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INIDEPENDENT AUDIT REPORT TO THE MEMBERS OF ATLAS PACIFIC LIMITED
SCOPE

We hove cudited the financial report of Aflas Pacific Limited for the financial year ended
31 Dezember 2701 as set out on pages 15 to 43. The financial report includes the consolidated
financial staterments of the consolidated entity comprising the Company and the entities it
controlled at the years end or from time fo time during the financial year. The Cormpany’s
Diraciors are responsible for the financial report, We have conducted an independent audit of
this financial report in order to express an opinion on it fo the members of the disclosing entity.

Our audit has been conducted in accordance with Australian Auditing Standards to provide
reasohable assurance whether the financial report is free of materdal misstatement. Our
procedures included examination, on a fest basis, of evidence supporting the amounts and other
discloiures in e financial report, and the evaluation of accounting policies and significant
accounting estimates. These procedures have been underiaken to form an opinion as to
whetrer, in all material respects, the financial report is presented fairly in occordance with
Accounting Standards and other mandatory professional reporting requirements and statutory
requinzments so as to present a view which is consistent with our understanding of the disclosing
entity’: and the consolidated entity's financial pesition, and perforrmance as represented by the
results of their operations and their cash flows.

The audit opinion expressed in this report has been formed on the cbove basis. E

O ‘Dl 'M‘i
AUDIT OPINION S @ gw é

a
]
R

In our opinion, tre financial report of Atlas Pacific Limited Is in cccordance with:

{c) the Corprorations Act 2001, including:

(i) giving a true and fair view of the Company's and consclidated entity's financial
posi-ion as at 31 December 2007 and of their performance for the year ended on
that date; and

(i) comrplying with Accouniing Standards and the Corporations Regulations 2001; and

N 117111

02028138

PROCESSED
, j APR 1 0 2002

GF.BRAYSHAW, FCA THOMSON

Poriner FINANCIAL
28 March 2002

Perth, Western A ustralia A (

44




Ve MV E.Yde A4 BL S8 F9J0 TORD AllAaw FALVIPLIG =S 2nUURLILI1IERS BACH Wl 002

ATLAS PACIFIC LIMITED
SHAREHOLDING INFORMATION

The iss sed capital of the Company as at 25 March 2002 is 79,343,072 [2000: 54,751,017) ordinary

shares. In addifion to this there are also

e 8,062,500 options (2000: 8.062,500) exercisable at 30 cenis on or before 14 Octaber 2002,

» 525,000 options (2000: 800,000) exercisable af 30 cenis 6n or before 31 December 2002,

» Ni (2000:; 2:,613,009) secured convertible notes which matured on 23 March 2002. Each
convertible note can be converted info one fully paid ordinary share.

DISTRIBUTION OF SHAREHOLDINGS AS AT 25 MARCH 2002

Share Convertible . Option Option
Holders Note Holders Holders
Holders
Expiry Date Expiry Date Expiry Date
23/03/02 14/10/02 31/12/02
Face Value Exercise Exercise
15 cents price price
30 cents 30 cents
1-1.000 144 11 - -
1,£01 - 5.00C 644 74 4 -
5,0C1-~10,00C 558 11 5 -
10,001 - 100.00C : 309 7 ‘ 27 2
100,001 and over 88 1 14 2
Number of holders 2,345 104 52 4

{aill shares have equal veting rights)

Number holdlings less than a

marketable sarcel {1,099 shares) 147 - -

PERCENTAG z OF TOTAIL SHARES ON

ISSUE HELD BY TWENTY LARGEST

HOLDERS 42.89% 61.54% 100% 100%

TOP :'0 SHAREH OLDERS AS AT 8 MARCH 2002

Number Percentage
Dampier Investment Group 13,425,744 17.01
Pearlguiore International Py Lid 3,902,149 495
ANZ Nomineges 2,221,795 2.82
Capital Property finance Pty Lid 2,094,155 2.65
Arrow Pearl Ca Pty Ltd ' 1,952,934 2.47
RP Poernomo : 1,290,000 ' 1.63
GM (Cotlle 1,200,000 1.52
Doman Pty Lid , 1,000,000 1.27
Development Analysis Pty Lid 782,389 0.9%
Citic-arp Nomiriees Ply Limited 731,330 0.93
Merrill Lynch (Australia) Neminees Pty Limited 725,724 0.92
Anelgz investments {NZ} Lid 608,600 0.77
Noble Investmants Pty Lid 600,000 0.76
Tempest Pty Ld 550,000 0.70
D.G. Williams 500,066 0.63
C.& B.Carr 500,000 0.63
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TOP 2) SHAREH!JLDERS AS AT 8 MARCH 2002 (Coni)

Number Percenfage
Ord § sperannuation Pty Lid 473,000 0.60
B. Welch 428,000 0.54
.M. Fatrick 399,994 .51
D.L. Eckersley , 375,000 0.48
PERCIENTAGE O= TOTAL SHARES ON ISSUE HELD BY 33,760,880 42.78
TWENTY LARGEST SHAREHOLDERS
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ATLAS PACIFIC LIMITED
A.C.N. 009 220 053
NOTICE OF MEETING

Nofice is hereby given that the Annual General Meeting of members of Aflas Pacific Limited will
be held af 6§ Rou: Head Road. North Fremantle, Western Australia on 22 May 2002 at 10.00 am.

GENER.AL BUSINE:S

To receive the Financial Statements and the Reports of the Directors and Auditors for the year
ended 31 Decernber 2001 {no resolution required)

To consider and if thought fit o pass the following resolutions:
1. As Ordinary Resclutions to elect Directors

(i) Professar A.M. Kerr retires in accordance with Section 201(C) of the Corporations Law
and oflsrs himself for re-appointment, he being o candidate for election who has
attained the age of 72 years, he being 80 years of age.

(i) Admiral R.P. Poernomo retires in occordance with Section 201(C) of the Corporations
Law and offers himself for re-appointment, he being a candidate for eleciion who has
aflainedd the age of 72 years, he being 75 years of age,

() In accordance with regulation 3.6 of the Company's Consfitution Mr. S.J. Arrow refires
and, being eligible, offers himself for re-election.

2.  As an Ordinary Resolution

"In accordcince with regulation 10.2 of the Company's Constitution, the aggregate amount
of Directors' remuneration is not to exceed $250,000 in any one financial year.”

To trarsact any pther business, which moy be brought forward in conformity with the Company's
Constitution.

BY ORIER OF THI BOARD

S.C.B ndams
Company Secretary

28 March 2002

Perth, Westem Australia

For the: purpose of Section 1109N of the Corperations Law the directors have specified 10.00 am
on Mcnday 20 May 2002 as the time and date on which the identity of those who are entitled to
attencl and vote at the meeting will be determined.

A meinber entilled to aftend and vote at a meeting of the shorsholders of the Company is
entitled to appint not mere than two proxies to altend and vote instead of the member. If two
proxie; cre apppainted, and a member does not specify the proportion or number of the
mermnker's vole: each proxy may exercise half the votes. A proxy need not be a member of th
Comgany. v :
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ATLAS PACIFIC LIMITED
A.C.N, 009 220 053
FORM OF PROXY
The Secretary
Aflas Pacific Limited
P.O. Bex 291
NORTH FREMANTLE WA 4159

.................................................................................................................................................................................

.................................................................................................................................................................................

or failing him/he", the Chairman of the meeting as my/our proxy to vote on my/our behalf at the
Annual General Meeting of the Company to be held on 22 May 2002 and at any adjournment
thereaol, in the manner indicated below. or in the absence of indication as he or she thinks fit.

PROPCSED RESCLUTIONS

Ordincry Resolutions 1 {i) For ...... Against ...... Abstain ......
{if) Fdr ..... Against ...... Abstain ......
{iiy For.... Against ...... Abstain ......
2 For ..... Against ...... Abstain ......

(Sharehalders to indicate by a tick in the spaces above how G proxy holder is to vote in respect
of the above re: olution.)

Signec| by the scliid Member this ... day of et 2002

Shareholder's SIONQIUrE ......vivvrecceericcenrereieinr e ceeraresssse e tssuneeaaererens
OR

T (T (o] QS VU T et rRmseerearecuarreneyeinnanaestnsnnnrnntn

(1Tt (o TP AT ot (=1 Lo | oV U UUPURR OV

The Commen Seag! of the
memker was hereunto
affixedd in accordance with
its Arficles of Association

PROXIES

Forms of proxy rnust be deposited at the registered office of the Compony in Perth not less than
forty-eiight {48) hours before the time appointed for the holding of the meeting. An electronically
fransmitted facsimile of any instrument appointing @ proxy received by the Company ond
apparently sigrad by the appointor or his/her or its attorney shall be sufficient instrument of proxy.
The fccsimile number to which a proxy forrm may be sent is (618) 9334 7955.
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Corporate McHers:
Several corparate moves have taken place since the last yearly report was presented to you.

We had raisedi capital in 1999. through the issue of convertible notes at an atiractive interest rate
anc conversion rate, to finance expansion and further operations. The onnouncement of our
maiden dividend in October precipitated the conversion into shares of 6% of the outstanding
notess, thus ircreasing our shdres on issue by 23.8 milion and decreasing our interest and
redemption costs by $3.757 million. At this point the company also has 8.588 milion options on
issue most of which are expected to be exercised by October of this year.

The shore price, reflecting growing recognition of the Company’s strength in operational and
financial perforrmance has risen considerably over the year from o low of 18 cents to a high of 42
certs. At the vear's close it was 39 cents.

Coimpany pramotional activities were carried out throughout the year by several of your Directors
culininating in December with a presentation In Sydney and several print and felevision
interviews. The resulling exposure and good news gbout Atflas saw a signifi ccnf increase in
inte rest in the Company and g rise [n share price.

Bill McCartnay. of “Cahoots” in Sydney, who visited our Waigeo site with his cameraman in
November, has completed a promotional video for Atflas.

Sheireholders are aware of our offer fo enable shareholders fo purchase our pearls either directly
or by corresp ondence. This question had been raised by shareholders over g peried of years and
it was clear that there was a desire on the part of some shareholders to have one or two pieces
of juality product which they had helped to create. Altogether some 250 pears were made
avdailable by Atlas before Christimas for purchase by shareholders at a discounted price. About a
quarter of these quality pearls have so for been sold and the response from those invalved has
bezn very pusitive.

Socio-Econainic and Security Matters:

The: Indonesicain economy, like many others in South East Asia, is still finding it very difficult to make
ends meet, But in socio-political ferms internal security and polifical pressures seem to have
stobilised somewhdt since the accession of Megawali Soekarnoputri o the Indonesian
Pre:sidency.

Thes policy oF devolving more political and economic pewer and regulatory functions from the
central govarnment to the regional and local level is still in the process of being implemented
and is welcaomed as a move 1o give local areas a sense of control over their own destinies. No
acverse impact on our operations has so far been felt — in fact our staff on site are now able to
get closer t¢ the getual decision makers.

Our relationships with the local villagers are sornething that we have continually to be working at
for they are fluid and ever-changing, sometimes for no apparent reason. Danlel Bradbury, who
wais specifically employed for this purpose, lives in the village of Selpele and maintains a rappert
with the villagers through the activities he has initiated, to ensure that our Company rermains
perceived ¢is a frue benefactor.

The Indonesian Navy has been visibly active in mainfaining a securify presence in the area and
establishing ouftposts of marines at two nearby locations. The presence of the Navy in the area
shovuld assist in the maintenonce of low ahd order.

A« far as sovereigh risk In general and security of our own site in parficular are concemed. we feel
reasonably secure because of the overt deterrent presence of the Water Police we employ and
this has been reinforced by employing a security manager to take over responsibility for




caverseeing security on site.

Future:
As already pointed out, your Company is now in a very sound position.

We have, in the process of developing from fledgling to well-established pear farmer. earned the
raspect of other pearl farmers in Indonesia and Australia and are now seen as one of the industry
lkeaders.

e have u team of highly qudlified and very experienced peari farmers who can literally take
tnemselves anywhere, provided external conditions are conducive to good farming., and
eistablish ¢ successful pearl farm. Alternatively, they could bring their skills fo bear on poorly-
rmanaged operations and turn them around. We have now discharged the debts we had
perforce to incur in our Company's developmental stages and this gives us great financial and
corporate flexibility, As well, by projecting from our own on-site experience. built up now over
some yeadrs, we can see a continuance of sirong cash flows in the absence of any unforseen
circumstances.

| believe that we are well placed to consider any proposals for further development of the
Company providing they are of benefit to its shareholders. As can be gauged from rmy remarks
cbove this can take one or several of many forms and you can rest assured that your Board will
examine every possibility carefully and apprise you of the results before acting.

Conclusiory;

This past yaar has been a successful ene for Aflas Pacific and its success is due in ho small bc:rt to
1ne efforts of its staff in the field and in head office.

| do believe that we have one of the best pear farming teams assembled anywhere and | can
justify that assertion by reference to the results of thelr labours in terms of quantity, quality ond
value. | went to fake this opportunity to thank them — 179 Indonesians from various parts of the
crchipelagio and 10 Ex-patriates from various parts of the world. along with six staff in Fremantie.

Over all sits the Board, responsible for policy and strotegic planning. | do wish to thank my fellow-
Directors for guiding the Company so well.

A

A

Alex Kerr
Chairman
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V/ALTER FREDERICK JAMES, M.LE. (Aust), F.ALC.D.
MON EXEC JTIVE DIRECTOR

Mr James has considerable experience in commerce as a Direclor of public and prvate
companie: and is the Principal of the business consulting firm, W.F. James & Associotes Pty Lid,
specialising in general management and corporate re-structuring. He is a Director of several
private cornpanies.

Chairman of the Audit Committee. Appointed Director on 23 March 1999,

ADMIRAL FADEN PANDJI POERNOMO
HON EXEC JTIVE DIRECTOR

Netired Frst Admiral R.P. Poermmomo is the Company’s Jakarfa-based Director. A former
Commancler in Chief of the Indonesian Heet, Admiral Poermomo is responsible for senior
government ligison at both the ceniral and provincial level. He is the Vice Chaimnan of the
Indonesiar, Pearl Culture Association. and a mermber of the Board of The Indonesian Hsheties
FFederation. He is also the Vice Chaiman of the Internctional Relations institute of the Jakarta
I“hamber of Commerce and Industry. Admiral Poernomo is the President Director of the
Indonesiarn PMA {Foreign Investment] company, P.1. Cendana Indopearls, through which the
ipearling project is conducted.

appointe:l Director on 30 Novernber 1995,

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

Dr Taylor is @ marine biclogist and aguacuiturist whose PhD research specialised in the husbandry
of Pinctacla maxima pear oysters. Since 1989, Dr Taylor has been Involved in the management of
aquaculfi.re operations, mainly associafed with South Sea pearl farming. He has acquired
extensive knowledge about the bioclogy of pearl oysters and has presented many research
papers or this subject. Dr Tayler commenced employment with the Company in 1996 and has
overseen the development of the project to ifs current level of production.

Member of the executive committee. Appointed Director on 13 September 2000.

DIRECTOHRS' MEETINGS

The atterdance at meetings of the Company's Directars including meetings of cammitiees of
Directors is shown below:
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ATLAS PACIFIC LIMITED AND ITS CONTROLLED ENTITIES
DIRECTORS' REPORT

The Directors present their report fogether with the financiol statements of Atlas Pacific Limited
("tte Company”) and the consolidated accounts of the economic entity. being the Company
and its conlrolled entities, for the year ended 31 December 2001 and the guditor's repott
thereon.

DIFECTORS

Sinze the la:t annual report, Mr. L.F. Petersen resigned os a Director of the Company, effective
from 31 August 2001.

The: Director: of the Company at the date of this report and their relevont background details are
as follows;

ALZXANDER ACBRIDE KERR, B.A., B.Sc. (Econ), M.A_, Ph.D. ‘
CHAIRMAN OF THE BOARD

Professor Kerr has worked as a consultant on economic development in twenly different countries
spanning Eu‘ope, the Americas, the Middle East, Asia, South East-Asia and the Pacific Islands for
varous Govamments and infemational agencies including ECAFE, OECD, Colombo Plan, UNDP,
ES(CAP, and ILO. He has been visiling professor and visiting feliow at several universities in America,
Thailand anicd Indonesia and has published many professional articles and several bocks on the
developmetrt of specific regions including Western Australia and the Indian Ocean region. He has
been Depuly Vice-Chanceller of Murdoch University, Deputy Chairman of Challenge Bank,
Chairman «f the Westem Ausiralion Consumer Affairs Council, a Directar of the Joondalup
De:velopment Corporation and o Director of National Ol N.L, He is currently Chairman of Bio-
mianageme nt Systerns Pty Lid and o Commissioner of P.T. Cendana Indopearis through which the
pe:aring project is conducted. He has worked extensively in Indonesia since 1970.

Chairman ¢l executive committee and member of the audit cormmittee. Director since 31 August
1993 and Crairman of the Company since 30 May 1997,

GI:ORGE RCIBERT WARWICK SNOW, B.Ec, F.A.L.C.D.
DEPUTY CHAIRMAN OF THE BOARD

M- Snow is ¢ graduate in Economics from the Australian National University and has had 28 years
erperience in finance. properly development, real estate management and equity finance., Mr
Srow is the Managing Director of the Sydney based Dampier Investment Group Pty Limited. an
equity finarcier involved in sfrategic company management. He is also the Chairman of Biron
C.apital Limited.

Member of "he execulive committee. Director since 28 Octlober 1997,

STEPHEN JOl{N ARROW

N DN EXECLTIVE DIRECTOR

Mr Arrow has 22 years experience in the pearling industry in Western Australia and the Northern
Terrritory ancl is Managing Director and owner of Arrow Pear Co Pty Lid, Western Pearlers Piy Ltd. a

Director and co-owner of Dampier Pearling Co Piy Ltd,

Appointed Director on 29 June 1999.
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Director Period Directors’ Audit Cornmittee Executive
Meelings Meelings Committee
Meetings
H A H A H A
A_M. Keir 01/01/01 - 31/12/01 b 2 2 6 é
G.R.W. Show 01/01/01 -31/12/01 6 6 - - 6 6
L.F. Pete'sen 01/01/01 - 31/8/01 4 4 - - 3 3
R.P. Poermomo | 01/01/01 - 31/12/01 é 4 - - - -
W.F. Jarr s 01/01/01 - 31/12/01 é 6 2 2 - -
S.J. Arrow D1/01/01 - 31/12/01 6 é - - - -
10U Tayler | 01/01/01 - 31/12/0] 6 5 - - 3 3
-
H —Held
A — Attendad

1. Mr J. Taylor was appointed to the Executive Committee on 17t September 2001.

C-ORPORATE GOVERNANCE

The Board of Directors is responsible for the corporate governance of the consolidated entity
including its strategic direction, establishing management goals and monitoring the achievement
of these objactives. The Board has established an executive committee and an audit committee
to assist it in the execultion of ifs responsibilities.

The Board of Directors is made up of one executive Director and five non-executive Directors. The
inclependence and objectivily that is provided by these Board members ensures thai the
peformancs of management is impartially scrutinised and directed as required. The Board
members biing together a wide range of experience and expertise, both nationally and

internationally.

Directors are permitted to own shares in the Company. Howeaver, Company policy prohibits
Direxctors ancl senior management from dealing in Cornpany securities it they are in possession of
price sensitive: information that has not been released to the market.

Each Director has the right to seek independent professional advice at the consolidated entity's
expense where this advice relates to the Directors’ duties and responsibilities as ¢ Board member.,

Liudit Cominittee

As at the clate of this report, the economic enlity has an audit committee, the members of
which are Mr W.F. James and Prof A.M. Kerr. The role of the committee is to adyvise on the
establishmant and maintenance of a framework of internal control in relation to the financial
reporting o° the business activities. The activilies of the commitiee ensure thai the financial
irformation prepared for use by the Board in determining policies or for jts inclusion in the
financial report is of the highest quality and reliability possible. The committee, from fime fo
time, invite; the External Auditor, the Managing Director, the Financial Coniroller ond the




28/03

0a inu

10,49 I'HAa V4L VvV JTJGV SV

&S

Company Accountant to provide information at their meetings.
Executiviy Committee

As at the date of this report, the economic entity has an executive committee, the members
of which are Prof A.M. Kerr, Mr G.R.W. Show and Mr J.J.U. Taylor. The role of this committee is fo
provide ¢ framework for the Board of Directors to function in an effective monner by providing
direction in terms of strategic development for wider discussion by all Board members. This
committee also carries out the tasks of the remuneration committee, those being to review
and make recommendations to the Board on the remuneration packages and policies
applicable to the senjior executives and the Directors themselves [detqils of Directors'
remunerclion are shown at Directors’ Emoluments in this Directors’ Repert and at Note 24 to
the accaunts). Remuneration levels are competitively set to afiract the most qualified ond
experienced senior executives for the jobs they perform.

ACTIVITIES AND REVIEW OF OPERATIONS

The Consolidated Entity continues in the sole activity of pearl production.
Jperating Resulls

‘We are plaased to announce an end of year profit after income tax of $4,150,770 for 2001. This
i5 g large increase on the year 2000 profit of $2.472,159. The significont improvement in
furnover from June 2000 to June 2001 saw the Company named as one of Australia's fastest
growing companies by the influentfial magazine. Business Review Weekly

Fear! Farm Operations, Waigeo Islend, FPapua

During 2001 pear project infrastructure has been further improved, A well-equipped workshop
tas been completed along with an office/adminisiration building including pearl grading
facilities. p=zar storage vault and medicai clinic. Additional staff recruited to support our
e xpanding project, are housed in new accommodation at the Alyui and Batu Terio campsiies.

On the water the farrm has continued to expand in size. There are now over 142 km of rope
long-iines i Alyul Bay housing over 600,000 matfure oysters. At least another 20 km of lines and
floats will ke deployed in 2002. A cleaning boat has been built. bringing the cleaning boat
flizet to four vessels working two shifts a day up to six days per week.

Production from our own hatchery has been augmented via a technical exchange
artangement with another Indonesian based operator and haos ensured that we have
sufficient juveniles to continue increasing the numbers of oysters that we can operate. Atflas
continues to seek synergistic relationships with other pearl producers.

We have now harvested over 90,000 pearls from the oysters seeded by our in-house technical
team. The improvement in quality has been dramatic, particularly in the percentage of high
vcilue round pearls. At the same fime, we have greally reduced the production of pearls with
colours anc' shapes that reduce value. A major breakthrough has been the successful move
away from tradifional Japanese methods of caring for recuperafing oysters following
operation. Dur new technique reduces the cost involved in postoperative husbandry and has
led to impraoved retention rates, reduced mortality and better pearls. These advances have
eriabled us "o exceed the predicted operating target of 150,000 oysters by more than 88.000.
The total nunber of oysters seeded, or re-seeded following harvest and X-ray, during 2001 was

238,000.

We now hove nine qudlified technicians. with a further two being frained. Two of our
Incdonesian technicians, Laila Albaar ond Sugiwati Ndolu, spent three months in Australia




operating at the Arrow pearl farm near Broome as part of an ongeing technical training and
exc hange programme.

Staif

Some major changes have occurred within the management structure of Atlas Pacific and
our Indonesicn subsidiary, PT Cendana Indopearls. Lucian Petersen, after eight years as the
cornpany's C:EO and Managing Director, resigned his position to join the pearl marketing
groJp, Pearautore International. as their General Manager. Pearlautore is responsible for
seling Atflas peari products. Former Project Manaoger. Joseph Taylor was subsequently
appointed ai Attas Pacific's CEQ/Managing Director. David Schonell, our longest resident
emoloyee, Fas been appointed as the Project Manager. David Ramsay. Australia’s former
Naval Aftaché in Jakartq, has joined the company as Assistant Project Manager and Jens
Knciwer has moved from the hatchery to fill the new role of Operations and Technical
Maager. Kete Simpson now manages the hatchery. Jake Barton has been employed to assist
with juvenile husbandry whilst Jason Parsons manages much of the farm's general activities.
Terry Rout ani Ryan Arnup provide excellent logistical support in the building and engineering
fieldds. :

QOui Perth offlice relocated to North Fremantle and shares the new premises with Arrow Pearl
Co. Two of cJr longer serving staff, Linda Bell and Mia Banasiewicz decided not to complete
the move. Brian Hardi (an Indonesian nalional) and Kylie Davies have filled their positions of
Accountant cind Office Assistant, respectively.

Sacio-Political and Security Situation

The change In presidency to Megawati Soekamoputr has resulted in improved stability in the
indonesian crchipelago. The Company continues to maintain and improve its standing in the
local community and with the government bodies that administer the Sorong region. This is
critical as pewer is divulged from Jakarta through the implementation of regional autonomy.
To «assist in our endevours we employed Daniel Bradbury as Community Relations Manager.
The Company has expanded its community aid projects, assisting in the rebuilding of local
schools and «hurches, providing electricity to the local Selpele village, supporting students o
coritinue their stiudies as well as our ongoing commiiment o provide medical and iransport
assistance.

Follswing the difficulties experienced in 2000, we have employed a full-time Security Manager.
His =fforts hove greatly improved the security of our farm and no organized thefis or security
breaches have occurred during 2001. We will continue in our efforts o ensure a safe and
secure workirg environment in Alyui Bay.

Pecrl Sales and Other Revenue
Four harvests were completed during 2001 resulting in over 85,000 quality pearls, 65,890 pearls

wele sold during the vear earning revenue of $10,856.678. These sales included eleven
kilograms of "“keshi” pearls, a by-product that results should a pear nucleus be rejected.




In a declining pearl market, the Atflas product achieved excellent prices as a result of
iryproved <uality. At the end of 2001, there were 29,067 pearls which remained unsold. The
unsold prociuct, along with a harvest in early 2002 were entered info the February Pearlautore
ouction arud achieved an excellent result (see "Matlers subsequent fo Balance Date").

A further 19,486 pearls were generated for sale from our joint farming operations in Sumbawa
and Sulaws:si, Goods sold during the year generated $ 162,148 in revenue.

V/e have confinued to sell Mother-of-Pearl and pearl meat, the by-products of our operation.
These activities have generated a further $ 43,008 in revenue. Work has commenced in

developing Indanesian markets for frozen pear! meat, mainly in Jakarta.

E wvironmental Issues

The Indonszsian subsidiary which operates the pearl farm gt Waigeo Island is required fo
cdhere o stict environmental regulations set down by the Indonesian authorities. Al
environmental reportiing and operating requirements have been met. The future success of
the pearling operation is dependent upon the adherence to stiict environmental standards.

Conclusion

The year 2301 has seen Atlas Pacific emerge as a recognized industry leader. The major
iricrease in pear quantity and quality has rewarded shareholders with a maiden dividend and
seen us recognized as the ninth fastest growing company in Australia by Business Review
Weekly. Allas Pacific has now fulfilied many of its original goals and investors can expect
further improvements during 2002. Allas Pacific now has a nurmber of new and exciting
cpportunitizs in the pearling industry and is well positioned both technically and financially to
rpursue further expansion. The Company looks forward fo another exciting and profitable year.
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ECCNOMIC ENTITY RESULT
The zonsolidated net profit after income tax of the economic entity for the financial year was:

2001 2000
$ $
Oreratling profit affer income fax 4,150,770 2,472,159

DIVIDENDS

On 5% Novemiber 2001, a dividend of two (2] cents per share was paid fo shareholders. This
dividdend was paid as an unfranked dividend. The Directors have declared a final dividend of
two (2) cents per share which will be franked to 1 cent. This dividend is due to be paid in April

200zl

OPTIONS

On | Sepftember 2001, 200.000 opflions exercisable at 42 cents and 170,000 options exercisable at
34.5 cents whizh had been issued to Lucian Petersen as Managing Director were cancelled upon

his e mployment ceasing with the Company.

During the fincincial year, 275,000 options exercisable at 30 cents on or before 30 June 2001 which
had been issued to senior staff were cancelled. None of the remaining options were exercised

during or singe: the last financial year.

No options wire exercised during the 2001 financial year. 1,006,084 options which had an expiry

10



date cf 14 Octcber 2002 have been exercised at a price of 30 cents each since the financial
year end and uo to the date of this report. 175,000 opfions which had an expiry date of 31
December 2002 have been exercised at a price of 30 cents each since the financial year end
and u;p to the date of this report As ot the date of this report, the unissued shares of the
Cempany that ¢re under option are:

Expiry Date Exercise Price Number of Options
14 Dctober 2002 $0.30 7.056.416
31 December 2002 $0.30 350.000

CONVI:RTIBLE NOTES

During the 2001 “inancial year, 23,806.942 convertible notes were converted to shares. Since the
yvear end, a further 731,080 notes have been converted fo shares. The remaining 149,987 notes
will be redeemed [$22,498) as a result of no election being made to convert them to shares by 23
March 2002.

DERIVATIVES ANKE) OTHER FINANCIAL INSTRUMENTS

The consolidater] entity's activities expose it to changes in foreign exchange rates. The Board has
confimed palicizs and procedures to manage this exposure. Derivative financial instruments are
used to hedge cash flows that are subject to foreign exchange rate risks and are not held for
speculative purposes.

MATTEHS SUBSEGIENT TO BALANCE DATE

Subsec.uent to it 2 year end. an aqucticn was held by Peariautore International in Sydney at which
the ouistanding stock of pearls at the year end, as well as pearls from o harvest which took place
in Janu ary, were offered for sale. As a resulf of sales from this auction, as well as sales prior o and
after this auction. nearly 42,700 pearls were sold which has realised sales revenue of $7.49 million.
There cire approdimately 740 pearls remaining on hand.

A final dividend of two (2) cents per share with a franking credit of one (1) cent per share was
declared on 15 March 2002.

The results of significant operation octivities ocre made available to shareholders and other
interesied parties through announcements to the Ausiralian and NASDAQ Stock Exchanges.

LIKELY -JEVELOPNIENTS AND EXPECTED RESULTS

The prce for Scuth Sea pearls continues to be uncertain. The Company believes that the
confinued improvement in the quality ond increase in quantity of pearls available for harvest in
2002 st.ould offse:t any lower market prices and therefore expects 2002 pearl revenues to exceed
2001 pzarl reveriues.

The Company tontinues to monitor the movement of foreign exchange rates against the
Austral an Dollar, especially that of the Japanese Yen which is the cumency that most of the
Compuny's revenue is denominated. Although efforts are made to limit the Company's
expost re to advearse movements in the Japanese Yen against the Australian Dollar, this is subject
to marizet influences over which the Directors can have no influence.
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The consolidated entity will continue to pursue its objectives of increasing profitability and market
share in the pecling industry.

DIREC 'ORS' BENEFITS

Detqil: relating to Directors benefits other than Director's emolurments can be found at Note 25 to
the accounts.

INDEMNIFICATIC'N AND INSURANCE OF DIRECTORS AND OFFICERS

Indemnification

The Cormpany Fuas agreed fo indemnify the following current Directors of the Company, Prof A.M,
Kerr, Mir R.P. Poemomo, Mr G.R.W. Snow, Mr W.F. James, Mr S_1. Arrow and Dr J.J.U. Taylor and the
following former Directors, Mr AA. Trevisan, Mr P.G. Jermyn, Mr LM. Murchison and
Mr LF, Petersen, ogainst dll liabilifies to another person (other than the Company or a related
body corporate) that may arise from their position as Directors of the Cormpany, except where
the liaoility arises out of conduct which involves negligence, default, breach of duty or a lack of
good faith. The agreement stipulates that the Company will meet the full amount of any such
liabilities, including costs and expenses.

Insuraiice Premitims

Since the end of the previous financial year the Company has paid insurance premiums of
$30.120 {2000 - $11.398) in respect of directors’ and officers’ liability and legal expenses insurance
contracts, for curent and former Directors and Officers.

DIRECIORS' EMULUMENTS

The E:ecutlive Commitlee is responsible for making recommendations to the Board on
remunaration and salary packages of Board members and senior executives of the economic
entity. The Boarcl's remuneration policy is to ensure that remuneration packages properly reflect
the pe-son's duties and responsibilities.

Senior executives may receive bonuses based on the achieverments of specific goals relating to
perforrnance of Ihe consolidated entity.
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Directors’ and Executlves’ Remunerolion
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SEUVURLILTLIES EXCH

o1l

Responslbilities

Directors
Fees

Other

Bonuses

Super-
annvation

Total

AM. Kerr Chairman, Audit
Commiftee,
Executive

Committee

$48.150

348,150

G.R.W. Snow Depuily Chairman,
Executive

Committee

$15,000

$1,200 §

$16.200

L.F. Petersen Managing
Director, Executive
Committee

(1/1/01-31/8/01)

- 3132777 -

$10,623

$119,000

S.1. Arrow Non-Executive

Director

$15,000

$1.200

$16,200

Non-Executive
Director. Audit
Comrmitiee

W.F. James

$17.500

$16.500 -

$1.400

$35,400

Non-Execufive
Director

R.P. Poernomo

$36,678

$36,678

4.4.J. Taylor Managing
Direcior, Executive

Commitiee

- $122,432

$87.,651

$210,083

1. [ is the op'nion of the Board that no other officers of the Company meet the definition of
e xecutive officer under §9 of the Corperations Law.

2. The disclosure for the Company and the Group are the same. except that $21,678
(2000 - $21,001) of Admiral R.P. Poernomo’s remuneration was paid in Indonesia by P.T.
Cendana Indopearls and JJU Taylor was paid by PT Cendana Indopearls during 2001,

DIRECTORS' SHAREHOLDINGS as at the date of this report

The relevant interest of each Director in the share capital of the Company. as nofified by the
Direztors fo the Australioan Stock Exchange in accordance with S205G [1) of the Corperations
Law, at the deite of this report is as follows:

Current Holding
Ordinary Shares Options
Direct Indirect Direct Indirect
AM. Kemr - 948,015 -| 1.417,335mM
G.R.W. Snow - 14,025,744 - -
$.J. Armow - 1,952,934 - -
W.E. James - - - -
#.P. Poemomo 1.290,000 - | 1,235,000t -
J.LU. Tayler - - 200,00012) -

Notes:-




1.  Oprions exercisable at 30 cents on or before 14 October 2002,
2. Opions exercisable at 30 cents on or before 31 December 2002,

Signed In accordunce with a
resolutic n of the Directors

A.McB. KERR
Director

28 March 2002

-
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Statements of financial performance
Allas Pacific Limited and its Conirolled Entities
For the yeor ended 31 December 2001

Note CONSOLIDATED THE COMPANY
2001 2000 2001 2000
S S S S

Revenue fron sale of groods 11,072.645 7.046,177 10,867,904 6,511,507
Revenue fron renderin g of services - - - 440,962
Other revenuzs from ordinary activities 3 263,339 204,001 201.970 197.830
Total revenue 11,335,984 7,250,178 11,069,874 7,150,299
Expenses front ordinary acfivities
Cost of good: sold (2.807.400) (2,414,427) (2.853,666) {5.733,533)
Marketing ex|>enses {848,684) (418,288) {743.425) (378,429)
Adrninisiration expenseas (1.179.215) ({1,13%.601) (1.157.311) (1,087,952)
Borrowing coits 4(b} (345,154) (462,901) (345,154) {462,201}
Other expenses from ordinary activities (452,476) (342,802) (156,924) {1.323)
Sigriificant iten — Reversal of provision 4(a) - - - 2,514,866
Tolal expenses (5,633,629) (4,778,019) (5.256.480) (5,149,272)
Profit from eorclinary activities before related ‘
income tax expense 5,702,355 2,472,159 5,813,394 2,001,027
Income tax (expense}/benefit relating to '
cordinary activities 5 {1.551,588) - {1.551,585) -
Profif from orclinary activities after related
income tax afributable to members of the
parant entity 18 4,150,770 2,472,159 4,261,809 2,001,027
Basic earnings per share é 6.80 4.52
Diluted earnirigs per share é 5.10 3.27

The accompanying notes form part of these financial statements.
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Statements of financial position
Aflas Pacific Limited and its Controlled Enfities

As at 31 December 2001

CONSOLIDATED THE COMPANY
2001 2000 2001 2000
Note $ 3 $ S
Current assets
Cash assets 7 5,355,354 4,319,897 5,324,577 4,203.573
Receivables 8 2,094,927 579.054 1,885.118 319.825
Inventories 9 1,082,324 - 276,215 1,146,475 276.215
Self generating and regenerating assets 10 2.217,376 1,804,712 - .-
Tolal current assels 10,749,981 6,979,878 8.354,170 4.799.613
Non-current assets
Re=eivables 8 - - 12,194,347 11,594,088
Inventories 9 100.498 327.571 - -
Self generating and regenerating assets 10 7.489.891 6,479,292 - -
Property, plent and ecuipment 12 2,302,434 2,608,284 7.902 11,025
Intangible assets 13 499,717 749,576 - -
Deferred Tax Asset 5 21,607 - 21,607 -
Total non-cuirent assels 10,414,149 10,164.723 12,223,854 11,605,113
Total assets 21,164,130 17,144,601 20,580,024 16,404,726
Current llabil fies
Pavables 14 1,153,705 1,161,347 448,615 371.763
Interest-bear ng liabilitices 15 136,596 125,554 136,596 125,554
Current tax liabilifies 5 1,534,461 - 1.534,461 -
Provisions 16 160,885 129.305 52,059 60,241
Total current liabilities 2,985,647 1,416,206 2,171.731 557,558
Non-current liabilities
Interest-becring liabilifies 15 - 3703201 - 3,703,201
Delerred tax liabilities 5 1.877 - 1,877 -
Total non-current liabilllies 1.877 3,703,201 1.877 3,703,201
Total liobilitie!: 2,987,524 5,119.407 2,173,608 4,260,759
Netl assets 18,176,606 12,025,194 18,406,418 12,143,967
————— .
Equity
Contributed equity 17 14,183,065 12,612.024 16,183,045 12,612,024
Accumulated profits/(lzsses) 18 1,993,541 {5864,830) 2,223,353 (468.057)
Total equity 18,176,606 12,025,194 18,404,418 12,143,947
P — e —— - n

The accompanying ncles form part of these financial statements.




Statement of cash flows

Atlas Pacific Limited and its Controlled Entities
For the year ended 31 December 2001

Ccish flows from operaling activities
Praceeds frormn other operating activities
Interest Paid
Interest aind bill disc:ounts received
Paymeni: to supplisrs
income tax paid
Proceeds from pear and oyster sales
Net cash provided by/{used in] operating
acfivities Note 23.2}

Ccash flows fiom invesling activities
Advances to controlled entities
Payment: for property, plant and equipment
Proceeds on disposal of fixed assets
Nef cash provided »y/(used in) investing
activities

Caish flows from financing aclivilies
Dividend Payment

Net cash provided ny financing activities

Net increase/(decrease) in cash held
Cash at the ceginning of the financial year

Eftects of exchange rafe changes on the
balances of cash held in foreign currencies

Cash and te'm deposis at the end of the
fincancial year (Note 21.1)

T e e

Consolidated The Company
2001 2000 2001 2000 .

$ $ 1 $
64,158 - 11,128 -
(466,272)  (729.227)  (466,272) (729,227)
199,181 202,970 190.842 197,830
[6.258,041) [5.157,850) [1.980,35%) {1,332,542)
(32.442)  (28.765)  (36,854) (28,765)
9,651,867 6,848,046 9.397.706 6,456,485
3,158,451 1,135,174 7,116,191 4,563,981
- - (4.321,199)  [4.155,241)
(461.588) (700,599  (7.494) (2.000)
- 1,031 ; .
(461.588)  (699.568) (4.328,693)  (4,157.261)
(1,570,399) - [1.570,399) -
(1,570,399) - (1.570.399) -
1,126,464 435,606 1,217,099 406,720
4455056 4025885 4,338,732 3,933,336
4,088 (6,435) (1,000) (1,324)
5585608 4,455,056 5,554,831 4,338,732

The statzment of ~ash flows is to be read in conjunction with the following notes.
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ATLAS PACIFIC LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 315" DECEMBER 2001

ACCOUNTING OLICIES

1.1

1.2

1.3

Basis of Ac:counting

This genaral purpose financial report has been prepared in accordance with
Accounfing Standards ond other mandatory professional reperting requiremenis and
the Carporaticns Act 2001.

The finan:ial statements have been prepared under the historical cost convention and
except where stated, they do not take into occount changing money values or fair
values of non-current assets. The accounting policies relating to the financial statements
are cons:itent with those applied in the previous year unless otherwise stafed (refer note
2).

Reclassifi-ation of financial inferrnation

Some line items and sublotdls reported In the previous financial year have been
reclassifisd and reposifioned in the financial staternents as a result of adopting the
revised ¢ ccounting standard AASB 1018 Statement of Financial Perforrmance, AASB 1034
Financial Report Presentafion and Disciosure and AASB 1040 Statement of Financial
Position.

Adoption of these standards has resulted in the fransfer of the reconciliation of opening
to closing retained profits from the face of the statement of financial performance to
nofe 18. Revenue and expense items that were previously disciosed as abnorrmal have
been reclassified as individual significant items.

Principle s of Consclidation

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

Where «I controlled entity Is gcquired during a year, ifs results are included only from the
date of acquisition. Where there is loss of control of o controlled entity during a year, its
resuifs are included only for that period of the year during which the parent entity had
contral.

In the instance of the acquisition of a conirolled entily, the cost rnethod of accounting is
used for all acquisitions of assets regardiess of whether shares or other assets are
acquired. Cost is defermined as the fair value apporfionment, at the date of acquisition,
of the purchase consideration plus cosfs incidenta! to the acquisition,

iglo1s
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1.5

1.5

1.8

1.9

Inventaries

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

{(b) Muclei - quantities on hand at the year end are valued af cost.
Self-Generating and Regeneraling Assefs (SGARAS) — Refer Note 2

(a) CQwysters up 1o the date of harvest - quantities on hand at the year end are valued
ct cost on the basis that this is the most appropriate estimate of net realisable
value. Cost is the fotal farm, hatchery, and Indonesian administrative expenses
excluding interest together with the cost of oyster purchases and cost of nuclej
used in seeding operations.

(b) FPearls are considered to be a product of a SGARA at the fime that they are
harvested from the oyster. At this point, they are considered to be lncluded as a
part of inventory at a value as described in note 2,

Revenuz Recognilion

(@) Sales Revenue — comprised of revenue earned from the sale of products or

‘ sarvices 1o entities outside the consolidated entity. Sales revenue is recognised

when the goods are provided or when the fee in respect of services provided is
receivable.

{b) Interest Income -1s recognised s it accrues.

(c} Asset Sales Revenue ~ comprises the gross proceeds of the assets. The profit and
lows on disposal of assets is brought fo account at the date on which an
urconditional contract is signed.

(d) Inventory Revaluation - in accordance with accouniing standord AASB1037 Self-
CGenerating and Regenerating Assets, any increase in the net market value of
these assets are recognised as revenue at the time of the revaluation.

Investmints

Long te'm Investments are stated at cost or valuation, less a provision for diminution in
value, s assessed by the Directors annually to ensure that the carrying arnount is not in
excess 0f recoverable amount, The recoverable armount Is assessed from the shares'
current market value or the underlying net assets in the particular entities. The expected
net cash flows from investments have not been discounted to thelr present value in
determining the recoverable amounts.

Valuatian of Non Current Assels

In determining the recoverable ameounts of non-current assets, the expected nef cash
flows arising from the contfinued use and subsequent disposal of those assels have not
been discounted to their present value.

The carrving amount of non-current assets are reviewed to determine whether they are
in exces: of their recoverable amount at balance date. If the carying amount of a non-
current csset exceeds the recoverable amount, the asset is written down to the lower
amount and the write-down is included in the profit and [oss statement,

Deprecication
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Depruciation on property, plant and equipment is calculated on o straight line basis so
as to wiite off the cost or valualion of properly, plant and equipment over their
estirmated useful lives. :

The dzpreciation rates used for each class of depreciable assets are:

Class uf fixed asset Depreciation Raie
2001 2000
Leasehold land & buildings & improvements 5-10% 5-10%
Vessels ‘ 10% 10%
Plant % equipment 20-50% 20-50%

The depreciation rates of leasehold land, buildings and improvements and piant and
equiprnent were increased during last year to more accurately reflect their estimated
useful lives.

1.10 Gooduwill

Goodwill and goodwill on consolidation are initidlly recorded at the amount by which
the purchase price for a business or for an cwnership interest in @ confrolled entity
exceeds the fair value aftributed to its net assets at date of acquisition. Both purchased
goodwill and goodwill on consolidation are amoertised on o siraight line basis over the
petiod of § years. The balances are reviewed annually and any balance representing
future benefits for which the realisation is considered o be no loenger probable are
writter: off.

1.11 Foreign Curmrency Translations

()

{)

Translations
The Company considers that the operafions of the Indonesian subsidiary are
integrated with those of the parent entity and therefore the temporal method of
accounting for foreign exchange conversion has been adopted, whereby,
(i) monetary fems are converted at the exchange rote agpplicable at the
year end;
(i) other pearling project assets and liabilities are converted at the exchange
rate applicable at the time of fransaction, and
{iii) gains and losses on fransactions are taken to the current year's profit and
loss account.

H=zdges

Guains or lesses on hedges of specific commitments including those relating to the
price of particular goods or services to be purchased or sold, are to be deferred
and included in the measurement of the purchase or saie transaction.

20
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1.12Income tcx

he liability method of jax-effect accounting has been adopted, whereby

'a) the Income tax {expense)/benefit in the profit and loss account is determined by
opplying the current fox rate to operating profit/(loss) after allowing for permanent
differences,

[b) a provision for deferred income tax is created for
(i) expenses which ore currently deductible in determining taxable income but
which have not been taken up in arriving at the operating profit, and
(i) revenue which has been included in operating profit but which is not yet
assessable for tax,

(¢) @ future income tax benefit is brought to account for
(i expenses which have been taken up in arriving ot the operating profit but are
not cumrently deductible for income tax purposes, and
(i) revenue which is cumently assessable for tax but which has not yet been
included in operating profit,
(i) income tax losses carried forward.

Future inc ome tax benefits are not brought to account unless realisation of the benefits is
virtually certain.

Redlisation is contfingent upon
(i) deriving future assessable income of a nature and of an amount sufficient to
enable the benefit of the deductions for the iosses to be realised,
(i) the company confinuing to comply with the conditions for deductibility
imposed by the law, and
(i} mo changes in the legislation which would adversely affect realisation of the
benefit of the losses.

1.12 Bills of Ext:hange

Bills of exchange have been purchased in the market at a discount to face value. The
bills are carried at an armmount representing cost and a portion of the discount
recognised as income on an effective yield basis. The discount brought to account
each period is accounted for as interest received.

1.1¢ Trade anid Other Creditors

These arrounts represent liabilities for goods and services provided to the economic
entity prior to the end of the financial yedar and which are unpaid. The amounfs are
unsecured and are usually paid within 30 days of recognition.

1.1:3 Trade and Other Debtors

The collectibility of debts is assessed at balance date and specific provision is made for
any douotful accounts. ,

1.1 % Interests in Joint Ventures

The eccnomic entity’s share of the assets, liabllities. revenue and expenses of joint
ventures are included in the appropriate items of the consolidated balance sheet and
profit and loss account. Deldails of the economic entity's interests are shown in Note 30.

1.17 Employae Entiiements
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Provision is made for the Company's liability for ernployee enfillements arising from
services rendered by employees to balance date. Employee entitiements expected to
be sethied within one year together with enfiflements arising from wages and salaries,
annuadl leave and sick ieave which will be settled ofter one yeaor, have been measured
at thair nominal amount. Other employee enfilements payable Iater than one year
have been measured at the present value of the estimated future cash outflows to be
made: for those enfiiflements,

Wher:: the Company has granted options to employees. the costs incumed in
administering this dliocation are expensed as incurred. Other than these cosis, the
allocaiion does not resuli in any expense o the consolidated entily.

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

1.18 Derivatives

The consolidated entity Is exposed to changes in foreign exchange rates from its
activitiss. The consolidated entity uses forward foreign exchange contracts to hedge
these risks. Derivative financial instruments are not held for speculatfive purposes.
Derivative financial insfruments designated as hedges are accounted for on the same
basis ¢ 5 the underlying exposure. The accounting for forward forsign exchange coniract
Is set cutin Note 1.11 (b). '

1.19 Compurative Amounts

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

INITIAL ADOF'TION OF NEW ACCOUNTING POLICY

Thez Consolidated Enfity has applied AASB1037 Self-Generating and Regenerating Assets
(SGGARAs) for the first fime in the financial year ended 31 December 2001. The standard
requires inventory which falls under the definition of this standard to be treated separately
fron other inventory. SGARAs must be measured ot net market vglue and the
increment/{clecrement) in net market values of the SGARAs is to be recognised as
revenue/{expense) in the statement of financial performance. '

The: value of the SGARAs is only recognised when it can be measured reliably.

Pearls, althoi.gh not a living organism, are a product of g SGARA at the fime that they are
harvested, ond in the opinion of the Directors, the most reliable voluation methodology for
the pears that are defined as a product of a SGARA is the net market value for the pearls
ba:ed on the price at which they are sold by PT Cendana Indopearls to Atlas Pacific Lid.
Onre the peuars are sold by PT Cendana indopearls, they ceose to becomea a SGARA under
the definition in the accounting standard.

Oysters are ¢ living organisrm which meet the definition of a SGARA. There s no market for
pear oysters oy which a reliable valuation comparison of this category of the SGARA can be
made. Given the uncertainty and risk that exists on the process of producing @ pear and
othear risk faclors specific to the operations of the Economic Entity, the Directors believe that
the most app-opriate market valuation for the oysters is their cost of production to date.

This freatment is not materially different from that applied in prior years,
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Thiz details of the SGARAs that are held by the Economic Entity as at 31 December 200] are

as follows:

Nc ture of SGARA:-

Qu antity of ;oods held atf period end:

Juvenile Oyslers located at Walgeo Island which are not nucleated
Nucleated Qysters due for harvest in 2002/3 located at Waigeo Island

Oysters (Pinctada Maxima)

Other oyster: located at Waigeo Island which are used for

Broodstock. Saibe tissue and Research

Nuzleated Cysters due for harvest in 2002/3 located at joint

DOperatiors farms

Ne't Market Value of SGARAs at period end:

Curent Asseis /
Noin-Current Assels

Change increment in Net Markei Value during financial period

3. REVENUE
R 2venue from operating activities
Sales ravenue
Reven. e from joint venture
pariners
interesl received ~ other parties
Project administration costs —

recovered from conirolled entities.

Rervenue from culside operating
activities
Insurance proceeds received
Property renial
Proceedds on sale of fixed assets

Total revenue

Consolidated

Number

362,940
261.393

2314
37.318

Value AS$

$2,241,663
$7.538.,464

nil

The Company

2001 2000 2001 2000

S $ $ $
10,910,457 6.742,911 10,867,904 6,511,507
162,148 303,266 - .
199,181 202,970 190,842 197.830
- - - 440,962
11,271,826 7,249,147 11,058,746 7,150,299
11.128 - 11,128 -
53,030 - - -
- 1,031 - -
64,158 1,031 11,128 -
11,335,984 7,250,178 11,069,874 7,150,299
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4, OPERATING RESULT
{a) Indivicual significant items included in
profit from ordinary activifies before
income fax expense
Reversal of provision for diminution in
value: of loans to subsidiaries

(o) The operating result before income
tax has been determined after
charging/(crediting) the following
itemns:

Borrowirig Costs
Interest paid - other corporations

Operating lease rental cosfs

Movemeants in provisions
Depraciation property. plant and
equipment
Amortisation of goodwill on
acqu sition of minarity interest
Provision for employee entitlements
Net expense/(benefit) resulting from
movem:ant in provisions

Net foreign exchange {(gain)/loss

Loss/(prafit) on disposal of fixed assets

Consalidated The Company

2001 2000 2001 2000

$ $ $ s
- ~ -. (2,514,86¢4)
345,154 442,901 345,154 462,901
75,459 38,699 32,875 35,061
699,605 79 12,425 10,617 14,594
249,858 249,858 - -
3.847 9.675 17,053 22,724
953,311 1,171,958 27,670 37.318
8,488 88,644 {32,678) 1,324
- {524) - -
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5.

INCOME TAX

a) Income Tax Expense

The prirma facie fax payable on the
result for the year differs from the
income tax provided In the accounts
and is reconciled as follows:
Operating profit after extraordinary
and abriormal iterns and before tax

Prima forie tax expense at 30% (2000
— 34%)

Tax effec:t of permanent differences:
Non decluctible expenses

Non assassable income

Provision fer dirminution in value of
loan fo related entities

Restaternent of closing tfrading stock
Other daductible iterms

Amortiscition of goodwill

Inventory valuation adjustment

Tax effe«:t of timing differences
Foreign tax credits utilised

Prior yecir losses recouped

Future income tax benefit or losses not
brought to account

Income tax ghributgble o operating
result '

Income “ax expense affributable to
operafing profit is made up of
movems::nts in:
Current income tax provision
Deferred income tax provision
Future: income tax benefit

Current 1ax liability

Provision for current income fax
Balance at beginning of year
Incore tax paid
Current year income tax expense
Taxes - Other

Consclidated

W TR AR & & A deddsd LA et WV Am RS

The Company

2001 2000 2001 2000
$ 3 $ S

5702.351 2,472,159 5,813,392 2,001,027
1,710,705 840,534 1,744,018 680,349
5,549 2,347 5,549 2,347
- (233,320) - -
- - - (855.054)
38,248 - - -
- (619,843) - -
74.957 84.952 } .
159,170 - -
- 5,670 - 5,670
- (233,435) - -
(414,890) (13,593}  (175,808) -
(22,174) 166,688 (22,174) 166,688
1,551,585 - 1,551.585 -
1.571.315 - 1.571.315 -
1,877 - 1,877 -
(21,607) - [21,607) -
1,551,585 - 1,551,585 -
(61.207) - (61,207} §
1,571,314 - 1571314 -
24,354 - 24,354 -
1,534,461 - 1.534.46) -
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Consolidated

2001
$

¢} Defermr:d tax ligbility
Provisian for deferred income tax
cornmprises the estimated expense at
30% {2000 - 34%) 1,877

2000 2001
$ $

- 1,877

The Company

2000
3

¢I) Defemed Tax Asset
Future income tax benefit 21,607

- 21,607

Future income tax benefits not
brougit to account
The patential benefits of which will
be rec ised only if the conditions
occur for deductibility (set out.in
Note 1.12), are as follows:

- Reverie Tax losses (cument year)

- Reveniue Tax losses (prior years) -
- Capitel losses (curent year) -

- Capital losses (prior years) 304,247

166,688
32,560 -

344,813 64,205

166,688
32,560

-

72766

The prior year losses recouped by the economic enfity include losses for a subsidiary which
vere not previously available to the eccnomic entity and therefore not previously

racognisedi.

For details of the franking account, refer to Note 19.

6 EARNINCG:S PER SHARE

Basic ecirnings per share (cents per share)
Diluted eamings per share {cents per share)

Earnings Reconciliation
Net profit usaed for basic earnings
After tax; effect of dilutive securities

Diluted samings

Consolidated

2001 2000
Cents Cents
6.80 4.52
5.10 3.27
Consolidated
2001 2000
S $
4,150,770 2,472,159
338,499 411,246
4,489,269 2,883,405
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EARNIN(5S PER SHARE (Conf)
No, No.

Weight:d average number of ordinary shares ouistanding

during the year used for calculation of basic earnings per 61,013,243 54,751,017

share

Weightod average number of potential ordinary shares

outstandiing during the year used for caleulation of diluted

earning: per share 88,026,524 88,264,874

Diluted earnings per share is calculated after taking inte consideration all options and
convertible notes on issue that remain unconverted at 31 Decermnber 2001 as potential
ordinary shares,

Consolidated The Company
2001 2000 2001 .2000
9 S $ S
7. CASH ASSETS
Cash at bank 184,558 224,700 153,782 108,376
Bills of Exchange® 5,170,796 4,095,197  5,170.795 4,095,197

5,355,354 4,319,897 5,324,577 4,203,573

* Paying interest at rate of 4.28% (2000 -~ 6.26%) maturing within one moenth (2000-one
monih; following balance date.

In addition to the above mentioned cash, the Company has Fixed Termm Deposits of
$230,254 (1999 — $135,159), earning interest at 4.27% (2000 - 6.33%) and maturing within
four months. Because these ferm the security for the Company's foreign exchange
hedging coniracts, they are recorded as part of sundry debtors ond prepaymenis in the
financial statements (refer Note 8}.

8. RECEIVALLES

CURRENT
Trade de otors 1,628,843 288,190 1,628,843 143,710
Sundry dabtors & prepayments 466,084 250,864 256,275 176,115

2,094,927 579,054 1,885,118 319,825

Included ‘n Sundry debtors and prepayments for both the Company and the economic
enfity in 2001 is an amount of $230,254 {1992 — $135,15%). being funds held on Fixed Term
Deposit ¢t the bank as securily for the Company's fareign exchange hedging contracts
[refer to Mote 33c¢).

NON CURRENT

Amount raceivable from confrolled - - 13,799,194 13,198,935
cntities
Provision for loss on loans . - - [1.604,847)  (1.604.847)

- - 12,194,347 11,594,088
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Consclidated

The Company

2001 2000 2001 2000
$ $ $ $
9. INVENTC/RIES
CURRENT
Fearls “1 ,082,324 276,215 L 1,146,475 276,215
NON CURRENT
Nuciei 100.498 327,571 - -
Total inventory 1,182,822 603,786 1,146,475 276,215
1¢. SELF-GENERATING AND REGENERATING
ASSETS (5GARAS)
CURRENT
Oysters 2.217.376 1,804,712 - -
NON CURRENT
Oysters 7489891 6,479,292 - -
Total SGARAS 9.707.267 8,284,004 - -
11./NVESTMENTS
Controllec: entity
-unlisted shares (see Note 2%) - - 2,750,004 2,750,004

Provision for diminution in value - - {2,750,004) (2,750,004)

12.PROPERTY, PLANT AND EQUIPMENT

() General
Plant and equipment

- at cost

- accumulated depreciation

65,600 58,106 65,600 58,106
(57.698) {47,081} (57,698) (47.,081)
7,902 11,025 7,902 11,025
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The Company

2001 2000 2001 2000
12.PROPERTY, PLANT AND EQUIPMENT S S S S
(Cont)
(b) Peacrling project
Leasehc d land and buildings
- at cost 814,770 764,201 - -
- accumulated depreciaticn (199,268) {125,988) - -
615,504 638,213 - -
Plant and equipment, vessels,
vehicles
- at cost 5,174,146 4,770,621 - -
- accumulated depreciation {3.495,116) {2,811,575) - -
1,679,030 1,959,046 - -
To al pearling project 2,294.534 2.597.25% - -
Toal properiy. plant and equipment 2,302,436 2,608,284 7.902 11,025

Included in “earling Project leasehold [and and buildings is $17,547 (2000 - $24,790). being

cc nstruction in progress at cost,

Reconciliatizins of the camying
ariount of each class or property,
plant and equipment are set cut
below:

{a) General

Carryin; amount at beginning of 11,025 23.619 11,025 23,619
the year
Additions 7.494 2,000 - 7.494 2,000
Depreciation (10,617} {14.594) {10,617} {14,594)
Carmying amount at end of the

11,025 7,902 11.025

year 7,902
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Consolidated The Company
2001 2000 2001 2000
. $ $ 3 S
12.PROPERTY, PLANT AND EQUIPMENT
{(Cont)
(b) Pearing project
Leasehold land and buildings
Carrying amount at beginning of 638,213 549,818 - -
the year
Add tions 50.56% 166,331 - -
Depreciaticn (73.278) (77.936) - -
Carmrying amount ot end of the
year 615,504 638,213 - -
Plant and equipment. vessels,
vehicles
Carmying amount at beginning of  1.959.046 2,247,232 - .
the year
Addilions 403,525 534,093 - -
Disposals . - (2,384) - -
Deprzciation [683,541) (819.895) - -
Carmy'ng arnount at end of the
year , 1,679.030 1,959,046 - -
13. INTANGIELES
Goodwill associated with acquisition 1,249,292 1,249,292 - -
of 25% investment in P.T. Cendana
Indopearls
Accumulated arnortisation (749.575) (499,716) - -
499.717 749,576 - -
1A 'AYABLES
ZURRENT
“rade creditors 55,581 642,637 49,806 65,343
Other credlitors 1,098,124 518,710 398,809 306,420

1,153,705 1,161,347 448,615 371,763
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Consolidated

The Company

2001 2000 2001 2000
$ S $ S
15.B(ORROWIN{5S

CURRENT
Irterest due on convertible notes 4,436 125,554 4,436 125,554
Convertible notes 132,160 - 132,180 -

136,596 125,554 136.5%96 125,554
NON CURRENT
Convertible notes : - 3,703,201 - 3,703,201

On 22 Marcn 1999, the Cornpany issued 24,488,009 redeemable notes, each having a face
vallue of 15 cents. Interest was paid for the first ime on 23 March 2000 and thereafter every
sh: months ¢t an interest rate of 12.50% per annurn on the face value of the notes. The notes
are converlible at the option of the holder, at any time up ta 23 March 2002, into ordinary
shares of the Company on the basis of one share for each note held. Pursuant to the issue
of converlilile notes, there is a fixed and floating charge over the assets of Atlas Pacific
Lirnited ancl Tansim Pty Lid (and hence P.T. Cendana indopearls) in favour of the trustee

reoresenting the convertibie note holders.

During the y=ar, 23,806,942 convertible notes were converfed to shares.

16.PRDVISIONS

CURRENT

Enmployee eniiflements 160,885 129,305

52,059

60,241

Number of employees * 17 16

é

é

* Employee provision relates to holiday pay accrual for all employees of Atias Pacific Ltd
pius all expatriate employees of PT Cendana indopearis. There are no material accruals in

relation to tha 179 (2000 - 148} Indonesian employees of PT Cendona Indopearts.
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Consolidated The Company
2001 2000 2001 2000

) $ $ $
17.CONTRIBUTED EQUITY

ls;ued and paid-up capital 78,557,959
o dinary shacires (2000: 54,751,017

-
o-dinary shorres) 16,183,065 12,612,024 14.183,065 12,612,024

Raconcilia-ion of Contributed Equity

Balance ai beginning of year 12,612,024 12,612,024 12,612,024 12,612,024
Shares issued '
23,806,942 (2000 — nil}) convertible 3.571.041 - 3.571,041] -
notes with 15 cent face value
converted
Balance al end of vear 16,183,065 12,612,024 16.183,065 12,612,024

Holders of ordinary shares are entitled to receive dividends as declared from time fo time
and are entitled to one vote per share at shareholders' meetings. In the event of winding
uo of the Compoaony, ordinary shareholders rank after all other shareholders and creditors
and are fully entitled o any proceeds of liquidation. Note 20 gives details of the shares that
a-e reserved for issuance under option.

18, A=CUMULATED PROFITS/(LOSSES)

Rzconciliagrion of Retained Earnings
Balance al beginning of year (586,830) (3.058,989) {468,057) (2.469.084)

Net profit aitfributable fo members of 4,150,770 2,472,157 4,261,809 2,001,027
the parent entity

Dividends Foid [1,570.399) - (1,570,39%) -

Balance af end of year 1,993,541 (586.830) 2,223,353 (468,057)
19.DIVIDENDS
Cents per Total Date of Percentage
Share Amount Payment Franked

Dividends paid ond not provided for
ir previous vears by the Company
are:

2001
ir terirn Divirdend 2.0 $1.570,399 5 Nov 2001 nil
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ATLAS PACIFIC LIMITED AND ITS CONTROLLED ENTITIES
CHAIRMAN'S REPORT

Dear Shareholder

The yeaor 2001 has been, for Atlas Pacific, the best year yet. Last year | pointed to the advances
Yhat had been nade as production targets and other performance measures exceeded current
it Is true to say that while our expectations for 2001 were. as a

Gis

consequence, Migh they were nevertheless exceede oncéd ![ . ’i
again excelled itself,

Our Managing director and CEO, Dr Joseph Taylor, whoe was previously our Project Director in the
field, nas dealt with operational mahters in the activitlies and review of operations on pages 8-10
of thi: report. | shall confine my comments to the big picture ~ financial, political and corporate
matters and tha future direction of the Company-as your Board sees it,

Durini3 the year, as | have pointed out In my guarterly shareholder updates, we harvested over
85,000 pedarls fur sale and we nucleated 238,000 oysters. The Income derived from the sale of
65,890 of the Company's own pearls in 200} amounted to $10.84 million which resulted in a net
profit of $4.15 million, representing a 48% increase on that of the previous year.

In evary facet of its operations your Company has made significant advances in the year 2001.
The culmination of these efforts was the payment of our maiden dividend in November and the
anncuncemernt in December by the Business Review Weekly that Atlas was in the top ten fastest-
growing Australian companies for 2001, with a rate of growih of turnover of 147,2%.

Financial:

The December shareholder update provided aciual financial agaregates for the year 2000 and
somz estimatas for the years 2001 to 2004. These envisaged total annual revenue rising to
app oximately $246 milion af the end of the pericd and annual net profit {after deduciing tax,
amcriisafion and interest) of approximately $12 million. Needless to say these estimales —
depending c: they do on assumptions as to the trend of peorl prices ond projections of
procluction and costs — are subject to change but we consider them to be reasonable, based as
they are on our experience to date.

The Company is now in a sound financial position, with rising cash resources and poised o
enable movet to be made in various direciions should your Board consider this to be in the bes
infe-ests of shareholders. :
The encouraging results for the year just past have enabled us to pay our maiden dividend of 2¢
per share in Movember of last year as well as o final dividend for 2001 of 2¢ per share, franked to
1< which will be paid in April 2002. This we regard as an important milestone in the development
of the compainy. Your Board was very pleased to be able at last to reward shareholders for their
fong wait. For some of you if has taken almost ten years for fhe company fo develop from a small
pilct project in1 West Timor to a fully-fledged. large. wellrespecied pearl farm in Papua (formeny
Iian Jayq). Tre Board has already stated that it will to continue to maoke dividend paymenis of an
amount anc at a fime that will be determined by its assessment of the most beneficial use of
future capital resources.
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Cents per Total
Share Amount
2000 Nil Nil

Dividend Franking Account

Jlass C (20%) franking credifs available to shareholders of the

—ompany for subsequent financial years
OPTIONS
.a) Exercisable between 14 October 1999 and 14 Ociober
2002 <1t 30 cents each
Outstanding at beginning of year
Issued during the year
Exercised during the year
Outstainding at end of year
b} Exercisable between 1 January 2001 and 31 December
2002 cit 30 cents each.
Outstainding at beginning of year
Issued during the year
Canczlled/Forfeited during the year
Outstainding at year end
|c) Exercizable between 1 January 2001 and 1 January 2003
af 42 cents each
Outstanding at beginning of year
Issued during the year
Cancalled/Forfeifed during the year
Ovutstanding at year end
{d} Exercizable between | January 2001 and 1 January 2003

at 34.5 cents each

Outstending at beginning of year
issued during the year
Cancslled/Forfeited during the yeaor
Quiste nding at year end

Total numbier of options outstanding af year-end.

TTEETE oWl laWwUIIN D & L

dtdh oAl

Date of Percentage
Payment Franked
N/A nil
2001 2000
S $
194,488 -
2001 2000
Number Number
8,062,500 8,062,500
8,062,500 8,062,500
800.000 -
- 800,000
{275,000) -
525,000 800,000
200.000 -
- 200,000
(200,000) -
- 200,000
170,000 -
{170,000} -
_ 8,587,500 9,062,500

= VY4
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21. COMMITIAENTS
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The Company has enfered into leases for office premises. Commitmenis for lease
payment: confracted for but not provided for are as follows:

Not longer than one year

1-2 years

2007 2000
$ $
35,000 35,707
26,250 20,829
61,250 56,536

The aimounts da not take into account rental reviews that are provided for in the lease confract

or the renewal «:f property leases.

22. CONTINGENT LIABILITIES

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

23. NOTES TO THIE STATEMENT OF CASH FLOWS

23,1 Reconciliation of Cash

For the purposes of the statement of cash flows, cash includes cash on hand and in
bank:. ond investments in rmaoney market instruments, net of outstanding bank
overcrafts. Cash at the end of the financial year as shown in the statement of cash
flows is reconciled to the related items in the balance sheet as follows:-

Ciash at bark [Note 7)
Bills of exchainge {Note 7)
Cush per buolance sheet

Skort Term Dieposits (Note 8)
Crsh and C ash equivalents

Consolidated The Company
2001 2000 2001 2000
$ $ $ S
184,558 224,700 153,782 108,376
5,170,796 4095197  5.170,795 4,095,197
5355354 4319897 5.324.577  4.203.573
230,254 135,159 230,254 135,159
5,585,408 4,455,056 5,554,831 4,338,732
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23.2 Recorciliation of net cash from operafing activities to Operating profit/(loss) after

income tax

Operating profit after income tax

Inventoriss

Increase/(decrease) in interest
accrual

Non caslt changes in debtors and
creditors

Purchase of unprocessed pearls
Provision for depreciation
Provision for employee entitlements
Armortiscion of goodwill
Provision for investment in controlled
enfiity
Project cidministration costs
Loss/(prafit) on disposal of fixed
assets
Increase/[decregse) in taxes
payable
Foreign @xchange differences

Net cash provided by/{used in)

o cerating cactivities

23.3 Creclit Facilities

Consolidated

The Company

2001 2000 2001 2000
S $ S $

4,172,530 2,472,159 4,283,574 2,001,027
(2.002.298) (2.300.625)  (869.262)  [246,745)
(121,118)  (264,326)  (121,118) {266,326}
(1,405,097) 52,097 (1.393,344) 14,562
- - 3720940 5,978,649
699,606 912,425 10,617 14,594
3,848 9.675 (8.182) 22,724
249,858 249,858 - -
- - - (2.514.,864)
- - - (440,962)
- (524) - .
1,497,378 - 1,492,966 -
63,744 6,435 - 1,324
3.158.451 1,135,174 7.116.191 4,563,981

The C.ompany has no overdraft or credit facilities at 31 Decernber 2001,

24. REMUNERATION OF DIRECTORS

Amount; received or due and
receivakile by Directors of the
Compariy

Consolidated

The Company

Number of Directors of Atlas Pacific
Limited whose remuneration was:

$10,000t0  $19.999
$30,000"0  $39.999
$40.00010  $49,999
$50,000 0  $59.999

$110.000to $119.999

$200,000 1o $209.599
$210,000 o 219,999

2001 2000 2001 2000
$ 9 $ 3
524,108 412,777 274,350 396,881
2001 2000 2001 2000
3 2
2 2

4
1
1
1

1

3
1
i
1

1

35

= Y VY



25. RE.ATED PAILTY TRANSACTIONS

Biron Capital Limited (formerly Biron Corporation Limited), @ company in which Mr G.R.W.
Snaw is a substantial shareholder and Director, sub leased office space and provided
dc ministrative services to the Company on commercial terms during the |ast financial year. in
the: year erded 31 December 2001, an amount of $25,450 (9 months) was paid for these
services (2000 - $41,061}.

Acimiral R.P. Poernomo received a fee on normal commercial terms of the equivalent of
$30,736 (2000 - $21,001) for providing office facilities and administration services for the
Inclonesian subsidiary in Jakarta.

During the y=zar, WF James & Associatfes Ply Ltd. @ company which is associated with Mr. W.F.
James, canisd out consultancy work for the Company to the value of $16,500. These services
were providied on commercial terms.

During the y=ar, the Compaony entered info a lease agreement with Arrow Pearling Co Pty
Licl, a comgany of which Mr. $.J. Arrow is Managing Director and major shareholder, to sub-
lecise office space on commercial terrms. This agreement commenced on 1 October and
during the year, an amount of $8,750 was paid for this facility.

Thee Compcny entered into a Consullancy Agreement with Arrow Pearing Co Pty Lid on
3 March 1952 under which stoff of the economic entity are fo be trained as pear operation
technicians -at the Indonesian pearl farm. During the 2001 year, $297.886 (2000 - $187.944) was
pcyable to this company as consuliing fees. This agreement was entered inte prior to Mr.
Arrow becorning a Director of the Company. It was entered into on commercial terms.

T e Company purchases pearls from P.T. Cendana Indopearls. These transactions are in the
normal cou'se of business.

During the year, sales of individual pearls of small qucnhﬂes were made to some staff and
Directors or normail commercial terms.

Tk e aggregate nurmber of shares, share options and convertible notes held direcily, indirectly
ot beneficially in the Company by Directors or their director-related entilies af 315t December
is:

2001 2000
Number Number
Ordinary shares 18,256,693 14,436,045
Convertinle Notes - 4,858,581
Options - 14 October 2002 3,352,335 3,352,335
Options -- 31 December 2002 200,000 200,000
Opftions -~ 1 January 2003 - 200,000

40,000 shares heid by Directors were sold between the year ended 31 December 2002 and
the date of this report.
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26.

27.

Consolidated

The Company

2001 2000 2001 2000
S S $ $
REMUNERATION OF EXECUTIVES
Income rizceived or due and
receivable by Australian based
executive officers (including
executive directors) of the economic
entity, frorn all entities in the
economi:: entity and any related 353,483 390,425 143,400 206,125
entities.
“he nurmber of execulive officers
whose income was within  the
‘ollowing bhands
:$140,000 - $149,999 1 - 1 .
'$180.000 - $189,999 - i - -
'h200,000 - $209.999 - 1 - 1
$210,000 - 219,999 1 - - -
REMUNERATION OF AUDITORS Consolidated The Company
2001 2000 2001 2000
S $ S $
Amounts raceived or due and
receivable by the auditors for:
Auditing or reviewing financial
statements
Auditors of the Company 15,750 14,955 15,750 10,455
Other cuditors 47,041 29,908 - -
62,791 44,863 15,750 10,455
(Other Services
Auditor: of the Company 7.764 42,708 7,764 16,400
Other ¢ Jdifors 55,269 67,310 6,308 -
63,033 110,018 14,072 16,400
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28. SEGMENT REPORTING

‘a) Indusiry

The econormic entity operafes predominantly in the pearling industry. These operations
comprise the production and sale of pearls.

b} Geographical

2001

Revenue cutside the economic entity
Intersegmeant revenue

“otalrevernue

segment aperating profit/{loss)
Undllocatsd expenses
Operating profit ofter income fax

Siegment cissets

2000

Revenue cutside the econormic entfity
Intersegment revenue

Total revenue

tegment aperating profit/{loss)

Unallocatzd expenses
Cperating prefit after income tax

Segment assets

Indonesia Australia Eliminations Total
$ $ $ $

266,111 11,069,873 - 11,335,984
3,720,940 - {3,720.940) -
3,987,051 11,069.873  (3.720.540) 11,335,984
{3.454,543) 7,876,953 - 4,422,390
‘ {249,856)
4,172,534
12,406,294 8,757,836 21,164,130
540,840 6,709,338 - 7.250.178
5,978,749 1,568,498  [7.547,247) -
6.519.609 8,277,836  (7.547.267) 7.250,178
5023968 (2,301.951) - 2722017
(249.858)
2,472,159
11,584,387 5,560,214 17.144,601




29. CONTROLLED ENTITIES

Percentage Percentage Place of Book vaiue of
owned owned incorporation Company's investment
2001 2000 2001 2000
9 $
Sharcon ty Lid 100% 100% Australia - -
Tansim Py Lid 100% 100% Australia - -
P.T. Cendona 100% 100% Indonesia - -

indopearls

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

30. INTEREST IN JOINT VENTURE OPERATIONS

A controlled entity, P.T. Cendana Indeopearls, has a 50% interest in the Cemerlang joim‘.
veznture operations and the Kosuma Mutiara joint venture operation, The principal activity of
trese joint veniure operations is the production of pearls from oysters supplied by P.T.
Cendana Indopears.

Tr e econornic entity's share of assets employed in these joint ventures is:

2001 2000
-9 $
CURRENT A
SC;ARAS 170.432 135.255
NON CURRENT
SC3ARAS 55,290 148,934
225,722 284,189

31. POST BALANCCE DATE EVENTS

Subsequent to the year end, an auction was held by Peariautore International in Sydney at
which the cutstanding stock of pearls at the year end, as well as pearis frorm a harvest which
tc ok place in January, were offered for sale. As a result of sales from this auction, as well as
sclles prior 1o and after this quction, nearly 42,700 pearls were sold which has redalised sales
revenue of 57.69 million. There are approximately 740 pearls remaining on hand.

Since the yeor end, a further 731,080 secured convertible notes have been converfed to
srares. The remaining 149.987 notes will be redeemed ($22,498) as a result of no election
being mads to convert them fo shares by 23 March 2002.

In March 2002, o final dividend of two (2} cenfs per share, franked to one {1} cent, was
announcec. This dividend is payable in April 2002,

Tk e results of significant operation activities are made available to shareholders and other
interested paries through announcements to the Australian and NASDAQ Stock Exchanges.
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32. AMOUNTS FAYABLE/RECEIVABLE IN FOREIGN CURRENCIES

Tre Australion dollar equivalents of unhedged amounts payable or receivable in foreign
currencies, =alculated ot year end exchange rates, are as foliows:

Amount receivaoble:
Indonesiar Rupiah
Japanese Yen

LIS Dollars

Amounts [ayable:
Indonesiar Rupigh
LIS Dollars

33. ACDITIONAL FINANCIAL INSTRUMENTS DISCLOSURE

(¢) Net fair value of financial assets and liabilities.

2001 2000
$ $
9,304 17.503
1.628.843 198.951
98,642 184,972
1,734,789 401,426
(619.221)  (335.409)
{(102.513)  {76.131)
(721.734) (411,740

The nel fair value of cash, cash equivalents and no-interest bearing monetary financial
assets and ligbilities approximates their carrying vaiue,

{£) Interest rate risk

The economic entity's exposure fo interest rate risk and the effective weighted average
interes! rate for each class of financial asset and financial liability is set out below.
Exposurzs arise predominantly from assets and liabilities bearing variable interest rates as
the ecanomic entity intends to hold fixed rate assets and liabilities to maturity.

Note  Welghted Floating Fixed interest rate Non interest Total
average Interest maturing in bearing
inferest rate
rate
1 year or less 1-3 years
o $ S S $ s
2001
Financial Assets
Cash 7 4.41 175,379 5,170,796 - 9.179 5,355,354
Receive bles 8 0.48 - 230,254 - 1,864,674 2,094,928
175,379 5,401,050 - 1,873,853 7.450,282
Financial _abilities
Payable:s 14 0.00 - - - (1,153,705) (1,153,705)
Converiible notes 15 12.50 - (136,5%9¢8) - - [136,596)
- (136.596) - (1,153,705) (1,290.301)
Net Finan zidl
Asset/(Liabilifies) 175,379 5,264,454 - 720,148 6,159,981




2000

Financial Assels
Cash
Receivables

Financial Liabilities
Payabile:s
Converible note:

Net Financial
Asset/(Licbilifies)

Note Welghted
average
interest
rate
%

7 6.40
8 1.55
14 0.00
15 12.50

Re concilialion of net financial
assets to nel assets

Ne:t financic| assets/{liabilifies) as above

Non-financicl assets & liabilities

- Inventories
- SGARAs

- Froperty, plant & equipment

- Intangibles

- Tax liability/benefit (net)

- Frovisions

Ne:t assets per balance sheet

(c}) Foreigr Exchange Risk

Floating Fixed interest rate Non interest Total
interest maturing in bearlng
rate
1 year or 1-3 years
less
$ S $ $ S
211,518 4,095.197 - 13.182 4,319,897
- 135,159 - 443,895 579,054
211,518 4,230,356 - 457,077 4,898,951
- - - {1,286,901) {1,286,901)
- - (3,703,201) - (3,703,201}
- - (3.,703,201) {(1,286,901) [4.990,102)
211,518 4,230,356 (3.703.201} (829.824) (91,151)
2001 2000
Note S S
46,159,981 (21.151)
9 1.182,822 603,786
10 9.707.267 8,284,004
12 2,302,436 2,408,284
13 499,717 745,576
5 (1,492,948) -
15 {160,885) {129,305)
18,198,370 12.025,194

The consolidated enfity has entered into foreign exchange contracts to hedge cer‘koih
anticiptited sale commitments denominated in foreign cumrencies, particularly Japanese
Yen. The terms of these cormmitments ore not more than 12 months,

The consolidated entity's policy is to enter into forward foreign exchange contracts to
hedge 1 proportion of foreign cumency sales expected within the following 12 months.
The amnunt of anticipated future sales is forecast in light of cumrent conditions in foreign
markets and experience in the pearling indusiry.

The following table sefs out the gross value to be received under foreign currency
contracts, the weighted average confracted exchange rates and the setilement
periods of outstanding contracts for the consolidated entity.
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(d)

2001 2000 2001 2000
Weighted average AUD AUD
rate
Sell Japanese Yen
Not lalzr than one year 62.93 62,20 3,343,802 3,336,143

These forward exchange coniracts are hedging anticipaled sales that are due within 12
monthi. Any unreclised gains and losses on the hedging contracts, together with the
costs ¢f the contracts, will be recognised in the financial statements at the fime the
underlying transaction occurs. The gross unrecognised gains and losses on hedges of
anticipated foreign currency sales are as follows:

2001 2000
Gains Losses Gains Losses
AUS AUS AUS AUS
Noft latar than one year 205,610 - 150,082 78.364

Credit iisk exposure

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

Credit risk on off-balance sheet derivative contracts is minimised as counterparties are
recoghised financial intermediaries with acceplable credit ratings determined by a
recognized rating agency.
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ATLAS PACIFIC LIMITED AND ITS CONTROLLED ENTITIES
DECLARATION BY DIRECTORS

In the opinion of the Directors:
(a) -he financial statements set out on pages 15 fo 42;

1) give a tue and faoir view of the consolidated entity's financial position as at 31
December 2001 and the performance as represented by the results of its operations
and ifs cash flows for the yeor ended on that date; and .

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

[b) atthe dale of this declaration there are reascnable grounds to believe that the company
will be able to pay its debts as and when they become due and payable.

This de:claration is made in accordance with a resolution of the Board of Directors and is signed
for and on behallf of the directors by:

Signecl in accordance with a resolution of the Directors

A _McE. KERR
Director

28 Ma-ch 2002
Perth, Western Austrclia




INCDIEPENDENT AUDIT REPORT TO THE MEMBERS OF ATLAS PACIFIC LIMITED
SCOPE

We have audited the financial repert of Aflas Pacific Limited for the financial year ended
31 December 2001 as set out on pages 15 to 43. The financial report includes the consslidated
financial statements of the consolidated entity comprising the Cornpany and the entities it
conirolled at the years end or from time to fime during the financial year. The Company's
Directors are responsible for the financial report. We have conducted an independent audit of
this finaancial repsrt in order to express an opinion on it to the members of the disclosing entity.

Our audit has keen conducted in accordance with Australian Auditing Standards to provide
reascnable assurance whether the financial report is free of material misstaterment. . Our
procedures included examination, on a test basis, of evidence supporting the amounts and other
disclos sres in the financial report, and the evaluation of accounting policies and significant
accounting estimates. These procedures have been undertaken to form an opinion as fo
whether, in all naterial respects, the financial report is presented fairly in accordance with
Accounting Standards and other mandatory professional reporting requirernents and statutery
require ments so as to present a view which is consistent with our understanding of the disclosing
entity's and the consolidated entity's financial position, and performance as represented by the
results of thelr operations and their cash flows.

The cudit opinion expressed in this report has been formed on the above basis.
AUDIT QPINION

In our opinion, tha financial report of Atlas Pacific Limited is in accordance with:

[a) the Corporations Act 2001, including:

(i) giving a frue and fdir view of the Company's and consclidated entity's financial
position as at 31 December 2001 and of their performance for the year ended on
that date; and

() comolying with Accounting Standards and the Corporations Regulations 2001: and

(b) other mandatory professional reporting requirements,

BDO
Chartered Accountants

GF. BRAYSHAW, CA
Parine-

28 March 2002
Perth, ‘Western Australia




