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== Whilst "the final loss figure was an amount of approximately $1.5 million, this was

substantally affected by a tax provision arising from Indonesian tax audits which relate back
many vears and although some provisions had already been raised, the final figures were not
resolved untl] recentdy. There was a large impact from the write-down in the value of the
oyster stock that had been held in the accounts. The accounting treatment of this does not

~.o  affectthe cash flow and relates to previous decisions on how the oyster stocks were valued.

=77 Generally, in addition to these matters, the results have been affected by climatic conditions

e ————————— telating to the 2001 /02 E/Nino, pear] quality, exchange rate fluctuations and the balance of

supply to demand in the World pearl market. Some of these matters are beyond the

“The prospect for future profitable growth
from the large number of oysters is enhanced by
the considerable improvements in husbandry and
technical skills associated with seeding and post
seeding management”
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“The Company moves into its thirteenth year
as a pearl producer having established an extremely strong productijon

platform based on sound scientific method, improved husban Iry;
site management and diversification” /

Company's control, but considerable progress has been made in

the areas over which we do have some influence.

I believe there has been a considerable turnaround in recent
times in the pear]l market and we are seeing indications of
increasing demand and some improvement in pearl prices. This

coincides with the Company producing higher volumes of

quality pearls and I am confident this will lead to increasing -

cash flow and a strong return to profitability.

The basic ingredient for success in the pearling industry is to
ensure that there is a regular supply of good quality juvenile
aysters. By diversifying our hatchery and grow-out sites to

different locations in Indonesia we have reduced the risk of

failure from any localised climatic conditions.

The hatchery and grow-out farm based in North Bali has
performed above expectations during 2004, and the
development of this site has been impressive. The North Bali
project has underpinned our current juvenile production. A
second hatchery and grow-out site, which is operating in
conjunction with another pearling operator in the North

Maluku province, has not performed as well as we had hoped

\% /
for 2004 and its future will be reviewed during ]?1\ yxalf of

ﬁ%/\a//i ?//
2005.

The nature of pearling operations is such that we have a relatively
fixed cost structure and so economies of scale are achieved from
higher production levels. This needs to be balanced with the
physical and environmental capacity of each farm site and, to this
end, we believe that the Alyui Bay farm site is reaching its limits in
terms of numbers of oysters that can be seeded and maintained.
We are currently seeking opportunities of expanding our pearl
production by establishing new farm sites in the southern region of

Indonesia. This geographical diversification will further mitigate

the risks from climatic and environmental effects.

Whilst considerably more detail is provided elsewhere in this
Annual Report, I would like to highlight the success that we have
had with juvenile production and the transportation of young
oysters from Bali and North Maluku to Alyui Bay. We have built
our oyster reserves to levels which provide us a buffer in the event of

adverse conditions in the future.

The prospect for future profitable growth from the large number of

oysters is enhanced by the considerable improvements in

Atlas Pacific Limited Annual Report 2004
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husbandry and technical skills associated with seeding and post
seeding management. This has led to improved survival and

pearl quality.

The marketing relationship with Pearlautore International
(PAI) remains strong and we believe that they have achieved
significant results in difficult market circumstances. PAI have
made substantial changes in their marketing techniques to
remain at the forefront in the ever changing jewellery and
“wholesale industry. Our Company is exploring opportunities
to participate further in the value added chain within the

peatling industry in association with PAI.

We have enhanced our direct marketing skills through our
efforts in selling by-products such as mother of pear! shell, both
raw and processed, and other pearling products in association
with our recently formed South Sea Creations (see the website

www.southseacreations.com ).

A feasibility study is undeMay into further developing the
business by establishing a retail and tourist outlet in Bali. This
is expected to lead to further participation in the jewellery
sector, -which although carrying additional risk, can

substantially increase our rewards.

The Company moves into its thirteenth year as a pearl producer
having established an extremely strong production platform

based on sound scientific method, improved husbandry, site

management and diversification. This has been achieved due to
the considerable efforts of all our staff in the Bali operational centre,

inall field sites and from our corporate office in Perth.

Although the operation has expanded considerably in the past five
years in terms of quantity of pearls, we remain committed to

producing pearls of the>highest qualiey.

I would like to personally acknowledge the support and assistance
by the Directors of the Company and the substantial effort by our

Managing Director, Dr. Joseph Taylor.

George Snow

Chairman

Jouk

10™ March 2005
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ATLAS PACIFIC LIMITED

AUN 5 220055

DIRECTORS" REPORT

The Directors present their report together with the financial statements of Atlas Pacific
Limited ("the Company") and the consolidated accounts of the economic entity, being the
Company and its controlled entities, for the year ended 31 December 2004 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., EA.I.C.D.

CHAIRMAN OF THE BOARD

Mr Snow is a graduate in economics from the Australian National Universicy and has had
extensive experience in property development, real estate management and mortgage
finance. Mr Snow is the Managing Director of the Dampier Investment Group which isa

substantial shareholder on the Company.

Director since 28 October 1997, appointed Chairman on 28 ]luly 2004.
(Last re-elected asa director 21 May 2003)

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

* Biron Capital Limited (resigned 17 February 2005)

Atlas Pacific Limited Annual Report 2004



STEPHEN JOHN ARROW
NONEXECUTIVE DIRECTOR

Mr Arrow has beeninvolved in the pearling industry in Western
Australia and the Northern Territory since 1980 and is
Managing Director and owner of Arrow Pearl Co Pry Led. 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 29 June 1999.
(Last re-elected as adirector 22 May 2002)

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

+ Nil

IAN McKENZIE MURCHISON B.Comm, EC.A., Dip.

Naut. Sc.

INDEPENDENT NON EXECUTIVE DIRECTOR

Mr Murchison has had over 25 years experience in finance and
investment, and has been a Director of both listed and unlisted
companies in Australia and overseas. Mr Murchison is an
investment director and founding partner of the WA based
private equity investment fund, Foundation Capital. Mr
Murchison was a founding partner of the national chartered

accounting firm of Sothertons.

Appointed Director on 28 July 2004.

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

* Citrofresh International Led (resigned 30 June 2003)
JOSEPH JAMES UEL TAYLOR, B.Sc. (Biology),
Ph.D. (Aquaculture-Marine Biology)

MANAGING DIRECTOR

Dr Taylor is a marine biollogist and aquaculturist whose PhD
research specialised in the husbandry of Priuctada maxima pearl
oysters. Since 1989, Dr Taylor has been involved in the
management of aquaculture operations, mainly associated with
South Sea Pear! farming. He has acquired extensive knowledge
regarding the biology of pearl oysters and has presented many
research papers on this subject. Dr Taylor commenced employment
with the Company in 1996 as the Project Manager and has overseen

the development of the business to its current level of production.

Appointed Director on 13 September 2000 and as Managing

Directoron 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
WALTER FREDERICK JAMES, M.L.E. (Aust), EA.L.C.D.
(RETIRED NON-EXECUTIVE DIRECTOR)

Mr James retired as a director on 28 July 2004.

Atlas Pacific Limited Annual Reporc 2004
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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.C.1.S

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 | February 2001.

DIRECTORS' MEETINGS

The attendance at meetings of the Company's Directors including meetings of committees of Directors is shown below:

Directors' Meetings Audit Committee Meetings

Director Period SR e
Held \\ Attended Held . Artended
G.R.W. Snow 01/01/04 - 31/12/04 10 9 3 3
SJ. Arrow ' 01/01/04 - 31/12/04 10 8 3 3
I.M. Murchison 28/07/04 - 31/12/04 3 3 2 2
J.J.U. Taylor 01/01/04 - 31/12/04 10 10 3 3
W.E James 01/01/04 - 28/07/04 7 7 1 1

Page 8 DIRECTORS' REPORT
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CORPORATE GOVERNANCE

The Company is committed 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 Corporate Governance Council have been adopred.
Where there is variation from these principles, an explanarion is
provided in this report. Where necessary, derails of current

policies and practices are provided.
1. Roles and Responsibilities of the Board

The Board of Directors is responsible for the corporate
governance 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 established in the

Company's code of conduct for Directors.
2. Board Structure
2.1 Composition of the Board

In accordance with the definitions of an
independent director as set out in Principle 2.1 of
the ASX Corporiate Governance Council's
“Principles of Good Corporate Governance and Best

Practice Recommendations”, only Mr lan

2.2

2.3

Murchison is an independent director. The Board is
therefore not made up of a majority of directors who are
independent however, the directors believe that they can,
and do, actindependently making judgements thatare in

the best interest of the Company on all relevantissues.

The Board believes that its members represent a good
balance of skills, knowledge and experience that are
necessary to understand and manage the challenges faced
in the pearling industry. It also believes that the size of
the Board reflects an appropriate allocation of the.
Company's resources and allows for effective decision

making by its members.
Role of the Chairman

Mr Snow is the principal of Dampier Investment Group
Pty Ltd which is a substandal shareholder owning
15.97% of the issued shares of the Company and
therefore is not considered to meet the definition of an
independent director. Mr Snow and his fellow directors
believe that he does act independently and in the best
interests of the Company and all of its sharecholders when
dealing with issues that fall within the scope of the role of
the Chairman. The position of chairman was assumed
by Mr Snow upon the resignation of Mr James, who was

an independent director, in July 2004.
Nomination Committee

The Board has not established a nomination committee

Atlas Pacific Limited Annual Report 2004
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as there are insufficient directors on the Board for the
functions of such a committee to operate effectively
asa sub-committee. A formal performance review of
the Board and its members has not been undertaken
in the last financial year. Careful consideration is
given to the appointment of the Company's new
Directors to ensure that the Board is well served by
their experience and skills. The Board remains open

to appointing additional Directors who 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 constitution.  Reappointment of a
Director at the time of their retirement is not
automatic but they may renominate for their
positions on the Board subject to the constitution
and they are re-elected by the members at the

Company's annual general meeting.

practice principles which include the following:

(i) conflict of interest - managing situations where the
interest of a private individual interferes or appears

to interfere with the interests of the Company;

(ii) corporate opportunity - preventing directors and
key executives from taking advantage of property,
information or position, or opportunities arising

from these, for personal gain;

(iii) confidentiality - restricting the use of non-public
informarion except where disclosure is authorised or

legally mandated;

(iv) fair dealing - by all employees with customers,
suppliers, competitors and employees of the

Company;

(v) protection and proper use of assets of the Company -
ensuring the protection of and efficient use of assets

for legitimate business purposes;

(vi) compliance with laws and regulations - active

promotion of compliance.

3.2 Tradingin Company Securities

3. Ethical Standards
The Company has a share trading policy. Directors and
3.1 Code of Conduct pany & POy
employees {and their associates) are permitted to own
There is no formal code of conduct in place for ) .
P shares in the Company burt they are restricted to the
Directors and senior executive officers. However, . , ..
trading of the Company's shares or other securities
the Board and management do adhere to best e e . . ;
& within a “window” period being between 24 hours and
Page 10 DIRECTORS' REPORT Aclas Pacific Limited Annual Report 2004



30 days following the release of any announcement
to 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
4.1 AuditCommittee

The audit committee is made up of the three (3) non-
executive Directors, two of whom are not independent.
The chair of the audit committee is Mr Ian 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 literate. The size and makeup of the
current Board makes it impossibie for there to 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 is compliant with the
continuous disclosure rules of the Australian Stock

Exchange which ensures thae:

(1) all investors have equal and timely access to material
information concerning the Company, including its
financial situation, performance, ownership and

governance; and

(ii) Company announcements are factual and presented in a

clear and balanced way.
Shareholder Relations

The Board aims to ensure that all shareholders are kept
informed of the Company's performance. Information is

regularly communicated to shareholders through:

@) Distribution of the annual report ta all shareholders

(other than those who elect not to receive it);

(i) Distribution of shareholder updates which provide
additional operational, corporate and financial

information relevant for that period;

(iii) The annual general meeting and other 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 website; and
(v) Directshareholder liaison by authorised execurives.

The Company's auditor is required to atrend all annual
general meetings ro address shareholders’ inquiries regarding

the scope and conduct of the audit.
Risk Management

The Company has undertaken a risk assessmentanalysis in the

last year which was facilitated by a third party consultant.

Atlas Pacific Limited Annual Report 2004
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This addressed all aspects of the business including the
financial, operational and compliance risks, both

financial and non-financial.

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.

Board and Executive Performance

The performance of key exccutives 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 evaluartion of the
Board or individual directors undertaken during the
reporting period. The Board believes that the individual
directors have made independent judgements on business
matters which have been in the best interest of the

Company during the reporting period.

Remuneration

9.1 Remuneration Policy

The objectives of the Company’s remuneration
framework is to ensure that reward for performance
is competitive and appropriate for the resuits
delivered and recognises the environment within

which its executives operate. Remuneration of

9.2

9.3

senior executives is set with the objectives of:

(i) retainingand motivating key staff;

(i) attracting quality management skills to the

organisation; and

(iii) ensuring that executive staft feel a strong sense of
ownership in the Company's success by sharing in

the rewards of its success.

Remuneration Committee

A remuneration commirttee has not been established 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 Directors

The Managing Director is employed under a fixed term
contract which expires on 31 December 2007. His
employment agreement specifies the responsibilities of
his role. The Managing Director's remuneration
package has a fixed salary component as well as various
allowances relating to Dr Taylor living in Indonesia with
his family. Dr Taylor is not entitled to any special
termination payments under this contract. The current
contract for the Managing Director does not provide for

incentive payments in the form of cash or options linked

to performance targets.

Page 12
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The Directors' remuneration is set out in the
Direcrors' Report. Non Executive Directors'

aggregate annual remuneration may not exceed

$250,000.

10. Stakeholders' Interests

The Company does not have a code of conduct to deal with
the legal an& other obligations to stakeholders as set down
in fhe 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 stakeholders include employees, local
communities within which the pearl farming activities are
operated, critical equipmentand service suppliers, product
distributors and local and regional government

authorities.

Employees have the right, and are encouraged to alert
management and the Board in good faith to potential
misconduct without fear of retribution. Where necessary,

such reports must be recorded and investigated in full.

ACTIVITIES AND REVIEW OF OPERATIONS

. The Consolidated entity continues to operate only as a pearl

producer.

Year in Perspective

The 2004 financial year has seen the introduction of a number
of new initiatives which will enhance the future prospects of

the Company. Theseinclude:

* Development of the new hatchery and grow-out farm in
North Bali which has enhanced the Company's geographic
diversity, thus reducing the risk from adverse climatic

events;

* Initiation of a new research and development program
relating to the genetic identification of high quality pear!
oysters which will enable future breeding programs to be

berter rargeted towards high quality oysters;

* Improved technical competency in reladon to seeding and
husbandry of oysters leading to higher retention of nuclei,

lower mortalities and improvements in pearl quality;

* Diversification into direct sales of by-products and the
enhancement of general marketing skills within che

organisation.
Operating Results

The Board of Atlas Pacific Limited (ATP) announces that the
economic entity’s after tax loss for the year ended 31
December 2004 is $1,469,956. This compares with an after

tax profitof $1,244,733 for the same period in 2003.

The major factors which have lead to this loss position are:

Atlas Pacific Limited Annual Reporr 2004 DIRECTORS' REPORT Page 13




1. A write-down in inventory during the year of
$541,000. $224,000 of this related to the write-
down of oyster inventory which in the opinion of the
Board was recorded at a value that was higher than its
net realisable value. A further write-down of
$317,000 related to the harmonization of the
accounting treatment of stock in Indonesia and
Australia specifically relating to the capitalisation of

expenses to the carrying value of oyster stocks on

hand;

2. An increase in tax provisions for prior years of
$408,000 resulting from a recently completed tax

audit of our Indonesian subsidiary;

3. A foreign exchange translation loss of $186,000
resulting from the conversion of the subsidiary's
Indonesian Rupiah accounts to the consolidated
group's reporting currency (AUD). This is an
unrealised loss and does not have an impact on the

company's cash position.

The Company's balance sheet remains strong and
although there has been a reduction in cash reserves during
the vear, the Board is confident that this position will
improve in 2005 and there will be no need for any fund

raising for normal operations in the near furure.

The Company sold $5,209,000 (2003 - $8,804,000)

worth of peatls during the last year. In addition to chis, a

furcher $601,000 was raised through the sale of pearl shell by-
products including mother of pearl (MOP) and pearl jewellery

and raw MOP shell.
Pear] Oyster Production Results

The large number of oysters successfully reared during 2003 at
Bali and Bacan were delivered to Alyui during 2004. This
significantly increased our ability to raise the number of seeded
stocks and during the year ended 31 December 2004, the

group successfully seeded over 360,000 oysters.

Hatchery production and grow-out at the Company's new site
of Penyabangan North Bali during 2004 was the best achieved
since 1997 in terms of overall numbers and the best on record

in terms of survival. This more than made up for the lower
-

than anticipated numbers of juvenile oysters that were

produced at the joint operation site in Bacan.

The improved oyster quality and numbers available for seeding
during 2004 gave rise to better post operative results when

compared to earlier years.

“Hatchery production and
grow-out at the Company'’s
new site of Penyabangan
North Bali during 2004
was the best achieved
since 1997 in terms of overall
numbers and the best on record
in terms of survival”

Page 14 DIRECTORS' REPORT
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Bali Project

The Company has established a wholly owned grow-out
and hatchery site at Penyabangan in North Bali. The
project at Penyabangan has reached its target operational
level and has resulted in the geographical diversification of
the Company's activities as part of the Company's

previously stated risk minimisation objectives.

The Company's technical training division and research

“The Alyui Bay
pearl production site
has seeded the highest
number of oysters in
the Company's 11 year
history”

and development programme is now located at

Penyabangan. Additonally, various ancillary functions
such as longline, net and boat construction have been
moved to Penyabangan to free up resources at the Alyui

Bay pearl farm.

Bacan Project

During 2004, the Bacan project did not repeat the
excellent production results of 2003. The 2004/2005
season has commenced and results will be monitored and

reviewed.
Alyui Bay Pearling Centre

The Alyui Bay pearl production site has seeded the highest
number of oysters in the Company's 11 year history. Three
hundred and sixty thousand oysters were seeded of which
342,000 were the Company's and the balance was for the
benefit of our joint operation partners. Nearly all of the

oysters that were seeded were first time operated oysters.

Aclas Pacific Limited Annual Report 2004
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12. Conclusion

The Company continues to strive for excellence in the
production of pearls. The Board acknowledges the
disappointing financial results for 2004 and is making
every effort to return to an operating profit in 2005. The
Board of Directors remains committed to rewarding
shareholders with the resumption of dividend payments as

soon as sufficient cash reserves are available.
ECONOMICENTITY RESULT

The consolidated net profit/ (loss) after income tax of the

economic entity for the financial year was:

—

: .o 2004 2003

b @i $ ] s ;
Operating profit/(10s9) (1 460 956 1244,733
after income tax T o

DIVIDENDS

The Company did not pay any dividends in the financial year
ending 31 December 2004. Dividends paid by the Company

during the financial year ended 31 December 2003 were:

— ' i v E H i

| I i . Proportion of |

i ., Cents Total Amount P .

| Date Paid | per share ° aPai dou  FrankingCredit

; | ‘] | PerShare |
30 April 2003 1.0 $878,102 100%

DERIVATIVES AND OTHER FINANCIAL

INSTRUMENTS

The consolidated entity's activities expose it to changes in

foreign exchange rates. The Board has approved policies and

procedures to manage this exposure.  Derivative financial
instruments are used to hedge cash flows that are subject to foreign

exchange rate risks and are not held for speculative purposes.
MATTERS SUBSEQUENT TO BALANCE DATE

There are no events that have occurred after the balance date which

will have a material effect on the operating results of the Company.

The results of significant operation activities are made available to
shareholders and other interested parties through announcements
to the Australian and NASDAQ Stock Exchanges and through

regular newsletters.
LIKELY DEVELOPMENTS AND EXPECTED RESULTS

The price thz;xt is achieved for pearls is market driven but is
determined by five characteristics being size, colour, shape, skin
quality and lustre. The production of a pearl is a natural process,
which means that the predictability of quality is uncertain. The
Company adopts best practice farming techniques to try and limit
poor quality but it cannot control environmental conditions that

will influence the production process.

The number of pearls produced is directly influenced by the
quantity of oysters that are seeded. The table below demonstrates
that there has been a significant increase in the seeding of virgin
oysters in the last three years which will translate into higher

numbersof pearls in the next two years.

Pearl sales are generally denominated in Japanese Yen. The strong

Page 18
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Bali Project

The Company has established a wholly owned grow-out
and hatchery site at Penyabangan in North Bali. The
project at Penyabangan has reached its target operational
level and has resulted in the geographical diversification of
the Companyfs activities as part of the Company's

previously stated risk minimisation objectives.

The Company's technical training division and research
and development programme is now located at
Penyabangan. Additionally, various ancillary functions
such as longline, net and boat construction have been
moved to Penyabangan to free up resources at the Alyui

Bay pearl farm.
Bacan Project

During 2004, the Bacan project did not repeat the
excellent production results of 2003. The 2004/2005
season has commenced and results will be monitored and

reviewed.
Alyui Bay Pearling Centre

The Alyui Bay pearl production site has seeded the highest

number of oysters in the Company's 11 year history. Three

hundred and sixty thousand oysters were seeded of which

342,000 were the Company's and the balance was for the ™~

benefit of our joint operation partners. Nearly all of the

oysters that were seeded were first time operated oysters.

“The Alyui Bay
pearl production site
has seeded the highest
number of oysters in
the Company's 11 year
history”
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Alyui Bay Pear] Farm
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It is the Company's experience that in Indonesia, virgin
oysters produce a superior pearl to oysters that are

reoperated after their first pearl is extracted.

The Company is pleased with the post operative results
with high nuclei retention and low mortalities being
achieved during 2004. This operational improvement is
due to the discipline and dedicated approach of our
Project Manager, Jan Jorgensen, who has been able to
generate improved productivity and better technical

competency at the Alyui Bay site.

Harvests were adversely affected in 2004 as a result of the
difficult 2002 year seeding program and consequently
pearl quality was lower. The total volume and value of

pearls harvested during 2004 was down compared to

2003. On a positive note, peatl quality improved with -

each harvest completed during 2004 and we are hopeful

that this trend will continue in 2005.

Socio-Political and Security Situation

The September 2004 bombing that occurred near the
Australian Embassy in Jakarta had a limited effect on the
Indonesian cconomy and no immediate impact on the
Company's operations. The election of President Susilo
Bambang Yudhoyono has engendered a new feeling of

optimism within Indonesia.

North Sumatra and Aceh were struck by the devastating
tsunami and earthquake that occurred in December 2004.
This event did not directly affect the Company's pearling
operation. The group has provided financial support to the

recovery programme now underway.

The Company continues to do all it can to maintain good
relations with local communities and regional government
agencies and parties that can have any influence over the safety

and security of our personnel and assets in Indonesia.
Personnel

The Company programme of promoting Indonesian staff
continues. The North Bali site of Penyabangan is managed by
Ms Laila Albaar and Mr Yakobus Ndolu, both of whom have
been with the Company for many years. The Bacan Project
management was transferred to a new local team headed by Ms
Atmini, Mr Frans Cucins and Mr Irphanie. At Alyui, two of
the Company's production sites are also under local

management. Batu Terio is managed by Ms Maria Nggangock
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whilst Sailo ts managed by Mr Lodewek.

The number of expatriate managers involved in the
Company's project has remained constant whilst the focus
has switched from day-to-day management to long term
planning, problem solving, training and research and
development. Mr Jan Jorgensen remains as the Alyui
Project Manager with assistance from Dr Rick Brailey,

Karl Pearce and Ryan Arnup.

Dr Jens Knauer is now dedicated to Research and
Development and assisting Managing Director Dr Joseph
Taylor on future project development. Mrs Claire Taylor
has been working in developing the Company's marketing

division under the banner of South Sea Creations.

The total permanent Indonesian based work force at 31
December 2004 was:
Expatriate 7

National 432

Marketing

The Company continues to be represented by the pearl
marketing and trading company Pearlautore
International (PAI). During 2004, PAI increased efforts
into value adding to the pearls through the creation of
jewellery and more strands. There was an emphasié on
directsales as opposed to auctions in 2004. PAI continues

to heavily promote the brand “Autore South Sea Pearls”

10.

11.

and opened offices in Japan, USA, Spain and Britain during

2004. In an effort to explore further revenue opportunities,

the Company launched the trading division “Sou'th Sea

Creations” (SSC).

To date, SSC has concentrated on

developing the sale of by-products such as raw MOP, pearl

meat, polished MOP and MOP jewellery. The Company

plans to develop pearl jewellery lines during 2005 and to

investigate retail opportunities in the popular tourist precincts

of Bali.

Research and Development

Research and development received a major boost in 2004

with the commencement of a collaborative genetic research

programme to develop selected breeding lines for pearl oysters.

The Company's partner is the internationally recognized

Marine Biology and Aquaculture School of James Cook

Universicy (JCU).

Preliminary data from our initial experiments is already

changing the way in which the Company operates its ongoing

breeding programme.

Environment

It is in the Company's interest to ensure that environment at

the farm sites is protected and maintained to the highest

standards. All environmental regulations that relate to the

Company in Indonesia and Australia are adhered to.

Atlas Pacific Eimited Annual Report 2004
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12. Conclusion

The Company continues to strive for excellence in the
production of pearls. The Board acknowledges the
disappointing financial results for 2004 and is making
every effort to return to an operating profit in 2005. The
Board of Directors remains committed to rewarding
shareholders with the-resumption of dividend payments as

soon as sufficient cash reserves are available.
ECONOMICENTITY RESULT

The consolidated net profit/ (loss) after income tax of the

economic entity for the financial year was:

2004 | 2003
| $ l § |
Operating profit/(oss) 1 459 956) 1 244,733

after income tax

DIVIDENDS

The Company did not pay any dividends in the financial year
ending 31 December 2004. Dividends paid by the Company

during the financial year ended 31 December 2003 were:

A " : . !
, . Proportion of :
Cents !Total Amount P ‘

Date Paid per share Paid \ FrankingCredit}
‘ , Per Share |
30 April 2003 1.0 $878,102 100%

DERIVATIVES AND OTHER FINANCIAL

INSTRUMENTS

The consolidated entity's activities expose it to changes in

foreign exchange rates. The Board has approved policies and

procedures to manage this exposure.  Derivative financial
instruments are used to hedge cash flows that are subject to foreign

exchange rate risks and are not held for speculative purposes.
MATTERS SUBSEQUENT TO BALANCE DATE

There are no events that have occurred after the balance date which

will have a material effect on the operating results of the Company.

The results of significant operation activities are made available to
shareholders and other interested parties through announcements
to the Australian and NASDAQ Stock Exchanges and through

regular newsletters.
LIKELY DEVELOPMENTS AND EXPECTED RESULTS

The price thét is achieved for pearls is marker driven but is
determined by five characteristics being size, colour, shape, skin
quality and lustre. The production of a pearl is a natural process,
which means that the predictability of quality is uncerrain. The
Company adopts best practice farming techniques to try and limit
poor quality but it cannot control environmental conditions that

will influence the production process.

The number of pearls produced is directly influenced by the
quantity of oysters that are seeded. The table below demonstrates
that there has been a significant increase in the seeding of virgin
oysters in the last three years which will translate into higher

numbers of peatls in the next two years.

Pearl sales are generally denominated in Japanese Yen. The strong
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2000 ¢ 2000 2002 | 2003 2004

i

Opysters nucleated (virgin only) 121,124 172,988 - 168,777 210,099 _ _342,164{
_Tortal Pearl Sales Revenue (AUS$) - $6,501,388 $10,856,678 ~$10,581,317  $8,803,892 —“3;5T2})§,i.§4ﬂ
Net Profit/(loss) afier tax (AU$) $2,472,159 ° $4,150.770 ° $3,499,017 * $1,244,733 (1,469,956

Australian Dollar has resulted in lower prices per unit of weight in the reporting currency (AUD). The Company undertakes foreign

exchange hedging within approved policy limits to manage exchange rate fluctuations where it is possible.
DIRECTORS' BENEFITS

Details refating to Directors’ benefits other than Directors’ emoluments can be found at Note 22 to the accounts.
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.]. Arrow, Mr L.M.
Murchison and Dr J.J.U. Taylor, and the following former Directors; Mr PG. Jermyn, Mr L.E Petersen, Prof A M. Kerr and Mr R.P.
Poernomo, Mr W.F. James, against all liabilities to another 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 involves negligence, default,
breach of duty or a lack of good 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 $19,390 (2003 - $16,428) in respect of

directrors’ and officers' liability and legal expensesinsurance contracts, for currentand former Directors and Officers.
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DIRECTORS' AND SENIOR EXECUTIVES' REMUNERATION

Details 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:

r -
Base Remuneration

x ‘ (Salaries & Fees) |  Allowances . Toal ‘
| Directors - ] - 7 } ‘ T}
G.R.W. Snow 2004 $44,687 - $4,022 $48,709
2003 $33,750 ‘ ; $3,038 $36,788
S.J. Arrow 2004 $30,000 $2,700 $32,700
2003 $30,000 - $2,700 $32,700
I.M. Murchison ' 2004 $14,063 . $1,265 $15,328
2003 - - - -
W.E James * 2004 $35,000 - $3,150 $38,150
) 2003 $60,000 - $4,219 $64,219
J.J.U. Taylor’ 2004 $214,227 $65,026 $21,687 $300,940
2003 $241,084 - $21,388 $262,472
g Executives - R
R.P. Poernomo ’ 2004 $19,961 - - $19,961
2003 $12,500 $21,463 - $33,963
]S Jorgensen ™ 2004 $160,306 : : $160,306
2003 $149,286 - - $149,286
S.C.B. Adams 2004 $105,000 - $9,450 $114,450
2003 $105,263 - $7,692 $112,955
Notes:

1. Mr I Murchison was appointed to the Board on 28 July 2004.

2. MrWF Jamesresigned as a Director on 28July 2004.

3. Admiral R.P. Poernomo and ].S. Jorgensen are both Directars of the Company's Indonesian subsidiary, PT. Cendana Indopearls.

4. Dr]Taylor & Mr] Jorgensen are both executive Directors of the economicentity.

5. ltis the opinion of the Board that the only officer of the Company who meets the definition of execurive officer as set out by the

Corporations Act 2001 or the Australian Accounting Standards is the Company Secretary.

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

The relevant interest of each current Director in the share capital of the Company, as notified by the Directors to the Australian Stock

Exchange in accordance with S205G (1) of the Corporations Law 2001, at the date of this report is as follows:

i ! - ‘Ordinary Shares’ ?,
! Direct J Indirect I

G.R.W. Snow - 14,025,744

S.J. Arrow - 1,952,934

I.M. Murchison - 650,000

J.J.U. Taylor 65,000 - -

R.P. Poernomo ' 1,265,000 -

J.S. Jorgensen ' 36,034 7 -

Notes:.
1. Admiral R.P. Poernomo and J.S. Jorgensen are Directors of the Company's

Indonesian subsidiary, PT. Cendana Indopearls.

Theauditor'sindependence declaration on page 53 forms part of the Directors' report for the year ended 31 December 2004.

Signed in accordance with a resolution of the Directors

G.R.'W. Snow

Chairman

10 March 2005
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STATEMENT OF FINANCIAL PERFORMANCE =

Sra T}ﬁ‘#:.‘ T

FOR THE YEAR ENDED 31 DECEMBER 2004

STATEMENT OF
FINANCIAL PERFORMANCE

FOR THE YEAR ENDED 31 DECEMBER 2004

FEE COVMPARY ™

-, T i 2004 2003
; L ‘{ , $ R S
 Revenue fromsaleof goods =~ ... . 2. 5822982 8858413 5218743 8,803,892
Other revenues from ordinary activicies 2 1014541 7956371 974518 981,991
Total revenue ' 2 T 6837523 9814784 6193261 _ 9,785,883
Exéenses from ofdinary éctﬂivit‘kives : V |
Costofgoodssold T (5,089271)  (5,049,131)  (4,954,917)  (5,182,141)
Marketing expenses | (564,743) ©  (618,811) (564,743) (618,811)
- Administration expenses . B ‘ (1,632,692)  (1,741,238) (1,047,055) (1,258,904)
BorroWing costsT T v e S5 : O LY 29 ; (124)
Other expenses from ofdinéfy-activifies 3 (923,798) (464,171)  (2,592,357) (1,700)
Total expenses T ' ' (8,210,533) - (7,873,475) (9,159,101)  (7,061,680)

Profit from ordinary activities before related income
TTTAX EXPENSE s e e et e, s on

. (1,373,010) 1,941,309 (2,965,840) 2,724,203

. Income tax (expense)/bencfit relating ¢ ordinary -

activities ' e (96,946)  (696,576)- 117,203 (818,412)
Profit from ordinary activities after related income 15 - - - -
tax attributable to members of the parent entity : (1,469,956) - - 1,244,733  (2,848,637) 1,905,791

Total changes in equity other than thése resulting ‘ 5 - ' = - : =
" from transactions with-owners as owners— —————-".._(1,469,956) 1,244,733 (2,848,637) 1,905,791

~---Basic carnings pér share (cents) Rt 5 (1.67) . 1.42
' Diluted carninkgs per share (cents) R (1.67) 1.42

The accompanying notes form part of these financial statements.

i
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STATEMENT OF FINANCIAL POSITION

FORTHE YEAR ENDED 31 DECEMBER 2004

if

©  CONSOLIDATED |  THECOMPANY |
- Note ' 2004 | 2003 | 2004 . 2003
; | $ t $ # $ $
Current assets v
---- Cash assets 6 3,208,996 4,301,918 2,659,148 4,169,824
Receivables 7 1,934,360 1,253,030 1,186,113 757,832
Inventories 8 1,201,667 © 3,333,948 1,248,009 3,027,284
Self-generating and regenerating assets 9 2,583,417 2,165,998 - -
Total current assets 8,928,440 11,054,894 5,093,270 7,954,940
Non-current assets
Receivables - - 14,979,745 14,936,844
Inventories 240,248 121,836 - -
Self-generating and regenerating assets 9,090,275 8,406,627 - -
Property, plant and equipment 11 . 2,688,137 .. 2458214. 30,525 14672
Deferred Tax Asset. - o emme o g 239919 TTUI50563 151,021 34,107
‘Yotal Aon-cirrent assets B 12258579 - 11,137,240 15,161,291 14985623
Total assets 21,187,019 22,192,134 20,254,561 22,940,563
Current liabilities
Payables 12 1,020,369 766,980 350,953 181,329
Current tax liabilities 4 230,480 - - -
Provisions 13 104,212 122,946 71,648 72,963
Total current liabilities 1,355,061 889,926 422,601 254,292
Non-current liabilities
Deferred tax liabilities 4 112 406 112 5,786
Total non-current liabilities 112 406 112 5,786
- Total liabilities 1,355,173 890,332 422,713 260,078
- Net assets - 19,831,846 21,301,802 19,831,848 22,680,485
Equity
Contributed equity 14 18,849,092 18,849,092 18,849,092 18,849,092
Retained profits 15 982,754 2,452,710 982,756 = 3,831,393
Total equity 19,831,846 21,301,802 19,831,848 22,680,485

The accompanying notes form part of these financial statements.
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STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2004

__ ”CONSOLIDATED ’
2004 2003
$ » $ " $ : $
Cash flows from operating activities |
Proceeds from peatl and oyster sales 5,839,566 9,957,459 5,209,858 9,914,269
o Proceeds from other operatmg activities 769,835 _ . 59,471 701640 -
.-_Interest pmd — R (29) i“;" (124)" 29y (24—
Interest and bill discounts received 176,843 169 096 163,139 156,142
Payments to suppliers (6,279,530)  (6,972,312) (1,678,098) (2,205,766)
Income tax paid (410,894) (2,966,755) (230,847)  (2,244,540)
Net cash provided by/(used in) operating activities (Note
202) 95791 246,835 4,165,663 5,619,981
Cash flows from investing activities
Advances to controlled entities ) - (5,605,806) (6,481,673)
Payments for property, plant and equipment (778,641)  (1,119,718) (23,083) (9,763)
. Proceeds on disposal of fixed assets 1.891 115 849 ) )
- Paymentfor Other Financial Instrument (47,450) T @ase) T SR
Net cash provided by/(uséd in) investing activities (824,200)  (1,003,869) (5,676,339) (6,491,436)
Cash flows from financing activities T
Dividend Payment o (878,103) ; (878,103)
Net cash provided by/ (used in) financing activities : (878,103) ) (878,103)
Net increase/(decrease) in “czish held - (728,409)  (1,635,137) (1,510,676) ~(1;749,558) -~
Cash at the beginning of the financial year 4,301,918 6,119,808 4,169,824 5,919,382
B " Effects of exchange fate changes on the ba.lances of cash -held—- e L —
in foreign currencies - (364.513) o (182.753)
Cash and term deposits at the end of the financial yeat : - ‘ : -
(Note 20. 1)
T . 3,208,996 4,301,918 2,659,148 4,169, 824
The accompanying notes form part of these financial statements.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2004

1. STATEMENT OF SIGNIFICANTACCOUNTINGPOLICIES

1.1 Basis of Preparation -

This general purpose financial report has been prepared in accordance with Accounting Standards and other mandatory

professional reporting requirements and the Corporations Act 2001.

The financial statements have been prepared under the historical cost convention and excepr where stated, they do not take

' ..into account.changing money values or fair values of non-current assets. The accounting policies relating to the financial

1.2

statements are consistent with those applied in the previous year unless otherwise stated.
Comparative Amounts

Where necessary, the figures for the previous year have been reclassified to facilitate comparison.

1.3 Principlesof Consolidation

1.4

The financial statements of the economic entity comprise consolidated accounts of Adas Pacific 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 a year, its results are included only from the date of acquisition. Where there is loss
of control of a controlled entity during a year, its results are included only for that period of the year during which the parent

entity had control.

In the instance of the acquisition of a conrrolled entity, the cost method of accounting is used for all acquisitions of assets

regardless of whether shares or other assets are acquired. Cost is determined as the fair value apportionment, at the date of

... acquisition, of the purchase consideration plus costs incidéntal to thé dcguisition. ™ -

Atlas Pacific Limited is a listed public corﬁpany incorporated and domiciled in Australia.
Inventories

(@) Pearls-quantity of peatls as harvested and processed are valued at the lower of cost or net market value.
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FOR THE YEAR ENDED 31 DECEMBER 2004

(b) Nuclei-quantities on hand at the year end are valued avcost. oo oo

i e o

(é) Oysters - fefer note 1.5

1.5 Self- Generating and' Regenerating Assets (SGARASs)

The Consolidated Entity has applied AASB1037 Self-Generating and Regenerating Assers (SGARAs). The standard requires

that all inventories, which are non-human, living assets, be treated separately from other inventory. SGARAs must be

- -measured-arnet marker-value-and-the-increment/{decrement) in-net marker values of the SGARAs is to- be recognised as

revenue/(expense) in the statementof financial performance:

_W;The Va!ue of the SGARAS is. only recogmsed When itcan be measured relzab[v

Pearls, although not 2 living organism, are a product of an oyster which is classified as a SGARA and as such, they too are

classified as o SGARA at. the“tim-e “Chat thcv are. harvested; -In the 6pinion"6? thé Directors;t t'h.éi "m'c')“st'reliabl'é'valuationg; S

- ~Qysters are a-living organism which-meetsthe definition of a-éGAﬁA.«Thereis no market foppearl-oystcrs,by whicharelizble ...

- producmg a pearl and other rjsk factcrs speczﬁc t6.the operanons of the economiic Entlt}’, the Dlrectors beheve that the PIOST

1.6

~ ceaseto bea SGARA under ?h?ﬁi?ﬁ?l?&.‘?!?}fl the: acccunti9g.$ﬁandardr~~-~~-A L

“appropriate market valuation for the oysters is their cost of producmon to date Cost is the total direct hatchery and farm

operations and includes the cost of«oyécer purchasesand nuclei used in seedingopcrarions.
The details of the SGARAs that are held by the economic entity asat 31 December 2004 are provided at Note 9.

Revenue Recognition

_(a)._Sales Revenue _comprised, of revenue earned from the sale of products or services to entities outside the consolidated

_ valuation c‘oiﬁpaﬁédh'é‘f this c'a't'é"gb'fy' 'éf the’SGA‘RA can be made. Given thé” uh'ce'rtainty"a'ﬁd risk that 'éxis‘t‘s ir‘i Lbe’ : Process ¢ 'of T ’

~entity: Sales revenue-is-recognised whensthe-goods-are -provided-or-when-the-fee-in-respect-of -services-provided-is-—-—-——

receivable.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2004

(b) InterestIncome recognisedasitaccrues.

accountat the date on which an unconditional contract is signed.

(d) Inventory Revaluation in accordance with accounting standard AASB1037 Self-Generating and Regenerating Assets,

any increase in the net market value of these assets are recognised as revenue at the time of the revaluation.

1.7 Tavestments

Long term investments are stated at cost or valuation, less a provision for diminution in value, as assessed by the Directors
annually to ensure that the carrying amount is not in excess of recoverable amount. The recoverable amount is assessed from
the shares' current market value or the underlying net assets in the particular entities. The expected net cash flows from

investments have not been discounted to their present value in determining the recoverable amounts.
1.8 Valuation of Non-Current Assets

In determining the recoverable amounts of non-current assets, the expected net cash flows arising from the continued use and

subsequentdisposal of those assets have not been discounted to their presentvalue.

The carrying amount of non-current assets is reviewed to determine whether they are in excess of their recoverable amount at
balance date. If the carrying amount of a non-current asset exceeds the recoverable amount, the asset is written down to the

lower amount and the write-down isincluded in the profitand loss statement. -
1.9 Depreciation

Depreciation on property, plant and equipment is calculated on a straight line basts so as to write off the cost or valuation of

property, plantand equipment over their estimated useful lives.

(o) Asset Sales Revenue comprises the gross proceeds of the assets. The profit anid loss on disposal of assets is brought o
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NOTES~ TO AND FﬂRMING PAR‘ILOF THEWF»I—NANCIAL STATEMENTS. .
FOR THE YEAR ENDED 31 DECEMBER 2004

| “The depreciation rates ised for eachclass of depreciableassersare: = e e e

Leaschold land & buildings & improvements 5-10% 5-10%
Vessels % 10%
Plant & equipment 20-50% 20-50%

1.10 Goodwiﬂ

Goodwill and goodwill on consolidation are initially recorded at the amount by which the purchase price for a business or for
an ownership interest in a controlled entity exceeds the fair value attributed to its net assets at date of acquisition. Boch

purchased goodwﬂl and- goodw1U on consolidation are amortised on a straight line basis over the period of 5 years. The

balances are reviewed annually and any balance representing future beneﬁts for which the realisation is considered to be no

longer probable are written off.

1.11 Foreign Currency Translations

(a) Translations

The Company considers that the operations of the Indonesian subsidiary are integrated with those of the parent enﬁty
and therefore the temporal method of accounting for foreign exchange conversion has been adopted, whereby,
(i) monetary items are converted at the exchange rate ap plicable at the year end,
(ii) other pearling project assets and liabilities are converted at the exchange race applicaﬁ]e at the time of transaction and
(i) gainsand losses on transactions are taken to the-currentyear's.profit aDd.loss account,

(b) Hedges

Gains or losses on hedges of specific commitments including thosé relating to the price of particular goods or servicestobe -

purchased or sold, are to be deferred and included in the measurement of the purchase or gale transacuon.

1.12 Income Tax

o Theixﬁ)lht\;mgt—flod of tax?éFfect accountingh has been adopted; whereby:

(a) lhe incometax (expence) f beneﬁt inthe proﬁt and loss account is determmed by applying the current tax rate o operating
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 31 DECEMBER 2004

profit/(loss) after allowing for permanent differences,

{(b) aprovision for deferred income tax is created for
(i) expenses which are currently deductible in determining taxable income but which have not been taken up in arriving
atthe operating profit, and

(if) revenue which hasbeen included in operating profit but which is not yet assessable for tax,

{c) a futL;re income tax benefit is broughe to account for
(1) expenses which have been taken up in arriving at the operating profitbut are notcurrently deductible for income tax
purposes; and
(i) revenuewhich iscurrently assessable for tax butwhich has not yet been included in operating profit,
(iii) income tax losses carried forward.

Future income tax benefits are notbrought to account unless realisation of the benefits is vircually certain. -

~ Realisation is contingent upon
(i) deriving future assessable income of a narure and of an amount sufficient to enable the benefit of the deductions for
the losses to be realised,
(i) the Company continuing to comply with the conditions for deductibility imposed by the law, and

(i11) no changes in the legislation which would adversely affect realisation of the benefit of the losses.

1.13 Bilis of Exchange

Bills of exchange have been purchased in the market at a discount to face value. The bills are carried at an amount
representing cost and a portion of the discount recognised as income on an effective yieid basis. The discount brought to

account each period is accounted for as interest received.

'1.14 Trade and Other Creditors o L

These amounts represent liabilities for goods and services provided to the economic entity prior to the end of the

financial year and which are unpaid. The amounts are unsecured and are usually paid within 30 days of recognition.
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PART VOF THE FINANCIAL STATEMENTS

iy e o sy 670 5

FOR THE YEAR ENDED 31 DECEMBER 2004

" 1.15Trade and Other Debtors —— ~ - ] o

The ability to collect -is assessed at balance date and specific provision is made for any doubtful accounts.
1.16 Interests in Joint Operations

The economic entity's share of the assets, liabilities, revenue and expenses of joint operations are included in the

-appropriate items.of the consolidated balanice s et and profit and loss account: -

1.17 Leases

Lease payments for operating leases, where substantially all 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

-1} - Basic eammgs per share

“e R - - Basic. eammgs per share is determined by d1v1d1ng net proﬁt after income tax attrlbutabie to members of the Company,

oustanding during the ﬁnancial year, adjusted for bonus elements inordinary shares issued during the year.

ii) Diluted earnings pershare

Dduted earnmgs per share ad)usts the ﬁgure used in determmauon of basxc earmngs pcr share to take into account the

“after income tax effect of interest and other financial costs associated with dilutive potentxal ordmary shares and the

o excludmg any cost‘s‘”of serviceequity other th:m ordmary shares;by the—wexghted -average- numbepof -ordmary shares) e

‘weighted-average number of shares assumed to-have beermssued for. no. con51de1:at10n in relation to dilutive potential = -

ordinary shares.

1.19 Segment Reporting

where a reasonable basis of allocation exists. Segment assets include all assets tised by a segment and consist principally of cash

receivables, inventories, intangibles and property, plant and equipment, net of allowances and accumulated depreciation and

Segment revenues- a.nd expenses-are- those dxrecdy attnbutable 1o the. scgment and.include.. any Jomt revenue and expenses
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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 liabilities consist principally
of accounts payable, employee entitlements, accrued expenses, provisions and borrowings. Segment assets and liabilities do

not include deferred income tax.

Inter-segment transfers, segment revenues, expenses and results include transfers between segments. These transfers are

eliminated on consolidation.
1.20 Employee Entitdements

Provision is made for the Company's liability for employee entitlements arising from services rendered by employees to
balance date. Em_ployee 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 mea:sured 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.
1.21 Derivatives’

The consolidated entity is exposed to changes in foreign exchange rates from its activities. The consolidated entity uses -
forward foreign exchange contracts to hedge these risks. Derivative financial instruments are not held for speculative purposes.
Derivarive financial instruments designated as hedges are accounted for on the same basis-as the underlying exposure: The,

accounting for forward foreign exchange contracts is set out inn Note1.11 (b).
1.22 Adoption of Australian Equivalents to International Financial Reporting Standards

Australia is currently. preparing for the introduction of International Financial Reporting Standards (IFRS) effective for

 financial years commenicing I January 2005, This reqiires the production of accounting data for future comparative purposes _ _

T
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_ atthebeginningof the next ﬁnahcial year.y A

The economic entlty 3 management, along with its auditors, are assessing the significance of these changes and preparing for

thexr lmplementamon We wxll seek to keep stakeholders mformed asto the 1mpact of these new standards as they are e finalised.

- __TheDirectorsare of the opinion that the key differences in the economic entity's accounting policies which will arise from the

. adoptionof IFRSare:

e Taxation -

A “balance sheet” ap,proach will be adopted, replacing the_“stat_egneqt of financial performance” approach currently used
. .by Austraha.n compames T}ns method recogmses deferred vax balarices when there is.a dlfferen‘ge;"beweneﬁmpherc_a:rr}ii«ngw e s
value of an asset or liability; and its tax base. Itis expected that the standard may require the entlty/ group to carry hlgher

levels of deferred tax assets and liabilities. This will result in the recognition of new assets and liabilities and an initial

impact on retained earnings at 1 January 2004.
Revenue

Currently the group includes gross revenue received on‘disposal‘ of assets as revenue. Under Australian equivalents to.

- JERSs gainsa and losses on. sale of will be l:ecogmsed onanet] basxs in revenue, resultmg in lower revenue bemg recorded by

——————theenmy!group U R SN e e e

:Tgaﬁslétidﬁb‘fFore'ig'n‘Subsidi'aries‘ B R Rt e

Curremly the group , translates the accounts of its foreign subsidiary using the temporal téthod for mtegrated“operationsr'e e

‘ Austrahan equlvalents to IFRSs do not dxsnnguxsh between mtegrated and self—sustammg operations and all investments

in a foreign subsidiary witha functlonal currency dlfferent to the group's presentation currency will be translated using
the closing rate for assets and Jiabilities; the transaction date rate {or average rate) for income and expenses; with

: dlfferences taken to equ1tv “When the foreign subs1d1ary is dlsposed of Austrahan eqmvalents to IFRSS require any e

I !
i i
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earnings compared to the current treatment of integrated operations. There will be an initial impact on retained earnings
from the transfer of translation differences to a foreign currency translation reserve which will be restated to zero at 1

January 2004.
Impairmentof Assets

The group currently assesses the amount of impairment of assets by determining the recoverable amount of the asset on
the basis of undiscounted cash flows. Under Australian equivalents to IFRSs, the group will be required to determine the
recoverable amount as the higher of fair value less costs to sell and value in use. It is likely that this change in policy will lead

to impairments being recognised more often than under the existing policy and increased volatility in future earnings.
Proposed Dividends

Currently the group records a provision for dividends when they are declared determined or publicly recommended on or
before reporting date. Under Australian equivalents to IFRSs these dividends will not be recognised if they are still to be

approved at reporting date and no longer at the discretion of the group, resulting in lower liabilities and lower expenses.
Financial Instruments, Recognition and Measurement Hedging

All derivatives contracts, whether used as hedging instruments or otherwise, will be carried at fair value on the group's

statement of financial position. Australian equivalents to IFRSs recognise fair value hedge accounting, cash flow hedge

accounting, and hedges of investments in foreign operations. Faif valu¢ and cash flow hedge accounting can only be

“cotisidered where effectiveness tests are met.
Ineffectiveness outside the prescribed range precludes the use of hedge accounting and can result in significanc volatility in

the statements of financial performance.

The hedging rules will impact the way the group accounts for hedges of its funding and for hedges of its statement of
financial position. This will result in new assets and liabilities being recognised, increased volatility in. future earnings

and will have an initial impact on opening retained earnings ac 1 January 2004.
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RSOSSN Ffdh AD0 15 A S0 SR ST IS S KPR P e o H
( . CONSOLIDATED | THE COMPANY ¢ -
1 . 2004 2005 | 2004 |, 2003
] I
. 2. REVENUE FROM ORDINARY
ACTIVITIES
I Revenue from operating activities : B
Sales revenue 5,822,982 - 8,858,413 5,218,743 = 8,803,892 .
} ’ Interest received other parties : 156,262 194,150 142,558 = 181,197
> Net foreign exchange gain/(loss) : » S
from operating activities S 790,084 ¢ 702,735 ¢ 831,960 - 800,779 i
Other revenues 19,391 4,294 - 15 T

6,788,719 9,759,592 6,193,261 9,785,883 , . !

Revenue from outside operating activities

Property rental 48,804 55,192 - -
: e } o 48,804 55,192 - -
Total revenue : . 6,837,523 9,814,784 ~ 6,193,261 ~ 79,785,883 SR

3. PROFIT FROM ORDINARY ACTIVITIES
BEFORE INCOME TAX EXPENSES
The operating result before income tax has
been determined after charging/(crediting)
the following items:

- Interest paid - -other corporations 29 124 29 124
Administration expenses from ordinary
activities ‘ : ‘
Operating lease rental costs ' ' © 46,508 - 56,732 - 27461 - 38,797.. L

Movements in provisions
Depreciation property, plant and 28,356 . 26,914 7,228 7,179
equipment

Other expenses from ordinary activities

Movements in provisions
Amortisation of goodwill on acquisition

of minority interest : - 247,777 - oo

Increase in tax related expenses 177,442 - - T

Provision for employee entidements _ 19,727 4,542 16,061 1,700
Foreign currency translation (gain)/loss 185,617 177,391 - -
Write -down in oyster inventory value 541,032 - - ‘ -
Loss/(profit) on disposal of fixed assets (20) 34,461 - -
Significant revenues and expenses
Provision for write - down in loan to - - 2,576,296 -
subsidiary

923,798 464,171 2,592,357 1,700
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} ““‘f e i e == ~CONSOLIDAT ED "””LW*THE COMPANY
| 2004 [ 2003 2004 2003
] | $ [ $ $ $
4. INCOME TAX
a} Income Tax Expense
Prima facie tax expense caqulated at 30%
on the profit from ordinary activities (411,903) 582,393  (889,752) 817,261
Tax effect of permanent differences:
Non deductible expenses 963 16,436 963 1,061
Other Assessable Income 778 - 778 -
Permanent Differences (Indonesia) 43,144 - - -
Non-Deductible Expenses (Indonesian
Tax Audir) 53,233 - - -
Restatement of closing trading stock 91,697 145,014 - -
Amortisation of goodwill - 74,333 - -
Provision for Investment in Subsidiary - S 772,888 -
Foreign currency movements (232,963) (985,962) - -
Inventory valuation adjustment 68,308 3,839 - -
Current year losses not brought to account 251,672 860,433 - -
Income tax under/ -
i prior years 232,017 90 (2,080) 90 -
Income tax attributable to operating result 96,946 696,576 (117,203) 818,412
Income tax expense attributable to profit
from ordinary activities is made up of
movements in:
Current income tax provision 230,480 817,333 - 817.333
Deferred income tax provision (2,421) 406 (5,674)° 5,786
Future income tax benefit (132,650) (121,253)  (109,449) (4,797)
Income tax under/(over) provided in prior years 1,537 90 (2,080) 90
' 96,946 696,576  (117,203) 818,412
b} Current Tax Liability
_____________ __.. . Provision for current.income tax - : B T
Balance at begmnmg of year (424,840) 1,720,422 (127,954) 1,312,646
Income rax pald (410,894) (2,983,755) (230,847) (2,261,540)
Current year income tax provision 230,480 817,333 - 817,333
Foreign Currency Movements - 17,553 - -
Under/(over) provision in prior years 7,979 3,607 7,979 3,607
Transfer to current tax receivable 827,755 424,840 350,822 127,954
230,480 - - -
¢} Deferred Tax Liability
Provision for deferred income rax at the .
" applicable rate of 30% (112) (406) (112) (5,786)
d) Deferred Tax Asset
The future income tax benefit is made up of the
following estimated tax benefits:
Tax Losses 114,555 - 114,555 -
Timing Differences 125,364 150,568 36,466 34,107
239,919 150,568 151,021 34,107
i ; T
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-+ 4. INCOME TAX (Cont.)

... _Future income tax benefits not taken to account

__ The potential benefits of which will be realised— -
only if the conditions occur for deductibility (set
e out-in-Note- 1:12) -are-as-follows: ... ... e - T s e
—Revenue Tosses not-brought-t0-acCouRt - — e e 939,444 551,856 L T e s

- Capital losses (prior years) - 924,638 924,638 64,205 64,205

For deééiﬁs of the frankmg account, :Véfér to Note 16, L , V , ‘

| S P T CONSOUIDATED
2004 2003 |

cents | cents i

5. EARNINGS PER SHARE

Basic earnings per share (cents per share) (1.67) 1.42
Diluted earnings per share (cents per share) (1.67) 1.42

2004 | 2003
$ $

T

vﬂEAmihgs Reconciliation
Net profit used for basic earnings . (1,469,956) 1,244,733

After tax effect of dilutive securities

At D}luted earningS""‘ e e e g 0 e e e e = e ) (L469;956) 1’244’733

S Weighted average number of ordinary shares qggif_é{lding during the year used for calculation
of basic earnings per share e ST . 87,810,254 --87,810,254 .. ...

Weighted average number of potential ordinary shares ousstanding during the year used for -
calculation of diluted earnings per share 87,810,254 87,810,254

Diluted earnings per share is calculated after taking into consideration all options and convertible notes on issue that
remain unconverted at 31 December as potential ordinary shares.
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The details of the SGARAs that are held by the economic entity as at year end are as follows: -

| CONSOLIDATED |  THECOMPANY |
2004 2003 1 2004 To2003
8 s | s s
. CASH ASSETS ‘
Cash at bank 1,908,996 1,533,897 1,359,148 1,401,803 -
‘Deposit s at Call 1,300,000 2,768,021 1,300,000 2,768,021
3,208,996 . 4,301,918 - 2,650,148 - 4,169,824
. RECEIVABLES
CURRENT (
Trade debtors 764,916 639,759 705,059 565,151 -
Income tax receivable 827,755 126,845 350,823 126,845
Sundry debtors & prepayments 341,689 486,426 130,231 63,836
1,934,360 1,253,030 1,186,113 757,832
NON CURRENT '
Amount receivable from controlled entities - - 19,160,886 16,541,692 -
Provision for loss on loans - - (4,181,141)  (1,604,848) .
- - 14,979,745 14,936,844
. INVENTORIES
CURRENT
Pearls 1,193,728 3,333,948  10248,009 3,027,284
Jewellery 7,939 - - -
1,201,667 3,333,948 1,248,009 3,027,284
NON CURRENT
Nuclei 151,911 121,836 - -
Other 88,337 - - -
240,248 121,836 - -
TOTAL INVENTORY 1,441,915 3,455,784 1,248,009 3,027,284
SELF - GENERATING AND
REGENERATING ASSETS (SGARAs)
CURRENT
Oysters 2,583,417 2,165,998 - -
NON CURRENT
Opysters 9,090,275 8,406,627 - -
Total SGARAs 11,673,692 10,572,625 - -
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j 2005
| | }
9. SGARAs ( Cont.)
Nature of SGARAs Oystc'rs-'(Pincmda mdsima)
Held within the economic entities operations: .
Juvenile oysters which are nor nucleated 749,889 672,721
Nucleated oysters 385,578 224,839
Other oysters used for broodstock, saibo tissue and research 3,006 8,348
Economic entities share held within joint operations:
Juvenile oysters which are not nucleated - 24,747
Nucleated oysters 97,628 77,941
A 1.236,101 1,008,596
Change increment in net market value during the financial year. $nil $nil
it : CIETITCONSOEIDATED - - THE COMPANY )
; e e ek —~ ey =
. o-2004 L2003 . 2004 2003
= $ $— $ . —
- 10, INVESTMENTS
Controlled entities .
- tnlisted shares (see Note' 27) - - . 2,750,004 2,750,004
Provision for diminution in value - - (2,750,004)  (2,750,004)
11. PROPERTY, PLANT AND EQUIPMENT
(a) General
Plant and equipment ‘
- at cost 100,475 77,393 100,475 77,393
- accumulated depreciation (69,950) C(62,721) {69,950y . (62,721) ‘
' ’ 30,525 14,672 . 30,525 14,672 -
(b) Pearling project ' : L
Leasehold land and buildings
- at cost 1,283,492 1,236,544 - -
- - accumulated-depreciation - — - . . oo (437,975) _ _(361,430) - e
845,517 875,114 - - o
Plant and equxpment vessels, vehlcles : ‘
T e —— e e (5,862,873 6,097,114 T e T
- accumulated depreciation (5,050,778)  (4,528,686) - -
1,812,095 1,568,428 - -
Total pearling project 2,657,612 2,443,542 - -
2,688,137 2,458,214 30,525 14,672

Total property, plant and equipment

Included in Pearlmg Pro;ect leasebold land and buildings is $278 920.(2003 - $414,223), being construction in progress at cost.

t
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o g £ <% e . e s e £ o e TR g e e

CONSOLIDATED | THE COMPANY
; 2004 | 2003 2004 | 2003
: ‘ $ 8 ‘ $
Reconciliations of the carrying amount for each class
of property, plant and equipment are set out below:
(a) General
Carrying amount at beginning of the year 14,672 12,087 14,672 12,087
Additions 23,081 9,763 23,081 9,763
Depreciation (7,228) (7,178) (7,228)  (7.178)
Carrying amount at end of the year 30,525 14,672 30,525 14,672
(b) Pearling project
Leasehold land and buildings
Carrying amount at beginning of the year 875,114 624,344 - -
Additions 46,948 329,278 - -
; - e -..Depreciation.- - (76,545) ~ ~ (78,508)" - e
e Carrying ampunt atendof theyear 845517 87501k —S——
777 Plantand equipimient, vessels, vehicles T I e
- M Carrying amount at beginning of the year 1,568,428 1,558,504 - -
Additions 708,610 780,677 - -
Disposals (1,870) {150,311) - -
Depreciation (463,073) (620,442) - -
Carrying amount at end of the year 1,812,095 .« 1,568,428 - -

Depreciation of property, plant and equipment shown at Note 3 represents the proportion of the depreciation expense which
is represented as an administration cost. The balance of the depreciation provision shown above is capitalised to oyster

inventories,

12. PAYABLES
CURRENT

Trade creditors

Other creditors

13. PROVISIONS

CURRENT
Employee entitdements

Number of employee

129,867

48,568

332,361 306,517
688,008 637,113 44,436 132,761
1,020,369 766,980 350,953 181,329
104,212 122,946 71,648 72,963
12 12 5 5

Employee entitlements relate to holiday pay accrual for all employees of Atlas Pacific Ltd and all expatriate employees of PT
CendanaIndopearls. There are no material accruals in relarion to the 432 (2003 298) Indonesian employees of PT Cendana

Indopearls.

| :
‘ Page 40 FINANCIAL STATEMENTS

!

Atlas Pacific Limited Annual Report 2004



D FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2004

" CONSOLIDATED '~

“THE COMPANY

! § 2004 2005 2004 2003
14, CONTRIBUTED EQUITY.. B} - R
. Issued-and paid - up capital 87,810,254 _ .. [ RO
ordinary shares (2003: 87,810,254 ordinary shares) 18,849,092 18,849,092 18,849,092 18,849,092 (
- Reconciliation of Contributed Equity :
Balance at beginning of year 18,849,092 18,849,092 18,849,092 18,849,092
Shares issued - - - -
Balance at end of year 18,849,092 18,849,092 18,849,092 18,849,092 .

Holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per share
atshareholders' meetings. In the event of winding up of the Company, ordinary shareholders rank after all other shareholders
(where applicable) and creditors and are fully entitled to any proceeds of liquidation.

15. RETAINED PROFITS. .

-~ Reconciliation 'df'Retai‘n'ed‘Eamin’gs‘“‘““‘“‘" T

Balance at beginning of year
Net profit attributable to members of the

parent entity
Dividends Paid

2,452,710 2,086,080
(1,469,956) 1,244,733

- (878,103)

i

3,831,393 2,803,705

(2,848,637) 1,905,791
- (878,103)

T " "Balance at endof year - e 982,754 —--2;452,710—~ 982,756 35831393 i
CENTS = TOTAL % -
- PER . AMOUNT . FRANKED
16. DIVIDENDS
Dividends paid and not provided for in previous years by the Company are:
2004 . . .7. . G e X .
Nil - - _
2003
Paid 30 April 2003 1.0 878,103 100%
2004 2003
$ $
Dividend Franking Account ‘
) fr»ar}_kipg‘cmrvc;c_“li;s”available to shareholders of the Company for subsequent financial years 2,572,711 2,692,687 '

17. OPTIONS .

There were no options that were issued or exercised during the financial years relating to this report. There are no optionson

- issué byfﬁeCémpany asatthe ,dartvte‘i)"wf:th‘iqs;\‘r_cpoft‘gr any time during the period covered under this report. -
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| . - T 2004 [ 2003 |

‘ $ $ i
18. COMMITMENTS
The Company has commitments in relation to the rental of its current office premises.
The commitments for lease payments contracted for but not provided for are as follows:
Less than one year ' 18,270 -
Longer than one year, but less than 5 years 28,366 -
| 46,636 i

19. CONTINGENT LIABILITIES

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

20. NOTES TO THE STATEMENT OF CASH FLOWS
20.1 Reconciliation of cash

For the purposes of the statement of cash flows, cash includes cash on hand and in banks, and investments in money
market instruments, net of outstanding 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 |  THECOMPANY

| N | 2004 | 2003 2004 | 2003 |

| \ $ | $ | $ | $ ?
Cash at bank (Note 6) 1,908,996 1,533,897 1,359,148 1,401,803
Deposits on call (Note 6) o 1,300,000 2,768,021 1,300,000 2,768,021
Cash and cash equivalents 3,208,996 4,301,918 2,659,148 4,169,824 ‘

20.2 Reconciliation of net cash from operating activities to Operating profit after income tax

Operating profit/(loss) after income tax (1,469,956) 1,244,733  (2,848,637) 1,905,791
Inventories 1,009,074 699,007 1,779,275 (110,281)
Increase/(decrease) in interest accrual 17,988 (25,055) 17,988 (25,055)
Non cash changes in debtors, prepayments and :

creditors (398,751) {914,350) (6,326) 151,585
Purchase of unprocessed pearls - - 2,986,612 5,112,721
Provision for depreciation 546,849 706,129 7,228 7,179
Provision for employee entitlements (13,458) - (2,063) (1,315) 4,169
Provision against Loans ' - - 2,576,295 -
Amortisation of goodwill - 247,776 - -
(Profit)/loss on disposal of fixed assets (20) 34,461 - -
Increase/(decrease) in taxes payable 218,446 (1,942,954) (345,457) (1,426,128)
Foreign exchange differences 185,619 199,151 - -

Net cash provided by/(used in) operating activities 95,791 246,835 4,165,663 5,619,981 -

As of the date of this report the Company has not entered into any non-cash financing or investing activities.
20.3 Creditfacilities

As at 31 December 2004, the Company had in place a trade 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.
!

| ;
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R 2r DIRECTORS AND EXECUTIVES ..... REMUNERATION - S

S The ‘iames- and posmons s held of parent entity ] Dlrectors and specxhed executives in rofficeatanyt time: durmg the ﬁnanc—;al yeaz e

 Parent Endirty Directors: - - T R
MrSj“Arrow« R Dxrector ‘Nom-Executive . oo o memm —
N - o U 'On—Execunve(remed 28 ]ul} 200 e e e e e
MsI M. Murchison " Director- Non-Executive o e e e e e e e e
Mt G.R.W Snow Chairman - Non-Executive k ‘ o
Dr].]J.U.Taylor. Managing Director -Executive.
Specified Executives
Mr R.P. Poernomo President Director, PT Cendana Indopearls
Mr].S. Jorgensen Director, PT Cendana Indopearls
Parent Entity Directors' Remuneration
b ‘ E— — R
@. | Primary | b o
- - ‘S“Pei"m’mhl"‘“;‘m mploymemt t, : E{lm?r x , 0 ther 1 Total ,
T \ — | Contribution .- A ‘ A l e
2004  MrS.J. Arrow . 30,000 2,700’§ 5 -] . 32,700 )
Mr W.E 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
Dr J.J.U. Taylor ’ 214,227 | 21,687 65,026 300,940
L 337977 32,824/ - 65,026, 435827

2003 MrSJ. Amow 30,000 - 2,700 . - - 32,700 .
“ Mr W.E James 60,000 -~ -~ - 4,219 - - - 64,219
Mr IL.M. Murchison - - - - - -
Mr G.R.W Snow 33,750 3,038 - - - 36,788
DrJJ.U. Taylor 241,084 21,388 - 262,472

e 36,4834 - 31,345 R 396,179

Spec1ﬁed Execunves Remuneration ‘
i frm e e e AT “" g e e ; . - ,i

Post

| Equity | Othe | Towl

: i i

2004 M;S.CB.Adams 105,000 | i 114450
M J.S. Jorgensen 160,306 - - -1 160,306 ,.*w,._
L Mr R.P. Poernomo i 19,961 | - - - -1 19,961 .
N s 285,267 | 9,450z ST 294717

O R S A 05265 _.‘.m7-692 e .‘>‘Aff1§.lﬁ9..‘55”.::: .
e NMMAMTAJ___S:..]Orgensen e 149,286 - . - - i 149.286

e U MERP Poernomio T o 12 500~ o m T 463 33,963
e 07, 049 ST 692 e e T 21,463, ... 296,204
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21. DIRECTORS' AND EXECUTIVES' REMUNERATION (Cont.)
Shareholdings
Number of Shares held by Parent Entity Directors and Speaﬁed Executlves

)
i

E. - | - Balance 171/04 _ . NetChange” . Balance 31/12/04.. - ...
- Larent Entity Directors ST s T
o MeSpAmow. o agsmame T igsEos
MsWE- ]ames e e e T o . -
Mr .M. Murchison. . . . . 650;000 - ' - C 650,000
Mr G.R.W Snow : 14,025,744 - 14,025,744
Dr].J.U. Taylor 65,000 - 65,000
Specified Executives
Mr S.C.B. Adams - - -
Mr ].S. Jorgensen ‘ 36,034 - 36,034
Mr R.P. Poernomo 1,265,000 - 1,265,000
17,994,712 - 17,994,712

There are no options held by Directors or Specified Executives of the Company. There are no Directors or Specified Executives

who have received any remuneration in the form of securities of any sort issued by the Company in the last two financial years.

The Company's policy 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 executive Directors, is based on a’nux_nber of factors, including
length of service, particular experience of the individual concerned and overall performance of the company. The contracts for
* service between the Company and specified Directors and executives, with the exception of the Managing Director Dr. Joseph
Taylor whose contract expires in December 2007, are on a continuing basis the terms of which are not expected to change in the
immediate future. Upon retirement specified Directors and executives are paid employee benefit entitlements accrued to date of

retirement.
22. RELATED PARTY TRANSACTIONS
Details of Directors' remuneration are set outin note 21.
DIRECTORSTRANSACTIONS WITHTHE COMPANY ORITS CONTROLLED ENTITIES

Mr R.P. Poernomo, the President Director of the Indonesian subsidiary PT Cendana Indopearls, received a fee on normal
commercial terms of the equivalent ro $57,188 (2003 - $47,255) for prov1dmg office facilities and administration services for '

the Company's Indonesian subsldxarv in Jakarta, Indonesia.
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7 FORTHE YEAR ENDED 31 DECEMBER 2004

The Corﬁpanyﬁad‘an ég;eemént with Arrow Pearling Co Py Ltd, a company of which Mr'S'] TAT’F&W“i‘s‘M’an'agin'g‘Bircctor-:md—m—fm-«;——

fnéjdr shareholder, to sub—leaiéeiofﬁc‘es‘pacé on commeéicial terms. Rentof $18,072 {2003 - $36,430) was paid during the year.

- Therental arrangementswithAIEOVSLPCaIIing,CQ PryLid ceased on 30 June2004. '

The Company also’ has a c‘O“ﬁ‘s‘ultancy agreemcnt with-Arrow-Rearling-Co Pry.Lidunderwhich staff of the economicentityhave

'been tramed as pearl operatlon techn1c1ans at the Indonestan pearl farm. During the jear, $189,030.(2003 - $177 5606) was
payable to Arrow Pearling Co-Pry Ltd as consulting fees. This agreement was entc;red into prior to Mr Arrow becommg a

Director of the Company. Itwasentered into on commercial terms and expires in March 2009.

During the year, an employment contract was entered into between the Company and Claire Taylor, the wife of the Managing
Director, Joseph Taylor, on commercial terms. Under thlS contract, Mrs Taylor received remuneration of $48,556 for her

setvices in establishing further markets for the Company's by-product material.

During the year, sales of individual pearls of small quantities were made to some staff and Directors on normal commercial

termss

TRAN SACTIO\IS WITH NON- DIRLCTOR RELATED PARTIES :

) TheCompanypurchases pearls from its 'whqlly owned cotitrolled entity PT Cendana Indopearls. These transactions are in the .

normal course of business. . R . » B

T CONSOLIDATED | THECOMPANY |

L - 2004 2003 | 2004 ’;f“”z_ﬁﬁ“éwfwf’* .
— . $ s S $ j $
23. REMUNERATION OF AUDITORS
Amounts received or due and receivable by the auditors for:
Auditing or reviewing financial statements
 Auditor of the Company < o o 42594 175138 17747513
Orber auditons e e e ) B
e 2954 - 30289 V7732 718
Other Services . R = - U
-  Audiors of the Company " - o 8,921 23,377 8,921 23,377 .
Other auditors 48,016 T3ITA2 T 27790 TTUTI8197
56,937 55,109 36,711 48,574
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NOTES TO AND FORMING. PART OF-THE -FINANCI_AL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2004

24. SEGMENT REPORTING

(a) Business Segment {Primary Reporting)

The economic entity operates predominantly in the pearling industry in the geographic regions of Australia and

Indonesia. Unallocated items represent amounts that do not directly relate to the pearling activities.

(b) Geographical Segment (Secondary Reporting)

Indonesia

PO .2 S

. Australia | Eliminations |

Toral

Revenue
External segment revenue 669,459 5,218,743 - 5,888,202
Inter-segment revenue 3,534,025 - (3,534,025) -
Total segment revenue 4,023,484 5,218,743 (3,534,025) 5,888,202
Other unallocated revenue (1,656,595) 974,518 1,631,398 949,321
Total revenue 6,837,523
Result
Segment result 314,931 (300,917) {853,068) {839,054)
Unallocated corporate expenses (1,954,477) (2,665,335) 4,085,856 (533,956) ; o
Profir from ordinary-activities before incorie tax’ L . -{1,373,010)——-~--
Income tax expense ‘ (96,946) -
Net profit ' (1,469,956)

" Depreciation and -amortisation 21,128 7,228 - 28,356
Other non-eash expenses 3,666 16,061 - 19,727
Assets '
Segment assets 15,416,636 1,898,788 - 17,315,424
Unallocated corporate assets 549,848 = 3,321,747 - 3,871,595 “
Consolidated total assets 15,966,484 5,220,535 - 21,187,019
Liabilities
Segment liabilities 874,227 350,953 - 1,225,180
Unallocated corporate liabilities 58,233 71,760 - 129,993
Consolidﬁtéd toutva{liabilitvi_ges~ 932,460 - 422,713 - 71,355,173 T
Acquisitions of non-current assets (Property,
Plant & Equipment) 755,558 ) 755,558
Unallocated acquisitions of non-current assets 23,083 23,083

778,641
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2004

! S - -1 Indonesia *A.;;t;;lla | Eliminations 0 Total |
s P e B e e e I T
Revenue - ‘
External segment revenue ‘ 54,521 8,803,892 - 8,858,413
Inter-segment revenue , : .. 5,875,549 - (5,875,549) -
_ Total segment revenue . 5,930,070 _ 8803892  (5875549) 8,858,413 .
Other unallocated revenue 956,371 . . .
“ Total revenite = : | 9,814,784
7 Result . -
Segment result | 233950 3002940  (483,381) 2,753,509 .
»vanallocated corpbrare expensesnr_ _ B (812,200) ~: - -~
Profit from ordinary activities before income tax T m B
Income tax expense (696,576)
Net profit 1,244,733
Depreciation and amortisation 946,726 ~ . 7,179 - 953,905
Other non-cash expenses . 2,842 1,700 - 4,542
e e ASSELS : SRR - —
S "_Segment assets IR . . 13,688,492 __3 843, 809 - Wl%,S?EEO—IWFV
Unallocated corporate assets L e 248,550 4,411,283 - 4,659,833 I
- Consolidated totalassets - o 13,937,042 .- 8,255,092 - 22,192,134
Liabilities
Segment liabilities 623,083 181,328 - 804,411
Unallocated corporate liabilities 7,171 78,750 - 85,921
- Consolidated total liabilities ’ 630,254 260,078 - 890,332
Acquisitions of non-current assets (Property, 1,109,955 1,109,955
Plant & Equipment)-
Unallocated acquisitions of non-current assets ‘ 9,763 9,763
1,119,718
e 25— ECONOMIC: DEPENDENCY e e

The Company's peatls are sold by pri\fate treaty sales through a distribution arrangement with Pearlautore International Pty Led

Cin Sydney Pea_rls are. sold toa number of wholcsalc customers w1th a w1de geograph1c spread

: o o ! |
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2004

f ’ I
| {

ﬁ Book value of Company's }

1
| |
26. CONTROLLED ENTITIES | Percentage | Percentage | ppooe inyestment |
f owned ’ owned || incorporation | 2004 | igbj
i < 2004 2003 | o AP
| | 11, s s
Sharcon Pty Lud 100% 100% Australia - -
Tansim Pty Led 100% 100% Australia - -
PT. Cendana Indopearls 100% 100% Indonesia - -

The ultimate parententity, Atlas Pacific Limired, is incorporated in Australia.
27. POST BALANCE DATE EVENTS

There have been no signiﬁcéﬁt post balance date events.
28. AMOUNTS PAYABLE/RECEIVABLE IN FOREIGN CURRENCIES

The Australian dollar equivalents of unhedged amounts payable or receivable in foreign currencies, calculated at year end

exchange rates, are as follows:

i ]
. THECOMPANY |

| 2004 | 2003
| $ $
Amount receivable: k
Indonesian Rupiah 75,543 298,712
Japanese Yen 537,846 537,594
US Dollars 6,696 -
: 620,085 836,306
e A_[nounts Payable:. N B . wim e e e U . . pr— 1 ot o s
- . _ .- Indonesian Rupiah =~~~ - 7 : R . (945,232) ‘(1 106 923)

29. ADDITIONAL FINANCIAL INSTRUMENTS DISCLOSURE
(@) Net fair value of financial assets and liabilities

The net fair value of cash, cash equivalents and no-interest bearing monetary financial assets and liabilities approximates

their carrying value.
(b) Interestraterisk

The economic entity's exposure to interest rate risk and the effective weighted average interest rate for each class of
financial asset and financial liability is set out below. Exposures arise predominantly from assets and liabilities bearing

variable interest rates as the economic entity intends to hold fixed rate assets and liabilities to marurity.
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'NOTES TO AND FORMING“FART""’OF‘ ﬂE“'FFNﬂNCIAL STATEMENTS —

FOR THE YEAR ENDED 31 DECEMBER 2004

S S

Asset/(Liabilities)

2,768,021

: ‘ _ = Floatmg ‘ leed interest ‘ Non interest ‘Total (
: i - ‘average ‘ interest ~'rite matutingin. -~ bearing - .
5 o ! interest rate | rate - 4—lyearorless. . - 1
) i i? SRARRRRAN TR ARt eI . L5
¢ 2004  Financial Assets :
Cash 6 3.05 1,886,833 1,300,000 22,163 ;1
Receivables 47 | 0.0 : -1 2174279 S
‘ 1,886,833 1,300,000 | 2,196,442 -
i
Financial Liabilities E
Payables 12 0.00 - -1 (1,250,849) | (1,250,849) [ T
Lo
| - - | (1,250,849) | (1,250,849) [
o Net Financial ! §
! Asset/(Liabilitics) 1,886,833 | 1,300,000 945,593 | 4,132,426 |
2003  Financial Assets , .
Cash 6 4.59 1,515,306 2,768,021 18,591 4,301,918
Receivables 4,7 0.00 - - 1,253,030 1,253,030
1,515,306 2,768,021 1,271,621 5,554,948
Financial Liabilities _ o
Payables 12 0.00 - - (766,980) (766,980)
- - (766,980) (766,980)
Net Financial '
1,515,306 504,641 4,787,968

| THECOMPANY. .,

2004 W
$ : $
Reconciliation of net financial assets to net assets
Net ﬁnanaal assets/ (lxablulrnéj as above. T T T 4,132,427 0 4787968
Non=financial assets & liabilities- - - - , ;
- Inventories : 1441915 3455784 .
- SGARAs 9 11,673,691 10,572,625
- Property, plant & equipment 11 2,688,137 2,458,214 °
- Tax liability/benefit (net)” 4 (112) 150,157
- Provisions 13 (104,212) (122,946)
19,831,846

Net assets per balance sheet

21,301,802

- — Arioc P)mhc T ymtted iinnual Reoorr 2004
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 31 DECEMBER 2004

{0)

Fbreign Exchange Risk’

The consolidated entity has entered into foreign exchange contracts to hedge certain anticipated sale commitments

denominated in foreign currencies, particularly Japanese Yen. The terms of these commitments are not more than 6 months.

The consolidated entity’s policy is to enter into forward foreign exchange contracts to hedge a proportion of foreign currency

sales expected in the future. The amount of anticipated future sales is forecast in light of current conditions in foreign markets -

and experience in the pearling industry.

The following table sets-out the gross value to be received under forelgn clirrency contracts, the weighted average

contracted exchange rates and the sertlement perlods of outstandmg contracts for the consohdated entity.

ey iy bt s s o e = i

{

2004 2003 - 2004 2003
| Weighted  Average Rate AUD - AUD
Sell Japanese Yen » o o ‘ .
Not later than one year 73.50 70.13 3,384,800 7,310,601

One to two years o o - 7081 - -500,000- - -

These forward exchange contracts are hedging anticipated sales that are due within 6 months. Any unrealised gains and losses
on the hedging contracts, together with the costs of the contracts, will be recognised in the financial statements at the time the
underlying transaction occurs. The gross unrecognised gains and losses on hedges of anticipated foreign currency sales for the

consolidated enticy are as follows:

2004 2003

z . SR e Tt Gains ; Losses - % Gains | Losses o

; AUD | AUD | AUD | AUD |
Not later than one year 289 911 - 922,729 -
One to two years - 58,891 -

(d) CreditRisk Exposure

The credit risk on financial assets of the economic entity which have been recognised on the balance sheet, other than
investments in shares, is the carrying amount, net of any provision for doubtful debts. The consolidated entity minimises
concentration of credit risk by undertaking transactions with a large number of customers and counterparties in various

countries. The Company carries insurance against default of its debtors up to $2 million.

Credit risk on off-balance sheet derivative contraces is minimised as counterparties are recognised financial intermediaries

with acceptable credit ratings determined by a recognised rating agency.
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' DECLARATION BY DIRECTORS

D 1T T Attt

DIRECTORS

In the opinion of the Directors:
-{a) - -thefinancial statements set out on pages 23.to 50:

(i) give a true and fair view-of the consolidated economic entity's financial -
position as at 31 December 2004 and the performance as represented by the
results of its operations and its cash flows for the year ended on that date; and

(i) are in accordance with the Corporations Act 2001 and comply with
Accounting Standards and the Corporations Regulations 2001, and other
mandatory professional reporting requirements; and

{(b) at the date of this declaration there are reasonable grounds to believe that the
Company will beable to pay its debts as and when they become due and payable.

---Signed-in accordance-with-a-resolution-ofthe DIFRELOES e wovii it it

G.R.W. Snow

Chairman

Perth, Western Australia.
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Tel: (61-8) 9360 4200

Fax: (61-8) 9481 2524
Email: bdo@bdowa.com.au
www.bdo.com.au

Chartered Accountants Level 8, 256 St George's Terrace Perth WA 6000
B D O ’ & Advisers PO Box 7426 Cloisters Square Perth WA 6850

INDEPENDENT AUDIT REPORT TO THE MEMBERS OF
ATLAS PACIFIC LIMITED

Scope
The Financial Report and Directors’Responsibility

The financial report comprises the statement of financial position, statement of financial performance, statement of cash flows,
accompanying notes to the financial statements, and the directors’ declaration for both Atlas Pacific Limited (the company) and the
consolidated entity, for the year ended 31 December 2004. The consolidated entity comprises both the company and the entities it
controlled during that year. 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 responsibility 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.

AuditApproach

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 auditis 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 guarantee 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 our understanding of the company’s and the consolidated 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 basis of these procedures, which included:
* examining, on a test basis, information to provide evidence supporting the amounts and disciosures in the financial fepon, 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 effectiveness of management’s internal controls over financial reporting when determining the nature and
extent of our procedures, our audit was not designed to provide assurance on internal controls.

Independence

In conducting our review, we followed applicable independence requirements of Australian professional ethical pronouncements
and the Corporations Act 2001. We have given to the director’s of the company, a written Auditor’s Independence Declaration.

Audit Opinion
in our opinion,the financial report of Atlas Pacific Limited is in accordance with:
(a) the Corporati‘onsAct 2001, including:
(i) giving a true and fair view of the company’s and consolidated entity's financial position as at 31 December 2004 and of its
performance for the year ended on that date; and
(i) complying with Accounting Standards in Australia and the Corporations Regulations 2001; and

(b)‘other mandatory financial reporting requirements in Australia.

BDO
Chartered Accountants

Sherif Andrawes
Partner

Date: 10 March 2005
Perth, Western Australia

4 150 9001
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Endorsed ttondars
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Level 8, 256 St George’s Terrace Perth WA 6000
PO Box 7426 Cloisters Square Perth WA 6850
Tel: (61-8) 9360 4200

Fax: (61-8) 9481 2524

Email: bdo@bdowa.com.au

www.bdo.com.au

Chartered Accountants
& Advisers

SA:PAM:BP:00645

10 March 2005

The Directors

Atlas Pacific Lid

43 York Street .
SUBIACO WA 6008

Dear Sirs

DECLARATION OF INDEPENDENCE BY BDO CHARTERED ACCOUNTANTS TO
THE DIRECTORS OF ATLAS PACIFIC LTD

To the best of my knowledge and belief, there have been: ‘
- no contraventions of the auditor independence requirements of this Act in relation to
the review; and
- no contraventions of any applicable code of professional conduct in relation to this

review.

Yours faithfully
BDO
Chartered Accountants & Advisers

-

Sherif Andrawes
Partner

= 4 150 pu01
Quatity uc stazos
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SHAREHOLDER INFORMATION

SHAREHOLDER
INFORMATION

Additional information required by the Australian Stock Exchange Limited Listing Rules and not disclosed elsewhere in this reportis set
outbelow.
Shareholdings (as at 28 February 2005) -

Substantial shareholders

The number of shares held by substantial shareholders and their associates aresetoutbelow:

I I [ i H
[ : . . Percentageof |
| Shareholder | - Ordinary sharés {  Capital Held |
Dampier Investment Group * 14,025,744 15.97%
. " Includes Dampier Investments Pry Lid and Tempest Pry Ted--— oo o oo
Voting rights
Ordinary shares
Refer to note 14
Distribution of shareholders - Ordinary Shares
Category Number of holders ;
1 - 1,000 . : ‘ 137
1,001 - 5000 0 . e 731
22001 - 10,000 e e 538
10,001 - 100,000 » . 957
- 100,001 and over-- ~ - -~ e i 102~ 7 ¢
7 v ' 2,465
Number holdings less than a marketable parcel ; ) 361
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, SHAREHOLDER INFORMATION

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

Twenty largest shareholders -

| Nnmheg;gﬁmghnarym i Pércent age of o
- = it
" Dampier Investiénts: Pty ‘L"t'd"f&" 13 425 744 15.29
ANZ Nominees Lid. | 711
C&BCarr 2.28
. Asrow Pearl Co Pty Ld 2.28
... Dotran Pty Ltd 1.99
. RP Poernomo ‘ R SEAEE 1.44
et Pearlautore International Pty“Ltd“"" CHRE S 1 107 669“._““___*_ 1.26...
 Citicorp Nominiees Pry Lid -1.20
Capltal Property- Fmance Pty Ltd 1.16
]R&TCStuart ‘ 1.15
DG Wﬂhams . 0.85
Nobel Invcstments Pty Led - 0.77
Tamariki Holdings Py Ltd : 0.75
Tenalga Pty Led S 0.74
ERM Investments Pry Ltd 0.68
 Ternpest PryLid - 0.68
- L'Nicholls~ -~ - 0.83-
C T Brentsuper Pry Lrd T --0.59
s "**“'“] S Rhioding At - - 0.58- .
- ,4%,‘thslde Pry. Ltd R “'"450 000“ | < I
136,794, 710 41.90 o
" Total numberof shiares onissge T T 37 810 254
Other mformatmn
Atlas Pacnﬁc lented mcorporated and dom1c1led in- Austraha, isa pubhc company hsted on the Austrahan Stock
B Exchange a.nd the NasdaqStockExchange e e - . o

Atlas 1acxﬁc Lzmned L\rmuai Repol ?(}04
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