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ACN D0S 220 053

30" August 2006

The Manager

Australian Stock Exchange
Excharnge Plaza

2 The Esplanade

PERTH W.A. 6060

Dear Sir
RE: HALY YEAR ACCOUNTS and RESULTS FORECAST

The Company lodges its financial report for the six month period o 30™ June 2006. The
Directors are pleased to announce a pre tax profit of $2,030,946 and an afier tax profit of
$1,606,308 (6 months to 30" June 2005 - $464,940). This profit is the result of operating
revenue of $3,395,993 (6 months to 30th June 2005 - $4,177,375) which is a 29% increase in
ternover.

Atlas has sold pearls in excess of $3 million since 30™ June 2006 placing the company in a
good financial position for the balance of the year. The Company expects to sell at least
another 33 million of pearls before the end of the financial year. This would see the fall year
revenue reach at feast 11 miiflion; a 12% increase on last year's result.

On the basis of achieving the revenne results above, the company anticipates paying a final

dividend of at least 1.5 cents per share before the end of the year.

Yours faithfully

GEORGE SNOW
Chairman
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ATLAS SOUTH SEA PEARL LIMITED AND TS5 CONTROLLED ENTITIES

DIRECTORS REPORT
FOR THE HALF YEAR ENDED 30™ JUNE 2006

The Directors present the financial report of Atlas South Sea Pearl Limited ("the Company™) and the consolidated
accounts of the economic entity, being the Company and its controtled entities for the half year ended 30th June
2006 and the auditors report thereon.

DIRECTORS® REPORT

The Directors of the Company during or since the end of the half year are:

Name Period of Directorship
George Robert Warwick Snow, B.Ec. Director since 28 October 1997
Chairmean Chairman since 28 July 2004
Stephen John Arrow Director since 29 June 1999

Non-Executive Director

lan Mackenzie Murchison B.Comm, FCA, Dip. Naut. S¢. | Director since 28 July 2004
Nown-Executive Director

Stephen Paul Birkbeck Director since |5 April 2003
Nown-Executive Director

Joseph James Uet Taylor, B.Sc. (Biotogy}, Ph.D. Director since |3 September 2000
Munaging Director

ACTIVITIES AND REVIEW OF OPERATIONS

The activity of the economic entity is the management of 4 peard farming business located in Indonesia. There has
been no significant change in the pear] farming activitios of the economic entity since the last year end report. There
has been some diversification of the economic entity’s activities into jewelery manufacturing and retail of peard
products but this represents less than 3% of the total turnover and profit of the business at present.

1. Pearling Operations
a. Juvenile Oyster Production Resalts
The results from the North Bali {Penyabangan) and Lombaok (Malaka) hatcheries were very pleasing. Survival
rates in Penyabanangan have been high due to improved breeding and husbandry techniques and favourable

chimatic conditions during the 2005/06 spawning season.

Oysters have been successfully transported from the Penyabangan and Lombok grow-out sites to both Alyui,
West Papua and Karang Asem, East Bali,
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ATLAS SOUTH SEA PEARL LIMITED AND TS5 CONTROLLED ENTITIES

DIRECTORS REPORT
TFOR THE HALF YEAR ENDED 30" JUNE 2006

P

Nusa
Lembongan

b. Pearl Production Results

From January to June of 2006 almost 130,000 oysters were seeded st Alyui Bay, West Papua with an
additional 20,000 oysters being sceded in Bali. The Company s very confident it will exceed its seeding target
of 300,000 first operations for the full year. The Company has developed an operations site in the island of
Nusa Lembongan off the south-east coats of Bali for the seeding of oysters that are later transferred to Karang
Asem.

I addition to the first operations, we have slowly increased the number of oysters re-seeded after harvest using
strict protocols. Results indicate that there are improvements in the guality of repeat sceded oysters compared
with carlier years.

Alyui Bay, Waigeo
Estanit, Papus

Bali —

Penyabangan, N, Bali
Karang Asem, E. Balt
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ATLAS SOUTH SEA PEARL LIMITED AND TS5 CONTROLLED ENTITIES

DIRECTORS REPORT
FOR THE HALF YEAR ENDED 30™ JUNE 2006

There have been two harvests for the year at Alyul Bay with the production of over 1530,00) pearls. The
May/June harvest was the Company’s fargest single harvest. The Company expects to harvest another 60,000
oysters by the end of August.

e By-produet Resnlts
In addition to being a pear! farm site, the new facility at Karang Asem in East Bali is used for the processing of
oyster meat.

d. Retail Operations

In April 2000, a tourist attraction and retail centre was opened to the public on the island of Nusa Lembongan.
Tourists travel to this island daily and an MOU was entered into with an international tour operator (Bali Hai
Cruises) to estublish a facility that provides guests with an insight into the operstions of a peart farm as well as
an opportunity to purchase pearl product. A similar but smaller facility was established at the company’s
North Bali farm site in 2005,

The Company has started the design and manufacture of its own jewellery range for sale through its retail
outlets.

e Wholesale pearl sales
The Company continues to be represented by Pearl Autore International (PAL as the sole agent for the
international trading of our pearls. PAD s representation remains strong in United States, Europe and Asia.

2. Operating Environments

a. Socio-Political and Security sitnation

The Company remains vigilant in regard to the security of its personnel and assets in Indonesia. The security
and economic risks of the country remain unchanged and the Company continues to monitor the potential
affects of issues such as Bird Flu, HIV and terrorism.

As always, the Company continues to do ifs utmost to maintain good relations with local communities,
regional and central government bodies and other stakeholders. Community initiatives have continued
including the training of local people in the manufacture of handicrafts made from MOP and participation in

environmental projects associated with coral reef restoration and the planting of mangroves to assist in the
control of shore erosion.

b. Personniel
Employee numbers have remained relatively constant compared to last year. As at 30" June, Atlas South Sea
Pearl and the Indonesian subsidiary PT Cendana Indopearls employed 449 people in Indonesis {June 2005 -
440% and 4 people in Australia {June 2005 - 3).
3. Profit Result
The Company announces an after tax profit of $1,606,308 (2005 - $404,940) for the six months to 30" June
which was achieved on sales of $4,532,863 (2005 - $3,701,394). There has been an increase in sales revenue
of 831,469 (22%) during the first six months of 2006 when compared to the corresponding period in 2003,
SIGNIFICANT CHANGES
There have been no significant changes in the state of affairs of the economic entity during the period.

DIVIDENDS

A dividend of 1.5 cents per share was paid on 26" June 2006. The total amount paid in this dividend was
$1,359.065. Future dividends witl be considered in light of available surplus cash.

DIRECTORS MEETINGS
The attendance at meetings of the Company’s Directors including meetings of the Audit Committee is shown

below:
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ATLAS SOUTH SEA PEARL LIMITED AND TS5 CONTROLLED ENTITIES

DIRECTORS REPORT
FOR THE HALF YEAR ENDED 30™ JUNE 2006

. . Number of Directors Audit Commitiee
Director Period Meetings Meetings
Held Attended Held Attended
O.RW. Snow GLAHG6 - 30/06/06 5 5 f f
5., Arrow G1A01/06 - 30/06/06 5 3 i ;
LM. Murchison (170106 - 30/06/06 5 5 f f
S.P. Birkbeck GLOTO6 - 30/06/06 5 2 f f
13U Taylor 0106 - 30/06706 5 3 f f

As at the date of this report the economic entity has an audit committee which is made up of the non-executive
members of the Board. The Dirgctors have the right, in connection with their duty and responsibilities as directors,
to seck independent professional advice at the Company’s expense.

DIRECTORS® BENEFITS

Pursuant to an agreement with Arrow Pearling Company Pty Ltd, fees of $46,226 were charged to the Company
during the half year which represents a royalty for training pear! technicians (six months to 30 June 2003 -
$90.000). This apreement was entered into in March 1999 prior to Mr. Arrow becoming a board member and it
was entered into on commercial terms.

Apart from the foregoing, since the previous financial year end, no Director of the Company has received or has
become entitled to receive a benefit (other than the emoluments disclosed in the annual financial statements or the
fixed salary of & full-time employee of the Company) by reason of & contract made by the Company or a related
company with the Director or with a firm of which he is a member, or with a company in which he has a substantial
financial interest.

DIRECTORS SHAREHOLDINGS

The relevant interest of each Director in the share capital of the Company, as notified by the Directors to the
Australian Stock Exchange in accordance Corporations Act 20081, at the date of this report is as follows:

Current Heldings

Ordinary Shares
Direct Indireet
G.R.W. Snow - £3,845,161
8.0 Arrow - 1,952,934
.M. Murchison - 690,000
S.P. Birkbeck - 790,000
JJ1U. Taylor 20,000 1,000,000

The suditors Independence declaration on page 6 forms part of the directors report for the half year ended 30" June
2006.

ON BEHALF OF THE BOARD

G.RW. SNOW
Chairman
29" August 2006
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. Lovel 8, 236 St George's Terrace Parth WA 6000
Charfered Accountants — po pex 7426 Cloisters Sauare Perth WA 6850
& Advisers Tel: (61-8) 9366 4200
Faw: (61-8) 9481 5524
Email: bdotibdowa com.au
wiww.bdo.com.au

30 August 2006

The Directors

Atlas South Sea Pear Limited
[FC Box 8015

SUBIACO WA 6008

DECLARATION OF INDEPENDENCE BY BDO CHARTERED ACCOUNTANTS TO THE
DIRECTCORS OF ATLAS SOUTH SEA PEARLS LIMITED

To the best of my knowledge and belief, there have been no contraventions of:

o the guditor independence requirements of the Corporations Act 2001 in relation to the audit;
and

o any applicable code of professional conduct in refation to the audit.

BDO
Chartered Accountants

S Andrawes
Partner




ATLAS SOUTH SEA PEARL LIMITED AND TS5 CONTROLLED ENTITIES

CONSOLIDATED INCOME STATEMENT
FOR THE HALF YEAR ENDED 30" JUNE 2006

Half Year
Neote 2606 2008
5 )
Revenue from sale of goods 2 4,532,863 3,701,394
Other income 2 863,130 475,981
Total revenue 5,395,993 4177375
Cost of goods sold (1L67HR2T) (2,256,739
Marketing expenses {518,406} {366,358
Administration expenses {1099.082) {(770.672)
Finance costs (3,2273 -
Depreciation/amortisation expenses (23,034} (13,097}
Research & Development expenses {12,500) {30,003
Other expenses {34,951} (34,310}
Profit/{loss} before income tax expense 2,030,946 664,199
Income tax expense {424,639} {159,259}
Profit/{loss} after income tax attributable to members of the parent
entity 1,606,308 464,940
Overall Operations:
Earnings per share for profit/{loss) attributable to ordinary equity
holders of the Company:
Basic earnings per share 3 1.82 cents {1.53 cents
Diluted earnings per share 3 1.82 cents {1.53 cents

Fhe Ineome Statement is (o be read in conjunction with the notes o and forming part of the half vear finsncial repord.
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ATLAS SOUTH SEA PEARL LIMITED AND TS CONTROLLED ENTITIES

CONSOLIDATED BALANCE SHEET
AS AT 30™ JUNE 2606

CURRENT ASSETS

Cash and cash equivalents
Trade and other receivables
Derivative financial instruments
Inventories

Biological assets

Other financial assets

Total Current Assets

NON-CURRENT ASSETS
Inventories

Biological assets

Property, plant snd equipment
Deferred tax asset

Total Non-Cuarrent Assets
Total Assets

CURRENT LIABILITIES
Trade and other payables
Short-term borrowings
Derivative financial instruments
Current tax Habilities
Short-term provistons

Total Current Liabilities

NON-CURRENT LIABILITIES
Deferred tax liability
Long-term provisions

Total Non-Cuarrent Liabilities
Total Liabilities

Net Assets

Equity

Issued capital

Foretgn currency translation reserve
Retained eamings

Total Shareholders Equity

Note

9

Fhe Balance Sheet st be read i conjunction with the notes to and Forming part of the halt vear Brancial report.
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30/06/06 31/12/65 36/06/05
$ $ $
2,602,073 1475480 2,330,338
2,404,047 4,301,651 3,022,067
4,061,782 5,631,149 4,088 964
3,844,744 1,262,890 885,319
1247469 4,176,109 1,401,419
123,025 - -
14,283,140 16,847,279 [1,728,107
£1,390 114,630 184,809
7,493,932 5,175,725 7,366,715
2,556,850 2,123,684 1.842.728
166,785 249 050 34,107
10,298,957 7,663,089 9,428 359
24,382,007 24,510,368 21,136,466
699 461 682,975 550,902
19,857 79,428 -
3,000,187 5,675,533 4,028,251
399,956 203,120 247,320
73,73t 66,611 103,570
5,003,192 6,707,667 4,939,043
4132 4,132 112
171,721 164,928 -
175,853 169,060 112
5,269,045 6,876,727 4,939,155
19313052 17,633,641 16,217,311
19,661,092 [8.849,092 [8,849.092
(3,938,874) (4,559,049) (4,955,155}
3,500,834 3,343,598 2,323,374
19313052 17,633,641 16,217,311
7



CONSOLIDATED INCOME STATEMENT
FOR THE HALE YEAR ENDED 30" JUNE 2006

Half Year
Note 2606 2605
3 3
Revenuoe from sale of goods 2 4,532,863 3,701,394
Other income 2 863,130 475,981
Total revenue 5,395,993 4,177,375
Cost of goods sold (1,671,827 (2,256,739
Marketing cxpenses {518,406} {366,358}
Administration expenses {1,099,082) {770,672}
Finance cosls (3,227} -
Diepreciation/amortisation expenses (25,054} (15,097}
Research & Development expenses (12,500} (30,00}
Other expenses {34,951} (54,310}
Profitiloss} before income tax expense 2,030,946 664,199
Income tax expense {424,635} {199,258}
Profit/{loss} after income tax adributable to members of the parent
entity 1,606,308 464,540
Overall Operations:
Eamings per share Tor profit/{loss) attributable to ordinary equity
halders of the Company:
Rasic carnings per share 3 1.82 cents {1.53 cents
Diluted carnings per share 3 1.82 cents {1.53 cents

TFhe Tnoome Statesnent is (0 be read i conjuncton with the notes o and formang part of the hall vear Braneral report.

CRPGT Half ¥ily Report 06 final Aug2906.doc &



ATLAS SOUTH SEA PEARL LIMITED AND TS5 CONTROLLED ENTITIES

CONSOLIDATED CASH FLOW STATEMENT
FOR THE HALF YEAR ENDED 30" JUNE 2006

Half Year
Note 2006 2005
5 5
Cash flows from eperating activities
Proceeds from pear! and oyster sales 6,955,210 2,711,006
Proceeds from other operating activities £30,917 146,060
Interest received 47,948 33,037
Payments to supphiers (3,491,709 (3,237,773
Income tax paid (440,723) (202,305
Net cash inflow/{outflow) from operating activities 3,201,643 {569,973}
Cash flows from investing activities
Payments for property, plant and equipment (672,297) (311,522
Net cash inflow/{outflow) from investing activities (672287 (311,522
Cash flows from financing activities -
Dividends paid {1,359.068) -
Repayment of borrowings (3957hH -
Net cash inflow/{outflow) from finaneing aciivities {1.418.640) -
Net increase/{decrease) in cash held 1,0, 7060 (881,497
Cash at the beginning of the half-year 1,475,480 3,208,996
Effects of exchange rate changes on cash and cash equivalents 15,887 2,830
Cash at the end of the half-year 2,602,073 2,330,338
MNon cash transactions
Ni
Fhe statement of cash flows is (o be read (n conjupction with the notes w and forming part of the hall vear financial report.
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ATLAS SOUTH SEA PEARL LIMITED AND TS5 CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 30TH JUNE 20806

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This general purpose financial report for the interim half-year reporting period ended 30™ June 2006 has been
prepared in accordance with the Corporations Aot 2001 and Australian Accounting Standard AASB 134 futerim
Financial Reporting.

This interim financial report does not include all the notes of the type normally included in an annual financial

repott.

Accordingly. this report should be read in conjunction with the annual report for the year ended

31" December 2003 and any public announcements made by the Company during the interim reporting period in
accordance with the continuous disclosure requirements of the Corporations Acf 2001

The accounting policies adopted are consistent with those of the previous financial year and corresponding interim
reporting period.

1.1

1.2

13

Principles of consolidation

The financial statements of the economic entity comprise consolidated accounts of Atlas South Sea Pearl
Limited and all controlled entities within the meaning of the Corporations Act. All intercompany balances
and unrealised profits resulting from intra-group transactions have been eliminated.

Where a controlled entity is acquired during » year, its results are included only from the date of acquisition.
Where there is loss of control of & controlled entity during & year, its results are included only for that pericd
of the year during which the parent entity had control.

In the instance of the acquisition of a controlled entity, the cost method of accounting is used for all
acquisitions of assets regardless of whether shares or other assets are scquired. Cost is determined as the
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. It is calculated using the tax rates that have been enacted at the balance
date.

Deferred tax is accounted for using the balance sheet liability method in respect of temporary differences
arising between the fax bases of assets and Habilities and their carrying amounts in the financial statements.
No deferred income tax will be recognised from the initial recognition of an asset or liability, excluding a
business combination, where there is no effect on accounting or taxable profit or loss.

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is realised
or Hability is settled. Deferred tax is credited in the income statement except where it relates 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 recognised to the extent that it is probable that future tax profits will be
available against which deductible temporary differences can be utilised.

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

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

(b}  Nuclei - quantities on hand at the year end are valued at cost.
{c}  Oysters — refer note 1.4 (Biological assets)
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ATLAS SOUTH SEA PEARL LIMITED AND TS5 CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 30TH JUNE 20806

14 Biological assets
The economic entity has applicd AASB141 Agriculture. The standard requires that all inventories, which
are non-human, living assets, be treated separately from other inventory. Biological assets must be
measured at net market value and the incrementf{decrement} in net market values of the assets is to be
recognised as revenue/fexpense) in the statement of financial performance. The value of the Biological
Assets is only recognised when it can be measured reliably.

Oysters are Hving organisms which meet the definition of a Biclogical asset. There is no market for oysters
by which a reliable valuation comparison of this category of the asset can be made. Given the uncertainty
and risk that exists in the process of producing a pearl and other risk factors specific to the operations of the
economic entity, the Directors believe that the most appropriate market valuation for the oysters is their cost
of production. Cost is the total direct hatchery and farm operations and includes the cost of oyster purchases
and nuclel used in seeding operations.

The detatls of the Biological assets that are held by the economic entity as at 30 June 2006 are provided at
Note 3.

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

Property

Freehold land and buildings are shown at their fair value (being the amount for which an asset could be
exchanged between knowledgeable willing parties in an arms length transaction), based on periodic
vatuations by external independent valuers, less subsequent depreciation for buildings.

Leaschold 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 improvements on the property.

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

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

The cost of fixed assets constructed within the economic entity includes the cost of materials and direct
labour. Repairs and maintenance carried out on the assets are expensed unlbess there is a future economic
benefit that will flow to 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 straight line basis so as to write off the cost
or valuation of property, plant and equipment over their estimated useful lives commencing from the time
the asset is held ready for use.

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

Class of fixed asset Depreciation raie

2006 2603
Leaschold land & buildings & improvements 3-H%% 3-10%
Vessels FO% 10%
Plant & equipment 20-30% 20-30%
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ATLAS SOUTH SEA PEARL LIMITED AND TS5 CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 30TH JUNE 20806

1.6 Leases
Lease payments for operating leases, where substantially afl the risk and benefits remain with the lessor, are
charged as expenses to the income statement in the period in which they are incurred.

1.7 Financial instruments
The Group classifies its investments in the following categories: financial assets at fair value through profit
or loss, loans and recetvables, held-to-maturity investments, and available-for-sale financial assets. The
classification depends on the purpose for which the investments were acquired. Management determines the
classification of its investments at initial recognition and re-evaluates this designation at each reporting date.

a4} Financiol assets af fair vafue through profit or foss
A financial asset or financial Hability at fair value through profit and loss is a financial asset or financial
Hability that meets the following condition.

Upon initial recognition it is designated by the entity as at fair value through profit or loss. An
entity may use this designation only when permitted by AASB139 Recognition and Measurement
of Financial Assets or when doing so results in more relevant information, because either:

. It eliminates or significantly reduces a measurement or recognition inconsistency
{sometimes referred o as “an accounting mismatch™) that would otherwise arise from
measuring assets or labilities or recognising the gains and fosses on them on different
bases; or

. A group of financial asscts, financial Habilities or both is managed and its performance is
evaluated on a fair value basis, in accordance with a documented risk management or
investment strategy, and information about the group is provided internally on that basis to
the entity’s key management personnel.

Derivatives are also categorised as financial assets st fair value through profit or loss unless they are
designated as hedges. Assets in this catepory are classified as current assets if they are either held for
rrading or are expected to be realised within 12 months of the balance sheet date. Realised and
unreatised gains and losses arising from changes in the fair value of these assets are included in the
income statement in the period in which they arise.

by Loans and receivables

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

i Held-w-maturity nvestments

Held-to-maturity investments are non-derivative financial assets with fixed or determinable paymenis
and fixed maturities that the Group’s management has the positive intention and ability to hold to
maturity.

dy  Availlable-for-sale finunciaf assets

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

¢l Recognition

Purchases and sales of investments are recognised on trade-date, the date on which the Economic Entity
commits to purchase or sell the asset. Investments are initially recognised at fair value plus transaction
costs for all financial assets not carvied at fair value through profit or loss. Financial assets are
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ATLAS SOUTH SEA PEARL LIMITED AND TS5 CONTROLLED ENTITIES

DIRECTORS REPORT
FOR THE HALF YEAR ENDED 30™" JUNE 2006
derecognised when the rights to receive cash flows from the financial assets have expired or have been
transferred and the Economic Entity has transferred substantially all the risks and rewards of
ownership.

i Financial Habilities
MNon-derivative financial Habilities are recognised at amortised cost, comprising original debt less
principal payments and amortisation.

gl Derfvative instrisnenis

Derivative instruments are measured at fair value. Gaing and losses arising from changes in fair value
are taken to the income statement unless they are designated as hedges.
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ATLAS SOUTH SEA PEARL LIMITED AND TS5 CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 30TH JUNE 20806

i Impairment

At cach reporting date, the group reviews the carrying values of its tangible and intangible assets to
determine whether there is any indication that those assets have been impaired. 1f 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 to the assets carrying value. Any excess of the assets carrying value over
its recoverable amount is expensed to the income statement.

i} Feir value
Valuation techniques are applied to determine the fair value of all unlisted securities, including arms
length transactions, reference to similar instruments and option pricing models.

J Investment in subsidiaries
Investments in subsidiaries are recognised in the financial statements at the cost method less
impatrment losses as they are ungquoted investments.

1.8 lmpairment of assets
Assets that have an indefinite useful life are not subject to amortisation and are tested annually for
impairment.  Assets that are sublect to amortisation are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable. An impairment loss is
recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount. For the
purpose of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash flows {cash generating units).

1.9 Foreign carrency transiations
a}  Functional and presentstion currency
ltems included in the financial statements of each of the Group’s entities are measured using the
currency of the primary economic environment in which the entity operates (“the functional currency™).
The consolidated financial statements are presented in Australian doltars, which is Atlas South Ses
Pear! Lid’s functional and presentation currency.

b}y  Transactions and balances

Foreign currency transactions are franstated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange pains and losses resulting from the
settfement of such transactions and from the transkation at period end exchange rates of monetary assets
and liabilities denominated in foreign currencies are recognised in the income statement, except when
deferred in equity as qualifying cash flow hedges and qualifying net investment hedges.

¢} Group Companies
The results and financial position of all group entities {(none of which has the currency of a
hyperinflation economy) that have a functional currency different from the presentation currency are
translated into the presentation currency as follows:
s Assets and liabilities for each balunce sheet presented are translated at the closing rate at the
date of that balance sheet;
+ Income and expenses for each income statement are fransiated at average exchange rates;
and
« Al resulting exchange differences are recognised as a separate component of equity.

On consolidation, exchange differences arising from the transfation of any net investment in foreten
entities, and of borrowings and other currency instruments designated as hedges of such investments,
are taken to sharcholders” equity. When a forcign operation is sold or borrowings repaid, &
proportional share of such exchange differences are recognised in the income statement as part of the
gain or loss on sale.
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ATLAS SOUTH SEA PEARL LIMITED AND TS5 CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 30TH JUNE 20806

Emplovee benefits

Provision is made for the economic entity’s lability for employee entitlements arising from services
rendered by employees to balance date. Employee entitlements expected to be settled within one year
together with entitlements arising from wages and salaries, annual leave and sick leave which will be settled
after one year, have been measured at their nominal amount.  Other employee entitlements payable later
than one year have been measured at the present value of the estimated future cash outflows to be made for
those entitlements.

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

The cost of providing defined benefits is determined using the projected unit credit method.  Actuarial
vatuations are undertaken pericdically to measure the liability to economic entity of the defined benefits that
are required to be met by Taw.

Provisions

Provistons for legal claims are recognised when: the Economic Entity has a present legal or constructive
obligation as & result of a past event; it {s more Hkely than not that an outflow of resources will be required
to settle the obligation; and the amount has been reliably measured.

Cashi and cash equivalents

Cash and cash equivalents includes cash on hand, deposits held at call with financisl instimtions, other
short-term, high liguid 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
overdrafts. Bank overdrafis are shown within short-term borrowings in current liabilities on the balance
sheet.

Revenue recognition
a}  Sales Revenue
Sales revenue is recopnised when it is earned from the sale of products or services to entities outside
the consolidated Group. Sales revenue is recognised when the goods are provided or when the fee in
respect of services provided is receivable;

by  Interest Income
Interest income is recognised as it accrues.

¢} Asset Sales Revenue
Revenue from asset sales comprises the net proceeds of the assets. The profit and loss on disposal of
assets is brought to account at the date on which an unconditional contract is signed.

Earnings Per Share

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

(b} Diluted earnings 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 interest and other financial costs associated with dilutive
potential ordinary shares and the weighted average number of shares assumed to have been issued for
no consideration in relation to dilutive potential ordinary shares.

Segment Reporting

Segment revenues and expenses are those directly attributable to the segment and include any joint revenue
and expenses where a reasonable basis of allocation exists. Segment assets include all assets used by 2
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ATLAS SOUTH SEA PEARL LIMITED AND TS5 CONTROLLED ENTITIES

DIRECTORS REPORT
FOR THE HALF YEAR ENDED 30™" JUNE 2006
segment and consist principally of cash, receivables, inventories, intangibles and property, plant and
equipment, net of allowances and accumulated depreciation and amortisation.  Whilst most such assets can
be directly attributed to individual segments, the carrying amount of certain assets used jointly by two or
more segments is allocated to the segments on a reasonable basis. Segment Habilities consist principally of
accounts payable, emplovee entitlements, accrued expenses, provisions and borrowings. Segment assets
and lisbilities do not include deferred income tax.

Inter-segment Transfers — Segment revenues, expenses and results include transfers between segments.
These transfers are eliminated on conselidation.

Comparative Figures

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

Critical accounting estimates and adjustments

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

Key estimates — Impairment

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

For the purpose of preparing the half year financial report, the half vear has been treated as a discrete reporting

period.

A reference to Dollars or § means Australian Dollars.
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ATLAS SOUTH SEA PEARL LIMITED AND TS5 CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 30TH JUNE 20806

Revenue from ordinary activities
Revenue from operating activities
Sales revenue

Interest received- other parties
Net foreign exchange gain
Total other revenues

Revenue from outside operating activities
Property rental
Total revenue

EARNINGS PER SHARE

Basic earningsfloss) per share

Diluted earnings per share

Weighted average number of ordinary share
outstanding during the year used for calculation of
basic earnings per share

Weighted average number of potential ordinary
shares outstanding during the year used for
calculation of diluted carnings per share
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Half Year
2006 2065
5 $
4,532,863 3,701,394
30,90 32,664
RI2,210 274,905
- 155,288
5,395,993 4,164,251
- 13,024
5,395,993 4,177,375
2006 20605
cents cents
=9 .53
=9 .53
Neo. Neo.
#R,274.342 R7.810.234
88,274,342 27,814,254
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ATLAS SOUTH SEA PEARL LIMITED AND TS5 CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 30TH JUNE 20806

FINANRCIAL INSTRUMENTS

Derivative financial instruments represent to foreign currency hedging that is in place to manage risk
relating to the Company’s exposure to foreign currencies. 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 statement unless they are designated as effective hedges, in which case
the difference is taken directly to equity. .The economic entity held a number of forward exchange
contracts and options at 30 June 2006. None of the contracts held by the economic entity are classified
as effective hedges under the standard.

BIOLOGICAL ASSETS

Half Year
2606 2605
$ $

Current
Oysters 1,247.469 1A 419
Non-Current
Oysters 74934932 7,366,715
Total Biological Assets B.741.404 B.768.134
The details of the Biological Assets that are held by the economic
entity as at year end are as follows:
Nature of Biclogical Assets:- Oysters (Pinctada Maxima)

Ne. Ne.
Held within the economic entities operations:
Juvenile oysters which are not seeded 898,564 801,505
Seeded oysters 385,718 487 604
Other oysters used for brood-stock, saibo tissue and
research %126 3,785
Economic entities share held within joint operations:
Seeded oysters Nil 36,967

1,492 408 1,350,041
Change increment in net market value during the
6 months to 30 June $nil $nid
DIVIDENDS

$ $

Distributions paid — Ordinary Shares
Fully franked ordinary dividend declared on 30" May 2006 of 1.5
cents (2005 — nil) per share franked at a tax rate of 30% 1,359,069 -

SEGMENT REPORTING
{a) Business

The econontic entity operates predominantly in the pearling industry in the geographic regions of Australia
and Indonesia. Unallocated ftems represent amounts that do not directly relate to the pearling activities.
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ATLAS SOUTH SEA PEARL LIMITED AND TS5 CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 30TH JUNE 20806

ih) Geographical

Indonesia Aunstrafia Eliminations Total

30462006 % % % %
Revenue
External segment revenue 54,1040 4347 448 4,441,647
[nter-segment revenue 3000625 134 {2,938 400} 131,216
Total segment revenue 3,123,824 4347 448 {2,038 4093 4,532 863
Other wraliocated revenue {330,093} BE3.376 J90, 748 863,130
Total Revenue 5,365,083
Result
Segment Results 124,150 LOaR 74 12,870 1,205,994
Linallocated corporate revenue/{expenses) B24,852
Profit from ordinary activities before income tax 2,030,946
Income tax expense {424 6383
MNet Profit 1606308
304620058 Indonesia Aunstrakia Eliminations Total
Revenue % % % %
External segment revenue 286,793 3383699 - 1,670,492
[nter-segment revenue 2227 545 - (2,196,143} 36002
Total segment revenue 2,513,838 333,699 {2,196,143) 3,760 394
Other wallocated revenue 475,881
Total Revenue 4,477,375
Result
Segment Results 205,661 35,054 33,6064 294,384
Linallocated corporate expenses 369,815
Profit from ordinary activities before income tax

664,199
[ncome tax refund{expense) {100,250
Net Profit i, 340}

8 CONTINGENT LIABILITIES

There has been no change in contingent labilities since the last annual reporting date.

9 ISSUED CAPITAL
Half Year
2006 2005
5 5
50,610,254 (2003 - 87,810,254) fully paid ordinary shares 19,661,092 18,849,092
No. No.
Number of shares on issue at the beginning of the reporting period R7.810,234 7,810,254
Shares issued under Employee Share Plan 2,800,000 -
Number of share on issue at the end of the reporting period 90,610,254 B7.810,254
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ATLAS SOUTH SEA PEARL LIMITED AND TS5 CONTROLLED ENTITIES

DIRECTORS REPORT
FOR THE HALF YEAR ENDED 30™ JUNE 2006

19 POST BALANCE DATE EVENTS
The results of significant operstion activities are made available to sharcholders and other interested

parties through announcements to the Australian and Nasdag Stock Exchanges. There have been no
significant post balance date events.
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ATLAS SOUTH SEA PEARL LIMITED AND ITS CONTROLLED ENTITIES

DIRECTORS DECLARATION

The Directors declare that the financial statements and notes set out on pages 6 to 19:

(a) comply with Accounting Standards AASBI34 "Interim Financlal Reporting” and the Corporations
Regulations 2001 and other mandatory professional reporting requirements; and

(b} give a true and fair view of the consolidated entity’s financial position as at 30" June 2006 and of its
performance, as represented by the results of its operations and s cash flows, for the half-year ended on that

date;

In the Directors opinion there are reasonable grounds fo believe that Atlas South Sea Pear] Limited will be able to
pay its debts as and when they become due and payable.

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

G.RW. SNOW
Chairman

Perth, Western Australia
209%™ August 2006
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Chartered Accountants Leved B, 256 S0 George's Terrace Perth WA 6000
& Advisers [ Bex 7426 Cloisters Square Perth WA 68350

Tel: {61-85 9360 4200

Fax {G1-8) 9481 2524
Ernail: bdo@@bdows com au
www.bdo.com.au

INDEPENDENT REVIEW REPORT
TO THE MEMBERS OF ATLAS SOUTH SEA PEARL LIMITED
Scope

We have reviewed the financial report comprising the income Staternens, Balarnce Sheet, Staterment of Cash
Flows, Statemernt of Changes in Eguity, accompanying notes and Directors' Declaration of Atlas South Sea
Pearl Limited for the half-year ended 30 june 2006, The disclosing entity’s directors are responsible for the
financial report. We have performed an independent review of the financial report in order to state whether, on
the hasis of the procedures described, anything has come o our attention that would indicate that the
firancial repart is not presented fairly in accordance with Accounting Standard AASE 134: Interim Financial
Reporting, other mandatory professional reporting requirements in Australia and statutory requirements, so as
to present a view which s consistent with our understanding of the disclosing entity’s financial position, and
performance as represented by the results of its operations and its cash flows, and in order for the disclosing
entity to lodge the financial report with the Australian Securities & Investmerts Commission.

Qur review has been conducted ir accordance with Australian Auditing Standards applicable to review
engagements. A review is limited primarly to inguiries of the disclosing entity's personnel and analytical
procedures applied to the financial data. These procedures do not provide all the evidence that would be
required in an audit, thus the level of assurance provided is less than given in an audit. We have not performed
an audit and, accordingly, we do not exprass an audit opinion.

Independence

[n conducting our review, we followed applicable independerce requirements of Australian professional
ethical proncuncements and the Corporations Act 2061

The independence declaration given to the directors in accordance with section 367C would be in the same
terms if it had been given at the date of this report.

Statement

Based on our review, which is not an audit, we have not become aware of any matter that makes us believe
that the half-year financial report of Atlas South Sea Pear] Limited is not n accordance with:

{a}  the Corporations Act 2001, includirg:

{i} giving a true and fair view of the disclosing entity's financial position as at 30 fune 2006 and of its
perforrmance for the half-year ended on that date: and

in complying with Accourting Standard AASB  [34: Interim Financial Reporting and the
Cotporations Regulations 2001; and

by other mandatory professional reporting requirements in Australia

BDO
Chartered Accountants

j?/% / QgDL‘ e T et

S Andrawes
Partrner

Perth, Western Australia
Dated this 30" day of August 2006




ATLAS SOUTH SEA PEARL AND ITS CONTROLLED ENTITTES
RESULTS FOR ANOUNCEMENT TO THE MARKET
AS PER APPENDIX 4D
AUSTRALIAN STOCK EXCHANGE LISTING RULES
FOR THE HALF YEAR ENDED 30" JUNE 2006

I The reporting peried and the previeus corvesponding period as detailed in this financial statement
are 307 June 2006 and 30" June 2005 respectively

280066 2005 % Change Up/Dow
I
2 Key Financial Data
2.1 Revenue ™ 3,395,993 4,177,375 20%, Up
2.2 Profitf{loss)from ordinary activities 1,606,308 464,940 243% Up
after tax attributable to members
2.3 Net profit/{loss) attributable to 1,606,308 464,940 243% Up
members ¥
24 Dividends ™
2006 2605
Interim dividend
Amount per share 1.50 cents Nii
Franking percentage OO NSA
Date paid 26/06/06 NSA
Final Pividend
Amount per share N/A .00 cents
Franking percentage N/A FOOYG
Date paid N/A 2912705

Explanationof 2.1 0 2.4

a) Revenue has increased due to a higher number of pearls being sold in the first six
months of 2000 (61,116) compared to the same period in 20035 (57 956). The peatls
sold in the first six months of 2006 have had a higher unit value ($71.13) than
goods sold in the corresponding pertod in 2003 ($38.04/piece)

by Net profit has increased due to an increase in revenue from pearl sales and a
reduction in the cost of goods sold. Unit cost of production has decreased dueto a
significant improvement in economies of scale. Production volume has increased
white operating costs have remained relatively stable.

¢} An interim dividend was declared in May 2006 and paid on 26" June 2006 as a
result of surplus cash reserves being available and sales expectations being on target

for 2006,
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ATLAS SOUTH SEA PEARL AND TS CONTROLLED ENTITTES
RESULTS FOR ANOUNCEMENT TO THE MARKET
AS PER APPENDIX 4D
AUSTRALIAN STOCK EXCHANGE LISTING RULES

FOR THE HALF YEAR ENDED 30" JUNE 2006

Net Tangible Assets

Consolidated
2606 2065
Net tangible assets 19,313,052 16,217,311
Ordinary Shares 50,610,234 A7T.R10,254
Net tangible assets per ordinary share (.21 cents (.18 cents

Control was neither gained nor fost over any related party during the six months to 30" June 2006
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