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RE: PRELIMINARY FINAL REPORT 2007

The Company wishes to announce its preliminary financial results for the year ended

31 December 2007. The company has reported a net after tax profit of $8,046,044 (2006
- $3,235,566) on operating revenue of $14,449,678 (2006 - $12,701,369). This represents
earnings before interest, tax, depreciation and amortisation of $5,500,576 (2006 -
$4,134,167). $4,264,268 of the after tax operating profit in 2007 arose from an increase
in the net fair market value of its oysters and pearls as e result of a change in the
Company’s treatment of agricultural assets under AASB141 dgriculture. The adoption
of the new accounting policy was introduced to reflect more closely the fair market value
of the oysters and pear] inventories that are held by the company.

This is a strong financial result which reflects the operating achievements that the
Company has made over the last four years. A focus on risk diversification through
geographical spread, product enhancement through intensive research programs and
improvements in economies of scale as a result of increased oyster quantities has seen
productivity and profits improve. Strong cash flow saw the payment of fully franked
dividends of four cents per share in during 2007.

The Company has previously advised of its intention to expand its pearling operations
through the development of a pearling operation in Malaysia. Atlas has accepted an offer
from the Commonwealth Bank for a $6M credit facility to finance this expansion. This
facility will be available in the first half of 2008 subject to various conditions precedent
which the Directors believe will be met. The company’s balance sheet remains strong
and this loan facility will enhance the return on shareholders funds as this new project
comes into commercial production in 2011.

Yours faithfully

' PROCESSED :
GEORGE SNOW WAR 20 2008
Chairman ;‘ﬁi\gnhf}gg? J [ q)
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Results for announcement to the market

ATLAS SOUTH SEA PEARL

Appendix 4E

Compared to

actual for -Year Ended 31
previous year Decamber 2007
Consolidated Financial Results anded 31
December 2006 .
Total revenue from ordinary activities Up 14% 14,449,878
Profit from ordinary activities after tax Up 149% 8,046,044
attributable to members
Net Profit attributable to members Up 149% 8,046,044
Dividends Amount per Franked Amount
security per securlty
Dividend per ardinary share in respect of
31 December 2007 financlal year 4.0 conts 4.0 cents
25 May 2007 2.0 cents 2.0 cents
26 October 2007 2.0 cents 2.0 cents

The company's dividend reinvestment plan was not activated for the payment of the dividend.

Brief Explanation

Refer to the section headed "Commantary on tha Results” for a brief explanation of the

results.
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ATLAS SOUTH SEA PEARL LIMITED Appendix 4E
ABN 32 009 220 053 .

Income Statement
For the year ended 31 December 2007

Note CONSOLIDATED
2007 2006
$ $
Revenue 2 14,449,678 12,701,369
Other income 2 6,529,795 572,669
Cost of goods sold : (4,125,000) (5.019.759)
Marketing expenses (1,435,724} {1,287.345)
Administration expenses (3,157,508) (2,333,588)
Finance Costs (17,673) (3.685)
Research and Development (70,000) {50,000)
Other expenses 3 {590,827) (411,460)
Total expansas , (9,396,732) (8,105,717)
Profit/(Loss) before related Income tax expense 11,582,741 4,168,321
Income tax expense (3,536,697) (932,755)
Profit/(L.oss) after Income tax attributable to
members of the parent entity ' 8,046,044 3,235,566
Oversll cperations
Basic eamings per share (cents) 4 8.96 3.64
Diluted @armings per share (cents) 4 8.96 3.64

The accompanying notes form part of these financlal statements.
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ATLAS SOUTH SEA PEARL LIMITED Appendix 4E
ABN 32 009 220 051
Balance Sheet
As ar 31 December 2007
CONSOLIDATED
2007 2006
Nota $ $
Curront assets
Cash and cash equivalents 1,032,797 2,631,979
Trade and other receivables 3,174,773 2,823,208
Financial assets 3 13,003,609 3,037,797
Inventories 6 3,228,207 1,734,412
Biclogical assets 7 8,589,484 3,866,868
Total current assets 29,008,880 14,194,354
Non«currant assets
Inventories 6 77.671 85,343
Biclogical assets 7 9,323,674 5,572,506
Property, plant and equipment 2,290,465 2,586,711
Deferred Tax Assets 181,613 82,661
Total non-current assets 11,873,423 8,327,311
Total assets 40,882,303 22,521,665
Current llabllitles
Trade and other payables B47,545 554,908
Borrowings 8 279,438 -
Financial instruments 5 13,039,628 3,030,867
Current tax ligbilities 354,904 687,630
Yotal current liabllitlas 14,521,515 4,273,508
Non-current liabilities
Deferred tax liabilities 2,903,878 507
Long term provislons 87.878 48,654
Total non-current llabllitles 2,971,856 49,161
Total llabllitles 17,493,371 4,322,667
RS ]
Not assots 23,388,932 18,198,998
. _________________________ |
Equity
Issued capital 9 19,544,815 19,260,762
Reserves 10 (6,224,108) (4,488,142)
Retained profits 10,068,225 3,426,378
L ]
Total aquity

The accompanyling notas form part of thage financial statements,

Page 4

23,388,932

18,198,988




YJaslba 2000 Vo . of FAR bl & Jo003370

ATLAS SOUTH SEA PEARL

do10/020

ATLAS SOUTH SEA PEARL LIMITED ' Appendix 4E

ABN 32 005 220 053

Statement of Changes in Equity

For the year ended 31 December 2007

CONSOLIDATED
2007 2008
$ $

Effect of change in accounting policy :
Total equity at the beginning of the year 18,198,998 17,633,641
Adjustment on change in accounting policy for
AASB 141 to:Retained profits net of tax .2,193,488 N
Restated total squity at the baginning of the 20,392,464 17,633,641
financlal year
Exchange differences on transiation of foreign {1.760,809) 60,455
operations
Net income recognised directly in equity (1.760,809) 60,455
Profit/(Lass) for the vear 8,046,044 3,235,568
Total recognised income and expense far the year 6,285,435 3.296,021
Shares Issued during the ysar 440,000 812,000
Shares forfelted/cancelied during the year {1565,947) {400,330)
Dividend Paymant (3.597.863) {3.152,788)
Share basad payments 24,843 10,452
Total movement in equity 2,096,468 565,357
Total equity at the end of the vear 23,388,932 18,198,998

The above statemant of changes In equity should be read in conjunction with the

accompanying notes.
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ATLAS SOUTH SEA PEARL LIMITED
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Cash Flow Statement
For the year ended 31 December 2007

Appendix 4E

Coansolidated

Bo11r020

2007 2006
§ $
Cash flows from operating activittes
Proceeds from pearl joweliery and oyster sales 13,389,753 14,106,844
Proceeads from other operating activities (63,584) 368,964
Interest paid {5,079) (3,685)
Interest recelved 81,922 113.625
Payments to suppliers and employees (9,565,676) (8,814,806)
Income taxes paid {1.734,839) (271,411)
Nst cash provided by/(used in) operating activities 2,082,497 5,499,531
Cash flows from investing actlvities
Paymenits for property, plant and equipment (601,309) (997.731)
Proceeds on disposal of fixed assets 15,573 4,109
Nat cash provided by/{used In) invasting activitias (585,736) (993,822)
Cash flows from financing activities
Proceeds from Borrowings 1,190,168 -
Repayment of Borrowings (910.730) (79,428)
Proceeds from Issue of shares 440,000 823,500
Loan of funds to employees (440,000) (623,500)
Repayment of Loan to Employees 130,000 75,250
Payments for Purchase of Company Shares {155,947) (211,831)
Dividend Payment (3,597,663) {3,152,766)
Net cash provided by/{used in) financing activities (3,344,172} {3,368,795)
Net increase/{decrease) in cash held (1.847,411) 1,137,114
Cash and cash equivalents at the beginning of the financial 2,631,979 1,475,480
year
Effects of exchange rate changes on cash and cash
equlvalents 248,229 19,385
Cash and cash equivalents at the end of the financial year 1,032,797 2,631,979

The above cash flow statement should be read In conjunction with the accompanying notes.
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Notes to the Financial Statements

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a)

b)

¢)

d)

Basis of preparation

The financial report covers the economic entity of Atlas South Sea Pearl Ltd and its
controlled entitles, and Atlas South Sea Pear! Ltd as an individual parent entity. Atlas
South Sea Pear Lid is a listed public company. incomporated and domiciled in
Australia.

The financlal report of Atlas South Sea Pearl Ltd and its controlled entities has been
prepared In accordance with Australian Accounting Standards, which includes AIFRS,
and the Corporations Act 2001, Campliance with AIFRS ensures that tha financial
report, comprising the financial statements and notes thereto, complies with
Interntational Repoerting Standards (IFRS),

Revenus recognition

(a) Sales Revenus compriges of revenue eamed from the sale of products or
services to entities outside the consolidated entity. Sales revenue is
recagnised when the goods are provided or when tha fee In respect of
services provided is receivable.

{b) Interest Income is recognised as it accrues,

() Asset Sales Revanue comprises of the gross procesds of the assets. The
profit and loss oh disposal of assets i3 brought to account at the date on
which an unconditional contract is signed.

Biolugical Assets

The cost of pearls grown by the Group is the fair value less estimated point of sale
costs at the time the pearls are harvested.

QOystars are measurad at thelr falr value less estimated polnt of sale costs. The falr
value of oysters is determined by using the present value of expected net cash fiows
from the oysters, discountad using a pra-tax market determined rate.

Changes In fair value lass estimated point of sale costs of oysters are recognised In
the ingome statement in the year they arise.

Pearls are initially measured at their fair value less estimated paint of sale costs at the
time of harvest. The falr value of pearls Is detarmined by reference to market prices
for pearis at the ime of harvest.

The gain on initial recognition of pearls is recognised in the income statement in the
year of harvest. At the time of harvest, pearls are recorded as Inventory.

Other accounting policies

A full description of cther accounting policies was included in tha financial report for
the half year ended 30 June 2007 and will also be Included In the 2007 annual
raport,

Page 7
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ATLAS SOUTH SEA PEARL LIMITED Appendix 4E
ABN 32 009 220 053

o)

Changs in accounting policy

In the year ended 31 December 2007 the Group changed its accounting policy for
Biological Assets.

The group has applied AASB 141 Agriculture. The standard requires that all
Inventories, which meet the definition of a biological asset — a living animal or plant,
shall be measured on Initial recognition and at each reporting date at ts falr value
less estimated point of sale costs, except where the fair value cannot be reliably
measured,

In previous reporting periods tha diractors believed that the mast appropriate market
valuation for their oysters was thelr cost of production due to there being no market
for oystars by which a raliable valuation comparison can ba made.

The change in policy was necessary for the financial report to provida more relavant
information about the Groups financial position, finandal performance and
cashflows. The new policy has beean applied retrospectively.

it was not practicable to adjust amounts relating to pariods prior 1o those presented
belaw, including the adjustment required on the opening balance sheet for the year
ended 31 Decembear 2006 and therefore the impact for the 2008 Income statement.
The change In accounting policy has been applied from 31 December 2008, prior to
this date the Directors beliave that they were unable to distinguish the Information
that would have been available when the initial financial report for that prior period
was authorised forissue

As a result opening retained eamings for the year ended 31 December 2007 was
Increasad by $2,193,466, reflacting the initlal recognition of oysters and of
harvested pearls, the tax effects of the recognition and the effects of moving from a
cost to fair value basis an consolidation,

Page 8
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ATLAS SOUTH SEA PEARL LIMITED Appendix 4E
ABN 32 009 220 053
Notes to the Financial Statements (continued)
2. Revenue
Consalldated
2007 20086
$ s
Sales Revenue
Sale of goods 14,333,149 12,646,772
Services 11,807 44,519
Other Revenue
Interest income 70,368 99.423
Other revenues 34,354 10,855
Revenuo 14,449,678 12,701,369
Change in net market value of biological assets
Change in fair value less point of sale costs 5,206,275 -
of oysters
Gain arising on initial recagnition of 795,537 -
harvested pearis
6.091.812 -
Other Income
Foreign sxchange gains 437,983 568,560
Gain on sale of non-cumrant assets . - 4,109
Other Income 6,529,785 £§72,669
3. Profit before Income tax includes the following speciflc expanges:
Finance Costs
Interest and finance charges payable 5,079 3,585
Exchange losses on foreign currency borrowings 12,594 -
Finance costs expensed 17,673 3,585
Administration expaensas from ordlnary activitles
Operating lease rental costs 101,429 66,957
Movemnents in provisions
Depreciation property, plant and equipment 74,936 61,684
176.365 128,641
Othar axpenses from ordinary activities
Movements in provisions
Provislon for employee entittements 65,107 42,123
Foralgn exchange loss 525,720 - 320,350
590,827 362,519
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ATLAS SOUTH SEA FPEARL LIMITED Appendix 4E
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Notes to the Financial Statements (continued)

4,

5.

Earnings per Share

Consolidated
2007 2006
CENTS CENTS
Basic aarmings per share (cants per share) 8.96 3.64
Diluted eamings per share {cents per share) 8.08 3.64
Consolidated
2007 20086
Earninga reconclilatlon $ L
Net profit/(loss) used for basic eamings 8,046,044 3,235,566
After tax effect of dilutive securities - -
Diluted eamings 8,046,044 3,235,568
The Number of shares used in the EPS No. No.
calculations are as follows:
Walghted average number of ordinary 89,825,821 88,880,771
shares .
Diluted weighted average number of ordinary 59,825,821 88,960,771
shares

Diluted earings per share is calculated after taking into consideration all opticns and any
other securities that were on issue that remain unconverted at 31 December as potential
andinary shares. There were no options or other equities on issue that would create a
dilutive effect as at 31 December.

Financial Instrumants

Consolidated

2007 2006
Derivative financial assets 13,003,609 3,037,797
Derivative financial llablilities (13,039,628) (3,030,967)

Dervative filnancial assets and liabilities comprise forward foreign exchange contracts
and foreign cumency options which are in place as cash flow hedges. Gains and losses
arising from changes in fair value of foreign exchange contracts are recognised in the
incoma statement in the period In which they arise. These flnancial instruments are
classed as held for trading.

10
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Notes to the Financial Statements (continued)

8.

inventorles

CURRENT

Pearis — at falr value at deemed cost

Pearis — at cost
Other — at cost

NON CURRENT
Nuclai = at cast

TOTAL INVENTORY

7. Biological assots

CLURRENT
Oysters — at cost
Oyatars — at fair valug

NON CURRENT
Qystars — at cost
Oysters —- at fair value

Total Blological Assets

Borrowings

CURRENT
Securad
Bank Loan

Total sacured current borrowings

016/020
Appendix 4E
Consolldated
2007 20086
2,413,840 -
- 1,434,492
§14,567 299,920
3,228,207 1,734,412
77,671 85 343
3,305,878 1,819 755
- 3,866,868
8,569,494 -
8,560,484 3,866,668
- 5,572,596
9,323,674 -
9,323 674 5,572,506
17,803,168 0,438,484

Consalidatad

2007 2008
$ $
279,438 -
276,438 -

11

This loan is secured by a registered first debenture charge over the assets of the
Company. The bank loans are provided under a Japanese Yan facility with a fixed
interest rate of 3.06% and are repayable within the year.
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ATLAS SOUTH SEA PEARL LIMITED
ABN 32 009 220 053

Notes to the Financial Statements (continued)

9. Contributad Equity

Fully paid Ordinary Shares

Appendix 4E

Consolldated

io1v/020

Reconciliation of Contributed Equity 2007

Ordinary Shares :

At the baginning of the financial year
Shares issued

Shares bought back and cancelied

At the end of the financial year

Reconciliation of Contributed Equity 2006

Ordinary Shares :

At the beginning of the financial year
Shares Issused

Shares Forfeitaed

Shares acquired

At the end of ths financial year

2007 2008
$ $
18,544,815 198,260,762
No. $
89,313,280 19,260,762
1,100,000 440,000
{367.,380) {155,847)
80,045,890 19,544,815
No. $
87,810,254 18,849,082
2,800,000 812,000
(650,000) (188,500)
646,974 211,830
89,313,280 19,260,762

10. Resarves

Forelgn Currency Translation Resarve
Employee Share Reserve

Consolldated

2007 2006
$ $
6,250,203 4,488,594
(35,095) (10,452)
6,224,108 4,468,142

The foreign currency translation reserve records exchange differences arising on
translation of foreign contralled subsidiaries to the reporting.

The employee share reserve records the value of equity based remuneration to

executlves of the company.

12
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Commentary on the Results

1.

3.

5,

Yaar in Parspective

The 2007 year saw an excellent and significant improvement In revenue and profit for
Atlas South Sea Pearl when compared with 2008. The unaudited revenus and net profit
after tax figures for 2007 were: $20,979.473 and $8,046,044, respectively,

Operational targets were maintained and wa saw improvement in psarls harvested,
partcularly from oysters seeded a second fime. The Company launched & search to find
altemative sites for pearl cultivation outside Indonesia and has established that the North
East of Bomeo In Malaysla offers considerable potential.

The Company’s balance sheet and cash flow remain strong allawing the Company to pay
two fully franked dividends. The dividends, each of 2.0 cents per share, were paid In the
months of May and Qetober, 2007,

Preduction activities

Juvenile ayster survival was affected by the commencement of the monsaon in late 2007,
which was of & greatar severity than previously experienced in Bali due to prevaliing La
Nina conditons. Good numbers of new season juveniles were produced in both the
Lombok and Bali hatcheries and management is focussad on maximising thelr survival
through this critical paried.

Just over 400,000 oysters were seeded in Indonesia during 2007 (2006 — 380,000). The
company was able to sell nearly 200,000 pears [n 2007 {2008 — 198.000). The average
size and unit price of pears sold in 2007 increased form the previous year resufting in
highsr revanue from loose pearl sales.

Diversification

A successful search for new sites in 2007 saw the Company apply for approval to farm
pearls in the Malayslan state of Sabah. Government business and incaentive approvals
have been granted for the project and we are now processing our land and sea lease
applications with the local authorities. The requested sites have potential for all aspects of
pearl cultivation including hatchery production.

Production tochnigues, research and development

After several years of experimenting with improved selection and re-seading tachniques,
Atlas harvested a small but exceptional crop of pearls from second time seedsd oysters.
The quality of these pearls matched that for our pearl harvested from first ime seeded
oysters but the pearls were larger and had a higher round percentage. In the past, the
quality of the second harvest pearls was lower than that for the first so this is a significant
braak through,

The ongolng programme of research with James Cock University continues. Significant
differences in the growth and survival of the population of oysters in this study have been
relatad to their heritage and a8 breeding programme to maximise performance has been
established for the future. The final piece of infarmation, pear quality, will be available in
2008.

Marketing
The Company continues (o be representad by the pearl marketing and trading company
Pearfautora International (PAI).

The Company underlined its commitment to the development of value adding through
jewellery production and retall selling with the employment of Michael Schaafsma as
Retail Opsrations Manager. Growth In retall and associated ravenue grew by 52% in 2007
and we are looking at further improvement in 2008,

13
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ATLAS SOUTH SEA PEARL LIMITED Appendix 4E
ABM 12 D09 220 053

6. Share Buyback

Tha Company's share buy back programme Initiated in 2008 continued in 2007. A total of
367,390 shares were purchased by the Company for $155,247 in 2007. The Company
does not have an immeadiate plan to buy back any mors shares at this time.

14
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Other Information
Net tangible Assets backing per share
Consolldated
2007 2008
$ $
Net assats 23,388,932 18,198,998
Less intangible asssts - -
Net tangible assets 23,388,932 18,198,998
Number of shares outstanding 80,045,890 89.313.280
Net tangible assets per shara $0.26 $0.20

Acquired or Disposad to Controlled antitias

On 21 June 2007 a nominee company was incorporated as a vehicle for undertaking
operations in Malaysia, Asplrasl Satda Sdn Bhd is a private company limited by shares,
domiciled and incorporated in Malaysia. Tha company has commenced business in this
reporting periad, however the contribution to the groups profit from ordinary activitles Is

immaterial to disclose separately.

There were no acquisitions or disposals of controiled entities during the financial year

endad A1 Decembar 2007

Assoclates and Jolnt Ventures

There are no assoclates or jeint vanture entities that the company Is assoclated or

related to.,

Compliance Statement

This report has been prepared In accordance with Australlan Accounting Standards,
which includes AIFRS and the Corporations Act 2001, Compliance with AIFRS ensures
that the financial repart, comprising the financial statements and notes thereto, complies
with International Reporting Standards (IFRS). It is lodged with the ASX under Listing
Rule 4.3A,

This report and the financial statements upon which the report is based use the same
accounting policies. This report gives a true and fair view of the matters disclosed.

The accounts are in the process of being audited. No qualifications ar anticipated from

the auditor. The audit report by the auditor will be Included in the Atlas South Sea Pearl
Limitad Annual Report for 31 Decamber 2007,

w ~ END



