


CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”) OF THE
STOCK EXCHANGE OF HONG KONG LIMITED (THE “STOCK EXCHANGE”)

GEM has been positioned as a market designed to accommodate companies to which a higher investment
risk may be attached than other companies listed on the Exchange. Prospective investors should be
aware of the potential risks of investing in such companies and should make the decision to invest only
after due and careful consideration. The greater risk profile and other characteristics of GEM mean that
it is a market more suited to professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on GEM
may be more susceptible to high market volatility than securities traded on the Main Board and no
assurance is given that there will be a liquid market in the securities traded on GEM.

The Hong Kong Exchanges and Clearing Limited and The Stock Exchange take no responsibility for the
contents of this report, make no representation as to its accuracy or completeness and expressly disclaim
any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the
contents of this report.

This report, for which the directors of Emcom International Limited (the “Company”) collectively and individually
accept full responsibility, includes particulars given in compliance with the Rules Governing the Listing of
Securities on GEM of the Stock Exchange (the “GEM Listing Rules”] for the purpose of giving information
with regard to the Company. The directors of the Company (the "Directors”), having made all reasonable
enquiries, confirm that, to the best of their knowledge and belief: (1] the information contained in this report
is accurate and complete in all material respects and not misleading; (2] there are no other matters the
omission of which would make any statement in this report misleading; and (3) all opinions expressed in this
report have been arrived at after due and careful consideration and are founded on bases and assumptions
that are fair and reasonable.
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Directors’ Business Review

On behalf of the Board of Directors (the “Board”), | hereby present the annual report of Emcom International
Limited (the “Company”) and its subsidiaries (collectively, the “Group”) for the year ended 31 March 2010
(the “Year”) to our shareholders.

GENERAL

During the Year, the Group is principally engaged in sales and trading of telecommunication and electronic
equipment, commodities and computer hardware and relevant peripherals (“Trading”), property holding and
provision of property management services (“Property Holding and Management”).

FINANCIAL REVIEW

During the Year, the Group recorded a total turnover of approximately HK$687,3987,000, representing
increase of approximately 220% as compared with HK$214,935,000 for 20089.

Loss attributable to shareholders for the Year was approximately HK$32,916,000 compared with a loss of
HK$95,531,000 for 2009.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL STRUCTURE

As at 31 March 2010, the Group had total assets of approximately HK$394,356,000 (31 March
2009: HK$48,343,000), including cash and cash equivalents of approximately HK$9,796,000 (31 March
2009: HK$15,403,000). There was no pledged bank deposit as at 31 March 2010 (31 March 20089:
HK$150,000).

During the Year, the Group financed its operations mainly with its own working capital and proceeds from
top-up placing and subscription of shares of the Company. On 2 October 20083, the Company entered into a
top-up placing and subscription agreement with its placing agent, pursuant to which the Company agreed to
place 150 million existing shares at a price of HK$0.1 per top-up placing share and to subscribe for 150
million top-up subscription shares at a price of HK$0.1 per top-up subscription share (the “Top-up Placing
and Top-up Subscription”). The Top-up Placing and Top-up Subscription was completed on 14 October 2009,
of which the gross proceeds from the Top-up Subscription were approximately HK$15,000,000 and the
net proceeds from the Top-up Subscription were approximately HK$14,700,000. Such amount of proceeds
increases the working capital of the Company and enhances the liquidity strength of the Group.

As at 31 March 2010, the Group had total outstanding borrowings of approximately HK$227.8 million,
comprising secured interest-bearing bank loans of approximately HK$155 million; the convertible bonds with
carrying amount of approximately HK$72.6 million which is secured, interest-bearing at a rate of 5% per
annum after the first anniversary of the date of issue and due on the 2nd anniversary of the date of issue
of the bonds; and obligation under finance leases of HK$194,000. The property acquired in October 2009
with carrying amount of HK$320,000,000 as at 31 March 2010 is pledged to a bank for banking facilities
and holders of convertible bonds (31 March 20039: Nil).

As at 31 March 2010, the debt ratio (defined as the ratio between total liabilities over total assets) was
approximately 0.78 (31 March 2008: approximately 0.93).
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Directors’ Business Review

MAJOR EVENTS

(1)

(2]

On 27 May 2008, the Company as purchaser entered into an agreement with Beglobal Investments
Limited, a company incorporated in the British Virgin Islands and an independent third party of the
Company, and Ryoden Property Development Company Limited, a company incorporated in Hong Kong
and an independent third party of the Company (the “Vendors”) (the “Agreement”), pursuant to which
the Company has agreed to acquire and the Vendors have agreed to sell of the (i) 2 shares of US$1.00
each in the share capital of the Harvest Yield Investments Limited, a company incorporated in the British
Virgin Islands with limited liability (“Harvest”), representing the entire issued share capital in Harvest,
which is beneficially owned by the Vendors in equal portion and (ii) the amounts equal to the entirety
of the face value of the loans outstanding as at completion of the Acquisition pursuant to the terms
and conditions of the Agreement made by the Vendors to Harvest for a total consideration of HK$300
million less the Outstanding Bank Loan. As at the date of the Agreement, the consideration amounts to
HK$153 million. The details of the transaction were set out in an announcement dated 4 June 2009
and the circular dated 20 July 2008. The Acquisition was completed on 7 October 2008. Following the
completion, the Group beneficially owns the entire interest of the shopping mall named “Granville Identity”
or “gi”, located at No.34 and 36, Granville Road, Tsimshatsui, Kowloon, Hong Kong with a gross floor
area of 1,526.20 square meters (the “Property”).

The Group considers that it is in the benefits of the Company to seek for suitable investment opportunities
and broaden its sources of income. The Group believes that the rental income from the Property will
generate stable income for the Group and will also broaden its sources of income. In addition, the
Property represents an excellent investment opportunity as the Company can benefit from the gain in
value of the Property as the Hong Kong property market grows.

On 22 February 2010, the following disclosable and connected transactions and continuing connected
transactions took place:

(a) The Company entered into a service agreement (the “Service Agreement”) with Mr. Chiau Sing Chi
(“Mr. Chiau”) whereby the Company shall appoint Mr. Chiau as an Executive Director of the Company
and Mr. Chiau shall accept the appointment with prescribed duties for an initial term of five years
effective from the commencement date. Pursuant to the Service Agreement in consideration for the
services to be provided by Mr. Chiau, subject to the satisfaction of certain conditions, the Company
should issue to Mr. Chiau (i) the Convertible Bonds with a principal amount of HK$45 million at
the Conversion Price of HK$0.10 and (i) the Options with the rights to subscribe for 250 million
new Shares at a price of HK$0.10 each. As Mr. Chiau is a discretionary object of a discretionary
trust which is a substantial shareholder of the Company, Mr. Chiau is a connected person to the
Company. Therefore, the Service Agreement constitutes a discloseable and connected transaction
of the Company under the GEM Listing Rules.
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Directors and Senior Management

EXECUTIVE DIRECTORS

Mr. Chiau Sing Chi — Mr. Chiau, aged 47, has over 20 years of performance and management experience
in the movie industry. Mr. Chiau has been a leading icon of the movie and entertainment industry in the
Greater China Region for over 20 years, and had received numerous awards in the industry, including best
supporting actor, best actor and best director awards presented by leading film academies. Mr. Chiau joined
the Group in June 2010.

Mr. Chan Cheong Yee - Mr. Chan, aged 486, is currently the responsible officer of China Everbright Securities
(HK) Limited and an executive director of China Innovation Investment Limited (Stock code: 1217). Mr. Chan
holds a Bachelor’'s Degree of Science majoring in Finance and has been in the financial and investment
business for over 20 years. Mr. Chan is a registered and licensed person under the SFO to carry on regulated
activities in dealing of securities, advising on securities, dealing in futures contracts and undertaking asset
management. Mr. Chan joined the Group in August 2007.

Mr. Yik Chok Man - Mr. Yik, aged 51, holds a Master of Professional Accountancy degree from the Hong
Kong Polytechnic University. Mr. Yik is a fellow member of the Association of Chartered Certified Accountants
and the Hong Kong Institute of Certified Public Accountants. Prior to joining the Company, Mr. Yik had worked
at a leading international accounting firm for about 5 years and at an international construction company
listed on the main board of the Stock Exchange for about 7 years. At present, Mr. Yik is an assistant general
manager of Ryoden Property Development Company Limited, a substantial sharehoder of the Company. Mr.
Yik has over 27 years of experience in financial and business management. Mr. Yik joined the Group in
October 2008.

Mr. Keung Kwok Hung - Mr. Keung, aged 37, obtained his bachelor’s degree with honours in accountancy
from the Hong Kong Polytechnic University. Mr. Keung had worked at leading international accounting firms
for more than 9 years and held the position of financial controller at a logistics company in Hong Kong for
2 years. During 2004 to 2006, Mr. Keung was the financial controller, company secretary and qualified
accountant of a company listed on the main board of the Stock Exchange. Mr. Keung has over 14 years of
financial management and accounting experience and being as the fellow member of the Hong Kong Institute
of Certified Public Accountants and the Association of Chartered Certified Accountants. Mr. Keung joined
the Group in July 20089.

NON-EXECUTIVE DIRECTORS

Mr. Chong Lee Chang - Mr. Chong, aged 51, is a Malaysian, graduated with a BA (honours) degree in law
from the Manchester Metropolitan University (formerly known as Manchester Polytechnic) in 1982. He was
admitted to the Honourable Society of Lincoln’s Inn, London, in 1982 and was enrolled as a barrister at
law in 1983. Mr. Chong is a senior partner of a Kuala Lumpur based law firm, Messrs. LC Chong & Co.
and has more than 20 years of experience in legal practice in Malaysia. He has served as an executive
director of Antah Holdings Berhad, a public company listed on the main board of Bursa Malaysia and also
held directorship in Permanis Sdn. Bhd. Mr. Chong also holds directorship in CVM Minerals Limited (Stock
code: 705). Mr. Chong joined the Group in March 2008.
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Directors and Senior Management

Mrs.Chin Chow Chung Hang, Roberta — Mrs. Chin, aged 47, has co-produced various films with the Golden
Harvest Group in the past. She holds a Bachelor of Arts Degree in English Literature from Dominican University
of California, USA and a Master’s Degree in Communication — Documentary film from Stanford University,
USA. Mrs Chin has more than 25 years’ experience in the film production and distribution industry, including
as an interim CEO in the JC Group. Mrs. Chin joined the Group in May 2010.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. Tsang Fung Chu - Ms. Tsang, aged 42, is a certified public accountant, fellow of the Association of
Chartered Certified Accountants and the HKICPA. Ms. Tsang holds a Bachelor Degree of Social Sciences
from the University of Hong Kong and has broad experience in the finance and accounting field. She served
as honorary auditor for several non-government organizations and non-profit making organization and has
a number of government and public appointment, mainly in the Yaumatei/Tsimshatsui/Mongkok region in
Hong Kong. She is also a member of All China Youth Federation, the PRC and is involved in the provision
of professional services to various kinds of PRC companies and investors. Ms. Tsang joined the Group in
August 2007.

Mr. Wong Chi Keung Patrick - Mr. Wong, aged 59, has been working in the insurance field for thirty years
at senior management level in the area of sales management, during which several major sales awards and
international recognitions have been achieved. Besides sales and marketing, Mr. Wong has put extensive effort
in the training areas for insurance professionals. Mr. \WWong is currently working in Fortis Insurance Company
as regional director, and he is also the master trainer and members of the Fortis Financial Services Academy.
His major working areas are risk management and sales compliance. He is also an active member in the
GAMA (General Agents and Managers Association of Hong Kong) and LUA (Life Underwriters Association of
Hong Kong). Mr. Wong joined the Group in November 2007.

Mrs.Chen Chou Mei Mei, Vivien — Mrs. Chen, aged 61, graduated with a Bachelor of Arts degree from the
University of Colorado in the US and has over 30 years’ experience in investments, in particular, property
related investments. Mrs. Chen has been appointed as an executive director of Winsor Properties Holdings
Limited (Stock code: 1036) since October 1996. Mrs. Chen joined the Group in October 20089.

Mr. Leung Ka Kui, Johnny - Mr. Leung, aged 52 is a qualified solicitor and a Notary Public and China
Appointed Attesting Officer. Mr. Leung has over 24 years of experience in the legal field and is the senior
partner of Messrs. Johnny K. K. Leung & Co., Solicitors and Notaries. Mr. Leung holds a bachelor of laws
degree from the University of London. Mr. Leung had been appointed as an independent non-executive director
of Jackin International Holdings Limited (Stock Code: 630), Celestial Asia Securities Holdings Limited (Stock
Code: 1049), and Cardlink Technology Group Limited (Stock Code: 8066) since 28 January 2000, 25 October
2000 and 12 September 2001 respectively. Mr. Leung joined the Group in September 2008.
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Directors and Senior Management

CHIEF OPERATION OFFICER

Mr. Chan Ying Kei, Goris — Mr. Chan, aged 39, is a professional manager in multinational corporation and
new technology industry for 16 years. He served as the Vice President for Sony Ericsson Greater China Region
and Global Director for Motorola North Asia region in marketing when he moved to Beijing since 2003. Mr.
Chan has the expertise about turning new technology into consumer centric business as well as re-engineering
and building new business value for company in most efficient way. His experience included launching first
camera phone, first Walkman phone and first MMS in Hong Kong for World Cup news through HKCSL.
He tripled Sony Ericsson market share within 2 years for both Hong Kong and China. With his integrated
experience in new technology, telecommunications, new digital media from the position of Sales, Marketing,
Business Development and even Merger & Acquisition, he has a vision of building a new entertainment value
chain for the BIG CHINA market with a more strategic and well structured approach. Mr. Chan joined the
Group in March 2010.
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Corporate Governance Report

CODE ON CORPORATE GOVERNANCE PRACTICES

The Company endeavors in maintaining high standard of corporate governance for the enhancement of
shareholders’ value. The Company has complied with the required code provisions set out in the Code on
Corporate Governance Practices contained in Appendix 15 to the GEM Listing Rules for the year ended 31
March 2010, except for the following deviation:

Code Provision A.2.1

This code stipulates that the role of chairman and chief executive officer should be separated and should not
be performed by the same individual. The Board is in the process of locating an appropriate person to fill the
vacancy of the chairman and chief executive officer of the Company as soon as practicable.

Recommended Best Practices A.4.4

The Company has not established a nomination committee. Instead, the full Board is involved in the appointment
of new directors. The Board will take into consideration criteria such as expertise, experience, integrity and
commitment when considering new director appointment. The Board will conduct in-depth assessment on
the independence of candidates for post of independent directors.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding securities transactions by Directors on terms no less
exacting than the required standard of dealings as set out in Rules 5.48 to 5.67 of the GEM Listing Rules
throughout the year. The Company has also made specific enquiry to all directors and save as disclosed in
the interim report for the period ended 30 September 2008 and the disposal of 62,500,060 shares of the
Company and acquisition of 20,000,000 shares of the Company by Mr. Chong Lee Chang which were not
in compliance with Rules 5.56 and 5.61 of the GEM Listing Rules, the Company was not aware of any non-
compliance with the required standard of dealing and its code of conduct regarding securities transactions
by directors.

BOARD OF DIRECTORS

The Board is responsible for determining the overall strategy, reviewing and approving the work plan of the
Company; and overseeing the corporate governance of the Company. While the management of the Company is
responsible for proposing and implementing the work plan of the Company, executing the day-to-day operation
of the Company and undertaking any further responsibility as delegated by the Board from time to time.
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Corporate Governance Report

As at the date of this report, the Board comprises four executive directors, two non-executive directors and
four independent non-executive directors. The Board conducts regular scheduled meetings on a quarterly
basis. Ad-hoc meetings are convened when circumstances require. lts composition and the attendance of
individual directors at these board meetings were as follows:

Number of meetings Number of
held during the meetings
Name term of office attended
Executive directors
Mr. Chiau Sing Chi (appointed on 1 June 2010) N/A N/A
Mr. Chan Cheong Yee 29 29
Mr. Yik Chok Man (appointed on 9 October 2008) 7 7
Mr. Keung Kwok Hung (appointed on 28 July 2009) 23 23
Mr. Yong Wai Hong (resigned on 18 April 2009) 0 0
Mr. Lam Kwok Ho (resigned on 28 July 2009) 4 4
Non-executive directors
Mr. Chong Lee Chang 12 10
Mrs. Chin Chow Chung Hang, Roberta (appointed on 27 May 2010) N/A N/A
Independent non-executive directors
Ms. Tsang Fung Chu 15 14
Mr. Wong Chi Keung Patrick 14 13
Mr. Leung Ka Kui Johnny (appointed on 10 September 20083) B )
Mrs. Chen Chou Mei Mei Vivien (appointed on 9 October 2008) 4 4
Mr. Tsang Zee Ho Paul (appointed on 9 October 2009 and
resigned on 31 March 2010) 4 4

TERM OF APPOINTMENT OF INDEPENDENT NON-EXECUTIVE DIRECTORS

The independent non-executive directors of the Company, Mr. Wong Chi Keung Patrick, Ms. Tsang Fung Chu,
Mr. Leung Ka Kui Johnny and Mrs. Chen Chou Mei Mei Vivien, are not appointed for a specific term but
are subject to retirement and re-election at the Company’s annual general meetings in accordance with the
Articles of Association of the Company.

TERM OF APPOINTMENT OF NON-EXECUTIVE DIRECTORS

The non-executive directors of the Company, Mr. Chong Lee Chang and Mrs. Chin Chow Chung Hang, Roberta
are not appointed for a specific term but are subject to retirement and re-election at the Company’s annual
general meetings in accordance with the Articles of Association of the Company.

EMCOM INTERNATIONAL LIMITED
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Corporate Governance Report

REMUNERATION OF DIRECTORS

The Company has established a remuneration committee with specific written terms of reference. The
Committee is mainly responsible for making recommendation to the Board on policy and structure for all
remuneration of directors and senior management and on the establishment of a formal and transparent
procedure for developing policy on such remuneration. The committee comprises three independent non
executive Directors, namely Mr. Wong Chi Keung Patrick, Ms. Tsang Fung Chu and Mr. Leung Ka Kui Johnny.
The Committee convened two meetings during the financial year ended 31 March 2010.

AUDITOR’S REMUNERATION

For the year ended 31 March 2010, fee for the Company's external auditor for audit services was
HK$479,000. Except the statutory audit fee, the Company has paid HK$349,000 to the external auditor
for non-audit services.

AUDIT COMMITTEE

The Company has established an audit committee with written terms of reference in compliance with
Rules 5.28 to 5.33 of the GEM Listing Rules. The primary duties of the audit committee are to review the
Company’s annual report and accounts, interim reports and quarterly reports and to provide advices and
comments thereon to the Board. The audit committee will also be responsible for reviewing and supervising
the Company’s financial reporting and internal control system.

The audit committee comprises three independent non-executive Directors, namely Ms. Tsang Fung Chu
(Chairman), Mr. Wong Chi Keung Patrick and Mr. Leung Ka Kui Johnny. The Committee convened four meetings
during the financial year ended 31 March 2010. During these meetings, the committee reviewed the annual,
interim and quarterly results of the Company and made recommendations to the Board and the management
in respect of the Company’s financial reporting and internal control system. Details of the attendance of the
audit committee meetings are as follows:

Number of
meetings held Number of
during the meetings
Name term of office attended
Ms. Tsang Fung Chu 4 4
Mr. Wong Chi Keung Patrick 4 4
Mr. Leung Ka Kui Johnny (appointed on 10 September 2009) 2 2

Mr. Chong Lee Chang (re-designated as NED on

10 September 20089) 2 2
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Corporate Governance Report

Accountability and Audit

The directors acknowledge their responsibility for preparing the accounts of the Company. As at 31 March
2010, the directors are not aware of any material uncertainties relating to events or conditions which may
cast significant doubt upon the Company’s ability to continue as a going concern. Accordingly, the directors
have prepared the financial statements of the Company on a going concern basis.

The responsibilities of the external auditor on financial reporting are set out in the Independent Auditor’s
Report attached to the Company’s Financial Statements for the year ended 31 March 2010.

The Board has regularly reviewed the effectiveness of the Company's internal control system with an aim to
safeguard the shareholders’ interests and the Company’s assets. The purpose is to provide reasonable, but
not absolute, assurance against material misstatements, errors, losses or fraud, and to manage rather than
eliminate risks of failure in achieving the Company’s business objectives.

EMCOM INTERNATIONAL LIMITED
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Directors’ Report

The board of Directors (the “Board”) of Emcom International Limited (the “Company”] presents the audited
financial statements of the Company and its subsidiaries (collectively, the “Group”) for the year ended 31
March 2010.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The principal activities of the Company’s subsidiaries
are set out in note 22 to the financial statements.

RESULTS AND DIVIDEND

The Group’s loss for the year ended 31 March 2010 and the state of affairs of the Company and the Group
at that date are set out in the financial statements on pages 28 to 32. The Directors of the Company do
not recommend the payment of final dividend for the year ended 31 March 2010 (200S: Nil).

SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets, liabilities and non-controlling interests of the Group for the
last five financial years is set out on page 128. This summary does not form part of the audited financial
statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Company and the Group during the year
are set out in note 18 to the financial statements.

SHARE CAPITAL, SHARE OPTIONS, WARRANTS AND CONVERTIBLE
BONDS

Details of movements in either the Company’s convertible notes, share capital and share option during the
year are set out in notes 35, 37 and 41 to the financial statements.

PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES OF THE
COMPANY

Neither the Company, nor any of its subsidiaries purchased, redeemed or sold any of the Company’s listed
securities during the year.

RESERVES

Details of movements in the reserves of the Company and the Group during the year are set out in note 38
to the financial statements and in the consolidated statement of changes in equity, respectively.
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Directors’ Report

MAJOR CUSTOMERS AND SUPPLIERS

During the Year, sales to the Group’s five largest customers accounted for 97% of the total sales for the
year and sales to the largest customer included therein amounted to 41%. Purchases from the Group’s
five largest suppliers accounted to 99% of the total purchases for the year and purchases from the largest
supplier included therein amounted to 97%.

None of the directors of the Company or any of their associates or any shareholders which, to the best

knowledge of the directors, own more than 5% of the Company’s issued share capital had any beneficial
interest in the Group’s five largest customers.

DIRECTORS
The directors of the Company during the year and up to the date of this report were:

Executive directors:

Mpr. Chiau Sing Chi
Mr. Chan Cheong Yee
Mr. Keung Kwok Hung
Mr. Yik Chok Man

Mr. Yong Wai Hong
Mr. Lam Kwok Ho

Non-executive directors:
Mr. Chong Lee Chang
Mprs. Chin Chow Chung Hang Roberta

Independent non-executive directors:
Ms. Tsang Fung Chu

Mr. Wong Chi Keung Patrick

Mr. Leung Ka Kui Johnny

Mrs. Chen Chou Mei Mei Vivien

(appointed on 1 June 2010])
(re-designated on 14 April 2009)
(appointed on 28 July 2009)
(appointed on S October 2009)
(resigned on 18 April 2009)
(resigned on 28 July 2009)

(re-designated on 10 September 2009)

(appointed on 27 May 2010)

(appointed on 10 September 2009)
(appointed on 9 October 2009)

Mr. Tsang Zee Ho Paul (appointed on 9 October 2009 and resigned on 31 March 2010)
In accordance with Article 86(3) of the Company’s Articles of Association, Mr. Yik Chok Man, Mr. Leung Ka
Kui, Johnny, Mrs. Chin Chow Chung Hang Roberta and Mrs. Chen Chou Mei Mei, Vivien will retire at the
forthcoming annual general meeting and, being eligible, offer themselves for re-election, while Mr. Keung
Kwok Hung will not offer himself for re-election as an executive director.

In accordance with Article 87 of the Company’s Articles of Association, Ms. Tsang Fung Chu and Mr. Wong

Chi Keung Patrick shall retire by rotation at the forthcoming annual general meeting and both of them will
not offer themselves for re-election as independent non-executive directors.
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The Company confirmed that it has received from each of its independent non-executive directors an annual
confirmation of his independence pursuant to Rule 5.09 of the Rules Governing the Listing of Securities on
Growth Enterprise Market of The Stock Exchange of Hong Kong Limited (the “GEM Listing Rules”) for the year
ended 31 March 2010 and it still considered them to be independent as the date of this report.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors has a service contract with the Company which is not determinable by the Company
within one year without payment of compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in notes 27 and 47 to the financial statements, no other contracts of significance in
relation to the Group’s business to which the Company, any of the subsidiaries or its holding company was
a party and in which a Director had a material interest, whether directly or indirectly, subsisted at the end
of the year or at the time during the year.

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT POSITIONS
IN SHARES AND UNDERLYING SHARES

As at 31 March 2010, the following Directors of the Company had or were deemed to have interests or
short positions in the shares, underlying shares or debentures of the Company and its associated corporations
(within the meaning of Part XV of the Securities and Future Ordinance (Chapter 571 of the Laws of Hong
Kong) (the “SFO")) (i) which were required to be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests or short positions which they were taken or
deemed to have under such provisions of the SFQJ; or (i) which were required, pursuant to section 352 of
the SFO, to be entered in the register referred to herein; or (iii) which were, pursuant to rules 5.46 to 5.67
of the GEM Listing Rules relating to securities transactions by the Directors to be notified to the Company
and the Stock Exchange:

(a) Long positions in the shares of the Company
Approximate

percentage of
issued share

Number of capital of
Name of Directors Nature of interest Shares held  the Company
Mr. Chan Cheong Yee Beneficial owner 10,000 0.00%
Mr. Yik Chok Man Beneficial owner 1,364,000 0.05%
Mr. Chong Lee Chang (Note 1) Beneficial owner and corporate interests 90,631,999 3.34%
Mr. Wong Chi Keung Patrick Beneficial owner 1,350,000 0.05%
Ms. Chen Chou Mei Mei Vivien Beneficial owner 5,500,000 0.20%
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(b)

Note:

1. Mr. Chong Lee Chang, a Non-Executive Director of the Company, had personally owned 16,131,952 Shares
and had been deemed to be interested in 74,500,047 shares through his beneficial interest in 100% of the
entire issued share capital of Shieldman Limited.

2.  The total number of the issued share capital of the Company as at 31 March 2010 was 2,711,559,126.
Long positions in the underlying shares of the Company

The Company adopted a share options scheme on 19 October 2002 which the Board may, at their
discretion, offer employees, non-executive Directors, independent non-executive Directors or any other
persons who have contributed to the Group to take up share options to subscribe for shares subject
to the terms and conditions stipulated in the share option scheme. Details of share options granted to
the Directors as at 31 March 2010 were as follows:

Number of ~ Number of  Number of ~ Number of

options options options options
held as at granted  exercised  held as at
1 April during during 31 March  Exercise
Name of Director Date of grant 2009  the period the year 2010 price  Exercise period
HKS
Mr. Chan Cheong Yee 30 Dec 2008 1,350,000 - (1,350,000) - 0.054 30 Dec 2008 - 29 Dec 2011
26 Aug 2009 - 10,000,000 - 10000000 01012 26 Aug 2009 - 25 Aug 2012
Mr. Keung Kwok Hung 26 Aug 2009 - 8000000 (3,000000) 5000000 01012 26 Aug 2008 - 25 Aug 2012
Ms. Tsang Fung Chu 30 Dec 2008 1,350,000 - (1,350,000) - 0.054 30 Dec 2008 - 29 Dec 2011
Mr. Wang Chi Keung Patrick 30 Dec 2008 1,350,000 - (1,350,000) - 0.094 30 Dec 2008 - 29 Dec 2011

Note: The exercise price and number of options held as at 1 April 2009 of options granted on 30 December 2008
have been adjusted in accordance with share consolidation on the basis of 2 ordinary shares consolidated
into 1 share.

Save as disclosed above, as at 31 March 2010, none of the Directors nor the chief executive of the
Company had or was deemed to have any interests or short positions in the shares, underlying shares
of debentures of the Company and its associated corporations (within the meaning of Part XV of the
SFO], (i) which were required to be notified to the Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests or short positions which were taken or deemed to
have under such provisions of the SFO); or (ii) which were required, pursuant to section 352 of the SFQO,
to be entered in the register referred to therein; or (iii) which were, pursuant to rules 5.46 to 5.67
of the GEM Listing Rules relating to securities transactions by Directors to be notified to the Company
and the Stock Exchange.

EMCOM INTERNATIONAL LIMITED
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS IN
SHARES AND UNDERLYING SHARES

So far as known to the Directors, as at 31 March 2010, the following person (not being Directors or chief
executive of the Company) had, or was deemed to have, interests or short in the Shares or underlying Shares
(i) which would fall to be disclosed to the Company and the Stock Exchange under the provisions of Divisions
2 and 3 of Part XV of the SFO; or (ii) who is expected, directly and indirectly, interested in 10% or more of
the nominal value of any class of share capital carrying rights to vote in all circumstances at general meetings
of any member of the Group or (iii) which were required, pursuant to section 336 of the SFO, to be entered
in the register referred to therein:

Long position in the shares and underlying shares of the Company

Approximate

percentage of
issued share Number of
Name of Number of capital of underlying
Shareholder Shares held the Company shares held
Golden Treasure Global Investment Limited (Note 1] 390,000,000 14.38% -
Beglobal Investments Limited (Note 1) 390,000,000 14.38% 390,000,000
Mega Charming Limited (Note 2] 190,000,000 7.01% -
Ryaden Property Development Company Limited (Note 2) 190,000,000 7.01% 390,000,000
Emcom Limited (Note 3) 174,706,000 6.44% -
Jolly King Limited (Note 4) 174,706,000 6.44% -
Mr. Phang Wah (Note 4] 174,708,000 8.44% -
Modern China Haldings Limited (Note 5) 174,706,000 6.44% -
Mr. Chen Jijin (Note 5] 174,706,000 6.44% -

Notes:

1. Golden Treasure Global Investment Limited (“Golden Treasure”) is beneficially interested in 390,000,000 Shares.
Beglobal Investments Limited holds 100% interest in Golden Treasure and is therefore deemed to be interested in
390,000,000 Shares held by Golden Treasure. Beglobal Investments Limited is the holder of convertible bonds of
the Company who has the right to convert the principal amount of the convertible bonds into 390,000,000 Shares
Beglobal Investments Limited is ultimately owned by the trustee of a discretionary trust, The Sino Star Trust. The
discretionary objects of The Sino Star Trust include Mr. Chiau Sing Chi and his family.

2. Mega Charming Limited is beneficially interested in 190,000,000 Shares. Ryoden Property Development Company
Limited (“Ryoden Property”) holds 100% interest in Mega Charming Limited and is therefore deemed to be interested
in 190,000,000 Shares held by Mega Charming Limited. Ryoden Property is the holder of convertible bonds of the
Company who has the right to convert the principal amount of the convertible bonds into 380,000,000 Shares. Ryoden
Property is wholly and beneficially owned by Designcase Limited, which is 99% beneficially owned by a discretionary
trust founded by Mr. FK. Hu. The remaining 1% interest in Designcase Limited is owned by Mr. and Mrs. FK. Hu.
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3. The issued share capital of Emcom Limited is beneficially owned as to 75% by Mr. Phang Wah, 15% by Mr. Yong
Wai Hong and 10% by Mr. Lee Pin Yeow. Mr. Yong Wai Hong was the former Chairman, Chief Executive Officer and
Executive Director of the Company and resigned on 18 April 2008. Emcom Limited is a party acting in concert with
Modern China Holdings Limited under section 317(1)(a) of the SFO. Therefore, Emcom Limited is deemed to be
interested in 174,706,000 Shares. Emcom Limited is beneficially interested in 98,864,000 Shares or approximately
3.65% of the issued share capital of the Company.

4. Jolly King Limited holds 75% interest in Emcom Limited and is therefore entitled to exercise or control the exercise
of one-third or more of the voting power of Emcom Limited. The entire issued share capital of Jolly King Limited is
held by Mr. Phang Wah. By virtue of the SFO, Jolly King Limited and Mr. Phang Wah are deemed to be interested
in 174,706,000 Shares.

5. Modern China Holdings Limited is wholly and beneficially owned by Mr. Chen Jijin who was formerly the chairman
and an executive Director. Modern China Holdings Limited is a party acting in concert with Emcom Limited under
section 317(1)(a) of the SFO. Therefore, Modern China Holdings Limited is deemed to be interested in 174,706,000
Shares. Modern China Holdings Limited is beneficially interested in 75,842,000 Shares or 2.80% of the issued
share capital of the Company.

Save as disclosed above, as at 31 March 2010, the Directors are not aware of any other person (other
than the Directors and the chief executive of the Company) who had, or was deemed to have, interests or
short in the Shares or underlying Shares (i) which would fall to be disclosed to the Company and the Stock
Exchange under the provisions of Divisions 2 and 3 of Part XV of the SFO; or (ii) who is expected, directly
and indirectly, interested in 10% or more of the nominal value of any class of share capital carrying rights
to vote in all circumstances at general meetings of any member of the Group or (iii) which were required,
pursuant to section 336 of the SFO, to be entered in the register referred to therein.

SHARE OPTIONS SCHEME

The Company’s share option scheme was adopted pursuant to written resolutions passed on 19 October
2002 (the “Scheme”) for the primary purpose of providing incentives to directors, eligible employees and
participants who have contributed to the Group, and will expire in 12 November 2012. Under the Scheme,
the board of directors of the Company may grant options to full-time or part-time employees including directors
(executive and non-executive) and any advisor, consultant, supplier, distributor, contractor, agent, business
partner, promoter, service provider or customer of the Company or any of its subsidiaries, to subscribe for
shares in the Company.

EMCOM INTERNATIONAL LIMITED

23



24

Directors’ Report

The following share options were outstanding under the Scheme during the year:

Number of Number of Number of Number of
options options options options
held as at granted exercised held as at
Date of 1 April during during 31 March Exercise
Category grant 2009 the year the year 2010 price  Exercise period
HKS
Directors 30 Dec 2008 4,050,000 - (4,050,000) - 0.054 30 Dec 2008 - 29 Dec 2011
26 Aug 2009 - 18,000,000 (3,000,000) 15,000,000 0.1012 26 Aug 2008 - 25 Aug 2012
Former directors 30 Dec 2008 2,700,000 - (2,700,000) - 0.054 30 Dec 2008 - 29 Dec 2011
Employees 30 Dec 2008 320,000 - (319,000) 1,000 0.054 30 Dec 2008 - 29 Dec 2011
26 Aug 2009 - 2,000,000 (500,000) 1,600,000 0.1012 26 Aug 2008 - 25 Aug 2012
Advisors 30 Dec 2008 85,500,000 - (85,500,000] - 0.054 30 Dec 2008 - 29 Dec 2011
24 Feb 2009 24,500,000 - (6,500,000) 18,000,000 0.072 24 Feb 2008 - 23 Feb 2012
26 Aug 2009 - 144,500,000  (79,500,000) 65,000,000 0.1012 26 Aug 2008 - 25 Aug 2012
Total 117,070,000 164,500,000 (182,089,000) 99,501,000

Note: The exercise price and number of options held as at 1 April 2009 of options granted on 30 December 2008 and
24 February 2009 have been adjusted in accordance with share consolidation on the basis of 2 ordinary shares
consolidated into 1 share.

DIRECTORS’ AND EMPLOYEES’' RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed under the sections headed “DIRECTORS" AND CHIEF EXECUTIVES' INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING SHARES® and “SHARE OPTIONS SCHEME" above, none of the
Directors or employees of the Group or their associates were granted by the Company or its subsidiaries
the rights to acquire shares or debentures of the Company or any other body corporate, or had exercised
any such rights as at 31 March 2010.

CONNECTED TRANSACTIONS

Save as disclosed in page 98 and 123, note 27 and 47 to the financial statements, no other connected
transactions were entered into by the Group under the GEM Listing Rules.
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COMPETING INTEREST

None of the Directors, the management shareholders or the substantial shareholders of the Company, or
any of their respective associates, has engaged in any business that competes or may compete with the
business of the Group or has any other conflict of interest with the Group.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within the knowledge of the directors, at
least 25% of the Company’s total issued share capital was held by the public as at the date of this report.

EVENTS AFTER THE REPORTING PERIOD

Details of the significant events after the reporting period of the Group are set out in note 48 to the financial
statements.

AUDITORS

CCIF CPA Limited were auditors of the Company for the year ended 31 March 2008 and resigned as auditors
on 13 January 2008. Graham H.Y. Chan & Co. was appointed to fill the vacancy on 13 January 20089.

The financial statements of the Group for the year ended 31 March 2010 were audited by Graham H.Y.
Chan & Co. and a resolution for their reappointment as the Company’s auditors for the upcoming year is to

be proposed at the forthcoming annual general meeting.

On behalf of the Board

Chan Cheong Yee
Executive Director

Hong Kong, 28 June 2010
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Independent Auditor’s Report

Z&p| GRAHAM H.Y. CHAN & CO.

= CERTIFIED PUBLIC ACCOUNTANTS

5
Fen&|| nonGkonG

TO THE SHAREHOLDERS OF EMCOM INTERNATIONAL LIMITED
(incorporated in Cayman Islands with limited liability)

We have audited the consolidated financial statements of Emcom International Limited (the “Company”) and
its subsidiaries (together the “Group”) set out on pages 28 to 127 which comprise the consolidated and
Company’s statements of financial position as at 31 March 2010, and the consolidated income statement,
the consolidated statement of comprehensive income, the consolidated statement of changes in equity and
the consolidated statement of cash flows for the year then ended, and a summary of significant accounting
policies and other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation and the true and fair presentation of
these financial statements in accordance with Hong Kong Financial Reporting Standards issued by the Hong
Kong Institute of Certified Public Accountants and the disclosure requirements of the Hong Kong Companies
Ordinance. This responsibility includes designing, implementing and maintaining internal control relevant
to the preparation and the true and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and
making accounting estimates that are reasonable in the circumstances.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these financial statements based on our audit and to report
our opinion solely to you, as a body and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong
Institute of Certified Public Accountants. Those standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance as to whether the financial statements are
free from material misstatement.
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An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’'s preparation and true
and fair presentation of the financial statements in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and fair view of the state of affairs of the
Company and of the Group as at 31 March 2010 and of the Group’s loss and cash flows for the year then
ended in accordance with Hong Kong Financial Reporting Standards and have been properly prepared in
accordance with the disclosure requirements of the Hong Kong Companies Ordinance.

Graham H.Y.Chan & Co.

Certified Public Accountants (Practising]
Unit 1, 15/F, The Center,

99 Queen’s Road Central,

Hong Kong

28 June 2010
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Consolidated Income Statement

For the Year ended 31 March 2010

2010 2009
Notes HK$'000 HK$'000
Continuing operations
Turnover 6 687,987 213,195
Cost of sales (676,631) (210,589)
Operating cost (7,391) -
Gross profit 3,965 2,606
Reimbursement from licensor 3,347 2,271
Gain arising on change in fair value of investment properties 20,000 -
Other revenue and other net income 7 48 122
Selling expenses (33) (116)
Administrative expenses (50,936) (29,606)
Other losses 11 (24,322) (16,108)
Share of loss of associates 23 (84) (63)
Finance costs 8 (4,820) (77)
Loss before taxation (52,835) (40,971)
Taxation 14 (2,719) (313)
Loss for the year from continuing operations 11 (55,554) (41,284)
Discontinued operations
Profit/(loss) for the year from discontinued operations 9 22,042 (54,637)
Loss for the year (33,512) (95,921)
Loss attributable to:
Owners of the Company 15 (32,916) (95,531)
Non-controlling interests (596) (390)
(33,512) (95,921)
Loss per share (cents per share) 17
From continuing and discontinued operations
Basic: Current year/prior year as retrospectively restated (1.50) (6.74)
Prior year as previously reported - (3.37)
Diluted N/A N/A
From continuing operations
Basic: Current year/prior year as retrospectively restated (2.51) (2.88)
Prior year as previously reported = (1.44)
Diluted N/A N/A

Details of dividend payable to owners of the Company are set out in note 16.
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Consolidated Statement of Comprehensive Income

For the Year ended 31 March 2010

2010 2009
Notes HK$’'000 HK$'000
Loss for the year (33,512) (95,921)
Other comprehensive loss
Exchange differences on translating foreign operations
- Exchange differences arising during the year (290) (2,460])
- Reclassification adjustments relating to foreign
operations disposed during the year (3,366) (49)
Other comprehensive loss for the year, net of tax (3,656) (2,505)
Total comprehensive loss for the year (37,168) (98,426)
Total comprehensive loss attributable to:
Owners of the Company (36,572) (98,031)
Non-controlling interests (596) (395)
(37,168) (98,426)

EMCOM INTERNATIONAL LIMITED
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Consolidated Statement of Financial Position
At 31 March 2010
2010 2009
Notes HK$’000 HK$'000
NON-CURRENT ASSETS
Property, plant and equipment 18 2,182 3,039
Other intangible asset 20 - -
Goodwill 21 7,556 2,700
Interests in an associate 23 - -
9,738 5,739
CURRENT ASSETS
Inventories 24 - 15,050
Trade receivables 25 1,177 5,395
Other receivables, deposits and prepayments 26 54,245 5,307
Security deposit to a related company 27 - 800
Pledged bank deposit 28 - 150
Bank balances and cash 28 9,796 15,324
65,218 42,026
Assets classified as held for sale 10 320,000 578
385,218 42,604
CURRENT LIABILITIES
Trade payables 29 8,236 2,740
Deposits received, other payables and accruals 30 61,589 20,899
Promissory note 31 - 900
Amount due to an associate 23 147 63
Amount due to non-controlling interests 32 483 966
Tax payables 631 313
Obligation under finance lease 33 83 -
Bank loans, secured 34 78,200 -
149,369 25,881
Liabilities associated with assets classified as held for sale 10 - 19,185
149,369 45,066
NET CURRENT ASSETS/(LIABILITIES) 235,849 (2,462)
TOTAL ASSETS LESS CURRENT LIABILITIES 245,587 3,277
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Consolidated Statement of Financial Position
At 31 March 2010
2010 2009
Notes HK$'000 HK$'000
NON-CURRENT LIABILITIES
Obligation under finance lease 33 111 -
Bank loans, secured 34 76,800 -
Convertible bonds 35 72,645 -
Deferred tax liability 36 9,061 -
158,617 -
NET ASSETS 86,970 3,277
CAPITAL AND RESERVES
Share capital 37 54,231 32,590
Reserves 38 32,981 (29,545)
87,212 3,045
Non-controlling interests (242) 232
TOTAL EQUITY 86,970 3,277

The financial statements on pages 28 to 127 were approved and authorised for issue by the board of

directors on 28 June 2010 and are signed on its behalf by:

Chan Cheong Yee

DIRECTOR

Yik Chok Man
DIRECTOR

EMCOM INTERNATIONAL LIMITED
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Statement of Financial Position
At 31 March 2010
2010 2009
Notes HK$’000 HK$'000
NON-CURRENT ASSETS
Interests in subsidiaries 22 157,038 27,356
CURRENT ASSETS
Other receivables, deposits and prepayments 26 443 3
Security deposit to a related company 27 - 800
Bank balances and cash 2 -
445 803
CURRENT LIABILITIES
Other payables and accruals 30 3,504 3,944
Amount due to subsidiaries 22 1,649 820
5,153 4,764
NET CURRENT LIABILITIES (4,708) (3,961)
TOTAL ASSETS LESS CURRENT LIABILITIES 152,330 23,395
NON CURRENT LIABILITIES
Convertible bonds 35 72,645 -
NET ASSETS 79,685 23,395
CAPITAL AND RESERVES
Share capital 37 54,231 32,590
Reserves 38 25,454 (9,195)
TOTAL EQUITY 79,685 23,395
Chan Cheong Yee Yik Chok Man

DIRECTOR
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Consolidated Statement of Changes in Equity

For the Year ended 31 March 2010

Equity
component Attributable
of Share to owners Non-
Share Share Contributed convertible ~ options  Exchange Accumulated of the controlling
capital premium  surplus note  reserve  reserve losses Company interests Total
HK$000 HK$000 HKEOOO HK$OOO HKFOOO HKEOOO HKPOOO HKEOOO HK$OOO HKSOOO
At 1 April 2008 24,790 67,856 3,930 12,154 355 6,214 (77,554) 37,745 (121) 37,624
Loss for the year - - - - - - [(95,531) (95,531) (390) (95,921)
Other comprehensive loss for the year - - - - - (2,500 - (2,500 (B)  (2,509)
Total comprehensive loss for the year - - - - - (2,500) (95,531) (98,031 (395) (98,426)
Conversion from the convertible nate
took place on 9 April 2008 2,400 60,000 - (12,154) - - - 90,246 - 90,246
Issue of new shares of HK$0.01 each
completed on 7 January 2009 5,400 5,400 - - - - - 10,800 - 10,800
Capital injection by nan-contralling
interest holders of a subsidiary - - - - - - - - 748 748
Issuing expenses - (359) - - - - - (359) - (359)
Cancellation or lapse of share option
granted - - - - (355) - 355 - - -
Equity-settled share option arrangement - - - - 2644 - - 2,644 - 2,644
At 31 March 2009 32,590 132,897 3,930 - 2844 374 (172,730) 3,045 232 3,277
Loss for the year - - - - - - [(32,918) (32,916) (596) (33,512)
Other comprehensive loss
for the year - - - - - (3,658 - (3,658 - (3,656
Total comprehensive loss for the year - - - - - [(3,658) (32,916) (36,572) (596) (37,168)
Share cansideration of HK$0.02 each
for acquisition of subsidiary 15,000 60,000 - - - - - 75000 - 75000
Issue of new shares of HK$0.02 each
campleted on 14 October 2009 3,000 12,000 - - - - - 15,000 - 15,000
Issue of ordinary shares under share
option scheme 3641 16,895 - - (6,669 - - 13,867 - 13,867
Issuing expenses - (280) - - - - - (280) - (280)
Issue of convertible bonds on
7 October 2009 - - - 8202 - - - 8202 - 8202
Equity-settled share option arrangement - - - - 8930 - - 8950 - 8830
Acquisition of non-cantralling interests - - - - - - - - 122 122
At 31 March 2010 54,231 221,512 3930 8202 4825 58 (205,646) 87,212 (242) 86,970
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Consolidated Statement

For the Year ended 31 March 2010

of Cash Flows

2010 2008
Notes HK$’000 HK$'000
CASH FLOWS FROM OPERATING ACTIVITIES
Loss for the year: (33,512) (95,921)
Adjustments for:
Income tax expenses 2,719 313
Finance costs recognised in profit or loss 4,820 77
Interest income (4) (119)
Share of loss of a jointly controlled entity - 721
Share of loss of an associate 84 63
(Gain)/loss on disposal of a subsidiary (22,439) 580
Gain arising on change in fair value of
investment properties (20,000) -
Depreciation and amortisation 1,225 4,313
Whrite off of property, plant and equipment 381 -
Impairment loss in respect of property,
plant and equipment 1,033 888
Impairment loss in respect of goodwill 5,465 3,758
Impairment loss in respect of other intangible assets - 2,080
Write down of inventory 14,402 15,783
Written off in respect of interests in a jointly
controlled entity - 18,928
Impairment loss in respect of payment for
investment in a joint venture - 8,653
Impairment loss in respect of trade and
other receivables, deposits and prepayments 2,577 1,025
Loss on disposal of property, plant and equipment 867 9,068
Equity-settled share option expense 8,950 2,644
Operating cash flows before working capital changes (33,432) (27,144)
Decrease/(increase) in inventories 648 (26,196)
Decrease/(increase) in trade receivables 4,538 (432)
(Increase)/decrease in other receivables,
deposits and prepayments (50,321) 8,878
Decrease/(increase) in security deposit to a
related company 800 (800)
Increase in amount due from a jointly controlled entity - ]
(Decrease) in amount due to a related company - (1,509)
Increase in trade payables 3,115 3,285
(Decrease)/increase in other payables,
accruals and deposit received (11,354) 22,744
(Decrease)/increase in amount due to
non-controlling interests (483) 966
CASH USED IN OPERATION (86,489) (20,209)
Tax paid (222) -
NET CASH USED IN OPERATING ACTIVITIES (86,711) (20,209)
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Consolidated Statement of Cash Flows

For the Year ended 31 March 2010

2010 2008
Notes HK$’000 HK$'000
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of subsidiaries 39 52 3,747
Decrease in pledged bank deposit 150 -
Purchase of other intangible assets - (2,340])
Purchase of property, plant and equipment (525) (10,904)
Proceeds from disposal of property, plant and equipment 94 941
Deposit received in respect of sale of investment properties 48,000 -
Net cash outflow from disposal of subsidiaries 40 (79) (41)
Interests received 4q 119
NET CASH FROM/(USED IN) INVESTING ACTIVITIES 47,696 (8.478)
CASH FLOWS FROM FINANCIAL ACTIVITIES
Net proceeds from placement of new shares 14,720 10,441
Proceeds from shares issued under share option scheme 13,867 -
Capital injection from non-controlling interests - 748
Repayment of promissory loans (900) (5,900])
Bank loans arised 7,925 -
Repayment of finance lease (56) -
Interest on finance lease paid (6) -
Bank interest paid (1,967) -
NET CASH GENERATED FROM FINANCING ACTIVITIES 33,583 5,289
DECREASE IN CASH AND CASH EQUIVALENTS (5,432) (23,398)
CASH AND CASH EQUIVALENTS AT THE BEGINNING
OF THE YEAR 15,403 39,612
Effect of foreign exchange rate changes (175) (811)
CASH AND CASH EQUIVALENTS AT THE END
OF THE YEAR 28 9,796 15,403

EMCOM INTERNATIONAL LIMITED

35



36

Notes to Financial Statements

For the Year ended 31 March 2010

1.

CORPORATE INFORMATION

The principal activity of the Company is investment holding. The principal activities of the Company’s

subsidiaries are set out in note 22 to the financial statements.

The registered office of the Company is located at Cricket Square, Hutchins Drive, PO. Box 2681, Grand
Cayman KY1-1111, Cayman Islands and the head office and principal place of business of the Company
in Hong Kong is located at Room 1201-1204, 12th Floor, Sea Bird House, 22-28 Wyndham Street,
Central, Hong Kong. The Company has its primary listing on the Growth Enterprise Market (“GEM") of

The Stock Exchange of Hong Kong Limited.

a)

SIGNIFICANT ACCOUNTING POLICIES

Statement of compliance

These financial statements have been prepared in accordance with all applicable Hong Kong
Financial Reporting Standards (“HKFRSs”), which collective term includes all applicable individual
Hong Kong Financial Reporting Standards, Hong Kong Accounting Standards (“HKASs”) and
Interpretations issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA”) and
accounting principles generally accepted in Hong Kong. These financial statements also comply
with the applicable disclosure provisions of The Rules Governing the Listing of Securities on the
Growth Enterprise Market of The Stock Exchange of Hong Kong Limited (the “GEM Listing Rules”)
and the disclosure requirements of the Hong Kong Companies Ordinance. A summary of the
significant accounting policies adopted by the Group is set out below. These financial statements
have been prepared under historical cost convention except for certain financial instruments and
investment properties which are measured at fair value, as explained in the accounting policies
set out below.
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Notes to Financial Statements

For the Year ended 31 March 2010

2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

a)

Statement of compliance (Continued)

In the current year, the Group has applied, for the first time, the following new standards,
amendments and interpretations (“new and revised HKFRSs”) issued by the HKICPA, which are
effective for the company’s financial year beginning on 1 April 2008.

HKAS 1 (Revised in 2007) Presentation of Financial Statements

HKAS 23 (Revised) Borrowing Costs

HKAS 32 and HKAS 1 Puttable Financial Instruments and Obligations Arising
(Amendments) on Liguidation

HKFRS 1 and HKAS 27 Cost of an Investment in a Subsidiary, Jointly Controlled Entity or
(Amendments) Associate

HKFRS 2 (Amendment) Vesting Conditions and Cancellations

HKFRS 7 (Amendments) Improving Disclosures about Financial Instruments

HKFRS 8 Operating Segments

HK(IFRIC) - Int 9 & HKAS 39 Embedded Derivatives
(Amendments)

HK(IFRIC) = Int 13 Customer Loyalty Programmes

HK(IFRIC) = Int 15 Agreements for Construction of Real Estate

HK(IFRIC) - Int 16 Hedges of a Net Investment in a Foreign Operation

HK(IFRIC) - Int 18 Transfer of Assets from Customers

HKFRSs (Amendments) Improvements to HKFRSs issued in 2008, except for

the amendment to HKFRS 5

Except as described below, the adoption of the new and revised HKFRSs has no material effect on
the financial statements of the Group for the current and prior accounting periods.

HKAS 1 (Revised) has introduced changes in the presentation and disclosures of financial statements
(including changes in the titles of the financial statements). The revised standard separates owner
and non-owner changes in equity. The statement of changes in equity will only include details of
transactions with owners, with all non-owner changes in equity presented as a single line. In
addition, this revised standard has introduced the statement of comprehensive income: it presents
all items of income and expenses recognised in profit or loss, together with all other items of
recognised income and expense recognised directly in equity, either in one single statement, or in
two linked statements. The Group has elected to present comprehensive income in two statements.
Comparative information has been re-presented to conform to the new presentation. The revised
standard has no impact on the financial position or results of operations of the Group.

The amendments to HKFRS 7 expand disclosures required in relation to fair value measurements in
respect of financial instruments which are measured at fair value. The amendments also expand and
amend the disclosures required in relation to liquidity risk. The Group has not provided comparative
information for the expanded disclosures in accordance with the transitional provision set out in
the amendments.

EMCOM INTERNATIONAL LIMITED

37



38

Notes to Financial

Statements

For the Year ended 31 March 2010

2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

a)

Statement of compliance (Continued)

HKFRS 8 supersedes HKAS 14 “Segment Reporting”, and requires operating segments to be
identified on the basis of internal reports about components of the Group that are regularly reviewed
by the chief operating decision-makers in order to allocate resources to the segment and to assess
its performance. This contrasts with the presentation of segment information in prior years which
was based on related products and services and on geographical areas. The adoption of HKFRS
8 has resulted in presentation of segment information in a manner that is more consistent with
internal reporting provided to the group’s most senior executive management, and has resulted in
additional reportable segments being identified and presented. Corresponding amounts have been
provided on a basis consistent with the revised segment information.

The company has not early applied the following new and revised standards, amendments and
interpretations that have been issued but are not yet effective.

HKFRSs (Amendments)

HKFRSs (Amendments])
HKFRSs (Amendments])
HKAS 24 (Revised)
HKAS 27 (Revised)
HKAS 32 (Amendment)
HKAS 39 (Amendment)
HKFRS 1 (Revised)
HKFRS 1 (Amendments)
HKFRS 1 (Amendment)

HKFRS 2 (Amendments)

HKFRS 3 (Revised)

HKFRS 9

HK(IFRIC) - Int 14
(Amendment)

HK(IFRIC) - Int 17

HK(IFRIC) - Int 19

Amendment to HKFRS 5 as part of Improvements to
HKFRSs issued in 2008’

Improvements to HKFRSs issued in 20092

Improvements to HKFRSs issued in 20108

Related Party Disclosures®

Consolidated and Separate Financial Statements®

Classification of Right Issues*

Eligible Hedged Items’

First-time Adoption of Hong Kong Financial Reporting Standards’

Additional Exemptions for First-time Adopters?®

Limited Exemption from Comparative HKFRS 7
Disclosures for First-time Adopters®

Group Cash-settled Share-based Payment Transactions®

Business Combinations’

Financial Instruments”

Prepayments of a Minimum Funding Requirement®

Distributions of Non-cash Assets to Owners’
Extinguishing Financial Liabilities with Equity Instruments®

1 Effective for annual periods beginning on or after 1 July 2009
2 Amendments that are effective for annual periods beginning on or after 1 July 2009 or
1 January 2010, as appropriate

0 N O o b»

specified

Annual Report

2010

Effective for annual periods beginning on or after 1 January 2010

Effective for annual periods beginning on or after 1 February 2010

Effective for annual periods beginning on or after 1 January 2011

Effective for annual periods beginning on or after 1 July 2010

Effective for annual periods beginning on or after 1 January 2013

Effective for annual periods beginning on or after 1 January 2011, unless otherwise



Notes to Financial Statements

For the Year ended 31 March 2010

2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

a)

b)

Statement of compliance (Continued)

The application of HKFRS 3 (Revised) may affect the accounting for business combination for which
the acquisition date is on or after the beginning of the first annual reporting period beginning
on or after 1 July 2009. HKAS 27 (Revised) will affect the accounting treatment for changes in
a parent’'s ownership interest in a subsidiary. The directors of the Company anticipate that the
application of the other new and revised standards, amendments and interpretations will have no
material impact on the results and the financial position of the Group.

Consolidation

The consolidated financial statements incorporate the financial statements of the Company and
entities (including special purpose entities) controlled by the Company (its subsidiaries). Control is
achieved to govern the financial and operating policies of an entity so as to obtain benefits from
its activities.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated
income statement from the effective date of acquisition or up to the effective date of disposal, as
appropriate.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies into line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses are eliminated on consolidation.
Unrealised losses resulting from intra-group transactions are eliminated in the same way as
unrealised gains but only to the extent that there is no evidence of impairment.

Non-controlling interests represent the portion of the net assets of subsidiaries attributable to
interests that are not owned by the Company, whether directly or indirectly through subsidiaries,
and in respect of which the Group has not agreed any additional terms with the holders of those
interests which would result in the Group as a whole having a contractual obligation in respect of
those interests that meets the definition of a financial liability. Non-controlling interests are presented
in the consolidated statement of financial position with equity, separately from equity attributable
to the owners of the Company. Non-controlling interests in the results of the Group are presented
on the face of the consolidated income statement and consolidated statement of comprehensive
income as an allocation of the total profit or loss and total comprehensive income for the year
between non-controlling interests and the owners of the Company.
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Notes to Financial Statements

For the Year ended 31 March 2010

2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

b)

c)

Consolidation (Continued)

Where losses applicable to the non-controlling interests exceed the non-controlling interests in the
equity of a subsidiary, the excess, and any further losses applicable to the non-controlling interests,
are charged against the Group’s interest except to the extent that the non-controlling interest
has a binding obligation to, and is able to, make additional investment to cover the losses. If the
subsidiary subsequently reports profits, the Group’s interest is allocated all such profits until the
non-controlling interest’s share of losses previously absorbed by the Group has been recovered.

Increase in interest in existing subsidiary is treated in the same manner as the acquisition of
subsidiary, with goodwill or a bargain purchase gain being recognized where appropriate. For
decrease in interest in subsidiary regardless of whether the disposal would result in the Group
losing control over the subsidiary, the difference between the consideration received and the carrying
amount of the share of net assets disposed of was recognized in profit or loss.

Business combinations

The acquisition of businesses is accounted for using the purchase method. The cost of the acquisition
is measured at the aggregate of the fair values, at the date of exchange, of assets given, liabilities
incurred or assumed, and equity instruments issued by the Group in exchange for control of the
acquiree, plus any costs directly attributable to the business combination. The acquiree’s identifiable
assets, liabilities and contingent liabilities that meet the conditions for recognition under HKFRS 3
“Business Combinations” are recognised at their fair values at the acquisition date.

Goodwill arising on acquisition is recognised as an asset and initially measured at cost, being the
excess of the cost of the business combination over the Group’s interest in the net fair value of
the identifiable assets, liabilities and contingent liabilities recognised. If, after reassessment, the
Group’s interest in the net fair value of the acquiree’s identifiable assets, liabilities and contingent
liabilities exceeds the cost of the business combination, the excess is recognised immediately in
profit or loss.

The non-controlling interest in the acquiree is initially measured at the non-controlling interest’s
proportion of the net fair value of the assets, liabilities and contingent liabilities recognised.
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Notes to Financial Statements

For the Year ended 31 March 2010

2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

d)

e)

Goodwill

Goodwill arising on acquisition on or after 1 January 2005

Goodwill arising on an acquisition of a business for which the agreement date is on or after 1
January 2005 represents the excess of the cost of acquisition over the Group’s interest in the fair
value of the identifiable assets, liabilities and contingent liabilities of the relevant business at the
date of acquisition. Such goodwill is carried at cost less any accumulated impairment losses.

Capitalised goodwill arising on an acquisition of a business is presented separately in the consolidated
statement of financial position.

For the purposes of impairment testing, goodwill arising from an acquisition is allocated to each
of the relevant cash-generating units, or groups of cash-generating units, that are expected to
benefit from the synergies of the acquisition. A cash-generating unit to which goodwill has been
allocated is tested for impairment annually, and whenever there is an indication that the unit may
be impaired. For goodwill arising on an acquisition in a financial year, the cash-generating unit to
which goodwill has been allocated is tested for impairment before the end of that financial year.
When the recoverable amount of the cash-generating unit is less than the carrying amount of
the unit, the impairment loss is allocated to reduce the carrying amount of any goodwill allocated
to the unit first, and then to the other assets of the unit pro rata on the basis of the carrying
amount of each asset in the unit. Any impairment loss for goodwill is recognised in profit or loss.
An impairment loss for goodwill is not reversed in subsequent periods.

On subsequent disposal of the relevant cash-generating unit, the attributable amount of goodwill
capitalised is included in the determination of the amount of profit or loss on disposal.

Subsidiaries

A subsidiary is a company controlled by the Company. Subsidiaries are considered to be controlled
if the Company has the power, directly or indirectly, to govern the financial and operating policies
so as to obtain benefits from their activities.

Investments in subsidiaries are included in the Company’s statement of financial position at cost

less any identified impairment loss. The results of subsidiaries are accounted for by the Company
on the basis of dividends received and receivable.
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Notes to Financial Statements

For the Year ended 31 March 2010

2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

f)

gl

Jointly controlled entities

A jointly controlled entity is an entity which operates under a contractual arrangement between
the Group or Company and other parties, where the contractual arrangement establishes that the
Group or Company and one or more of the other parties share joint control over the economic
activity of the entity.

An investment in a jointly controlled entity is accounted for in the consolidated financial statements
under the equity method and is initially recorded at cost and adjusted thereafter for the post
acquisition change in the Group’s share of the jointly controlled entity’'s net assets, unless it is
classified as held for sale. The Group’s share of the post-acquisition, post-tax results of the jointly
controlled entities and any impairment losses for the year are recognised in the consolidated income
statement, whereas the Group’s share of the post-acquisition post-tax items of the investees’ other
comprehensive is recognised in the consolidated statement of comprehensive income.

When the Group’s share of losses exceeds its interest in the jointly controlled entity, the Group’s
interest is reduced to nil and recognition of further losses is discontinued except to the extent that
the Group has incurred legal or constructive obligations or made payments on behalf of the jointly
controlled entity. For this purpose, the Group’s interest in the jointly controlled entity is the carrying
amount of the investment under the equity method together with the Group’s long-term interests
that in substance form part of the Group’s net investment in the jointly controlled entity.

Unrealised profits and losses resulting from transactions between the Group and its jointly controlled
entities are eliminated to the extent of the Group’s interest in the jointly controlled entity, except
where unrealised losses provide evidence of an impairment of the asset transferred, in which case
they are recognised immediately in profit or loss.

Investment in associates

An associate is an entity over which the investor has significant influence and that is neither a
subsidiary nor an interest in a joint venture.

The results and assets and liabilities of associates are incorporated in these consolidated financial
statements using the equity method of accounting. Under the equity method, investments in
associates are carried in the consolidated statement of financial position at cost as adjusted
for post-acquisition changes in the Group’s share of the net assets of the associates, less any
identified impairment loss. When the Group’s share of losses of an associate equals or exceeds
its interest in that associate (which includes any long-term interests that, in substance, form part
of the Group’s net investment in the associate], the Group discontinues recognising its share of
further losses. An additional share of losses is provided for and a liability is recognised only to the
extent that the Group has incurred legal or constructive obligations or made payments on behalf
of that associate.
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Notes to Financial Statements

For the Year ended 31 March 2010

2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

a)

h)

Investment in associates (Continued)

Any excess of the cost of acquisition over the Group’s share of the net fair value of the identifiable
assets, liabilities and contingent liabilities of the associate recognised at the date of acquisition is
recognised as goodwill. The goodwill is included within the carrying amount of the investment and
is not tested for impairment separately. Instead, the entire carrying amount of the investment is
tested for impairment as a single asset. Any impairment loss recognised is not allocated to any
asset, including goodwill, that forms part of the carrying amount of the investment in the associate.
Any reversal of impairment loss is recognised to the extent that the recoverable amount of the
investment subsequently increases.

Any excess of the Group’s share of the net fair value of the identifiable assets, liabilities and
contingent liabilities over the cost of acquisition, after reassessment, is recognised immediately
in profit and loss.

Where a group entity transacts with an associate of the Group, profits and losses are eliminated
to the extent of the Group’s interest in the relevant associate.

Non-current assets held for sale and discontinued operations
Non-current assets held for sale

Non-current assets and disposal groups are classified as held for sale if their carrying amount
will be recovered principally through a sale transaction rather than through continuing use. This
condition is regarded as met only when the sale is highly probable and the asset (or disposal group)
is available for immediate sale in its present condition. A disposal group is a group of assets to
be disposed of together as a group in a single transaction, and liabilities directly associated with
those assets that will be transferred in the transaction.

Except for certain assets as explained below, non-current assets and disposal groups classified as
held for sale are measured at the lower of their previous carrying amount and fair value less costs
to sell. The principal exceptions to this measurement policy so far as the financial statements of
the Group and the Company are concerned are deferred tax assets, assets arising from employee
benefits, financial assets (other than investments in subsidiaries, associates and jointly controlled
entity) and investment properties. These assets, even if held for sale, would continue to be measured
in accordance with the policies set out elsewhere in note 2.

Impairment losses on initial classification as held for sale, and on subsequent re-measurement
while held for sale, are recognised in profit or loss. As long as a non-current asset is classified as
held for sale, or is included in a disposal group that is classified as held for sale, the non-current
asset is not depreciated or amortised.
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Notes to Financial Statements

For the Year ended 31 March 2010

2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

h)

Non-current assets held for sale and discontinued operations (Continued)
Discontinued operations

A discontinued operation is a component of the Group’s business, the operations and cash flows
of which can be clearly distinguished from the rest of the Group and which represents a separate
major line of business or geographical area of operations, or is part of a single co-ordinated plan to
dispose of a separate major line of business or geographical area of operations, or is a subsidiary
acquired exclusively with a view to resale.

Classification as a discontinued operation occurs upon disposal or when the operation meets the
criteria to be classified as held for sale, if earlier. It also occurs if the operation is abandoned.

Where an operation is classified as discontinued, a single amount is presented on the face of the
income statement, which comprises:

- the post-tax profit or loss of the discontinued operation; and

- the post-tax gain or loss recognised on the measurement to fair value less costs to sell, or
on the disposal, of the assets or disposal group constituting the discontinued operation.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and impairment
losses.

Major costs incurred in restoring property, plant and equipment to their normal working condition
are charged to profit or loss. Improvements are capitalised and depreciated over their expected
useful lives.

Subsequent expenditure relating to property, plant and equipment that has already been recognised
is added to the carrying amount of the asset when it is probable that future economic benefits,
in excess of the originally assessed standard of performance of the existing asset, will flow to the
enterprise. All other subsequent expenditure is recognised as an expense in the period in which
it is incurred.

The gain or loss on disposal of property, plant and equipment is determined as the difference
between the net sales proceeds and the carrying amount of the relevant asset, and is recognised
in profit or loss.
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Notes to Financial Statements

For the Year ended 31 March 2010

2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

i)

Property, plant and equipment (Continued)

Depreciation is calculated on the straight-line basis to write-off the cost of each asset over its
estimated useful life. The principal annual rates used for this purpose are as follows:

Computers 25%
Leasehold improvement Over the shorter of the lease terms and 20%
Motor vehicles 20%
Furniture, fixtures and equipment 20%
Plant and machinery 10%
Moulds 20%

Where parts of an item of property, plant and equipment have different useful lives, the cost
or valuation of the item is allocated on a reasonable basis between the parts and each part is
depreciated separately. Both the useful life of an asset and its residual value, if any, are reviewed
annually.

Investment properties

Investment properties are land and/or buildings which are owned or held under a leasehold interest
to earn rental income and/or for capital appreciation. These include land held for a currently
undetermined future use and property that is being constructed or developed for future use as
investment property. Investment properties are stated in the consolidated statements of financial
position at fair value, unless they are still in the course of construction or development at the end
of the reporting period and their fair value cannot be reliably determined at that time. Any gain
or loss arising from a change in fair value or from the retirement or disposal of an investment
property is recognised in profit or loss.

When the Group holds a property interest under an operating lease to earn rental income and/or
for capital appreciation, the interest is classified and accounted for as an investment property on a
property-by-property basis. Any such property interest which has been classified as an investment
property is accounted for as if it were held under a finance lease, and the same accounting policies
are applied to that interest as are applied to other investment properties leased under finance
leases.
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For the Year ended 31 March 2010

2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

k)

Intangible assets
Intangible assets acquired separately

Intangible assets acquired separately and with finite useful lives are carried at costs less accumulated
amortisation and any accumulated impairment losses. Amortisation for intangible assets with
finite useful lives is provided on a straight-line basis over their estimated useful lives. Alternatively,
intangible assets with indefinite useful lives are carried at cost less any subsequent accumulated
impairment losses (see the accounting policy in respect of impairment losses on tangible and
intangible assets below).

Gains or losses arising from derecognition of an intangible asset are measured at the difference
between the net disposal proceeds and the carrying amount of the asset and are recognised in
profit or loss when the asset is derecognised.

Research and development expenditures

Expenditure on research activities is recognised as an expense in the period in which it is
incurred.

An internally-generated intangible asset arising from development expenditure is recognised only if
it is anticipated that the development costs incurred on a clearly-defined project will be recovered
through future commercial activity.

The amount initially recognised for internally-generated intangible asset is the sum of the expenditure
incurred from the date when the tangible asset first meets the recognition criteria. \Where no
internally —generated intangible asset can be recognised, development expenditure is charged to
profit or loss in the period in which it is incurred.

Subsequent to initial recognition, internally-generated intangible asset is reported at cost less
accumulated amortisation and accumulated impairment losses, on the same basis as intangible
assets acquired separately.
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Notes to Financial Statements

For the Year ended 31 March 2010

2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

1)

m)

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost, calculated on a first-in,
first-out basis, comprises all costs of purchases, costs of conversion and other costs incurred in
bringing the inventories to their present location and condition.

Net realisable value is the estimated selling price in the ordinary course of business less the
estimated costs of completion and the estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of those inventories is recognised as an expense in
the period in which the related revenue is recognised. The amount of any write-down of inventories
to net realisable value and all losses of inventories are recognised as an expense in the period the
write-down or loss occurs. The amount of any reversal of any write-down of inventories, arising
from an increase in net realisable value, is recognised as a reduction in the amount of inventories
recognised as an expense in the period in which the reversal occurs.

Financial instruments

Financial assets and financial liabilities are recognised when a group entity becomes a party to
the contractual provisions of the instruments. Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are directly attributable to the acquisition or issue
of financial assets and financial liabilities (other than financial assets and financial liabilities at fair
value through profit or loss) are added to or deducted from the fair value of the financial assets
or financial liabilities, as appropriate, on initial recognition. Transaction costs directly attributable
to the acquisition of financial assets or financial liabilities at fair value through profit or loss are
recognised immediately in profit or loss.

Financial assets
The Group’s financial assets are classified as loans and receivables. All regular way purchases
or sales of financial assets are recognised and derecognised on a trade date basis. Regular way

purchases or sales are purchases or sales of financial assets that require delivery of assets within
the time frame established by regulation or convention in the marketplace.
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For the Year ended 31 March 2010

2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

m)

Financial instruments (Continued)
Financial assets (Continued)
Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial asset
and of allocating interest income over the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash receipts (including all fees on points paid or received
that form an integral part of the effective interest rate, transaction costs and other premiums
or discounts) through the expected life of the financial asset, or where appropriate, a shorter
period.

Interest income is recognised on an effective interest basis for debt instruments.
Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. At the end of each reporting period subsequent to initial
recognition, loans and receivables (including trade and other receivables, amount due from a jointly
controlled entity, security deposit to a related company, pledged bank deposits and cash and cash
equivalents) are carried at amortised cost using the effective interest method, less any identified
impairment losses, (see accounting policy on impairment loss on financial assets below), unless
the effect of discounting would be immaterial, in which case they are stated at cost less provision
for impairment.

Impairment loss on financial assets

Financial assets are assessed for indicators of impairment at the end of the reporting period.
Financial assets are impaired where there is objective evidence that, as a result of one or more
events that occurred after the initial recognition of the financial asset, the estimated future cash
flows of the financial assets have been impacted.

For all the Group’s financial assets, objective evidence of impairment could include:

- significant financial difficulty of the issuer or counterparty; or

- default or delinquency in interest or principal payments; or

- it becoming probable that the borrower will enter bankruptcy or financial re-organisation.
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Notes to Financial Statements

For the Year ended 31 March 2010

2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

m)

Financial instruments (Continued)

Financial assets (Continued)

Impairment loss on financial assets (Continued)

For certain categories of financial asset, such as trade and other receivables, assets that are
assessed not to be impaired individually are subsequently assessed for impairment on a collective
basis. Objective evidence of impairment for a portfolio of receivables could include the Group’s past
experience of collecting payments, an increase in the number of delayed payments in the portfolio
past the credit period, as well as observable changes in national or local economic conditions that
correlate with default on receivables.

For financial assets carried at amortised cost, an impairment loss is recognised in profit or loss
when there is objective evidence that the asset is impaired, and is measured as the difference
between the asset’s carrying amount and the present value of the estimated future cash flows
discounted at the financial asset’s original effective interest rate.

For financial assets carried at cost, the amount of the impairment loss is measured as the difference
between the asset’'s carrying amount and the present value of the estimated future cash flows
discounted at the current market rate of return for a similar financial asset. Such impairment loss
will not be reversed in subsequent periods.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial
assets with the exception of trade receivables and amounts due from group companies, where the
carrying amount is reduced through the use of an allowance account. Changes in the carrying amount
of the allowance account are recognised in profit or loss. When trade receivables or amounts due
from group companies are considered uncollectible, it is written off against the allowance account.
Subsequent recoveries of amounts previously written off are credited to profit or loss.

For financial assets measured at amortised cost, if, in a subsequent period, the amount of
impairment loss decreases and the decrease can be related objectively to an event occurring after
the impairment loss was recognised, the previously recognised impairment loss is reversed through
profit or loss to the extent that the carrying amount of the asset at the date the impairment is
reversed does not exceed what the amortised cost would have been had the impairment not been
recognised.
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For the Year ended 31 March 2010

2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

m)

Financial instruments (Continued)

Financial liabilities and equity instruments

Financial liabilities and equity instruments issued by a group entity are classified according to the
substance of the contractual arrangements entered into and the definitions of a financial liability
and an equity instrument.

An equity instrument is any contract that evidences a residual interest in the assets of the Group
after deducting all of its liabilities.

Financial liabilities within the scope of HKAS 38 are classified as financial liabilities at fair value
through profit or loss and other financial liabilities. The Group classifies its financial liabilities into
other financial liabilities. The accounting policies adopted in respect of financial liabilities and equity
instruments are set out below.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial liability
and of allocating interest expenses over the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash payments through the expected life of the financial
liability, or, when appropriate, a short period.

Interest expense is recognised on an effective interest basis.

Other financial liabilities

Other financial liabilities including trade and bills payables, other payables and accruals, amounts
due to group companies and borrowings are subsequently measured at amortised cost, using the

effective interest method unless the effect of discounting would be immaterial, in which case they
are stated at cost.
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For the Year ended 31 March 2010

Statements

33.0BLIGATION UNDER FINANCE LEASE (CONTINUED)

At 31 March 2010, the Group had obligation under finance lease repayable as follows:

The Group
2010 2009

Present Present

value value
of the Total of the Total
minimum minimum minimum minimum
lease lease lease lease
payments payments payments payments
HK$’000 HK$'000 HK$'000 HK$'000
Within 1 year 83 93 - -
After 1 year but within 2 years 83 93 - -
After 2 years but within 5 years 28 31 - -
111 124 - -
194 217 - -
Less total future interest expenses (23) -
Present value of lease obligation 194 -

The Group’s obligation under finance lease is secured by the charge over the leased assets.
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For the Year ended 31 March 2010

34.BANK LOANS, SECURED

At 31 March 2010, the bank loans were repayable as follows:

The Group
HK$’000 HK$'000
Repayable on demand or within one year 78,200 -
After one year but within two years 1,200 -
After two years but within five years 19,200 -
After five years 56,400 -
155,000 -

The bank loans included variable-rate borrowings repayable within one to ten years which carry interest
rates of prevailing market rate plus 2.25% or HIBOR plus 2.25% per annum, whichever is higher. The
effective interest rate on the bank loan is 2.45% per annum at 31 March 2010.

At 31 March 2010, the bank loans of the Group were secured by pledge of investment properties of
the Group and corporate guarantee executed by the Company.

35.CONVERTIBLE BONDS

On 7 October 2009, the Company issued HK$78 million convertible bonds due on the second anniversary
of the date of the issue of the bonds for the acquisition of the entire interests in Harvest Yield. For
the period commencing on the date of the issue of the convertible bonds and expiring on the first
anniversary of such date of issue, the convertible bonds shall accrue no interest. Following the passing
of the said first anniversary, the convertible bonds shall accrue interest at the rate of 5% per annum
of the outstanding principal amount of the convertible bonds. Interest is payable on the maturity date
or such earlier date of redemption of the convertible bonds. The convertible bonds are secured by (i)
first charge over the entire issued share capital in Harvest Yield; (ii) first charge over the entire issued
capital in Power Alliance; and (iii) second charge over the investment properties of the Group.

The bondholders have the right at any time up to maturity date to convert the whole or any part of the
principal amount of the convertible bonds into ordinary share at the initial conversion price of HK$0.10
per share (subject to adjustments). If the convertible bonds have not been converted on the maturity
date, they will be redeemed at the principal amount.
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Notes to Financial Statements

For the Year ended 31 March 2010

35.CONVERTIBLE BONDS (CONTINUED)

The convertible bonds contain two components, liability and equity components. The fair value of the
liability component, which was determined by independent professional valuers, DTZ Debenham Tie Leung
Limited and Roma Appraisals Limited on the date of issue, is the present value of the contractually
determined stream of future cash flows discounted at the effective interest rate of 8.29% and providing
substantially the same cash flows, on the same terms, but without the conversion option. The residual
amount is assigned as the equity component and is included in equity.

The movement of the liability component and equity component of the convertible bonds for the year
is set out below:

Liability Equity

component component

HK$’000 HK$’000

Convertible bonds issued on 7 October 2009 69,798 8,202
Interest expenses charged 2,847 -
As at 31 March 2010 72,645 8,202

The convertible note issued on 11 October 2007 had been converted into share entirely during the
year ended 31 March 2009. The movement of the liability component and equity component for that
year is set out below:

Liability Equity

component component

HK$ 000 HK$'000

As at 1 April 2008 51,721 12,154
Interest expenses charged 77 -
Conversion of entire convertible note into share (50,2486) (12,154)
As at 31 March 2009 1,552 -

The balance as at 31 March 2009 represented interest payable of the convertible note and had been
included in Other payables and accruals in the consolidated and the Company’s statements of financial
position.
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36.DEFERRED TAXATION

The components of deferred tax (assets)/liabilities recognised in the consolidated statement of financial

position and the movements during the year are as follows:
The Group

Accelerated Revaluation

tax of investment Unused

depreciation properties tax loss Total
HK$’000 HK$’000 HK$'000 HK$’000

At 1 April 2008, 31 March 2009
and 1 April 2009 - - - -

Acquired on acquisition of

subsidiaries (Note 39] 1,613 10,149 (4,880) 6,882
Charged/(credited) to profit or loss 45 3,300 (1,166) 2,179
1,658 13,4489 (6,048) 9,061

In accordance with the accounting policy set out in note 2(t), the Group has not recognised deferred
tax assets in respect of cumulative tax losses of HK$33,708,000 (2009: HK$38,972,000) as it is
not probable that future taxable profits against which the losses can be utilised will be available in the

relevant tax jurisdiction and entity. The tax losses do not expire under current tax legislation.

As at 31 March 2008 and 2010, the Group and the Company has no material unprovided deferred

tax.
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Notes to Financial Statements
For the Year ended 31 March 2010
37.SHARE CAPITAL
2010 2009
Number of Nominal Number of Nominal
shares value shares value
’'000 HK$’000 ‘000 HK$'000
Ordinary shares of HK$0.02
(20039: HK$0.01) each
Authorised:
At the beginning of the year 10,000,000 100,000 10,000,000 100,000
Consolidation of share from 2 shares
into one consolidated share (note 3) (5,000,000) - - -
At the end of the year 5,000,000 100,000 10,000,000 100,000
Issued and fully paid:
At the beginning of the year 3,258,980 32,590 2,478,980 24,790
Conversion of convertible note (note 1) - - 240,000 2,400
Placing of new shares (note 2] - - 540,000 5,400
Share allotment under share option
scheme before share consolidation
(note 6) 66,898 669 - -
Share consolidation (note 3) (1,662,939) - - -
Share consideration for acquisition of
subsidiary (note 4) 750,000 15,000 - -
Placing of new shares (note 5] 150,000 3,000 - -
Share allotment under share option
scheme after share consolidation
(note 6] 148,620 2,972 - -
At the end of year 2,711,559 54,231 3,258,980 32,590

Note 1:

The Company issued 240,000,000 ordinary shares of HK$0.01 each as a result of the exercise of the

conversion rights attached to the convertible note of entire principal amount of HK$62,400,000 at a
conversion price of HK$0.26 each on 9 April 2008.

Note 2:
share on 7 January 2008.

The Company placed 540,000,000 ordinary shares of HK$0.01 each at a placing price of HK$0.02 per
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37.SHARE CAPITAL (CONTINUED)

Note 3:  Pursuant to an ordinary resolution passed on 5 August 2009, a capital reorganization was undertaken that
the issued and unissued ordinary share of HK$0.01 each in the capital of the Company was consolidated on
the basis of every 2 shares being consolidated into 1 share of HK$0.02 each (“Consolidated share”).

Note 4: 750,000,000 Consolidated shares were issued at a price of HK$0.1 per share to satisfy part of the
consideration pursuant to the sale and purchase agreement dated 27 May 2008 entered into between
the Company and the vendors for the acquisition of Harvest Yield.

Note 5:  The Company placed 150,000,000 Consolidated shares at a placing price of HK$0.1 per share on 14
October 2008 for the purpose of increase the working capital of the Company and enhance the liquidity
strength of the Group.

Note 6:  During the year, 66,898,000 ordinary shares of HK$0.01 each and 148,620,000 Consolidated shares
of HK$0.02 each were issued pursuant to the share option scheme of the Company at consideration of
HK$1,806,000 and HK$12,060,000 respectively.

Capital management

Capital comprises of share capital and reserves stated on the consolidated statement of financial position.
The Group’s primary objectives when managing capital are to safeguard the Group’s ability to continue
as a going concern, so that it can continue to provide returns for owners of the Company and benefits
for other stakeholders, by pricing products and services commensurately with the level of risk and by
securing access to finance at a reasonable cost.

The Group actively regularly reviews and manages its capital structure to maintain a balance between
the higher owners’ returns that might be possible with higher levels of borrowings and the advantages
and security afforded by a sound capital position, and makes adjustments to the capital structure in
light of changes in economic conditions.

As in prior year and consistent with industry practice, the Group monitors its capital structure on the
basis of a net debt to adjusted capital ratio. For this purpose the Group defines net debts as total debt
(which includes interest-bearing loans and borrowings, trade and other payables and obligation under
finance lease but excludes redeemable preference shares) plus unaccrued proposed dividends, less cash
and cash equivalents. Adjusted capital comprises all components of equity and redeemable preference
shares, other than amounts recognised in equity relating to cash flow hedges, less unaccrued proposed
dividends.

During the year ended 31 March 2010, the Group’s net debt-to-equity ratio has been decreased due
to issue of shares during the year.
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37.SHARE CAPITAL (CONTINUED)
Capital management (Continued)
The net debt-to-equity ratio at 31 March 2010 and 2008 was as follows:

The Group The Company

2010 2009 2010 2009
Note HK$’'000 HK$'000 HK$'000 HK$'000

Current liabilities

Trade payables 29 8,236 2,740 - -
Deposits received, other payables

and accruals 30 61,589 20,899 3,504 3,944
Promissory note 31 - 900 - -
Amount due to an associate 23 147 63 - -
Amount due to non-controlling

interests 32 483 966 - -
Amounts due to subsidiaries 22 - - 1,649 820
Tax payables 631 313 - -
Obligation under finance lease 33 83 - - -
Bank loans, secured 34 78,200 - - -
Liabilities associated with assets

classified as held for sale 10 - 19,185 - -

149,369 45,066 5,153 4,764

Non-current liabilities:

Obligation under finance lease 33 111 - - -
Bank loans, secured 34 76,800 - - -
Convertible bonds 35 72,645 - 72,645 -
149,556 - 72,645 -

Total debt 298,925 45,066 77,798 4,764
Less: Cash and cash equivalents 28 (9,796) (15,403) (2) -
Pledged bank deposits 28 - (150) - -

Net debt 289,129 29,513 77,796 4,764
Total equity 86,970 3,277 79,685 23,395
Net debt-to-equity ratio 332% 901% 97% 20%

Neither the Company nor any of its subsidiaries are subject to externally imposed capital requirement.

EMCOM INTERNATIONAL LIMITED 107



108

38.RESERVES

Notes to Financial Statements
For the Year ended 31 March 2010
a) The Group
Equity
component
of Share
Share Contributed convertible option  Exchange Accumulated
premium surplus note reserve reserve losses Total
HK$000  HK$OOO  HK$OOO  HKPOOO  HKFOOO  HKEOOO  HKEOOO

At 1 April 2008 67,856 3,930 12,154 355 6,214 (77,554) 12,955
Conversion of convertible

note into shares 60,000 - (12,154) - - - 47,846
Issue of ordinary shares of

HK$0.01 each completed

on 7 January 2009 5,400 - - - - - 5,400
Issuing expenses (359) - - - - - (359)
Transfer of cancelled/lapsed

share option to

retained earning - - - (355) - 355 -
Equity-settled share option

arrangement - - - 2,644 - - 2,644
Exchange difference arising

from translation of

financial statements - - - - (2,459) - (2,455)
Transfer to profit or loss on

disposal of foreign operations - - - - (45) - (45)
Loss for the year - - - - - (95,531) (95,531)
At 31 March 2009 132,897 3,930 - 2,644 3,714 (172,730)  (29,545)
At 1 April 2009 132,897 3,930 - 2,644 3,714 (172,730)  (29,545)
Share consideration of

HK$0.02 each for

acquisition of subsidiary 60,000 - - - - - 60,000
Issue of ordinary shares of

HK$0.02 each completed

on 14 October 2009 12,000 - - - - - 12,000
Issue of ordinary shares under

share option scheme 16,895 - - (6,669) - - 10,226
Issuing expenses (280) - - - - - (280)
Issue of convertible bonds on

7 October 2009 - - 8,202 - - - 8,202
Equity-settled share option

arrangement - - - 8,950 - - 8,950
Exchange difference arising

from translation of financial

statements - - - - (290) - (290)
Transfer to profit or loss on

disposal of foreign operations - - - - (3,366) - (3,366)
Loss for the year - - - - - (32,916) (32,916)
At 31 March 2010 221,512 3,930 8,202 4,925 58  (205,646) 32,981
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38.RESERVES (CONTINUED)
b) The Company
Equity
component
of Share
Share  Contributed  convertible option Accumulated
premium surplus note reserve losses Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
At 1 April 2008 67,856 1,988 12,154 355 (50,409) 31,944
Conversian of convertible
note into shares 60,000 - (12,154) - - 47,846
Issue of ordinary shares of
HK$0.01 each completed
on 7 January 2009 5,400 - - - - 5,400
Issuing expenses (359) - - - - (359)
Transfer of cancelled/lapsed
share option to retained
earning - - - (359) 355 -
Equity-settled share option
arrangement - - - 2,644 - 2,644
Loss for the year - - - - (96,670) (96,670)
At 31 March 2009 132,897 1,988 - 2,644 (146,724) (9,195)
At 1 April 2009 132,897 1,988 - 2,644 (146,724) (9,195)
Share consideration of
HK$0.02 each for
acquisition of subsidiary 60,000 - - - - 60,000
Issue of ordinary shares of
HK$0.02 each completed
on 14 October 2009 12,000 - - - - 12,000
Issue of ordinary shares
under share option scheme 16,895 - - (6,669) - 10,226
Issuing expenses (280) - - - - (280)
Issue of convertible bonds
on 7 October 2009 - - 8,202 - - 8,202
Equity-settled share option
arrangement - - - 8,950 - 8,950
Loss for the year - - - - (64,449) (64,449)
At 31 March 2010 221,512 1,988 8,202 4,925 (211,173 25,454
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38.RESERVES (CONTINUED)

b) The Company (Continued)

At 31 March 2010, the aggregate amount of reserves available for distribution to owners of the
Company was approximately HK$12,327,000. At 31 March 2009, the Company had no reserve
available for distribution to shareholders.

The share premium is arising from the issue of shares of the Company.

The contributed surplus represents the difference between the combined net assets of the
subsidiaries acquired by the Company and the nominal value of the shares of the Company at the
time of the Group reorganisation.

39.ACQUISITION OF SUBSIDIARIES
Acquisition in 2010

On 7 October 2009, the Company acquired the entire issued share capital of Harvest Yield and the sale
debts, being the amounts equal to the entirety of the face value of the loans outstanding at 7 October
2009 made by the vendors to Harvest Yield. Harvest Yield is the sole beneficial owner of the entire
issued share capital of Power Alliance, a company incorporated in Hong Kong, who is the owner of the
shopping mall located in Tsimshatsui which is currently managed by Gi Space Limited, a wholly owned
subsidiary of the Company. The Board considers that it is in the benefits of the Company to seek for
suitable investment opportunities and broaden its source of income. The Board believes that the rental
income from the shopping mall will generate stable income for the Group and will also broaden its source
of income. In addition, the shopping mall represents an excellent investment opportunity as the Company
can benefit from the gain in value of the shopping mall as the Hong Kong property market grows.
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39.ACQUISITION OF SUBSIDIARIES (CONTINUED)
Acquisition in 2010 (Continued)

On 1 January 2010, the Company acquired the entire issued share capital of ISpace Investment Limited
at consideration of HK$1.

The fair value of net assets acquired in the transactions approximate to their carrying amounts at the
date of acquisition and the goodwill arising are as follows:

Harvest Yield ISpace Total
HK$'000 HK$'000 HK$'000

Net assets/(liabilities) acquired:

Investment properties (note 19) 300,000 - 300,000
Property, plant and equipment (note 18] 192 1,304 1,496
Trade and other receivables 1,375 132 1,507
Bank and cash balance 51 1 52
Trade and other payables (2,217) (4,202) (6,419)
Bank loan, secured (147,075) - (147,075)
Deferred tax liabilities (note 36) (6,882) - (6,882)
145,444 (2,765) 142,679

Goodwill (note 21) 7,556 2,765 10,321
153,000 - 153,000

Total consideration satisfied by:

Issue of shares (note 37) 75,000 - 75,000
Issue of convertible bonds (note 35) 78,000 - 78,000
153,000 - 153,000

Net cash inflow arising on acquisition:
Bank balances and cash acquired 951 1 92

The fair value of the consideration shares was based on the published share price. The basis of fair
value calculation of convertible bonds is set out in note 35.

The goodwill arising on the acquisition was attributable to the anticipated profitability of Harvest Yield
and ISpace.

Harvest Yield and ISpace contributed profit of HK$11,026,000 and loss of HK$3,074,000 respectively
to the Group’ loss for the period between the date of acquisition and 31 March 2010.
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39.ACQUISITION OF SUBSIDIARIES (CONTINUED)
Acquisition in 2010 (Continued)

If the acquisition had been completed on 1 April 2009, total group revenue and loss for the year ended
31 March 2010 would have been HK$693,512,000 and HK$29,016,000 respectively. The proforma
information is for illustrative purposes only and is not necessarily an indication of revenue and results of
the Group that actually would have been achieved had the acquisition been completed on 1 April 2009,
nor is it intended to be a projection of future results.

Acquisition in 2009

On 19 December 2008, the Group acquired the entire issued share capital of Gi Space Limited and Gi
Space (Canton) Limited (formerly known as Ty Space Limited) for considerations of HK$5,000,000 and
HK$1,800,000 respectively. Both companies are principally engaged in marketing and management of
shop mall. The amount of goodwill arising as a result of the acquisition was approximately HK$6,459,000
in aggregate.

The net assets acquired in the transaction and the goodwill arising are as follows:

Gi Space (Canton)

Gi Space Limited Limited
Acquiree’s Acquiree’s
carrying carrying
amount and amount and Total fair
fair value fair value value
HK$'000 HK$'000 HK$'000
Net assets acquired:
Bank balances and cash 3,548 199 3,747
Trade receivables 685 174 859
Other receivables, deposits and prepayments 70 - 70
Amounts due from parent company before acquisition 115 36 151
Trade payables (2,683) - (2,683)
Other payables and accruals (1,443) (360) (1,803)
292 49 341
Goodwill 6,459
6,800
Total consideration satisfied by:
Fair value of promissory note 6,800
Net cash inflow arising on acquisition:
Bank balances and cash acquired 3,747
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39.ACQUISITION OF SUBSIDIARIES (CONTINUED)
Acquisition in 2009 (Continued)

The net assets of acquirees were carried at amounts not materially different from their fair values as
at acquisition date. The promissory note was carried at amounts not materially different from its fair
values when issued at the acquisition date due to the short maturity of the promissory note.

The goodwill arising on the acquisition was attributable to the anticipated profitability of the new business
and the anticipated future operating synergies form the combination.

Gi Space Limited and Gi Space (Canton) Limited contributed HK$1,030,000 and HK$442,000 to the
Group’ loss for the period between the date of acquisition and 31 March 2009 respectively.

If the acquisition had been completed on 1 April 2008, total group revenue and loss for the year ended
31 March 2009 would have been HK$215,496,000 and HK$ 395,582,000 respectively. The proforma
information is for illustrative purposes only and is not necessarily an indication of revenue and results of
the Group that actually would have been achieved had the acquisition been completed on 1 April 2008,
nor is it intended to be a projection of future results.
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40.DISPOSAL OF SUBSIDIARIES
For year ended 31 March 2010
As referred to in note 9, on 30 June 20089, the Group disposed of the entire equity interests in Photar

International Limited at a consideration of HK$1 to an independent third party. Details of the net liabilities
disposed of are as follows:

HK$’000
Net liabilities disposed of:
Interests in a jointly controlled entity -
Other receivables, deposits and prepayments 2
Amount due from a jointly controlled entity 31
Bank and cash balances 79
Trade and other payables (19,185)
(19,073)
Gain on disposal of subsidiaries:
Consideration received and receivable -
Net liabilities disposed of 19,073
Release of exchange reserve 3,366
Gain on disposal 22,439
Net cash outflow arising on disposal:
Cash consideration -
Bank balances and cash disposed of (79)
(79)

The impact of disposed subsidiaries on the Group’s results and cash flows in the current and prior
periods is disclosed in note 9.
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40.DISPOSAL OF SUBSIDIARIES (CONTINUED)
For year ended 31 March 2009

On 10 November 2008, the Group disposed of one subsidiary, EmCall Singapore Pte Limited. The net
assets of the EmCall Singapore Pte Limited at the date of disposal were as follows:

HK$'000
Net assets disposed of:

Property, plant and equipment 222
Inventories 303
Trade receivables 75
Other receivables, deposits and prepayments 23
Bank and cash balances 41
Other payables and accruals (39)
625
Release of exchange reserve (45)
Loss on disposal 580
Total consideration -

Net cash outflow arising on disposal:
Cash consideration -
Bank balances and cash disposed of (41)
(41)

The subsidiary disposed of during the year did not have any significant impact on the Group’s
cash-flow.
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41.SHARE OPTION SCHEME

The Company's share option scheme was adopted pursuant to written resolutions passed on 19 October
2002 (the “Scheme”) for the primary purpose of providing incentives to directors, eligible employees
and participants who have contributed to the Group, and will expire in 12 November 2012. Under the
Scheme, the board of directors of the Company may grant options to full-time or part-time employees
including directors (executive and non-executive) and any advisor, consultant, supplier, distributor,
contractor, agent, business partner, promoter, service provider or customer of the Company or any of
its subsidiaries, to subscribe for share in the Company.

Subject to the condition that the total number of shares which may be issued upon the exercise of all
outstanding options granted and yet to be exercised under the Scheme and any other schemes of the
Company must not exceed 30% of the shares of the Company in issue from time to time, the total
number of shares in respect of which options may be granted under the Scheme when aggregated with
any shares subject to any other schemes is not permitted to exceed 10% of the shares of the Company
immediately upon the listing of the shares on the Stock Exchange (“Scheme Mandate Limit"), without
prior approval from the Company’s shareholders. Options lapsed in accordance with the terms of the
share option scheme will not be counted for the purpose of calculating the Scheme Mandate Limit. The
number of shares in respect of which options may be granted to any individual in aggregate within any
12-month period is not permitted to exceed 1% of the shares of the Company in issue, without prior
approval from the Company’s shareholders. Options granted to substantial shareholders or independent
non-executive directors or any of his, her or its associates in the 12-month period up to and including
the date of offer of the option exceeding the higher of 0.1% of the Company’s shares in issue and with
a value in excess of HK$5 million must be approved by the Company’s shareholders.

Options granted must be taken up within 21 days of the date of grant, upon payment of HK$1 per
option. Options may be exercised at any time from the date of acceptance of the share option to such
date as determined by the board of directors of the Company and will not be less than the highest
of the closing price of the Company’s shares on the date of grant, the average closing prices of the
shares for the five business days immediately preceding the date of grant and the nominal value of the
Company’s shares.

Details of specific categories of options are as follows:

Adjusted

exercise

Option type Date of grant Exercise period Exercise price price
HKS$ HKS$

2008A 3/10/2007 3/10/2008 - 3/10/2012 0.312 -
20039A 30/12/2008 30/12/2008 - 29/12/2011 0.027 0.054
2009B 24/2/2008 24,/2/2009 - 23/2/2012 0.036 0.072
2010 26/8/2009 26/8/2009 - 25/8/2012 0.1012 -
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41.SHARE OPTION SCHEME (CONTINUED)

Note 1:

Note 2:

For 2008A, the options are exercisable during the 4-year period from the first anniversary of the offer
date to the expiry of the fifth anniversary of the offer date (i.e., from 3 October 2008 to 3 October
2012) in the following manner:

(1) 20% of the respective option shares will be exercisable by the related grantee after the first
anniversary of the offer date; and

(2) The remaining 80% of the respective option shares will be exercisable by the related grantee after
the third anniversary of the offer date.

For 2009A, the options are exercisable in part or in full during the 3-year period from the offer date
to the expiry of the third anniversary of the offer date (i.e., from 30 December 2008 to 29 December
2011).

For 2009B, the options are exercisable in part or in full during the 3-year period from the offer date to the
expiry of the third anniversary of the offer date (i.e., from 24 February 2009 to 23 February 2012).

For 2010, the options are exercisable in part or in full during the 3-year period from the offer date to
the expiry of the third anniversary of the offer date (i.e. from 26 August 2008 to 25 August 2012)

The exercise price and number of options outstanding as at 5 August 2008 of option type 2009A and

2008B have been adjusted in accordance with share consolidation of two shares into one consolidated
share.
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41.SHARE OPTION SCHEME (C

The following share options were outstanding under the Scheme during the year:

Category

Share option type

Directors

Employees

Advisor

2008A
2009A

2010
2008A
2009A

2010
2008A
2009A
20098

2010

The weighted average share price during the year was HK$0.1094.
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For the Year ended 31 March 2010

41.SHARE OPTION SCHEME (CONTINUED)

The following share options were outstanding under the Scheme during the prior year:

Number of shares issuable under options held

Balance at Granted Exercised Lapsed Cancelled  Balance at

Share 1 April during during during during 31 March

Category option type 2008 the year the year the year the year 2008
‘000 ‘000 ‘000 ‘000 ‘000 ‘000

Directors 2008A 600 - - - (600) -
2009A - 13,500 - - - 13,500

Employees 2008A 2,264 - - (1,904) (360) -
2009A - 640 - - - 640

Advisor 2008A 9,296 - - (8,608) (688) -
2009A - 171,000 - - - 171,000

20098 - 49,000 - - - 49,000

12,160 234,140 (10,512) (1,648) 234,140

The fair value of the share options granted for 2010 during the year ended 31 March 2010
was approximately to HK$8,950,000 (2009: fair value of 2009A and 2009B was approximately
to HK$1,977,000 and HK$667,000 respectively) and the Company recognised total expenses of
approximately HK$8,950,000 for the year. (20039: HK$2,644,000)
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41.SHARE OPTION SCHEME (CONTINUED)

The fair value of equity-settled share options granted during the year was estimated as at the date of
grant using a Black- Scholes Option Pricing Model, taking into the account the terms and conditions
upon which the options were granted. The following table lists the inputs to the model used:

Share option type

2008A 2009A 2009B 2010
Option pricing maodel Binomial Black- Scholes Black- Scholes Black- Scholes
Grant date share price HK$0.27 HK$0.027 HK$0.036 HK$0.099
Exercise price HK$0.312 HK$0.027 HK$0.036 HK$0.101
Volatility 85.57% 84.3% 80.24% 136.78%
Risk-free interest rate 4.079% 0.379% 0.447% 0.409%
Life of options 5 years 3 years 3 years 3 years
Expected dividend yield 0% 0% 0% 0%

Expected volatility was determined by using the historical weekly volatility of the Company’s share price
over the previous 78 weeks. (2009: over the previous 78 weeks)

At the date of approval of these financial statements, the Company had 639,501,000 share options
outstanding under the Scheme, which represented approximately 3% of the Company’s shares in issue
as at that date.

42.0PERATING LEASE COMMITMENTS

The Group as lessee

At the end of the reporting period, the Group had commitments for future minimum lease payments
under non-cancellable operating leases in respect of properties which fall due as follows:

2010 2009

HK$’000 HK$'000

Within one year 4435 1,708
In the second to fifth year, inclusive 195 703
640 2,411

Other than as disclosed above, the Group and the Company had no material lease commitments
outstanding at the end of reporting period.
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For the Year ended 31 March 2010

42.0PERATING LEASE COMMITMENTS (CONTINUED)
The Group as lessor

The Group’s lease its investment properties under operating lease arrangements, with leases negotiated
for terms arranging from O to 2 years.

At the end of the reporting period, the Group had contracted with tenants for the following minimum
lease payments.

2010 2009

HK$’000 HK$'000

Within one year 3,354 -
In the second to fifth year, inclusive 1,342 -
4,696 -

The Group entered into a sale and purchase agreement with Success Build Limited, an independent
third party for the disposal of the investment properties. The disposal is expected to be completed on
or before 21 September 2010. Pursuant to the sale and purchase agreement, the Group shall on the
completion date either (a) assign and novate in favour of the purchaser of all subsisting sub-licences
under the sub-licence agreements in respect of any part of the properties or (b) terminate those sub-
licences under the sub-licence agreements not assigned and novated pursuant to (a) above. Assuming
the disposal of the investment properties is completed on 21 September 2010, the company had
future minimum lease payment receivable within one year under non-cancellable operating leases of
HK$2,104,000.
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43.CAPITAL COMMITMENTS

The Group
2010 2009
HK$’000 HK$'000
Contracted but not provided for
— Additional capital injection in an associate,
Boss Education Limited 2,450 2,550
— Additional capital injection in a subsidiary,
E-Learning i Tech Service (Shanghai) Company Limited 1,206 1,206
Emcom Management Consultation (Shanghai)
Company Limited - 1,499
3,656 5,255

Other than as disclosed above, the Group and the Company had no material capital commitments
outstanding at the end of the report period.

44.CONTINGENT LIABILITIES

At 31 March 2010, the Company has issued a corporate guarantee for an amount of not less than
HK$155,000,000 to a bank in respect of banking facilities granted to a wholly owned subsidiary. The
directors of the Company do not consider it probable that a claim will be made against the Company
under the corporate guarantee. The maximum liability of the Company at the end of the reporting period
under the corporate guarantee issued is the outstanding amount of the bank loans of HK$155,000,000.
The Company has not recognised any deferred income in respect of the corporate guarantee as its fair
value is nominal.

Saved as disclosed above, the Group and the Company did not have any significant contingent liabilities
as at 31 March 2010.
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Notes to Financial Statements

For the Year ended 31 March 2010

45.PLEDGE OF ASSETS

As at 31 March 2010, the investment properties (which is classified as held for sale) with carrying
amount of HK$320,000,000 have been pledged to secure general banking facilities granted to the
Group and convertible bonds. In addition, the convertible bonds are also secured by first charges over
the entire issued share capital in Harvest Yield and Power Alliance.

As at 31 March 2010, the Group’s obligation under finance lease is secured by the lessor’s charge
over the leased asset, which has a carrying amount of HK$256,000.

46.NON-CASH TRANSACTIONS

The Group entered into the following non-cash investing and financing activities which are not reflected
in the consolidated statement of cash flows:

- During the year, the Group acquired a motor vehicle with a capital value of HK$2395,000 under a
finance lease.

- As detailed in note 39, the Group acquired Harvest Yield at the consideration of HK$153 million
during the year. The amount was settled in the way of issue of consideration shares and convertible
bonds by the Company during the year.

- In prior year, the Group acquired Gi Space Limited and Gi Space (Canton) Limited at the consideration
of HK$6,800,000. The amount was settled in the way of issue of promissory note.

47.RELATED PARTY TRANSACTIONS

In addition to the security deposit to a related company as disclosed in note 27 and transactions and
balances disclosed elsewhere in these financial statements, the Group entered into the following material
related party and connected transactions.

Key management personnel remuneration

Remuneration for key management personnel, including amounts paid to the Company’'s directors as
disclosed in note 12 is as follows:

2010 2009

HK$’000 HK$'000

Salaries, allowances and other benefits 1,348 1,596
Share-based payment 979 145
2,327 1,741
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For the Year ended 31 March 2010

48.EVENTS AFTER THE REPORTING PERIOD

i)

iii)

Appointment of executive director

Mpr. Chiau Sing Chi (“Mr. Chiau”) has been appointed as an executive director of the Company with
effect from 1 June 2010 and the Company has issued first tranche of convertible bonds in the
principal amount of HK$25,000,000 and granted share options with the subscription right to
subscribe up to 250,000,000 shares at the initial exercise price of HK$0.10 per share to Mr.
Chiau pursuant to the term and conditions of the service agreement dated 22 February 2010
entered between the Company and Mr. Chiau.

The convertible bonds are interest-free, unsecured and matured ten years from the date of issue.
At the options of the holders, the convertible bonds shall be converted at the price of HK$0.10
per share (subject to adjustment). The Company shall redeem each convertible bond which remain
outstanding on the date immediately following ten years after the first issue of the convertible
bonds.

The share options may be exercised in whole or in part at any time during the period commencing
from the date of expiry of the eighteenth months from the date of grant of the share options to the
date falling on the expiry of the fortieth month from the date of grant of the options. The exercise
price shall initially be HK$0.10 per share (subject to adjustment).

Adjustment to conversion price of HK$78 million convertible bonds

The conversion price of the HK$78 million convertible bonds has been adjusted from HK$0.10
per share to HK$0.09 per share with effect from 1 June 2010 as a result of the issue of the
convertible bonds and share options under the service agreement dated 22 February 2010 entered
between the Company and Mr. Chiau.

Continuing connected transaction involving the entering into of the license agreement

On 22 February 2010, the Group entered into a license agreement with Entrance Gate Limited.
Pursuant to the license agreement, the licensor shall grant to the Group an exclusive license to
use, apply or exploit the intellectual property rights relating to the Movie “&/I+5%" globally for a
term of 3 years subject to renewal up to 10 years and also the right to sub-license such exclusive
license. The intellectual property rights stipulated in the license agreement included but not limited
to the intellectual property rights and the goodwill in respect of all the animated characters and
personalities, designs, figures and the names thereof, portrayals of various characters, persons
or fictional subjects, together with such names and symbols as may have been used to identify
any of them which have appeared and/or have been used in the Movie. The Group shall pay the
licensor a royalty based on 10% of the sales revenues to be received by the Group under the
license agreement.
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Notes to Financial Statements

For the Year ended 31 March 2010

48.EVENTS AFTER THE REPORTING PERIOD (CONTINUED)

iii)

iv)

Continuing connected transaction involving the entering into of the license agreement
(Continued)

Given that the license agreement is made inter-conditional on connected transactions as described
in (iv) and (v) below and Mr. Chiau is a connected person of the Company under GEM Listing Rules,
this transaction constituted a continuing connected transaction and has been approved by the
independent shareholders on 27 May 2010.

The license agreement is effective from 1 June 2010 upon satisfaction of all conditions set out
in the license agreement.

Acquisition of the entire issued share capital and the entire shareholder’s loan of Raxco

On 22 February 2010, the Group entered into an acquisition agreement with the vendors whereby
the Group has conditionally agreed, among other things, to acquire from the vendors the entire
issued share capital of Raxco Assets Corp. (“Raxco”) and the entire shareholder’s loan at a
consideration of HK$10.

Raxco is a company incorporated in the British Virgin Islands and is in establishment stage of
operating its online software and game development business through its wholly-owned subsidiary
in the PRC.

The Board considers that the prospect of online game business lies on its earning potential,
rather than on its net asset value. It is anticipated that the online software and game development
business operated by Raxco through its PRC subsidiary will contribute to the potential growth in
profit attributable to the owners of the Company in the future. Given that the performance of
Raxco has been substantially improved in the year of 2009, with the expertise of Mr. Chiau in
the Filmed Entertainment Business, it is considered that there are prospects in the business of
Raxco. Furthermore, the Acquisition will expedite the time and reduce the costs to be incurred by
the Group in establishing a similar establishment in the PRC.

One of the vendors is ultimately owned by a discretionary trust of which Mr. Chiau is a discretionary
object. Mr. Chiau is a connected person of the Company pursuant to the GEM Listing Rules, the
transactions contemplated under Acquisition Agreement constitute a connected transaction of the
Company and has been approved by the independent shareholders on 27 May 2010. The acquisition
has been completed on 2 June 2010.

The Group is still in progress to finalise the amount of each class of the acquiree’s assets, liabilities
and contingent liabilities as the completion date of the acquisition.
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48.EVENTS AFTER THE REPORTING PERIOD (CONTINUED)

v)

vi)

Continuing connected transaction - profit transfer deed

On 22 February 2010, the Ngai Wah Associates Limited (the “Transferor”) and the Group entered
into the Profit Transfer Deed, pursuant to which, subject to the satisfaction of certain conditions,
the Transferor shall transfer all the profits, income, benefits entitled by the Transferor under,
generated from or otherwise in connection with the Film Production Agreement dated 22 April
20089 entered into between the Transferor and FEIEZ & E A FSR A 5 2 7], the Animation Film and
transactions contemplated thereunder, including the profits and income entitled by the Transferor
under the profit sharing arrangement as stipulated in Film Production Agreement to the Group
with effect from the completion date.

The term of the Profit Transfer Deed shall be of three years and will be automatically renewed
thereafter as long as the Film Production Agreement remains valid and effective. The Transferor
has the right to engage in the exploitation of the intellectual property rights as are subsisting in
the movie entitled “&/Tt5%:" and has entered into the Film Production Agreement with China Film
Group in relation to the production of the animation film of the Movie. The Transferor is entitled
to the Profits as contemplated under the Film Production Agreement and pursuant to the Profit
Transfer Deed, the Group will be entitled to all the Profits generated from the Film Production
Agreement.

Given that the Transferor is beneficially owned by an associate of Mr. Chiau who is a connected
person of the Company pursuant to the GEM Listing Rules, the transactions contemplated under
Profit Transfer Deed constitute a continuing connected transaction of the Company and has been
approved by the independent shareholders on 27 May 2010. The Profit Transfer Deed is completed
on 1 June 2010 upon satisfaction of all conditions.

Change of company name

Pursuant to a special resolution passed on 27 May 2010, the name of the Company was changed
from “Emcom International Limited” to “Bingo Group Limited”. On 7 June 2010, the Company
was informed that due to human error at the Registrar of Companies in Cayman Islands, there is
another company with the exact name “Bingo Group Limited” already existed in the Cayman Islands
despite the previous name check and reservation approved by the Registrar of Companies in
Cayman Islands. As such, the name “Bingo Group Limited” cannot be approved of by the Registrar
of Companies in Cayman Islands. The Board of the Company, therefore, proposes to apply for the
name “Bingo Group Holdings Limited” as its new name. As at the date of this report, the proposed
change in company name is still pending the passing of special resolution by the shareholders of
the Company and approval by the Registrar of Companies in Cayman Islands.
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For the Year ended 31 March 2010

48.EVENTS AFTER THE REPORTING PERIOD (CONTINUED)
vii) Disposal of investment properties

On 23 April 2010, the Group entered into a sale and purchase agreement with Success Build
Limited, an independent third party for the disposal of the investment properties, the shopping
mall located in Tsimshatsui, for a consideration of HK$320,000,000. The disposal is expected to
be completed on or before 21 September 2010. The bank loan of HK$155,000,000, which is
secured by pledge of the investment properties, will be payable on the completion date.

viii) On 27 May 2010, the Company entered into the Strategic Cooperation Memorandum with China
Film Group Film Production Corporation, a wholly owned subsidiary of China Film Group Corporation
pursuant to which the Company and China Film Group Corporation agreed to co-invest, produce
and distribute a series of market-oriented film productions that are mainly catered for the film

entertainment market in mainland China.

Details of the above events (i) to (vii) are set out in the circular dated 3 May 2010 and announcements
dated 22 February 2010 and 13 March 2010.

49.COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform with the current year’s presentation.

EMCOM INTERNATIONAL LIMITED 127



Five Year Financial Summary

The results and assets and liabilities of the Group for the last five financial years are as follows:

2010 2009 2008 2007 2006
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
(Restated)
RESULTS
Turnover 687,987 214,935 98,779 63,072 64,147
Loss before taxation 30,793 95,608 27,715 28,510 13,299
Taxation (2,719) (313) 527 - 700
Loss before non-controlling interests 33,512 95,921 27,188 28,510 12,599
Non-contralling interests (596) (390) 121) - -
Loss attributable to owners
of the Company 32,916 95,531 27,067 28,510 12,599
Loss per share
- Basic (cents) 1.50 6.74 1.47 4.52 2.26
2010 2009 2008 2007 2006
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
(Restated)
ASSETS AND LIABILITIES
Total assets 394,956 48,343 101,650 83,871 56,564
Total liabilities (307,986) (45,066) (64,026) (71,386) (37,335)
Non-controlling interests (242) 232 (121) - -
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