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APPENDIX 4E

PRELIMINARY FINAL REPORT

MESBON CHINA NYLON LIMITED

ABN 77 123178 852

Report for the Year Ended 31 December 2009
(Previous Corresponding Period is for the year ended 31 December 2008)

The report is based on accounts which are in the process of audit review and
ich is not yet complete.

The company is not aware of any dispute or qualification which would have a
material impact on the results represented within these accounts.

Mesbon China Nylon Limited was incorporated in Australia on 18 December
2006. It acquired the trading operations of Meibang International Holding Limited
in November 2007.

Mesbon was founded in 2002 by by Mr Zhehao Shen, a civil engineer with 20
years experience in textile manufacturing. Mr Shen anticipated the emergence
of nylon yarn, especially high quality nyton textile yarn, as a fundamental product
for use by the China textile and apparel industries. Within a short period,
Mesbon has emerged as one of the five largest nylon textile yarn manufacturers
in China, and the largest in Zhejiang Province, based on production capacity.
Mesbon's production facility is ideally located in Xiaoshan District, Hangzhou
City, Zhejiang Province, within the heart of the textile manufacturing base in
East China.
Mesbon's production capacity has grown from 20,000 tonnes per annum in
2004,1o 45,000 tonnes currentlv.



RESULTS FOR ANNOUNCEMENT TO THE MARKET

Key Financial Summary Consolidated Group

31 December

2009

$

31 December % Change

2008

$

Revenues from ordinary activities

Cost of Sales

Gross Profit

Other lncome

Distribution Costs

General and Administration costs

Finance Costs

Equity based Remuneration Expense

Profit from ordinary activities

lncome tax expense relating to ordinary activities

Net Profit attributable to members of the parent entity

Net Tangible Assets

127,415,868 102,728,680 24.03%
(117,011,634) (98,663,429)'r8.60%

10,404,234

664,740

(780,841)

(3,887,814)

(3,600,358)

4,065,251 155.93%

3,442,801 -80.69%

(680,694) 14.71o/o

(2,840,706) 36.86%

(3,302,221) 9.03%

2,799,961 684,431 309.09%

(e2,823) (s2,823], 0.00%

2,707 ,138 591,608 357.59%

December2009 December2008

Net tangible asset backing per ordinary security 31.70 cents 37.71 cents

Dividends

The directors have declared a final dividend of one half of one cent ($0.005) per share, (2008: nil).
The dividend will be shown as conduit foreign income and is unfranked. The record date for the
purpose of deiermining eligibility for the dividend will be 7 April 2010. The company's Dividend
Reinvestment Plan (DRP) will be in Dlace for this dividend. The election date for the DRP wlll be 7
April 2010 with a payment date of 12May 2010. Shares issued underthe DRP will be at a 5%
discount to the volume weighted average sale price per share of all shares sold in the ordinary
course of trading on the ASX in the five trading days up to and including the Record Date for the
dividend.



Commentary on Results

2009 has seen a significant improvement in results for the company compared with 2008. The
core business of the company is in China and the sales and profit results, when expressed in the
currency in use for a high proportion of its operations, shows a strong rebound from the
difficulties of 2008.

Using the functional currency basjs, (Chinese Renmimbi (RMB)), sales improved from RMB
584,336,533 to RMB701 ,523,408, an increase of 20.05%.

Units of sales (kg) in 2009 increased by 42.15o/o relative to 2008, offset by a 16.20% decrease in
average sales pnces.

Reduced sales prices and gross margins experienced in early 2009 improved as the year
progressed through to September 2009. lncreasing raw material costs in the second half of 2009
resulted in reduced November and December gross margins of approximately 4.90%.

Using the reporting currency basis, (Australian dollars (AUD)), sales revenue improved from
AUD102,728,680 in 2008 to AUD127,415,868 in 2009, a 24.03% increase retative to 2008.
Gross margin increased from 3.96% in 2008 to 8.17% in 2009 resulting in a gross profit of
4UD10,404,234 (2008: AUD4,065,251 ).

General and administration costs increased from AUD2,840,706 in 2008 to AUD3,887,814 in
2009 reflecting the first time depreciation on the Phase 3 production facility of AUD'1,581,003.

Short term loans of AU D46,401,022 (RM8282,416,448) at 31 December 2009 compared to
AUD50,596,605 (RMB238,101 ,671) at 31 December 2008 has resulted in an increase in flnance
costs.

Net profit after income tax increased to AUD2,707,138 (2008: AUD591,608.

Outlook for 2010

With the global economy showing signs of stability and recovery, Mesbon is expecting a positive
year for the sale of its products. The move towards premium product will continue and should
provide improved margins overall during the year than were achieved during the latter part of
2009.

By August 2009, the fjnal production lines in the Phase 3 development were commissioned and
all lines are operating at optimum capacity. The Phase 3 development has fulfilled the
company's expectations and the resultant economies of scale have been a significant contributor
to the increase in the gross margin during the year.

Demand both locally and in the export arena continue to strengthen since 2008 and js expected
to continue. This will allow the company to move into new and premium product segments and to
broaden its geographic markets to new markets such as Fujian and Guangzhou, with hjgher
selling prices and gross profits.

China is emerging from the shadow of the global financial crisis and it is anticipated that the
worst of this crisis is now over for Mesbon. The Company is confident to move forward through
2010. The Company continues to look for groMh, including Merger & Acquisition opportunities.



Mesbon China Nylon Limited

Statement of Comprehensive Income
For the Year Ended 31 December 2009

Note

Consolidated Group

2009 2008

l

102,728,680

(117,011,634) (98,663,429)

Parent Entity

2009 2008

$$

127,415,868Revenue from operating activities

Cost of goods sold

Gross profit

Other income

Distribution costs

General and administration costs

Finance costs

Profit before income tax expense

Income tax expense

Profit for the year from continuing operations

Profit attributable to members of the parent entity

Other comprehensive income

Exchange differences on translating foreign
operatrons

Total comprehensive income,/(loss) for the year

Earnings per share for profit from continuing
ooerations:
Basic earnings per share

Diluted earnings per share

(3,600,358) (3,302,221\

2,799,961 644,431

(92,823) (92,823)

2,707,138 591,608

2

2

2

2

2

2

10,404,234

664,740

(780,841)

(3,887,814)

4,065,25'l

3,442,801

(680,694)

(2,84O,706)

3,323,801

(294,500)

4,434,226

(308,262)

3,029,301

(92,823)

2,936,478

4.125,964

(92,823)

4,O33,141

2,707,138 591,608 2,936,478 4,O33,'141

(10,672,646) 1'1,863,504

(7,965,508) '12,455,112 2,936,478 4,033,141

2.04 cents

2.04 cents

0.46 cents

0.45 cents

The accompanying notes form part of the above statement of comprehensive income.



Mesbon China Nylon Limited
Statement of Financial Position

as at 31 December 2009

Consolidated Group
2009 2008

Parent Entity
2009 2008

D

165,527

27 ,186

u

I 24,116,119
9 19,766,403
10 26,478,708
11 19,915,998
't2 176,662

14 40,270,591

16
3 278,469

$

42,343,680
'15,080,895
't7 ,514,997
15,556,416

1,157 ,946

54,135,534

371,2g;

4,573,238
33,948,330

17,662,744
19,447 ,584

24Q,821
1,253,911-

24,721

CURRENT ASSETS
Cash and cash equivalents
Trade and other receivables
Inventories
Notes receivable
Prepayments
Current tax assets
TOTAL CURRENT ASSETS

NON-CURRENT ASSETS
Property, plant & equipment
Trade and other receivables
FinancialAssets
Deferred tax asset
TOTAL NON-CURRENT ASSETS
TOTAL ASSETS

CURRENT LIABILITIES
Trade and other payables
Notes payable
Financial Liabilities
TOTAL CURRENT LIABILITIES

TOTAL LIABILfNES
NET ASSETS

EQUITY
lssued capital
Reserves
Retained earnings
TOTAL EQUITY

405,750 402,604
90,859,640 92,056,538 192,713 1,519,453

278 ,469 37 1 ,292
38,800,037 37 ,481,620
38,992.750 39.001.073

25,363 33,68617
18
19

20

24

19,982,034 5,602,607
23,002,000 40,375,000
46,401,O22 50,596,605

89,385,056 96.574.212
42,023,644 49,989,152

28,334,616 28,334,616
789,612 11,462,258

12,899,416 10J92278
42,023,644 49,989,'152

The accompanying notes form part of the above statement of financial position.

89,385,056 96,574.212 25,363 33,686

25,363 33,686

___99p9ZJ9Z ___!gpgziqz

34,384,482 37,320,960
870,393 870,393

3,712,512 776,0

__ {€92,9!Z ___!9p92&Z

131,408,700 146,563,364



Mesbon China Nylon Limited

Statement of Changes in Equity
For the Year Ended 31 December 2009

Consolidated Group

Balance at 31 December 2007
Total comprehensive income for the period
Shares issued during the period
Dividends paid or provided for
Balance at 31 December 2008
Total comprehensive income for the period
Balance at 31 December 2009

Parent Entity

Balance at 31 December 2007
Total comprehensive income for the period
Shares issued pursuant to DRP
Unissued performance rights lapsed
Dividends oaid
Balance at 31 December 2008
Total comprehensive income for the period
Unissued performance rights lapsed
Balance at 3l December 2009

lssu€d
capital

$

Retained
Earnings

$

Share
Optio$

Reserve

Foreign
Currency

Translation
Reserve Total

141 't.27'.l

Issued
Capital

$

591,608

Retained
Earnings

$

540
192

-_ 11,863,704_

Foreign
Share Currency
Option Translation
Reserve Reserve

12,455,312
827 ,572

Total
$

37,961,532 (7',t6,7011 870,393 - 38,',t15,224
- 4,033,141 4,033,141

827 ,581
(1,468,153)

- 827 ,581
- (1,468,153)

(2,540.406) (2.q4qlQql

The accompanying notes form part of the above statement of changes in equity.

37,320,960 776,034 870,393 - 38,967,387
- 2,936,478 2,936,478



Mesbon China Nylon Limited

Statement of Cash Flows
For the Year Ended 3'1 December 2009

Note
Consolidated Group
2009 2008

Parent Entity
2009 2008

$
Cash Flows From Operating Activities:
Receipts from customers
Payments to suppliers and employees
Interest received
Finance costs
Taxes paid

Net cash provided by/(used in) operating activities

Cash Flows from Investing Activities:
Proceeds - sale of property, plant & equipment
Payment for property, plant and equipment

Net cash provided by/(used in) investing activities

Cash Flows From Financing Activities:
Proceeds of borowings
Repayment of borrowings
Dividends paid
Loans from subsidiaries

Net cash provided by,/(used in) financing activities

Net increase/(decrease) in cash
Cash at the beginning of the financial year
Effect of exchange rate changes on the balances of
cash held in foreign currencies atlhe beginfling ofthe
financialyear
Cash at the end ofthe financialyear

112,207,505
(128,654 ,992)

3,772,6Aa
(3,536,529)

(405,751)

(16,617,079)

(1,693,075)

(r,693,075)

112,910,165
(104,s86,964)

D

88,553.727
(72,337,45O')

746,952
(3,275,078)

(4O2,604)

13,285,547

724,246
(26,268,753)

(25,544,5071

71,127,289
(59,350,198)
(1,712,834)

1,811,827
(465,855)(425,557)

263

(425,2941 1,345,972

(1,712,834)
350,000

350,000 (,1,712,83418,323,20,1 10,064,257

(9,986,953) (2,194,7O3)
42,343,680 32,9A2,025

The accompanying notes form part of the above statement of cash flows.

(75,294)
240,421

(366,862)
607,683

______l!!.93I_ -_______240,821_



Notes to the Financial Statements
For the Financial Year ended 31 December 2009

Note 1 - STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Preparation

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

The financial report includes the consolidated financial statements and notes of l\ilesbon China
Nylon Limited and controlled entities (the Group), and the separate financial statements and notes of
Mesbon China Nylon Limited as an individual parent entity. Mesbon China Nylon Limited is a listed
public company, incorporated and domiciled in Australia.

Australian Accounting Standards set out accounting policies that the AASB has concluded would
result in a financial report containing relevant and reliabie 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 Reporting Standards. lvlaterial
accounting policies adopted in the preparation of this financial report are presented below.

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.

The consolidated financial statements are presented in currency (AUD), which is also the functional
currency of Mesbon China Nylon Limited.

Accounting Standards not Previously Applied

The Group has adopted the following new and revised Australian accounting Standards issued by
the AASB which are mandatory to apply to the current financial year. Disclosures required by these
Standards that are deemed matedal have been included in this financial report on the basis that they
represent a signiflcant change in information from that previously made available.

Presentation of Financial Statements

AASB 101 prescribes the content and structure of the Rnancial statements. Changes reflected in this
financial report include:

- the replacement of lncome Statement with Statement of Comprehensive Income. ltems of
income and expense not recognised in profit and loss are now disclosed as components of
'other comprehensive income'. In this regard, such items are no longer reflected as equity
movements in the Statement of Changes in Equity;

- the adoption of theseparate income statemenusingle statement approach to the presentation
of the Statement of Comprehensive Income; and

- other financial statements are renamed in accordance wilh this Standard.



Notes to the Financial Statements
For the Financial Year ended 31 December 2009

Note 'l (Cont)

Accounting Policies

Two comparative periods are presented for the statement of financial position when the group:
- Applies an accounting policy reirospectively,
- Makes a retrospective restatement of items in its financial statements. or
- Reclassifies items in the financial statements.

We have determined that only one comparative period for the statement of financial position was
required for the current reporting period as the applicatjon of the new accounting standards have
had no material impact on the previously presentad primary financial statements that were
presented in the prior year financial statements.

(a) Principles of Consolidation

A controlled entity is any entity over which Mesbon China Nylon 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 14 to the financial statements. All controlled entities
have a December financial year end.

As at the reporting date, the assets and liabilitjes 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 gained (ceased).

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

lnvestments in subsidiaries are accounted for at cost in the individual financial statements of
Mesbon China Nylon Limited.

(b) Income Tax

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 are 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 authorities.

Deferred income tax expense reflects movements in deferred tax asset and deferred tax ljabilitv
balances during the year as well as unused tax losses.

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 crediied or charged direcfly to equity.



Notes to the Financial Statements
For the Financial Year ended 3'l December 2009

Note 1 (Cont)

Deferred tax assets and liabilities are recognised for all temporary differences, between carrying
amounts of assets and liabilities for Rnancial reporting purposes and their respective tax bases, at
the tax rates expected to apply when the assets are recovered or liabilities settled, based on those
tax rates which are enacted or substantively enacted for each jurisdiction. Exceptions are made for
certain temporary differences arising on initial recognition of an asset or a liability if they arose in a
transaction, other than a business combination, that at the time of the transaction did not affect
either accounting profit or taxable profit.

Deferred income tax assets are recognised to lhe extent that it is probable that future tax profits will
be available against which the benefits of the deferred tax asset can be utilised.

The amount of benefits brought to account or which may be realised in the future is based on the
assumption that no adverse change will occur in income taxation legislation and the anticipation
that the Group will derive sutficient future assessable income to enable the benefit to be realised
and comply with the conditions of deductibility imposed by the Iaw.

(c) lncorporation

The Company was incorporated on 18 December 2006.

(d) Revenue Recognition

Revenue is measured at the fair value of the consideration received or receivable. Amounts
disclosed as revenue are net of returns, trade allowances and amounts collected on behalf of third
parties. Revenue is recognised for the major business activities as follows:

- Sale of goods - on delivery ofthe goods to the customer; and
- lnterest - on a time propo(ional basis taking into account the interest rates applicable to the
financial assets.

All revenue is stated net of the amount of goods and service tax (GST).

(e) Business Combination

The purchase method of accounting is used to account for all business combinations, including
business combinations involving entities or businesses under common control, regardless of
whether equity instruments or other assets are acquired. Cost is measured as the fair value of the
assets given, shares issued or liabilities incurred or assumed at the date of exchange plus costs
directly attributable to the acquisition. Where equity instruments are issued in an acquisition, the
fair value of the instruments is their published market price as at the date of exchange unless, in
rare circumstances, it can be demonstrated lhat the published price at the date of exchange is an
unreliable indicator of fair value and that other evidence and valuation methods provide a more
reliable measure of fair value. Transaction costs arising on the issue of equity instruments are
r€cognised difectly in equity.



Notes to the Financial Statements
For the Financial Year ended 31 December 2009

Note 1 (Cont)

ldentifiable assets acquired and liabilities and contingent liabilities assumed in a business
combination are measured initially at their fair values at the acquisition date, irrespective of the
extent of any minority interest. The excess of the cost of acquisition over the fair value of the
Group's share of the identifiable net assets acquired is recorded as goodwill. lf the cost of
acquisition is less than the GrouD's share of the fair value of the identifiable net assets of the
subsidiary acquired, the difference is recognised directly in the income statement, bul only after a
reassessment of the identification and measurement of the net assets acquired.

Reverse acquisilions, where the cosi of the business combination is deemed to have been incurred
by the legal subsidiary (ie the acquirer for accounting purposes) in the form of equity instruments
issued to the owners of the legal parent (ie the acquiree for accounting purposes), are accounted
for using AASB 3 Business Combinations. The method calculates the fair value of the instruments
issued by the legal parent on the basis of the fair value of existing instruments in the legal
subsidiary.

(f) lmpairment 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. lf such an
indication exists, the recoverable amount oi 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 recoverabte amount is expensed to lhe income statement.

lmpairment 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-oeneratino unit to which the asset belonos.

(g) Cash and Cash Equivalents

For statements of cash flow presentation purposes, cash and cash equivalents includes cash on
hand, deposits held at call with financial institutions, other short-term, highly liquid investments with
original maturities of three months or less that are readily convertible to known amounts of cash
and which are subject to an insignificant risk of changes in value, and bank overdrafts.

(h) Inventories

Inventories are measured at the lower of cost and net realisable value. Cost is determined on a
first-in first-out basis. The cost of manufactured products includes direct materials, direct labour
and an appropriate proportion of variable and fixed overheads. Overheads are applied on the basis
of normal operating capacity.

Allowance is made, where necessary, for obsolete, slow-moving and defective inventories in
arriving at the net realisable value. Net realisable value is the estimated selling price in the
ordinary course of business less the estimated costs necessary to make the sale.



Notes to the Financial Statements
For the Financial Year ended 31 December 2009

Note 1 (Cont)

(i) Trade Receivables

Trade receivables are recognised initially at fair value and subsequently measured at amortised
cost. less orovision for doubtful debts.

Collectibility of trade receivables is reviewed on an ongoing basis. Debts which are known to be
uncollectible are written off. A provision for doubtful receivables is established where there is
ob.iective evidence that the Group will not be able to collect all amounts due according to the
original terms of receivables.

0) Financial Instruments

Recognition

Financial instruments, incorporating Jinancial 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
conventron.

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

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 etfective inlerest rate method.

H e I d-to- mat u rity i nvestmenfs

Held{o-maturity inveslments are non-derivative flnancial assets that have fixed maturities and
flxed or determinable payments and it is the group's intention to hold these investments to
maturity. Any held-to-maturity investments held by the group are subsequently measured at
amortised cost using the effective interest rate method.

Financial liabilities

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

lmpairment

At each reporting date, the group assesses whether there is objective evidence that a financial
instrument has been impaired. lmpairment losses are recognised in the Statement of
Comprehensive lncome.

(k) Propedy, Plant & Equipment

Each class of property, plant and equipment is carried at cost or fair value less, where applicable,
any accumulated depreciation and impairment losses.



Notes to the Financial Statements
For the Financial Year ended 31 December 2009

Note I (Cont)

Property, Plant and equipment is measured on the cost basis.

The canying amount of property, ptafit 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 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 witl
flow to the group and the cost of the item can be measured reliably. All other repairs and
maintenance costs are charged to the income statement during the financial period in which they
are rncurred.

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 their useful lives 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

Buildings 5o/o

Land use rights 2%
Plant & Equipment 10-20%
Motor Vehicles 20o/o

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.

Gains and losses on disposals are determined by comparing proceeds with the carrying amount.
These gains and losses are included in the Statement of Comprehensive lncome. When revalued
assets are sold, amounts included in the revaluation reserve relating to that asset are transferred to
retained earnings.

(l) Trade and Other Payables

Trade and other payables amounts represent liabilities for goods and services provided to the
consolidate group prio. to the end of financial year which are unpaid. The amounts are unsecured
and are usually paid within 30 days of recognition.



Notes to the Financial Statements
For the Financial Year ended 31 December 2009

Note 1 (Cont)

(m) Borrowing Costs

Borrowing costs directly attributable to the acquisition, construction 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 sate.

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

(n) lssued Capital

Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares and options are shown in equity as
a deduction, net of tax, from the proceeds. Incremental costs directly aftributable to the issue of
new shares or options for the acquisition of a business are not included in the cost of the acquisition
as part of the purchase consideralion.

(0) 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 presentation currency.

Tnnsactions and balances

Foreign currency transactions are translated into functional currency using the exchange rates
prevailing at the date of ttle transaction. Foreign currency monetary items are translated at the year-
end exchange rate. Non-monetary items 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 Statement
of Comprehensive Income, excepl 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
ditference is recognised in the Statement of Comprehensive Income.

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:



Notes to the Financial Statements
For the Financial Year ended 31 December 2009

Note 1 (Cont)

- 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 earnings are translated at the exchange rate prevailing at the dete of the transaction.

Exchange differences arising on the translation of non-monetary items are recognised direcfly in
equity to the extent that the gain or loss is direcfly recognised in equity, otherwise the exchange
difference is recognised in the Statement of Comprehensive Income.

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 earnings are translated at the exchange rate prevailing at the date of the transaction.

Exchange differences arising on translation of foreEn operations are transfened direcfly to the
group's foreign currency translation reserve in the Statement of Financial position. These
differences are recognised in the Statement of Comprehensive Income in the period in which the
operation is disposed.

(p) Employee beneflts

Provision is made for the company's liability for employee benefits arising from services rendered by
employees to balance date. Employee benefits lhat are expected to be set ed within one year have
been measured at the amounts expected to be paid when the liability is setfled, plus related on-
costs. Employee benefits payable later than one year have been measured at the present value of
the estimated future cash oumows for those benefits.

Equ ity settled compensation
The group operates an employee option plan. The fair valu€ 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 the market bid price.
The fair value of options is ascertained using a Black-scholes pricing model which incorporates all
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 lhat eventually vest.

(q) Critical Accounting Estimates and Judgements

The directors evaluate estimates and judgements 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.



Notes to the Financial Statements
For the Financial Year ended 31 December 2009

Note 1 (Cont)

Key Estimates - lmpairment
The group assesses impairment at each reporting date by evaluating conditions +ecific 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.

(r) Other Taxes

Revenues, expenses and assets are recognised net of the amount of GST and VAT except:

- when the GST or VAT incurred on a purchase of goods and services is not recoverable from the
taxation authority, in which case the GST or VAT is recognised as part of the cost of acquisition of
the asset or as part of the expense items as applicable, and

Receivables and payables are stated inclusive of the amount of GST /AT.

The net amount of GST or VAT recoverable from, or payable to, the taxation authority is included
as part of receivables or payables in the Statement of Financial Position.

Cash flows are presented in the Statement of Cash Flows on a gross basis and the GST and VAT
component of cash flows arising from investing and financing activities, which is recoverable from,
or payable to, the taxation authority are classified as operating cash flows.

Commitments and contingencies are disclosed n€t of the arxount of GST and VAT recoverable
from or payable to the taxation authority.

(s) Comparative figures

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

(t) Earnings per Share

(i) Basic earnings per share
Basic earnings per share is calcufated by dividing the profit attributable to equity holders of the
company, excluding any costs of servicing equity other than ordinary shares, by the weighted
average number of ordinary shares outstanding during the financial year, adjusted for bonus
elements in ordinary shares issued during the year.

(ii) Diluted earnings per share
Diluted earnings per share ad.iusts the figures used in the determination of basic earnings per
share to take into account the after income tax etfect of interest and other financing costs
associated with dilutive potential ordinary shares and the weighted average number of shares
assumed to have been issued for no consideration in relation to dilutive Dotential ordinarv shares.



Notes to the Financial StatBments
For the Financial Year ended 31 December 2009

Note I (Cont)

(u) Changes in Accounting Policy

The following Australian Accounting Standards have been issued or amended and are applicable to the parent and consolidated group but are not yet
effective. They have not been adopted in the preparation of the financial statements at reporting date.

New / rovisgd Superseded Explanation ofamendments E tective dats (i.€. annual Example dlsclosure of Rolatsd pronouncement Likely lmpact
.eporting periods ending impact of new atandard which musi be early adoptedptonouncoment pronouncemont
on or aftsr) on the financial rcport (if if lhis atandard is early

atandard is not eally adoptod
adoptedl

Accounting Standards

AASB 1 Flrsl tme sdopton of MSB 1 First Time adoption Structure of the standaro nas
Australian Accounting of Auskalian Equivalenls to been amended for ease of use.
Sfardafds (May 2009) - International Financial
'MSB 1R"

30-Jun-10 As this is nol the lirst year None
of Adoption of lFRSS,

these amendments will not
have any impacl on the

No impact for
entities who

transitioned toRepoding Standards (June

AASB3 Busines6 AASB 3 Eusiness AASB 3R amends howentities Business combinalions As the entity has nol been AASB127 (March 2008) Signiicant
Combinations (March 2008) - Combinations (April 2007) accounl for business occurring on or after an a party to a business
"AASB 3R' combinatigns and changes in annual reporting period combinalion during the

owneFhip interests in !ggri!!Dg_q! or afte|i July year, this standard is nol
subsidia es. 2009

N4any changes have been made
to this standad affecting
acquisilion related costs, step
acquisitions, measurement of
goodwill and contingent
considerations. MSB 3 also
replaces lhe term "Minority
Intercsl" with "Non-controlling

AASB 3 is applied

expected to have any
impacl on the entity s

impacl for
entaties

undertakinq
bu6rness
combinations.

AASB 2008.3
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Note 1 (Cont)

New / rovieed Superseded Explanation of Effectivo date (i.o. Example dlsclosurc ot Related p.onouncement Likely impact
pronouncement pronouncement amendmgnt€ annual foporting impact of new standard which must be early

psriods ending on or on the flnancial ropott (if adopied if this Standa.d ls
aftor) standa.d ls not oarly oarly adoptgd

adopted)

AASB 127 Consolidated AASB 127 Consolidaled AASB 127R amends how
and Separate Financial and Separale Financial entities account foa business
Statements (l\4arqh 2008) Statements (July 2004) combinations and changes in

- "AASB 127R"

30-Jun-10 As the transitional AASB 3 (March 2008) Signiticanl impact
provisions ofAASB 127
provide lhat the changes to
the recognition and
measuremenl criteria within
AASB 127 resulting from
lhis revision do not apply
rehospectively to business
combinations effected prior
lo the amendments being
adopted, this standard is

the entity's financlal report- AASB 2008 - 3

ownership intercsts in

subsidia es.

lllany changes were made lo
thls standafd affecting
acquisjtions and disposals
which do nol result in a
change of control, padial
disposals where control ie

losl, attribution of profit or
lo6s to non-controllirlg
interests and loss of
significant influence or conlrol
in relaton to As6ociales and

MSB 127 replac€s the term
"Minority lnterest" with the
"N^n-.^nir^llind lnrFroct"
AASB 127 is applied
retfospectively, with certain
exceptions felating to the
sjgnificant changes made in

for entities who
have changed
ownershrp

Percentage of
subsldiaries.



Noles lo the Financial Statemehts
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Note 1 (Cont)

N6w / rovlsed
paonouncoment

Superseded pronouncement Erplanation of
amohdmsnta

Effoctive dbte (1.e. annual
reporilng periods ending
on or after)

Example disdlosu16 of
impact of now standard on
the flnanclal report (lf
Btandard is not early
adoPted)

Relatoal pronouncemont Likcly impact
which muat be early
adoptod if thle standard
ls early adopted

IFRS I Financial AASB 139 Financial lnstruments:
Instruments (to be Recognllion and Measurement
issued in Australia as (pan)
AA68 9)

IFRS 9 inhoduces new
fequircments for the
classification and
measurement of financlal
Assets. IFRS 9 uses a

single approach to determine
whelher a financial asset is
measured at amodised cost
or faia value, replacing the
many different rules in AASB
139 and removes the
impairment requirement for

31-Dec-13 IFRS I amends the IFRS I
classiflcation and measuaement
offinancial assets; the entity
has not yet d€termined the
impact of this standard due to
It's late release date.

Depending on
assets held, there
may be significant
movement of
assets behveen
faif value and cosl
categories and
ceasing of
impairment tesling
on available for
sale8 assets.

AASB 2008-3 Various
Amendment6 to
Australian Accounting
Standards afising
ffom AASB 3 and
A468 127

IAASBS 1,2 4,5,7,
101,107,112,114,
116, 121, 128, 131,
132, 134, 134, 136,
'137, 138 & 139 and

AASB 2008-3 was issued
after the AASB revised
AASB 3 and AASB 127, as
consequontial amandments
were necessary to other
A!stfal'an Accounting

30-Jun-10 See above for AASB 3 and
AASB '127 information.

AASB 3 (l\,,larch 2008) See above for
MSB 3 and
AASB 127
information.

AASB 127 ([4arch 2008)



Notes to the Financial Statements
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Note 1 (Cont)

New / revised SuporsEded pronouncemenl Explanation ot amendmonts
plonouncement

Eff6ctiva dats (i.o. annual
reporting periods ending on
or aftor)

Examplo di6closurg of
lmpact of new stanalard on
the tinancial report (lf
standard is not garly

adopted)

Related Likely impact
Pronouncement which
must be 6ady adopted
lf this standard is early
tdopted

r\ASII 2008-8 r\^SR 139 |inanci.l Insrofr$rsi AASB 2008-8 makes 30-Jun-10 As the entity does not apply None lmpact depends

MSB 2008-6 MSB 1 Firsftime Adoption of
Further Auslralian Equivalents to
Amendmentsto InlemationalFinancial
Australaan ReportingStandafdsand
Accounting AASB 5 Non-currenl assets
Standards arising Held for Sale and
from the Annual Discontinued Operations
tmprov6ments
Project IMSB 1 &

AASB 2008-6 amends AASB 1

and AASB 5 to include
requirements rclating to a sale
plan involving the loss of control
of a subsidiary. The
amendments requare all the
assets and liabilities ofsuch a

subsidiary to be classified as
held for sale and clarify the
dlsclosures required when the
subsidiary is part of a disposal
group ihat meets the definition

clarify the application of some of
AASB I 39's requirements on
designation ofa sk or a portion
of cash flows for hedge

The main issues addressed are:

- Designation of one-sided

Designation of portions of
cash flows oI a financial
inskument, with rcference to

Hedge effectiveness when
hedging one-sided risks with a

30-Jun-10 As the entity does not have AASBl AASB5
any plans to lose control of a
subsidiary, these
amendments will not have any
jmpacl on the entity's tinancial
repoft.

cash flow hedge accounting,
lhese amendments

will not have any impact on
lh. entitv'. fin2n.irl rAndrl

Increase0
disclosure for
ehtities that have
lost control of a
subsidiary.

on type of hedge
and risks being
mitigated.

imcndnents to ncc(,8 ition and Nlcasurcflcrr amendments to AASB 139 to
Aushalirn Accourting

Ilcdgcd ttcns l,\,\sl]
1391



Notes to the Financial Statements
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Note 1 (Cont)

Now / aevlsod Superseded Explanatlon of amendments Effectlve date (1.e. annual Exampl€ diacloaure of Relaled pronouncoment Likely impact
pronouncgm€nt pronouncement ropofting porioda onding impact of new standard whlch must be early

on or afto4 on th6 financial report adopted ifthis standard is
(if standard i8 nol oarly oarly adopted
adoptod)

AASB 2008-11 MSB 3 Business AASB 2008-1'l mandates thai
Amendments to Australian Combinations (l\4arch the requirements in AASB 3

30-Jun-10 As the entity is a forprofit AASB 127 (March 2008) Significant impact
entity, this standad is nol AASB 2008 -3

expected to have any
impact on the entity's
financialreport.

Accounting Standard - 2008)
Business Combinations
Among Not-for-Proiit
Entities IAASB 3]

(l\4arch 2008) are applicable to
business combinations among
nolfor-profit entities (other than
restruclures of local
governments) that are not
commonly controlled. lt also
allows those requirements to be
early adopted by not-for-pfofit
entities. Also included are
specific recognition,
measurement and disclosure
requkemenls relatino to local

for not-for-profit
entities involved
in business
combinations.

MSB 2008-13 Various
Amendments lo Australian
Accounting Standards
arising from AASB
Inlerpretation 17 -
Distributions of Non-cash
Assets to Owne|s. AASB
5 & AASB 110

MSB 2008-13 makes
amendments to MSB 5 and
MSB 1 10 resulting from lhe
issue of Interpretation 17. The
amendmenls relate to the
classillcation, presentation and
measurement of non-current
assets held fof distribution to
owners and the disclosure
requirements for dividends that
are declared after the reporting
period but before the financial
statements are authorised for

declared any non-cash
dividends to owners
during the year, this
interpretation is not
expected to have any
impact on the entity's
financial report.

30-Jun-10 As the entity has not Interpretation 17 Significant impact
for entities
declarang non-
cash dividends.



Notes to the Financial Statements
For the Financial Year ended 31 Decembef 2009

Note 'l (Cont)

New / revised
pronouncemont

Superseded
plonounc€ment

Explanation of amendmonts Effecttve dato (i.o. annlal
reporling periods ending on
or aft6r)

Example disclosure of
impact of now atandad on
ths tinanclal roport (it
standaad is not oady

Relatedpronouncement Likelyimpact
which must be early
adopted it this standard is
early adopted

AASB 2009-4 Amendments N/a
to Australian Accounllng
Standards arising from the
Annual lmprovements
Projecl

IAASB 2, AASB 138 and
MSB Inlerpretations 9 &

Makes various amendmenls to
a number of standads and
interpretations in line with the
IASB annual improvements
project.

30-Jun-10 Given the number of
standards amended by AASB
2009-4, an example disclosure
is not included.

Related standard where
applicable

Va es
depending on
relevance,

impact is
unlikely to be

Entities assess the impact of
each of the amendments on

MSB 2009-5 Further N/a
Amendments to Australian
Accounting Standards
arising from the Annual
lmprovements Projeci

lMsB 5. 8, 1O1,107,117.

Makes various amendments to
a number of standads and
intepretataons in line with the
IASB annual improvements
project.

31-Dec-10 Given the number of
standards amended by AASB
2009-5, an example disclosure
is not included.

Entities assess the impact of
each of ihe amendments on

Related standard where Varies
depending on
relevance,

impact is
unlikely to be

AASB 2009-7 Amendments Various
to Australian Accounting
Standards IAASB 5, 7, 107,
112, 136 & 139 and
Interpreiation 171

AASB 2009-7 makes
amendments to correcl errors
lhat occurred in AASB 2008,'t2,
AASB 2008-13 and
lntemrclation 17, as well as
amendments which reflect
changes made by the IASB to
[s pronouncements. The
editorial amendmenls have no
major impacl on the

30-Jun-10 Given the number of
standards amended by AASB
2009-4, an example disclosure
is not included. Enlities
assess lhe impact of each of
the amendmenls on their
organisalion.

Related standard where
applicable

Little impact.



Notes to the Financial Statements

For the Financial Year ended 31 December 2009

Note | (Cont)

New / reviBed
pronouncement

Sup6rsod6d
pronouncement

Explanetion ot
amendments

Effective date (i.o. annual
reporting perlods ending
on or aftsr)

Examole disclosurg of
imoact of new standard on
tho tinancial rsport (it
atandard i9 not oarly

Rolated prcnouncement whlch Likely impact
must be ea.ly adopted ifthis
standard i8 early adoptsd

AASB 2009-8 Amendments
to Australian Accounting
Slandards - Group Cash-
settled Share-based
Payment Transactions

AASB 2 Share-based
Payment

AASB 2009-8 makes
amendments which clariry
the scope of AASB 2 by
requiring an entily that
receives goods or services in
a sharc-based payment

afiangement to account for
those goods or services no
matter which entity in the
group settles the transaction,
and no matter wheihef the
lrq^cr.li^^ i. crttl^.i i^

31-Dec-10 As the entity does nol make AASB 2

any group cash-settled share
based payment transactions,
these amendments will not
have any impact on the
entity's financial report.

Significant if
group share-
Daseq
payment
agreements
aae In place.

AASB 2009-9 Amendments
to Australian Accounting
Standards * Additional
Exomptions for Firct-time
Adopters

MSB 1 First Time adoption
of Auslralian Equivalents to
lntemationsl Financial
Reporling Standards (June

2007)

AASB 2009-9 makes
amendmenls lo ensure that
entities applying Australian
Accounting Standafds for the
first time will not face undue
cosl or effort in the transition
process in particular

31-Dec-10 As lhis is not the first year of AASB 1

adoption of lFRSs, th6se
amendments will not have
any impacl on the enlity's
financialfeport

No impact for
entities who
are appryrng
IFRS.

AASB 2009-'10
Amendments to Auslralian
Accounting Standards -
Classification of Rights
lssues

AASB 'l32 Financial
Instruments: Presentation

AASB 2009-,|0 makes
amendments which clarify
that rights, options or
warrants to acquire a fixed
number ol an entity's own
equity instruments for a fixed
amount in any currency are
equity instruments if the
entity offers lhe rights,
options or wananls prc rata
to allexisting owners of the
c,ma .lrc. ^f itc n^n-

3'l-Jan-11 As the entity does not have AASB132
any rights, options or
warrants to acquire their own
equily inskuments, these
amendments will not have
any impacl on the entity's
financialreport.

Potentially
significant if
rights issues
nave Deen

offered and
denominated
in foreign
currency_
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Note 1 (Cont)

New,/ revised
pronouncement

Effoctive date (i.e. annual
reportlng periods endlng
on or afto4

Related pronouncem6nt Likely impact
whlch mual bg 6arly
adooted if this standard
is early adopted

Superseded
pronouncoment

Explanation of
amgndmenl6

Examplo disclosure of
lmpact of new atandard on
tho linancial report (if
standard is not 6ady
adoDtedl

Australian Accounting I nterpretations

Interpretation 17 N/A
Distributions of Non-cash
Assets to Owners

30-Jun'10 As the entily has not declafed AASB 2008'13
any non,cash dividends to
owners during the year, this
interpretation is not expecled
to have any impact on the
entity's flnancial report-

This Interpretation
provides guidance on how
entities should measure
dishibulions of assets
other than cash when it
pays dividends to its
owners, exc€pt for
c0mmon control

Significant if
non-cash
dividends
nave Deen

distributed.

Interprelation 18 Transfers N/A
of Assets from Customers

This Interpretation clarifles
the accounting for
agreements in which an

entity receives an item of
PPE ffom a customer that
they must use either to
connect the cuslomer to a
network or to provide the
customer with ongoing
access to a suoolv of

Asset transfers received on
or after 1 July 2009

As the entity does not have None
any agreements in place

under the scope of
Interpretalion 18; this
standard is not applicable to
the entity.

Significant if
lh6 enlity
receives
laansfers of
assets from
customers, eg
ulility entily.

IFRIC 19 Extinguishing
Financial Liabilities with
Equity Inskumenls

This interpretation
addresses the accounting
by an entity when the
tems of a financial liability
are renegotiated and result
in the entity issuing equity
instruments to a creditor to
extinguish all or part ofthe
financial liability. These
ttansactions are
somclimcs rcfcrre.l lo as

1-Ju!10 As the entity has not None
renegotiated any financial
liabilities into equity
instnrments this interpretation
is not expected to have any
impact on the entity's
financial report.

Signincant if
the entity has
renegotialed
any financial
liabilities to
equity
inskuments.
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Note I (Cont)

pronouncement
S!poraeded
pronouncement

Explanation ot
amendments

E fective date {i.o. annual
reporting periods ending
on or aft64

Exampls disclosure ot
impact of new Slandard
on the financial report (if
standard is not early
adopted)

Related pronouncemont Likely impact
which musl be ea.ly
adoptod it this standard
ls early adoptod

Prepayments ofa Minimum N/A

Funding Requirement
(Amendments to IFRIC 14)

This amendment to
Inlerpretation 14 addresses
the unintended
consequences that can
arise from the previous
requirements when an
entity prepays future
contributions into a defined

Possibly
significant if
the entity has
a defined
benefit
pensron pran.

1-Jan-11 As the enlity does not have lFRlC14
a defined benefit Pension
plan this amendment to
Interpretation 14 is noi
expecled to have any
impact on the entity s

financialreport.
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Note 2 - Revenue and Expenses

Revenue
Sale of Goods

Other Income
Interest income
Foreign exchange gains
Non operaiing income
Subsidy income
Other business income
Dividend revenue
Performance rights lapsed (a)
Other income

Cost of goods sold
Depreciation

Consolidated Group
2009 2008

127,415,868 102,728,680

531 ,972 1,273,671
1 ,7 54,854

Parent Entity
2009 2008

2_63 18,446

(a) Performance Rights lapsed represent the fair value of 16,987,000 Performance Rights which lapsed at
31 December 2009. The Performance Rights were issued as part of the consideration for the acquisition
of Meibang International Holdings Ltd in November 2007.

Cost of Goods sold

53,060

- , uuo,ntt
2,936,478 1 ,468,153

79,708 28,719 387,060 382,639
664,740 3,442,801 3,323,801 4,434,226

115,147.441 96,899,748
1,864,193 1,763,681

117,011,634 98,663,429

780,841

Expenses

Distribution Costs

General and Administration Costs
Employee benefit expenses
Research & Development
Commissions paid

Depreciation
Water
Legal Expenses
Doubtful debts provision
Other

Finance Costs
Interest payments
Bank fees
Other

501 ,476

1 39,160
1,798,327

127 ,024
60,000
47,375

1,2'14,452
3,887 ,814

3,'196,652
292,286
111,420

3,600,358

680,694

464,183
tE'l 104

225,658
81 ,103

101 ,133
69,554

1 ,O27 ,534
618,345

2,840,706

2,832,374
404,685

65,162
3,302,221

60,000 35,000

234,500 273,262
294,500 308.262
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Note 3 - Income Tax Expense
Consolidated Group Parent Entity
2009 2008 2009 2008
$$$s

(a) The components of income tax
expense comprise:
Current tax
Deferred tax 92,823 92,823 92,823 92,823

92 ,8n 92 32 3 92 ,8n 92 ,82g

(b) The prima facie tax benefit on the
profiU(loss) from ordinary activities
is reconciled to the income tax
expense an the accounts as follows:

Net Profit 2,614,314 591,608 3,029,302 4,434,226

Prima facie income tax on the profit
from ordinary activities before income
tax at 30% (2008: 30%) 784,294 177,482 908,791 .1,330,268

Add:
Tax effect of:
- Income tax losses not
recognised (27,847) (120,326) (27,847) (120,326)
- Movement in deferred tax assets
related to amounts in equity 92,823 92,823 92,823 92,823

849,270 '149,979 973.767 1.302,765
Less:
Tax effect of:
- Non assessible items - (880,944) (440,446)
- Differences in tax rate for China
controlled entities (756,447) (57,156)

- Exempt dividend income - (769,496)

Total income tax exDense 92,823 92,823 92,823 92,823

Zhejiang Mesbon Chemical Fiber Limited (ZMCF) has a two year enterprise income tax exemption and
has a 50o/o tax concession from the People's Republic of China (PRC) for the following three years.
The company also has tax rebates for the purchase of China made capital equipment to the enent of
RM87,481 ,709 (Approximately AUD$l ,229,245), of which RMBl ,806,524 (Approximatety
AUD$296,812) remain unused at 31 December 2009.
The current taxation rate in PRC is 25.0ol0.
The Australian company tax rate will remain at 30%.
As a result, ZMCF is exempt from enterprise income tax until the tax credits are used.
For the financial years 2008, 2009 and 2010, the enterprise income tax rate in PRC is expected to
remain at 25.0% on proflts, resulting in a tax rate of 12.5% under the 50%o tax concession.
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Note 3 - Income Tax Expense (cont)

Defened Tax Asset

Consolidated croup Parent Entlty
200E

$

2009
l

2009 2008
$$

The defened tax assets relate to the future taxation benefit ofthe capital raising costs,
calculated as follows:

Capital raising costs during 2007:

At the Group's statutory income tax rate of 30%

Expensed during 2008

Expensed during 2009

Closing balance

The utilisation of these assets is expected to be recouped through future trading income
ansing predominantly from profitable trading.

'l ,547 ,050

464,115

(92,823)

(92,823)

278,469

Note 4. Key Management Personnel Compensation
The names and positions held ofthe Group's key management personnel in office at any time during the financial year
are as follows:

Zhehao Shen - Chairman and Managing Director
Bolong Xing - Non-Executive Director
Paul Teisseire - Non-executive Director
Fai-Peng Chen - Non-executive Director
Chengjun Hu - General Manager - Finance
Weijie Gu - Executive Direclor - Sales and Mafteting and China Company Secretary
Graham Seppelt - Australian Company Secretary

Key management personnel remuneration has been included in the Remuneration Report section of the Directors'
Reoort.

Number of Options held by Key Management personnel

Balance cranted as Options Net Change Batance Total Total
31.12.2008 Componsation Exorcised Oths. 31.122009 V6iod Exercisabte

Yantu Jiang 700,000 - 7OO,O00 7O0,O0O 700.000
Paul Teisseire 700,000 - 7OO,00O TOO,OOO 7OO,OO0
Fai-Peng Chen 700,000 - 70O,0OO 700,000 7O0,O0O

No other key management personnel hold options over shares in the company.

Shareholdings of Key Management personnel

Directors
Zhehao Shen.
Paul Teisseire

Balancs at Exercise of
31,12,200A Optons

100
1 13,368

Net change Balancg at
Other 31,12.2009

- 100
- 113,368

'MSB International Trading Limlted, a company associated with Mr Shen, holds 79.911.499
shares. Mr shen is a director and shareholder of MsB International rrading Limited.No other key

management personnel hold shares in the company.
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Note 5 - AuditoF Remuneration
Consolidated Grouo
2009 2008

Remuneration of the auditor ofthe
consolidated entity for:

Auditing or reviewing the financial

Parent Entity
2008

c
2009

t

report
Taxation compliance

'150,000

15,900
165,900

108,000 30,000
15,900
45,900

22,000

108,000 22,000

Note 6 - Dividends

During October 2008 the company paid an unfranked interim dividend of 2.0 cents per share. No final dividend
was paid for the year ended 3'l December 2008.

During 2008, the company commenced operation of the Dividend Reinvestment Plan and applied the DRP to
the interim dividend declared. As per the Purchase and Sale Agreement with lilSB International Trading
Limited, MSB reinvested 50o/o of its dividend entitlement in shares under the DRP.

Consolidated Group
2009 2008

Parent Entity

Distributions paid

Interim unfranked ordinary
dividend of 2.0 cents per share
(2007: Nil) 2,540,407 2,540,407

Note 7 - Earnings per Share

Basic earnings per share amounts are calculated by dividing net profit for the year attributable to ordinary equity
holders of the parent by the weighted average number of ordinary shares outstanding during the year.

Diluted earnings per share amounts are calculated by dividing net profit for the year attributable to ordinary equity
holders of the parent by the weighted average number of ordinary shares outstanding during the year plus the
weighted average number of ordinary shares that would be issued on the conversion of the dilutive potential
ordinary shares into ordinary shares.

The following reflects the income and share data used in the basic and diluted earnings per share.
Options have an exercise price of $0.50 and $0.65 each. These are not diluiive in 2009 in accordance with
MSB123 paragraph 46 as the exercise price is above the average market price for the year.

Consolidated Group
2009 2008

ll
2,707 ,138 591,608

132,552,233 128,217,410

20082009
I

Net profit attributed to ordinary equity holders of the parent

Weighted average number of shares for basic earnings per share

Weighted average number of options assuming issued at average
market rate

Weighted average number of ordinary shares adjusted for the effect
of dilution"

Earnings per Share
Diluted Earnings per share

' The performance rights issued as part of the acquisition of Meibang
excluded from the diluted earnings per share calculation.

3,974,700

132,552,233 132j92,110

2.04 cents 0.46 cents
2.04 cents 0.45 cents

International Holding Limited have been
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Consolidated Group
2009 2008

Parent Entity
2009 2008

Note I - Cash and Gash Equivalents

Cash on hand
Cash at bank
Other monetary assets

9,817
2,917,470

21,188,832
24,116,119

94,078

1,411 ,555

$

18,873
14,674,307
27,650,500
42,343,680

690,382

1 ,264,084

165,527

165,527

u

240,821

240,821

The effective interest rate on short term bank deposits and other monetary assets is 1.94%
(2008:3.14%).

Other monetary assets act as security for letters of credit for the purchase of raw materials
($5,842,538), notes payable ($11,174,717) and financial liabilities (94,17'1,527).

Note 9 - Current Trade and Other Receivables

Trade receivables 19,102,609 14,148,485
Provision for doubtful debts (841,839) (1,027,534)

18.260.770 13,120.951

Other receivables
Interest revenue
Dividend receivable
Related party receivables
Goods & Services Tax receivable

850,000
392,898

11 ,013
I ,253,91119,766.403 15.080.895

Related party receivables relate to Hangzhou Zhebang Chemical Fibre Trading Co Ltd of
$411,555 and Hangzhou Yibang Spandex Co Ltd of $1,000,000, both director related entities of
Mr Zhehao Shen.

Trade receivables past due but not impaired:
Current trade receivables are non-interest bearing. They are generally on 30 day terms, however
longer credit terms are given to customers with long relationships. As of 31 December 2009, trade
recejvables of $9,110,377 wete past due but not impaired. These relate to customers in which
there is no recent history of default. The ageing analysis of these receivables is as followsi

30-90 days 6,362,866
90-365 days 2.747.511
Total 9.110.377

lmpaired trade receivables:
As at 31 December 2008, hade receivables of $849,139 were considered doubtful. These relate to
cusiomers which are in long relationships but outstanding balances are outside agreed trading
terms. Analysis of doubtful trade receivables is as follows:

90-365 days
>365 days 841.839
Total 841.839
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Note I - Trade and Other Receivables (cont)

Movement in the provision for doubtful receivables is as follows:

Opening
Balance

01.01.2009
$

Consolidated Group
Doubtful debts

Parent Entity
Doubtful debts

1 ,027 ,534

Charge for
the year

Difference on
Conversion Closing

to AUD balance
31.12.2009

$$
47,375 (233,070) 841,839

Parent Entity
2009 2008
$$

Note 10 - lnventories
At cost and net realisable value

Raw materials
Work in progress
Finished goods

Note 11 - Notes Receivable

Notes receivable 19,915,998 15,556,416

Notes receivable are bills received from customers which are then endorsed to accounts payable providers
where Dossible.

Related party notes receivables of $13,'144,000 relate to Hangzhou Zhebang Chemical Fibre Trading Co Ltd, a
director related entity of Mr Zhehao Shen.

Note 12 - Prepayments

Prepayments 1 ,157 ,946
1 ,157 ,946

Note 13 - Controlled Entities

Interests held in controlled entities are as follows:

Consolidated Group
2009 2008

t

15,625,897
213,733

$

8,650,301
183,036

10,639.078 8,681,66C
26,478,708 17,514,997

176,662
176,662

27 ,186
27 ,186

24,721
24,721

100o/o

100o/o

l0QYo

Name of Entity

Parent Entity
Mesbon China Nylon Limited

Subsidiaries of Mesbon China Nylon Limited
Meibang International Holdings Limited
Zheijang Mesbon Chemical Fiber Limited
Mesbon China Nylon (Australia) Pty Ltd

Country of Incorporation

Ausiralia

British Virgin lslands
People's Republic of China
Australia

Ownership lnterestt
2009

100%
100o/o

100%

2008
%

* Percentage of voting power is proportional to ownership.
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Note 14 - Property Plant and Equipment

Buildings on leasehold land
At cost
Accumulated amortisation
Total buildings on leasehold land

Leasehold land {Land use rights)
At cost
Accumulated depreciation
Total leasehold land

Motor Vehicles
At cost
Accumulated depreciation
Total motor vehicles

Plant and equipment
At cost
Accumulated deoreciation
Total plant and equipment

Capital Works in Progress
At cost
Accumulated depreciation
Total capital works in progress

TOTAL NET BOOK VALUE OF
PROPERTY PLANT & EOUIPMENT

Opening balance
Additions
Currency translation difference
Depreciation for the year
Net book value of leasehold land

Buildings on Leasehold Land
Opening balance
Additions

Consolidated Group
2009 2008
$$

10,846,657 5,735,187
(1,323,439) (1,070,337)
9,523,218 4,664,850

3,097,219 2,997 ,570
(385,134) (461,484)
2,712,085 2,536,086

425,361 484,653
(163,126) (127,547\
262,235 357,106

34,645,532 18,864,725
(6,878,229l-
27,767,302 13,413,698

5,750 33,163,794

Parent Entity
2009 2008
$$

33,163,794

40,270,591 54,135,534

(a) Movements in Carrying Amounts

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

Leasehold Land (Land Use Rights)

5,750

2,536,086
779,569

(452,364)
(151,206)

2,712,085

4,664,850

1,970,444

677 ,551
/11 1 ono\

----i-:-i-l-i:::l
2,536,086

3,640,528

1 ,247 ,935
(223,613)-

Transfers from capital works in progress 6,412,346
Currencytranslationdifference (1,117,070)
Depreciation for the year (436,908)
Net book value of buildings on leasehold
land 9,523,218 4,664,850
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Note 14 - Property Plant and Equipment (cont)

Consolidated Group
2009 2008

Parent Entity
2009 2008
$$

Motor Vehicles
vPEr ||r rg uc,o, ,uE

Additions
Currency translation difference
Depreciation for the year
Net book value of motor vehicles

Plant & Equipment
n^anind hil.n.c

Additions
Oisposals
Transfers
Currency translation difference
Depr€ciation for the year
Net book value of plant & equipment

Capital Works in Progress
rlnanin^ hrl.n.a
Additions
Transfers to buildings on leasehold Jand

Currency translation difference
Net book value of works in progress

TOTAL NET BOOK VALUE OF
PROPERTY, PLANT & EQUIPMENT

Note 16 - Financial Assets

I nvestments in subsidiaries
Deemed investment

357,106
50,639

(77,415)
(68,094)
262,236

13,413,698
109,634

19,950,136
(2,699,854)

{3,0a6,312)
27,767,302

33,163,794
726,767

(26 ,362,48't)
(7,522,330)

107,684
265,625

29,781
l|a5 qRdl

________--.l-l:,r:

357,106

't 1 ,487 ,056
640,398

{724,246t

3,473,801
(1 ,463,31 1)
13,413,698

1,335,283
31,351,866

5,750 33,153,794

40,270,591 54,135,534

The Phase 3 facility as detailed in the Prospectus dated 9 November 2007 is now complete and
has been transferred to property plant and equipment with depreciation commencing in the year

ended 31 December 2009.

Note 15 - Non Current Trade and Other Receivables

Loans to subsidiaries

Trade and other receivables refers to the proceeds of capital raising by the parent entity previously loaned

to a subsidiary company. The loan amount of $14,500,746 has been capitalised during the year ended 31

December 2009

4.573.238 17,662,744

14.500.746
19,447 ,584 19,447,584
33,948,330 19,447,584

Demmed investment refer to the acquisition of Meibang International Holdings Limited on 5 November 2007.
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Note l7 - Curent Trad6 and Other payables

Trade creditoc
Other payables
Related party payables
Accrued Expenses

16,974,169 1,573,968 18,788
'f ,301,869 1,713,296
1,079.451 1,396,125

3,159,004
998,467
945,694

1,121,A73

Consolidated Group
2009 2008

Parent Entity
2009 2008

2,763

R€lated party payables relate to Hangzhou yibang Spandex Co Ltd, a director related entity of
Mr Zhehao Shen.

Note 18 - Not$ Payable

Notes Payable 23,002,000 40.375,000

The notes payable are non-interest bearing and are secured by cash under restriction ot $11,174,717.

Note l9 - Financial Liabilities

9?6.545 919.218 6,575 30,923
19.982,034 5,602.607 25.363 33686

4,929,00;
'1,643,000

3,286,000
1,643,000
8,215,000
1,643,000
2,4U,500
5,421,900
1,779,074
9,15'1,510

3,187,500
15,937,500
7,650,000
2,125,000
4,250,000
4,250,000
2,125,O0O

3,631,254 -

't ,254,496

1,997,772

Term Loans Gurrency
Term Loan (a) Renminbi
T€rm Loan (f) Renminbi
Tem Loan (d) Renminbi
Term Loan (c ) Renminbi
Term Loan (e) Renminbi
Term Loan (h) Renminbi
Term Loan (i) Renminbi
Term Loan 0) Renminbi
Term Loan (k) Renminbi
Term Loan (h) Renminbi
Term Loan (g) Renminbi
Term Loan (0 Renminbi
Term Loan (j) Renminbi
Term Loan (c ) Renminbi
Term Loan (e) Renminbi
Term Loan (a) Renminbi
Term Loan (d) Renminbi
Term Loan (0 USD
Term Loan (g) USD
Term Loan (e) USD
Term Loan (a) USD
Temloan (b) USD
Term Loan 0) USD
Term Loan (g) USD
Term Loan (e) USD
Term Loan (a) USD

Bank

ccB
SPD
CMB
rcBc

BOC
BOS
BB

ctTtc
ccB

CMB
tcBc
RCB
SPD
ccB
ctTlc
tcBc

GTJDB
BOC
ctTtc
rcBc
RCB

Financial liabilities consist of rerm Loans provided by lending authorities. current loan terms are no
longer than 12 months and conclude during 2OjO.

Loan Providgr Banks
Rural Cooperative Bank
Guangzhou Development Bank
China Merchant Bank
Shanghai Pudong Developlnent Esnk
lCBanking Corporation
China Construction Bank
CITIC Bank
Country Cooperative Eank
Guangdong Development Bank
China Bohai Bank
China Everbright Bank
Bank ofChina
Benk of Shanghai
Bohai Bank

46,401.O22 50.596.605

RCB
GDB
CMB

tcBc

ctTtc
ccoE
GUDB

80c
BOS
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Note 19 - Cont

Loan providers at 3'1 December 2009 are as follows:

(a) The term loans provided by Rural Corporation Bank are denominated in Chinese Renminbi and
US Dollars and are secured by corporate guarantee provided by Zhejiang Yinan Fibre Group Ltd a
director related entity.
(b) The term loan provided by Guangzou Development Bank are denominated in Chinese Renminbi
and are secured by corporate guarantee provided by Zhejiang Yinan Chemical Fibre Co Ltd.
(c) The term loans provided by China Merchant Bank are denominated in Chinese Renminbi and are
secured by corporate guarantee provided by Zhejiang Yinan Fibre Group LE a director related eniity.
(d) The term loans provided by Shanghai Pudong Development Bank are denominated in Chinese
Renminbi and are secured by corporate guarantee provided by Zhejiang Yinan Chemical Fibre Co
Ltd a director related entity and existing cash deposits.
(e) The term loans provided by lcBanking Corporation are denominated in Chinese Renminbi or US
Dollars and are secured by corporate guarantee provided by Hangzhou Xiaoshan Qianchao
Polyamide Fibre Ltd.
(f) The term loans provided by China Construction Bank are denominated in Chinese Renmjnbi and
are secured by corporate guarantee provided by Xingri Steel Plate Ltd.
(g) The term loans provided by China Citic Bank are denominated in Chinese Renminbi and US
Dollars and are secured by corporate guarantee provided by Zhejiang Yinan Fibre Group Ltd, a
director related entity and Hangzhou Xiaoshan Qianchao Polyamide Fibre Ltd.
(h) The term loans provided by China Bohai Bank are denominated in Chinese Renminbi and are
secured by corporate guarante€ provided by Hangzhou Yibang Anlun Ltd a director relat€d €ntity.
(i) The term loans provided by China Everbright Bank are denominated in Chinese Renminbi and are
secured by corporate guarantee provided by Hangzhou Shenshi Fibre Ltd.

0) The term loans provided by Bank of China are denominated in Chinese Renminbi and US Dollars
and are secured by corporale guarantee provided by existing cash deposits held with the bank, or
Hangzhou Nianheji Manufacturing Ltd or Zhejiang Yinan Fibre Group Ltd a director related entity.
(k) The term loans provided by Bank of Shanghai are denominated in Chinese Renminbi and are
secured by corporate guarantee provided by Hangzhou Yibang Anlun Ltd a director related entity.
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Note 20 - lssued Capital

(a) Share Capital

At beginning of the reporting period
25,480,000 unissued performance rights (refur
Note 20 (b))
8,493,000 unissued performance shares lapsed
16,987,000 unissued performance rights lapsed
(refer Note 20 (b)
Shares issued under Dividend Reinvestment Plan

At beginning of the reporting period
Shares issued under Dividend Reinvestment Plan

At beginning of the reporting period

Performanc€ Rights lapsed during the year

No. No. No.
- 16,987,000 25,480,000

Consolidated Group
2009 2008

Parent Entity

28,334,616

28,334,616

No.
132,552,233

t
27,507,035

No.
127 ,020,300

5,531,933
132,552,233

2009

37,320,960

(2,936,478)

34,384,482

No.
132.552.233

-

132,ffi2,233

2008

37,961,532

(1,468,153)

827,581
37,320,960

No.
127 ,020,300

5,531,933
132,552,233

87,020,200 fully paid ordinary shares were issued to Meibang International Holdings Limited (MlH) under the
share sale agreement dated 5 November 2007 wherein MIH bec€me a wholly owned subsjdiary of Mesbon China
Nylon Limited. These shares are free from any encumbrance and were issued with ail rights of ordinary shares in
the company including dividend and voting rights.

At shareholders meetings each ordinary share is entitled to one vote when a poll js called, otherwise each
shareholder has one vote on a show of hands.

Ordinary shares participate in dividends and the proceeds on winding up of the parent entity in proportion to the
number of shares held.

For the consolidated entity the comparative information is based on Meibang International Holdings Ltd in
accordance with AASB 3 "Business Combinations" as the acquisition was a reverse acquisition_

(b) Performance Rights

At beginning of the reporting period

Performance Rjghts lapsed during the year

2,936,478 4,404,631

(2,936,478) (1,468,153)

2,936,478

No.

(16,987,000) (8,493,000)

16,987,000

25,480,000 Performance Rights were issued to the existing shareholders upon the acquisition of Meibang
lnternational Holdings Limited. In deiermining the fair value of the assets and liabilities acquired in
l\4eibang International Holding Limited, an assumption has been made that 25,480,000 Performance
Shares will be issued subject to the satisfaction of the Performance Conditions in Section 16.4 of the

16,987,000 Performance Rights lapsed during the year ended 31 December 2009 as a result of the company
not achieving the Prospectus net profit after tax forecast.

(c) Share options

Information relating to the Mesbon China Nylon Limited Employee Share Option Plan, including details of options
issued, during the financial year and options outstanding at the end of the financial year is set out in Note 26.
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Note 21 - Reserves
Consolidated Group Parent Entity
2009 2008 2009 2008
$$$$

Foreign Currency Translation Reserve
Balance at beginning of financial year 10,591 ,865 (1 ,271 ,839)
Net exchafig€ difier€fice ofl translation
of foreign controlled entities (10,672,646) 11,863,704
Balance at end of financial year (80,781) 10,591 ,865

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

Share Option Reserve
Balance at beginning of financial year 870,393 870,393 870,393 870,393
lssue of ootions to directors oursuant
to the Companyb prospectus
Balance at end of financiat year 870393 870393 870393 810393

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

Note 22 - Contingent Assets and Contingent Liabilities

At the date of signing this report, the Group is not aware of any contingent assets that should be
disclosed jn accordance with AASB 137 with exception of the following:

The company has contingent liabilities at 31 December 2009 in the form of guarantee contracts
toblling $18,073,000 (RMB 1 10,000,000) as follows:

- Hangzhou Jiangnan Dihua Ltd RMB 60,000,000
- Hangzhou Yibang Spandex Co Ltd RMB 20,000,000
- Hangzhou Yinan Fibre Co Ltd RMB 30,000,000

The company provides guarantees over bank loans held by the above entities. The guarantee
contracts have 12 month terms. Hangzhou Yibang Spandex Co Ltd and Hangzhou Yinan
Fibre Co Ltd are director related entities of Mr Zhehao Shen.
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Note 23 - Segment lnformation

ldentifi cation of reportable segments

The group has identified its operating segments based on the internal reports that are reviewed and used by the board of
directors (chief operating decision makers) in assessing performance and determining the allocation of resources.

The Group is engaged in the production, sale and developmerTt of premium nylon textile yam throughout China and
internationally. The group operates predominantly in China with all goods being manufactured and distributed from a single
facility in China.

The following operating segments have been noted:

Domestic - represents domestic China sales of premium nylon textile yarn produced in the China operating facility.

Export - represents export sales of premium nylon textile yarn produced in the China operating facility.

Corporate - represents corporate overheads which are unable to be allocated to either of the above segments.

Types of segments - Assets/liabilities by geographic region

China - represents assets and liabilities of the Chinese operating entity used to service domestic and export sales.

Other - represents assets and liabilities held outside of the China operating entity namely Australia and British Virgin
lslands.

Basis of accounting for purposes of reporting by operating segments

Accounting policies adopted

Unless stated otherwise, all amounts reported to the Board of Directors as the chief decision maker with respect to
operating segments are determined in accordance with accounting policies that are consistent to those adopted in the
annual financial statements of the Group.

I nter segme nt tra nsactions

Inter-segment loans payable and receivable are initially recognised at the consideration received net of transaction costs. lf
inter-segment loans receivable and payable are not on commercial terms, these are not adjusted to fair value based on
market interest rates. This policy represents a departure from that applied to the statutory financial statements.

Segrnerf assets

Where an asset is used across multiple segments, the asset is allocated to the segment that receives the majority of
economic value from the asset. In the majority of instances, segment assets are clearly identitiable on the basis of their
nature and physical location.

Unless indicated otherwise in the segment assets note, investments in financial assets, deferred tax assets and intangible
assets have not been allocated to operating segments.

Segment liabilities

Liabilities are allocated to segments where there is direct nexus between the incurrence of the liability and the operations of
the segment. Segment liabilities include trade and other payables and certain direct borrowings.

Co m p arativ e i n form ation

This is the first reporting period in which AASB 8: Operating Segments has been adopted. Comparative information has

been stated to conform to the requirements of the Standard.
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(i) Performance by operating segment

2009

Total segment revenue

Other revenue

Cost of sales
Distribution costs
General and administration costs
Finance costs
Segment result

Income tax expense

Net profit from continuing operations

2008

Total segment revenue

Other revenue

Cost of sales
Distribution costs
General and administration costs
Finance costs
Segment result

Income tax expense

Net profit from continuing operations

Domestic
$

1 15,886,256

664,369

(106,606,831)

Export
$

1't,529,612

(10,404,803)
(7O,657)

Corporate

371

Tota I

$
127,415,868

664,740

(117,011,634)
(780,841)

(e2,823)

Export
s

10,601,722

28,720

(10,064,164)
(201,395)

Corporate
$

(308,50;)
13 q4A\

------------l:i :4

Total
$

102,728,680

3,442,801

(98,663,429)
(680,694)

(2,840,706)
(3,302,221)

(92,823)

89,359,693 25,363 89,385,056

China Other Total

96,540,526 33,686 96,574,212

Additions to property, plant and equipment in 2009 and 2008 relate to the China geographic segment.

(iii) Major customers
The Group has a number of customers to which it provides both products and services. The Group supplies one single
external customer in the manufacturing segment which accounts for 1 1 .33% of external revenue. The next most significant
client accounts for 6.8% of exlernal revenue.

Note 24 - Retained Earnings

(ii) Assets/liabilities by geographic region

2009

Segment assets

Segment Iiabilities

2008

SFdmani eccatc

Segment liabilities

Balance at beginning of the financial year
Dividends paid
Net profit attributable to members of the
parent entity
Balance at end of the flnancial year

Parent Entity
2009 2008

776,034 (716,701)
- (2,540,406)

2,707,138 591,608 2,936,478 4,033,141
12,899,416 10,192,278 3,712,512 776,034

(710,184)
(3,585,587)\r jreJ,Je, / - \rw1,1.t ) \r joo/ ,o '+./(3,600,358) (3,600,358)

(302,227) (3,887.814)

2,047 ,665 1,054,152 (301,8s6) 2,799,961

(92,823\

2,047,665 1,054,152 (394,679) 2,707,138

Domestic
$

92,126,958

3,414,081

(88,599,265)
(479,299')

(2,532,2001

632,002 364,883 (3't2,4541 6U,431

- (e2,823)

632,002 364,883 (405,2771 591,608

China Other Total
$$$

129,454,881 1,953,819 131,408,700

$$$
144,432,869 2,130,495 146,563,364

Consolidated Group
2009 2008
$$

10J92,278 12,141,077
- (2 ,540 ,407)
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Consolidated Group
2009 2008

Note 25 - Cash Flow Information

Reconciliation of Net Profit after Tax to Net Cash Flows from Operations

Parent Entity
2009 2008

Net profit from continuing operations

Non cash tlows in profit
Depreciation
Net exchange differences
Performance rights lapsed

Changes in assets and liabilities
(increase)/decrease in inventories
(increase)/decrease in trade and other
receivables
(increase)/decrease in notes receivable
(increase)/decrease in other current

(increase)/decrease in current tax assets
(increase)/decrease in deferred tax

(decrease)/increase in trade and other
payabres

(decrease)/increase in notes payables

(decrease)/increase in tax liabilities
Net cash from operating activities

2,707,138

3,662,520
(3,055,324)

(8,963,711)

(4,685,509)
(4,359,582)

1,383,888

(405,750)

92,823

14,379,428

(17,373,000)

591,608

1,844,818
600,496

(4,248,787)

(6,621,800)
(10,062,826)

226,890

(402,604\

92,823

(4,819,321),

36,084,160

2,936,478

(2,936,478)

4,033,',t41

(1,468,153)

(507 ,329)

(2,465)

92,823

(8,323)

(1,154,246)

92,823

(157,593)

('16,617,079) 13,285,457 1425,2941 1,345,972

Note 26 - Share Based Payments

EMPLOYEE SHARE OPTION PLAN

The Company has established an Employee Share Option Plan (Plan) with the following key features:

(a) Eligibility
The Board may issue Options under the Plan to any officer or employee of the Company and any
subsidiary (Eligible Employee).
(b) General Terms of the Options
Options will be issued free of charge. Each Option is to subscribe for one Share and, when issued, the
Share will rank equally with other Shares. The Options are not transferable. Quotation of the Options on
the ASX will not be sought but the Company will apply to the ASX for official quotation of Shares issued
on the exercise of Options. Options may be granted subject to conditions specified by the Board, which
must be satisfied, before the Ootion can be exercised.
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EMPTOYEE SHARE OPTION PLAN

(c) Exercise of Options
Subject to satisfaction of the Conditions of Exercise of Options, Options may be exercised at any time
within 5 years of the date of grant, provided however that the number of Options the Eligible Employee
may exercise during any period of '12 conseculive months shall not exceed that number of Options
that equals one third of the total number of Options issued to the Eligible Employee under the Plan
(whether or not exercised prior to the time of calculation). Optjons lapse upon termination of the
Eligible Employee's employment by the Company and, unless the terms of the offer of the Option
specify otherwise, each Option lapses 5 years after the date upon which it was granted.
(d) Exercise Price
The exercise price per Share for an option will be the amount determined by the Board at the time of
the grant of the Option.
(e) New lssue of Securities
Option holders will not be entitled to participate in any new issue of securities in the Company unless
they exercise their Options prior to the record date for the determination of entitlements to the new
issue.
(fl Bonus lssues
lf the Company makes a bonus issue of securities to ordinary shareholders, each unexercised Option
will, on exercise, entitle its holder to receive the bonus securities as if the Option had been exercised
before the record date for the bonus issue.
(g) Rights lssues
lf the Company makes a pro-rata rights issue of Shares for cash to its ordinary shareholders, the
exercise price of the unexercised Options will be adjusted to reflect the diluting effect of the issue.
(h) Capital Reorganisations
lf there is any reorganisation of the capital of the Company, the number of Options and their exercise
price will be adjusted in accordance with the Listings Rules.
(i) Limit on Number of Options
The maximum number of Options on issue under the Plan must not at any time exceed 5% of the total
number of Shares on issue at that time.

OPTIONS ISSUED PURSUANT TO THE PROSPECTUS

On 2 November 2007, options were granted in the company on lhe successful completion of the
Mesbon China Nylon Limited initial public offering.

The number of options and the terms of those options on issue are:

(a) 1 ,500,000 'A' Class options exerciseable by 31 December 2010 at $0.50 each, shared equally by
Yanfu Jiang, Paul Teisseire and Fai-Peng Chen. The fair value of these options is $322,900.

(a) 600,000'B'Class options exerciseable by 3'1 December 2012 at $0.65 each, shared equally by
Yanfu Jiang, Paul Teisseire and Fai-Peng Chen. The fair value of these options is 9143,932.
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OPTIONS ISSUED PURSUANT TO THE PROSPECTUS (Cont)

The fair value of the share options listed above were calculated using the Black-Scholes
methodology and the following assumptions:

'A' class 'B' Class
Ootions Ootions

Share Price ($) 0.50 0.50
Exercise Price 0.50 0.65
Expected volatility' 55% 55%
Option Life (years) 3 5

Risk Free lnterest Rate 6.4o0/o 640%

*Volatility has been based on the average volatility of manufacturing companies listed on the
Australian Securities Exchanoe with a market caoitalisation of less than $90 million.

OPTIONS ISSUED DURING THE FINANCIAL YEAR ENDED 31 DECEMBER 2OO9

No options were issued during the financial year ended 31 December 2009.

Note 27 - Subsequent Events

There has not arisen in the interval between the end of the financial year and the date of this report
any other item, transaction or event of a material and unusual nature likely in the opinion of directors
to affect significantly the operations, results of those operations, or the state of affairs of Mesbon
China Nylon Limited and its controlled entities, in future financial years.


