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CHAIRMAN’S STATEMENT 

 

Dear Shareholders, 

 

This past financial year is best remembered as the most traumatic years for the world economy. Unprecedented 
collapses of some of the world’s renowned financial institutions in the United States of America and Europe and 
their aftershocks confirmed that strains in the credit markets were chronic rather than temporary. The world faced 
its most serious financial crisis since the Great Crash of 1929. 

Against the background of a huge financial crisis and a synchronised slump in economic activity, I am glad, 
however, to report that our Group has weathered through this financial storm in fairly good shape. Of course, some 
parts of our business were affected. On balance, I am satisfied that we have kept faith in the course we set some 
years earlier in transforming the Murchison Group of companies. 

In the midst of these uncertainties, our adoption of the “Five Pillars of Growth’ strategy has enabled us to 
quarantine risk fallout in some of our businesses without infecting the entire Group. Therefore, I am delighted to 
report a healthy and steady growth in our overall performance. 

Our execution strategy is focussed on creating values for our shareholders. Our total net assets continued to grow 
whilst our interest-bearing liabilities continued to fall. Total net assets stood at $27.02 million, a growth of 22.3% 
from the previous corresponding period (pcp”0 . Interest-bearing liabilities fell further by 48.3% to $1.25 million from 
$2.42 million in the pcp. We have therefore come a long way in reducing our interest-bearing liabilities from a high 
of $24.1 million recorded in 2004. 

 

PERFORMANCE REVIEW 

Reflecting the drastic fall in economic activities globally, Revenue from Ordinary Activities fell by 50% to A$5.435 
million for the year ended 30 June 2009 as compared to the pcp. However, our other sources of income grew by 
230% to $3.637 million from the pcp. This improvement moderated our revenue decline to about 15% compared to 
the pcp, which in the light of a marked decline in economic activities globally seems satisfactory. 

Gross Profit before minority interests rose 53.9%% to $3.274 million from pcp’s of $2.062 million. 

Quest Marine Resources Limited (“QMR”), the entity established to carry on the white-protein activities of our 
Group acquired a food processor in Dalian, the People’s Republic of China (“PRC”), thereby paving the way for 
MCH Group to tap into the emerging and large consumer food markets in the PRC. The acquisition of Dalian 
JiXiang Food Co. Ltd. (“JiXiang”) crystallized an excess of our share of net value on acquisition of A$3.561 million. 

Following the above purchase by QMR, Net Profit after Accounting for Minority Interests registered a 22% rise to 
$1.910 million. 

Our philosophy on maintaining an efficient cost base is evidenced by our ability to ensure that our expense base is 
well-contained against poorer economic conditions. 

Finance cost fell by 14% to a modest $121,000 from $141,000 in the pcp. This improvement continues to reflect our 
low gearing position and prudent capital management. Current ratio stood at a healthy 2.4 and gearing ratio was 
6%. 

The volatility seen in the currency market has focussed our attention in hedging our currency position. Our income 
was earned predominantly in Hong Kong and US Dollars whilst our reporting currency is the Australian Dollar. I am 
satisfied that we have successfully addressed this issue with a positive return to our currency translation into 
Australian Dollar at year end. 

In line with our strategy to expand our capital base to be more in line with our underlying businesses and to reward 
our shareholders, a bonus issue of 1 option for every share held was completed in May 2009. 
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CHAIRMAN’S STATEMENT (CONT’D) 

 

BUSINESS REVIEW 

Quest Investments Limited 

For greater part of the 2008/09 FY, our 64.33% subsidiary Quest Investments Limited (‘QST”) continued to operate 
in poor economic climate. The fall out in capital markets globally and an intensely competitive telecommunications 
market in Hong Kong combined to affect our sales and commission income. Revenue from ordinary activities 
registered a 36% fall to $4.504 million. Revenue recovered in the second-half of 2008/09FY after a poor initial six 
months. Net Profit attributable to members however rose to $3.887 million, a gain of 257% over the pcp. 

QST’s balance sheet remained strong with current ratio standing at 1.63. Interest expense registered a small 
increase to $63,000.   

QST incorporated a wholly-owned subsidiary, Quest Marine Resources Limited (“QMR”), to consolidate its white-
protein and other food businesses under one entity. QMR acquired a PRC-based seafood processor in Dalian 
through an exchange of shares with the Chinese vendor. As a result of the transaction, QST’s stake in QMR now 
stands at about 44%. 

 

Stockbrokerage Business 

The collapse of Lehman Brothers, a major financial institution in the U.S., in October 2008 coupled with the need to 
provide major support by various governments in the world to prop up financially troubled banks in their countries 
had a calamitous effect on the global capital markets. The inevitable credit squeeze seen in the past year had a 
disastrous impact on global trades. For a time, the prospect of a complete financial meltdown was possible. 

The worst economic situation since the Great Depression of the 1930s impacted negatively on the performance of 
Quest stockbrokers (HK) Limited (”QSB”). QSB’s commission income was HK$2.906 million, a decrease of 46% as 
compared to the pcp. Operating Profit after providing for ‘marked-to-market’ investment portfolio’s carrying values 
was HK$ 80,074. 

 

Telecom Business 

We have been informed by QST that its subsidiary, Quest Telecom Limited (“QTL”), continued to face difficult 
market conditions for the greater part of the year. The telecom market in Hong Kong is highly competitive, with 
most service providers slashing their rates.  QTL contributed HK$5.45 million (A$0.785million) in revenue and a 
gross profit of HK$210,200 (A$36,315) after carrier-partners’ costs. After accounting for administration and other 
expenses, a profit of HK$6,876 (A$1,188) was recorded for the period under review. The fall in profits was mainly 
due to the weak macroeconomic environment arising from the global financial crisis. 

 

Marine Resource Business 

There had been major changes to the development of our marine resource business in the year under review. 

A review of our investment in the 45% equity interest in Oceanic Processing Pty Limited (‘Oceanic”) was carried out 
in the third quarter of 2008. 

After considering the prospects of Oceanic, the Group decide to exit its investment in Oceanic. Accordingly, we 
decided that the best course of action was to exercise the Group’s rights by cancelling the 375,000 MCH shares 
issued in 2004 to Global Properties Pty Limited (“Global”) and returning the 45% equity interest in Oceanic. The 
cancellation occurred in March 2009. 

Following the exit of our investment in Oceanic, the Board of QST decided that the best way forward for the marine 
resources business was to establish an wholly-owned enterprise of QST to seriously tap the vast opportunities 
offered by the food industry of Australia and the PRC. We were encouraged by the results of our pilot shipments of 
about US$1.5 million of Australian abalone to clients. QMR was successfully incorporated in the State of Victoria, 
Australia. 
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CHAIRMAN’S STATEMENT (CONT’D) 

 

An opportunity arose during the financial year for QMR to acquire a 100% interest in Dalian JiXiang Food Co., Ltd 
(“JiXiang”), a seafood processor based in Dalian in the PRC. JiXiang completed in 2008 a 22,800 square metre 
new processing plant with an annual capacity of more than 10,000 metric tones. It currently operates at about 
4,000 metric tones due primarily to lack of operating capital. JiXiang complies with European Union (“EU”) and 
Hazard Analysis and Critical Control Point (“HACCP”) standards. It was recently selected by the EU Food and 
Health authority for their inspection tour of Chinese food processors. We have been informed that JiXiang received 
favourable assessment from the EU inspection team and confirmed its status as an authorised exporter to EU 
countries, particularly in the anchovy exports. 

JiXiang also export frozen octopus and other fishery products to Asia and the United States of America (“US”). An 
average of 4 containers per week are delivered to wholesalers in Seoul, South Korea, from the Dalian plant. 

 

Sourcing Business 

Murchison International Limited (“MIL”) had been investing to expand its market coverage and services to clients in 
Asia as well as in Europe. The large fall in exports to Europe and US markets coupled with the credit crunch 
combined to undermine MIL’s operating performance in the period under review.  MIL managed to moderate the 
poor first half performance following a tentative recovery in the second six months. A modest 5% rise in Profits to 
[CHECK]HK$366,630 was achieved. 

MIL intends to support the various Group’s companies to source potential suppliers of raw materials as production 
levels in the marine resource and multi-media businesses rise in tendam with anticipated expanding sale .    

 

Real Estate Business 

MIL’s 2% investment in the Zhongshan property project continued to progress satisfactorily. The new major 
shareholder of the project had redrawn the development plan and submitted the revised plan for approval. Upon 
receiving the approval for the revised plan, the old unfinished tower block was demolished to pave way for the start 
of the construction phase. 

With a mild recovery in the property market in recent months and the prime-nature of the site, we remain optimistic 
that the project will be a successful one. 

The favourable movement of $718,498 in the Foreign Currency Translation Reserves is attributable to this 
investment. 

We have been approached by a US-based pension fund with interest in investing in the development of logistic 
parks in the PRC for a possible joint-venture with us in Chongqing. The US party had appointed an independent 
group of consultants based in Shanghai to commence a feasibility study with the assistance of MIL on the proposed 
joint-venture project. A detail study was conducted with on-site visits to Chongqing were carried out in April 2009. 

The consultants are finalizing their report on the proposed project and we have been informed that they would 
recommend the project to go ahead with us as co-venturer to their client in the US. We await the appointment being 
set up for all parties to meet, discuss and deliberate on the viability of the project and the terms of the proposed 
joint-venture. 

Preliminary discussions with another possible joint-venture party has also recently taken place. 

 

Automotive Business 

For the automotive engine project, MCS Engines Limited has been advised by its German partner that the full 
design of 110cc to 175cc motorcycle engines with Euro3 emission standards and EFI has now been completed. 
However, before we could implement the project, our German partner suffered a serious setback as it fell victim to 
the recession and lack of banking support for its on-going operations in Germany. We were informed that the loss 
of a major customer order through cancellation led to receiver managers being appointed. 

We have been advised by the engineering managers working previously with us in the project that they have 
secured the technical drawings from the receiver managers and would be prepared to continue with the project with 
us. Your Board had deliberated the matter and has reached a conclusion that it would be in our mutual interest to 
wait for a recovery in the motorcycle industry globally before we would commit any funds to implement the project in 
the PRC. 
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CHAIRMAN’S STATEMENT (CONT’D) 

 

Mutli-Media Business 

Our 3G high speed WiFi internet access card (TCN230) is known to be one of the fastest and most stable devices 
presently in the market with file transfer speed of 1.1MB/second as compared to 384KB/second speed of most 
other similar products. We also successfully delivered 5,000 units of TCN230 for use in the Beijing Summer 
Olympics. We also have been advised that there were no adverse comments received on the device. 

For the future, we intend to embed the device into our newly developed netbook computer, thereby making our 
netbook computer one of the few laptop personal computers capable of providing the full range of TD-SCDMA 
(China’s own 3G telecom standard) services to users. 

Currently, Chongching East Top Trend Domo Ltd (“CETD”) is launching the sale of its high quality and advanced 
netbook computer to both domestic Chinese market as well as overseas markets. Preliminary sale of samples to 
interested distributors is encouraging. CEDT is selling these netbook computers at competitive prices under the 
brand name MMM (which stands for Murchison Multi Media). In-principle agreement has been reached with the 
People’s Government of Nanan District to provide a preliminary trial delivery of 500 pieces of these netbook 
computers for use by its middle and senior ranking civil servants. 

Market research on the potential size of the Chinese domestic market suggests a market of about 40 million pieces, 
and growing to 150 million pieces in 2 years for these low-priced netbook computers. CEDT’s factory has a capacity 
of 200,000 pieces per annum. CEDT has budgeted a sale of 20,000 pieces for 2009 calendar year before scaling 
up its production rate in the future. 

We have been advised by CETD that discussions are taking place with various mobile service providers in the PRC 
to use these netbook computers as one of their launching products as these service providers ramp up their service 
levels. Given the fact that it will take a number of years for the 3G service providers to build up infrastructure to 
cover the entire country, CEDT’s potential service provider client had requested that CETD provides a 2-mode 
system as migration from the present GSM system to TD-SCDMA could only be achieved in phases. 

We have been advised by CETD that its engineers are working on the request and on-going discussions both on 
the technical and marketing aspects are taking place. We remain cautiously optimistic of the outcome of these 
discussions. 

 

PROSPECTS 

The 2008/09 FY had seen monumental declines in asset values globally. What were once large and powerful 
financial institutions collapsed under mountains of debts arising from their imprudent exposures to various 
derivative products and to the collapsed US housing market. The collapse of Lehman Brothers in September 2008 
shook the foundations of capitalism.  The free fall in investment sentiment and a near-total freeze in credit markets 
(particularly in the inter-bank markets) deepened to the point of sending the global economy into a near meltdown. 
The world faced an unprecedented deep recession not seen since the Great Depression. 

In response to the crisis of confidence, policymakers in the US and Europe undertook massive quantitative easing 
measures to flood the global economy with liquidity. Under the stewardship of Chairman Ben Bernanke, the US 
Federal Reserve cut the benchmark lending rates to as low as zero and expanded credit to the economy by US$1.1 
trillion over the past year. 

For most of the developed economies, signs are emerging that the real economy is recovering from a recession 
after aggressive actions by central banks and governments. The prospects for a return to growth in 2010 appear 
good. Notwithstanding the appearance of “green shoots” in the economy, measures undertaken to stabilize 
financial markets and to unfreeze credit markets have yet to prove fully effective. Consumers and businesses are 
still having difficulties getting loans. We believe that restoring the free flow of credit is a critical component to a 
lasting recovery. 

Economists are forecasting that the US will emerge in the third quarter of 2009 from its recession. It is expected to 
expand an annualized 2.2 per cent. Similarly, the International Monetary Fund has recently forecast that the world 
economy should expand 2.5% in 2010 after contracting 1.4% in 2008/09. Japan, Germany and France have all 
returned to growth, rather unexpectedly, in the second quarter of 2009. 
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CHAIRMAN’S STATEMENT (CONT’D) 

 

As most of our shareholders know, our Group’s principal activities are centred on Australia, China, and Hong Kong. 
The economic performances of these areas have significant bearing on our performance going forward. It is 
necessary to gain a balanced perspective on the macroeconomic developments in these centres of our operations. 
To that end, I intend to dwell deeper in my analysis of the possible future trends and challenges in this annual 
review. 

For most Asia-Pacific countries, including the PRC, which are dependent on external trades, the synchronous 
recessions in the OECD countries led to a significant collapse in export demand that materially affected these 
export dependent economies. For example, the PRC’s current account surplus declined by 32% to US$130 billion 
in the first six months of 2009 as the global downturn affected the nation’s exports. The region also witnessed a net 
portfolio capital outflow of US$70 billion in 2008 driven largely by risk aversion and carry-trade unwinding. 

In response to the external demand shock, many of these countries made major macroeconomic U-turns from 
fighting overheating to actively stimulating domestic investment and expand domestic demand. For the PRC, the 
central government announced� a 4-trillion-yuan (US$586 billion) stimulus package to restore rapid growth and 
prevent social instability resulting from retrenchment of millions of workers in its export-intensive coastal provinces. 
Additionally, the People’s Bank of China (the central bank) actively cut interest rates on several occasions to loosen 
the tight monetary conditions. 

With more than US$2 trillion in foreign reserve, a modest government debt of about 23% of GDP and national 
savings exceeding investments, the PRC Government has the financial means to pump-prime its slowing economy. 
Currently, consumption in China accounts for about 37% of its GDP. This contrasts with consumption accounting 
for about70% of GDP in the U.S. 

In an effort to engineer an increase in consumer confidence and convert it into purchasing power, the PRC 
government also recently announced major reform to the health and pension system. It will spend US$125 billion to 
build hospitals across China and expand medical insurance to cover 90% of China©s 1.4 billion people by 2011. The 
government has also announced a significant expansion of its pension program. These measures are in addition to 
other stimulus programmes announced by various provincial governments to support local industries and boost 
domestic demand. Therefore, the total stimulus package should have more than an even-chance of preventing a 
boom-bust scenario. 

For all the positive implications that these enormous spending programmes may have on the PRC economy, some 
reservations were recently expressed on the sustainability and the productivity of the current levels of investment. 
The PRC’s ratio of gross fixed capital formation to GDP is estimated in some quarters to be close to 50%. This 
perceivably high percentage outstrips similar ratios seen in Japan and South Korea at the height of their 
development phases. 

Confirmations of economic recovery in the US by the Federal Reserve recently have been well received by the 
equity markets globally. It is our view that the world economic activities should gather momentum in 2010. 

 

THE WAY FORWARD 

Our early adoption of a more prudent and risk-averse investment strategy at the onset of the financial crisis had 
enabled us to maintain a steady course amidst the largest financial storm that has hit the world since the 1930s. 

Initial results of the first two months of 2009/10 FY indicate that the operating environment had improved from the 
difficult and uncertain conditions that beset the world’s economies. Although uncertainties will continue to affect 
market sentiment, most economists are of the opinion that the worst phase of the economic downturn is over. 

In addressing the challenging and difficult operating conditions, your management will remain vigilant and adopt a 
more defensive investment posture for its trading portfolios. We had conducted a thorough review of our present 
operations in the light of a drastic change in the world’s economic conditions. The result of our review recommends 
that we focus our attention in deploying resources to support those part of our businesses that are not too 
susceptible to recessionary pressure (such as our investment in the marine resource and food business that are 
more defensive), and work on the delivery of the existing order book in the technology business. We will also seek 
to postpone our cash commitment to those ‘mezzanine’ projects that are still some time away from being cash flow 
positive and revenue generating. This will enable us to conserve cash and avoid untimely cash-burns in these times 
of contracting funding potential from both the capital markets and from the traditional banking sector. 
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CHAIRMAN’S STATEMENT (CONT’D) 

 

In line with our stated objective of separately listing our various businesses once they  enter the expansion phase, 
we are now in advanced-stage of preparing the necessary offer information document to list QMR on a recognized 
stock exchange. This follows the rapid growth of our “resource pillar” in our defined “Five Growth pillars” business 
strategy. We have experienced a strong and encouraging build-up in our order book for various seafood products 
since the beginning of 2009.   

We are advised by QMR that it is finalising negotiations with fund raisers in Australia and Hong Kong to assist it in 
raising about $7 million and listing of QMR on a recognised stock exchange. 

We are further advised by QMR that following negotiations in August 2009 with buying clients in Germany and 
Spain of QMR that demand for QMR’s products is expected to grow significantly in 2010. QMR believes its 
prospects are bright and hence the need to increase its funding to foster a more rapid growth in its order book. We 
have also been further advised by QMR that JiXiang has plans to achieve US$30 million export turnover for the 
next two years. The eventual listing will greatly assist our fund-raising possibilities to support QMR’s anticipated 
growth. 

QMR has advised us that it is evaluating the prospect of exporting sea cucumber to Japan, South Korea, Hong 
Kong and other overseas Chinese markets in its 2nd phase of expansion for 2010-11. As sea cucumber is one of 
highest price-margin delicacies for Chinese cuisines (the same is true for abalone), QMR is desirous of adding this 
product to its existing portfolio of quality and high price-margin products. 

JiXiang has also recently informed MCH that it has successfully been granted by the relevant authorities an Import 
Licence for food products into China. This Licence is valuable to JiXiang’s expansion plan to be a leading food 
company with a fuller range of food products both for export from China and import to China. 

During QMR’s recent marketing trip to Europe, preliminary contacts have been established with both pork and 
chicken processors in Spain and Germany with a view to import into China selected products from these 
established processors who are looking to break into the enormous PRC food market. A test order of one 40ft 
refrigerated container of mixed chicken parts was placed with a Spanish supplier for shipment and customs and 
health clearance formalities before JiXiang expands on its import volume. 

We also believe that Australia, being a major agricultural and food suppliers, will also be an  important source for 
products to be imported by JiXiang. In this regard, the Managing Director of Jixiang and our executive directors 
attending a food fair in Sydney in early September 2009. After visiting prospective clients and suppliers in both 
Sydney and Melbourne, we believe it is possible given our presence in the PRC to establish business channels with 
Australian exporters seeking partners or strategic alliances. With rising disposable income and the preference for 
imported branded food products in the PRC, the directors believe that our Group is in a favourable position to be 
the right “bridge” between Australia and the PRC in facilitating the development of an enhanced flow of food 
businesses. 

We are of the view that the acquisition of Jixiang by QMR is the right way forward for us to tap into the large and 
emerging consumer food markets in Hong Kong and in the PRC. Given the recently announced policy emphasis of 
the central government on expanding the disposable income of the rural population in the agricultural sector and 
the need to exploit� PRC’s vast marine resources, we are confident that the prospects of the food industry in the 
PRC are very promising indeed. 

We believe that digital convergence will be the final solution converging telecom services with “infotainment” 
programmes made possible by our technology. We await China Mobile’s completion of its 3G telecom 
infrastructural programmes and the launch of its 3G telecom services in the 38 new cities in the PRC. China Mobile 
has over 500 million subscribers on its present 2.5G GSM services. A commitment has been made by China Mobile 
to the Chinese Government that it aims to migrate 30 million subscribers to TD-SCDMA services in 2 years. 

If the economic recovery gains momentum in 2010, we are hopeful that our performance will mirror that recovery. 
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CHAIRMAN’S STATEMENT (CONT’D) 

 

APPRECIATION 

On behalf of the Board of Directors, I wish to record my sincere appreciation to our clients and shareholders for 
their long term support and to our employees for their commitment and dedication in our continued quest for better 
performance. 

 

 

Chiang Wee Tiong 

Chairman 
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CORPORATE GOVERNANCE STATEMENT 

The Board of Directors of Murchison Holdings Limited (“Company”) is committed to the implementation and 
maintenance of a comprehensive system of corporate governance over the Company and its controlled entities 
(“Group”) consistent with the size and nature of the Company. The Board recognizes its responsibilities to 
stakeholders to maximize value whilst maintaining a strong corporate governance, risk management and control 
framework. 

As a listed entity, the Company must comply with the Corporations Act 2001, the Australian Securities Exchange 
Listing Rules (ASX Listing Rules) and other laws. 

ASX Listing Rule 4.10.3 requires ASX listed companies to report on the extent to which they have followed the 
Principles of Good Governance and Best Practice Recommendations (“Recommendations”) released by the ASX 
Corporate Governance Council. 

The Recommendations encourage the Board to carefully consider the development and adoption of appropriate 
corporate governance policies and practices founded on the Recommendations. However, in view of the 
Company’s current size and extent and nature of its operations, full adoption is currently not beneficial, practical or 
cost effective for the Company. Consequently, the Board does not consider that full implementation of the 
Recommendations is presently justified or in the interests of shareholders. The Board will continue to work towards 
full adoption of the Recommendations in line with the growth and development of the Company in the years ahead. 

The purpose of this Corporate Governance Statement (”Statement”) is to outline the main corporate governance 
principles and practices of the Company subject to timely update by the company. The Statement identifies where
the Company is in compliance with the Governance Principles. It also highlights and explains any departures of the 
Company’s principles and practices from the Governance Principles. 

The Company’s charters, polices and codes in relation to corporate governance are available on the Company’s 
website (www.murchisongroup.com). 

 

ASX Principle 1 

Lay solid foundations for management and oversight 

Recommendations 1.1 

Establish the functions reserved to the Board and those delegated to senior executives and disclose those 
functions. 

The Board’s objective is to increase shareholder value within an appropriate framework that ensures the 
Company’s affairs are properly managed and controlled and sets the strategic business directions to be followed. 

 

The powers reserved to the Board include the following: 

� � formulating the strategic objectives of the Company and establishing goals designed to promote the 
achievement of those strategic objectives; 

� � reviewing and approving corporate strategies, budgets, plans and policies developed by management and 
evaluating performance of the Group against those strategies and business plans in order to: 

o monitor the performance of functions delegated to senior management including the progress of 
major capital expenditure, capital management, acquisitions, divestments, and strategic alliances 
and commitments, and 

o assess the suitability of the Company’s overall strategies, business plans and resource 
allocation; 

� � establishing and maintaining appropriate corporate governance, risk management and control systems; 

� � ensuring that effective audit, risk management and regulatory compliance programmes are implemented 
to protect the Group’s assets and shareholder value; 

� � reviewing and approving corporate governance policies; 

� � oversight of corporate governance matters pertaining to the Board; 

� � appointing and removing the Managing Director (“MD”); 

� � ratifying the appointment of the Chief Financial Officer (“CFO”) and the Company Secretary; 

� � reviewing Board and executive management succession planning; 

� � monitoring financial performance and business results (including the audit process) to understand at all 
times the financial position of the Group; 
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CORPORATE GOVERNANCE STATEMENT 
times the financial position of the Group; 

� � oversight of the Company’s continuous disclosure obligations including approving the Group’s statutory 
accounts and directors’ reports and the declarations of any dividends; 

� � reporting to shareholders and other stakeholders; 

� � capital management including issues, calls on, forfeiture of shares, declaration of dividend and share 
buybacks; 

� � membership and role of Board sub-committees; 

� � reviewing the performance of the Board and board committees; and 

� � implementing a culture of compliance with legal and ethical standards with the aim of achieving industry 
best practice. 

 

The Board has delegated to the MD and, under the MD’s leadership, executive management, the powers and 
authority necessary to implement the strategies approved by the Board and to manage the day to day business 
affairs of the Company. The MD is required to consult the Board on matters that are sensitive, extraordinary, of a 
strategic nature or are otherwise outside the MD’s delegated authority limits as specified by the Board from time to 
time. 

At the time of their appointment, non executive directors receive a formal letter of appointment which sets out key 
terms and conditions of their appointment, including expectations of attendance and preparation for all board 
meetings, appointment to other boards, the procedure for dealing with conflicts of interest, and the availability of 
independent professional advice. The service agreements of the MD and CFO formally outline their roles and 
responsibilities. 

Senior managers who are not Board Members have formal contracts with the Company which includes details of 
their role and job descriptions. 

 

Recommendation 1.2 

Disclose the process for evaluating the performance of senior managers 

All senior managers are subject to a performance appraisal and remuneration review annually. As noted in 
Recommendation 8.1, such reviews are undertaken by the MD in accordance with the Company’s performance 
based remuneration policy, details of which are set out in the Remuneration Report in the Directors’ Report. 

 

Recommendation 1.3 

Provide the information indicated in the Guide to reporting on Principle 1 

A performance evaluation for all senior managers took place during the reporting period. 

 

ASX Principle 2: 

Structure the Board to add value 

Recommendation 2.1 

A majority of the Board should be independent directors 

A Director is considered independent when he or she is independent of management (that is, non-executive), and 
free from any business or other relationship that could materially interfere with, or could be reasonably perceived to 
materially interfere with, the exercise of his or her unfettered and independent judgement. 

Materiality is considered on a case by case basis by reference to the director’s individual circumstances rather than 
general materiality thresholds. 

The Board has made its own assessment to determine the independence of each director on the Board. 

The Board comprises an executive chairman, Mr Wee Tiong Chiang, an executive director Mr Grant Anthony 
Robertson and a non-executive director Kim Chan Koh. 

 

 

 



MURCHISON HOLDINGS LIMITED AND CONTROLLED ENTITIES 

ABN 52 004 707 260  

 14 

CORPORATE GOVERNANCE STATEMENT 

The composition of the Board is based on the following factors: 

� � current size of the Company; 

� � nature and extent of operations; 

� � stage of its development; 

� � tenure of directors; 

� � interests associated with directors hold a majority of the Company’s issued securities; and 

� � limited trading in the Company’s securities. 

 

Notwithstanding the nature of the Board’s composition, the Board maintains protocols to ensure that any potential 
or actual conflicts of interest and duty are properly identified and managed, and to ensure directors act in 
accordance with their fiduciary responsibilities. 

The criteria for Board membership and the selection of appropriate members of the Board are determined by the 
Board itself. Election and rotation of directors is governed by the Company’s constitution. Shareholder approval is 
sought where appropriate. In determining the appointment and retirement of non-executive directors, a cross 
section of skills and experience is sought. 

The Company’s Constitution specifies, amongst other things, that no director except a MD shall retain office for a 
period in excess of 3 years without submitting himself for re-election. 

Details of the directors who are considered independent appear under Recommendation 2.6. The Company has 
not adopted the recommendation for a majority of the Board to be independent directors given the nature and 
extent of the Company’s operations, the fact that interests associated with directors hold a majority of the 
Company’s issued securities and that full adoption is currently not beneficial, practical or cost effective for the 
Company. This recommendation is inappropriate to the Company’s particular circumstances. 

 

Recommendation 2.2 

The chairman should be an independent director 

The Company has not adopted the recommendation given the nature and extent of the Company’s operations, the 
fact that interests associated with the Chairman hold a majority of the Company’s issued securities and that full 
adoption is currently not beneficial, practical or cost effective for the Company. This recommendation is 
inappropriate to the Company’s particular circumstances. 

 

Recommendation 2.3 

The roles of chairman and chief executive officer should not be exercised by the same individual 

The Company has not adopted the recommendation given the nature and extent of the Company’s operations, the 
fact that interests associated with the Chairman hold a majority of the Company’s issued securities and that full 
adoption is currently not beneficial, practical or cost effective for the Company. This recommendation is 
inappropriate to the Company’s particular circumstances. The Board of Directors has taken the view that at the 
present stage of development, it is in the best interests of the Company and its shareholders that Mr. Wee Tiong 
Chiang serves in both capacities as Chairman and CEO. This view departs from Recommendations 2.2 and 2.3. 

 

Recommendation 2.4 

The Board should establish a nominations committee 

The Company has not adopted this recommendation as the practices relating to the selection and appointment of 
directors, detailed within this statement, are an efficient means of meeting the needs of the Company, having 
regard to the relative size of the Company which is reflected in the Board structure and composition. 

The Board consists of 3 directors, one of whom is considered independent, and it is considered that the Company 
has the capacity to consider director nomination practices within the duly constituted meetings of the Board, and 
that the establishment of a formal committee structure would not add greater value to this process. The Company 
has not adopted this recommendation as it is inappropriate to its particular circumstances. 
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Recommendation 2.5 

Disclose the process for evaluating the performance of the Board, its committees and individual directors 

The performance of the Board and individual directors is considered on an informal, as needs basis. 

For the reasons set out herein there are no committees of the Board. 

All directors have direct access to the entire senior management team, including the company secretary, and are 
provided with information on a timely basis. 

 

Recommendation 2.6 

Provide information indicated in the Guide to reporting on Principle 2 

Skills, experience and expertise of directors 

Information relevant to the position of each director in office at the date of this report is set out in the Directors’ 
Report. 

 

Independent directors 

Kim Chan Koh is considered “independent” in terms of the recommendations, holding a nominal number of shares 
as set out in the Directors’ Report. The Board has not set a materiality threshold for determining “independence”. 
The independent director has not undertaken any employment with, nor acted as a principal of a material 
professional adviser or material consultant of; nor is a material supplier or customer of; nor has a material 
contractual relationship with; a member of the Group other than as a director. 

 

Independent professional advice 

Directors are able to seek reasonable independent professional advice, as appropriate, in the furtherance of their 
duties. Any such advice may be at the Company’s expense, subject to prior approval of the Board. 

 

Period of Office held by each director 

Information in relation to the period of office held by each director can be found in the Directors’ Report. 

 

Process of selection and appointment of directors 

Given the strength of service of directors, the Board does not consider it necessary to develop succession plans or 
procedures for the appointment and re-election of directors other than as set out in the Company’s Constitution. 

 

Performance evaluation 

A performance evaluation of the Board and directors did not take place in the relevant period for the reasons given 
under Recommendation 2.5. 

 

Departures from recommendations 

Any departure from Recommendation 2.1 to 2.6 is explained under the relevant Recommendation. 
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ASX Principle 3: 

Promote ethical and responsible decision-making 

Recommendation 3.1 

Establish a code of conduct and disclose the code or a summary of the code as to: 

� � the practices necessary to maintain confidence in the Company’s integrity; 

� � the practices necessary to take into account the Company’s legal obligations and the reasonable 
expectations of shareholders; and 

� � the responsibility and accountability of individuals for reporting and investigating reports of unethical 
practices 

 

As part of the Board’s commitment to the high standards of conduct, the Company has established operational 
protocols to deal with various issues including: 

� � conflicts of interest; 

� � employment practices; 

� � fair trading; 

� � health and safety; and 

� � relations with client, customers and suppliers. 

 

These are designed to: 

� � clarify the standards of ethical behavior required of the Board, senior managers and employees and 
encourage compliance with those standards; 

� � assist the Company to comply with its legal obligations and have regard to the reasonable expectations of 
shareholders. 

 

The recommendation to establish and publish formal code has not been adopted in view of the nature and extent of 
the Company operations, the long-standing tenure of directors and the close relationship with the senior 
management team. 

 

Recommendation 3.2 

Establish a policy concerning trading in company securities by directors, senior executives and employees, and 
disclose the policy or a summary of that policy. 

The Board has an informal policy to restrict directors and senior managers from acting on material information to 
trade in the Company’s securities until such information has been released to the market and adequate time has 
passed for it to be reflected in the price of those securities. 

Material information means information concerning the Company’s financial position, strategy or operations and 
any other information which a reasonable person might consider, if it were made public, would be likely to have a 
material impact on a decision to buy or sell the Company’s securities. 

The recommendation to publish details of the trading policy has not been adopted in view of the limited dealings 
undertaken by directors and senior managers in the Company’s securities and the fact that interests associated 
with the directors hold a majority of the Company’s issued securities. 

 

Recommendation 3.3: 

Provide the information indicated in the Guide to reporting on Principle 3 

Any departure from Recommendations 3.1 to 3.3 is explained under the relevant recommendations. 
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ASX Principle 4: 

Safeguard integrity in financial reporting 

Recommendation 4.1: 

Establish an audit committee 

The Board has not established an audit committee in view of the nature and extent of the Company’s operations, 
the long-standing tenure of directors, the close relationship with the senior management team, interests associated 
with the directors hold a majority of the issued securities of the Company and that ultimate responsibility for the 
integrity of the Company’s financial reporting rests with the full Board. 

 

Recommendation 4.2: 

The audit committee should be structured so that it: 

� � consists only of non-executive directors; 

� � consists of a majority of independent directors; 

� � is chaired by an independent chair, who is not chair of the board; and 

� � has at least three members. 

 

For the reasons set out in under Recommendation 4.1 the Board has not established an audit committee. 

 

Recommendations 4.3: 

The audit committee should have a formal charter 

The role and responsibilities of the Board include: 

� � oversee the existence and maintenance of internal controls and accounting systems; 

� � ensure the integrity of the financial reporting process; 

� � review the annual and half-yearly financial statements; 

� � oversee the independence of the external auditor; and 

� � ensure the existence of a process for identification and management of key business risks. 

 

The Board has rights of access to management, rights to seek explanations and additional information, and access 
to external auditors without management being present. 

The Board has not adopted the recommendations to establish a committee charter in view of the nature an extent 
of company operations, the experience of each member of the Board and close access to the executive team. 

 

Recommendation 4.4: 

Provide the information indicated in the guide to reporting on Principle 4 

For the reasons set out in under Recommendation 4.1 to 4.3 the Board has not established an audit committee or a 
formal charter or information on procedures for the selection and appointment of the external auditor, and the 
rotation of external audit engagement partners as these matters are dealt with informally. 

Any departure from Recommendation 4.1 to 4.4 is explained under the relevant Recommendation. 

 

ASX Principle 5: 

Make timely and balanced disclosure 

Recommendation 5.1: 

Establish written policies designed to ensure compliance with ASX Listing Rule disclosure requirements and to 
ensure accountability at a senior management level for that compliance and disclose those policies or a summary 
of those policies 
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The Managing Director has been nominated as the person responsible for communication with the Australian 
Securities Exchange (ASX). This role includes responsibility for ensuring compliance with the continuous disclosure 
requirement in the ASX listing rules and overseeing and coordinating information disclosure to the ASX and the 
public. 

The Managing Director and/or the Company Secretary jointly ensure that any proposed announcement is drafted in 
a timely manner, is factual, expressed in a clear and consistent manner and does not omit material information. 

Except for standard secretarial and procedural matters, all material announcements to the ASX are authorized by 
the Board. 

The Recommendation to establish and publish written policies regarding compliance with ASX Listing Rule 
disclosure requirements has not been adopted in view of the nature and extent of Company’s operations. 

 

Recommendation 5.2: 

Provide the information indicated in the Guide to reporting on Principle 5 

Any departure from Recommendation 5.1 and 5.2 is explained under Recommendation 5.1 above. 

 

ASX Principle 6: 

Respect the rights of shareholders 

Recommendation 6.1: 

Design a communications policy for promoting effective communication with shareholders and encouraging their 
participation at general meetings and disclose the policy or a summary of that policy 

The Recommendation to publish a communications policy has not been adopted in view of the nature and extent of 
Company’s operations. 

 

Recommendation 6.2: 

Provide information indicated in the Guide to reporting on Principle 6 

The Company aims to keep shareholders informed of its performance and all major developments in an ongoing 
manner. Information disclosed to the ASX is available by a link on the Company’s website. 

 

Additionally, information is communicated to shareholders through: 

� � the annual report which is distributed to all shareholders and is available on the Company’s website; 

� � the half annual report which is available on the Company’s website; and 

� � other correspondence regarding matters impacting on shareholders as required which is also available on 
the Company’s website. 

Any departure from Recommendations 6.1 and 6.2 is explained under Recommendation 6.1 above. 

 

ASX Principle 7: 

Recognize and manage risk 

Recommendation 7.1: 

Establish policies for the oversight and management of material business risks and disclose a summary of those 
policies 

The Board oversees the establishment, implementation, and annual review of the Company’s Risk Management 
System. The risk management system is established and implemented by the management of the Company. It 
consists of assessing, monitoring and managing operational, financial reporting and compliance risks for the Group. 
The MD and the CFO are required to declare, in writing to the Board, that the financial reporting, risk management 
and associated compliance and controls have been assessed and found to be operating efficiently and effectively. 
All risks assessments cover the entire financial year and the period up to the signing of the annual financial report 
for all material operations of the Group. 
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The Group’s risk management policies and procedures are aimed at ensuring risks are identified, assessed and 
appropriately managed. The Board reviews the status of the Group’s risk profile annually. Each business unit is 
responsible and accountable for implementing and managing the standards required. 

Major risks arise from such matters as project investment performance, interest rate and exchange rate 
movements, actions by competitors, counterparty risk, system risk, regulatory and policy changes by government, 
financial reporting and the purchase, development and application of information technology systems. 

The Group strives to ensure that its services and products are of a high standard. The Board is responsible for the 
internal control framework, but recognizes that no cost-effective internal control system will preclude all human 
errors and irregularities. The Board’s policy on internal control comprises the Company’s internal compliance and 
control systems, including: 

� � operating unit controls – operating units confirm compliance with financial controls and procedures 
including information systems controls; 

� � functional specialty reporting- key areas subject to regular reporting to the Board include finance, 
operations and regulatory and compliance matters; 

� � Investment appraisal – guidelines for capital expenditure include annual budgets, detailed appraisal and 
review procedures, levels of authority, and due diligence requirements where businesses are being 
acquired or divested. 

 

Comprehensive practices have been established to ensure: 

� � strict compliance with all financial services regulations; 

� � financial exposures are controlled. Further details of the Company’s policies relating to interest rate 
management, foreign exchange rate management and credit risk management are included in the 
financial statements; 

� � business transactions are properly authorized and executed; 

� � the quality and integrity of personnel; 

� � financial reporting accuracy and compliance with financial regulatory framework; and 

� � environmental regulation compliance. 

 

Given the size, nature and stage of business development of the Group, the Board does not consider it necessary 
to establish an internal audit function. The Group has a number of alternative policies in place in relation to 
independent oversight of compliance with financial services legislation, such as the annual reporting to the financial 
supervisory and regulatory authorities by its statutory auditors for its Hong Kong regulated financial services 
business. 

 

Recommendation 7.2: 

Require management to design and implement the risk management and internal control system to manage the 
company’s material business risks and report to it on whether those risks are being managed effectively. Disclose 
that management has reported to the board as to the effectiveness of the company’s management of its material 
business risks 

We refer to Recommendation 7.1 above. 

 

Recommendation 7.3: 

Disclose whether the board has received assurance from the chief executive (or equivalent) and the chief financial 
officer (or equivalent) that the declaration provided in accordance with section 295A of the Corporations Act is 
founded on a sound system of risk management and internal control and that the system is operating effectively in 
all material respects in relation to financial reporting risks. 

The Board has received the declaration in accordance with section 295A of the Corporation Act and has had an 
opportunity to question whether the declaration is founded on a system of risk management and internal control 
and that the system is operating effectively in all material respects in relation to financial reporting risks. 
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Recommendation 7.4: 

Provide the information included in the Guide to reporting on Principle 7 

Any departure from Recommendations 7.1 to 7.4 is explained under the relevant Recommendation. 

 

ASX Principle 8 

Remunerate fairly and responsibly 

Recommendation 8.1: 

Establish a remuneration committee 

 

The Board has not established a remuneration committee in view of the nature and extent of the Company’s 
operations, the long-standing tenure of directors, the close relationship with the senior management team, interests 
associated with the directors hold a majority of the issued securities of the Company and that ultimate responsibility 
for the Company’s remuneration policy rests with the full Board.  

 

The role and responsibilities of the Board includes the review and adoption (with or without amendment) of the 
Managing Director’s recommendation concerning:: 

� � appropriate remuneration policy for directors and senior managers; 

� � the performance reviews of senior managers; and 

� � the remuneration and employment terms of senior managers in accordance with the adopted 
remuneration policy. 

 

Remuneration for non-executive directors is determined by the full Board and is subject to shareholder approval 
(where required). 

The Board considers that the skills, experience and expertise of its members are entirely suited to the effective 
discharge of Recommendation 8.1. 

For the reasons set out herein the Board does not have a remuneration committee and consequently does not 
have a committee charter. 

 

Recommendation 8.2: 

Clearly distinguish the structure of non-executive directors’ remuneration from that of directors and senior 
managers 

The Company’s remuneration policy for senior managers and non-executive directors is set out in the 
Remuneration Report. 

 

Recommendation 8.3 

Provide the information indicated in the Guide to reporting on Principle 8 

For the reasons set out herein the Board does not have a remuneration committee and consequently does not 
have a committee charter. 

There is no scheme for retirement benefit for non-executive directors. 

The Company has not published a summary of its policy on prohibiting entering into transactions in associated 
products which limit the economic risk of participating in unvested entitlements under any equity-based 
remuneration scheme as the directors consider that such a policy is inappropriate to the Company’s particular 
circumstances. 

 

Any departure from Recommendation 8.1 to 8.3 is explained under the relevant Recommendations. 
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DIRECTORS’ REPORT 

Your directors present their report, together with the financial statements of the group, being the company and its 
controlled entities, for the financial year ended 30 June 2009. 

Directors 

The names of directors in office at any time during or since the end of the year are: 

Mr. Wee Tiong Chiang 

Mr. Grant Anthony Robertson 

Dr.  Kim Chan Koh 

Directors have been in office since the start of the financial year to the date of this report unless otherwise stated. 

Company Secretary 

The following person held the position of company secretary at the end of the financial year: 

 Mr. Grant Anthony Robertson holds the office of company secretary position since 1991. Qualification and 
experience of Mr. Grant Anthony Robertson is included under information on directors. 

Principal Activities 

The principal activities of the consolidated group during the financial year were: 

— Investments 

Investments in marketable securities. 

— Stockbroking 

Provision of share trading services to clients. 

— Venture Capital Investment 

Mezzanine investments in companies suitable for eventual floatation on recognised Stock Exchanges. 

— Sourcing and Distribution 

Provision of sourcing and distribution of consumer electronic products. 

— Telecom business 

provision of communication services to clients. 

There were no significant changes in the nature of the economic entity’s principal activities during the financial year. 

Operating Results 

The consolidated profit of the consolidated group after providing for income tax and eliminating minority equity 
interests amounted to $1,910,108. 

Dividends Paid or Recommended 

No dividends paid or declared during the year. 

Review of Operations 

Murchison Holdings Limited and its controlled entities continued to implement its “Five Pillars of Growth” strategy in 
the year under review. In the midst of uncertainties brought about by the global financial crisis, our adoption of the   
strategy has enabled us to quarantine risk fallout in some of our businesses without infecting our entire corporate 
whole. Overall operating performance was satisfactory despite poorer prevailing conditions. The consolidated 
profits from ordinary activities after eliminating outside equity interests amount to $1,910,108 (2008: $1,566,819). 

Our subsidiary, Quest Investments Limited, continued to perform satisfactorily despite challenging market 
conditions. Our real estate venture in Zhongshan, China has entered into a new phase of development following 
the approval of new building plans by the relevant authorities. Our new investment in marine resources business 
through the takeover of a PRC-based processing company is expected to contribute positively to our income 
generation for the future years. Active steps are being taken to separately list this new subsidiary on a recognized 
stock exchange. 
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Financial Position 

The net assets of the consolidated group have increased by $4.9 million from 30 June 2008 to $27,019,134 in 
2009. This increase has largely resulted from the acquisition of Dalian Jixiang Food Co. Limited, a wholly owned 
subsidiary of Quest Marine Resources Limited during the financial year end. 

The consolidated group has enabled to maintain a healthy working capital ratio.  

The directors believe the group is in a strong and stable financial position to expand and grow its current 
operations. 

Significant Changes in State of Affairs 

There is no significant changes in the state of affairs of the parent entity occurred during the financial year. 

After Balance Date Events 

No event after the balance sheet date has to be disclosed. 

Future Developments, Prospects and Business Strategies 

Quest Marine Resources Limited (“QMR”)is finalizing negotiations with fund raisers in Australia and Hong Kong to 
assist it in raising about $7 million and listing of QMR on a recognised stock exchange. 

We are further advised by QMR that following negotiations in August 2009 with buying clients in Germany and 
Spain of QMR that demand for QMR’s products is expected to grow significantly in 2010. QMR believes its 
prospects are bright and hence the need to increase its funding to foster a more rapid growth in its order book. We 
are further advised by QMR that JiXiang has plans to achieve US$30 million export turnover for the next two years. 
The eventual listing will greatly assist our fund-raising possibilities to support QMR’s anticipated growth. 

QMR has advised us that it is evaluating the prospect of exporting sea cucumber from China to Japan, South 
Korea, Hong Kong, and other overseas Chinese markets in its 2nd phase of expansion for 2010-11. As sea 
cucumber is one of highest price-margin delicacies for Chinese cuisines (the same is true for abalone), QMR is 
desirous of adding this product to its existing portfolio of quality and high price-margin products. 

JiXiang has also recently informed MCH that it has successfully been granted by the relevant authorities an Import 
Licence for food products into China. This Licence is valuable to JiXiang’s expansion plan to be a leading food 
company with a fuller range of food products both for export from China and import to China. 

During QMR’s recent marketing trip to Europe, preliminary contacts have been established with both pork and 
chicken processors in Spain and Germany with a view to import into China selected products from these 
established processors who are looking to break into the enormous PRC food market. A test order of one 40ft 
refrigerated container of mixed chicken parts was placed with a Spanish supplier for shipment and customs and 
health clearance formalities before JiXiang expands on its import volume. 

We also believe that Australia, being a major agriculture and food suppliers, will also be an important source for 
products to be imported by JiXiang. In that regard, the Managing Director of Jixiang and QST’s executive directors 
will be attending a food exhibition in Sydney in September 2009 with a view to establishing business channels with 
Australian cattle, sheep, pork and poultry exporters seeking partners or strategic alliances in the PRC. With rising 
disposable incomes and the preference for imported branded food products in the PRC, QMR believes that it is in 
well positioned to be a “bridge” between Australia and the PRC in facilitating the development of an enhanced flow 
of food businesses. 

We are of the view that the acquisition of Jixiang by QMR is the right way forward for MCH to tap into the large and 
emerging consumer food markets in Hong Kong and in the PRC. Given the recently announced policy emphasis of 
the central government on expanding the disposable income of the rural population in the agricultural sector, and 
the need to exploit PRC’s hitherto untapped and vast marine resources, we are confident that the prospects of the 
food industry in the PRC are very promising indeed. 

We have also decided to deploy more of our resources in support of our “Technology Pillar”. CEDT has advised us 
that it has reached a preliminary understanding with a major telecommunications company in the PRC to jointly 
market our TCN230 high speed WiFi internet access USB device (TD-HSPDA) nationwide. CEDT intends to embed 
the TCN230 into its newly developed netbook computer for co-branding exercise with this telecom partner. We are 
cautiously optimistic that the final netbook computer with the embedded 3G telecom capability will be the first such 
product globally. 
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We believe that digital convergence will be the final solution converging telecom services with “infotainment” 
programmes made possible by CEDT’s technology. We await China Mobile’s completion of its 3G telecom 
infrastructural programmes and the launch of its 3G telecom services in the 38 new cities in the PRC. China Mobile 
has over 500 million subscribers on its present 2.5G GSM services. A commitment has been made by China Mobile 
to the Chinese Government that it aims to migrate 30 million subscribers to TD-SCDMA services in 2 years. 

If the economic recovery gains momentum in 2010, we are hopeful that our performance will benefit from that 
recovery. 

Environmental Issues 

The consolidated group’s operations are not subject to significant environmental regulation under the law of the 
Commonwealth or of a State or Territory.  

Information on Directors 

Wee Tiong Chiang  Chairman 

Qualifications  BSc (Hons) , MBA 

Experience  Appointed Chairman and Board member since 1991. Mr Chiang has 
considerable experience in investment, banking and asset management 
gained in Singapore, Hong Kong, and in the PRC. 

Interest in Shares and Options  426,074 Ordinary Shares in Murchison Holdings Limited and options to 
acquire a further 500,000 ordinary shares 

Special Responsibilities  Mr Chiang is also the Senior Economic advisor to The People’s 
Government of Nan’an District, Chongqing City, PRC. 

Directorships held in other listed 
entities 

 Current Director and Chairman of Quest Investments Limited since 1991 

Grant Anthony Robertson  Director (Executive) 

Qualifications  B.Ec. LLB., CPA 

Experience  Board member since 1991. Mr Robertson was a lawyer and general 
counsel of Dibbs Abbott Stillman, and has considerable experience in 
property development, corporate and taxation matters. 

Interest in Shares and Options  69,334 Ordinary shares of Murchison Holdings Limited and options to 
acquire a further 381,666 ordinary shares. 

Directorships held in other listed 
entities 

 Current director of Quest Investments Limited since 1991. 

Kim Chan Koh  Director (Non-executive) 

Qualifications  MBBS, MRCO, MRACP, DIH 

Experience  Board member since 2001, Dr Koh is a retired medical practitioner 
specialising in aviation medicine. 

Interest in Shares and Options  908 ordinary shares of Murchison Holdings Limited and options to 
acquire a further 120,643 ordinary shares. 

Directorships held in other listed 
entities 

 Current director of Quest Investments Limited since 2001. 

REMUNERATION REPORT 

This report details the nature and amount of remuneration for each key management of Murchison Holdings 
Limited, and for the executives receiving the highest remuneration. 

Remuneration policy  

The remuneration policy of Murchison Holdings Limited has been designed to align key management personnel 
objectives with shareholder and business objectives by providing a fixed remuneration component and offering 
specific long-term incentives based on key performance areas affecting the consolidated group’s financial results. 
The board of Murchison Holdings Limited believes the remuneration policy to be appropriate and effective in its 
ability to attract and retain the best key management personnel to run and manage the consolidated group, as well 
as create goal congruence between directors, executives and shareholders.  
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The board’s policy for determining the nature and amount of remuneration for key management personnel of the 
consolidated group is as follows: 

• The remuneration policy, setting the terms and conditions for the key management personnel, was 
developed by the remuneration committee and approved by the board. 

• All key management personnel receive a base salary (which is based on factors such as length of service 
and experience), superannuation, options and performance incentives. 

• The remuneration committee reviews key management personnel packages annually by reference to the 
consolidated group’s performance, executive performance and comparable information from industry 
sectors. 

The performance of key management personnel is measured against criteria agreed bi-annually with each 
executive and is based predominantly on the forecast growth of the consolidated group’s profits and shareholders’ 
value. All bonuses and incentives must be linked to predetermined performance criteria. The board may, however, 
exercise its discretion in relation to approving incentives, options and can recommend changes to the committee’s 
recommendations. Any changes must be justified by reference to measurable performance criteria. The policy is 
designed to attract the highest calibre of executives and reward them for performance that results in long-term 
growth in shareholder wealth. 

Key management personnel are also entitled to participate in the employee share and option arrangements. 

The key management personnel receive a Mandatory Provident Funds (MPF) contribution required by the Hong 
Kong government, which is currently  5%, and do not receive any other retirement benefits. Some individuals, 
however, have chosen to sacrifice part of their salary to increase payments towards MPF. 

All remuneration paid to key management personnel is valued at the cost to the company and expensed. Shares 
given to key management personnel are valued as the difference between the market price of those shares and the 
amount paid by the key management personnel. Options are valued using the Black-Scholes methodology. 

The board policy is to remunerate non-executive directors at market rates for time, commitment and 
responsibilities. The remuneration committee determines payments to the non-executive directors and reviews their 
remuneration annually, based on market practice, duties and accountability. Independent external advice is sought 
when required. The maximum aggregate amount of fees that can be paid to non-executive directors is subject to 
approval by shareholders at the Annual General Meeting. Fees for non-executive directors are not linked to the 
performance of the consolidated group. However, to align directors’ interests with shareholder interests, the 
directors are encouraged to hold shares in the company and are able to participate in the employee option plan. 

Performance-based remuneration 

As part of each number of the key management personnel’s remuneration package there is a performance-based 
component, consisting of key performance indicators (KPIs). The intention of this program is to facilitate goal 
congruence between key management personnel with that of the business and shareholders. The KPIs are set 
annually, with a certain level of consultation with key management personnel to ensure buy-in. The measures are 
specifically tailored to the areas each key management personnel is involved in and has a level of control over. The 
KPIs target areas the board believes hold greater potential for group expansion and profit, covering financial and 
non-financial as well as short- and long-term goals. The level set for each KPI is based on budgeted figures for the 
group and respective industry standards. 

Performance in relation to the KPIs is assessed annually. Following the assessment, the KPIs are reviewed by the 
remuneration committee in light of the desired and actual outcomes, and their efficiency is assessed in relation to 
the group’s goals and shareholder wealth, before the KPIs are set for the following year. 

In determining whether or not a KPI has been achieved, Murchison Holdings Limited bases the assessment on 
audited figures. 
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Company performance, shareholder wealth and director and executive remuneration 

The remuneration policy has been tailored to increase goal congruence between shareholders, directors and 
executives. To achieve this aim via the issue of options to the majority of directors and executives to encourage the 
alignment of personal and shareholder interests. The company believes this policy to have been effective in 
increasing shareholder wealth over the past two years. 

The following table shows the gross revenue, profits and dividends for the last five years for the listed entity, as well 
as the share price at the end of the respective financial years. Analysis of the actual figures shows an increase in 
profits each year. The improvement in the company’s performance over the last three years has been reflected in 
the company’s share price with an increase each year. The board is of the opinion that these results can be 
attributed in part to the previously described remuneration policy and is satisfied that this continued improvement 
has lead to increased shareholder wealth over the past four years. 

     $,000 2005 2006 2007 2008 2009 

Revenue 9,247         5,814 8,577 10,915 5,435 

Net Profit  599  1,147   346   1,566 1,910 

During the year there was a voluntary share buy-back. The directors felt this was an appropriate investment of 
excess cash as it was thought the company share price was undervalued. The buy back offer were announced on 
21 February 2008 and 13 March 2009. The buy back is based on market value. The buy back price offer during the 
year ranging from $0.52 to $1.80. 

The directors felt the share price was not as stable as was expected during the year, reaching a low of $0.52 and a 
high of $1.80. It is a concern of the board and also executives as greater fluctuations may lead to a further 
devaluation of the share price, and thus shareholder wealth. The board has decided to increase and maintain 
promotional activity amongst analysts so as to increase investor awareness of the company and to stabilise the 
company’s share price in line with a consistent and stable financial position. 

Key Management Personnel Remuneration Policy 

The board’s policy for determining the nature and amount of remuneration of key management for the group is as 
follows: 

The remuneration structure for key management personnel is based on a number of factors, including length of 
service, particular experience of the individual concerned, and overall performance of the company. The contracts 
for service between the company and key management personnel are on a continuing basis, the terms of which are 
not expected to change in the immediate future. Any options not exercised before or on the date of termination 
lapse. 

The remuneration committee determines the proportion of fixed and variable compensation for each key 
management personnel. Refer below. Note 5. 
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Key Management Personnel Remuneration 

2009      

Key Management Personnel Short-term Benefits  

 Salary and 
Fees 

Superannuation 
Contribution 

Equity 
Options 

Non-Cash 
Benefits 

Total 

 

 $’000 $’000 $’000 $’000 $’000 

Directors      

Wee Tiong Chiang 300 10 - - 310 

Grant Anthony Robertson 106 7 - - 113 

Kim Chan Koh 25 - - - 25 

 431 17 - - 448 

Executives 

Jason Chiu 

 

77 

 

3 

 

- 

 

- 

 

80 

Sharon Tan 46 3 - - 49 

Brian Wong 55 2 - - 57 

Wendy Cheung 56 3 - - 59 

Anna Tsui 39 2 - - 41 

Carol Rudico 39 2 - - 41 

      

 312 15 - - 327 

 
Options issued as part of remuneration for the year ended 30 June 2009 

Options are issued to directors and executives as part of their remuneration. During the year, no options are issued 
to directors and executive of Murchison Holdings Limited. 
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Options Granted as Remuneration 

 Vested No Granted 
No. 

Grant Date Value per 
Option at 
Grant Date 
$ 

Exercise 
Price 
$ 

First 
Exercise 
Date 

Last 
Exercise 
Date 

Key Management Personnel        

Directors        

Wee Tiong Chiang 250,000 250,000 30/11/2007 0.425 1.02 1/12/2007 NA 

Grant Anthony Robertson 150,000 150,000 30/11/2007 0.425 1.02 1/12/2007 NA 

Kim Chan Koh 50,000 50,000 30/11/2007 0.425 1.02 1/12/2007 NA 

Executives        

Jason Chiu 50,000 50,000 24/1/2008 0.425 1.02 1/2/2008 31/1/2012 

Sharon Tan 100,000 100,000 24/1/2008 0.425 1.02 1/2/2008 31/1/2012 

Brian Wong 50,000 50,000 24/1/2008 0.425 1.02 1/2/2008 31/1/2012 

Wendy Cheung 50,000 50,000 24/1/2008 0.425 1.02 1/2/2008 31/1/2012 

Anna Tsui 40,000 40,000 24/1/2008 0.425 1.02 1/2/2008 31/1/2012 

Carol Rudico 40,000 40,000 24/1/2008 0.425 1.02 1/2/2008 31/1/2012 

 780,000 780,000      

        

All options vest within 4 years of grant date and expire within 4 years. Options are granted to key management 
personnel with more than one year’s full-time service. 

Exercise price equals the market price at date of the grant. 

The service and performance criteria set to determine remuneration are included in this remunerated report. All 
options were granted for nil consideration. 

 

 
  

No. of ordinary 
shares issued 

Amount paid 
per share 

Amount unpaid 
per share 

Key Management Personnel      

Directors      

Wee Tiong Chiang   51,000 1.02 - 

Grant Anthony Robertson   28,334 1.02 - 

Kim Chan Koh   30,265 1.02 - 

Executives      

Jason Chiu   20,000 1.02 - 

Sharon Tan   - - - 

Brian Wong   - - - 

Wendy Cheung   40,000 1.02 - 

Anna Tsui   25,000 1.02 - 

Carol Rudico   18,639 1.02 - 
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Shares Issued on Exercised of Compensation Options 

 

 Options 
Granted as 

Part of 
Remuneration 

$’000 

Total 
Remuneration 
Represented 
by Options 

% 

Options 
Exercised 

$’000 

Options 
Lapsed 
($’000) 

Total 
$’000 

Directors      

Wee Tiong Chiang - - - - - 

Grant Anthony Robertson - - - - - 

Kim Chan Koh - - - - - 

Executives      

Jason Chiu 

Edward Ho 

Sharon Tan 

Wendy Cheung 

Anna Tsui 

Carol Rudico 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

 - - - - - 

 

MEETINGS OF DIRECTORS 

During the financial year, six meetings of directors were held. Attendances by each director during the year were as 
follows: 

   

 Committee Meetings  

 Directors’ Meetings  

 Number eligible to attend Number attended   

Wee Tiong Chiang 6 6   

Grant Anthony Robertson 6 6   

Kim Chan Koh 6 6   

 

INDEMNIFYING OFFICERS OR AUDITOR 

During or since the end of the financial year the company has agreed to pay insurance premiums as follows: 

The company has paid premiums to insure each of the following directors against liabilities for costs and expenses 
incurred by them in defending any legal proceedings arising out of their conduct while acting in the capacity of 
director of the company, other than conduct involving a wilful breach of duty in relation to the company. The amount 
of the premium was $22,500. 

 Wee Tiong Chiang 

 Grant Anthony Robertson 

 Kim Chan Koh 

 

 

 

 



MURCHISON HOLDINGS LIMITED AND CONTROLLED ENTITIES 

ABN 52 004 707 260  

 29 

DIRECTORS’ REPORT 

Options 

At the date of this report, the unissued ordinary shares of Murchison Holdings Limited under Employee Option Plan 
are as follows: 

Grant Date Date of Expiry Exercise Price Number under Options 

1/12/2004 30/11/2008 $1.00 302,538 

24/1/2008 31/12/2012 $1.02 565,566 

30/6/2009  lapsed (288,779) 

   579,325 

 

During the year ended 30 June 2009, no share was issued on the exercise of options granted. 

No person entitled to exercise the option had or has any right by virtue of the option to participate in any shares 
issue of any other body corporate. 

Proceedings on behalf of Company 

No person has applied for leave of Court to bring proceedings on behalf of the company or intervene in any 
proceedings to which the company is a party for the purpose of taking responsibility on behalf of the company for all 
or any part of those proceedings. 

The company was not a party to any such proceeding during the year. 

Non-audit Services 

There is no non-audit services provided by the auditors during the financial year. 

Auditor’s Independence Declaration 

The lead auditor’s independence declaration for the year ended 30 June 2009 has been received and can be found 
on page 30 of the directors’ report. 

Rounding of Amounts 

The company is an entity to which ASIC Class Order 98/100 applies and, accordingly, amounts in the financial 
statements and directors’ report have been rounded to the nearest thousand dollars. 

Signed in accordance with a resolution of the Board of Directors. 

 

 

 

 

Wee Tiong Chiang 

Director 

Dated this 30th September 2009 
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INCOME STATEMENT FOR YEAR ENDED 30 JUNE 2009 
 Note Consolidated Group Parent Entity 

  2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

Revenue 2 5,435 10,915 272 3,031 

Other income 2 3,637 1,102 302 2 

Gain on acquisition of subsidiary  - 1,985 - - 

Gain/ (Loss) on disposal of an 
associated company 

 (14) - - - 

Excess of investor’s share of net value 
on acquisition 

3 3,561 - - - 

  12,619 14,002 574 3,033 

Cost of sales 3 (5,584) (8,275) (278) (1,009) 

Finance costs 3 (121) (141) (57) (81) 

Employee benefits expense  (1,490) (1,046) (220) (107) 

Depreciation and amortisation 
expense 

 (21) (18) - - 

Other operating expenses  (2,160) (2,415) (486) (1,021) 

Share of net Profit / (Loss) of 
associates and joint ventures 

 31 (45) - - 

Profit / (Loss) before income tax 
expenses 

 3,274 2,062 (467) 815 

Income tax expenses 4 - - - - 

Profit / (Loss) for the year  3,274 2,062 (467) 815 

Profit / (Loss) attributable to minority 
equity interest 

 (1,364) (496) - - 

Profit / (Loss) attributable to members 
of the parent entity 

 1,910 1,566 (467) 815 

Overall Operations      

Basic earnings per share (cents per 
share) 

8 9.67 11.15   

Diluted earnings per share (cents per 
share) 

8 8.81 6.31   

      

The accompanying notes form part of these financial statements. 
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 Note Consolidated Group Parent Entity 

  
2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

ASSETS      

CURRENT ASSETS      

Cash and cash equivalents 9 456 1,991 1 33 

Trade and other receivables 10 10,281 6,633 1,696 1,010 

Financial assets 12 418 966 40 89 

Other current assets 15 10 8 - - 

TOTAL CURRENT ASSETS  11,165 9,598 1,737 1,132 

NON-CURRENT ASSETS      

Investments accounted for using the 
equity method 11 4,110 827 - - 

Financial assets 12 7,930 7,566 17,562 17,049 

Plant and equipment 14 53 54 - - 

Trade and other receivables 10 8,283 8,195 10,896 11,112 

Other non-current assets 15 121 102 - - 

TOTAL NON-CURRENT ASSETS  20,497 16,744 28,458 28,161 

TOTAL ASSETS  31,662 26,342 30,195 29,293 

CURRENT LIABILITIES      

Trade and other payables 16 3,394 1,836 4,501 4,054 

Financial Liabilities 17 1,249 2,418 1,011 1,000 

TOTAL CURRENT LIABILITIES  4,643 4,254 5,512 5,054 

TOTAL LIABILITIES  4,643 4,254 5,512 5,054 

NET ASSETS  27,019 22,088 24,683 24,239 

EQUITY      

Issued capital 18 21,447 20,508 21,447 20,508 

Reserves 19 1,060 229 360 416 

Retained earnings / (Accumulated 
losses)  (521) (2,431) 2,876 3,315 

Parent interest  21,986 18,306 24,683 24,239 

Minority equity interest  5,033 3,782 - - 

TOTAL EQUITY  27,019 22,088 24,683 24,239 

 

The accompanying notes form part of these financial statements. 
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Consolidated Group   

 Note  

  Ordinary  

Share 

Reserves Minority 

Equity 

Interest 

Retained 

earnings / 

(Accumulated 

Losses) 

   Capital 
Profits 

Share 
option 

Foreign 
Currency 

Translation 

  

  $000 $000 $000 $000 $000 $000 

Balance at 1 July 2007  11,171 265 408 48 5,888 (3,997) 

Profit attributable to members of parent 
entity 

 - - - - (2,810) 2,062 

Profit attributable to minority shareholders  - - - -    496 (496) 

Transfer to and from reserve       80 - (80) - - - 

Shares issued during the year  9,257 - - - - - 

Net exchange difference on translation of 
foreign controlled entities  

 - - - (520)    208 - 

Transfer from Share option issued  - - 108 - - - 

Balance at 30 June 2008  20,508 265 436 (472) 3,782 (2,431) 

Profit attributable to members of parent 
entity 

 - - 118 - (113) 3,274 

Profit attributable to minority shareholders  - - - - 1,364 (1,364) 

Shares issued during the year  1,423 - - - - - 

Shares bought back during the year  (484) - - - - - 

Net exchange difference on translation of 
foreign controlled entities  

 - - - 713 - - 

Balance at 30 June 2009  21,447 265 554 241 5,033 (521) 

   

The accompanying notes form part of these financial statements. 
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Parent Entity   

 Note  

  Ordinary  

Share 

Reserves Retained 

earnings / 

(Accumulated 

Losses) 

 

   Capital 
Profits 

Share option   

  $000 $000 $000 $000  

Balance at 1 July 2007  11,171 38 350 2,500  

Profit attributable to member of parent 
entity 

 - - - 815  

Transfer to and from share capital   80 - (80) -  

Shares issued during the year  9,257 - - -  

Share option issued  - - 108 -  

Balance at 30 June 2008  20,508 38 378 3,315  

Profit attributable to members of parent 
entity 

 - - - (467)  

Transfer to and from reserve  - - (56) 28  

Shares issued during the year  1,423 - - -  

Shares bought back during the year  (484) - - -  

Balance at 30 June 2009  21,447 38 322 2,876  

       

The accompanying notes form part of these financial statements. 
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CASH FLOW STATEMENT FOR YEAR ENDED 30 JUNE 2009 
    

  Consolidated Group Parent Entity 

 Note 2009 

$000 

2008 

$000 

2009 

$000 

2008 

$000 

      

CASH FLOWS FROM OPERATING 
ACTIVITIES 

     

Receipts from customers  8,874 12,152 (598) 840 

Payments to suppliers and employees  (8,578) (15,196) (780) (2,153) 

Interest received  63 45 19 2 

Finance costs  (121) (141) (58) (81) 

Dividend received  12 12 - - 

Net cash provided by (used in) 
operating activities 

 

22a 

             

250 

 

(3,128) 

 

(1,417) 

 

(1,392) 

      

CASH FLOWS FROM INVESTING 
ACTIVITIES 

     

      

Purchase of fixed assets   (20) (55) - - 

Purchase of investments  - (1,576) - - 

Net cash provided by (used in) 
investing activities  

  

(20) 

 

(1,631) 

 

- 

 

- 

      

CASH FLOWS FROM FINANCING 
ACTIVITIES 

     

Repayment of related companies loan  (2,366) 977 460 (2,282) 

Proceeds from issue of shares  1,423 3,787 1,423 3,787 

Share buy-back payment  (484) - (484) - 

Net cash provided by (used in) 
financing activities 

  

(1,427) 

 

4,764 

 

1,399 

 

1,505 

      

Net increase/ (decrease) in cash held  (1,197) 5 (18) 33 

Cash at beginning of financial year  (427) 60 (967) (1,000) 

Effect of exchange rates on cash 
holdings in foreign currencies 

  

831 

 

(492) 

 

(26) 

 

- 

Cash at end of financial year 9 (793) (427) (1,011) (967) 

 

The accompanying notes form part of these financial statements. 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 
NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES 

This financial report includes the consolidated financial statements and notes of Murchison Holdings Limited and 
controlled entities (‘Consolidated Group’ or ‘Group’), and the separate financial statements and notes of Murchison 
Holdings Limited as an individual parent entity (‘Parent Entity’). 

Basis of Preparation 

The financial report is a general purpose financial report that has been prepared in accordance with Australian 
Accounting Standards, Australian Accounting Interpretations, other authoritative pronouncements of the Australian 
Accounting Standards Board and the Corporations Act 2001. 

Australian Accounting Standards set out accounting policies that the AASB has concluded would result in a 
financial report containing relevant and reliable information about transactions, events and conditions to which they 
apply. Compliance with Australian Accounting Standards ensures that the financial statements and notes also 
comply with International Financial Reporting Standards.  Material accounting policies adopted in the preparation of 
this financial report are presented below. They have been consistently applied unless otherwise stated. 

The financial report has been prepared on an accruals basis and is based on historical costs, modified, where 
applicable, by the measurement at fair value of selected non-current assets, financial assets and financial liabilities. 

(a.) Principles of Consolidation 

 A controlled entity is any entity over which Murchison Holdings Limited has the power to govern the financial 
and operating policies so as to obtain benefits from its activities.  In assessing the power to govern, the 
existence and effect of holdings of actual and potential voting rights are considered. 

 A list of controlled entities is contained in Note 13 to the financial statements. 

 As at reporting date, the assets and liabilities of all controlled entities have been incorporated into the 
consolidated financial statements as well as their results for the year then ended.  Where controlled entities 
have entered (left) the consolidated group during the year, their operating results have been included 
(excluded) from the date control was obtained (ceased). 

 All inter-group balances and transactions between entities in the consolidated group, including any 
unrealised profits or losses, have been eliminated on consolidation. Accounting policies of subsidiaries have 
been changed where necessary to ensure consistency with those adopted by the parent entity. 

 Minority interests, being that portion of the profit or loss and net assets of subsidiaries attributable to equity 
interests held by persons outside the group, are shown separately within the Equity section of the 
consolidated Balance Sheet and in the consolidated Income Statement. 

 Business Combinations 

 Business combinations occur where control over another business is obtained and results in the 
consolidation of its assets and liabilities. All business combinations, including those involving entities under 
common control, are accounted for by applying the purchase method. The purchase method requires an 
acquirer of the business to be identified and for the cost of the acquisition and fair values of identifiable 
assets, liabilities and contingent liabilities to be determined as at acquisition date, being the date that control 
is obtained. Cost is determined as the aggregate of fair values of assets given, equity issued and liabilities 
assumed in exchange for control together with costs directly attributable to the business combination. Any 
deferred consideration payable is discounted to present value using the entity’s incremental borrowing rate. 

 Goodwill is recognised initially at the excess of cost over the acquirer’s interest in the net fair value of the 
identifiable assets, liabilities and contingent liabilities recognised. If the fair value of the acquirer’s interest is 
greater than cost, the surplus is immediately recognised in profit or loss. 

(b.) Income Tax 

 The income tax expense (revenue) for the year comprises current income tax expense (income) and 
deferred tax expense (income). 

 Current income tax expense charged to the profit or loss is the tax payable on taxable income calculated 
using applicable income tax rates enacted, or substantially enacted, as at reporting date.  Current tax 
liabilities (assets) are therefore measured at the amounts expected to be paid to (recovered from) the 
relevant taxation authority. 

 Deferred income tax expense reflects movements in deferred tax asset and deferred tax liability balances 
during the year as well unused tax losses. 
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 Current and deferred income tax expense (income) is charged or credited directly to equity instead of the 
profit or loss when the tax relates to items that are credited or charged directly to equity. 

 Deferred tax assets and liabilities are ascertained based on temporary differences arising between the tax 
bases of assets and liabilities and their carrying amounts in the financial statements. Deferred tax assets 
also result where amounts have been fully expensed but future tax deductions are available.  No deferred 
income tax will be recognised from the initial recognition of an asset or liability, excluding a business 
combination, where there is no effect on accounting or taxable profit or loss. 

 Deferred tax assets and liabilities are calculated at the tax rates that are expected to apply to the period 
when the asset is realised or the liability is settled, based on tax rates enacted or substantively enacted at 
reporting date.  Their measurement also reflects the manner in which management expects to recover or 
settle the carrying amount of the related asset or liability. 

 Deferred tax assets relating to temporary differences and unused tax losses are recognised only to the 
extent that it is probable that future taxable profit will be available against which the benefits of the deferred 
tax asset can be utilised. 

 Where temporary differences exist in relation to investments in subsidiaries, branches, associates, and joint 
ventures, deferred tax assets and liabilities are not recognised where the timing of the reversal of the 
temporary difference can be controlled and it is not probable that the reversal will occur in the foreseeable 
future. 

 Current tax assets and liabilities are offset where a legally enforceable right of set-off exists and it is 
intended that net settlement or simultaneous realisation and settlement of the respective asset and liability 
will occur.  Deferred tax assets and liabilities are offset where a legally enforceable right of set-off exists, the 
deferred tax assets and liabilities relate to income taxes levied by the same taxation authority on either the 
same taxable entity or different taxable entities where it is intended that net settlement or simultaneous 
realisation and settlement of the respective asset and liability will occur in future periods in which significant 
amounts of deferred tax assets or liabilities are expected to be recovered or settled. 

(c.) Plant and equipment 

 Plant and equipment are measured on the cost basis. 

 The carrying amount of plant and equipment is reviewed annually by directors to ensure it is not in excess of 
the recoverable amount from these assets. The recoverable amount is assessed on the basis of the 
expected net cash flows that will be received from the asset’s employment and subsequent disposal. The 
expected net cash flows have been discounted to their present values in determining recoverable amounts. 

 The cost of fixed assets constructed within the consolidated group includes the cost of materials, direct 
labour, borrowing costs and an appropriate proportion of fixed and variable overheads. 

 Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
group and the cost of the item can be measured reliably. All other repairs and maintenance are charged to 
the income statement during the financial period in which they are incurred. 

 Depreciation 

 The depreciable amount of all fixed assets including buildings and capitalised lease assets, but excluding 
freehold land, is depreciated on a straight-line basis over the asset’s useful life to the consolidated group 
commencing from the time the asset is held ready for use. Leasehold improvements are depreciated over 
the shorter of either the unexpired period of the lease or the estimated useful lives of the improvements. 

 The depreciation rates used for each class of depreciable assets are: 

 Class of Fixed Asset Depreciation Rate 

   

 Plant and equipment 20% Straight line 

   

 The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance 
sheet date. 

 An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying 
amount is greater than its estimated recoverable amount. 
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NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES 

amount is greater than its estimated recoverable amount. 

(d.) Leases 

 Leases of fixed assets where substantially all the risks and benefits incidental to the ownership of the asset, 
but not the legal ownership that is transferred to entities in the consolidated group, are classified as finance 
leases.  

 Finance leases are capitalised by recording an asset and a liability at the lower of the amounts equal to the 
fair value of the leased property or the present value of the minimum lease payments, including any 
guaranteed residual values. Lease payments are allocated between the reduction of the lease liability and 
the lease interest expense for the period. 

 Leased assets are depreciated on a straight-line basis over the shorter of their estimated useful lives or the 
lease term.  

 Lease payments for operating leases, where substantially all the risks and benefits remain with the lessor, 
are charged as expenses in the periods in which they are incurred.  

 Lease incentives under operating leases are recognised as a liability and amortised on a straight-line basis 
over the life of the lease term.  

(e.) Financial Instruments 

 Initial Recognition and Measurement 

 Financial instruments, incorporating financial assets and financial liabilities, are recognised when the entity 
becomes a party to the contractual provisions of the instrument.  Trade date accounting is adopted for 
financial assets that are delivered within timeframes established by marketplace convention. 

 Financial instruments are initially measured at fair value plus transactions costs where the instrument is not 
classified as at fair value through profit or loss. Transaction costs related to instruments classified as at fair 
value through profit or loss are expensed to profit or loss immediately. Financial instruments are classified 
and measured as set out below. 

 Classification and Subsequent Measurement 

 Finance instruments are subsequently measured at either of fair value, amortised cost using the effective 
interest rate method, or cost.  Fair value represents the amount for which an asset could be exchanged or a 
liability settled, between knowledgeable, willing parties.  Where available, quoted prices in an active market 
are used to determine fair value.  In other circumstances, valuation techniques are adopted. 

 Amortised cost is calculated as:  

 a. the amount at which the financial asset or financial liability is measured at initial recognition; 

 b. less principal repayments; 

 c. plus or minus the cumulative amortisation of the difference, if any, between the amount initially 
recognised and the maturity amount calculated using the effective interest method; and 

 d. less any reduction for impairment. 

 The effective interest method is used to allocate interest income or interest expense over the relevant period 
and is equivalent to the rate that exactly discounts estimated future cash payments or receipts (including 
fees, transaction costs and other premiums or discounts) through the expected life (or when this cannot be 
reliably predicted, the contractual term) of the financial instrument to the net carrying amount of the financial 
asset or financial liability. Revisions to expected future net cash flows will necessitate an adjustment to the 
carrying value with a consequential recognition of an income or expense in profit or loss. 

 The Group does not designate any interests in subsidiaries, associates or joint venture entities as being 
subject to the requirements of accounting standards specifically applicable to financial instruments.   
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 i. Financial assets at fair value through profit or loss 

 Financial assets are classified at fair value through profit or loss when they are held for trading for the 
purpose of short term profit taking, where they are derivatives not held for hedging purposes, or designated 
as such to avoid an accounting mismatch or to enable performance evaluation where a group of financial 
assets is managed by key management personnel on a fair value basis in accordance with a documented 
risk management or investment strategy.  Realised and unrealised gains and losses arising from changes in 
fair value are included in profit or loss in the period in which they arise. 

 ii. Loans and receivables 

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not 
quoted in an active market and are subsequently measured at amortised cost using the effective interest 
rate method.  

 iii. Held-to-maturity investments 

 Held-to-maturity investments are non-derivative financial assets that have fixed maturities and fixed or 
determinable payments, and it is the group’s intention to hold these investments to maturity.  They are 
subsequently measured at amortised cost using the effective interest rate method. 

 iv. Available-for-sale financial assets 

 Available-for-sale financial assets are non-derivative financial assets that are either designated as such or 
that are not classified in any of the other categories.  They comprise investments in the equity of other 
entities where there is neither a fixed maturity nor fixed or determinable payments. 

 v. Financial Liabilities 

 Non-derivative financial liabilities (excluding financial guarantees) are subsequently measured at amortised 
cost using the effective interest rate method. 

 Derivative instruments  

 Derivative instruments are measured at fair value. Gains and losses arising from changes in fair value are 
taken to the income statement unless they are designated as hedges.  

 Murchison Holdings Limited and Controlled Entities designates certain derivatives as either: 

 i. hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or 

 ii. hedges of highly probable forecast transactions (cash flow hedges). 

 At the inception of the transaction the relationship between hedging instruments and hedged items, as well 
as the group’s risk management objective and strategy for undertaking various hedge transactions is 
documented. 

 Assessments, both at hedge inception and on an ongoing basis, of whether the derivatives that are used in 
hedging transactions have been and will continue to be highly effective in offsetting changes in fair values or 
cash flows of hedged items, are also documented. 

 (i) Fair value hedge 

 Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recorded in 
the income statement, together with any changes in the fair value of hedged assets or liabilities that are 
attributable to the hedged risk. 

 (ii) Cash flow hedge 

 The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow 
hedges is deferred to a hedge reserve in equity. The gain or loss relating to the ineffective portion is 
recognised immediately in the income statement. 

 Amounts accumulated in the hedge reserve in equity are transferred to the income statement in the periods 
when the hedged item will affect profit or loss. 

 Fair value  

 Fair value is determined based on current bid prices for all quoted investments. Valuation techniques are 
applied to determine the fair value for all unlisted securities, including recent arm’s length transactions, 
reference to similar instruments and option pricing models.  
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 Impairment  

 At each reporting date, the group assesses whether there is objective evidence that a financial instrument 
has been impaired. In the case of available-for-sale financial instruments, a prolonged decline in the value of 
the instrument is considered to determine whether an impairment has arisen. Impairment losses are 
recognised in the income statement.  

 Financial Guarantees 

 Where material, financial guarantees issued, which require the issuer to make specified payments to 
reimburse the holder for a loss it incurs because a specified debtor fails to make payment when due, are 
recognised as a financial liability at fair value on initial recognition. The guarantee is subsequently measured 
at the higher of the best estimate of the obligation and the amount initially recognised less, when 
appropriate, cumulative amortisation in accordance with AASB 118: Revenue.  Where the entity gives 
guarantees in exchange for a fee, revenue is recognised under AASB 118. 

 The fair value of financial guarantee contracts has been assessed using a probability weighted discounted 
cash flow approach. The probability has been based on: 

 -- the likelihood of the guaranteed party defaulting in a year period; 

 -- the proportion of the exposure that is not expected to be recovered due  to the guaranteed party 
defaulting; and 

 -- the maximum loss exposed if the guaranteed party were to default. 

 Derecognition 

 Financial assets are derecognised where the contractual rights to receipt of cash flows expires or the asset 
is transferred to another party whereby the entity is no longer has any significant continuing involvement in 
the risks and benefits associated with the asset.  Financial liabilities are derecognised where the related 
obligations are either discharged, cancelled or expire. The difference between the carrying value of the 
financial liability extinguished or transferred to another party and the fair value of consideration paid, 
including the transfer of non-cash assets or liabilities assumed, is recognised in profit or loss. 

(f.) Impairment of Assets 

 At each reporting date, the group reviews the carrying values of its tangible and intangible assets to 
determine whether there is any indication that those assets have been impaired. If such an indication exists, 
the recoverable amount of the asset, being the higher of the asset’s fair value less costs to sell and value in 
use, is compared to the asset’s carrying value. Any excess of the asset’s carrying value over its recoverable 
amount is expensed to the income statement. 

 Impairment testing is performed annually for goodwill and intangible assets with indefinite lives.  

 Where it is not possible to estimate the recoverable amount of an individual asset, the group estimates the 
recoverable amount of the cash-generating unit to which the asset belongs.  

(g.) Investments in Associates 

 Investments in associate companies are recognised in the financial statements by applying the equity 
method of accounting. The equity method of accounting recognised the group’s share of post-acquisition 
reserves of its associates. 

(h.) Intangibles 

 Goodwill 

 Goodwill and goodwill on consolidation are initially recorded at the amount by which the purchase price for a 
business combination exceeds the fair value attributed to the interest in the net fair value of identifiable 
assets, liabilities and contingent liabilities at date of acquisition. Goodwill on acquisitions of subsidiaries is 
included in intangible assets. Goodwill on acquisition of associates is included in investments in associates. 
Goodwill is tested annually for impairment and carried at cost less accumulated impairment losses. Gains 
and losses on the disposal of an entity include the carrying amount of goodwill relating to the entity sold.  
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(i.) Foreign Currency Transactions and Balances 

 Functional and presentation currency 

 The functional currency of each of the group’s entities is measured using the currency of the primary 
economic environment in which that entity operates. The consolidated financial statements are presented in 
Australian dollars which is the parent entity’s functional and presentation currency. 

 Transaction and balances 

 Foreign currency transactions are translated into functional currency using the exchange rates prevailing at 
the date of the transaction. Foreign currency monetary items are translated at the year-end exchange rate. 
Non-monetary assets measured at historical cost continue to be carried at the exchange rate at the date of 
the transaction. Non-monetary items measured at fair value are reported at the exchange rate at the date 
when fair values were determined. 

 Exchange differences arising on the translation of monetary items are recognised in the income statement, 
except where deferred in equity as a qualifying cash flow or net investment hedge. 

 Exchange differences arising on the translation of non-monetary items are recognised directly in equity to 
the extent that the gain or loss is directly recognised in equity, otherwise the exchange difference is 
recognised in the income statement. 

 Group companies 

 The financial results and position of foreign operations whose functional currency is different from the 
group’s presentation currency are translated as follows: 

 — assets and liabilities are translated at year-end exchange rates prevailing at that reporting date; 

 — income and expenses are translated at average exchange rates for the period; and 

 — retained profits are translated at the exchange rates prevailing at the date of the transaction. 

 Exchange differences arising on translation of foreign operations are transferred directly to the group’s 
foreign currency translation reserve in the balance sheet. These differences are recognised in the income 
statement in the period in which the operation is disposed. 

(j.) Employee Benefits 

 Provision is made for the company’s liability for employee benefits arising from services rendered by 
employees to balance date. Employee benefits that are expected to be settled within one year have been 
measured at the amounts expected to be paid when the liability is settled. Employee benefits payable later 
than one year have been measured at the present value of the estimated future cash outflows to be made 
for those benefits. Those cash flows are discounted using market yields on national government bonds with 
terms to maturity that match the expected timing of cash flows. 

 Equity-settled compensation 

 The group operates equity-settled share-based payment employee share and option schemes.  The fair 
value of the equity to which employees become entitled is measured at grant date and recognised as an 
expense over the vesting period, with a corresponding increase to an equity account.  The fair value of 
shares is ascertained as the market bid price.  The fair value of options is ascertained using a Black–
Scholes pricing model which incorporates all market vesting conditions.  The number of shares and options 
expected to vest is reviewed and adjusted at each reporting date such that the amount recognised for 
services received as consideration for the equity instruments granted shall be based on the number of 
equity instruments that eventually vest. 

(k.) Provisions 

 Provisions are recognised when the group has a legal or constructive obligation, as a result of past events, 
for which it is probable that an outflow of economic benefits will result and that outflow can be reliably 
measured.  

(l.) Cash and Cash Equivalents 

 Cash and cash equivalents include cash on hand, deposits held at call with banks, other short-term highly 
liquid investments with original maturities of six months or less, and bank overdrafts. Bank overdrafts are 
shown within short-term borrowings in current liabilities on the balance sheet. 
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(m.) Revenue and Other Income 

 Revenue is measured at the fair value of the consideration received or receivable after taking into account 
any trade discounts and volume rebates allowed.  Any consideration deferred is treated as the provision of 
finance and is discounted at a rate of interest that is generally accepted in the market for similar 
arrangements.  The difference between the amount initially recognised and the amount ultimately received 
is interest revenue. 

 Revenue from the sale of goods is recognised at the point of delivery as this corresponds to the transfer of 
significant risks and rewards of ownership of the goods and the cessation of all involvement in those goods. 

 Interest revenue is recognised using the effective interest rate method, which, for floating rate financial 
assets, is the rate inherent in the instrument.  Dividend revenue is recognised when the right to receive a 
dividend has been established. 

 Dividends received from associates and joint venture entities are accounted for in accordance with the 
equity method of accounting. 

 Revenue recognition relating to the provision of services is determined with reference to the stage of 
completion of the transaction at reporting date and where outcome of the contract can be estimated reliably. 
Stage of completion is determined with reference to the services performed to date as a percentage of total 
anticipated services to be performed.   Where the outcome cannot be estimated reliably, revenue is 
recognised only to the extent that related expenditure is recoverable. 

(n.) Borrowing Costs 

 Borrowing costs directly attributable to the acquisition or production of assets that necessarily take a 
substantial period of time to prepare for their intended use or sale, are added to the cost of those assets, 
until such time as the assets are substantially ready for their intended use or sale. 

 All other borrowing costs are recognised in income in the period in which they are incurred. 

(o.) Goods and Services Tax (GST) 

 Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of 
GST incurred is not recoverable from the Australian Tax Office. In these circumstances the GST is 
recognised as part of the cost of acquisition of the asset or as part of an item of the expense. Receivables 
and payables in the balance sheet are shown inclusive of GST.  

 Cash flows are presented in the cash flow statement on a gross basis, except for the GST component of 
investing and financing activities, which are disclosed as operating cash flows. 

(p.) Comparative Figures 

 When required by Accounting Standards, comparative figures have been adjusted to conform to changes in 
presentation for the current financial year.  

(q.) Rounding of Amounts 

 The parent entity has applied the relief available to it under ASIC Class Order 98/100 and accordingly, 
amounts in the financial report and directors’ report have been rounded off to the nearest $1,000.  

(r.) Critical Accounting Estimates and Judgments 

 The directors evaluate estimates and judgments incorporated into the financial report based on historical 
knowledge and best available current information. Estimates assume a reasonable expectation of future 
events and are based on current trends and economic data, obtained both externally and within the group. 

 Key Estimates — Impairment 

 The group assesses impairment at each reporting date by evaluating conditions specific to the group that 
may lead to impairment of assets. Where an impairment trigger exists, the recoverable amount of the asset 
is determined. Value-in-use calculations performed in assessing recoverable amounts incorporate a number 
of key estimates. 

 No impairment has been recognised in respect of property, plant and equipment for the year ended 30 June 
2009. 

 

 

 



MURCHISON HOLDINGS LIMITED AND CONTROLLED ENTITIES 

ABN 52 004 707 260  

 43 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 
NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES 

(s.) New Accounting Standards for Application in Future Periods 

 The AASB has issued new, revised and amended standards and interpretations that have mandatory 
application dates for future reporting periods. The Group has decided against early adoption of these 
standards.  A discussion of those future requirements and their impact on the Group follows: 

 • AASB 3: Business Combinations, AASB 127: Consolidated and Separate Financial Statements, AASB 
2008-3: Amendments to Australian Accounting Standards arising from AASB 3 and AASB 127 [AASBs 
1,2,4,5,7,101,107, 112, 114, 116, 121, 128, 131, 132, 133, 134, 136, 137, 138 & 139 and 
Interpretations 9 & 107] (applicable for annual reporting periods commencing from 1 July 2009) and 
AASB 2008-7: Amendments to Australian Accounting Standards – Cost of an Investment in a 
Subsidiary, Jointly Controlled Entity or Associate [AASB 1, AASB 118, AASB 121, AASB 127 & AASB 
136] (applicable for annual reporting periods commencing from 1 January 2009).  These standards are 
applicable prospectively and so will only affect relevant transactions and consolidations occurring from 
the date of application.  In this regard, its impact on the Group will be unable to be determined. The 
following changes to accounting requirements are included: 

  — acquisition costs incurred in a business combination will no longer be recognised in goodwill but 
will be expensed unless the cost relates to issuing debt or equity securities; 

  — contingent consideration will be measured at fair value at the acquisition date and may only be 
provisionally accounted for during a period of 12 months after acquisition; 

  — a gain or loss of control will require the previous ownership interests to be remeasured to their fair 
value; 

  — there shall be no gain or loss from transactions affecting a parent’s ownership interest of a 
subsidiary with all transactions required to be accounted for through equity (this will not represent 
a change to the Group’s policy); 

  — dividends declared out of pre-acquisition profits will not be deducted from the cost of an 
investment but will be recognised as income; 

  — impairment of investments in subsidiaries, joint ventures and associates shall be considered 
when a dividend is paid by the respective investee; and 

  — where there is, in substance, no change to Group interests, parent entities inserted above 
existing groups shall measure the cost of its investments at the carrying amount of its share of 
the equity items shown in the balance sheet of the original parent at the date of reorganisation. 

  The Group will need to determine whether to maintain its present accounting policy of calculating 
goodwill acquired based on the parent entity’s share of net assets acquired or change its policy so 
goodwill recognised also reflects that of the non-controlling interest. 

 • AASB 8: Operating Segments and AASB 2007-3: Amendments to Australian Accounting Standards 
arising from AASB 8 [AASB 5, AASB 6, AASB 102, AASB 107, AASB 119, AASB 127, AASB 134, 
AASB 136, AASB 1023 & AASB 1038] (applicable for annual reporting periods commencing from 1 
January 2009). AASB 8 replaces AASB 114 and requires identification of operating segments on the 
basis of internal reports that are regularly reviewed by the Group’s Board for the purposes of decision 
making.  While the impact of this standard cannot be assessed at this stage, there is the potential for 
more segments to be identified.  Given the lower economic levels at which segments may be defined, 
and the fact that cash generating units cannot be bigger than operating segments, impairment 
calculations may be affected.  Management does not presently believe impairment will result however. 

 • AASB 101: Presentation of Financial Statements, AASB 2007-8: Amendments to Australian 
Accounting Standards arising from AASB 101, and AASB 2007-10: Further Amendments to Australian 
Accounting Standards arising from AASB 101 (all applicable to annual reporting periods commencing 
from 1 January 2009).  The revised AASB 101 and amendments supersede the previous AASB 101 
and redefines the composition of financial statements including the inclusion of a statement of 
comprehensive income.  There will be no measurement or recognition impact on the Group. If an entity 
has made a prior period adjustment or reclassification, a third balance sheet as at the beginning of the 
comparative period will be required. 

 • AASB 123: Borrowing Costs and AASB 2007-6: Amendments to Australian Accounting Standards 
arising from AASB 123 [AASB 1, AASB 101, AASB 107, AASB 111, AASB 116 & AASB 138 and 
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Interpretations 1 & 12] (applicable for annual reporting periods commencing from 1 January 2009). The 
revised AASB 123 has removed the option to expense all borrowing costs and will therefore require the 
capitalisation of all borrowing costs directly attributable to the acquisition, construction or production of 
a qualifying asset.  Management has determined that there will be no effect on the Group as a policy of 
capitalising qualifying borrowing costs has been maintained by the Group. 

 • AASB 2008-1: Amendments to Australian Accounting Standard – Share-based Payments: Vesting 
Conditions and Cancellations [AASB 2] (applicable for annual reporting periods commencing from 1 
January 2009).  This amendment to AASB 2 clarifies that vesting conditions consist of service and 
performance conditions only.  Other elements of a share-based payment transaction should therefore 
be considered for the purposes of determining fair value.  Cancellations are also required to be treated 
in the same manner whether cancelled by the entity or by another party. 

 • AASB 2008-2: Amendments to Australian Accounting Standards – Puttable Financial Instruments and 
Obligations Arising on Liquidation [AASB 7, AASB 101, AASB 132  & AASB 139 & Interpretation 2] 
(applicable for annual reporting periods commencing from 1 January 2009). These amendments 
introduce an exception to the definition of a financial liability to classify as equity instruments certain 
puttable financial instruments and certain other financial instruments that impose an obligation to 
deliver a pro-rata share of net assets only upon liquidation. 

 • AASB 2008-5: Amendments to Australian Accounting Standards arising from the Annual 
Improvements Project (July 2008) (AASB 2008-5) and AASB 2008-6: Further Amendments to 
Australian Accounting Standards arising from the Annual Improvements Project (July 2008) (AASB 
2008-6) detail numerous non-urgent but necessary changes to accounting standards arising from the 
IASB’s annual improvements project.  No changes are expected to materially affect the Group. 

 • AASB 2008-8: Amendments to Australian Accounting Standards – Eligible Hedged Items [AASB 139] 
(applicable for annual reporting periods commencing from 1 July 2009). This amendment clarifies how 
the principles that determine whether a hedged risk or portion of cash flows is eligible for designation 
as a hedged item should be applied in particular situations and is not expected to materially affect the 
Group. 

 • AASB 2008-13: Amendments to Australian Accounting Standards arising from AASB Interpretation 
17 – Distributions of Non-cash Assets to Owners [AASB 5 & AASB 110] (applicable for annual 
reporting periods commencing from 1 July 2009).  This amendment requires that non-current assets 
held for distribution to owners to be measured at the lower of carrying value and fair value less costs to 
distribute. 

 • AASB Interpretation 15: Agreements for the Construction of Real Estate (applicable for annual
reporting periods commencing from 1 January 2009). Under the interpretation, agreements for the 
construction of real estate shall be accounted for in accordance with AASB 111 where the agreement 
meets the definition of ‘construction contract’ per AASB 111 and when the significant risks and rewards 
of ownership of the work in progress transfer to the buyer continuously as construction progresses.  
Where the recognition requirements in relation to construction are satisfied but the agreement does not 
meet the definition of ‘construction contract’, revenue is to be accounted for in accordance with AASB 
118.  Management does not believe that this will represent a change of policy to the Group. 

 • AASB Interpretation 16: Hedges of a Net Investment in a Foreign Operation (applicable for annual 
reporting periods commencing from 1 October 2008). Interpretation 16 applies to entities that hedge 
foreign currency risk arising from net investments in foreign operations and that want to adopt hedge 
accounting.  The interpretation provides clarifying guidance on several issues in accounting for the 
hedge of a net investment in a foreign operation and is not expected to impact the Group. 

 • AASB Interpretation 17: Distributions of Non-cash Assets to Owners (applicable for annual reporting 
periods commencing from 1 July 2009).   This guidance applies prospectively only and clarifies that 
non-cash dividends payable should be measured at the fair value of the net assets to be distributed 
where the difference between the fair value and carrying value of the assets is recognised in profit or 
loss.   

 The Group does not anticipate early adoption of any of the above reporting requirements and does not 
expect these requirements to have any material effect on the Group’s financial statements. 
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 Note Consolidated Group Parent Entity 

Note 2: Revenue and other 
income 

 2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

   

Revenue   

Sales revenue   

 — Proceeds from sales 
of quoted securities 

 4,932 10,148 272 1,031 

 — Commission  503 767 - - 

    5,435 10,915 272 1,031 

        

Other revenue      

 — Dividends received (a) 12 12 - - 

 — Interest received (b) 63 45 19 2 

 — Other revenue  3,562 1,045 283 - 

  3,637 1,102 302 2 

        

      

(a) Dividends received from : 

– other person 

 12 12 - - 

(b) Interest revenue from : 

– other person 

  

63 

 

45 

 

19 

 

2 
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 Note Consolidated Group Parent Entity 

Note 3: Profit for the year  2009 
$000 

2008 
$000 

2009 

$000 

2008 
$000 

(a) Expenses      

 Cost of sales   5,584 8,275 278 1,009 

       

 Deprecation and 
amortisation 

 21 18 - - 

       

 Finance costs – external   121 141 57 81 

       

 Rental expenses  264 231 35 34 

       

 Foreign currency translation loss 240 (364) - - 

(b) Significant Revenue and Expenses  

 The following significant 
revenue and expense 
items are relevant in 
explaining, the financial 
performance : 

     

 Consideration from 
acquisition of a subsidiary 
company 

 - 162 - - 

 Carrying amount of net 
assets 

 - 1,823 - - 

 Exchange gain / (loss)  1,697 - 268 (715) 

 Net gain on acquisition of 
a subsidiary company 

 1,697 1,985 268 (715) 

       

 Excess of investor’s share 
of net value on acquisition 

 3,561 - - - 
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 Note Consolidated Group Parent Entity 

Note 4: Income Tax Expense  2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

(a) The prima facie tax 
(credit) on profit (loss)  
from ordinary activities 
before income tax is 
reconciled to the income 
tax (credit) as follows:  

  

 Prima facie tax payable 
(credit provided) on profit 
(loss) from ordinary 
activities before income 
tax at 30%  (2008: 30%)  

     

 - Consolidated entity  573 619 - - 

 - Parent entity  - - (172) 245 

   573 619 (172) 245 

 Add :       

 Tax effect of :        

 — non- deductible income
and expenses 

 - - - - 

 Adjustment for foreign tax 
rate 

  

(54) 

 

(11) 

 

- 

 

- 

   519 608 (172) 245 

 Tax losses not brought 
into account 

 - - 172 (245) 

 Recoupment of prior year 
tax losses not previously 
brought to account 

  

(519) 

 

(608) 

 

- 

 

- 

   - - - - 

       

 Deferred income tax 
assets not brought to 
account. 

  

156 

 

249 

 

80 

 

252 
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Note 5: Interests of key Management Personnel (KMP) 

(a)  Names and positions held of consolidated and parent entity key management personnel in office at any time 
during the financial year are:  

 Directors 

 Wee Tiong Chiang Chairman 

 Grant Anthony 
Robertson 

Executive director 

 K C Koh Non executive director 

 Executives 

 Jason Chui Dealing Director 

 Sharon Tan Senior Manager 

 Brian Wong Chief Financial Officer 

 Wendy Cheung Administration Manager 

 Anna Tsui Accountant 

 Carol Rudico Settlement Supervisor 

  

 Refer to the Remuneration Report contained in the Report of the Directors for details of the remuneration 
paid or payable to each member of the Group’s key management personnel for the year ended 30 June 
2009.   

 The totals of remuneration paid to KMP of the company and the Group during the year are as 
follows: 

   2009 
$000 

2008 
$000 

 Short-term employee benefits  743 533 

 Post-employment benefits  - - 

 Other long-term benefits  32 20 

 Termination benefits  - - 

 Share-based payments  - 324 

   775 877 
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Note 5: Interests of key Management Personnel (KMP) (Cont’d) 

(b) Compensation Options 

Options Granted as Remuneration 

     Terms & Conditions for Each 
Grant 

 Vested 
No. 

Granted 
No. 

Grant Date Value 
per 

Option 
at Grant 

Date 
$ 

Exercise 
Price 

$ 

First 
Exercise 

Date 

Last 
Exercise 

Date 

Key Management Personnel        

Directors        

Wee Tiong Chiang 250,000 250,000 30/11/2007 0.425 1.02 1/12/2007 NA 

Grant Anthony Robertson 150,000 150,000 30/11/2007 0.425 1.02 1/12/2007 NA 

Kim Chan Koh 50,000 50,000 30/11/2007 0.425 1.02 1/12/2007 NA 

        

Executives        

Jason Chiu 

Sharon Tan 

Brian Wong 

Wendy Cheung 

Anna Tsui 

Carol Rudico 

50,000 

100,000 

50,000 

50,000 

40,000 

40,000 

50,000 

100,000 

50,000 

50,000 

40,000 

40,000 

24/1/2008 

24/1/2008 

24/1/2008 

24/1/2008 

24/1/2008 

24/1/2008 

0.425 

0.425 

0.425 

0.425 

0.425 

0.425 

1.02 

1.02 

1.02 

1.02 

1.02 

1.02 

1/2/2008 

1/2/2008 

1/2/2008 

1/2/2008 

1/2/2008 

1/2/2008 

31/1/2012 

31/1/2012 

31/1/2012 

31/1/2012 

31/1/2012 

31/1/2012 

 780,000 780,000      

All options vest within 4 year of grant date and expire within 4 years. Options are granted to key 
management personnel with more than one year full-time service. 

Exercise price equals the market price at date of the grant. 

The service and performance criteria set to determine remuneration are included in this remunerated 
report. 

All options were granted for nil consideration.  
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Note 5: Interests of key Management Personnel (KMP) (Cont’d) 

 (c) KMP Options and Rights Holdings 

 Number of options held by each KMP of the group during the financial year is as follows: 

  Balance 

1.7.08 

Granted as 
remuneration 

during the 
year 

Exercised 
during the 

year 

Balance 

30.6.09 

Vested 
during 

the 
year 

Vested and 
Exercisable 

30.6.09 

Vested and 
unexercis-

able 

30.6.09 

 Directors        

 Wee Tiong Chiang 500,000 - - 500,000 - 500,000 - 

 Grant Anthony 
Robertson 

381,666 - - 381,666 - 381,666 - 

 K C Koh 119,735 - - 119,735 - 119,735 - 

 Executives        

 Jason Chiu 70,285 - - 70,285 - 70,285 - 

 Sharon Tan 143,357 - (143,000) 357 - 357 - 

 Brian Wong 50,000 - - 50,000 - 50,000 - 

 Wendy Cheung  76,298 - - 76,298 - 76,298 - 

 Anna Tsui 60,636 - - 60,636 - 60,636 - 

 Carol Rudico 40,000 - - 40,000 - 40,000 - 

 Total 1,441,977 - (143,000) 1,298,977 - 1,298,977 - 

(d) KMP Shareholdings 

 Number of ordinary shares in Murchison Holdings Limited held by each KMP of the group during the year is as 
follows: 

  Balance      
1.7.08 

Granted as 
remuneration 

during the year 

Options  
Exercised 

Net Change Other * Balance 
30.6.09 

 Directors  

 Wee Tiong Chiang 426,074 - - - 426,074 

 Grant Anthony 
Robertson 

69,334 - - - 69,334 

 K C Koh 908 - - - 908 

 Executives      

 Jason Chiu 12,000 - - - 12,000 

 Sharon Tan 185,000 - 143,000 - 328,000 

 Brian Wong - - - - - 

 Wendy Cheung  25,000 - - - 25,000 

 Anna Tsui - - - - - 

 Carol Rudico 11,339 - - - 11,339 

  729,655 - 143,000 - 872,655 

 * Net change other refers to shares purchased or sold during the financial year. 

(e) Remuneration Practices 

 The company’s policy for determining the nature and amount of emoluments of board members and senior 
executives of the company is as follows: 
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Note 5: Interests of key Management Personnel (KMP) (Cont’d) 

 The remuneration structure for executive officers, including executive directors, is based on a number of factors, 
including length of service, particular experience of the individual concerned, and overall performance of the 
company. The contracts for service between the company and specified directors and executives are on a 
continuing basis the terms of which are not expected to change in the immediate future. Upon retirement specified 
directors and executives are paid employee benefit entitlements accrued to the date of their retirement. The 
company may terminate the respective contracts without cause by providing one to three months written notice or 
making payment in lieu of notice based on the individual’s ,monthly salary. Termination payments are generally not 
payable on resignation or dismissal for serious misconduct. In the instance of serious misconduct the company can 
terminate employment at any time. Any options not exercised before or on the date of termination will lapse. 

(f) Other KMP Transactions 

 There have been no other transactions involving equity instruments other than those described in the tables above. 

 

 

For details of other transactions with KMP, refer to Note 26: Related Party Transactions.  For details of loans to 
KMP, refer to Note 10: Trade and Other Receivables. 

 

 

 Consolidated Group Parent Entity 

Note 6: Auditors’ 
Remuneration 

2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

Remuneration of the auditor of 
the parent entity for: 

 

— auditing or reviewing the 
financial report 

93 93 93 43 

Remuneration of other auditors 
of subsidiaries for: 

    

— auditing or reviewing the 
financial report of 
subsidiaries 

113 38 - - 

  206 131 93 43 

Note 7: Dividends 

No dividend was paid or proposed during the year. 

 Consolidated Group 

Note 8: Earnings per Share 2009 
$000 

2008 
$000 

(a) Reconciliation of Earnings to Profit or Loss   

  

 Profit for the year 3,274 2,062 

 Profit attributable to minority equity interest (1,364) (496) 

    

 Earnings used to calculate basic EPS and dilutive EPS 1,910 1,566 

  

(b) Weighted average number of ordinary shares outstanding 
during the year used in calculating basic EPS 

  

 Weighted average number of ordinary shares outstanding 19,749,098 14,049,160 

 Weighted average number of options outstanding   1,936,085 10,767,578 

 Weighted average number of ordinary shares outstanding 
during the year used in calculating dilutive EPS 

 

21,685,183 

 

24,816,738 
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 Note Consolidated Group Parent Entity 

Note 9: Cash and 
Cash Equivalents 

 2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

Cash at bank and in 
hand 

  

456 

 

1,991 

 

1 

 

33 

  456 1,991 1 33 

      

(a) Cash at bank includes $1,249,324 (2008 : $1,840,780) pledged as security for overdraft facilities. 

(b) The effective interest rate on short-term bank deposits was 1% (2008: 1%); these deposits have an average 
maturity of one day.  

Reconciliation of cash      

Cash at the end of the financial year as shown in the statement of cash flows is reconciled to items in the balance 
sheet as follows: 

Cash and cash 
equivalents 

 456 1,991 1 33 

Bank overdrafts 17 (1,249) (2,418) (1,011) (1,000) 

  (793) (427) (1,010) (967) 

  

  Consolidated Group Parent Entity 

Note 10: Trade and Other Receivables  2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

CURRENT      

Amounts due from customers   3,764 3,423 - - 

Other receivables  6,517 3,210 1,696 1,010 

  10,281 6,633 1,696 1,010 

      

NON-CURRENT      

Amounts receivable from related parties      

— wholly-owned subsidiaries  - - 2,597 2,106 

— partly-owned subsidiaries  8,283 8,195 8,299 4,924 

— associated companies  - - - 4,082 

  8,283 8,195 10,896 11,112 

 

(a) The loans to wholly-owned and partly-owned subsidiaries are interest free and repayable on demand 

(b) The loans to associated companies are non interest bearing.  

(c) During the year, the group did not granted individual with loans above $100,000 in reporting period. 

(d) There was provision for impairment of receivables made during the year. 

Current trade and term receivables are non-interest bearing loans and payables on demand. Non-current trade and 
term receivables are assessed for recoverability based on the underlying terms of the contract. A provision for 
impairment is recognised when there is an objective evidence that an individual trade or term receivable is 
impaired. These amounts have been included in the other expenses items. 

There are no balances within trade and other receivables that contain assets that are not impaired and are past 
due. It Is expected these balances will be received when due. Impaired assets are provided for in full. 
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Note 10: Trade and Other Receivables (CONT’D) 

Credit Risk – Trade and Other Receivables 

The Group has no significant concentration of credit risk with respect to any single counter party or group of counter 
parties other than those receivables specifically provided for and mentioned within Note 27. The class of assets 
described as Trade and Other Receivables is considered to be the main source of credit risk related to the Group. 

On a geographical basis, the Group has credit risk exposures in Hong Kong given the substantial operations in 
those regions. The Group’s exposure to credit risk for receivables at reporting date in those regions is as follows: 

  Consolidated Group Parent Entity 

  2009 2008 2009 2008 

  $000 $000 $000 $000 

18,564 14,828 12,592 12,122 Hong Kong  

    

The following table details the Group’s trade and other receivables exposed to credit risk (prior to collateral and 
other credit enhancements) with ageing analysis and impairment provided for thereon. Amounts are considered as 
‘past due’ when the dent has not been settled, with the terms and conditions agreed between the Group and the 
consumer or counter party to the transaction. Receivables that are past due are assessed for impairment by 
ascertaining solvency of the debtors and are provided for where there are specific circumstances indicating that the 
debt may not be fully repaid to the Group. 

The balances of receivables that remain within initial trade terms (as detailed in the table) are considered to be of 
high credit quality. 
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Past due but not impaired  

(days overdue) 

  

Gross 
amount 

Past due 
and 

impaired < 30 31-60 61-90 > 90 

Within 
initial trade 

terms 

  $000 $000 $000 $000 $000 $000 $000 

Consolidated Group 

2009         

Trade and term 
receivables 

 10,281 - - - - - 10,281 

Other receivables  8,283 - - - - - 8,283 

Total  18,564 - - - - - 18,564 

2008         

Trade and term 
receivables 

 6,633 - - - - - 6,633 

Other receivables  8,195 - - - - - 8,195 

Total  14,828 - - - - - 14,828 

         

Parent Entity 

2009         

Trade and term 
receivables 

 1,696 - - - - - 1,696 

Other receivables  10,896 - - - - - 10,896 

Total  12,592 - - - - - 12,592 

2008         

Trade and term 
receivables 

 1,010 - - - - - 1,010 

Other receivables  11,112 - - - - - 11,112 

Total  12,122 - - - - - 12,122 

         

Neither the Group nor parent entity holds any financial assets with terms that have been renegotiated, but which 
would otherwise be past due or impaired. 

 

(e) Collateral held as security 

No amount owing to the parent company or its related companies included in trade debtors. No collateral has been 
received form a related party of the debtor in the form of a financial guarantee. 

The group does not have any financial assets classified as loan and receivables. 

 

(f) Collateral pledged 

No charge over trade receivable has been provided for certain debt. 
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 Note Consolidated Group Parent Entity 

Note 11: Investments Accounted 
for Using the Equity Method 

 2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

      

Associated companies  4,079 872 - - 

Share of profits / (losses)  31 (45) - - 

  4,110 827 - - 

(a) Interests are held in the following associated companies  

Name Principal 
Activities 

Country of 
Incorporation 

Shares Ownership Interest Carry amount of 
investment 

    

    

2009 

% 

2008 

% 

2009 

$000 

2008 

$000 

Unlisted:        

MCS Engines Ltd 
(i) 

Manufact
uring 
products 

Hong Kong Ord 50% 50% 512 512 

Quest Marine 
Resources Ltd (ii) 

Seafood 
products 

Australia Ord 28% - - - 

(i) Company results not equity accounted for as there is no trading activities during the year. 

(ii) Quest Marine Resources Ltd, an unlisted public company, incorporated on 23 Dec 2008 as a wholly owned 
subsidiary of Quest Investments Ltd, a subsidiary company. On 1 April 2009, Quest Marine Resources Ltd acquire 
100% ownership in Dalian Jixiang Food Co., Ltd in exchange for shares amount to $9,421,842. Hence, Quest 
Marine Resources Ltd became an associate of Quest Investments Ltd with 43.37% ownership. 

 Note Consolidated Group Parent Entity 

  2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

(a) Movements During the Year in Equity 
Accounted Investment in Associated 
Companies 

     

 Balance at beginning of the financial year  827 359 - - 

 Less: written off investment in an associate 
company 

 (313) - - - 

 Add: new investments during the year  3,565 513 - - 

 Add: share of associated company’s profits / 
(losses) from ordinary activities 

  

31 

 

(45) 

 

- 

 

- 

 Balance at end of the financial year  4,110 827 - - 

(b) Equity accounted profits / (losses) of 
associates are as follows: 

     

 Share of associated profits / (losses) for the 
year 

 31 (45) - - 

 Share of associate’s income tax expenses  - - - - 

 Share of associate’s profit / (loss) after 
income tax expenses 

  

31 

 

(45) 

 

- 

 

- 
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 Note Consolidated Group Parent Entity 

Note 11: Investments Accounted for Using the 
Equity Method (Cont’d) 

 2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

(c) Summarised Presentation of Aggregate 
Assets, Liabilities and Performance of 
Associates 

  

 Current Assets  4,512 596 - - 

 Non-current Assets  7,466 24 - - 

 Total Assets  11,978 620 - - 

 Current Liabilities  (3,752) (1,333) - - 

 Total Liabilities  (3,752) (1,333) - - 

 Net Assets (Liabilities)  8,226 (713) - - 

 Revenues  1,667 444 - - 

 Profit / (Loss) after income tax of associates  111 (137) - - 

 

 Note Consolidated Group Parent Entity 

Note 12: Financial Assets  2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

 Available for sale financial assets   8,348 8,532 17,602 17,138 

 Less : Non current portion  (7,930) (7,566) (17,562) (17,049) 

 Current Portion  418 966 40 89 

(a) Available-for-sale Financial Assets 
Comprise: 

     

 Listed investments, at fair value       

 — Shares in listed corporations  418 966 40 89 

        

 Listed investments, at recoverable amount      

 — Shares in listed corporation, at cost   476 476 - - 

 Less : Impairment provision   (468) (468) - - 

   8 8 - - 

 Unlisted Investments at cost       

 — Shares in other related entities   7,930 7,566 18,237 17,724 

 Less: Impairment provision  - - (675) (675) 

   7,930 7,566 17,562 17,049 

 Available-for-sale financial assets comprise investments in the ordinary share capital of various entities. 
There are no fixed returns or fixed maturity date attached to these investments. The directors regularly 
review the cost of investment with the fair value and mark to fair value when the cost of investment falls 
below or above the fair value. 

 The fair value of unlisted available-for-sale financial assets cannot be reliably measured as variability in the 
range of reasonable fair value estimates is significant. As a result, all unlisted investments are reflected at 
cost. 
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Note 13: Controlled Entities 

(a) Controlled Entities Consolidated 

  Percentage Owned (%)* 

  

Country  
of  

Incorporation 2009 2008 

 Parent Entity:  

 Murchison Holdings Limited Australia  N/A N/A 

 Ultimate Parent Entity    

 Jondara Pty Ltd Australia N/A N/A 

 Subsidiaries of    

 Quest Investments Ltd Australia 63.33 63.04 

 MQ Services Pty Ltd Australia 100 100 

 Quest Ventures Pty Ltd Australia 100 100 

 Murchison International Ltd Hong Kong 100 100 

 Quest Securities (Australia) Ltd Australia 63.33 63.04 

 Genequest Pty Ltd Australia 63.33 63.04 

 Techgene Pty Ltd Australia 63.33 63.04 

 Tivuna Pty Ltd Australia 63.33 63.04 

 MQ Holdings Limited British Virgin Island 63.33 63.04 

 Quest Nominees Limited Hong Kong 63.33 63.04 

 Quest Investments Limited Hong Kong 63.33 63.04 

 Quest Stockbroker (HK) Ltd Hong Kong 63.33 63.04 

 Quest Telecom Ltd Hong Kong 63.33 63.04 

 * Percentage of voting power is in proportion to ownership  

(b) Acquisition of Controlled Entities 

 During the year, the group did not acquire any controlled interest in any company except as stated in Note 
11(ii). 
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 Consolidated Group Parent Entity 

Note 14: Plant and Equipment 2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

PLANT AND EQUIPMENT     

Plant and Equipment:     

At cost 117 98 - - 

Accumulated depreciation (64) (44) - - 

Carrying amount at the end of year 53 54 - - 

(a)  Movements in Carrying Amounts 

 Movement in the carrying amounts for each class of property, plant and equipment between the beginning 
and the end of the current financial year 

    Plant and 
Equipment 

 Total 

    $000  $000 

 Consolidated Group:       

        

 Balance at the beginning of the year   54  54 

 Additions   19  19 

 Depreciation expenses    (20)  (20) 

 Carrying amount at the end of the year   53  53 

        

 Parent Entity:       

 Balance at the beginning of the year   -  - 

 Depreciation expense   -  - 

 Carrying amount at the end of the year   -  - 

    

 Note Consolidated Group Parent Entity 

Note 15: Other Assets  2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

CURRENT      

Prepayments  10 8 - - 

  10 8 - - 

NON-CURRENT      

Fund reserves  15(a) 64 54 - - 

HKEC Membership  57 48 - - 

  121 102 - - 

(a) Funds reserves represents deposits with and refundable admission fees paid to Hong Kong Securities Clearing 
Company Limited and deposits with the Stock Exchange of Hong Kong Limited 
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 Note Consolidated Group Parent Entity 

Note 16: Trade and other payables  2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

CURRENT      

Unsecured liabilities      

Trade payables  1,702 491 17 20 

Sundry payables and accrued expenses  1,341 1,345 300 94 

Amounts payable to:      

       

— partly- owned subsidiaries  12 - 4,184 3,940 

— director related entities  339 - - - 

      

  3,394 1,836 4,501 4,054 

  

 Note Consolidated Group Parent Entity 

Note 17: Financial Liabilities  2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

 CURRENT  

 Secured liabilities   

 Bank overdrafts  17(a)  249 1,418 11 - 

 Bank loans  17(b)  1,000         1,000 1,000 1,000 

   1,249 2,418 1,011 1,000 

(a) The bank overdrafts of the parent 
entity and subsidiaries are secured 
by a fixed deposit pledged with the 
bank 

 

   

(b) The bank loans are secured by 
registered equitable mortgage by 
Murchison Holdings Limited over 
the company assets and 
undertaking, including uncalled 
capital and letter of 
acknowledgement by Wee Tiong 
Chiang, a director of Murchison 
Holdings Limited, that loans 
provided by Wee Tiong Chiang or 
related entities to Murchison 
Holdings Limited will not be 
reduced below HK$35,830,000 
without the bank’s consent which 
will not be reasonably withheld.    
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   Consolidated Group Parent Entity 

Note 18: Issued Capital  2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

 20,190,604 (2008: 19,209,560) fully paid 
ordinary shares 

 21,447 20,508 21,447 20,508 

 The company has issued share capital amounting to 20,190,604 ordinary shares of no par value. 

       

(a) Ordinary Shares  No. No. No. No. 

 At the beginning of reporting period  19,209,560 19,209,560 19,209,560 19,209,560

 Shares issued during the year      

 23 October 2008  71,500 - 71,500 - 

 28October 2008  (5,000) - (5,000) - 

 29October 2008  (4,577) - (4,577) - 

 30 October 2008  (260) - (260) - 

 3 November 2008  201,000 - 201,000 - 

 10 November 2008  (1,930) - (1,930) - 

 12 November 2008  (7,810) - (7,810) - 

 25 November 2008  292,000 - 292,000 - 

 2 December 2008  (323) - (323) - 

 5 December 2008  (2,147) - (2,147) - 

 5 February 2009  830,091 - 830,091 - 

 28 February 2009  (375,000) - (375,000) - 

 13 March 2009  (16,500) - (16,500) - 

 At reporting date  20,190,604 19,209,560 20,190,604 19,209,560

 During the financial year, 1,394,591 options were exercised. 1,394,591 ordinary shares were allotted to 
option holder at $1.00 each.  

 For information relating to the employee option plan, including details of options issued, exercised and 
lapsed during the financial year and the options outstanding at year end refer to note 23 share based 
payments. 

 For information relating to share options issued to key management personnel during the financial year, 
refer to note 23 share based payments. 

      

(b) Capital Management     

 Management controls the capital of the group in order to maintain a good debt to equity ratio, provide the 
shareholders with adequate returns and ensure that the group can fund its operations and continue as a 
going concern. 

 The group’s debt and capital includes ordinary share capital, redeemable preference shares, convertible 
preference shares and financial liabilities, supported by financial assets. 

 There are no externally imposed capital requirements. 

 Management effectively manages the group’s capital by assessing the group’s financial risks and adjusting 
its capital structure in response to changes in these risks and in the market.  These responses include the 
management of debt levels, distributions to shareholders and share issues. 

 There have been no changes in the strategy adopted by management to control the capital of the group 
since the prior year.  This strategy is to ensure that the group’s gearing ratio remains below 30%.  The 
gearing ratio’s for the year ended 30 June 2009 and 30 June 2008 are as follows: 
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 Note 18: Issued Capital (CONT’D) 

  Note Consolidated Group Parent Entity 

   2009 2008 2009 2008 

   $000 $000 $000 $000 

 Total borrowings 17 1,249 2,418 1,011 1,000 

 Less cash and cash equivalents 9 (456) (1,991) (1) (33) 

 Net debt  793 427 1,010 967 

 Total equity  27,019 22,088 24,683 24,239 

 Total capital  27,812 22,515 25,693 25,206 

       

 Gearing ratio  3% 2% 4% 4% 

 

Note 19: Reserves 

(a) Capital Profits Reserve  

 The capital profits reserve records non-taxable profits on sale of investments 

(b) Foreign Currency Translation Reserve 

 The foreign currency translation reserve records exchange differences arising on translation of a foreign 
controlled subsidiary  

(c) Option Reserve 

 The option reserve records items recognised as expenses on valuation of employee share options 

 

 

 Note Consolidated Group Parent Entity 

Note 20: Capital and Leasing Commitments  2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

 Operating Lease Commitments      

 Non-cancellable operating leases 
contracted for but not capitalised in the 
financial statements 

     

 Payable — minimum lease payments       

  — not later than 12 months    166 142 - - 

  — Between 12 months and 5 
years 

 - 185 - - 

  — greater than 5 years    - - - - 

   166 327 - - 

(a) The various property leases are non-
cancellable leases expiring within one to 
five years. The leases have varying terms, 
escalator clauses and renewal rights.  

     

(b) No capital commitments are incurred 
during the financial year. 
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Note 21: Segment Reporting 

Primary Reporting — Business Segments 

 Investment Stockbroking Sourcing Telecom  Consolidated 
Group 

 2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

REVENUE           

External Sales 3,991 7,936 502 765 - 1,876 942 338 5,435 10,915 

Other revenue 3,006 88 631 249 - 101 - - 3,637 1,102 

Total revenue from ordinary 
activities 

6,997 8,024 1,133 1,014 - 1,977 942 338 9,072 12,017 

RESULT   (2,287) (763) 628 161 - 50 (9)      10 (1,668) (542) 

Unallocated revenues - 2,153 - - - - - - - 2,153 

Gain on acquisition - - - - - - - - - - 

Excess of the investor’s 
share of the net value on 
acquisition 

3,561 - - - - - - - 3,561 - 

Gain on disposal of an 
associated company 
 

 (14) - - - - - - -  (14) - 

Share of net profits/(losses) 
of equity accounted 
associates and joint venture 
entities 

 31 (45) - - - - - - 31 (45) 

Profit (loss) for the year   1,291 1,345 628 161 - 50 (9)      10 1,910 1,566 

           

ASSETS           

Segment assets 22,453 15,882 7,505 7,431 1,599 2,932 105 97 31,662 26,342 

LIABILITIES           

Segment liabilities (2,052) (1,988) (2,128) (1,952) (441) (285) (22) (29) (4,643) (4,254) 

           

Investment accounted for 
using equity method  

 

4,110 

 

827 

 

- 

 

- 

 

- 

 

- 

 

- 

 

- 4,110 827 

Acquisitions of non-current 
segment assets 

 

- 

 

- 

 

- 

 

- 

 

- 

 

- 

 

- 

 

- 
 

- 

 

- 

Depreciation and 
amortisation  

 

- 

 

- 

 

21 

 

8 

 

- 

 

- 

 

- 

 

- 

 

21 8 

Other non-cash segment 
expenses 

 

- 

 

- 

 

- 

 

- 

 

- 

 

- 

 

- 

 

- 
 

- 

 

- 

 

 

 

 

 



MURCHISON HOLDINGS LIMITED AND CONTROLLED ENTITIES 

ABN 52 004 707 260  

 63 

 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 

Note 21: Segment Reporting (cont’d) 

Secondary Reporting — Geographical Segments 

 Segment Revenues for 
External Customers 

Carrying Amount of 
Segment Assets 

Acquisitions of Non-
current Segment 

 2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

Geographical location:       

Australia  3,778 6,267 21,197 15,649 - - 

Hong Kong 7,508 7,735 10,465 10,693 - - 

 11,286 14,002 31,662 26,342 - - 

 

Accounting Policies 

Segment revenues and expenses are those directly attributable to the segments and include any joint revenues 
and expenses where a reasonable basis of location exists. Segment assets include all assets used by a segment 
and consist principally of cash, receivables, inventories, intangibles and property, plant and equipment, net of 
allowances and accumulated depreciation and amortisation. While most such assets can be directly attributed to 
individual segments, the carrying amount of certain assets used jointly by two or more segments is allocated to the 
segments on a reasonable basis. Segment liabilities consist principally of payables, employee benefits, accrued 
expenses, provisions and borrowings. Segment assets and liabilities do not include deferred income taxes.  

 

Intersegmental Transfers 

Segment revenues, expenses and results include transfers between segments. The prices charged on 
intersegmental transactions are the same as those charged for similar goods to parties outside of the economic 
entity at an arm’s length. These transfers are eliminated on consolidation.  

 

Business and Geographical Segments 

Business segments 

- Investments are invested in marketable securities. 

- Stockbroking are provision of share trading services to clients. 

Geographical segments 

The economic entity’s business segments are located in Australia with the Investments & Stockbroking division also 
having operations in the Australia and Hong Kong. 
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 Consolidated Group Parent Entity 

 2009 

$000 

2008 

$000 

2009 

$000 

2008 

$000 

Note 22: Cash Flow Information 

(a) Reconciliation of Cash Flow from Operations with Profit 
from Ordinary Activities after Income Tax 

    

      

 Profit / (Loss) from ordinary activities after income tax 1,910 1,566 (467) 843 

 Non-cash flows in profit / (Loss) from ordinary activities     

  Depreciation 21 18 - - 

 Net gain on acquisition of a subsidiary  - (2,648) - - 

 Net loss on disposal of an associated company 14 - - - 

 Changes in assets and liabilities, net of the effects of 
purchase and disposal of subsidiaries 

    

  Increase/(decrease) in trade and other receivables (1,405) 856 (1,153) (2,105) 

  (Increase)/decrease in trade and others payables  1,558 (2,451) 203 (130) 

  Increase/(decrease) in marketable securities (1,848) (468) - - 

 Net cash inflows / (outflows) from operating activities 250 (3,128) (1,417) (1,392) 

      

(b) Acquisition of Entities     

 During the financial year ended, 30 June 2009, the group did not acquire any equity interest of a company 
except as stated in Note 11(ii). 

 

(c) Non-cash Financing and Investing Activities 

 During the financial year, 1,394,591 options were exercised. 1,394,591 ordinary shares were allotted to option 
holder at $1.00 each. 

  

(d) Non-cash Financing and Investing Activities 

 During the financial year, Quest Marine Resources Ltd issued 47,109,208 shares at $0.2 per share for a total 
considerate of  $9,421,842 to acquire 100% interest in Dalian Jixiang Food Co., Ltd. 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 

Note 23: Share Based Payments 

There are no employee options granted for the year ended 30 June 2009. As there is no conversion of employee 
options in the year ended 30 June 2009, the balance of employee options outstanding as at 30 June 2009 is 
1,580,724. (2008: 1,869,504) 

 Consolidated Group Parent Entity 

 2009 2008 2009 2008 

 Number of 
Options 

Weighted 
Average 
Exercise 

Price 
$ 

Number 
of 

Options 

Weighted 
Average 
Exercise 

Price 
$ 

Number 
of 

Options 

Weighted 
Average 
Exercise 

Price 
$ 

Number of 
Options 

Weighted 
Average 
Exercise 

Price 
$ 

Outstanding at the 
beginning of the 
year  

1,869,504 1.00 1,111,176 1.00 - - - - 

Granted  - - 1,015,566 1.00 - - - - 

Forfeited  (96,818) 1.00 - - - - - - 

Exercised  - - (257,238) 1.00 - - - - 

Expired  (191,962) 1.00 - - - - - - 

Outstanding at year-
end 

1,580,724 - 1,869,504 - - - - - 

Exercisable at year-
end 

1,580,724 - 1,869,504 - - - - - 

 

No options exercised during the year ended 30 June 2009.  

The options outstanding at 30 June 2009 had an exercise price ranging from 1.00 to 1.05 remaining contractual life 
of 1 years. This price was calculated by using a Black-Scholes option pricing model applying the following inputs: 

Exercise price $1.00

Life of the option 1 years 

Underlying share price $1.30

Expected share price volatility 15%

Risk free interest rate 4%

 

Included under employee benefits expense in the income statement is $107,794 (2008 $107,794), and relates, in 
full, to equity-settled share-based payment transactions. 

 

Note 24: Events After the Balance Sheet Date  

Subsequent to the balance sheet date, no event has to be disclosed. 

 

Note 25: Contingent Liabilities and Contingent Assets 

There were no significant contingent liabilities and contingent assets at the year ended 30 June 2009 and 
subsequent to the financial year ended 30 June 2009.   
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Note 26: Related Party Transactions 

During the year, Quest Stockbroker (HK) Limited charged total commission of $45,139 to following associated 
companies for executing various share trades:  

 Consolidated Group Parent Entity 

 2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

(a) Transactions with subsidiary :     

Meredeen Investments Limited 20 52 - - 

Quest Securities Limited 25 55 - - 

 45 107 - - 

     

(b) Outstanding balances in relation to 
transactions with related parties : 

    

Current receivables from:     

Quest Securities Limited 6,754 6,922 3,893 4,084 

Meredeen Investments Limited 1,529 1,273 - - 

Murchison International Limited - - 1,463 972 

Quest Investments Limited - - 2,501 4,350 

Quest Stockbroker (HK) Limited - - - 60 

Quest Investments (HK) Limited - - 1,905 - 

Quest Venture Pty Limited - - 1,133 1,133 

MCS Engines Limited - -   - 513 

 8,283 8,195 10,895 11,112 

     

Current payables to:     

Quest Stockbroker (HK) Limited - - 244 - 

Link Services Technology Ltd 12 - - - 

MQ Services Limited - - 3,940 3,940 

 12 - 4,184 3,940 

     

     

Transactions between related parties are on normal commercial terms and conditions no more favourable than 
those available to other parties unless otherwise stated. 

Other than those above, there were no other related party transaction during the year.  
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 

Note 27: Financial Risk Management 

The Group’s financial instruments consist mainly of deposits with banks, local money market instruments, short-
term investments, accounts receivable and payable, loans to and from subsidiaries, bills, leases, preference 
shares, and derivatives. 

The totals for each category of financial instruments, measured in accordance with AASB 139 as detailed in the 
accounting policies to these financial statements, are as follows: 

  Note Consolidated Group Parent Entity 

   2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

Financial Assets      

Cash and cash equivalents 9 456 1,991 1 33 

Financial assets at fair value through 
profit or loss 

12 418 966 40 89 

— Derivative instruments  - - - - 

— Held for trading  - - - - 

Held-to-maturity investments      

— Fixed interest securities  - - - - 

Loans and receivables 10 18,564 14,828 12,592 12,122 

Available-for-sale financial assets      

— Equity investments 12a 7,930 7,566 17,562 17,049 

   27,368 25,351 30,195 29,293 

Financial Liabilities      

Financial liabilities at amortised cost      

— Trade and other payables 16 3,394 1,836 4,501 4,054 

— Borrowings 17 1,249 2,418 1,011 1,000 

    4,643 4,254 5,512 5,054 

  

Financial Risk Management Policies 

The Risk and Audit Committee (RAC) has been delegated responsibility by the Board of Directors for, amongst 
other issues, monitoring and managing financial risk exposures of the Group.  The RAC has, in turn, established 
a dedicated Financial Risk Management Committee (FRMC) to undertake such responsibilities.  The FRMC 
monitors the Group’s financial risk management policies and exposures and approves financial transactions 
within the scope of its authority. It also reviews the effectiveness of internal controls relating to commodity price 
risk, counter party credit risk, currency risk, financing risk and interest rate risk.  The FRMC meets on a bi-
monthly basis and minutes of the FRMC are reviewed by the Board. 

The FRMC’s overall risk management strategy seeks to assist the consolidated group in meeting its financial 
targets, while minimising potential adverse effects on financial performance. Its functions include the review of 
the use of hedging derivative instruments, credit risk policies and future cash flow requirements. 

Specific Financial Risk Exposures and Management 

The main risks the Group is exposed to through its financial instruments are interest rate risk, foreign currency 
risk, liquidity risk, credit risk, commodity and equity price risk. 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 

Note 27: Financial Risk Management (CONT’) 

a. Interest rate risk 

 Exposure to interest rate risk arises on financial assets and financial liabilities recognised at reporting 
date whereby a future change in interest rates will affect future cash flows or the fair value of fixed rate 
financial instruments. The Group is also exposed to earnings volatility on floating rate instruments.   

 Interest Rate Swaps 

 The group did not any derivative to hedge its investments. 

 At balance date, there is no any outstanding contracts need to be disclosed. 

  

b. Liquidity risk 

 Liquidity risk arises from the possibility that the Group might encounter difficulty in settling its debts or 
otherwise meeting its obligations related to financial liabilities. The Group manages this risk through the 
following mechanisms: 

 • preparing forward looking cash flow analysis in relation to its operational, investing and financing 
activities 

 • using derivatives that are only traded in highly liquid markets 

 • monitoring undrawn credit facilities 

 • obtaining funding from a variety of sources 

 • maintaining a reputable credit profile 

 • managing credit risk related to financial assets 

 • investing only in surplus cash with major financial institutions 

 • comparing the maturity profile of financial liabilities with the realisation profile of financial assets 

 The Group’s policy is to ensure no more than 40% of borrowings should mature in any 12 month period. 

 The tables below reflect an undiscounted contractual maturity analysis for financial liabilities.  Bank 
overdrafts have been deducted in the analysis as management does not consider that there is any 
material risk that the bank will terminate such facilities.  The bank does however maintain the right to 
terminate the facilities without notice and therefore the balances of overdrafts outstanding at year end 
could become repayable within 3-12 months.  Financial guarantee liabilities are treated as payable on 
demand since the Group has no control over the timing of any potential settlement of the liabilities. 

 Cash flows realised from financial assets reflect management’s expectation as to the timing of 
realisation. Actual timing may therefore differ from that disclosed. The timing of cash flows presented in 
the table to settle financial liabilities reflects the earliest contractual settlement dates and does not reflect 
management’s expectations that banking facilities will be rolled forward. 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 

Note 27: Financial Risk Management (CONT’D) 

 Financial liability and financial asset maturity analysis 

 Consolidated Group Within 1 Year 1 to 5 Years 

  2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

 Financial liabilities due for payment     

 Bank overdrafts and loans 1,249 2,418 - - 

 Bills of exchange and promissory notes - - - - 

 Debentures - - - - 

 Redeemable preference shares - - - - 

 Converting preference shares - - - - 

 Trade and other payables (excluding estimated 
annual leave) 

3,394 1,836 - - 

 Amounts payable to related parties - - - - 

 Finance lease liabilities - - - - 

 Financial guarantees - - - - 

 Total contractual outflows 4,643 4,254 - - 

 less bank overdrafts (1,249) (2,418) - - 

 Total expected outflows 3,394 1,836 - - 

      

 Financial assets — cash flows realisable     

 Cash and cash equivalents 456 1,991 - - 

 Trade, term and loans receivables 18,564 14,828 - - 

 Held-for-trading investments 418 966 - - 

 Held-to-maturity investments 7,930 7,566 - - 

 Other investments 10 8 - - 

 Interest rate swaps - - - - 

 Forward exchange contracts — gross settled     

  Contractual inflows - - - - 

  Contractual outflows - - - - 

 Total anticipated inflows 27,378 25,359 - - 

 Net (outflow)/inflow on financial instruments 23,984 23,523 - - 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 

Note 27: Financial Risk Management (CONT’D) 

  Over 5 Years Total 

  2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

 Financial liabilities due for payment     

 Bank overdrafts and loans - - 1,249 2,418 

 Bills of exchange and promissory notes - - - - 

 Debentures - - - - 

 Redeemable preference shares - - - - 

 Converting preference shares - - - - 

 Trade and other payables (excluding estimated 
annual leave)  

- - 3,394 1,836 

 Amounts payable to related parties - - - - 

 Finance lease liabilities - - - - 

 Financial guarantees - - - - 

 Total contractual outflows - - 4,643 4,254 

 less bank overdrafts - - (1,249) (2,418) 

 Total expected outflows - - 3,394 1,836 

      

 Financial assets — cash flows realisable     

 Cash and cash equivalents - - 456 1,991 

 Trade, term and loans receivables - - 18,564 14,828 

 Held-for-trading investments - - 418 966 

 Held-to-maturity investments - - 7,930 7,566 

 Other investments - - 10 8 

 Interest rate swaps - - - - 

 Forward exchange contracts — gross settled     

  Contractual inflows - - - - 

  Contractual outflows - - - - 

 Total anticipated inflows - - 27,378 25,359 

 Net (outflow)/inflow on financial instruments - - 23,984 23,523 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 

Note 27: Financial Risk Management (CONT’D) 

 Parent Entity Within 1 Year 1 to 5 Years 

  2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

 Financial liabilities due for payment     

 Bank overdrafts and loans 1,011 1,000 - - 

 Bills of exchange and promissory notes - - - - 

 Debentures - - - - 

 Redeemable preference shares - - - - 

 Converting preference shares - - - - 

 Trade and other payables (excluding estimated 
annual leave)  

317 4,054 - - 

 Amounts payable to related parties 4,184 - - - 

 Total contractual outflows 5,512 5,054 - - 

 less bank overdrafts (1,011) (1,000) - - 

 Total expected outflows 4,501 4,054 - - 

      

 Financial assets — cash flows realisable     

 Cash and cash equivalents 1 33 - - 

 Trade, term and loans receivables 12,592 12,122 - - 

 Held-to-maturity investments - - 17,562 17,049 

 Other investments 40 89 - - 

 Total anticipated inflows 30,195 29,293 17,562 17,049 

 Net (outflow)/inflow on financial instruments 25,694 25,239 17,562 17,049 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 

Note 27: Financial Risk Management (CONT’D) 

  Over 5 Years Total 

  2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

 Financial liabilities due for payment     

 Bank overdrafts and loans - - 1,011 1,000 

 Bills of exchange and promissory notes - - - - 

 Debentures - - - - 

 Redeemable preference shares - - - - 

 Converting preference shares - - - - 

 Trade and other payables (excluding estimated 
annual leave)  

- - 317 4,054 

 Amounts payable to related parties - - 4,184 - 

 Total contractual outflows - - 5,512 5,054 

 less bank overdrafts - - (1,011) (1,000) 

 Total expected outflows - - 4,501 4,054 

      

 Financial assets — cash flows realisable     

 Cash and cash equivalents - - 1 33 

 Trade, term and loans receivables - - 12,592 12,122 

 Held-to-maturity investments - - 17,562 17,049 

 Other investments - - 40 89 

 Total anticipated inflows - - 30,195 29,293 

 Net (outflow)/inflow on financial instruments - - 25,694 25,239 

      

c. Foreign exchange risk 

 Exposure to foreign exchange risk may result in the fair value or future cash flows of a financial instrument 
fluctuating due to movement in foreign exchange rates of currencies in which the Group holds financial 
instruments which are other than the AUD functional currency of the Group. 

 With instruments being held by overseas operations, fluctuations in US Dollar and HK Dollar on the Group’s 
financial results unless those exposures are appropriately hedged. 

 It is the Group’s policy that hedging, as a percentage of net foreign exchange rate exposure, be maintained 
within FRMC established limits. There are further controls around the cumulative amount of hedging that can 
be undertaken within any 30-day period to avoid pricing concentration risk. 

 Forward exchange contracts 

 The Group has no forward exchange contracts at balance date relating to highly probable forecast 
transactions and recognised financial assets and financial liabilities.  The FRMC has a policy of requiring 
that forward exchange contracts be entered into where future commitments are entered into requiring 
settlement at a time in excess of two months.  Contracts are taken out with terms that reflect the underlying 
settlement terms of the commitment to the maximum extent possible so that hedge ineffectiveness is 
minimised. 

 The following table summarises the notional amounts of the Group’s commitments in relation to forward 
exchange contracts.  The notional amounts do not represent amounts exchanged by the transaction counter 
parties and are therefore not a measure of the exposure of the Group through the use of these contracts.  
The parent entity does not have any contracts in place. 
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Note 27: Financial Risk Management (CONT’D) 

 Forward exchange contracts are measured at fair value with gains and losses taken to the cash flow hedge 
reserve until such time as they are included in the costs of hedged inventory purchases or other asset 
acquisitions. 

d. Credit risk 

 Exposure to credit risk relating to financial assets arises from the potential non-performance by counter 
parties of contract obligations that could lead to a financial loss to the Group. 

 Credit risk is managed through the maintenance of procedures (such procedures include the utilisation of 
systems for the approval, granting and renewal of credit limits, regular monitoring of exposures against such 
limits and monitoring of the financial stability of significant customers and counter parties), ensuring to the 
extent possible, that customers and counter parties to transactions are of sound credit worthiness. Such 
monitoring is used in assessing receivables for impairment. Depending on the division within the Group, 
credit terms are generally 30 to 60 days from the invoice date. 

 Risk is also minimised through investing surplus funds in financial institutions that maintain a high credit 
rating, or in entities that the FRMC has otherwise cleared as being financially sound.  Where the Group is 
unable to ascertain a satisfactory credit risk profile in relation to a customer or counter party, then risk may 
be further managed through title retention clauses over goods or obtaining security by way of personal or 
commercial guarantees over assets of sufficient value which can be claimed against in the event of any 
default. 

 Credit Risk Exposures 

 The maximum exposure to credit risk by class of recognised financial assets at balance date, excluding the 
value of any collateral or other security held, is equivalent to the carrying value and classification of those 
financial assets (net of any provisions) as presented in the balance sheet.  Credit risk also arises through the 
provision of financial guarantees, as approved at Board level, given to parties securing the liabilities of 
certain subsidiaries (refer Note 18 for details). 

 Collateral held by the Group securing receivables are detailed in Note 10: Trade and Other Receivables.   

 The Group has no significant concentration of credit risk with any single counter party or group of counter 
parties.  However, on a geographical basis, the Group has significant credit risk exposures to Australia and 
Hong Kong given the substantial operations in those regions.  Details with respect to credit risk of Trade and 
Other Receivables are provided in Note 10. 

 Trade and other receivables that are neither past due or impaired are considered to be of high credit quality.  
Aggregates of such amounts are as detailed at Note 10.   

  

 Note Consolidated Group Parent Entity 

  2009 
$000 

2008 
$000 

2009 
$000 

2008 
$000 

Cash and cash equivalents 9 456 1,991 1 33 

Held-to-maturity securities 12 7,930 7,566 17,562 17,049 

 . 

e. Price risk 

 Price risk relates to the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in market prices largely due to demand and supply factors for commodities. 

 The Group is exposed to securities price risk on investments held for trading or for medium to longer terms. 
Such risk is managed through diversification of investments across industries and geographic location. 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 

Note 27: Financial Risk Management (CONT’D) 

 Net Fair Values 

 Fair value estimation 

 The fair values of financial assets and financial liabilities are presented in the following table and can be 
compared to their carrying values as presented in the balance sheet.  Fair values are those amounts at 
which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in an arm’s 
length transaction.   

 Fair values derived may be based on information that is estimated or subject to judgment, where changes in 
assumptions may have a material impact on the amounts estimated.  Areas of judgment and the 
assumptions have been detailed below.  Where possible, valuation information used to calculate fair value is 
extracted from the market, with more reliable information available from markets that are actively traded.  In 
this regard, fair values for listed securities are obtained from quoted market bid prices.  Where securities are 
unlisted and no market quotes are available, fair value is obtained using discounted cash flow analysis and 
other valuation techniques commonly used by market participants.   

 Differences between fair values and carrying values of financial instruments with fixed interest rates are due 
to the change in discount rates being applied by the market since their initial recognition by the Group.  Most 
of these instruments which are carried at amortised cost (ie term receivables, held-to-maturity assets and 
loan liabilities) are to be held until maturity and therefore the net fair value figures calculated bear little 
relevance to the Group.   

 Consolidated Group Footnote 2009 2008 

   Net Carrying 
Value 

Net Fair Value Net Carrying 
Value 

Net Fair Value 

   $000 $000 $000 $000 

 Financial assets      

 Cash and cash equivalents (i) 456 456 1,991 1,991 

 Trade and other receivables (i) 18,564 18,564 14,828 14,828 

 Terms receivables (ii) - - - - 

 Loans and advances – related 
parties 

(iii) - - - - 

 Investments – available-for-sales (iv) 418 418 966 966 

 Investments – held-for-trading (iv) 10 10 8 8 

 Investments – held-for-maturity (v) 7,930 7,930 7,566 7,566 

 Derivatives - hedging (vi) - - - - 

 Total financial assets  27,378 27,378 25,359 25,359 

       

 Financial liabilities      

 Trade and other payables (i) 3,394 3,394 1,836 1,836 

 Debentures (vii) - - - - 

 Bill of exchange and promissory 
notes 

(vii) - - - - 

 Lease liability (viii) - - - - 

 Preference shares (viii) - - - - 

 Bank debt (viii) 1,249 1,249 2,418 2,418 

 Total financial liabilities  4,643 4,643 4,254 4,254 
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Note 27: Financial Risk Management (CONT’D) 

 Parent Entity Footnote 2009 2008 

   Net Carrying 
Value 

Net Fair Value Net Carrying 
Value 

Net Fair Value 

   $000 $000 $000 $000 

 Financial assets      

 Cash and cash equivalents (i) 1 1 33 33 

 Trade and other receivables (i) 12,592 12,592 12,122 12,122 

 Loans and advances – related 
parties 

(iii) - - - - 

 Investments – available-for-sales (iv) 40 40 89 89 

 Investments – held-for-trading (iv) - - - - 

 Total financial assets  12,633 12,633 12,244 12,244 

       

 Financial liabilities      

 Trade and other payables (i) 4,501 4,501 4,054 4,054 

 Debentures (vii) - - - - 

 Bill of exchange and promissory 
notes 

(vii) - - - - 

 Preference shares (viii) - - - - 

 Bank debt (viii) 1,011 1,011 1,000 1,000 

 Total financial liabilities  5,512 5,512 5,054 5,054 

       

 The fair values disclosed in the above table have been determined based on the following methodologies: 

 (i) Cash and cash equivalents, trade and other receivables and trade and other payables are short-term 
instruments in nature whose carrying value is equivalent to fair value.  Trade and other payables 
exclude amounts provided for relating to annual leave which is not considered a financial instrument. 

 (ii) Term receivables generally reprice to a market interest rate every 6 months, and fair value therefore 
approximates carrying value. 

 (iii) Discounted cash flow models are used to determine the fair values of loans and advances.  Discount 
rates used on the calculations are based on interest rates existing at reporting date for similar types 
of loans and advances.  Differences between fair values and carrying values largely represent 
movements of the effective interest rate determined on initial recognition and current market rates.    

 (iv) For listed available-for-sale and held-for-trading financial assets, closing quoted bid prices at 
reporting date are used.  The directors have determined that the fair values of unlisted available-for-
sale financial assets cannot be reliably measured as variability in the range of reasonable fair value 
estimates is significant.  Consequently, such assets are recognised at cost and their fair values have 
also been stated at cost in the table above. There is no active market for these investments, and 
there is no present intention to dispose of such investments. 

 (v) Fair values of held-to-maturity investments are based on quoted market prices at reporting date.   

 (vi) Quoted market prices at reporting date are used as well as valuation techniques incorporating 
observable market data relevant to the hedged position. 

 (vii) Discounted cash flow models are used that incorporate a yield curve appropriate to the remaining 
maturity of the debenture, bill or promissory note. 

 (viii) Fair values are determined using a discounted cash flow model incorporating current commercial 
borrowing rates.  The fair values of fixed rate bank debt will differ to the carrying values. 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 

Note 27: Financial Risk Management (CONT’D) 

 Sensitivity Analysis 

 The following table illustrates sensitivities to the Group’s exposures to changes in interest rates, exchange 
rates and commodity and equity prices. The table indicates the impact on how profit and equity values 
reported at balance date would have been affected by changes in the relevant risk variable that 
management considers to be reasonably possible. These sensitivities assume that the movement in a 
particular variable is independent of other variables. 

    

  Consolidated Group Parent Entity 

 Year Ended 30 June 2009 Profit Equity Profit Equity 

  $000 $000 $000 $000 

 +/-1in interest rates (52) (61) (19) (19) 

 +/-1 in $A/$US 915 375 - - 

      

  Consolidated Group Parent Entity 

 Year Ended 30 June 2008 Profit Equity Profit Equity 

  $000 $000 $000 $000 

 +/-1in interest rates 5 (35) (1) (2) 

 +/-1 in $A/$US 1,072 630 - - 

   

 

Note 28: Company Details 

The registered office of the company is: 

Murchison Holdings Limited  

Level 2, 11 Queens Road, Melbourne VIC 3004, Australia  

The principal places of business are: 

 Quest Stockbrokers (HK) Ltd 

 — Room201, 2/F, Chinaweal Centre 414-424, Jaffe Road, Wanchai, Hong Kong 

 Murchison International Limited 

 — Room202, 2/F, Chinaweal Centre 414-424, Jaffe Road, Wanchai, Hong Kong 
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DIRECTORS’ DECLARATION 

The directors of the company declare that : 

1. The financial statements and notes and remuneration disclosures that are detailed within the remuneration 
report in the directors’ report, are in accordance with the Corporations Act 2001 and: 

 (a) Comply with Accounting Standards and the Corporations Regulations 2001; and 

 (b) Give a true and fair view of the financial position as at 30 June 2009 and of the performance for the 
year ended on that date of the company and consolidated group; 

2. The Chief Executive Officer and Chief Finance Officer have declared that: 

 (a) The financial records of the company for the financial year have been properly maintained in 
accordance with section 286 of the Corporations Act 2001; 

 (b) The financial statements and notes for the financial year comply with the Accounting Standards; and 

 (c) The financial statements and notes for the financial year give a true and fair view. 

3. In the directors’ opinion there are reasonable grounds to believe that the company will be able to pay its 
debts as and when they become due and payable. 

 This declaration is made in accordance with a resolution of the Board of Directors. 

   

   

   

   

   

Director 

  

  Wee Tiong Chiang 

   

 

Dated the 30th September 2009 
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STOCK EXCHANGE REQUIREMENTS 

 

Additional information required by the Australian Stock Exchange Limited and not shown elsewhere in this report 
is as follows: 

 

A. Shareholder information  

The shareholder information set out below was applicable as at 30 June 2009. 

(a) Distribution of equity securities 

Analysis of numbers of shareholders by size of holding 

 

Substantial Shareholders Number Percentage

 

Jondara Pty Ltd                    7,202,094 35.67

Quest Stockbrokers (HK) Ltd <Client A/C>                    3,769,697 18.67

Mr Bob Lian                    3,000,000 14.86

Laviston Pty Ltd                       893,500 4.43

                 14,865,291 73.63

 

   No. of shareholders 

Distribution 1 - 1,000 1,669 

 1,001 - 5,000 78 

 5,001 - 10,000 27 

 10,001 - 100,000 55 

 100,001 - and over 22 

Total    1,851 

 

(b) Holding less than a marketable 
parcel 

   

1,631 

(c) The percentage of the total 
holding of the twenty largest holders 
over total issued share capital 

   

88.11 

 

(d) The voting rights by or on behalf
of members at a company meeting 
shall on a show of hands be one 
vote and upon a poll the exercise of 
one vote of each ordinary share held 
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   STOCK EXCHANGE REQUIREMENTS 

  

 B. 20 Largest Shareholders 

  

 The names of the twenty largest holders of ordinary shares are listed below: 

  

   Ordinary shares fully paid % of issued shares * 

 Jondara Pty Ltd                    7,202,094  35.67 

 Quest Stockbrokers (HK) Ltd <Client A/C>                    3,769,697  18.67 

 Mr Bob Lian                    3,000,000  14.86 

 Laviston Pty Ltd                       893,500  4.43 

 National Nominees Ltd                       347,672  1.72 

 Wellbuild International Ltd                       346,540  1.72 

 Optex Exchange Pty Ltd <David Sutton Super Fund A/C>                       336,863  1.67 

 Star Bloom Investment Ltd                       250,000  1.24 

 HSBC Custody Nominees (Australia) Ltd                       237,670  1.18 

 Gek Huang Tan                       202,000  1.00 

 Fook Choon Lee                       180,000  0.89 

 Karela Giselle Pty Ltd                       162,000  0.80 

 Ms Jemima Sim + Mr Gino Abate <Sim Superannuation 
Fund A/C> 

                      155,346  0.77 

 DBS Vickers Securities (Singapore) Pte Ltd <Client A/C>                       145,000  0.72 

 Paulon Assets Ltd                       141,000  0.70 

 ANZ Nominees Ltd <Cash Income A/C>                       125,600  0.62 

 Mr Richard George Holmes                       115,000  0.57 

 Pennfield Pty Ltd <Ansaldi Super Fund A/C>                       100,000  0.50 

 Chee Kum Lai                         90,000  0.45 

 Mr John Michael Evans                         80,000  0.40 

                  17,879,982  88.58 

    

 * Expressed as a percentage of 20,190,604 total issued ordinary shares fully paid 

 
 

 

 

 
 
 
 
 
 
 
 

 


