received of Held at
Held at date of Additions/  on exercise date of Held at
1 July 2010  appointment Purchases options Sales resignation 30 June 2011

Directors

Mr P Davin 35,945,111 N/A - - - 35,945,111 N/A
Mr T Beazley 5,290,585 N/A - - - N/A 5,290,585
Mr C Chen 20,283,052 N/A 160,000 - - N/A 20,443,052
Mr R Goodman 44,000,000 N/A 5,950,000 - - 49,950,000 N/A
Mr J Perkowski N/A - - - - - N/A
Ms S Coates N/A 1,950,000 - - N/A 1,950,000
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2011 2010
$ $
24. RECONCILIATION OF CASH FLOWS FROM/ (USED IN) OPERATING ACTIVITIES
Cash “ows from operating activities
Loss for the year (4,424,544) (4,076,591)
Adjustments for:
- Amounts set aside to provisions 105,293 1,479
- Loss / (gain) on sale of plant and equipment - (3,070)
- Depreciation and amortisation 973,680 330,840
Operating loss before changes in working capital and provisions (3,345,571) (3,747,342)
(Increase)/decrease in receivables (605,986) (158,605)
(Increase)/decrease in inventories (1,013,522) (2,073,615)
(Increase)/decrease in other assets 570,218 (1,433,822)
(Decrease)/ increase in payables (1,254,585) 1,358,513
Net cash (used in) operating activities (5,649,446) (6,054,871)
25. NON-CASH FINANCING AND INVESTING ACTIVITIES
During the year ended 30 June 2011, the following non-cash ®nancing and investing activities have occurred:
S I'N *ULY SHARES AT ADEEMED ISSUE PRICE OF
issued to minority shareholders of E-Max ev's Germany Ltd as consideration for the acquisition of the remaining
OF 6MOTO % -AX
S I'N &EBRUARY SHARES WERE ISSUED TO SOPHISTICATED
OF PLACEMENT ON /ICTOBER AND
S /N -ARCH SHARES WERE ISSUED TO SOPHISTICATED INVESTORS £
placement on 15 October 2010.
26. NON-DIRECTOR RELATED PARTIES

CENTS PER SHA

Non-director related parties are the Company's controlled entities. Details of the Company's interest in controlled
entities are set out in Note 21. Details of dealings with these entities are set out below.

Transactions

The loans to controlled entities are unsecured, interest-free and of no ®xed term. The loans are provided primarily for

capital purchases and working capital purposes.

Receivables
Aggregate amounts receivable from non-director related parties:
Company
2011 2010
$ $
Non-current
Unsecured loans to controlled entities 22,233,866 19,766,546

Provision for non recovery
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Sales

Sales between the entities while they are controlled entities during the year are detailed below. The effects of these

sales are eliminated upon consolidation to re ect only the revenue and net pro®t from sales to outside entities.
Consolidated

28.

2011 2010
$ $

Scooter sales by Vmoto International Ltd to Capital Paci®c Pty Ltd 4,694 147,286
Scooter sales by Vmoto E-Max International Ltd to Capital Paci®c Pty Ltd 510,830 -
Scooter sales by Vmoto E-Max International Ltd to Vmoto Europe Operations S.L. 816,886 322,611
Scooter sales by Nanjing Vmoto Co, Ltd to Vmoto E-Max International Ltd 3,323,300 536,007
Scooter sales by Nanjing Vmoto E-Max Electric Vehicles Development Co, Ltd
to Nanjing Vmoto Co, Ltd 3,616,025 545,042

SUBSEQUENT EVENTS

On 29 September 2011, the Company received a requisition from members collectively holding 6.43% of the fully
paid ordinary share capital of the Company, for the Company to convene a meeting of shareholders pursuant to
section 249D(1)(a) of the Corporations Act 2001 (Cth). The Requisition includes resolutions to seek the removal of Mr
Trevor Beazley, Mr Charles Chen and Mr Kai Jian Chen as Directors and to appoint Mr Gerard Fitt and Mr Farid Rahi
as Directors of the Company.

The Company is seeking ongoing legal advice in relation to the Requisition, will act in accordance with that advice
and the Corporations Act.

Other than the above and as noted elsewhere in the ®nancial statements, there has not arisen in the interval between
the end of the ®nancial year and the date of this report any item, transaction or event of a material and unusual
nature likely, in the opinion of the Directors, to affect signi®cantly the operations of the Consolidated Entity, the
results of those operations, or the state of affairs of the Consolidated Entity in future ®nancial years.
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29.

PARENT ENTITY DISCLOSURES

Financial position

30 June 2011

30 June 2010

$ $
Assets
Current assets 122,278 791,773
Non-current assets 4,795,838 829,497
Total assets 4,918,116 1,621,270
Liabilities
Current liabilities 177,870 378,134
Non-current liabilities - -
Total Liabilities 177,870 378,134
Equity
Issued capital 46,771,854 41,773,036
Accumulated losses (43,074,644) (41,603,893)
Reserves
Option premium reserve 1,043,036 1,043,036
Foreign currency translation reserve - 30,957
Total equity 4,740,246 1,243,136
Financial performance
Loss for the year 1,470,751 11,314,519
Other comprehensive income - 2,162
Total comprehensive income 1,470,751 11,316,681

Guarantees entered into by the parent entity in relation to the debts of its subsidiaries

The parent entity has not entered into any guarantees in relation to the debts of its subsidiaries during the year

ended 30 June 2011.

Contingent liabilities of the parent entity

No contingent liability at 30 June 2011.

Commitments for the acquisition of property, plant and equipment by the parent entity

The parent entity has no commitments for any acquisition of property, plant and equipment.
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DIRECTORS' DECLARATION

In the opinion of the Directors of Vmoto Limited:
(@) the ®nancial statements and notes, set out on pages 28 to 70, are in accordance with the Corporations Act 2001,
including:
(i) giving a true and fair view of the ®nancial position of the Consolidated Entity as at 30 June 2011 and their
performance, as represented by the results of their operations and their cash ows, for the year ended on that
DATE AND

(i) complying with Australian Accounting Standards and the Corporations Regulations 2001.

(b) the attached ®nancial statements also comply with International Financial Reporting Standards, as stated in note 1 to
THE INANCIAL STATEMENTS AND

(c) there are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due
and payable.

The Directors have been given the declarations required by Section 295A of the Corporations Act 2001 from the Managing
Director and the Chief Financial Of®cer for the ®nancial year ended 30 June 2011.

Signed in accordance with a resolution of the Directors:

Yi Ting (Charles) Chen
Managing Director

Dated at Perth, Western Australia this 30th day of September 2011.
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AUDITOR'S INDEPENDENCE DECLARATION

Deloitte Touche Tohmatsu
ABN 74 490 121 060

Woodside Plaza
Level 14

240 St Georges Terrace
Perth WA 6000

GPO Box A46

Perth WA 6837 Australia

Tel: +61 (0) 8 9365 7000
Fax: +61 (8) 9365 7001

The Board of Directors www.deloitte.com.au

Vmoto Limited
Level 12, 251 Adelaide Terrace
Perth WA 6000

30 September 2011
Dear Board Members

Vmoto Limited

In accordance with section 307C of the Corporations Act 2001, | am pleased tieghev/following declaration
of independence to the directors of Vmoto Limited.

As lead audit partner for the audit of the financial statements of Vmuotibeld for the financial year ended 30
June 2011, | declare that to the best of my knowledge and belief, there have lseatraventions of:

(i) the auditor independence requirements of the Corporations Act 2001 in relationudithereal

(ii) any applicable code of professional conduct in relation to the audit.

Yours sincerely

DELOITTE TOUCHE TOHMATSU

Conley Manifis
Partner
Chartered Accountants

Liability limited by a scheme approved under Professional Standards Legislation.

Member of Deloitte Touche Tohmatsu Limited
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INDEPENDENT AUDITOR'S REPORT

Deloitte Touche Tohmatsu
ABN 74 490 121 060

Woodside Plaza
Level 14

240 St Georges Terrace
Perth WA 6000

GPO Box A46

Perth WA 6837 Australia

Tel: +61 (0) 8 9365 7000
Fax: +61 (8) 9365 7001
www.deloitte.com.au

Independent Auditor’'s Report
to the members of Vmoto Limited

Report on the Financial Report

‘H KDYH DXGLWHG WKH DFFRPSDQ\LQJ ILQDQFL DO WHKIERUWDWRHPRRWRRILIRQDIDGLZRLF
SRVLWLRQ DV DW  -XQH WKH VWDWHPHQW R4 FRPAW B RIGQW K W HVMDARIPPIH QWK H VV
RI FKDQJHV LQ HTXLW\ IRU WKH \HDU H Q G/H® PROQJ \WKID WL B@LWIHF DQRW B F F RRRSWLQ/L Q
SROLFLHVY DQG RWKHU H[SODQDWRU\ L@I@® URADMHIR TRDEYROWEB VGHE LUV BRIFSWDI
WKH FRPSDQ\ DQG WKH HQWLWLHV LW FRQ@WUROAKNE DK HVIKIQ DIQEUDD MIQISURDV I VR W \f
RQ SDJHV  WR

Directors’ Responsibility for the Financial Report

7KH GLUHFWRUV Rl WKH FRPSDQ\DUH UHNVGRQFLEO H HBER WK N B D WS, LRQVE KW D
YLHZ LQ DFFRUGDQFH ZLWK $XVW U D CCop@atpiHRIQIMLQG 6RUD @ & PK G D WD) GQW R H

FRQWURO DV WKH GLUHFWRUV GHWSDPDYHRY RIHWHKWYDLQDWRLB Q DUEHSR WK HWKDW L'
PDWHULDO PLVVWDWHPHQW ZKHWKH UK B XGHL WHRF \WLRDUX/G DFOWY A WWRDULW HQ LR \W AF FOU G Q |
$FFRXQWLQJ 6W D QReeBedtation $hMinancial StatementsV KDW WKH FRQVROLGDWHE ILQDQFLDO VWI
FRPSO\ ZLWK ,QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ 6WDQGDUGYV

Auditor’s Responsibility

2XU UHVSRQVLELOLW\ LV WR H[SUHVV B® RGLRXR®RELWK H | EQDGK[EIMMH G HRSRU I/XBD
DFFRUGDQFH ZLWK $XVWUDOLDQ $XGLWLQKBW YHGPRBYO\7TERWHK VWO QGDY\G VH WHTK
UHTXLUHPHQWY UHODWLQJ WR DXGLW HQWRJREWQWY DQBYRQDE MH H VO RQ P HWZAKHH |
WKH ILQDQFLDO UHSRUW LV IUHH IURP PDWHULDO PLVVWDWHPHQW

$Q DXGLW LQYROYHV SHUIRUPLQJ SURPF H GKH HD\P RAKR) VR E WDIRLGE) BLAGRLAR VFXYLKE\H Q@ BH WOKEH
ILQDQFLDO UHSRUW 7KH SURFHGXUHV VHOHFMINMGG GOIB MEKE B WHRK/N [/DEKXGW WRR UM K HMX I
RI PDWHULDO PLVVWDWHPHQW RI WIKH XIGQR Q FH.WDWR UH S@ P N £ R Bi 16 YUHL WWR D V'V H \
WKH DXGLWRU FRQVLGHUV LQWHUQD O CARIQRVQU RO WKHOIH QDQWLWEA WHKSRH QMWW WY B
DQG IDLU YLHZ LQ RUGHU WR GHVLJQ DY GMKH FURFHKG X WD\D MHD VE HO R B/SIRRUS W IKBIW!
RI H[SUHVVLQJ DQ RSLQLRQ RQ WKH BIRFRQMLYRQHYY RXGUKH HOWRL WO X Q WWH BIY D O X
DSSURSULDWHQHVY RI DFFRXQWLQJ SR GIRRLGW LXOUHIEY BVQ 8 DMKH/ LPHD D W& H QGHILMIH R
DV ZHOO DV HYDOXDWLQJ WKH RYHUDOO SUHVHQWDWLRQ RI WKH ILQDQFLDO UHSRU

‘H EHOLHYH WKDW WKH DXGLW HYLGBIQGHD38 WKRSMH RWW DAR) K5® R YL G
RSLQLRQ

D A.AQW IRU F

Auditor’s Independence Declaration

,Q FRQGXFWLQJ RXU DXGLW ZH KDYH FRPSORH Gorgdratidas WK 200L Qs HSHQ GHQFH UHTXLU
FRQILUP WKDW WKH LQGHSHQ G HQofpdraGHsFARI200D V¥ KR QK UKD WX LEHHHQ EALWH® WR WKH

GLUHFWRUV RI 9PRWR /LPLWHG ZRX®RGWEHH L&L WHKHW\RLJR/H DW HOWP WIKIHI WY@ W1 WKLV
UHSRUW

Liability limited by a scheme approved under Professional Standards Legislation.

Member of Deloitte Touche Tohmatsu Limited
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Opinion
,Q RXU RSLQLRQ
D WKH ILQDQFLDO UHSRUW RI 9P R W®orpbrations A 2001 L Q FEDFXFRGD Q FH

L JLYLQJ D WUXH DQG IDLU YLHZ RID@KSR¥RWVRQ LD WWG H-X\WEQ
SHUIRUPDQFH IRU WKH \HDU HQGHG RQ WKDW GDWH DQG

LL FRPSO\LQJ ZLWK $XVWUDO LD @dforadoXsRagLIgion$2WTLD QB UGV DQG

E WKH FRQVROLGDWHG ILQDQFLDO VWDRQGIPE QWYDDEVROFRRSRU
GLVFORVHG LQ 1RWH D

Report on the Remuneration Report

‘H KDYH DXGLWHG WKH 5HPXQHUDWLRQ 5HSRUW L QFOXIGH GHIDQ) $HEIGH
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ADDITIONAL SHAREHOLDER INFORMATION

The following information is current as at 16 September 2011:

Voting Rights
The voting rights attaching to ordinary shares are:

On a show of hands every member present in person or by proxy shall have one vote and upon a poll each share shall have
one vote.

Options do not carry any voting rights.

Substantial Shareholders

The number of shares held by substantial shareholders and their associates who have provided the Company with substantial
shareholder notices are set out below:

Name of Substantial Shareholder Number of Shares Number of Options
Absolute Investments Australia Pty Ltd 41,450,000 -

Mr Patrick Dennis Davin 34,601,111 2,000,000
C.G.FH Holdings Pty Ltd 32,318,414 -

On-Market Buy Back

There is no current on-market buy back.

Distribution Schedules

Distribution schedules for each class of security as at 16 September 2011 are set out below. Where a person holds 20% or
more of the securities in an unquoted class, the name of that holder and number of securities is also provided.

Fully paid ordinary shares

Range Holder Unls 9%
1 - 1,000 12 4,284 0.00
1,001 - 5,000 133 526,988 0.09
5,001 - 10,000 275 2,413,838 0.41
10,001 - 100,000 916 42,046,599 7.07
100,001 - Over 549 549,963,397 92.44
Total 1,885 594,955,106 100.00
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Class B unlisted options exercisable at $0.15 each on or before 30 June 2012

Range Holders Unlls %%
1 - 1,000 - - -
1,001 - 5,000 - - -
5,001 - 10,000 - - -
10,001 - 100,000 - - -
100,001 -  Over 1! 2,000,000 100.00
Total 1 2,000,000 100.00

Mr Carlos Sotelo holds 2,000,000 options comprising 100% of this class.

Class C unlisted options exercisable at $0.20 each on or before 30 September 2012

Range Holders Unlis %
1 - 1,000 - - -
1,001 - 5,000 - - -
5,001 - 10,000 - - -
10,001 - 100,000 - - -
100,001 -  Over 6! 9,000,000 100.00
Total 6 9,000,000 100.00
~ 9ITING #HEN HOLDS OPTIONS COMPRISING OF THIS CLASS -R OATRICK
COMPRISING OF THIS CLASS -R "LAIR %DWARD 3ERGEANT AND -S "RONWYN 'AY ,

2,000,000 options comprising 22.22% of this class.

Class D unlisted options exercisable at $0.09 each on or before 14 July 2013

Range Holdas Unlis %
1 - 1,000 - - -
1,001 - 5,000 - - -
5,001 - 10,000 - - -
10,001 - 100,000 1 100,000  3.08
100,001 -  Over 11 3,141,527  96.92
Total 2 3,241,527 100.00
~ 3ILVERLIGHT (OLDINGS OTY ,TD #AIRNS )NVESTMENT ! # HOLDS OPTION
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Class E unlisted options exercisable at $0.10 each on or before 3 July 2012

Range Holders Unils %
1 - 1,000 - - -
1,001 - 5,000 - - -
5,001 - 10,000 - - -
10,001 - 100,000 - - -
100,001 - Over 1 2,000,000 100.00
Total 1 2,000,000 100.00

Transocean Securities Pty Ltd holds 2,000,000 options comprising 100% of this class.

Employee Share Option Plan (ESOP) unlisted options exercisable at $0.025 each on or before 1 September 2014

Ramge Holders Unlis 9%
1 - 1,000 - - -
1,001 - 5,000 - - -
5,001 - 10,000 - - -
10,001 - 100,000 - - -
100,001 - Over 11 8,500,000 100.00
Total 11 8,500,000 100.00

Unmarketable Parcels
Holdings of less than a marketable parcel of ordinary shares (being 23,810 as at 16 September 2011):
Holders Units

675 7,198,135
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Top Holders
The 20 largest registered holders of quoted securities as at 16 September 2011 were:
Fully paid ordinary shares

Name No. Shares %

0%.3/. 15342!1,)! ./-).%%3 049 ,4%$ 12'/.154 1##/5.4

2 MR PATRICK DENNIS DAVIN 31,171,469 5.24

3 ABSOLUTE INVESTMENTS AUSTRALIA PTY LTD 25,780,900 433
#'&( (/,$).'3 049 ,4% #'&( (/,$).'3 | #

5 MR TONY GANDEL + MRS HELEN GANDEL 15,087,025 2.54

6 MR YAO TIEMING 13,143,200 2.21
22 "2%.$1. $16)$ /2% /2% &!-),9 | #

8 RUBICON NOMINEES PTY LTD 12,166,667 2.04

9 UBS NOMINEES PTY LTD 11,389,485 1.91

2)6!120!2+ 049 ,4% 452"/ 3 & ! #
0!,)2 049 ,4% '),"%24 3 & ! #

12 MR YITING CHEN 7,583,052 1.27
13 MS CAROL ZOCCOLI 5,653,333 0.95
14 JONG KAN FOO 5,360,000 0.90
&).1.#% 133/#)14%3 049 ,4$ 350%2 &5.$ ! #
16 MR FARID FRANCIS AL RAHIA 4,776,800 0.80
17 MR WILLIAM COLIN ALI 4,741,000 0.80
-3 +12%. *5,)% "%!:,%9 +12%. "%!: %9 &!-),9 | #
19 MR HE XIANGHUI 4,480,000 0.75
20 PLANMOOR INVESTMENTS PTY LTD 4,100,000 0.69
250,945,396 42.18
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