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The Manager

Australian Stock Exchange
Exchange Plaza

2 The Esplanade

PERTH W.A. 6000

Dear Sir

RE: FINAL ANNUAL ACCOUNTS

The final annual accounts for Atlas Pacific Ltd are attached.

Please note that there is a change in the profit result from the preliminary final report which was
lodged on 16™ March. In the Appendix 4E, we advised that the 2005 after tax profit for the group
would be $1,960,269. The final accounts show and increase in the 2005 after tax profit to

$2.060,587, an increase of 5%. The difference is as a result in the fax caleulation for the group
being lower than had previously been calculated.

Yours faithfully

SIMON ADAMS
COMPANY SECRETARY

CRPO3 Final Annual Accounts Mar3106.doc
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CHAIRMAN'S REPORY

Dear Shareholder,

The calendar year 2005 saw a strong return to fortune for the Company and | am pleased to advise that
Atlas Pacific Limited has reported a profit for the 12 months to December 2005 of a little over $2 million
after tax. This is based on revenue of nearly $10 million which represents a 44% increase for the 12
months to December 2006.

The turnarcund in the Company’s profitability saw the payment of a dividend to sharsholders of $0.01 per
share on December 20" 2005.

The long term sirategic planning that was introduced several years ago is now establishing a strong
platform. The Company’s ability to provide a reliable supply of high quality young pearl oysters over the
past 2 years has resuited in a general improvement in the operational results and consequently the quality
and value of the pearls we produced leading to increases in revenue. A maior achievement of the
management team of reducing the unit cost of production, especially of juvenile oysters from the North Bal
facility, will strengthen future results.

There are several key achievements in the past 12 months that should be highlighted:

« The improvement and expansion of our main hatchery and grow out site in Penyabangan, North Bali
has resulted in an overall stable supply of high quality oysters.

« The research and development program in conjunction with the James Cook University in Townsville,
which commenced 12 months ago, has achieved significant milestones in regard to the inifial
preduction of family lines of oysters with known performance. This is a significant achievement when
you consider that we must be able to identify individual family members at the end of the productive
cycle which lasts more than 4 years.

« The establishment of operational base in Bali has ted to securing additional water leases and farm
sites at Karang Asem on Bali's east coast and at Nusa Lembongan where we are establishing not
onty a pearl production site but a joint venlure tourist operation with the well respected Australian
Company, Bali Hai Cruises.

« 2005 has seen the Company establish a marketing department based on our existing tourism and
retail operations with good results already received from North Bali, together with the development of
ewellery lines and additional focus on on-pearl including mother of pearl shell and pear] meat where
we have had very favourable responses.

We have seen our best ever operational result at our main pearl farms in Alyui Bay, Papua with targets not
only achieved but exceeded. Product guality from the latest harvests has been the best in several years
and | betieve further improvements will be realised in 2006 and 2007.

Despite all these improvements, the Company understands well that we are working with nature and
seasonal and climatic affects will influence our ability to maintain cur high levet of productivity. As a result
the Company remaing commitied to a continual program of diversification which led to the opening of a
new hatchery joint operation in Lombok in October 2005. Fusther farm and hatchery sites will be
continually evaluated against our strategic needs.

The marketing relaticnship with Peart Autore International {(PAI) remains strong and we believe that they
have achieved significant resuits in difficult markets and circumsiances, which 1 believe is principally dus to
the changes they have made in their organisation fo increase their representation werldwide with a better
exposure 1o wholesale and retail pearling markets.
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The good resulis achieved by the Company are principally due to the strong effort of our management and
staff, led by the Managing Director, Dr Joseph Taylor and senior management Dr Jens Knauer and Mr Jan
Jorgensen. Other expatriate and Indonesian Managers have all contributed te the increasing forlunes of
the Company.

| thank all staff and my fellow Directors for their continuing support and enthusiasm, which | hope wil
deliver continuing strong resuits for the bensfit of Sharsholders.

bk

George Snow
Chairman

31% March 2008



ATLAS PACIFIC LIMITED AND TS CONTROLLED ENTIHES
DIRECTORS' REPORT

The Directors present their report together with the financial statements of Atlas Pacific Limited {"the
Company” and the consclidated accounts of the economic enlity, being the Company and its controlled
entities, for the year ended 31 December 2005 and the auditor’'s report thereon.

DIRECTORS
The Directors of the Company at any time during or since the end of the financial year are:

GEORGE ROBERT WARWICK SNOW, B.Ec., FALC.D.
CHAIRMAN OF THE BCARD

Mr Snow is a graduate in economics from the Australian Nationa! University and has had extensive
experience in property development, real estate management and morigage finance. Mr Snow i the
Managing Director of the Dampier invesiment Group which is a substantial shareholder on the Company.

Director since 28 October 1897, appoinied Chairman on 28 July 2004,
{Last re-elected as a director — 21 May 2003)

Directorships of other listed companias held in the tast three years:
= Biron Capital Limited — resigned 17 February 2005

STEPHEN JOHN ARROW
NON EXECUTIVE DIRECTOR

Mr Astow has been involved in the pearling industry in Western Australia and the Northern Territory since
1980 and is Managing BDirector and owner of Arrow Pearl Co Piy Lid. Mr Arrow brings to the Board
extensive pearling experience from many regions of the world as well as contacts within the industry.

Appointed Director on 28 June 1599.
{Last re-elected as a director - 5 May 2005)

Directorships of other listed companies held in the last three years:
= Nil

IAN McKENZIE MURCHISON B.Comm, F.C.A,, Dip. Naut. Sc.
INDEPENDENT NON EXECUTIVE DIRECTOR

Mr Murchison has had over 26 years experience in finance and investment, and has been a Direcior of both
fisted and unlisted companies in Australia and overseas. Mr Murchison was an investment director and
founding pariner of the WA based private equily investment fund, Foundation Capital. Mr Murchison was a
founding partner of the national chartered accounting firm of Scthertons.

Appoinied Director on 28 July 2004,
{Last re-elected as a director — 5 May 2005)

Directorships of other listed companias held in the tast three years:
= Citrofresh International Lid — resigned 30 June 2003
= TFS Corporation Litd — appoinied 27 February 2008

STEPHEN PAUL BIRKBECK
INDEPENDENT NON EXECUTIVE DIRECTOR

Mr Birkbeck is the founder and former CECG of Mt Romance, an Australian company that has become one
of the largest producers of sandalwood oil in the world. Mr Birkbeck has extensive marketing expertise,
especially in the luxury goods markets. Hs has been presented with a number of excellence awards in
refation to the success of Mt Romance and brings this extensive business development skill to the Board.



ATLAS PACIFIC LIMITED AND TS CONTROLLED ENTIHES
DIRECTORS' REPORT

Appointed Director on 15 April 2005.

Directorships of other listed companies held in the last three yesars:
= Nil

JOSEPH JAMES UEL TAYLOR, B.Sc. (Biology), Ph.D.
MANAGING DIRECTOR

Lr Taylor is a marine biologist and acuaculiurist whoss PhD research specialised in the husbandry of
Finciada maxima pearl cysters. Since 1989, Dr Taylor has been involved in the management of
aquaculiure operations, mainly associated with South Sea pearl farming. He has acquired exdensive
knowledge about the biotogy of pearl oysters and has presenied many research papers on this subject. Dr
Taylor commenced employment with the Company in 1898 as the Project Manager and has overseen the
development of the business to its current level of production.

Appoeinied Director on 13 September 2000 and as Managing Director on 31 August 2001,
{The constitution does not require the Managing Director to retire by rotation)

Directorships of other listed companies held in the last three years:
= Nil

COMPANY SECRETARY

The Company Secretary of the Company at any time during or since the end of the financial year is:
SIMON CHARLES BUNBURY ADAMS, B.Bus, M.Acc, A.C1.8

Mr Adams fulfils the responsibilities of Company Secretary and Financial Controller of the Company. He
has a broad range of corporate and accounting experience in the areas pearling, resources, engineering
and property industries. Mr Adams has been with the company since 2000.

Company Secretary since 1 February 2001,

DIRECTORS’ MEETINGS

The atiendance at meetings of the Company's Direclors including meetings of committees of Direclors is
shown below:

Director Pariod Directors’ Meetings Audit Commiitee
Meetings
Heid Attended Held Attended
G.R.W. Snow 81/01/05 - 3112/05 9 S 2 2
S.J. Arrow 01/01/05 - 31/12/05 9 B8 2 1
I.M. Murchison 81/01/05 - 3112/05 9 B8 2 2
S.P. Birkbeck 15/04/05 — 31/12/05 5 6 1 1
J.J.U. Taylor 01/01/05 - 31/12/05 9 9 2 2
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CORPORATE GOVERNANCE

The Company is commilted to good corporate governance. Where possible, given the size and resources
of the Company, the "Principles of Good Corporate Governance and Best Practice Recommendations” as
set out by the Australian Stock Exchange Corperate Governance Council have been adopted. Where
there is variation from these principals, an explanation is provided in this report. Where necessary, details
of current policies and practices are provided.

1. Roles and responsibilities of the Board
The Board of Direclors is respoensible for the corporate govemance of the consolidated entity
including its strategic direction, establishing management goals and monitoring the achievement of
these objectives. The Board of Directors is responsible for reviewing and ratifying control systems
relating to risk management, internal control and legal compliance. The roles and responsibilities of
Directors are estabilished in the Company's code of conduct for directors.

2. Board Structure
2.1 Composition of the Board

2.2

2.3

In accordance with the definitions of an independent director as set out in Principle 2.1 of the
ASX Corporate Governance Councils “Principles of Good Corporate Governance and Best
Practice Recommendations”, Mr |, Murchison and Mr 3. Birkbeck are independent directors. The
Board is therefore not made up of a majority of directors whe are independent; however, the
directors believe that they can, and do, act independently making judgements that are in the best
interest of the Company on all retevant issues.

The Board belisves that its members represeni a good balance of skills, knowledge and
experience that are necessary to undersiand and manage the challenges faced in the pearling
industry. it also believes that the size of the Board reflects the appropriate allocation of the
Company's resources and allows for effective decision making by its members.

Rele of the Chairman

Mr Snow is the principal of Dampier Investments which is a substantial sharsholder owning
16.38% of the issued shares of the Company and therefore is not considered io meet the
definition of an independent director. My Snow and his fellow directors believe that he does act
independently and in the best interests of the Company and a# of its sharehclders when dealing
with issues that fall within the scope of the role of the Chairman.

Nomination Committee

The Board has nol established a nomination committee as there are insufficient direciors on the
Board for the functions of such a committee to operate effectively as a sub-committee. A formal
performance review of the board and its members has not been undertaken in the last financial
year. Careful consideration s given io the appointment of the Company's new direciors to
ensure that the Board is well served by their experience and skills. The Beard remains open fo
appointing additional directors whe may add value to the skill and knowledge base of the Board.

Directors are appointed for a fixed term with their positions made vacant in accordance with the
Company’s constitulion. Reappointment of a Director at the time of their retirement is not
automatic but they may rencominate for their positicns on the Board subjact to the constitution and
they are re-elected by the members at the Company’s annual general meeting.

3. Ethical Standards
3.1 Code of conduct

There is no format code of conduct in place for directors and senior executive officers. However,

the Board and management do adhere to best practice principals which include the following:

{i} conflict of interest — managing situations where the interest of a private individual interferes
of appears to interfere with the interests of the Company;
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{ily corporate opportunity - preventing directors and key executives from taking advantage of
property, information or position, or opportunities arising from these, for personal gain;

{iiy confidentiality - restricting the use of non-public information except where disclosure is
authorised or legally mandated;

{iv} fair dealing — by all employees with customers, suppliers, competitors and employaes of the
Company;

{vi protection and proper use of assets of the Company — ensuring the protection of and
sfficient use of assets for legitimate business purposes;

{vi} compliance with laws and regulations — active promotion of comptiance.

3.2 Trading in Company securities
The Company has a share trading policy. Directors and employees {and their associates) are
permitted to own shares in the Company but they are restricied fo the trading of the Company’s
shares or other securities within a "window” period being betwaen 24 hours and 30 days following
the release of any announcemsant o the Australian Stock Exchange. Directors must advise the
Company of any trading of its securities within five (5} days of any such transaction.

4. Integrity of financial reporting

Audit commiltee :

The audit committee is made up of the four {4} non-executive Directors, two of whom are not
independent. The chair of the audit commitiee is Mr |. Murchison, an independent director who is
not the Chairman of the Board. Mr Murchison is a qualified accountant and has extensive
financial experience. The other members of the audit committee have a good understanding of
business and are financially literaie. The size and makeup of the current Board makes it
impossible for there 1o be a majority of independent members on the audit committee.

5. Continuous disclosure
The Company does not have a written policy on disclosure requirements but it s compliant with
the continuous disclosure rules of the Australian Siock Exchange which ensures that:
{i} alt investors have equal and timely access i¢ material information concerning the
Company, including its financial situation, performance, ownership and governance; and
(it ~ Company announcements are factual and presented in a clear and balanced way.

6. Shareholder Relations

The Board aims to ensure that all shareholders are kept informed of the Company’s

performance. Information is reguiarly communicated to shareholders through:

{i} Distribution of the annual report to ali shareholders {other than those who elect not fo
receive it};

(it  Disiribution of shargholder ypdates which provide additional operational, corporate and
financial information retevant for that period;

(it} The annual general meeling and cther meetings where shareholders have the opportunity
to approve various Board actions;

{iv) Company announcements, shareholder or stock broker briefings and press releases which
are posted to the Company's web site; and

{v} Direct shareholder liaison by authorised executives.

The Company’'s auditor is reguired tc attend all annual general meetings to address
shareholders’ inguiries regarding the scope and conduct of the audit.

7. Risk Management
The Company has undertaken a risk assessment analysis in the last two years which was
facititated by a third party consultant. This addressed alt aspects of the business including the
financial, operational and compiiance risks, both financial and nen-financial.
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The Managing Director and the Chief Financial Officer have declared in writing to the Board that
the risk management and associated compliance and controls have been assessed and found to
be operating effectively.

8. Board and Executive performance

The performance of key executives is evaluated regularly by the Board. The performance of
senior managers is judged against key performance indicators set by the Board.

There has been no formal performance evaluation of the Board or individual directors undertaken
during the reporting pericd. The Board belisves that the individual directors have made
independent judgemenis on business matiers which have been in the best inerest of the
Company during the reporting period.

9, Remuneration

9.1

9.2

8.3

Remuneration Policy

The obiectives of the Company's remuneration framework is to ensure that reward for

performance is compelitive and appropriate for the resulls delivered and recognises the

environment within which its executives operate. Remuneration of senior executives is set with

the chjectives of:

{i} retaining and motivating key staff;

(iiy  attracting quality management skills to the organisation; and

(it} ensuring that exscutive staff fes! a strong sense of ownership in the Company's success
by sharing in the rewards of its success.

Remuneration Committee
A remuneration committee has not been establishad by The Board. The function of reviewing
remuneration for senior executives and directors is undertaken by the non-executive directors.

Remuneration Structure of Executive and Non-Executive Direciors

The Managing Director is empioyed under a fixed term contract which expires on 31 December
2007. His employment agreement specifies the responsibilities of his role. The Managing
Lirector's remuneration package has a fixed salary component as welt as various allowances
retating to Dr Taylor living in indenesia with his family. Dr Taylor is not entitled to any special
termination payments under this contract. The cusrent coniract for the Managing Director does
not provide for incentive payments in the form of cash or options linked to performance targets.

it is proposed that the Managing Director be remunerated by way of an allocation of shares in
2008, Details of this proposed allotment of shares are provided in the notice of meeting. This
allocation of shares is subject to shareholder approval.

The Directors’ remuneration is set out in the Directors’ Report. Non Executive Directors’
aggregate annuat remuneration may not exceed $250,000.

10. Stakeholders’ interests
The Company does not have a code of conduct to deal with the tegal and other obtigations to
stakeholders as set down in the ASX Corporate Governance Council’s “Principles of Good Corporate
Governance and Best Practice Recommendations”.

Senior executives are required to identify strategic stakeholders and maintain close contact with these
parties at all times. Such siakeholders include empioyees, local communities within which the peart
farming activities are operated, critical equipment and service suppliers, product distributers and local
and regionai government authorities.
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Employees have the right, and are encouraged o alert management and the Board in good faith o
potential misconduct without fear of retribution. Where necessary, such reports must be recerded and
investigated in full.

ACTIVITIES AND REVIEW OF OPERATIONS

The economic entity continues to operate only as a pear! producer. It has commenced retail activities but
these make up less than 5% of its annual turnover and net profit.

1.

Year in Perspective

The 2005 financial year has seen Atlas Pacific Limited retumn to a profit position with the posting of
a profit of $2.068M. This is the culmination of several years of steady hard work and the
implementation of a number of key sirategic developments including but not timited to:

« the diversification of production over a number of geographic cenires
» The specialisation of key activities 1o reduce unit cost of production
« The implementation of improved breeding and pear! growing techniques

« The development of a marketing team fo increase return on investment in pearl production
and pearl based products

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

Operating Results

The Board of Atias Pacific Limited announces that the economic entity’s afier tax profit for the year
ended 31 December 2005 is $2,060,587. This compares with an after tax loss of $594,274 for the
same period in 2004.

The major factor which has lead to this major turn around in position is the improved quality and
number of pearls produced and sotd during 2005 compared with 2004.

The Company's balance sheet and cashflow are strong and this was reflected in the payment of a
fully franked dividend of 1 cent per share on 28 December, 2005,

The Company sold $8,058,000 (2004 - $5,209,000) worth of pearls during the last year. In
addition to this, a further $473,000 was raised through the retail sale of pear! jewellery, mother of
pear! jewellery and home wares and the wholesale sale of MOP shell, pearl oyster sea food
products and oysters.

Pearl Oyster Production Results

During 2005 the combined efiorts at Alyai Bay and Penyabangan {North Bali} saw the company
seed over 380,000 oysters, of which the vast majority were operated for the first time.
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Hatchery production and grow-out at Penyabangan was again well on farget and the site was
further expanded. The Bacan joint operation hatchery was finalised in October 2005 with a new
venture in West Lombok taking its place to provide an alternalive centre for juvenile oyster
production. The Banyupoh joint operalion hatchery was terminated in September 2005 with
Fenyabangan taking over this production.

Many of the oysters produced at Penyabangan during its first season {2003/2004) have now been
seeded either at Alyui Bay or Bali and we are extremely pleased with the quality and post-
operative resulis.

The Company’s main ransport vessel “Sahabat” has been delivering oysters from Bali to Alyui
with increased efficiency following the replacement of the main enginge. The general health of
oysters post transport has been excellent during 2005 leading o better condition of pear! oysters
in the preparatory period prior to seeding.

Bali Project

The Company has increased its inierest in Bali by opening a2 new farm site at Karang Asem on
Bali's east coast and establishing a pear oyster lease on Nusa Lembongan Island in the south of
Bali. Almost 50,000 peart oysters were seeded in Bali this year. The pearls from these oysters wili
be farmed at the new locations of Karang Asem and Nusa Lembongan.

Lombok Project

Foilowing the termination of the Bacan venture, a new joint hatchery operation was established in
West Lombok. This new venture is very close to Bali providing management with easier access
and control of the operation. The venture was commissicned in November and several baiches of
young pearl oysters have been produced.

Alyui Bay Pearling Centre

The Alyui Bay ieam has maintained the minimum seeding target of 300,000 oysters per anaum
during 2005 with a total of 340,000 oysters seeded during the year.

The post operative resulis have again been pleasing and reflect the improved quality of our pear
oysters and the dedication of the technical and management team at Alyui Bay.

Harvests during 2005 were significantly improved compared toc 2004, a factor which was reflecisd
in the Company’s financial resuits. The consistency of colour during 2005 was exceptional with
95% of the pearls harvested being in the white to silver colour range. The result demonstrated the
effectivensss of the Company's selective breeding programme.



10.

ATLAS PACIFIC LIMITED AND TS CONTROLLED ENTIHES
DIRECTORS' REPORT

Socio-Political and Security Situation

The Cctober 2005 bombings in Kuta and Jimbaran tourist precincts of Bali had a serious
detrimental effect on tourism in Bali. Whilst there has been no observable effect on the general
business of the Company either in Bali or elsewhere in indonesia it has influenced the manner in
which the Company intends to develop further refail and tourism activities.

The Company continues to do all it can {o maintain good relations with local communities and
regional government agencies and parties that can have any influence over the safety and security
of cur personnet and assets in Indonesia.

Personnel

With the closure of the Bacan project key stafl were moved to the new ventures at East Bali and
Lombok as part of our commitment o strengthen local management. The pearting venture in Nusa
Lembongan will be managed by two former Alyui Bay staff, Ms Sugiwati Ndolu and Mr Abraham
Umbetehu.

Natalle Moss was recruited in 2005 as Marketing Manager faking over the development work
completed by Claire Taylor. The marketing team has been grown steadily during 2005 from two to
saven by the year's end.

Long term employee and Engineering Manager, Ryan Arnup left the group this year to open a
business in Australia. Ryan played a significant rele in the development of the Company's
operations in Indonesia. Ryan is replaced by Paut Barry as our new Engineering Manager.

The total permanent Indonesian based work force at 31 December was:

2005 2004
Expatriate 7 8
Naticnal Full time 335 332
National Tempcrary 128 100

Marketing

The Company continues to be represented by the pearl marketing and frading company Peart
Autore International {PAIl}. Buring 2005, PA] was successful in seliing a higher volume of Atlas
Pacific's pearis than in 2004. In an increasingly competitive market, the performance of PAl is
exceiient.

The develcpment of the Company’s internal markating efforts was boosted during 2005, In July of
2005, the Penyabangan site in North Bali was opened to the visiting public. Over the ensuing six
months “North Bali Pearis” has developed into a unigue educational experience.

Research and Development

The research and development programme that commenced late in 2004 has progressed well with
all the major breeding milestones achieved during 2005. The first survival and growth resulis have
been collected and are currently being analysed. The technique for DNA pedigree assignment of
the offspring created for this programme has been proven and we ook forward fo further
development during 20086.
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11. Environment

It is in the Company’s interest fc ensure that environment at the farm sites is protected and
maintained to the highest standards. All environmental regutations that relate to the Company in
Indonesia and Australia are adhered to. The Company has become involved in a number of
environmental inifiatives including providing support to reef and mangrove rehabilitation in North
Bali and supporting the aclivities of environmenial organisations such as Conservation
International in Papua.

12. Conclusion

The Company has detlivered on the promise of a return fo profit and subsequent reward to
shareholders in 2005. The financial position of the Company is sirong and the board and
management are locking to an even better result in 2006,

ECONOMIC ENTITY RESULT

The consolidated net profitf {loss} after income tax of the economic entity for the financial year was:

20065 2004
$ $
Operating profit/{loss) after income tax 2,080,587 {594,274}

FINANCIAL POSITION

The net assets of the company have increased from $16.029M at 31 December 2004 to $17.978M at
31 Becember 2005. This is as a result of ;

« anincrease in inventories, mainly in the form of biological assets {oysters);

+ an increase in fixed assets as new farm sites have been established; and

+ a2 decrease on payables as a result of prior year tax matters being resclved and paid.
The sconomic entity’'s working capital (being current assels less cument liabililies} has improved
significantly due to a larger number of oysters that are due o be harvested in 2006. Trade debtors were
higher at the end of 2005 than they were at the end of 2004 as a result of strong sales in the last few
months of 2006, Cash reserves have decreased from the prior year but the Company has sufficient
reserves and is expecting receipt of sufficient funds to meet its commitments.
The Company remains in a strong financial position with limited debt and sirong cash flow.
The economic entily is developing a retail operation in Bali to teke advantage of higher margins. Bali
attracts a significani number of tourists and despite the recent security issues, the number of potential

customers is expected to grow. These retail ventures will enhance the marketing capability of the
Company for the future.

SIGNIFICANT CHANGES IN STATE OF AFFAIRS

There are no significant changes in the state of affairs of the economic entity.
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DIVIDENDS
Dividends paid by the Company during the financial year ended 31 December 2005 were:
Date Paid Cents per share | Total Amount Proportion of
Paid Franking Credit
Per Share
29 December 2005 1.00 $878,103 100%

MATTERS SUBSEQUENT TO BALANCE DATE

Subsequent to the balance date, 2,800,000 shares have been offered to key executives at an issue price
of 29 cents {subject to shareholder approval}.

The resulis of significant operation activities are made available to sharehclders and other interested
parties through announcements o the Australian and NASDAQ Siock Exchanges and through reguiar
newsletiers.

LIKELY BEVELOPMENTS AND EXPECTED RESULTS

The economic entity has diversified its rescurces over the last three years o ensure that every possible
step has been taken in trying to maintain a consistent supply of juvenile oysters for the production of
pears. This strategy has placed the econemic entity in a strong position in relation to its ability o meet the
seeding targets that are set for current and future years.

The Company will continue to seek out further jeint venture and self owned and operated farm sites for
expansion of production. This will be done within the current resource capabilities of the economic entity.

The price that is achieved for pearls is market driven bui is determined by five characteristics being size,
colour, shape, skin quality and lustre. The production of a pear! is a natural process, which means that the
predicability of quality is uncertain. The company adopts best practice farming techniques to ry and limit
poor quality but it cannot influence environmental conditions that will influence the production process.

The number of pearis produced is directly influenced by the quantity of oysters that are seeded. The table
below shows the number of oysters that have been seeded in the last four years and the corresponding
revenue and profit for these periods..

2002 2003 2004 2005
Ovysters nucleated {virgin only} 168,777 214,088 342,164 378,325
Total Pear} Sales Revenue (AUD) $10,581,317 $8,803,802 $5.208,154 $9,004,562
Net Profit/{loss) after tax {AUS) $3.495.017 $1,244,733 34594 274} $2,080,587

Pearl sales are generally dencminated in Japanese Yen. The sirong Australian Dollar during 2005 has
resulted in lower prices per unit of weight in the reperting currency (AUD). The Company undertakes
foreign exchange hedging within approved policy limits o manage exchange rate fluctuations where it is
possible.

DARECTORS' BENEFITS

Deteils relating to Directors’ benefits other than Directors’ emoluments can be found at Note 27 1o the
accounts.



ATLAS PACIFIC LIMITED AND TS CONTROLLED ENTIHES
DIRECTORS' REPORT

INDEMNIFICATION AND INSURANCE OF DIRECTORS AND OFFICERS

Indemnification

The Company has agreed to indemnify the following current Directors of the Company; Mr G.R.W. Snow,
Mr S.J. Arrow, Mr .M. Murchison and [r J.J.U. Taylor, and the foliowing former Directors;
Mr L.F. Petersen, Prof A.M. Kerr and Mr R.P. Poernomo, Mr W.F. Jamas, against all liabilities to ancther
person (other than the Company or a related body corporate} that may arise from their position as
Directors of the Company, except where the liability arises out of conduct which invelves negligence,
defauit, breach of duty or a lack of gocd faith. The agreement stipulates that the Company will meet the full
amount of any such liabilities, including costs and expenses.

Insurance Premiums

Since the end of the previous financial year the Company has paid insurance premiums of $20,733 {2004 -
$15,390) in respect of directors' and officers’ liabitity and legal expenses insurance contracts, for current
and former Directors and Officers.

PROCEEDINGS ON BEHALF OF THE COMPANY

Noc person has applied for leave of coust to bring proceedings on behalf of the Company or intervene in
any proceedings to which the Company is a party. The Company has not been a parly to any proceedings
during the year.

NON-AUDIT SERVICES

The Board of Directors, in accordance with advice from the audit committeg, is satisfied that the provision
of non-audit services during the year is compatible with general standards of independence for auditors
imposed by the Corporations Act 2001, The Directors are satisfied that the services disclosed below did
not compromise the exiernal auditor's independence. The nature of the service provided do not
compremise the general principies relating to auditor independence.

The foliowing fees for non-audit services were paid/payable to the external auditors during the year ended
31 December 2005:

$
Review of reports relating to compliance with US
requiations for listing of ADR's on NASDAG 8,085
Tax audit advice in Indonesia 10,876
Other Tax advice 3,888
22,849

ADOPTION OF AUSTRALIAN EQUIVALENTS TO IFRS

As a result of the introduction of Australian equivalents to international Financial Reporting Standards
{IFRS}, the Company's financial report has been prepared in accordance with those Standards. A
reconciliation of adjustments arising on the transition to IFRS is included in Note 2 to this report.



ATLAS PACIFIC LIMITED AND TS CONTROLLED ENTIHES
DIRECTORS' REPORT

DARECTORS' AND SENIOR EXECUTIVES' REMUNERATION

Detsils of the nature and amount of each element of the remuneration of each director of the Company

and each of the executive officers of the Company receiving the highest remuneration are:

Base Allowances Super- Total
Remuneration annuation
{Salaries &
Fees)
Directors -

G.RW. Snow 2005 $60,000 - $5,400 $65,400
2004 $44, 687 - $4,022 $48,709

S5.J. Arrow 2005 $30,000 - $2,700 $32,700
2004 $30,000 - $2,700 $32,700

I.M. Murchison’ 2005 $36,000 - $3,240 $38,240
2004 $14,063 - $1,265 $15,328

S.P. Birkbeck * 2005 $21,250 - $1.913 $23,163
2004 - - - -

J.J.U. Tayior ** 2005 $225.443 $28.114 $4.075 $257,632
2004 $214,227 $65,026 $21,687 $300,940

Executives -

{3 Jorgensen | 2003 $183,775 - -l s183,775
2004 $160,306 - - $160,306

$;0B. Adams 2005 $110,000 - $9,900 $119,900
2004 $105,000 - $9,450 $114,450

J. Knauer *** 2005 $129,837 - - $120,837
2004 $106,382 - - $108,382

Notes:
Mr Murchison was appointed to the board on 28 July 2004.
Mr Birkbeck was appointed to the board on 15 April 2005,

Dr J Taylor, Mr J Jorgensen and Dr J Knauer are all Directors of the Company's Indonesian
subsidiary, P.T. Cendana Indopearis.
Dr J Taylor, Mr J Jorgensen and Ur J Knauer are all executives of the economic entity with the titles of
Managing Director, Production Manager and Technical Manager respactively.
it is the opinion of the Board that the onty officer of the Company who meets the definition of executive
officer as set out by the Corporations Act 2001 or the Australian Accounting Standards is the Company
Sacretary, the Production Manager and the Technical Manager.

1.
2.
3.
4.

5.

8.

Mr S Adams is the Company Secretary and Financial Controller of the economic entity.

Refer to section 9 of the Corporate Governance report for details of the remuneration policies of the
Company.



ATLAS PACIFIC LIMITED AND TS CONTROLLED ENTIHES

DARECTORS' INTERESTS

DIRECTORS' REPORT

The refevant interest of each current Director in the share capifal of the Company, as notified by the
Directors to the Ausiralian Stock Exchange in accordance with S205G (1) of the Corporations Law 2001,

at the date of this report is as follows:

Ordinary Shares
Direct Indirect
G.RW. Snow - | 14,385,558
3.J. Arrow - 1,952,834
L. Murchison - 706,667
3.P. Birkbeck - 750,000
J.J.U. Taylor 20,000 -

The sconomic entity had no options granted over unissued shares during or since the end of the financial

year.

The auditor's independence declaration on page 17 forms part of the directors’ report for the year ended

31 December 2005.

Signed in accordance with a
resotution of the Directors

G.RW. Snow
Chairman
31° March 2006
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31 March 2006

The Directors

Atlas Pacific Lid

PO Box 8015
SUBIACO WA 6904

Dear Sirs
DECLARATION OF INDEPENDENCE BY BDO TO THE DIRECTORS OF ATLAS PACIFIC LTD

Te the hest of my knowledge and belief, there have heen no contraventions of:

¢ the auditor independence reguirements of the Corporations Act in relation to the audit; and
e any applicable code of professional conduct in relation to the audit.
Yours faithfully

BDO
Chartered Accountants

AN

Sherif Andrawes
Partner




ATLAS PACIFIC LIMITED AND {TS CONTROLLED ENTITIES

INCOME STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2005

Note CONSOLIDATED THE COMPANY
2005 2004 2005 2004
$ $ $ $
Revenue 9,648,366 5,822,982 9,057,254 5,218,743
Other income 199,493 1,014,541 196,558 974,518
Total revenue 9,847,859 6,837,523 9,253,852 6,193,261
Cost of goods sold (4,275,378) {4.414,357) {4,844 054) {4,954 917)
Marketing expenses (B70,543) (564,743) (870,543) (564,743}
Administration expenses {1,730,268) {1.632,767) {1,147 620} {1,047 ,055)
Other expenses 4 {615,544} (722,584) (420,608} {2.592,386)
Total expenses (7,451,73%) (7,334,851) (7,282,825) {9,159,101)
Profit/{{Loss) before related income
tax expense 2,356,126 {497,328} 1,871,027 (2,065,840}
Income tax {expensel/benafit 5 (255,539} {96,946) {604,807) 117,203
Profit/{t oss) after income tax
attributable to members of the parent
entity 2,060,587 (594,274) 1,366,220 {2,848,637)
Overalt operations
Basic earnings per share {cents} 6 2.35 {0.68}
Diluted sarnings per share {cents} 6 2.35 0.68)

The accompanying notes form part of these financial statements.



ATLAS PACIEIC LIMITED AND ITS CONTROLLED ENTIHES

BALANCE SHEET

AS AT 31 DECEMBER 2005

CONSOLIDATED THE COMPANY
2005 2004 2005 2004
Note $ $ 3 $

Current assets
Cash and cash equivalents 7 1,475,480 3,208,996 1,280,339 2,659,148
Trade and other receivables 8 4,301,651 1,834,360 4,154,175 1,186,113
Financial assets G 5,631,149 - 4,066,985 -
Inventories 10 1,262,880 1,034,682 880,792 1,248,009
Biological assets 11 4.176,109 2,259,547 - -
Total current assets 16,847,279 B,437.585 10,401,281 5,093,270
Non-current assets
Receivables 8 “ - 14,649,066 14,979,745
Inveniories 10 114,630 193,521 - -
Biological assets 11 5,175,725 6,688,662 - -
Property, plant and equipment 13 2,123,684 1.825,434 24,438 30,525
Deferred Tax Assets 16 249,050 239,819 223,525 151,021
Total hon-current assets 7,663,089 B,847.536 14,897,026 15,161,291
Total assets 24 510,368 17,385,121 25,298,320 20,254 561
Current liabilities
Trade and other payables 14 682,975 1,020,365 254 477 350,953
Borrowings 15 79,428 - 79,428 -
Financial instruments 5 5,675,533 - 4,075,533 -
Current tax liabilities 18 203,120 230,480 203,120 -
Short term provisions 17 86,611 104,212 24,369 71,648
Total current liabilities 6,707 667 1,355,061 4,676,927 422 601
Non-current liabilities
Deferred tax liabilities 16 4,132 112 4,132 112
L.ong term provisions 17 164,928 - 7,385 -
Total nhon~current liabitities 169,060 142 11,517 112
Total liahilities 6,876,727 1,355,173 4,688,444 422,713
Net assets 17,633,641 16,020,048 20,608,878 10,831,848
Equity
issued capital 18 18,849,002 18,840,092 18,848,002 18,846,002
Reserves 19 (4,569,049 {4,677 577} - -
Retained profits 3,343,568 1,858,433 1,760,784 982,756
Total equity 17,633,641 16,029,948 20,608,878 19,831,848

The accompanying notes form part of these financial statements.



ATLAS PACIFIC LIMITED AND TS CONTROLLED ENTIHIES
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2005

CONSOLIDATED

THE COMPANY

2005 2004 2005 2004
Note $ $ $ $
Total equity at the beginning of the year 16,029,548 18,276,765 19,831,848 22,680,485
Adjustment on Adoption of AASB 132 and
AASE 138, net of tax:
Retained Profits 34 289,911 - 289 911 -
Reserves - - - -
Exchange differences on translation of 19 118,528 (1,652,533} - “
foreign operations
Net income recognised directly in equity 408,439 (1,652,633} 289,911 -
Frior year expenses brought to account in
current period 12,770 . . .
Profit/{Loss) for the year 20 2,060,687 {554.274) 1,366,220 (2,848,837
Dividend Payment 21 {878,103} - (B78,103}) -
Total equity at the end of the year 17,633,641 16,029,948 20,609,876 19,831,848

The accompanying notes form part of these financial statements.
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ATLAS PACIFIC LIMITED AND TS CONTROLLED ENTITIES
CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2005

CONSOLIDATED THE COMPANY
2005 2004 2005 2004
$ $ $ $
Cash flows from operating activities
Proceeds from pearl and oyster sales 7,208,358 5,838,568 6,528,608 5,200,858
Proceeds from other operating activities 78,799 769,835 12,237 701,640
Interest paid {4,032} {29} (4,032) (29
Interest and bill discounts received 88,731 176,843 79,232 163,139
Payments to suppliers {7,191,667) (6,279,630} {2.341,950) (1,678,098}
Income tax paid/{received) {368,980} (410,894} {119,350} {230,847}
Net cash provided by/{used in) operating aclivities
{Note 25.2} {150,891} 85,791 4,214,745 4,165,663
Cash flows from investing activities
Advances to conirolied entities - - (4,790,585} {5.605,B06}
Paymenis for property, plant and equipment {832,582} (778,641} {4,294} (23,083}
Proceeds on disposal of fixed assets 78,594 1,891 - -
Payment for Other Financial instrument - {47 450} - (47,450}
Net cash provided by/{used in} investing aclivities {753,688} {824,200} {4,794,879} (5,676,339}
Cash flows from financing activities
Proceeds from Borrowings 94,285 - 09,285 -
Repayment of Borrowings (19,857 - {19,857} -
Dividend Paymeant {878,103} - (878,103} -
Net cash provided byf{used in} financing aclivities {798,675) - {798,675) -
Net increass/{decrease} in cash held {1,742,954) {728,409} {1,378,809} (1,510,678}
Cash at the beginning of the financial year 3,208,596 4,301,918 2,659,148 4,169,824
Effects of exchange rate changes on the balances of
cash held in foreign currencies 9,438 {364,513} - -
Cash and term deposits at the end of the financial year
{Note 25.1) 1,475,480 3,208,998 1,280,339 2,659,148

The accompanying notes form part of these financial statements.
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ATLAS PACIFIC LIMITED AND TS CONTROLLED ENTIHES
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

14

1.2

1.3

Basis of preparation

This general purpose financial report has been prepared in accordance with Australian
Accounting Standards, Urgent Issues Group Interpretations and other mandatory professional
reporting requirements of the Australian Accounting Standards Board and the Corporations
Act 2001.

The financial report covers the economic entity of Atlas Pacific Lid and its controlled entities,
and Atlas Pacific Ltd as an individual parent entity. Aflas Pacific Ltd is a listed pubiic
company, incorporated and domiciled in Austrafia.

The financial report of Atlas Pacific Lid and its controlled entities and Atlas Pagcific Ltd as an
individual parent entity comply with afl Australian equivalenis io International Financial
Reporting Standards {IFRS} in their entirety.

The following is & summary of the material accounting policies adopted by the economic
entity in the preparation of the financial report. The accounting policies have been
consistently applied, unless otherwise stated.

First-time adoption of Australian Equivalent fo International Financial Reporting
Standards (AIFRS}

This financial report is the first annual report that the Company has prepared in accordance
with AIFRS. AASB 1 First-time adoption of Ausiralian Equivalent {0 International Financiat
Reporting Standards has been apptied in preparing these financial statements.

Financial statements of the Company untii 31 December 2004 had been prepared in
accordance with previous Australian Generafly Accepted Accounting Principies (AGAAP).
AGAAP differs in certain respects from AIFRS. When preparing the Company’s financial
reports for the year ended 31 December 2005, management has amended cerlain
accounting, valuation and consclidation methods applied in the previous AGAAF financial
statements to comply with AIFRS. With the exception of financial instrumenis, the
comparative figures were restated 1o reflect these adjustments. The Group has taken the
exemption avaiable under AASB 1 to only apply AASE 132 Financial Instruments: Disclosure
and Presentation and AASB 138 Financial Instruments: Recognition and Measurement from
1 January 2005. Refer to note 33 for further details.

Reconciliations and descriptions of the effect of transition from previous AGAAP to AIFRS on
the Group's equity and its net income are given in note 2.

Reporting basis and conventions -

The financial report has been prepared on an accruals basis and are based on historical
costs, modified by the revaluation of selected non-current assets and financial assets and
liabilities for which the fair value basis of accounting has been appilied.

Principles of consolidation

A controlied entity is any entity that Atlas Pacific Lid has the power to control the financial and
operating policies 50 as o cbtain benefits from its aclivities.

A list of controlled entities is contained in note 30 to the financial statements. All controlied
entities have a December financial year end.

The financial statements of the economic entity comprise consolidated accounts of Atlas
Pacific Limited and all controlled entities within the meaning of the Corporations Act. All
intercompany balances and unarealised profits resuiting from intra-group fransactions have
been gliminated.
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1.4

1.5

1.6

ATLAS PACIFIC LIMITED AND TS CONTROLLED ENTIHES
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

Where a conirolied entity is acquired during a year, its resulfs are included conly from the date
of acquisition. Where there is loss of contrel of a controlled entity during a year, its resuils are
inctuded only for that period of the year during which the parent entity had control.

in the instance of the acquisition of a contralled entity, the cost method of accounting is used
for alt acquisitions of assels regardless of whether shares or other assels are acquired. Cost
is determined as ihe fair value apportionment, at the date of acquisition, of the purchase
consideration plus costs incidental to the acquisition.

Income tax

The charge for current income tax expense is based on the profit for the year adjusted for any
non-assessable or disallowed items. |t is calculated using the tax rates that have been
enacted at the batance date.

Deferred tax is accounted for using the balance sheet iability method in respect of temporary
differences arising between the tax bases of assels and liabilities and their carrying amounis in
the financial siatements. No deferrad income {ax will be recognised from the initial recognition
of an asset or lability, excluding a business combination, where there is no effect on
accounting or taxable profit or loss.

Deferred tax is calculated al the 1ax rates that are expected o apply o the pericd when the
asset is realiged or liability is setited. Deferred tax is credited in the income statement except
where it relaies to items that may be credited directly to equity, in which case the deferred tax
is adjusted directly against equity.

Deferred income tax assets are recegnised o the extent that it is probable that fulure tax
profits will be available against which deductible temporary differences can be wtilised.

The amount of benefit brought to account or which may be realised in the fulure is based on
the assumplicn that no adverse change will ccour in income taxation tfegislation and the
anticipation that the economic entity will derive sufficient fulure assessable income o enable
the benefit io be realised and comply with the conditions of deductibility imposed by the law.

Inventories

{a) Pears - quantity of pearls as harvested and processed are valued at the lower of cost
or net market value.

{bY  Nuclei - guantities on hand at the year end are valued at cost.
{c} Oysters — refer note 1.6
Biological Assets

The economic entity has applied AASB141 Agricufiure. The standard requires that all
inventories, which are non-human, living assets, be treated separately from cther inventory.
Biclogical asseis must be measured at net market value and the increment/{decrement} in net
market values of the asseis is 1o be recognised as revenue/f{expense} in the statement of
financial performance. The value of the Biclogical Assets is only recognised when it can be
measured reliably.

Oysters are a living organism which meet the definition of a Biolegical asset. There is no
market for oysters by which a reliable valuation comparison of this category of the asset can
be made. Given the unceriainty and risk that exists in the process of producing a pearl and
other risk factors specific to the operations of the ecenomic entily, the Directers believe that
the most appropriate market valuation for the oysters i their cost of production. Cost is the
total direct hatchery and farm operations and includes the cost of oyster purchases and nuclei
used in seeding operations.
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1.7

1.8

ATLAS PACIFIC LIMITED AND TS CONTROLLED ENTIHES
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

The details of the Biological assets that are held by the economic entity as at 31 December
2005 are provided at Note 11.

Property, Plant & Equipment

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

Property

Freghold land and buildings are shown at their fair value {being the amount for which an
asset couid be exchanged between knowiedgeable willing pariies in an arms length
fransaction}, based on pericdic valuations by external independent valuers, less subsequent
depreciation for buildings.

Leasehold property is shown at cost and amortised over the shorter of the term of the
unexpired lease on the property or the estimated useful life of the improvementis on the

property.
Plant and Equipment

Plant and eguipment are measured on the cost basis less depreciation and impairment
losses.

The carrying value of plant and equipment is reviewed annually by Directors 10 ensure it is not
in excess of the recoverable amount of these assets which is assessed on the basis of the
expected net cash flows that will be received from the assets employed and subsequent
disposal.

The cost of fixed assets constructed within the gconomic entity includes the cost of materials
and direct labour. Repairs and mainisnance carried out on the assels are expensed unless
there is a future economic benefit that will flow o the group which can be reliably measured,
in which case the value of the asset is increased.

Depreciation

Depreciation on property, plant and equipment is calculated on a siraight tine basis so as to
write off the cost or valuation of property, plant and equipment over their estimated ussful
lives commencing from the ime the asset is held ready for use.

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

Class of fixed asset Depreciation rate
2008 2004
Leasehold land & buildings & improvements 5-10% 5-10%
Vessels 10% 10%
Plant & equipment 20-50% 20-50%

Financial Instruments
From 1 January 2005

The Group classifies its investments in the following categories: financial assets at fair value
through profit or loss, loans and receivables, held-tc-maturily invesiments, and availabte-for-
sale financial assets. The classification depends on the purpose for which the investments
were acquired. Managemeni determines the classification of itls investmenis at initial
recognition and re-svaluates this designation at each reporting date.
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ATLAS PACIFIC LIMITED AND TS CONTROLLED ENTIHES
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

{&}  Financial asseis at fair value through profit or loss

A financial asset is classified in this category if acguired principally for the purpose of selling in
the short term or if so designated by management within the requirements of AASB139
Recognition and Measurement of Financial Instrumenis. The policy of management is fo
designate a financial asset if there exists the possibility it will be sotd in the short term and the
asset is subject to frequent changes in fair value. Derivatives are also categorised as held for
trading untess they are designated as hadges. Assets in this category are classified as current
assets if they are sither held for trading or are expecied to be realised within 12 months of the
balance sheet date. Realised and unrealised gains and losses arising from changes in the fair
vatue of these assets are included In the income statement in the peried in which they arise.

{b}  Loans and receivables

Loans and receivables are non derivative financial assets with fixed or determinable
payments that are not quoted in an active market. They arise when the Economic Entity
provides money, goods or services directly to a deblor with no intention of selling the
receivable. They are included in current assets, except for those with maturifies greater than
12 months after the balance sheet date which are classified as non-current asseis. Loans and
receivables are included in receivables in the balance sheet.

{c}  Held-to-maturity investments

Held-to-maturity invesiments are non-derivative financial assets with fixed or determinable
paymenis and fixed maturifies that the Eccnemic Entidy's management has the posilive
intention and ability to hold to maturity.

{d}  Available-for-sale financial assetls

Available-for-sale financial assets, comprising principally marketable equity securities, are
non-derivatives that are either designated in this category or not classified in any of the other
categeries. They are included in non-current assets unless management intends to dispose
of the investment within 12 months of the balance sheet date. Unrealised gains and losses
arising from changes in fair value are taken direcily to equity.

{8}  Recognition

Purchases and sales of investments are recognised on trade-date, the date on which the
Economic Entity commits {o purchase or sefi the asset. Invesimenis are initially recognised al
fair value plus transaction costs for all financial assets not carried at fair valug through profit
or loss. Financial assets are derecognised when the rights to receive cash flows from the
financiat assels have expired or have been transferred and the Economic Entity has
transferred substantially all the risks and rewards of ownership.

{ft  Financial liabilities

Non-derivative financial liabilities are recognised at amortised cost, comprising original debt
tess principal payments and amortisation.

{g}  Derivalive instruments

Derivative instruments are measured at fair value. Gains and lesses arising from changes in
fair value are taken to the income statement uniess they are designated as hedges.
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1.9

ATLAS PACIFIC LIMITED AND TS CONTROLLED ENTIHES
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

{h}  impairment

At each reporting date, the group reviews the carrying values of ifs 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 o sell and value in use, is compared {o the assels carrying value. Any
excess of the assels carrying value over its recoverable amount is expensed to the income
statement.

{i} Fair vaiue

Valuation techniques are applied fo determine the fair value of all uniisted securities, including
arms fength transactions, reference 1o simifar instruments and option pricing models.

(i investment in subsidiaries

Investments in subsidiaries are recognised in the financial statements at the cost method less
impairment fosses as they are unqucted investmenis.

Derivatives
From 1 January 2004 to 31 December 2004

The Economic Enlity has taken the exemption available under AASE1 o apply AASE 132 and
AASE 139 from 1 January 2005. The Group has applied AGAAP {o the comparative
information on financial instruments within the scope of AASB 132 and AASE 139. For further
information on previous AGAAP refer to the annual report for the year endad 31 December
2004.

Adjustments on transition date: 1 January 2605

The nature of the main adjustments ic make this information comply with AASB 132 and
AASE 139 are that derivatives are measured on a fair value basis. Changes in fair value are
either taken o the income statement or an equily reserve {refer below). At the date of
transition {1 January 2005} changes in the carrying amcunis of derivatives are taken to
retained sarnings or reserves, depending on whether the criteria for hedge accounting are
satisfied at the transition date.

From 1 January 2005

[erivatives are initially recognised at fair value on the date a derivative coniract is entered into
and are subsequently remeasured tc their fair value. The hedging contracts that are taken out
by the Economic Entity do not gualify as an effective hedge under the accounting standards.
Changes in the fair valug are recognised immediately in the income statement.

1.18 Foreign Currency Transactions and Balances

Functional and presentation currency

tems included in the financial statements of each of the subsidiaries within the Economic
Entity are measured using the currency of the primary economic enviranment in which the
entity operates {“the functional currency”). The consolidated financial siatements are
presented in Austrafian dollars, which is Atlas Pacific Lid's functional and presentation
currency.
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ATLAS PACIFIC LIMITED AND TS CONTROLLED ENTIHES
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

Transactions and balances

Foreign currency fransactions are translated into functionat currency using the exchange rates
prevailing at the date of fransaction. 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 franslation 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 exient that the gain or loss is direclly recognised in equity, otherwise the
exchange difference is recognised in the income siatement.

Group Companies

The results and financial position of all group entities {none of which has the cusrency of a
hyperinflation economy) that have a funclional currency different from the presentation
currency are transiated into the presentation currency as follows:

« Assels and Habilities for each balance sheet presented are franslated at the closing
rate at the date of that balance sheet;

« Income and expenses for each income statement are iranslated at average exchange
rates;

« and all resulting exchange differences are recognised as a separaie component of
equity.

On consclidation, exchange differences arising from the translation of any net invesimeni in
foreign entities, and of borrowings and other currency instruments designated as hedges of
such investments, are taken to shareholders’ equity. When a foreign operation is sold or
borrowings repaid, a propertional share of such exchange differences are recognised in the
income statement as part of the gain or loss on sale.

Employee Benefits

Provision 8 made for the Economic Entity’s fiability for employee entitlements arising from
services rendered by employees to balance date. Employee enfittements expected o be
seitled within one year together with entitlements arising from wages and salaries, annual
leave and sick leave which will be settied after one year, have been msasured at their
nominat amount. Other employee entitliemenis payable later than one year have been
measured ai the present value of the estimated future cash ouiflows to be made for those
entitlements.

Contributions are made by the economic enlity to employee superannuation funds and are
charged as expenses when incurred.

The cost of providing defined benefils are determined using the projected unit credit method.
Actuarial valuations are undertaken periodically 1o measure the fiability to the economic entity
of the defined benefits that are required o be met by law.

1.12 Provisions

Provisions for tegal claims are recognised when the Economic Entity has a present legal or
constructive obligation as a result of a past event; it is more likely than not that an cutfiow of
rescurces will be required to seilie the obligation; and the amount has been reliably
estimated.
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1.13 Cash and Cash Equivalents

Cash and cash equivalents includes cash on hand, deposits held at call with financial
institutions, other short-term, high liquid investments with original maturity or three months or
less that are readily convertible to known amounts of cash and which are subject to an
insignificant risk of change in value, and bank overdrafis.

1.14 Revenue recognition

{a) Sales Revenue comprises of revenue earned from the sale of producis or services to
entities ouiside the consclidated entity. Sales revenue is recognised when the goods
are provided or when the fee in respect of services provided is receivable.

{by Interest Income is recognised as it accrues.

{c}  Asset Sales Revenue comprises of the gross proceeds of the assets. The profit and
toss on disposal of assets is brought to account at the date on which an unconditional
contract is signed.

1.15 Leases

Lease payments for operaling leases, where substantially af the risk and benefits remain with
the lessor, are charged as expenses in the period in which they are incurred.

1.18 Earnings Per Share

{a) Basic earnings per share
Basic earnings per share is determined by dividing net profit after income tax atiributable
to members of the Company, excluding any costs of service equity other than ordinary
shares, by the weighted average number of grdinary shares ouistanding during the
financial year, adjusted for bonus elements in ordinary shares issued during the year.

{bY Diluted sarnings per share
Diluted earnings per share adjusts the figure used in determination of basic earnings per
share to take into account the after income tax effect of inierest and other financial costs
associated with dilutive poientiat ordinary shares and the weighied average number of
shares assumed to have been issued for no consideration in relation to ditutive potential
ordinary shares.

1.17 Segment Reporting

Segmeni revenues and expenses are those directly atiributable {o the segment and include
any joint revenue and expenses where a reasonable basis of allocation exisis. Segment
asseis include all asseis used by a segment and consist principally of cash, receivables,
inventories, intangibles and property, plant and squipment, net of aliowances and
accumulated depreciation and amortisation.  Whilst most such assets can be directly
attributed to individual segments, the carrying amount of cerfain assets used jointly by two or
more segments is allocated to the segments on a reasenable basis. Segment liabilities
consist principally of accounts payable, employse entitlements, accrued expenses, provisions
and borrowings. Segment assets and tiabilities do not include deferred income tax.

inter-segment Transfers — Segment revenues, expenses and resuits include transfers
between segmenis. These transfers are eliminated on consoclidation.

1.18 Comparative Figures

When required by Accounting Standards, comparative figures have been adjusted to conform
to changes in presentation for the cusrent financiai year.
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1.1% Critical accounting estimates and judgments

The Directors evaluate estimates and judgments incorperated into the financial report based
on hisiorical knowledge and the best available current information. Estimates assums a
reasonable expeciation of future events and are based on current frends and economic data,
obtained both externally and within the group.

Key estimates — mpairment

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 irigger exists, the
recoverable amount of the asset is determined. Value-in-use calculations performed in
assessing recoverable amounts incorporate a number of key estimates.
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2. FIRST TIME ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL
REEPORTING STANDARDS (IFRS)
Economic Entity —
Reconciliation of equity reported under Australian Generally Accepted Accounting Principles
{(AGAAP) to equity under Australian equivalenis to IFRSs {AIFRS}
At date of transition to AIFRS: 1 January 2004

Consolidated

Effect of
Previous Transition to
AGAAP AIFRS AIFRS
3 3 $
Current Assets
Cash and cash equivalents 4,301,918 - 4,301,918
Trade and other receivables 1,253,030 “ 1,253,030
inventories (2a) 3,333,848 {383,445} 2,850,503
Biological assets {2a) 2,165,998 {457 410} 1,708,588
Total Current Assets 11,054,894 {840,855} 10,214,039
Non-current assets
inventories {2a) 121,836 {18,830} 103,006
Biological assets {2a) 8,406,627 {1,568,575} 6,838,052
Property, plant and equipment {2a) 2458214 {557,654} 1,860,560
Deferred tax asset 150,563 “ 150,563
Total non-current assets 11,137,240 (2,185,059} 8,852,181
Total Assets 22,152 134 {3,025,914) 19,166,220
Current liabilities
Trade and other payables 766,980 (867} 766,113
Cusrent tax liabilities - - -
Short term provisions 122,948 - 122,946
Total current liabilities 889,926 - 889,059
Non-current liabilities
Deferred tax liabilities 408 - 4086
Total non-current labilities 406 - 406
Total liabilities 890,332 ~ 889,465
Net Assets 21,301,802 (3,025,514} 18,276,755
Equity
issued capital 18,845,092 - 18,844,092
Foreign currency transiation reserve (2D} - {3,025,047} (3,025,047}
Retainad profits 2,452,710 - 2,452,710

Total equity 21,301,802 (3,025,047} 18,276,755
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2 FIRST TIME ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL
REPORTING STANDARDS (IFRS) {Cont.}

Economic Entity —
At the end of last reporting period under previous AGAAP: 31 December 2004

Consolidated

Effect of
Previous Transition o
AGAAP AIFRS AIFRS
g 3 $
Current Assets
Cash and cash equivalents 3,208,596 - 3,208,998
Trade and other receivables 1,934,360 “ 1,834,360
Inventories (2a) 1,201,667 {166,985} 1,034,682
Biological assets (2a} 2,683,417 {323,870} 2,258 547
Total Current Assets 8,028,440 {480,855) 8,437,585
Non-current assets
Inventories {2a) 240,248 {46,727} 193,521
Biological assets (2a) 9,080,274 (2,401,612) 6,688,662
Froperty, plant and equipment (2a) 2,688,138 {862,704} 1,825,434
Deferred tax assets 235,919 - 235,919
Total non-current assets 12,258,576 {3,311,043) 8,947,536
Total Assets 21,187,018 {3,801,898) 17,385,121
Current liabilities
Trade and other payables 1,020,369 - 1,020,369
Curreni tax liabilities 230,480 “ 230,480
Shost term provisions 104,212 - 104,212
Total current liabilities 1,355,061 - 1,355,061
Non-current liabilities
Deferred tax liabilities 112 - 112
Total non-current liabilities 112 - 112
Total liabilities 1,365,173 - 1,355,173
Net Assets 19,831,846 {3,801,898) 16,026,948
Equity
Issued capital 18,849,092 “ 18,844,082
Foreign currency translation reserve {2b} - (4,677,577} {4,677.577)
Retained profits {2¢c} 982,754 875,679 1,858,433

Total equity 19,831,846 {3,801,898) 16,026,948
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2 FIRST TIME ADOPTION OF AUSTRALIAN EQUIWALENTS TO INTERNATIONAL FINANCIAL
REPORTING STANDARDS (IFRS) {Cont.}

Economic Entity —
Reconciliation of profiti{loss} under previous AGAAFP to profit/{loss) under Austratian
gquivalenis to IFRS {AIFRS)

Reconciliation for the profit/(loss) for the year ended 31 December 2004

Consolidated

Effect of
Previous Transition to
AGAAP AIFRS AIFRS
$ $ $

Revenuse 5,822,982 - 5,822,982
{ther income 1,014,541 “ 1,014,541
Total revenue 6,837,523 - 6,837,523
Cost of goods sold (2d} 5,089,271 (6874,914) 4,414,357
Marketing expenses 564,743 - 564,743
Administration expenses 1,604,338 - 1,804,336
Borrowing costs 29 - 29
Depreciation 28,356 “ 28,356
Write down of Oyster Inventory values {2d} 541,032 {15,269} 525,763
COther expenses {Z2e) 382,768 {185,499} 197 267
Total expenses 8,210,533 {875,682) 7,334,851
Profit/{loss} before income tax expense {2c) {1,373,010) 875,682 {497,328)
Income tax expense {96,946) - {96,946}

Profit/{loss) after income tax
attributable to members of the
parent entity (2c) {1,469,958) 875,682 {584,274)
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FIRST TIME ADOPTION OF AUSTRALIAN EQUIWALENTS TO INTERNATIONAL FINANCIAL

REPORTING STANDARDS (IFRS) {Cont.}

The Company —

Reconciliation of equity reported under Australian Generally Accepted Accounting Principles
{AGAAP} to equity under Australian equivalents io IFRSs (AIFRS)

At date of transition to AIFRS: 1 January 2004

Current Assets

Cash and cash equivalents
Trade and other receivables
inveniories

Total Current Assets

Non-current assets

Trade and other receivables
Property, plant and equipment
Deferred tax assets

Total non-current assets
Total Assets

Current liabilities

Trade and other payables
Cusrent tax liabilities
Short term provisions
Total current liabilities

Non-current liabilities
Deferred tax liabilities

Total non-current tiabilities
Total liabilities

Net Assets

Equity
Issuad capital

Foreign currency franslation reserve

Retainad profits
Total equity

Consolidated

Effect of
Previous Transition to
AGAAP AIFRS AIFRS
3 3 $

4,165,824 “ 4,165,824
757,832 “ 757,832
3,027,284 “ 3,027,284
7,954,940 - 7,954,940
14,836,844 “ 14,938,844
14,672 “ 14,672
34,107 “ 34,107
14,985,623 - 14,985,623
22,840,563 - 22,840,563
181,329 “ 181,329
72,963 “ 72,963
254,292 - 254,202
5,786 “ 5,786
5,786 - 5,786
260,078 - 260,078
22,680,485 - 22,680 485
18,849,002 - 18,845,082
3,831,393 “ 3,831,383
22,680,485 - 22,680,485
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FIRST TIME ADOPTION OF AUSTRALIAN EQUIWALENTS TO INTERNATIONAL FINANCIAL

REPORTING STANDARDS (IFRS) {Cont.}

The Company —

At the end of last reporting period under previous AGAAP: 31 December 2004

Current Assets
Cash and cash equivalents
Trade and other receivables
Inventories
Total Current Assets

Non-current assets

Trade and other receivables
Froperty, plant and equipment
Deferred tax assets

Total non-current assets
Total Assets

Current liabilities

Trade and other payabies
Current tax liabilities
Shost term provisions
Total current liabilities

Non-current liabilities
Ceferred tax liabilities

Total non-current liabilities
Total liabHities

Net Assets

Equity
issued capital

Foreign currency translation reserve

Retained profits
Total equity

Consolidated

Effect of
Previous Transition to
AGAAP AFRS AIFRS
§ 3 $
2,659,148 - 2,659,148
1,186,113 “ 1,186,113
1,248,008 “ 1,248,009
5,083,270 - 5,003,270
14,979,745 “ 14,875,745
30,6256 “ 30,5625
151,021 “ 151,021
15,161,201 - 15,161,291
20,254 561 - 20,254,561
350,853 - 350,953
71,648 “ 71,648
422 601 - 422,601
112 - 112
112 - 112
422713 - 422,713
19,831,848 - 19,831,848
18,849,092 “ 18,845,082
H82,756 “ OB2.756
19,831,848 - 19,831,848
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FIRST TIME ADOPTION OF AUSTRALIAN EQUIWALENTS TO INTERNATIONAL FINANCIAL
REPORTING STANDARDS (IFRS) {Cont.}

The Company —
Reconciliation of profit/{loss) under previous AGAAP to profit/{loss} under Australian equivalenis
to IFRS {AIFRS)

Reconciliation for the profit/{loss) for the year ended 31 December 2004

Consolidated

Effect of
Previous Transition to
AGAAP AIFRS AIFRS
3 $ $
Revenue 5,218,743 “ 5,218,743
{ther income 974,518 - 974,518
Total revenue 6,193,261 - 6,193,261
Cost of goods sold (4,954,617 - (4,854,917}
Marksting expenses (564,743) - {564,743)
Administration expenses {1,047,055} - (1,047,055}
Borrowing costs {29} - {29}
Other expenses {2,692,357} - (2,692,367}
Total expenses 9,159,101} - {9,159,101}
Profit/{loss) before income tax expense {2.,965,840} - (2,865,840}
Income tax expense 117,203 - 117,203
Profit/{loss) after income tax
attributable to members of the
parent entity {2,848,637) - {2,848,637)
Notes to the reconciliation of equity and profit and loss at 1 January 2004 and 31 December
2004
a) The changes in the value of inventory, biological assets and property, plant and equipment

c)

reflects the change from AGAAP where the carrying valuss of non-monetary ftems of the
Group's Indenestan subsidiary were based on historic rates using the “Temporal method” to
AFIRS where these items are transiated at the balance sheet rate under the “Current rate
method”. The functional currency of the Indonesian subsidiary, PT Cendana Indopearls, is
indonesian Rupiah which has devalued against the Australian Dollar over ime. This has
resulted in a decrease in the book value of these assets when reported in Austratian Dofars
using the Current rate method of accounting as reguired under AlIFRS.

The adjustments that are recognised in 2a are recorded in a foreign currency translation
reserve. 1ranslation adjustments for non monetary assets are recorded as a movement in
the foreign currency transiation reserve.

The change in the retained sarnings reflects the different treatment of inventory in the
Group's Indonesian subsidiary under AGAAF and AFIRS which has an effect on cost of
goods sold and write down in inveniory {refer 2d}. This also refigcts the change in the
treatment of forgign currency movements under AIFRS compared to AGAAP {refer 2g).
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2 FIRST TIME ADOPTION OF AUSTRALIAN EQUIWALENTS TO INTERNATIONAL FINANCIAL

REPORTING STANDARDS (IFRS) {Cont.}

d) The change in cost of goods seld and written down value of inventory when reported under

AIFRS compared to AGAAP arises due to the lower asset value on translation of foreign
assets, in particular the oyster inventory.

e} The difference in other expenses under AlFRS reflects the foreign currency translation that

was expensed when treated under the temporal method of accounting but which is

transferred 1o the transiation reserve under AFRS.

3. REVENUE FROM ORDINARY
ACTIVITIES
Revenue from operating activities
Sales revenue

Revenue from outside operating activities
Interest received — other parties
Net foreign exchange gain from
operating activities
Cther revenues
Property rental

Other income

Total revenue

CONSOLIDATED THE COMPANY
20605 2004 2005 2004

$ $ $ $
9,648,366 5,822,982 90567254 5,218,743
101,618 156,262 92,118 142,558
6,839 794,084 32,242 831,860
42,963 19,391 72,237 -
48,073 48,804 - -
199,493 1,014,541 196,598 574,518
9,847,859 8,837,523 5,253,852 8,193,261

4. PROFIT FROM ORDINARY ACTIVITIES
BEFORE INCOME TAX EXPENSE

The operating result before income tax has been determined after charging/{crediting} the following items:

Finance Costs
Interest paid — other corporations

Administration expenses from ordinary
activities

Operating lease rental costs

Movements in provisions
Depreciation property, plant and equipment

Other expenses from ordinary activities

Movements in provisions
Increase in tax related expenses
Provision for employee entitlements
Write-down in oyster inventory value
Loss/{profit} on disposal of fixed assets
Research and Development cosis

Significant revenues and expenses
Frovision for impairment in loan to subsidiary

1,399 29 1,399 29
39,915 48,508 18,442 27,461
35,072 28,356 10,382 7,228

. 177,442 . )
34,214 19,727 (23,959) 16,061
. 541,032 . .

6,116 {20) . .

87,500 . 87,500 .
(127 830) 738,181 63,541 16,061
. . . 2,576,296
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INCOME TAX

The components of tax expense comprise:

Current income tax

Deferred Tax — relating o origination and
reversal of temporary differences

The prima facie tax on profit from ordinary
activilies before income tax is recenciled to the
income tax as follows:

Accounting profit/{loss) before tax

Frima facie tax expense calculated at 30% on
the profit from ordinary activities

Tax effect of permanent differences:
Non deductible expenses
Tax looses not brought to account
{indonesia}
Over-provision of tax in prior period
Other Assessable Income
Permanent Differences {indonesia)
Non-Deductible Expenses {Indonesian Tax
Audity
Restatement of closing trading stock
Amortisation of goodwill
Provision for Invesiment in Subsidiary
Foreign currency movements
Inventory valuation adjustment
Cuarrent year logses not brought to account
Income tax under/{over} provided in prior
years

Income tax attributable to operating result

Weighted average effective iax rates

The effective tax rate in 2005 for the economic
entity is reduced by the utitisation of losses not
brought o account in Indonesia as well as the
reversal of over accrual for tax in prior periods.

An income tax expense was created in the
ecanomic entity in 2004 as a resuli of {ax
assessmants for prior periods in Indonesia.

The effective tax rate for the Company in 2004
was reduced as a resuit of a significant
permanent difference created from a provision
for investment in subsidiaries.

CONSOLIDATED THE COMPANY

2005 2004 2005 2004
$ 3 $ $
300,217 . 673,291 .
96,946

(4,678) (68,484)  {117,202)

295,530 96,946 604,807 {117,202)

2356,126  (497,328) 1,971,027 (2,965,840)

706,838  {149,198) 591,308  {889,752)

496 963 496 963

(220,477) ; ] )

(373,047) . . .

. 778 . 778

176,100 43,144 . ;

. 53,233 . .

. 91,897 . .

. . . 772,888

. {232,063) . .

. 68,308 . .

162 251,672 . .

5467 (30,688 13,003 (2,080)

295,530 96.046 604,807 (117,203)

12.54% N/A 30.68% 3.95%
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CONSOLIDATED THE COMPANY
2005 2004 2005 2004
5. INCOME TAX {Cont) $ $ $ $
¢} Deferred income tax at 31 December relates
to the following:
Deferred tax liabilities
Accrued interest 3.866 - 3,866 “
Prepayments 154 292 154 292
Deferred tax assels
Lifference in accounting and tax
depreciation 6,604 53,306 1,546 791
Trade debtors 2,186 5,448 2,188 5448
Accruals 1,931 9,297 1,931 10,038
Provisions (38,198} 5,621 8,840 4,582
Unrealised foreign exchange losses {85,538} 2,146 (193,124) 2,146
Revenue losses carried forward 114,555 {114,556} 114,554 {114,556}
Other (6,238) 135,392 (6.237) (26,343}
Deferred tax income/{expense} {4,678} 06,946 {68,484} {117,202}

For details of the franking account, refer to Note 20.

6. EARNINGS PER SHARE

Basic earnings per share {cenis per share}
Diluted sarnings per share {cents per share}

Earnings reconciliation

Nat profit/{loss) used for basic earnings
After tax effact of dilutive securities
Diluted sarnings

CONSOLIDATED

Weighted average number of ardinary shares outstanding during the

year used for calculation of basic earnings per share

Weighted average number of potential ordinary shares ouistanding
during the year used for calculation of diluted earnings per share

2005 2004
CENTS CENTS
2.35 (0.68)
2.35 {0.68)
CONSOLIDATED
2005 2004
$ 3
2,060,587 (594,274)
2,060,587 (594,274)
87,810,254 87,810,254
87,810,254 87,810,254

Diluted earnings per share is calculated afier taking info consideration all options and any other
securities that were on issue that remain unconverted at 31 December as potential ordinary shares.
There were no optiens or other sgquities on issue that would create a dilutive effect as at 31

December.
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CONSOLIDATED THE COMPANY
2005 2004 2005 2004
$ $ $ $
7. CASH ASSETS
Cash at bank 660,373 1,508,996 465,232 1,359,148
Deposits at Call 815,107 1,300,060 815,107 1,300,000
1,475,480 3,208,898 1,280,339 2,659,148
The effective inierest rate on short term
bank deposits was 4.53% (2004 3.05%],
these deposits have an average maturity of
17 days.
8. RECEIVABLES
CURRENT
Trade receivables 3,717,225 764,516 3,694,183 705,059
income tax receivable 53,301 B27.755 - 350,823
Sundry debtors & prepaymenis 531,125 341,689 459,992 130,231
4,301,651 1,834,360 4154175 1,186,113
NON CURRENT
Amount receivable from conirolled entities - - 18,830,209 15,160,886
Frovision for impairment of receivables - - (4,181,143} (4,181,141}
- - 14,640,068 14,979,745
9. FINANCIAL INSTRUMENTS — CURRENT
Derivative financial assets 5,631,149 “ 4,066,985 “
Derivative financial liabilities (5,675,5633) - {4,075,533) -
Derivative financial assels and liabilities comprise
forward foreign exchange contracts and
determine option contracts which are in place as
cash flow hedges. Gains and losses arising from
changes in fair value of foreign exchange
contracts are recognised in the income siatement
in the pertod in which they arise. These financial
instruments are classed as held trading.
10. INVENTORIES
CURRENT
Pearls 1,166,004 1,027,433 898,792 1,248,009
Other 106,888 7,249 - -
1,262,850 1,034,682 898,792 1,248,009
NON CURRENT
Nuclet 114,630 116,304 - -
Other - 77,217 - -
114,630 193,521 - -
TOTAL INVENTORY 1,377,520 1,228,203 895,792 1,248,009
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CONSOLIDATED THE COMPANY
2005 2004 2005 2004
$ $ $ $
11. BIOLOGICAL ASSETS
CURRENT
Oysters 4. 176,109 2,259 547 - “
NON CURRENT
Ovysters 5,175,725 6,688,662 - “
Total Biological Assets 9,351,834 8,948,209 - “

The details of the Biological Assels that are held by the economic entity as at year end are as
foliows:

Naturs:- Qysters (Pinclada Maxima)
2005 2004
No. No.
Quantity held within the economic entities operations:-
Juvenile oysters which are not nucleated 520,660 749,889
Nucleated oysters 805,760 385,578
(Other oysters used for broodstock, saibo tissue and research 2,050 3,006

1,128,470 1,138473

Quantity owned by the economic entity within joint operations:

Nucleated oysters 11,173 97,628
Change increment in net market value during the financial year $ - g-
CONSOLIDATED THE COMPANY
2005 2004 2005 2004
$ $ $ $

t2. INVESTMENTS

Controlied entities
- unlisted shares {see Note 30} - 2,750,004 2,750,004
Provision for diminution in value - - {2,750,004% (2,750,004}
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CONSOLIDATED THE COMPANY
2005 2004 2005 2004
$ $ $ $
13. PROPERTY, PLANT AND EQUIPMENT
{a) General
Piant and equipment
- at cost 71,546 100,475 71,546 100,475
- accumulated depreciation {47,108} {69,550} {47,108} {69,950}
24 438 30,525 24,438 30,525
{b} Pealing project
Leasehold land and buildings
- at cost 1,200,261 943,653 - -
- accumulated depreciation {430,265} {345,063} - -
769,998 558,590 - -
Flant and equipment, vessels, vehicles
- at cost 4500172  4356,773 - -
- accumulated depreciation (3,570,922 (3,160.454) - “
1,329 250 1,196,319 - -
Total pearling project 2,089,246 1,754 909 - -
Total property, ptant and equipment 2,123,684 1,825,434 24,438 30,525

Reconciliations of the carrying amount for
each class of property, plant and equipment
are set out below:

{a)

{&)

Included in Pearfing Project leasehold land and buiidings is $306,868 {2004 - $155,080), being
construction in progress at cost.

General

Carrying amount at beginning of the year 30,525 14,671 30,525 14,672
Additions 4,294 23,082 4,294 23,082
[Ysposals {398} - {398} -
Lepreciation {9,983} {7,228} {9,983} (7.228)
Carrying amount at end of the year 24 438 30,625 24,438 30,625
Pearling project

Leasehold land and buildings

Carrying amount at beginning of the year 598,550 721,180 - -
Additions 240,013 45914 - -
[epreciation {76,104} {12} - -
Foreign exchange movement 7,497 (168,492} - -
Carrying amount at end of the year 769,956 598,550 - -
Flant and squipment, vessels, vehicles

Carrying amount at beginning of the year 1,199,143 1,124,558 - -
Additions 616,083 705, 287 - -
[Ysposals {107,387) - - -
Lepreciation {388,570} (461,078} - -
Foreign exchange movement 9,981 {172,448} - -
Carrying amount at end of the year 1,329,250 1,196,315 - -
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ATLAS PACIFIC LIMITED AND TS CONTROLLED ENTIHES
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

Depreciation of property, plant and equipment shown at Note 4 represents the proportion of the
depreciation expense which is represented as an adminisiration cost. The balance of the
depreciation provision shown above is capitalised to oyster inventories.

CONSOLIDATED THE COMPANY
2005 2004 2005 2004
$ $ $ $
t4. PAYABLES
CURRENT
Trade payables 68,491 332,361 48,773 306,517
Other payables 614,484 £88,008 245,704 44,436
682,975 1,020,369 294,477 350,953
5. BORROWINGS
CURRENT
Unsecured Loan 79,428 - 79,428 “
6. TAX
{a) Liabilities
CURRENT
income tax payable 203,120 230,480 203,120 -
NON-CURRENT
Deferred tax fiabilities comprise -
Accrued interest income 3,978 112 3,868 112
Frepayments denominated in foreign
cufrency 154 - 266 -
4,132 112 4,132 112
{b} Assets
Deferred tax assets comprise -
Tax afiowances reiating to property, plant
& eguipment 17,609 24,212 1,583 3,129
Trade debiors denominated in foreign
cusrency - 2,188 - 2,186
Accruals 12,368 14,328 12,398 14,328
Frovisions 69 481 31,264 9,527 16,166
Unrealised foreign exchange losses 89,538 - 193,124 -
Revenue losses carried forward - 114,556 - 114,556
Other 60,044 53,373 6,895 656
249,050 239919 223,525 151,021
{c} Reconciliations
The overall movement in deferred tax
account is as follows:
Opening balance 239,807 142,861 150,908 33,707
{Chargel/credit to income statement 4678 {96,946) 68,484 117,202
Other movements 433 -

Closing balance 244 918 239,807 216,393 150,909
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CONSOLIDATED THE COMPANY
2005 2004 2005 2004
$ $ $ $
17. PROVISIONS

CURRENT
Employee entitlements 86,611 104,212 24,369 71,648
NON CURRENT
Employee entilements 164,928 - 7,385 -
TOTAL 231,539 104,212 31,754 71,648
Number of full time employees 470 438 5 5
Employee entittement provisions have been
recognised in relation to annual and long
service teave as well as retirement benefits for
naticnal employees of the Indonssian
subsidiary {from 2005} as prescribed by laws
of that country. Such ratirement benefits were
not included in previous years.
Reconciliation of provisions:
Balance at beginning of year 104,212 122,946 71,648 72,963
Provision used (421,025} {448 230} (220,292} {255,468}
Provisions added 548 352 426,496 180,398 254,153
Closing balance 231,539 104,212 31,754 71,648

CONSOLIDATED THE COMPANY

2005 2004 2005 2004

$ $ $ $
18. ISSUED CAPITAL

tssued and paid-up capital 87,810,254
ordinary shares {2004: 87,810,254 ordinary
shares} 18,849,082 18,845,002 18849052 18,840,092
Reconciliaticn of Issued Capital -
Balance at beginning of year 18,849,082 18,845,092 18,849,092 18,849,092
Shares issued - - - ;
Balance at end of year 18,849,062 18,845,092 18,849,082 18,849,092

Holders of ordinary shares are eniitled to
receive dividends as declared from time fo
fime and are entitled to one vote per share at
shareholders’ meetings. In the evert of
winding up of the Company, ordinary
shareholders rank after all other shargholders
{where applicable} and creditors and are fully
entitled to any proceeds of liquidation.
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CONSOLIDATED THE COMPANY
2005 2004 20065 2004
$ $ $ $
18. RESERVES
Foreign Currency Transiation Reserve 4,556,049 4677577 - -
Reconciliation of Foreign Currency
Translation Reserve -
Balance at beginning of year 4,677,577 3,025,044 - -
Movement in translation reserve {118,528} 1,662,533 - -
Balance at end of year 4,558,049 4,677,577 - “
The foreign currency translation reserve
records exchange differences arising on
franslation of foreign conirolled subsidiaries to
the reporting currency.
20. RETAINED PROFITS
Reconciliaticn of retained earnings :
Balance at beginning of year 1,858,433 2,452,710 982,756 3,831,383
Adjustment on adoption of AASD 132 and 289,911 - 289,911 -
AASE 139, net of tax
Net profit attributable to members of the
parent entity 2,080,587 {594,274} 1,368,220 (2,848,837)
Prior year adjustment 12,770 - - -
Dividends paid {878,103} - (B78.103) -
Balance at end of year 3,343,508 1,858,433 1,780,784 582,756
21. DIVIDENDS
CENTS TOTAL %
PER AMOUNT FRANKED
SHARE $
Dividends paid and not provided for in previous years by
the Company are:
2005
29 December 2005 1 cent 878,103 100%
2004
Nil - - -
CONSOLIDATED
20065 2004
$ $
Dividend Franking Account
Franking credits available o shareholders of the Company for subsequent
financial years 2,315,731 2572711
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22, OPTIONS

There were nc oplions that were issued or exercised during the financial
years relating to this report. There are no options on issue by the
Company as at the date of this report or any time during the pericd
coverad under this report.

CONSOLIDATED

2005 2004
$ $
23. COMMITMENTS
The Company has commitmenis in relation to the rental of its current
office premises. The commitments for lease paymenis contracted for
but nat provided for are as follows:
L.ess than one year 18,964 18,270
Longer than one year, but iess than 5 years 4,911 28,366
28,875 46,636

24. CONTINGENT LIABILITIES

There are no contingent liabilities that the Directors are aware of at the date of this report.

25, NOTES TO THE STATEMENT OF CASH FLOWS
251, RECONCILIATION OF CASH

For the purposes of the statement of cash flows, cash includes cash on hand and in banks,
and invesiments in money market instruments, net of cutstanding bank overdrafts. Cash at
the end of the financial year as shown in the statement of cash flows is reconciled to the
related items in the balance sheet as follows:-

CONSOLIDATED THE COMPANY
2005 2004 2005 2004
$ $ $ $
Cash at bank {(Note 7} 860,373 1,508,998 465,232 1,369,148
Deposits on call (Note 1) 815,107 1,300,000 815,107 1,300,000

Cash and cash equivalents 1,475,480 3,208,998 1,280,339 2,659,148

43



24 NOTES TO THE STATEMENT OF CASH FLOW (Cont)

ATLAS PACIFIC LIMITED AND TS CONTROLLED ENTIHES
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

25.2. Reconciliation of net cash from operating activities to Operating profit after income

tax

QOperating profit/{loss) after income

tax
Inventeries
Increase/{decrease) in interest
accrual
Nen cash changes in debtors,
prepayments and creditors

Purchase of unprocessed pearis

Provision for depreciation
Provision for employes
entiflements
Proviston against Loans
{Profit}flcss on disposal of fixed
assets
Increase/{decrease) in value of
financial assets
Change in retained earnings —
AASB138
Movement in foreign exchange
Increase/{decrease) in taxes
payable
Foreign Exchange Differences
Net cash provided byfused in}
cperating acliviies

2,060,587  {594,274) 1,366,220 (2,848,837)

(552,937) 319,011 363,982 1,779,275

{12,887} 17,988 (12,887) 17,988
(3.175,623) (3,351,661)

(398,751) (6,326)

. . 4714268 2,986,612

473584 546,849 10,381 7,228

127,328 (13,458) {39,894) (1,315)

. . - 2576295

37,218 (20) . )

44,384 . 8,548 .

289,910 . 289,910 .

87,078 . 391,232 .

417,904 218,446 474648  {345.457)

12,763 . - .

(190,691 95791 4214745 4,165,663

As at the date of this report the Company has not entered into any non-cash financing or investing
aclivities.

25.3. Credit facilities

As at 31 December 2005, the Company had in place a frade discounting facility with the ANZ Bank
with a limit of $2,000,000. To date, this facility has not been utilised. This facility is secured by a
registered first debenture charge over the assets of the Company.

26. KEY MANAGEMENT PERSONNEL DISCLOSURE

a.

Key Management Personnel

The following persons were key management personnel during the financial year::

Parent Entity Directors:

Mr G.R.W Snow Chairman - Non-Executive

Mr J.J.U. Tayior. Managing Director -Executive.

Mr S.J. Arrow Director — Non-Executive

Mr S.P. Birkbeck Director - Non-Executive {Appeinted 15 April 2005}

Mr I.M. Murchison Director - Non-Executive

Specified Executives

Mr S.C.B. Adams Company Secretary and Financial Controlier

Mr J.S. Jorgensen Production Manager & Director, PT Cendana Indopearls
Mr J Knauer Technical Manager & Director, PT Cendana Indopearls
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25. KEY MANAGEMENT PERSONNEL DISCLOSURE {Cont)

b. Compensation - Directors

2005
Short term benefits Fost Share Totat
empioyment based
payments
Salary, Fees & NMNon-monetary Super-
Commissions benefits annuation
Mr S.J. Arrow 30,000 - 2,700 - 32,700
Mr $.P. Birkbeck!" 21,250 . 1,913 - 23183
Mr .M. Murchison 36,000 - 3,240 - 39,240
Mr G.R.W Snow 60,000 - 5,400 - 65,400
Mr J.J.U. Tayior 225,443 28,114 4075 - 257,632
372,693 28,114 17.328 - 418,135
1. Mr. Birkbeck was appoinied as a director on 15 April 2005,
2004
Short term benefits Fost Share Totat
empioyment based
payments
Salary, Fees & Non-monetary Super-
Commissions benefits annuation
Mr S.J. Arrow 30,000 - 2,700 - 32,700
Mr W.F. James™ 35,000 . 3,150 . 38,150
Mr .M. Murchison 14,063 - 1,265 . 15,328
Mr G.R.W Snow 44 687 - 4,022 - 48,709
Mr J.J.U. Tayior 214,227 65,026 21,687 - 300,940
337,977 65,026 32,824 - 435827

2. Mr James retired as a director on 28 July 2004
3. Mr. Murchison was appointed as a director an 28 July 2004

There were no other tong term employee benefits or termination benefits paid to any key management
personnet during the reporting periods.
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25. KEY MANAGEMENT PERSONNEL DISCLOSURE {Cont)

c. Compensation - executives

2005
Short term benefits Fost Share Totat
empioyment based
payments
Salary, Fees & NMNon-monetary Super-
Commissions benefits annuation
Mr 3.C.B. Adams 110,000 - 5,900 - 119,500
Mr J.5. Jorgensen 183,775 - - - 183,775
Mr J. Knauer 129,837 “ - “ 129,837
423,612 - 4,500 - 433,512
2004
Short term benefits Fost Share Totat
empioyment based
payments
Salary, Fees & Non-monetary Super-
Commissions benefits annuation
Mr 3.C.B. Adams 105,000 - 5,450 - 114,450
Mr J.5. Jorgensen 160,305 - - - 160,305
Mr J. Knauer 106,382 “ - “ 106,382
371,687 - 4,450 - 381,137

There were no other tong term employee benefits or termination benefits paid to any key management
personnet during the reporting periods.

d. Options and righis granted as compensation
No options were issued to key management personng! as remuneration in 2005 or 2004,
e. Equity instruments issued on exercise of remuneration options

There were no remuneration options on issue to key management personnel during 2005 or
2004,

i, Opiions and Rights Holdings

Thers were no remuneraiion options on issue during 2004 and 2006,
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25. KEY MANAGEMENT PERSONNEL DISCLOSURE {Cont)
g. Shareholdings
Number of Shares held by Key management personneal:

Details of equity instruments {cther than options and rights} held directly, indirectly or beneficially
by key management personnel and their related parties are as follows:

Balance Granied as Options Other Balance
11405 compensation  Exercised Changes®  31/12/05

Farent Entity Directors

Mr 5.J. Arrow 1,662,934 - - - 1,952,934
Mr 5.P. Birkbeck - - - 790,000 790,000
Mr .M. Murchison 650,000 - - 56,667 706,667
Mr G.R.W Snow 14,025,744 - - 289,395 14,315,139
Mr J.J.U. Taylor 85,000 - - (45,600} 20,000

Specified Execttives

Mr 5.C.B. Adams - - - - -

Mr J.S. Jorgensen 34,034 - - - 34,034

Mr. J. Knauer - - - - -
16,727,712 - - 1,091,082 17,818,774

* Other changes other refers to shares purchased or sold during the financial year

The Company’s potlicy for determining the nature and amount of emoluments of board members
and senior executives of the company is as follows:

The remuneration structure for executive officers, including exgcutive directors, is based on a
number of factors, including length of service, particular experience of the individual concermned
and overali performance of the company. The contracts for service between the company and
specified directors and executives, with the excepticn of the Managing Director Mr J Taylor whose
contract expires in December 2047, 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
empioyee benefit entitlements accrued to date of retirement.
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27. RELATED PARTY TRANSACTIONS

[etails of key management personnel remuneration are set out in note 26.
DIRECTORS TRANSACTIONS WITH THE COMPANY OR TS CONTROLLED ENTITIES

The Company has a consultancy agreement with Arrow Pearling Co Pty Lid, a company of which
Mr S.J. Arrow is a director, under which siaff of the econcmic entity have been tfrained as pear!
operation technicians at the Indonesian peart farm. During the year, $150,820 (2004 - $189,030)
was payable to Arrow Pearling Co Ply Lid as consulting fees. This agreement was entered into
prior to Mr Arrow becoming a Director of the Company. It was entered into on commercial terms
and expires in March 20085,

During the year, sales of individual pearls of smaill guantities were made to some staff and
Lirecters on normal commercial terms

TRANSACTIONS WITH RELATED PARTIES

The Company purchases pearis o the value of 34,342,019 from its wholly owned controlied entity
FT Cendana Indopearis. These ransactions are in the normat course of business. There were
loans and receivables in place between the Company and its subsidiaries {refer Note 8}

CONSOLIDATED THE COMPANY
2005 2004 2005 2004
$ $ $ $
28. REMUNERATION OF AUDITORS
Remuneration of the auditor of the parent
entity for:
Auditing or reviewing financial statements
Auditars of the Company 62,042 42,594 34,342 17,732
Gther Services
Auditors of the Company 22,849 B,521 11,973 8,921
Services other than auditing that was
carried out by the auditor during the year
comprised:
2005 2004
$ $
Review of statutory documentation for
todgement with SEC in relation to ADR's
fisted on NASDAG 8,085 7,326
Assistance with tax audit in Indonesia 10,876 1,595
Cther tax advice 3,888 “
22,849 B.521
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1

29. SEGMENT REPORTING
{a} Business Segment {Primary Reporting)

The economic entity operates predominantly in the pearling industry in the gecgraphic regions of
Austrafia and Indonesia. Unallocated items represent amounts that de not directly relate to the
pearling activities.

(b} Geographical Segment {Secondary Reporting}

Indonesia Austratia  Eliminations Total
$ $ $ $
2005
Revenue
Extemal segment revenue 600,714 9,129,490 - 9,730,204
Inter-segment revenue 4,715,110 - {4,715,110} -
Total segment revenue 5,315,824 9,129,490 {4,715,110) 9,730,204
Other unallocated revenue 267,600 {145,190} {756} 117,655
Total revenue 9,847 855
Resuit
Segment result 907,442 3,327,395 {364,171} 3,870,668
Unallocated corporate expenses {457,742y {1,135,981} - {1,593,723)
Unailocated corporate revenue 229,129 {145,190} {758} 79,184
Profit from ordinary activities before income
tax 2,356,126

Income tax expense {265 539)
Net profit 2,080,587
Depreciation and amortisation 24,689 10,382 - 35,072
Other non-cash expenses 58,173 {23,959} - 34,214
Assets
Segment assels 12,664,025 4,593,975 {201,887y 17,056,113
Unallocated corporatie assets 1,784,828 5,669,422 - 7,454,251
Consolidated total assets 14,448 854 10,263,397 {201,887y 24 510,364
Liabilities
Segment fiabilities 219,504 80,527 - 300,031
Unallocated corporate liabilities 1,968,777 4,607,920 “ 6,576,697
Consolidated total liabilities 2,188,281 4,688,447 - 6,876,728
Acquisitions of non-current assets

{Property, Plant & Equipment} 856,096 856,096
Unallocated acquisitions of non-current

assets 4,204 4,294

860,350
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SEGMENT REPORTING (CONT.)

{b} Geographical {continued)

2004

Revenue

External segment revenue
Inter-segment revenue

Total segment revenue

Other unallocated revenue
Total revenue

Result

Segment result

Unallocated corporate expenses

Profit from ordinary activities before
income tax

income tax expense
Net profit

Depreciation and amortisation
Other non-cash expenses

Assets

Segment assets

Unallocated corporate assets
Consolidated total assets

Liabilities

Segment liabilitias

Unallocated corporate liabilities
Consolidated total liabilities

Acquisitions of non-current assets
{Property, Plant & Equipment)

Unaliocated acquisitions of non-current

assets

Indonesia Australia Eliminations Total
$ $ $ $

669,459 5,218,743 - 5,888,202
2,986 614 - {2,9886,614) -
3,656,073 5,218,743 {2,986,614) 5,888,202
(534,846) 874,518 509,649 049,321
6,837,523
261,775 {313,683} {218,917} (270,825}
(B47,114) {2,665,335} 3,085,948 (226 503)
(457 ,328)
{96,946}
(594 274)
21,128 7,228 - 28,356
3,666 16,061 - 19,727
11,806,782 1,732,402 - 13,539,274
549,848 3,205,099 - 3,845,847
12,356,630 5,028,491 - 17,385,121
934,153 350,853 “ 1,281,106
28,054 48,013 - 74,067
958,207 396,866 - 1,355,173
755,558 755,558
23,083 23,083

778,841
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ATLAS PACIFIC LIMITED AND TS CONTROLLED ENTIHES
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

ECONOMIC DEPENDENCY

The company's pearis are sold by private ireaty sales through a distribution arrangement with
Pearlautore International Pty Lid in Sydney. Psarls are seld to a number of wholesale customers
with a wide geographic spread.

All of the company's pearis are purchased from its wholly owned subsidiary PT Cendana
Indopearls.

CONTROLLED ENTITIES
Percentage Percentage Place of Book value of Company's
owned owned incorporation investment
2005 2004 2005 2004
$ $

Sharcon Pty Lid 100% 100% Agustralia - -
Tansim Pty Lid 100% 100% Agstralia - -
P.T. Cendana 100% 100% Indonesia - -
Indopearis

The ultimate parent entity, Atlas Pacific Limited, is incorperated in Australia.

POST BALANCE DATE EVENTS

There have been no significant post balance daie events.

FINANCIAL INSTRUMENTS

The group's financial instruments consist mainly of deposits with banks, accounis receivable and
payabie, loans to and from subsidiaries and derivatives. Derivatives are used by the group for
hedging purposes. Such instrumenis include forward exchange and currency option contracts.
The group does not speculate in the trading of derivative instrumenis.

(2} Treasury Risk Management

Treasury risk management sirategies are discussed by the Board and a policy is in place to
control the types and amounis of hedging that can be eniered inic to manage foreign
exchange risk.

(b} Financial Risk Management

The main risks the group is exposed to through its financial instruments are foreign currency
risk, liquidity risk, credit risk and price risk.

Foreign cusrency risk —

The group is exposed to fluctuations in foreign currencies arising from the sale of pearls
{predominantly in Japanese Yen) and the purchase of goods and services (predominantly in
indonesian Rupiah).

Liquidity risk —

The group manages liquidity risk by monitoring forecast cash flows and ensuring that
adequate unutilised borrowing facilities are maintained.

53



ATLAS PACIFIC LIMITED AND TS CONTROLLED ENTIHES
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

32 FINANCIAL INSTRUMENTS (Cont)

(d)

Credit risk —

The maximum exposure to credit risk at balance date to financial assets is the carrying
amound, net of any provisions for impairment of those assets, as disclosed in the balance
sheet and notes 1o the financial statements. The economic entity is exposed to credit risk as
a result of undertaking most of its frade with a single cusiomer, being Pearlautore
international. Pearis are sold for the Company with a large number of clients but ali
receivables are underwritten by Pearlautore international.

Price risk —

The group is exposed to fluctuations in pearl prices. This product is not raded as a
commuodity on an open market and as such, the price risk cannot be hedged.

Financial Instrumentis

Derivative financial instruments —

Derivative financial instruments are used by the economic entity to hedge exposure to
exchange risk associated with foreign currency receivables and payables. The group enters
into forward exchange contracts and option contracts to buy and sell specified amounis of
foreign currencies in the future ai specified exchange rates. The objective of entering forward
exchange contracts is to protect the economic entity against unfavourable exchange rate
movements for both the contracted and future sales and purchases undertaken in foreign
currencies.

At balance dale, the details of ocutstanding forward exchange contracts are:

2005 2004 2005 2004
Weighted average rate AUD AUD
Sell Japanese Yen
Not fater than one year 84.60 73.50 3,566,085 3,384,800
Buy Indonesian Rupiah
Nat later than one year 7,823 - 1,800,000 -
At balance date, the details of ocutstanding option contracts are:
2005 2004 2005 2004
Weighted average rate AUD AUD
Sell Japanese Yen
Not later than one year 84.08 - 500,000 -

Amounts disclosed above represent the currency sold measured at the contract rate.

Interest Rate Risk —

The economic entity’s exposure o interest rate risk and the effective weighted average
interest rate for each class of financial asset and financial liability is set cut betow. Exposures

arise predominantly from assels and liabilities bearing variable interest rates as the sconomic
entity intends to hold fixed rate assets and liabilities to maturity
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32 FINANCIAL INSTRUMENTS (Cont)

2005

Financiai Assets
Cash
Receivables

Financial Liabilities
Payabies

Net Financial
Asset/(Liabilities}

2004

Financiai Assets
Cash
Receivables

Financial Liabilities
Payabies

Net Financiat
Asset/{Liabilities)

Note Weighted
average
interest

rate
%%
T 453
8 0.00

14 0.00

Note Weighted
average
interest

rate
%%
T 4.29
8 0.00
14 0.00

Floating Fixed interest  Non interest Total
interest rate maturing bearing
rate in
1 year or less
$ $ $ $
834,787 815,107 20,586 1,475 480
- - 4,301,652 4,301,652
639,787 815,107 4,322,238 5,777,132
- - {682,975} {682,975)
- - {682,975} {682,975)
635,787 815,107 3,639,263 5,094 157
Floating Fixed interest  Non interest Total
interest rate maturing bearing
rate in
1 year or less
$ $ $ $
1,886,833 1,300,000 22,163 3,208,956
- - 1,934,380 1,934,360
1,886,833 1,300,000 1,956,523 5,143,356
- - {1.250,849) {1,250,849)
- - {1.250,849) {1,250,849)
1,886,833 1,300,000 705,674 3,892,507
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{e} Net fair values -
The net fair values of:

----- Term receivables are determined by discounting the cash fiows, at market interest rates
of similar securities, o their present value;

----- Unlisted invesiments where there is no crganised financial markel, the net fair value is
based on reascnable estimation of the underlying net assets or discounted cash flow of
the investment;

----- COther loans and amounts due are determined by discounting the cash flows, at market
interest rates of similar borrowings, to their present value;

----- Forward exchange contracts and oplion coniracts are the recognised unrealised gain or
toss at balance date determined from the current forward exchange rates for contracis
with simitar maturities.

No financial assets and financial liabilities are readily traded on organised markets in
standardised form other than listed investmentis, forward exchange contracts and currency
option coniracts. Financial assels where the carrying amount exceeds the net fair values
have not been written down as the economic entity intends to hold these assets 1o maturity.

34. CHANGE IN ACCOUNTING POLICIES

The economic entity adopted the following accounting standards for application after 1 January
2005:

AASE 132: Financial Instruments: Disclosure and Fresentation; and
----- AASE 139: Financial instruments: Recognition and Measurement

The changes resutt from the adoption of AASB 132 relate primarily to increased disclosures
required under the standard and do not effect value of amounts reported in financial statements.

The adoption of AASE 139 has resulted in material differences in the recognition and
measurement of the group's financial instruments. The group has elected not to adjust
comparative information resulting from the introduciion of AASE 139 as permitted under the
fransitional provisions of this standard. As such, previous Australian accounting standards have
been applied to comparative information.

Derivative Financial Instruments —

Under AASE 139, derivative financial instruments are measured at fair value at the reporting
date. (Gains and losses resulting from changes to fair value are taken to the income staterment
unless they are designated as effective hedges, in which case the difference is taken directly o
equity. The econcmic entity held a number of forward exchange contracts and options at 31
December 2004. None of these are classified as effective hedges and so the gains and losses
are reflected in the income statement.

At the date of transition to these Standards on 1 January 2005, the resuiting adjustment under
AASB 139 was as follows:

For the Company and the economic entity:

A gain of $289,911 was recognised in retained earnings as an unrealised foreign exchange
movement on financial instruments from the prior year.



ATLAS PACIFIC LIMITED AND 1S CONTROLLED ENTITIES

DECLARATION BY DIRECTORS

The Directors of the Company declare that:
{a} the financial statements comprising the income statement, balance sheet, cashflow statement,
statement of changes in egquity and accompanying notes are in accordance with the Corporations
Act 2001 and :
{i) give a true and fair view of the consclidated economic entity’s financial position as at 31
December 2005 and the performance as represented by the resulis of its operations and its
cash flows for the year ended on that date; and

{iiy comply with Accounting Standards and the Corporaticns Regulations 2001, and other
mandatory professional reporting requirements; and

{by  the Chief Executive Officer and Chisf Financial Gfficer have each declared that:

{i} the financial records of the company for the financial year have been properly maintained in
accordance with section 286 of the Corporations Act 2001;

{iiy the financial statements and notes for the financial year comply with the Accounting
Standards; and

{ii} the financial statementis and notes for the financial year give a true and fair view.

{c} atthe date of this declaration there are reasonable grounds {o believe that the Company will be
able to pay its debts as and when they become due and payable.

Signed in accordance with a resolution of the Directors

G.R.W. Snow
Chairman

31% March 2006
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INDEPENDENT AUDIT REPORT
TO THE MEMBERS OF ATLAS PACIFIC LIMITED
Scope

The Financial Report and Directors’ Responsibility

The financial report comprises the balance sheet, income statement, statement of cash flows,
statement of changes n equity, accompanying notes to the financial statements, and the
directors’ declaration for both Atlas Pacific Limited fthe company} and the consolidated entity, for
the year ended 31 December 2005, The consolidated entity comprises hoth the company and the
entities it contralied during that vear.

The directors of the company are responsible for the preparation and true and fair presentation of
the financial report in accordance with the Corporations Act 2001 . This includes responsibifity for
the maintenance of adequate accounting records and internal controls that are designed to
prevent and detect fraud and error, and for the accounting policies and accounting estimates
inherent in the financial report.

Audit Approach

We have conducted an independent audit in order to express an opinion to the members of the
company. Our audit was conducted in accordance with Australian Auditing Standards in order to
provide reasonable assurance as to whether the financial report is free of material misstatement.
The nature of an audit is influenced by factors such as the use of professional judgment, selective
testing, the inherent limitations of internal control, and the availability of persuasive rather than
conclusive evidence. Therefore, an audit cannot guaraniee that all material misstatements have
been detected.

We performed procedures to assess whether in all material respects the financial report presents
fairly, in accordance with the Corporations Act 2001, including compliance with Accounting
Standards and other mandatory financial reporting requirements in Australia, a view which is
consistent with cur understanding of the company’'s and the consclidated entity’'s financial
position, and of their performance as represented by the results of their operations and cash
flows.

We formed our audit opinion on the hasis of these procedures, which included:

¢ examining, on a test hasis, information to provide evidence supporting the amounts and
disclosures in the financial report, and

¢ assessing the appropriateness of the accounting policies and disclosures used and the
reasonableness of significant accounting estimates made by the directors.

While we considered the effectivensss of management's internal controls over financial reporting
when determining the naiure and extent of our procedures, our audit was not designed to provide
assurance on internal cantrols.




independence

In conducting our audit, we foliowed applicable independence requirements of Austraiian
professional ethical pronouncements and the Corporations Act 2001,

Audit Opinion
Ir our opinion, the financial report of Atlas Pacific Limited is in accordance with:
{a} the Corporations Act 2001, incduding:

{it  giving a true and fair view of the company’s and consalidated entity’s financial position
as at 3t December 2005 and of its performance faor the year ended on that date; and

i} complying with Accounting Standards in Australia and the Corporations Regulations
2001; and

by other mandatory financial reporting requirements in Australia.

BDO
Chartered Accountants

% o

S Andrawes
Partner

Perth, Western Australia
Dated this 31% day of March 2006



ATLAS PACIFIC LIMITED AND IS CONTROLLED ENTITIES

SHAREHOLDER IFORMAHON

Additicnal information reguired by the Australian Stock Exchange Limited Listing Rules and not
disclosed elsewhere in this report is set out below.

Shareholdings {as at 24" March 2006}
Substantial shareholders

The number of shares held by substantial shareholders and their associates are set out below:

Shareholder Ordinary shares Percentage of
Capital Held
Dampier Investment Group * 14,385,556 16.38%

* Includes Dampier Investments Ply Lid and Tempest Pty Lid
Voting rights
Ordinary shares
Refer to note 14

Distribution of shareholders — Ordinary Shares

Category Number
of
holders
1-1,000 138
1,001 - 5,000 674
5,001 - 10,000 494
10,001 - 100,000 898
100,001 and over 106
~ 2310
Number holdings less than a marketable parcel T 195

On-market buy-back
There is no current on-market buy-back.

Twenty largest shareholders

Number of ordinary Percentage of
shares held capital held
Dampier Investments Pty Ltd 13,784,556 15.70
ANZ Nominges Lid 5,978,693 6.81
C & B Carmr 2,000,000 2.28
Arrow Peart Co Pty Lid 1,852,934 2.28
Borran Pty Lid 1,750,000 1.59
Pearlautore internationat Pty Lid 1,107,669 1.26
Citicorp Nominees Pty Lid 1,188,438 1.35

Capital Property Finance Pty Ltd 1,016,464 116



ATLAS PACIFIC LIMITED AND IS CONTROLLED ENTITIES

SHAREHOLDER IFORMAHON

Twenty largest shareholders (cont}

Number of ordinary Percentage of
shares held capital held

JR&TC Stuart 1,008,102 1.15
AM. Van Der Steeg 794,906 0.91
SP & K Birkbeck Holdings Pty Lid 790,000 0.90
L. Nicholls 750,350 0.85
D G Williams 750,100 0.85
Flinside Pty Lid 735,910 0.84
Tamariki Holdings Pty Ltd 858,718 0.75
Tenalga Pty Litd 850,000 0.74
ERM Investments Pty Lid 800,000 0.68
Tempest Pty Lid 800,000 0.68
First NZ Capital Custodians Limited 536,201 0.61
J 3 Rhoding 507,501 0.58

37,160,542 42.32
Total number of shares on issue 87,810,254

Other information

Atlas Pacific Limited, incorporated and domiciled in Australia, is a publicly company listed
on the Australian Stock Exchange and the Nasdaqg Stock Exchange.



