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AUSTRALIS AQUACULTURE LIMITED
REVIEW OF OPERATIONS

Dear Shareholder,

Om behalf of the directors and employees of Anstraiis { am pleased to report on the strong progress made during our
first year as a listed company.

Shareholder wealth has increased substantially, with the initial 25 cent share finishing the year at 65 cents -- a 160%
increase. Additional funds raised strengthened our balance sheet and will provide capital to expand production and fully
develop the Australis brand.

[naugural sales of $1.6 million (including the creation of self-generating inventory valued at $1.2 million) provide clear
evidence of the success of the Australis patented production process. It was just one year ago, in September 2004, that
continuous commercial quantities of fingerlings began to enter the plant. It is a testament to the dedication of our staff
that major upgrades were completed in accordance with time and budget forecasts.

Despite the usual start-up challenges following our acquisition and upgrading of our newly acquired plant, the company
has now seen a planned increase to continuous output. Sales forecasts for the financial year 2006 is now able 1o be
budgeted ar 412,000 kgs valued at approximately $4.95 million. The year ahead is anticipated to be one of increasing
output to the maximum original plant specification and the completion of the building of further capacity to see
production increase to approxtmately 1,000,000 kilograms of Barramundi valued at $12 million.

As the first to invest in marketing fresh Barramundi in the US, Australis has begun to build sirong brand leadership. We
have established distribution throughout much of the United States and its 290 million consumers. Asa Product of
Australia’ grown in pristine, salty water, our Barramundi enjoys a special market position. The support of our celebrity
chefs confirms the value of our sustainable production process. Potential competitors are unaware of the advantages of
growing the fish in such a way and should other Barramundi appear in the market the flavour and textare difference
should be obvious to the American market.

The Board of Australis are now focusing on continuous expansion and targeted marketing to build and meet demand
with the highest quality products.

Australis Aquaculture Limited

STEWART GRAHAM
Managing Director




AUSTRALIS AQUACULTURE LIMITED
DIRECTORS’ REPORT

The Directors present their report on the accounts for the year ended 30 June 2005,
Directors

The names and details of the Company’s Directors in office during the financial year untl the date of this report are as
lollows. Directors were in oflice for this entire period unless oltherwise stated:

Names, qualifications, experience and special responsibilities

Dr Alistair Cowden B Sc.Hons (Edinburgh} PhD (London)
Chairman {Appointed 6 March 2004)

Dr Cowden has had a suceessful 11 year corporate career in the start-up, restructuring, management, growth and financing of’
emerging publicly listed mining, exploration and medical technology companies. This follows 13 years as a professional
geologist in Australia, Africa, and Europe and in academia. My Cowden is responsible for providing the board with strategic
guidance and overall management ol the board, he is a member of the audit, remuneration and nomination commitice.

He has been instrumental in the development of 6 companies, including Archaean Gold NL, which gave sixfold retumns to
investors within 2 years of listing, Maguoelic Minerals Limited which was taken over after 2 years doubling mitial investments
and Australian Cancer Technology Limited which is developing a novel cancer vaccine.

Dr Cowden is currently Chairman of Vulcan Resources Limited and Rox Resources Limited and has excellem corporate
skills and a sound (inancia) background. During the past 3 years Mr Cowden has also served as a director of the following
other listed companies;

i. Rox Resources Limited

i, Vulcan Resources Limited
ifi. Auslralian Cancer Technology Limited (resigned 14 Novemnber 2003}
1v. Deep Yellow Limited (resigned 20 August 2004)

Mr Stewart Graham Exec. MBA (UWA), MAICD CD
Managing Director

Mr Graham is 3 West Australian businessman with a wide vanety of experience which includes eightl years at the dealing
desk and management positions for a number of stockbroking firms in Western Australia. He has agsigted in and identified a
number of public companies where he took an active part in the capital raising and listing of their securities on the Australian
Stock Exchange. Prior to entering inlo stockbroking he established businesses in Australia and Nonh Ainerica which he ater
sold in 1989. Both are still operating and are significant participants of the handling of stock nuarket related information
services. Mr Graham as managing director is responsible for the strategic direction of the company in with the assistance of
Mr Joshua Goldman provides support for the sales & marketing and the operations in the USA and is a member of the audil,
rermuneration and nomination commiliee.

Mr Joshua N Goldman B.Sc.(Bio-engineering) Amherst USA
US Executive Director (Appointed 11 March 2004)

Mr. Goldman is a key pioneer of commercial indoor recirculating aguaculture in the USA and is known internationally i the
Industry. Mr. Goldman brings over 20 years of aquaculture management experience as well as considerable knowledge of
seafood marketing, Goldman received one of the first major giants to develop indoor aguaculture and has founded several
companies recognized as industry leaders. Mr. Goldman has consulled for public and private entities on four continents and
was awarded three patenis on water filtration and reuse. He has been featured in over 50 US and international media stories
including the New York Times, Business Week, and the Financial Times. Mr Geldman has served on the boards ol Mass
Ventures, URI's Marine Advisory Board, New England Fisheries Development Association, and the Institute for
Intemational Cooperation & Development. Mr Goldman is the onfy US based director and is focussed on ensuring the
aquaculture plant in the US is operating to ils optimum capacity, Mr Goldman also has respensibility for expanding the
baramundi market in the US and seeking new opportunities in North America and is a member ol the audit, remuneration
and nomination commiliee.

Mr David O'Sallivan (Dos) B.Se. (Melbourne}, B.Se.Hons (Monash), Cpag, MAAAC, MAIAS
Non Executive Director (Appoinied 1 July 2004)

Mr O’Sullivan is an aquaculiuralist and marine biologist and is recognised as a major commentator on all sectors of the
Australian aguaculture industry and is experienced in the farming of Barramundi. He has couducted his own aguaculiure
consultancy business since 1986. He is also the proprietor of National Aquaculture Training Institule which trains personnel
for the agquaculture industry. Mr O'Sullivan is responsible for management of the provision of fingerlings to the US facility
and the training of its personnel in the needs of the (ish. Mr O'Sullivan brings cousiderable technical and practical experience
to the Company. Mr O"Sullivan in addilion to his non-executive director responsibilities provides advice with respect to
(mgerling acquisitions and quality control and is a member of the audit, remuneration and nomination committee,

4




AUSTRALIS AQUACULTURE LIMITED
DIRECTORS’ REPORT

Company Secretary

Mr Gabriel Chiappini CA, BBus, GAICD

Mr Chiappini has worked in Chief Financial Officer and Company Secretarial reles in local and international environments
and has also held the position of Company Secretary with ASX listed and unlisted companies. He is currently Company
Secrelary of Clinical Cell Culture Limited and Biron Capital Limiled.

Mr Graham Anderson CA, Beom {(resigned 11 March 2005)

Mr Anderson is the principal of an accounting practice and also provides company secretarial services to ASX Hsted clienis.

Nature of Operations and Principal Activities

The principal activity of the consolidated entity during the financial year was the acquisition and development of a fish
production facility in the USA and the onguing operation of the production facility to produce commercial quantities of
Bartamundi to be sold into the US market.

Emplovees
The Consolidated entity employed 15 full time employees as a1 30 June 2005 (2004: 7 employees).
Significant Changes in the State of Affairs

On 28 July 2404 the company completed the acquisition of the US aquaculture facility at Tumers Fall, Massachusetts USA.
The plant was upgraded for Barramundi proeduction and is now operational with first significant commercial sales occurring
during March 2005.

Likely Developments and Expected Results
The consolidated entity will continue to increase production at its aquaculture facility in the USA,

Dividends

No dividends have been paid during the year and the Directors have not recommended that any dividend be paid.

Corporate Information

Australis Aquaculture Limited is a company limited by shares that is incorporated and domiciled in Australia. The Comnpany
has prepared a consolidated financial report incorporating the US based entities that it controls, Australis Aquaculture LLC
and Anstralis Aquaculture Holdings LLC both incorporated in the state of Massachusefts USA.

Operating and Financial Review

Australis Aquaculture Ltd was founded in 2004 wilh the aim of developing and commercialising an export market for
Australian bred Baramundi. Australis has now acquired an aguaculture facility at Turners Fall, Massachusetts USA and
since September 2004 has exponed commercial quantities of Barramundi fingerlings to its US aquaculture grow out facility.

The company will continue to focus on the production and the sales & marketing of Barramundi in the US market. highlights
duning the period included;

i, Sales continumg to grow strongly
ii.  Onirack 10 achieve 412 tonnes of production in FY 2006

Ml Production of $1,234,908 of fish inventory as at 30 June 2005

iv.  Acquisition of the USA’s largest indoor aguaculture facility, with patented technology
v.  Completed major upgrades {o the plant within budget whilst commencing large-scale commercial operations
vi.  Established five-year exclusive supply agreements with 3 of Australia’s largest haicheries

vii.  Launched branded sales program ereating sivong market demand and sold all fish preduced

viii.  [nitiated expansion to 1,000 lonne per annum on existing site for umover of $12,000,000 per annum.




AUSTRALIS AQUACULTURE LIMITED
DIRECTORS® REPORT

Operating Results for the Period

[n the 12 month period to 30 June 2005 the Company has invested funds in gearing the aquaculture facility for the production
of Barramundi, wilh first significant commercial sales occurring in March 2005, total sales to 3 panties tolalled $412,511,
with unrealised revenues due ta the build up in Fish stocks accounted for as Self Generating and Regenerating assets
{SGARA) 1nalling 51,250,754,

The consolidated loss for (he year after income tax was $1,485.117 (2004: Loss $726,585).

Investments for future performance

The Company has spent in excess of $750,000 on upgrading the aquacullure plant in preparation of full production which is
expected (o be at the upper end of the forecast in the 1PO prospectus number. Fingerlings are now being stecked at a rate to
support production at the upper end of the forecast in the 1PO prospectus ol 700 tonnes per annum.

The Company has announced that it is planning 1o increase production to 1,000 1onnes per annum with site works expected to
commence in October with a scoping study under way to double production further to 2,000 tonues per annum.

In addition the Company has identified oppertunities to diversify its product offering by growing fish to 1.5kyg (current grow
out size is 650 grams) with a marketing feasibility initiative w offer {illet Barramundi.

Review of Financial Condition
Capital Structure

During the period 22 million ordinary shares were issued as part of [nitial Public Offerig (1PO) placement at $0.23 per share
to raise $5.5m.

[n addition a further 6.1 million ordinary shares were issued as part of a placement at $0.60 per share to raise $3.66m

As part payment for the acquisition of the US aguacultuve plant a total of 1,930.781 ordinary shares were issued at an average
price of $¢.336 per share.

Cash from Operations
Net cash tlows used in operations increased from $0.5 million (period to 30 June 2004) to $2.6 million {12 months to 30 June
2005). This reflects the investment made by the company whilst gearing its aquaculiure facility in preparation for fid]

production.

Net cash flows used in operations is anticipated to decrease in the first half of 2006 tollowing the increase in the level of sales
with a positive cash inflow expected during the 2™ half of FY 2006

Liguidity and Funding

The Company has sufficient funds to finance its operations and to 2ke advantage of favourable business opportunities or 1o
fund unforeseen expenditure.

Risk Management

The Board is responsible for overseeiny the establishment and implementation of an elfective risk management system and
reviewing and monitoring the Company’s application of that system.

Implementation of the risk management sysiem aund day-to-day management of risk is ihe responsibility of the Managing
Director, with the assistance of senior management as required. The Managing Director is responsible for reporting directly
to the Board on all matters associaled with risk management.




AUSTRALIS AQUACULTURE LIMITED
DIRECTORS® REPORT

Matters Subsequent to the End of Financial Year

Since 30 June 2003, the followiny significant subsequent events have occurred:
*  Anmnouncement to the market on 13 September 2005 siating that sales for August had increased lo
approximately to $250,000

Other than the above the Directors are not aware of any mater or circumstance that has significanily or may significantly
affect the operations of the consolidated entity or the results of those operations, or the state of affairs of the company in
subsequent financial years.

Share Options

There were 5,470,000 unlisted options at the date of this report comprising the following:
L 5,000.000 options exercisable at $0.30 expiring 30 June 2009 issued to Divectors
ii. 470,000 options exercisable a1 $0.40 expiring 30 August 2008, issued to employees under the Australis Aquaculiure
Lid Employee Share and Option Plan

Option holders do not have any right, by virtue of the option, to participate in any share issue of the Company. No options
were exercised during the period.

Directors’ Interests in Shares and Options of the Company

The interests of the Directors in shares at the date of this report are as follows:

Fully Paid
Shares Options
Dr A Cowden 3,100,600 1,100,000
Mr S Graham 7.900,000 900,000
Mr J Goldman 2,377,983 2,000,000
Mr D O’ Sullivan 2,600,000 1,000,000

Meetings of Directors

There were 10 meetings of Directors held during the year ended 30 June 2005 that were attended by all Directors.

Number of audit committee meetings and names of attendees

Name . No. of meetings held No. of meetings attended

Alistair Cowden 2 2

SlAc»»v‘z;ﬁrGrz‘iham o ‘ 2- ............ ' !

_].;,sﬁl.,a ot \ - Lo
David -O'Sﬁl.livz-lr-l 2 1

Number of remuneration committee meetings and names of attendees

Name No. of mectings held . No. of meetings attended
Alistair Cowden 1 1
Joshua Goldnan . 1 ;. - 1
David (¥Sullivan : 1 1




AUSTRALIS AQUACULTURE LIMITED
MRECTORS' REPORT

REMUNERATION REPORT

This report outlines the remuneration arrangenents in place for directors and execulives of Australis Aquaculture Limited
{the Company).

Remuneration philosophy

The performance of the Company depends upon the quality of its directors and executives. To prosper, the Company must
attract, motivate and retain highly skilled directors and executives,

To this end, the Company embodies the following principles in its rernuneration framewaork:

¢ Provide competitive rewards to attract high calibre executives

¢ Link execulive rewards to sharcholder value

¢ Significant portion of executive remuneration is dependent upon meting pre-determined performance targets
e Establish appreprate, demnanding perfonnance hurdles it relation Lo variable executive remuneration

Remunerztion Committee

The Board of Directors via the Remuneration Committee is responsible for determining and reviewing compensation
arrangements for the Managing Director, Executive Director and the executive team. The Board will assess the
appropriateness of the nature and amount of emoluments of such oflicers on a periodic basis by reference to relevant
employment market conditions with the overall objective of ensuring maximum stakeholder benefit from the retention of a
high quality Board and executive team.

Remuneration structure

In accordance with best practice corporate governance, the struciure of nen-executive direcior and senior nanagement
remutieration is separate and distinet.

Non-executive director remuneration
Objective

The Board secks 10 se1 aggregate remuneration at 2 level which provides the Company with the ability to attract and retain
directors of the highest calibre, whilst incurring a cost which is acceptable (o shareholders.

Structure

The constitution and the ASX listing rules specify that the aggregate remuneration of non-executive directors shall be
determined from time Lo time by a general meeting.  An ameunt not exceeding the amount determined is then divided
between the directors as agreed. The lalest detenmination was at a General Meeting held by shareholders approving an
aggregate remuneration of $150,000 per year.

The amount of aggregate remuneration sought to be approved by sharcholders and the manner in which it is apportioned
amongst directors is reviewed annually. [frequired the board will seek advice from external consuliants as well as the fees
paid to non-executive directors of comparable companies when undertaking the annual review process.

Each non-exccutive director receives a fee for being a director of the Company and includes attendance at board and
comniittee meetings. Any additional services provided are charged at a daily rote agreed in advance by the Chairman.

Senior manager and executive director remuneration

Objective
The Company aims to reward executives with a level and mix of remuneration commensurate with their position and
responsibilities within the Company and so as to:

e reward executives for Company and individual performance against largets sel by reference to appropriate
benchmarks;
align the interests of executives with those of shareholders;
link reward with the strategic goals and performance of the Company: and
ensure total remuneration is competitive by market standards

8




AUSTRALIS AQUACULTURE LIMITED
DIRECTORS’ REFPORT

REMUNERATION REPORT (continued)
Structure

The Remuncration Commiltee determines the level and make-up of executive remuneration. To assisi in achieviug the
Company’s objectives the Remuneration Committee links the naure and amount of officers’ emoluments to the Company's
financial and operational performance. All executives and senior management are entitled to annual bonuses payable upon
the achievement of corporate milestones and participate in the Company’s employee share oplion plan.

Executives and senior management are entitled 10 receive options at the discretion of the board. These gptions are not
dependent on the performance of the Company or the individual as ihey are considered 1o be a long term incenlive in order to
relain key employees of the Company. The independent directors reviews the annual amounts paid 1o executive directors and
senior management, in determining the level of their remuneration the independent directors take into account the company’s
performance and achieving the company’s corporate milestones, The corporate milestones are reviewed monthly at board
meetings, in addition the board meets twice annually o review strategic goals to ensure the corporate milesiones set for
management are aligned with the company’s sharcholders goals, that is to increase the company’s value,

Fixed Remuneration
Objective

The level of fixed remuneration is set so as to provide a base level of remuneration which is both appropriate to the position
and is competitive in the market.

Structure

Fixed remuneration is reviewed annually by the Remuneration Committee and the process consists of a review of company
wide and individual performance and relevant comparative remuneration in the market.

Variable Remuneration

Variable remuneration is at the discretion of the board, no variable remuneration was paid during the (inancial year.

Company Performance

The company’s performance is reflecied in the movement in the company’s earnings per share over time, the data below
shows Ausiralis’s basic EPS since listing.

2004 2005
Earnings/(cost) Per Share ($0.059) (50.031)

Employment Contracts

The Managing Director Mr Stewart Graham and 1he US based Executive Director Mr Joshua Goldman are employed under
contract. The current employment contracts for both Mr Graham and Mr Goldman commenced on 2 August 2004 and expire
on 2 August 2007,

Under the terms of the contract Mr Graham can resign from his position and terminate his contract by way of wrilten nolice
stating that the company has breached the contract or non observation or non-performance and the failure of the company Lo
remedy the breach, non-observation or non-performance within 10 business days of the written notice. The company may
terminate Mr Graham’s contraet without providing a reason by giving 6 months written nolice or immediately upon the
payment by the company to Mr Graham of an amount ¢qual to the Remuneration for 6 months. The company may terinate
Mr Craham’s contract effective immediate by written notice if Mr Graham becomes bankrupt or insolvent, 15 found guilty of
gross misconduct, refusing or neglecting to comply with any law{ul direction or order given to him by the company which Mr
Graham afler receipt of the written notice has failed to rectify 10 the reasonable satisfaction of the company within 10
business days. Where termination with cause occurs the Managing Director is only entitled to that potion of remuneration
which is outstanding up 1o the date of termination.




AUSTRALIS AQUACULTURE LIMITED
DIRECTORS® REPORT {Continued)
REMUNERATION REPORT (continued)

Employment Contracts (Cont’d)

Under the terms of the contract Mr Goldman can resign from his position and terminate his contract by way of written notice
statinyg that the company has breached the contract or non ebservation or non-performance and the failure of the company to
remedy the breach, non-observalion or non-performance within 10 business days of the written notice. The company may
terminate Mr Goldman’s contract withoul providing a reason by giving 6 months written notice or immediately upon the
payment by the company to Mr Goldiman of an amount equal to the Remuveration for 6 months. The company may lenminate
Mr Goldman’s contract effective immediate by written notice il Mr Goldman becomes bankrupt or insolvent, is found guilty
of yross misconduct, relusing or neglecting to comply with any lawful direction or order given to him by the company which
Mr Goldman after receipt of the wrillen notice has failed to rectify to the reasonable satisfaction of the company within 10
business days. Where termination with cause occurs the Executive Director is only entitled to that potion of remuncration
which is outstanding up to the date of termination.

Directors® & Officers’ remuneration for the 12 month period ended 30 June 2005
Primary Benefits Post Employment Equity Other

Salary & Fees Other .
’ Superannuation Bonuses

Tatal

Directyes

A Cowden 47,002 - 4,238 - 51.330
S Graham 185,942 - 16,735 - 202,677
3 Goldman (i) (ii) 143,080 11,083 - 33,251 187 415
D O’ Sullivan (i1} 27.942 30,094 2,515 - 60,551
Officers

G Chiappini - 32,198 . - 32,198
G Anderson (iv) - 55,583 - - 55.583

(i) Aspart of Mr Goldman's contract he received a bonus on commencement of employment

(i1} Chher Remuneration - Mr Goldman earning consulting fees prior to his full time employment contract being completed, refer

to Note 17 (b)

(iii) Other Remuneration - Mr O’Sullivan provides consulting services associated with {ingerling acquisitions, refer 1o Note 17 (b}
(iv) Mr Anderson resigned as Company Secretary on 11 March 2005

Options

No options were issued or vested to directors or officers during the period.

Earnings per share

Earnings per share for the current period was a loss of 3.1 cemts compared to a loss of 5.9 cents per share for the previous
period. Weighted average number of ordinary shares on issue used in the calculation of basic loss and diluted loss per share is
47,215.557.

Environmental Regulation

The company’s operations are subject Lo significant gnvironmental regulations under USA laws. At the date of this report the
company s nol aware of any breach of those environmental requirements.

Indemnification and Insurance of Directors and Officers

During the financial year. the company paid a premiun to insure the Directors and Officers of the Company.
Corporate Governance

In recognising the need for the highest standards of corporate behaviour and accountability, the directors of

Australis Aquaculture Ltd suppert and have adhered to the principles of corporate governance. The Company’s
corporate governance slatement is contained in the following section of this annual report.

10




AUSTRALIS AQUACULTURE LIMITED
DIRECTORS’ REPORT
AUDITOR INDEPENDENCE AND NON-AUDIT SERVICES

The directors received the following declaration from the auditor of Australis;
Auditor’s Independence Declaration to the Directors of Australis Aquaculture Limited

In relation to our audit of the financial repon of Australis Aguaculiure Limited for the financial period ended 30 June 2005, to
the best of my knowledge and beliet, there have been no contraventions of the suditor independence requirements of the
Corporations Act 2001 or any applicable code of professional conduct.

Qm,,l—iz_?
7 74
/

V W Tidy

Partner

Perth

Date: 30 September 2605

NON-AUDIT SERVICES

The following non-audil services were provided by the entity’s auditor, Ernst & Young. The directors are satisfied that the
provision of noun-audit services is compatible with the general standard of independence for auditors imposed by the
Corporations Acl. The nalure and scope of each type of non-audit service provided means that auditor independence was not
compromised.

Ernst & Young received or are due to receive the following amounts for the provision of non-audit services:

Genceral taxation and transfer pricing advice $10.300

Stgned for and on behalf of the Directors in accordance with a resobution of the Board.

STEWART GRAHAM
Managing Director

30 September 2005




AUSTRALIS AQUACULTURE LIMITED
CORPORATE GOVERNANCE STATEMENT

STATEMENT

From the date of listing on the Australian Stock Exchange until the end of the 200472005 (inancial year (the "Reporting
Period") Anstralis Aquaculture Limited (the "Company"} has continued to operate in accordance with systems of control
and accountability which the Company adopted prior to listing as the basis for the administration of corporate governance.
This report sets out the key comporate governance practices of the Company during the Reporting Peried, providing disclosure
to the extent recommended by the ASX in accordance with its "Principles of Good Corporate Governance and Best Practice
Reconimendations (the "ASX Guidelines™.

Commensurale with the spirit of the ASX Guidetines, the Company has foliowed each of the 28 Recommendalions (o the extent
the Board considered that their implementation was practicable and likely 10 genuinely improve the Company’s internal processes
and accountability to external stakcholders. To the extent that the Company has adopted a practice that differs from the
recommendations, disclosure is made of the Company’s practice, and how that practice embiaces the ASX Principles.

Additional information about the Company's corporate governance practices, including disclosure of the various charters,
policics and procedures which {form the Company’s corporate governance framework, is sef out on the conspany’s websile at
www.australis.us

EXPLANATIONS FOR DEPARTURES FROM BEST PRACTICE RECOMMENDATIONS

As at the end of the Reporting Peried, there are few recommendations of the ASX that the Company does not follow. These
relate directly to the struciure of the Board, and are described more fully as (ollows:

1. inei Recommendation 2.
Notificotion of Departure

Principle 2
Recommendation 2.1: A majority of the Board should be independent directors
Notification of Departure

The Bourd considers two out of four directors to be independent (Alistair Cowden and David O'Sullivan).

The Board notes that Alistair Cowden and David O'Sullivan satisfy the test of independence as set out in Box 2.1 of the ASX
Principles of Good Corporate Governance and Best Praciice Recommendations, other than Mr Cowden having shareholding
in excess of 5%. This is nol considered to impede their ability to act independently on (he Board.

Explanation for Departure

Since the Company listed, its Board structure has not changed. The Board was specifically structured in a way which was
considered 10 best serve the interests of shareholders from both a long-term strategic and day-te-day operations perspective.
The Board is of the view that two oul of lour dircctors is a sufficient level ol independent representation to achieve best
praclice in corporate governance for the immediate (uture. Furthermore, mechanisms are i place to ensure (he integrity of
the financial accounts. While the audit function is carried out by the full Board, the two independent directors have direct
recourse to the external auditor without the presence of management. should this be considered necessary. The Board will
continue to monitor the effectiveness of its structure and will make any changes as are deemed desirable as the Company
cONLNUEs (o grow,




AUSTRALIS AQUACULTURE LIMITED
CORPORATE GOVERNANCE STATEMENT

Principle 2

Recommendation 2.4: The Board should establish 8 Nomination Committee

Notification of Departure:

There is no nomination sub-committee.

Explanation for Departure:

The full Board considers those matiers that would usually be the responsibility of a nomination committee. The Board
considers that no efliciencies or other benelits would be gained by establishing a separate nomination committee. The Board

has adopted a Nomination Committee Charter, which it applies when convening as the nomination committee.

Principle 4
Recommendation 4.2: The Board should establish an Audit Committee

Notification of Departure:

A separate audit committee has not been formed.

Explanation for Departure:

The (ull Board carries out the role of the audit commitice. This is considered effective in ensuring the integrity and
truthfulness of the accounts. The Board has adopted an Audit Committee Charter, which il applies when convening as the
audit committee. The Board convenes as the audit committee separate from regular meetings of the Board.

While two executives (Messrs Graham and Goldman) are Board members, neither is involved in the preparation of the
accounts. The Board relies on the funciions and capabilitics of its external audilors 1o ensure proper audit of financial

statemnents, and notes that its non-cxecutive directors are available to meet direcily with the external auditor without
management present should this be reguived.

Principle 9

Recommendation 9.2: The Board should establish a Remuneration Committee

Notification of Departure:

A separate renmuteration committee has not been {formed.

Explanation for Departure:

The Board considers that no efficiencies or other benefits would be gained by eswablishing a sepame remuneration
commitice. However, similarly to its approach to nomination-related matters, the Board has adopied a Remuneration
Committee Charter, which if applies when convening as the remuneration commitiee.

SKILLS, EXPERIENCE, EXPERTISE AND TERM OF OFFICE OF EACH NRECTOR

A profile of cach director containing the applicable information is set out in the Directors’ Report.




AUSTRALIS AQUACULTURE LIMITED
CORPORATE GOVERNANCE STATEMENT

IDENTIFICATION OF INDEPENDENT DIRECTORS

[n considering independence of direclors, the Board refers (o the crileria for independence as recommended by the ASX. To
the extent that it is necessary for the Board to consider issues of maleriality, the Board refers to the threshoids for qualitative
and quantitative materiality as adopted by the Board and contained in the Statement of Board and Management Functions,
which is disclosed in full on the Company’s website.

The independent directors of the Company are Dr Alistair Cowden and David O'Sullivan. The Board has not changed its
assessment of independence of those directors since the Company's 2004 Corporate Governance Repoit was published. That
assessment is as follows:

Dr Cowden meets all of the criteria of the ASX independence criteria, other than he is a "substaniial shareholder” of the
Company {approximately 5.5% sharcholding) within the definition ascribed by the Corporations Act. The Board considers
that Mr Cowden's sharcholding 1s not so substantial as to cause real polential for conllict between the interests of Mr Cowden
and the majority of the other shareholders of the Company {and therefore affect Mr Cowden ability to exercise unbiased
judgement). To ike contrary, the Board {in the absence of Mr Cowden) considers that he demonstrates and consistently
makes decisions and takes actions that are in the best interests of the Company and its shareholders, and therefore considers
him to be independent.

Mr O'Sullivan has a sharcholding (4.58%) below 5% and is therefore no longer a substantial shareholder in the Company.
The Board considers thal this is not so substantial as to cause potential for conflict between the interests of Mr O'Sutlivan and
the majonty of other sharcholders. Mr O'Sullivan also provides some consultancy services 1o the Company, however in the
view of the Board these have not been sufficiently material to date, either from the perspective of Mr ('Sullivan or the
Company, to impede My (Sullivan's independent judgement. The Board therefore congiders Mr O'Sullivan to be
independent,




AUSTRALIS AQUACULTURE LIMITED
CORPORATE GOVERNANCE STATEMENT

STATEMENT CONCERNING AVAILABILITY OF INDEPENDENT PROFESSIONAL ADVICE
If a director considers il necessary to obtain independent professional advice Lo properly discharge the responsibility of

histher office as a divector then, provided the director first obtains approval for incurring such expense from the Chairman,
the Company will pay the reasonable expenses associated with obtaining such advice.

AUDIT COMMITTEE MEMBERS AND MELETINGS

The full Board meets as the Audit Committee. All directors are financially literate and or possess "financial expertise”; the
details of which are more fully set out in the Directors’ Report.

NUMBER OF AUDIT COMMITTEE MEETINGS AND RAMES OF ATTENDEES

Name - No. of meetings held No. of meetings aftended
Alislair Cowden 2 : 2
s@@dq@mm e 2. R ! |
_]osh,;m(joldnmn ............. SRR ) SRR SR ..l
David O'Sullivan g 2 : 1

CONFIRMATION WHETHER PERFORMANCE EVALUATION OF THE BOARD AND ITS MEMBERS HAVE
TAKEN PLACE AND HOW CONDUCTED

During the Reporting Period an evaluation of the Board and its members was camied out.

1

NOMINATION COMMITTEE

The full Board carries out the role of the nomination committee. The full Beard mel formally once as the nomination
committee, however nomination-related discussions also occurred from time to time during the year as required.

REMUNERATION COMMITTEE

The full Board carries out the role of the remuneration comnyttee. The full Board met formally once as the remuneration
comniitee during the Reporting Period.

REMUNERATION POLICY

Details of remuneration, including the Company’s policy on remuneration, are contained in the "Remuneration Report”
which forms of part of the Directors” Report.

Given the tledgling nature of the Company's operations and ihe small number of key execulives, a detailed policy which
distinguishes between execulive and non-gxecutive remuneration has not been warrunted to date, All of (he directors receive
a fixed fee for their services, which fees are set in accordance with a shareholder-approved threshold. Remuneration of
executives is set at a level which also takes into account their executive services. Executives are also eligible to receive a
bonus, however this is discretionary and not related to the achievement of key perfermance indicators.
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Independent Audit Report to Members of Australis Aquaculture Limited

Scope

The financial report and divectors’ 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 Australis Aquaculture Limited
(the company) and the consolidated entity, for the year ended 30 June 2005. The consolidated entity comprises both
the company and the entities it controlled during that year.

The directors of the company are responsible for preparing a financial report that gives a true and fair view of the
financial pogition and performance of the company and the consolidated entity, and that complies with Accounting

0 Standards in Australia, in accordance with the Corporations Act 2001, This includes responsibility for the maintenance
of adequate accounting records and internal controls that are designed 1o prevent and detect fraud and error, and for the
accounting policies and accounting estimates inherent in the financial report,

Audit approach

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

o . 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.

We performed procedures to assess whether the substance of business transactions was accurately reflected in the
financial report. These and our other procedures did not include consideration or judgement of the appropriateness or
reasonableness of the business plans or strategies adopted by the directors and management of the company.

Independence

We are independent of the company and the consolidated entity and have met the independence requirements of
Australian professional ethical pronouncements and the Corporations Act 2001. We have given to the directors of the
company a written Auditor’'s Independence Declaration a copy of which is included in the Directors’ Report. in
addition to our audit of the financial report, we were enpaged to undertake the services disclosed in the notes to the
financial statements. The provision of these services has not impaired our independence.
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Audit opinion

In our opinion the financial report of Australis Aquaculture Limited is in accordance with:
{a) the Corporations Act 2001, including:

() giving a true and fair view of the financial position of Australis Aquaculiure Limited and the
consolidated entity at 30 June 2005 and of their performance for the year ended on that date; and

(ii) complying with Accounting Standards in Australia and the Corporations Regulations 2001; and
{b) other mandatory financial reporting requirements in Australia.

Emst & Young

/ 74/{

V W Tidy

Partner

Perth

30 Seprember 2005




AUSTRALIS AQUACULTURE LIMITED

DIRECTORS DECLARATION

[n accordance wilh a resolution of' the directors of Australis Aquaculture Limited | state that:
1. Inthe opinion of the directors:

{a) the financial statemnents and notes of the company and of the consolidated entity, are in accordance with the
Corporations Act 2001, including:

{1 giving a true and fair view of the company’s and the consolidated entity’s financial position as at 30 June
2005 and of their performance for the year ended on that date; and

{ii) complying with Accounting Standards and the Corporations Regulations 2001: and
(b} there are reasonable grounds 1o believe that the company and the consolidated entity will be able to pay their debts
as and when they become due and payable.

2. This declaration has been made aller receiving the declarations reguired to be made (o the directors in accordance wilh
section 295A of the Corporations Act 2001 for the (inancial period ending 30 June 2005,

This declaration has been made on behalf of the Board.

Dated at Perth
30 September 2005

STEWART GRAHAM
Managing Director




AUSTRALIS AQUACULTURE LIMITED
STATEMENT OF FINANCIAL PERFORMANCE
FOR THE YEAR ENDED 30 JUNE 2005

Note
Revenues from ordinary activities 2
Employee benefits expense
Depreciation and amortisation expense 3
Diminution expense
Borrowing costs expense 3

Consultants fee

Marketing cxpenses

Foreign exchange loss k)
Corporate expenses

Occupancy eapenses

Inventories, Materials and conswnables

Office expenses

Other expenses from ordinary activities

Loss from ordinary activities before related
income tax expense

Income tax attributable to operating loss 4
Net Loss attributable to members of Australis
Aquaculture Limited 13
Share issue costs

Total revenue, expenses and valuation

adjustments attributable to members of Australis
Aquaculture Limited and recognised directly in

equity.

Total changes in equity other than those resulting

from transaction with owners attributable to

members of Australis Agusculture Limited

Basic earnings per share (cents per share)

Diluted earnings per share {cemts per share)

The accompanying notes form pan of these financial statements.

CONSOLIDATED PARENT ENTITY
2005 2004 2005 2004
$ $ $ $
1,945,593 2.877 82,017 2,877
{1,033,880) (118,350) (203.751) (102,353)
{141,617) (44,044) (890) .
. . (986,465)
{43,032) - - .
(77.699) (73.744) (77.699) (73.744)
(349,185) (104,985) (152.819) (104,985)
- (170,438) - .
{308,145) (64.205) (270,804} (64,205)
(82,025) (64.461) (21,337) (31.611)
(1,127,272) . - i
{267.655) (31,901) (115,081) (31.882)
- (57.334) {4.022) (54.949)
(1.485,117) (726,585) {1,750,850) (460.852)
(1.485,117) (726.585) (1,750,850} (460.852)
(720,674) (34.440) (720,674) (34.440)
{720,674) (34.440) (720,674} (34.440)
(2.205,791) (761.025) {2.471,524) {495,292)
(3.1) (5.9) (3.7) (3.8)
(3.1) (5.9) (3.7 (3.8)




AUSTRALIS AQUACULTURE LIMITED
STATEMENT OF FINANCIAL POSITION
30 JUNE 2005

Current Assets

Cash assets

Receivables

Self-genemting and regenerating assets - fish
Other

Total Current Assets

Non Current Assets
Property, plant and equipiment
Receivables

Total Nen Current Assets
Total Assets

Current Linbilities

Payables

Interest-bearing habilities
Provisions

Total Current Linbilities

Non-Current Liabilities
Interesi-bearing liabilities
Total Liabilities

Net Assets

Equity
Contributed equity
Accumulated losses
Total Equity

Note CONSOLIDATED PARENT ENTITY

2005 2004 2005 2004

$ $ $ $
3,989,770 1,141,625 3933277 1,123,211
5 210,302 3,792 30,545 31,792
6 1,234,908 27,727 - .
7 840 113,312 - 101,276
5,435,820 1,314,456 3,963,822 1.256,279
8 3,840.917 2,990,167 3,121 .
9 - . 4,121,265 614,012
3,840.917 2.990.167 4,124,386 614.012
9,276.737 4.304,623 8,088.208 1.870,201
1 187,388 162,893 65,885 162,893
] 77.017 2,755,749 - 57,749
1 15,384 6,238 15,384 4,173
479,789 2,924,880 81,269 224.815
1 790.009 - . 57,749
1,269.798 2,924,880 81.269 282,564
8,006,939 1,379,743 8,006,939 1.645.476
12 10,218,641 2106328 10.218.641 2,106,328
13 (2.211,702) (726,585)  (2.211,702) {460,852}
8,006.939 1.379.743 8,006,939 1,645,476

The accompanying notes form pant of these financial statenents.
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AUSTRALIS AQUACULTURE LIMITED
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2005

Cash flows from operating activities
Proceeds from customers

Payments to suppliers and employees
Interest paid

Interest received

Other

Net cash flows used in operating activities

Cash flows {rom invesiting activities
Purchase of properly, plant and equipment
Loan to controlled entities

Net cash tlows used in investing activities

Cash flows from financing activities
Proceeds from issues of shares

Share fssue expenses

Net (repayment)/proceeds from borrowings
Advances from related party

Net cash flows from financing activities

Net increase in cash held
Cash at beginning of the year
Cash at end of the year

RECONCILIATION OF OPERATING LOSS AFTER INCOME TAX TO NET CASH

OUTFLOW FROM OPERATING ACTIVITIES
Operating (loss) afler tax
Depreciation
Employee entitlements
Foreign exchange loss/(gain)
Changes in assets and liabilities
Receivables
Self Generating and regenerating assets
Other
Trade and other creditors

The accompanying notes form pan of these financial statements.

CONSOLIDATED PARENT ENTITY
2005 2004 2005 2004
$ $ $ $
249,847 148 - 148
(2,872,221) (518.680) (1.798,789) (429.731)
{43.032) - - -
65,554 2729 65,554 2,729
19,905 - - -
(2,579.945) (515.803) (1.733.235) (426,854)
(795.500) (506,649) {4,011} .
- . (2,859.265) (614.012)
(795.500) (506,649} (2,863,276) (614,012)
8,060,000 2,140,766 £,060,000 2,140.766
(595,674) (34,440 (595,674) (34.440)
(1,240,736) 3,942 (57,749) 3.942
- 53,807 - 53 807
6.223,590 2,164,075 7,406,577 2,164,075
2,848,145 1,141,623 1,123.211 1.123.209
1,141,625 2 2,810,066 2
3,080,770 1,141,625 3933277 1,123 211
{1,485.117) (726,585) (1,750,850) (460,852)
141,617 44,044 890 -
9,147 6,238 11212 4173
(196.868) 170,438 - .
(178.510) (31,792) 1,245 (31,792)
(1,207,181} (27.727) - -
112,472 {113,312} 101,276 (101,276)
224,495 162,893 (97,008) 162,893
(2.579.945) (515,803) (1,733,235) {426.854)
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AUSTRALIS AQUACULTURE LIMITED (FORMERLY AUSTRALIS AQUACULTURE PTY LTD)
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant policies which have been adopted in the preparation of this financial report are:

()

{»

(<)

L))

Basis of preparation

This financial report is a general purpose financial report which has been prepared on an accruals basis in accordance
wilh Accounting Standards, Urgent lssues Group Consensus Views, other authoritative pronouncements of the
Australian Accounting Standards Board and the Corporations Act 2601. The financial statements have also been
prepared in accordance with the historical cost convention, except for fish stocks {which are self-penerating and
regencrating assets) measured at net market value,

Taxes

Income Tax

Income tax has been brought to account using the liability method of tax effect accounting whereby income 1ax expense
for the period is calculated on the accounting profirfless after adjusting for items which, as a result of iheir ireatment
under income tax legislation, create permanent differences between the profit/loss and 1he taxable incomeiloss. The tax
effect of timiny differences which arises from the recognition in the accounts of items of revenue and expenses in
periods different from those in which they are assessable or allowable lor imcome tax purpuses, are represented in the
statement of financial position as future income tax benefils or provision for deferred income tax, as the case may be at
current tax rates. A future income tax benefit atiributable to timing differences is only carried forward as an assel where
realisation of the benefit can be regarded as being assured beyond reasonable doubt. A fiture income lax benefit
relating to tax losses is only carried forward as an asset where realisation of the benefit can be regarded as vinually
certain.

Goods and Services Tuax (GST)
Revenues, expenses and assels are recognised net of the amount of GST except;

where the GST incurred on a purchase ol goods and services is not recoverable from the taxation authority, in which

case the GST is recognised as part of the cost of acquisition of the assel or a5 part of the expense item as applicable;
and

receivables and payables are stated with the amount of GST included.

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

Cash flows are included in the Statement of Cash Flows on a gross basis and the GST component of cashflows arising
from jnvesting and financing activities, which is recoverable from or payable 1o the taxation authority are classified as
operating cashilows,

Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to, the taxation
authority.

Recoverable Amount

Non-curtent assets measured using the cost basis are not carried al an amount above their recoverable amount, and
where carrying values exceed this recoverable amount assets are written down. In determining recoverable amount. (he
expecied net cash flows have not been discounted.

Revenue Recognition
Revenue is recognised o the extent that it is probable that the economic benefils will flow to the entity and the revenue

can be reliably measured. The (ollowing specific recognition criteria must also be met before revenue is recognised: -

Interest
Control of a right (o receive the interest paymenat.

Sale of Goods
Control of the goods has passed to the buyer.
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AUSTRALIS AQUACULTURE LIMITED (FORMERLY AUSTRALIS AQUACULTURE PTY LTD)
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Cont’d)

(e)

b))

(®

)

@

(LY

Cash and Cash Equivalents
Cash on hand and in banks and shori-term deposits are stated at nominal value.

For the purposes of the Statement of Cash Flows, cash includes cash on hand and in banks, and money market
investments readily convenible to cash within 2 working days, net of ouistanding bank overdialis,

Bank overdrafts are carried at the principal amount. [nterest is charged as an expense as il accrues.

Trade and Other Payables
Liabilities for trade creditors and other amounts are carried at cost which is the fair value of the consideration to be paid
on future goods and services received, whether or not billed to the entity.

Contributed Equity
Ordinary share capital is recognised at the fair value ol the consideration received by the company.

Any {ransaction cosls anising on the issue of ordinary shares are recognised directly in equity 2s a reduction of the share
proceeds received,

Trade and other receivables

Trade receivables are recognised and carried at original invoice amount less any provision for doubtful debis. A
provision for doubtful debis is recognised when collection of the full amount is no longer probable. Bad debts are
written ol as incurred.

Property, plant and equipment
Cost

Property, Plant and Equipment are measured at cost.
Depreciation

Depreciation is provided on a straight- line basis on all property, plant and equipment, other than freehold land.

Major depreciation periods are: 2005
Buildings: 15 years
Plant and equipment: 510 15 years

Managenmtent has revised the estimated useful life of the building from 10 years (o 15 years. This has resabied tn an annuahised
reduction of $67,599 in the depreciation charge.

Interest bearing liabilities

All toans are measured at the principal amount. Interest is charged as an expense as it accrues.

Foreign Currency
Translation of Joreign currency transactions

Transactions in foreign currencies of entities within the entity are converted to local currency at the rate of exchange at
the date of the tansaction.

Foreign currency monetary items that are ourstanding at the end of the {inancial year are translated using the spot rate at
the end of the financial year. Any exchange differences are taken to the Statement of Financial Performance

Transiation of foreign operations

All overseas operations ave treated as integrated operations.  The financial reports of overseas operations are translated
using the temporal method and any exchange differences are taken to the staiement of financial performance.
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AUSTRALIS AQUACULTURE LIMITED (FORMERLY AUSTRALIS AQUACULTURE PTY LTD)
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

NOTE . SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

{m} Principles of consolidation

{n)

(n)

The consolidated financial statements are those of the consolidated entily, compnising Australis Aquaculture Limited
(the parent company) and all entities that Australis Aquaculture Limited controlled from time to time during the year
and a1 reporting date.

[nformation from the financial statements of subsidiaries is included from the date the parent company obtains control
until such time ss control ceases. Where there is loss of control of a subsidiary, the consolidated financial statéments
include the results for the part of the reporting period during which the parent company has control.

Subsidiary acquisitions are accounted {or using the purchase methed of accounting.

The financial statements of subsidiaries are prepared for the same reporting period as the parent company, using
consistent accounting policies.  Adjustments are made to bring into Iine any dissimilar accounting policies that may
exist,

All intercompany balances and transactions, including unrealised profils ansing from intra-group transactions. have
been eliminated in full. Uvrealised losses are elimmated unless costs cannol be recovered,

Self Generating and Regenerating assets

Fish stocks are measured at their estimaied net market value at each reporting date. The estimated net market value is
determined as the net present value of cash flows expected Lo be generated by the sale of fish (discounted at a risk
adjusted interest rate).

Net increments or decrements in the estimated market value of fish stocks are recognised a4 revenues or expenses in the
net prefit or joss, determined as:

] the diflerence between he tolal net markel value of fish stocks recognised at the beginning of the {inancial
year and the total net market value of the fish stocks recognised as at the reporting date; less

{i1) cosis imcurred during the Jinancial year to acquire fish stocks.
Costs incurred in maintaining or growing fish are recognised as expenses when incurred.

Employee benefits

Provision is made for employee benefits aceumulated as a resull of employees rendering services up to the reporting
date. These benefits include wages and salaries, annual leave, sick leave and long service leave,

Liabilities arising in respect of wages and salaries, annual leave, sick leave and any other employee benefits expected to
be settled within twelve months of the reporting date are measured at their nominal amounts based on remuneration rates
which are expected to be paid when the liability is setiled. All other employee benefit liabilities are measured al the
present value of the estimated futizre cash outflow to be made in respect of services provided by employees up to the
reporting date. In determining the presemt value of future cash oulflows, the market yield as at the reporting date on
national government bonds, which have terms to maturity approximating ihe terms of the related liability, are used.

Employee benefit expenses and revenues arising in respect of the following categories:
¢ Wages and salaries, non-monetary benefits, annual leave, long service leave, sick leave and other leave
benefits; and
e (hher types of employee benefits
are recognised against profits on a net basis in their respective categories.

The Company does not have a superannuation scheme and the value of share options issued to Directors and employees
have not been recognised as an employee benefit expense.
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AUSTRALIS AQUACULTURE LIMITED (FORMERLY AUSTRALIS AQUACULTURE PTY LTD)
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

(0)

Leases

Leases are classified at their inception as either operating or finance leases based on the economic substance of the
agreement so as 1o reflect the risks and benefis incidental to ownership.

Finance leases

Leases which effectively transfer substantially all of the risks and benefils incidental to ownership of the leased

itemn o the group are capitalised ai the present value of the minimum lease payments and disclosed as property, plant
and equipment under lease. A lease liability of equal value 1s also recognised.

Capitalised lease asscts are depreciated over the shorter of the estimated useful life of the assets and the lease term.
Mininunm lease payments are allocated between interest expense and reduction ol the lease liability with the
interest expense calculated using the interest rate implicit in the lease and recognised divectly in net profit.

The cost ol improvements 1o or on leasehold property is capitalised, disclosed as leaseheld improvements, and
amortised over the unexpired period ol the lease or the estimated usefu! lives of the improvements, whichever is the
shorter.

{p) Provisions

Provisions are recognised when the economic entity has a legal, equitable or constructive obligation 1o make a
future sacrifice of economic benefits 10 other entities as a result of past transactions or other past events, il is
probable that a future sacrifice of economic benefits will be required and a reliable estimate can be made of the
amount of the obligation.

A provision for dividends is not recognised as a liability unless the dividends are declared, determined or publicly
recommended on or before the reporting date.

{q) Earnings per share

(0)

Basic EPS is calculated as net profit atiributable to members, adjusted to exclude costs of servicing equity (other
than dividends) and preference share dividends, divided by the weighied average number of ordinary shares,
adjusted for any bonus element.

Diluted EPS is calculated as net profit attributable to members, adjusted for:
*  cosls of servicing equity {other than dividends) and preference share dividends;
¢ (he after tax effect of dividends and interest associated with dilutive potential ordinary shares that have been
recognised as expenses; and
e other non-discretionary changes in revenues or expenses during the periad that would resuit from the dilution
of potential ordinary shares;

divided by (he weighted average number of ordinary shares and dilutive potential ordinary shares. adjusted for any
bonus element.

Comparatives
Comparatives are for the year ended 30 June 20(4.




AUSTRALIS AQUACULTURE LIMITED

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2005

CONSOLIDATED PARENT ENTITY
2005 2004 2008 2004
$ 3 $ $

NOTE 2. REVENUE FROM ORDINARY ACTIVITIES
Revenue from Operating Activities
Sales 412,511 - - -
Met increase in market values of fish stocks 1,250,754 - - -
Interest received 65,554 2,729 65,554 2729
Other income 19,906 148 - 148
Foreign Exchange Gain 196,868 - 16.463 -
Total Revenue from ordinary activities 1,945,592 2,877 82,017 2.877

NOTE 3. OPERATING LOSS

(a) Operating loss from ordinary activities before income tax has been arrived at after charging/(crediting) the following

items:
Provision for employee entitlements 9,147 6,238 9,147 4,173
Depreciation of Building 136,164 43,532 - -
Deprectation of Plant & Equipment 5453 512 890 -
Provision for diminution in Intercompany loans - - SR6,465 -
Interest expense 43,032 - - -
Cosl of sales 266,234 - - -
Foreign Exchange loss . - 170,438 - -
Operating lease rental 17,349 6,238 - 4,173
NOTE 4. INCOME TAX
The prima facie tax, ushnyg tax rates applicable in (he country of operation, on operating (loss) diifers from the income tax
provided in the financial statements as follows:
Prima facie tax benefit on the operating loss (445.535)  (217,976) (525.255) (138.256)
Tax effect of permanent differences
Provision for diminution - - 295939 -
Other items (100.540) 8,348 (48,179) 8.348
Income tax benefil not brought (0 account 546.076 209,628 277,495 129,908
Income tax expense ‘- - - Z
Deferred tax assets and liabilities
Provision for deferred income tax - current (2,744) - (3,303) -
Future income tax benetit on tinting ditTerences 2.744 - 3.363 -
Tolal - - - -
Future income tax benefit — not taken into account 9.170 - 8,547 -
Income tax losses
Future income tax benefit arising from iax losses of a
controlled entity not recognised at reporting date as
realisation of the benefit is not regarded as virtually cerrain 653,264 209,628 328.164 129 908




AUSTRALIS AQUACULTURE LIMITED
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3 JUNE 2005

CONSOLIDATED PARENT ENTITY
2005 2004 2005 2004
$ § $ 5

NOTE 4. INCOME TAX (Cont’d)

This future income (ax benefit will only be obtained if:
(a) the company derives fulure assessable income of a nature and an amount sutficient to enable the benefit
from the deductions for the losses to be realised:

(b} the company continues to comply with the conditions for deductibility imposed by tax legislation; and
{c) no changes in tax legislation adversely affect the abilily ol the company to realise these benefits,

NOTE 5. RECEIVABLES (Current}

Trade Debtors 96,643 - -

Security bond 89,114 6,000 6,000 6.000

GST receivable 24,545 25,792 24,545 25,192
210302 31,792 30,545 31.792

The security bond is non-interest bearing and has a maturity date of 12 months. GST receivable is non-interest bearing and
genenally received within 30 to 90 days.

NOTE 6. FISH INVENTORIES

Fish stocks at estimated net market vatue 1,234,908 27,727 - -

The Company had 580,624 Barramundi Fish in the US plant varying in size from 1 to 625 grams as at 30 June 2005.

In determining the estimated net market values the directors have (aken into account the current market value of the fish, the costs of
acquiring and growing fish and the insurance values. The directors have also allowed for selling and point of sale costs and have
taken into account assumplions relating to the growth cycle for Barrmmundi which does not exceed 9 months.

CONSOLIDATED PARENT ENTITY
2005 2004 2005 2004
] § $ $
NOTE 7. OTHER
Prepayments 840 113,312 - 101.276
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AUSTRALIS AQUACULTURE LIMITED
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
i"OR THE YEAR ENDED 30 JUNE 2005

NOTE 8. PROPERTY, PLANT AND EQUIPMENT

Land at cost 985,229 933.333 - -
Buildings at cost 2205774 2,070,324 - -
Accumulated depreciation (179.656) {43532y - -
2,026,075 2,026,792 - -
Capital Works in progress 632,794 - - -
Plant and equipment at cost 198,784 30,554 4011 -
Accumulated depreciation {5,965) (312) (890} -
192,819 30,042 3,121 -
3,840,917 2,990,167 3,121 -
Movement during the year
Land at cost
Carrying anmwunt at beginning of year 933,333 - - -
Additions - 933.333 - -
Movement caused by foreign exchange 55896 - - -
Carrying amount at end of year 089,229 933,333 - -

Buildings at cost

Carrying amoun! at beginning of year 2.026,792 - - -
Addilions - 2,070.324 - -
Movement caused by foreign exchange 135,447 - - -
Depreciation {136,164) {43.532) - -
Carrying amount a1 end of year 2,026,075 2,026,792

Capital works in progress uf cost
Carrying amount at beginning of year - - - -
Additions $H32.794 . . .

Carrying amount at end of year 632,794 - - -

Plant and equipment ai cost

Carrying amount at begiming of year 30,042 -

Additions 168,230 30,554 4,011 -
Depreciation {5,453) (512) {890} -
Carryiny amount at end of year 192,819 30,042 3.121 -

The assets have been acquired during the previous 15 months and therefore directors believe that the carrying amounts reftect the
amounts for which the assets could be exchanged between a knowledgeable willing buyer and a knowledgeable willing seller in an arm's
length transaction and therefore reflect their fair values

Please refer to note 1 for details relating 1o secured mortgage held by a bank over the freehold land and buildings noted above.
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AUSTRALIS AQUACULTURE LIMITED
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

CONSOLIDATED PARENT ENTITY
2005 2004 2005 2004
$ $ $ $
NOTE 9. RECEIVABLES (Non Current)
Loan to controlled entilies - - 5,107,730 614,012
Provision for diminution - - (986.465)
- - 4,121,265 614,012

The loan 1o controlled entities is interest free with no specified repayment terms,
NOTE 10. INTERESTS IN SUBSIDIARIES

The parent entity has two wholly owned subsidiary companies being Australis Aguaculture LLC and Australis Aquaculture
Holdings LLC, These companies are incorporated in the United Siates of America.

Country of Percentage Percentage Investment  Investment
Incorporation  Owned 2005 % Owned 2004 % 2005 % 2604 5
Australis Aquaculture LLC USA 100% 100% - -
Australis Aquaculfure Holdings LLC USA 100% 100% - -

Australis Aquaculture Ltd is the ultimate Australian parent entity in the wholly owned group.

NOTE 11. PAYABLES

CURRENT LIABILITIES

(a) PAYABLES 311,334 128,344 43,298 128.344
Trade creditors 76.054 34,549 22.587 34,549
Accruals 387,388 162,893 65,885 162.893

{(b) INTEREST BEARING LIABILITIES

Lease Liabilhies {i) 43,581 - - -
Borrowings (ii) 33,436 2,755,749 - 57,749
77,017 2,755,749 - 57,749
{c) PROVISIONS
Employees Entitlements 15,384 6,238 15,384 4,173
0 TOTAL CURRENT LIABILITIES 479,789 2,924,880 81,269 224,815

NON-CURRENT LIABILITIES

(a) INTEREST BEARING LIABILITIES

Lease Liabilities (1} 42,406 - - .
Borrowings {11} 747.603 - - -
TOTAL NON CURRENT LIABILITIES 790,009 - - -

(i) The lease liability has 23 months remaining before maturity, payments are made monthly and interest is charged at a rate of 12%.
please refer to note 23 for details on expenditure commitments associated with this finance Tease.

(ii)The bank loan has a 15 year term, however can be repaid in full from 28 July 2009, interest rate is charged at the prime rate plus 1%,
the company is presently paying 7.25%, the interest rate is capped a1 7.25%. The loan is secured against ihe propeny owned by the

campany {referred 1o in Noie B} where the Aquaculture Bartamundi (acility is located, Turners Falls, Massachusetts, USA.,

Trade Creditors are generally paid with 30 days and do not atiract any interest.
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AUSTRALIS AQUACULTURE LIMITED

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2005

NOTE 12. CONTRIBUTED EQUITY

Movement in shares on issue

Balance at beginning of period

ordinary fully paid shares

Movements during the year: -

Shares held on trust and issued on Initial Public offering in August 2004
Initial Public Offering @ $0.25

Issue of shares [or Part Payment to Vendors of Aquacuhure plant @ $0.25
Issue of shares to Sponsoring Stockbroker in lieu ol services @) $30.25

Issue of shares [or Part Payment 1o Vendors of Aquaculiure plant @ $0.393
Fund raising Issue of Shares @} $0.60

Issue of shares for Final Payment 1o Vendors of Aquaculiure plam @ $0.743
Private Placement

Subscription proceeds received as shares to be issued on Initial Public
Offering

Less capital raising expenses

Balance at end of year

Options on Issue

Consolidated/ Parent Consolidated/ Parent
30/06/05 30/06/05 30/06/04 30/06/04
Number $ Number $
24,006,333 2,106,328 7,500,000 2
. {1,100,000) - y
22,000.000 5,500,000 - -
1,304,461 326,115 - -
500,000 125,000 - -
410,000 161.038 - -
6,100,000 3,660,000 - -
216,320 160,834 - -
- - 16,506,333 1,140,766
- - - 1,100,000
- (720.674) - {34,440)
54,537.114 10218641 24006333 2.106.328

There were 5,470,000 unlisted options at the date of this report comprising the (ollowing:

5,000,000 options exercisable at $0.30 expiring 30 June 2009 were granted to Directors on 30 June 2004. These options vested

on date of issue however are ¢scrowed (or 2 years from date of issue.

470,000 options exercisable at 30.40 expiring 30 August 2008. issued to employees under the Australis Aguaculture Lid

Employee Share and Option Plan.

NOTE 13. ACCUMULATED LOSSES CONSOLIDATED PARENT ENTITY
2005 2004 2005 2004
s $ $ $
Balance at beginning of period (726,585) - (460,852) .
Net loss attribufable to members of the parent entity (1.485.117) (726,583) (1,750,850) {460.852)
Balance a1 end of period {2,211.702) {726,585) (2,.211,702) {460.852)
2005 2004
No No
NOTE 14. EARNINGS PER SHARE
Weighted average number of ordinary shares ouistanding
during the year used in the calculation of basic and diluted
earnings per share 47 215,557 12,281,960

Potential ordinary shares on issue are not considered 1o be dilutive,
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AUSTRALIS AQUACULTURE LIMITED

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2008

NOTE 15. FINANCIAL INSTRUMENTS
(a) Credit Risk Exposure

The credit risk on financial assets of the company which have been recognised on the balance sheet is generally the carrying amount,

net of any provisions for doubtful debis.

() Interest Rate Risk Exposure

The consolidated entity’s exposure to interest rate nisk and the effective weighted average interest rate for each class of financial assets

and financial liabilities i set out below.

2005 Consolidated Floating Fixed interest maturing in: Non-
interest I year or over 1to5  more than interest
Note rate less years S years bearing Total
Financial assets s s b $ 5 S
Cash assets 3.989,770 - - - - 3,989,770
Receivables - - - 210,302 210,302
3,980.770 - - 210,302 4,200,072
Weighted average interest rate 525%
Financial Liabilities
Payables - - - 387,388 387,388
Inierest bearing labilities 781,040 43.581 42.406 - 867,027
781040 43,581 42 406 387,388 1,254,415
Weighted average interest rate 7.25% 12. 00% 12.00% -
Net (inancial assets (liabilities) 3.208.730 (43,581) (42.406) (177,086) 2,045,657
2004 Consolidated Floating Fixed interest maturing in: Non-
interest I year or over1toS  more than interest
Note rate less years 5 years bearing Total
Financial assets s s $ 5 3 5
Cash assetsy 1,141,625 - - - - {141,625
Receivables - - . 31,792 31,702
1,141,625 - - 31,792 1,173,417
Weighted average inierest rate 3.00%
Financial Liabilities
Payables - - . - 162,983 162,983
Interest bearing liabilities 3,942 - - 2,751.807 3.942
3.942 - - - 2,914,700 2,918,642
Waeighted average interest rale 16.5% - - - -
Net linancial assets (Liabilities) 1,137,683 - - - (2,882,908}  (1.745,225)

{¢) Net Fair Value of Financial Assets and Liabilities
The net fair value of the (inancia) assets and habilities are (he same as their carrying amount.

2005 2004 2005 2004
$ $ $ $
NOTE 16. AUDITORS REMUNERATION
Amounts received or due and receivable
- auditing or reviewing the financial report 60,000 10,000 15.000 10,000
- other services 10,300 10,000 10,300 10,000
70,300 20,600 25.300 20,000
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AUSTRALIS AQUACULTURE LIMITED
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

NOTE 17. DIRECTOR & EXECUTIVE DISCLOSURES

a) Details of Specified Directors and Specified Executives

(i) Specified Directors

Alistair Cowden Chairman

Stewart Graham Managing I¥rector

Joshua Goldman Executive Director

David O'Sullivan Director (non-executive) (appointed 1 July 2004)
(11) Specitied Executives

Gabriel Chiappim Company Secretary (appointed 11 March 2005)
Graham Anderson Company Secretary (resigned 11 March 2005)

(b} Remuneration of Specified Directors and Specified Executives

(i) Remunerarion Policy
The Remuneration Commitice of the Board of Direclors of Australis Aquaculture Limited is responsible for determining and
o reviewing compensation arrangements (or the directors, the chief executive officer and the executive team. The Remuneration
Committee assesses the appropriateness of the nature and amount of emoluments of such oflicers on a periodic basis by
reference to relevant employment market conditions with the vverall objective of ensuring maximum stakeholder benefit
livm the retention of a high quality board and executive team. Such olficers are given the opporiunity tu receive their base
cmolument in a variety of forms including cash and jringe benefits such as motor vehicles and expense paynvent plans. It is
intended that the manner of payment chosen will be optimal for the recipient without creating undue cost for the company.

To assist in achieving these objeclivcs, the Remuneration Committee links the nature and amount of exeeutive directors’ and
officers’ emoluments 1o the company’s financial and opertional perfonmance. All directors and executives have the
opponunily to gualify for parlicipation in the Employee Share Incentive Plan which cunun!y provides incentives where
specified criteria are met including criteria relating to profitabilily, cash flow, share price growth and environmental
performance.

The current employment agreement with the Managing Director and Executive Director has a six month notice peried. For
{urther details on the contracts of the Managing Director and the Executive Divector please refer to pages 9 & 10 of the
directors’ remuneration report contained within the divectors® repont.

Primary Post Employment Equity Other Total
Salary & Other Non Super-  Retirement  Options Bonuses
Fees Monetary  annuation  benelits  Amortised
Benefits Cost
0 $ s s 5 $ $ $ $

Specified Directors
Alistair Cowden

2005 47,092 - - 4,238 . - - 51,330

2004 - - - - - 26,180 - 26,180
Stewart Graham

2005 185,942 - - 16,735 - - - 202,677

2004 93,038 - - 8,370 - 21,420 . 122,828
Joshua Goldman

2005 (1) 143,080 11.083 - - - - 33,251 187,415

2004 57.997 - - - - 47,600 - 105,597

David (3 Sullivan
2005 (1} 27,942 30,094 - 2,515 . - - 60,551

2004 18,106 - - - - 23,800 - 41,906
Total

2005 356,904 41,178 - 19,250 - - 33,251 450.642

2004 169,141 - - 8,370 - 119,000 - 296.511




AUSTRALIS AQUACULTURE LIMITED
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

NOTE 17. DIRECTOR & EXECUTIVE DISCLOSURES (Continued)

{c} Remuneration of Specified Directors and Specified Executives

Specified Executives
Gabriel Chiappint

2003 (iii) - 32,198 - - - - - 32,198
2004 . - - - . . . .
Graham Anderson
2005 (iii) - 55,583 - - - - - 55,583
2004 - 870 - - - - - 870
Total
2005 - 87.781 - - - - . %7.781
2004 - 870 - - - - - 870

(i) Other income represents consulling services provided under nornal terms and conditions
(ii) Other income represents consulting services provided under normual terms and conditions
(iit) Other income represents company secretarial services provided under nermal terms and conditions

{c) Shareholdings of Specified Directors and Specified Executives

Held at 1 July Purchases Received on Sales Held at 30
2004 exercise of June 2005
options

FULLY PAID

ORDINARY SHARES

Specified Directors

Alistair Cowden 3,100,000 - - - 3,100,000

Stewart Graham 7,900,600 - - - 7,900,000

Joshua Goldinan 2,377,983 - - - 2,377 983

David O'Sullivan 2,600,000 - - . 2,600,000

Specified Executives

Gabriel Chiappini - - - - -
’ Total 15,977,983 - - - 15,977,983

Option holding: 3 jrectors and Specified Executives
Held at 1 Granted Options Net change Held at 30 Vested at 30
July 2004 exercised other June 2005 June 2005
not
exercisable

UNLISTED

OPTIONS

Specified Directors

Alisiait Cowden (i) 1,100,000 - - - 1,100,600 1,100.000

Stewart Graham (i) 900,000 - - - 900,000 900,000

Joshua Goldman (i) 2,000,600 - - - 2,000,000 2,000,000

David O’ Sullivan (i) 1,040,000 - - - 1,000,000 1,000,000

Specitied

Executives

Gabriel Chiappini - - - - - -

Total 5,000,000 - - - 5,000,000 5,000,000




AUSTRALIS AQUACULTURE LIMITED

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2005

NOTE 18. RELATED PARTY DISCLOSURES

{a) Whollv owned group transactions

Loans from Australis Aquaculture Limited to wholly owned subsidiaries, with no fixed date for repayment. These

{oans are unsecured and interest free,

WL T . ith di lated entiti

During the period fees of $30,094 (2004:30) were paid under normal terms and conditions to Dosaqua Pty Lid, aguaculture
consultants, of which Mr D O’Sullivasn is a director and shareholder.

During the period consalting fees of $11,083 (2004:30) were paid under normal terms and conditions to Aquatic Advisors, of

which Mr J Goldman is a director and sharcholder.
NOTE 19, STATEMENT OF CASH FLOWS

(a) Reconciliation of Cash

Cash Balance comprises:
Cash assets

(b) Non cash financing and investing activities

Acquisition of property, plant and equipment by means of the
issue of fully paid ordinary shares (refer (o note 11}

Payment of Placement fee by means of he issue of fully paid
ordinary shares (refer (o note 11)

NOTE 20. SUBSEQUENT EVENTS

CONSOLIDATED PARENT ENTITY
2005 2004 2005 2004
$ $ 3 $
3.98%,770 1,141,625 3,933,277 1,123,211
CONSOLIDATED PARENT ENTITY
2005 2004 2005 2004
$ § 5 $
047,987 - - -
125,000 - 125.000 -

Since 30 June 2005, the followiny significam subsequent events have occurred:

¢ Amouncement to (he market on 13 September 2005 stating that sales {or Aupust had increased (o

approximately to $250,000

Other than the above the Direclors are not aware of any maiter or circumstance that has significantly or may significantly
affect the operations of the consolidated entity or the esults of those operations, or the stale of affairs of the company in

subsequent financial years.
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AUSTRALIS AQUACULTURE LIMITED
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

NOTE 21. IMPACT OF ADOPTING AASB EQUIVALENTS TO IASB STANDARDS

The Company is fn the process of transitioning its accounting policies and financial reporting from current Australian
Accounting Standards (AGAAP) to Australian equivalents of International Financial Reporting Standards (AIFRS) which
will be applicable for the financial year ended 30 June 2006. Priority has been given to the preparation of an opening balance
sheet in accordance with AIFRS at 1 July 2004 being ihe company’s transition date to AIFRS. This will form the basis of
accounting for AIFRS in the future, and is required when the Company prepares ils first fully AIFRS compliant financial
report for the year ended 30 June 2006,

Set out below are the key areas where accounting policies are expected 1o change on adoption of AIFRS, So far the company
has been unable to definitely quantify the full impact of adopting AIFRS or complete the opening balance sheet in accordance
with AIFRS as at 1 July 2004.

The actual effects of the trangition to AIFRS may differ from (he areas disclosed due to (a) ongoing work being undertaken
by the Company, {b) potential amendments to AIFRS’s and Interpretations thereol being, issued by the standard-setters and
I[FREIC, and (c) emerging and accepted practice in the interpretation and application of AIFRS and UIG Interpretations.

. Business combinations ~ the company has chosen to utilise the exemption under AASB 1 “Australian Adoption of
International Financial Reporting Standards” relating 1o past business combinations. Accordingly the camrying
amount under AGAAP of assets acquired and liabiliies assumed in prior business combinations shall be their
deemed costs under AIFRS at the date of acqyuisition;

. Income Tux ~ Currently, the consolidated entity adopts the liability method of tax-effect aceounting whereby the
inconte tax expense is based on the accounting profil adjusted for any permanent differences. Timing differences are
currently brought 1o account as either a provision for deferred income 1ax or fulure income tax benefit. Under AASB
112: Income Taxes, the entity will be required to adopt a balance sheet approach under which deferred (ax balances
are recognised when there is a difference between the carrying value of the asset or Hability and its tax base.

Under AASB 112 “Income Tax™ requires deferred tax assets (including carry forward 1ax losses) to be recognised
when it is “probable” that the benefit can be realized. Under AGAAP, camy forward 1ax losses can only be
recognized when tier recovery is considered to be virtually cenain.

Afier assessing the major changes relating to the transition 10 AIFRS, the Company s now in (he process of
quantifying these differences.

. Foreign Currency — Under the AASB 121 “The effects of changes in foreign exchange rates”, each individual entity
within the group must determine its functional currency and measure its results and the (inancial position in that
Curreney.

An entity is required to translate its resulls and financial position from its lunctional currency into a presentation
cuirency using the method required for translating a foreign operation for inclusion in the reporting endity's linancial
statements. Under this method, assets and lisbilities are translated at the closing rate, income and expenses are
translated al the exchange rate at the dates of transactions, For the company the functional currency is likely to be
AUD. Management has yet to determine the functional currency of the US subsidiaries and therefore the impact of
this standard at the date of transition to AIFRS: and

. Share-based Puvments Under AASB 2: “Share-based Payments™, the company will be required to determine the fair
value of options granted to employees as remuneration and recognise an expense in the Statement of Financial
Performance. AASB 2 is not limited to options and also extends 10 other forms of equity-based remuneration. It
applies lo all share-based payments issued after 7 November 2002 which have not vested prior to 1 January 2005,

There is no impact on transition since all of the company's options granied prior to the date of transition had vested
prior to | January 2005. The company is in the process of detenmining the impact for the financial year ended 30
June 2003 of the granted options to employers under the Employee Share Option Plan during the year.




AUSTRALIS AQUACULTURE LIMITED

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

NOTE 22. SEGMENT INFORMATION

The company operates in one industry, namely the aguaculture indusiry, in one geographical segment, namely the United
States of America.

NOTE 23. EXPENDITURE COMMITMENTS

Finance Leases

CONSOLIDATED PARENT ENTITY
2005 2004 2005 2004
s $ 5 s
Minimum lease payments:

- Not later than one year 50,443 - -
- Later than one year and not later than five years 46,239 - -
Total minimum lease payments 96,682 - -
- Future finance charges (19,695) - -
- Lease Hability 85,987 - -
Current liability 43,581 - -
Non current liability 42,406 - .
85,987 . -

The finance commitment is for equipment used in the aquaculture plant the fease matures on May 2007, the interest rale is
12%.

NOTE 24. EMPLOYEE BENEFITS

Employee Share Option Plan (ESOP)

An employee share schemne has been established where the Company may, at the discretion of the board, grant options over
the ordinary shares of Australis Aquaculture Limited o directors, executives and cenain members of staff of the consolidaed
entity. The options, issued tor nil consideration, are granted in accordance with performance guidelines established by the
directors of Australis Aquaculture Limited.  The options cannot be translemred and will not be quoled on the ASX.

{a) ESOP Options granted during the reporting year

The following summarises information about options issued to employees during the financial year, there were no ESOP
options issued prior 1o this allotment;

Girant Date 30 August 2004
Number 470,000
Vesting Date 30 August 2005
Expiry Daile 30 August 2008
Weighted average exercise price $0.40

(b) ESOP Options exercised
Nil
(¢} ESOP Options held at the end of the reporting vear

The following summarises information about optiens held by employees as at 30 June 2004;

Number of options Grant Date Vesting Date Expiry Date Weighted average
exercise price
470,000 30 August 2004 30 August 2005 30 Augusi 2008 $G.40
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AUSTRALIS AQUACULTURE LIMITED
ADDITIONAL ASX INFORMATION
DISTRIBUTION OF SHARES as at 26 September 2005
Fully Paid Options
Shares
Distribution of holdings Number of  Number of
holders holders
1-1,000 56 -
1,001 - 5,000 254
5,001 - 10,000 286 -
10,001 - 100,000 310 &
100,001 and over 45 5
951 13
20 LARGEST SHAREHOLDERS as at 26 September 2005
Fully Puaid Shares
0 Holder Shares Yo
Bulleen Pty Lid (G § Graham Family A/C> 7,900,000 14.45
National Nominegs Limiled 6,293.100 11.54
Drumfoechar Piy Lid 3,000,000 5.50
David (' Sullivan Aquatrust A/C 2,500,000  4.58
Joshua Goldiman 2377983 436
RBC Services Australia Nominees Pty Limited 230000  4.22
Citicorp Nominees Pty Ltd 2,216,552 4.08
Mass Fin Tech LLC 1,726.781 317
WSF Pty Lid 1,684,242  3.09
Mirrabooka Investments Limited 985,000 1.81
Citicorp Nominees Pty Limited 800,000 147
Rosendorff Diamond Jewellers Piy Litd 700,000 1.28
William Paul Brooks 600,000 1.10
State One Holdings Ply Ltd 587,900 1.08
JP Morgan Nominees Australia Lid 551,500 1.0t
David Creighton Gellaily & Evelyn May Gellatly 500,000 0.92
Vilson Pty Ltd 500,000  0.92
Boldbow Pty Ltd 478.641 0.88
Health Super Pty Lid 470,000  0.86
Stuarl Young Craig 450000  D.83
o 36,615,699 67.16
Optiony
Holder Shares Yo
Joshua Goldman 2,000,000 36.56
Alistair Cowden 1,100,000  20.11
David O'Suilivan 1,600,000 18.290
Stewart Graham 200,000 16.45
5,000,000  91.41
7




AUSTRALIS AQUACULTURE LIMITED
ADDITIONAL ASX INFORMATION (Continued)

SUBSTANTIAL SHAREHOLDERS

Fully Paid

Shares Yo Options Yo
Acorn Capital Limited 8,140,000 14.99 - -
Bulleen Piy Ltd < G S Graham Family Afe> 7,900,000 14.49 900.000 1645
Drumfrochar Pty Ltd 3,160,000 5.50 1.100,000  20.11

VOTING RIGHTS

Each sharcholder is entitled 1o receive notice of and attend and vote at general meetings of the company. At a general
meeting, every shareholder present in person or by proxy, representative or attorney will have one vote on a show of hands
and on a poll, one vote for cach share held. Any shares which are not fully paid shail be entitled to a fraction of a vote equal
1o that proportion of a vote that the amount paid on (he relevant share bears to the total issue price of the share.
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