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Directors’ report

The directors present their report together with the consolidated financial report for the
half-year ended 31 December 2005 and the review report thereon.

Directors
The directors of the company at any time during or since the end of the half-year are:

Name Period of directorship

Mr Miles Kennedy (Chairperson)  Appointed 3 February 2006.
(Non Executive)

Mr Karl Simich Director since 2002.

(Non Executive)

Mr Peter Fraser Appointed 21 December 2005 (Chief Operations
(Executive) Officer).

Mr Michael Firmin Appointed 20 June 2005.

(Non Executive)

Mr Ashley Zimpel (Chairperson) Director and Chairperson — appointed 26 August

(Executive) 2004. Resigned 3 February 2006.

Dr Tor Theunissen Director since 2002. Retired 18 November 2005.
(Non Executive)

Mr John Hutton Director since 2003. Resigned 3 February 2006.
(Executive)

Mr Nicholas Miller Director since 2003. Resigned 3 February 2006.
(Executive)

Review of Operations

Other income for the reporting period was $579,260 of which $204,106 represented
proceeds from the Research & Development claims from the Tax Department for the
financial year ended 30 June 2004 and $355,028 is the expected refund from the year
ended 30 June 2005. For the half-year ended 31 December 2005 the after tax loss was
$1,182,495. The loss incurred during the period is mainly attributable to the costs
associated with the commercialisation of our Barramundi and Black Tiger Prawns
projects and amounts to pre-production expenditure.
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Events
A number of events occurred during the period.

A successful trial harvest of Barramundi was conducted in July 2005. The product was
of excellent quality and has been scientifically and taste tested with excellent results.

A successful trial harvest of Black Tiger Prawns was conducted in December 2005. The
product was of excellent quality and has been scientifically and taste tested also with
excellent results.

Subsequent to year end, in March 2006 the Company successfully sold its first two
tonnes of whole Barramundi fish. It harvested over 4 tonnes of prawns with one tonne
sold at a good price in line with projections.

The Company has, during the period, employed highly experienced managers to
manage its Barramundi Fish Farm, Prawn Hatchery and Prawn Farm. Operations
comprise two 25 tonne polar sea cages of Barramundi off Turtle Island, Cone Bay in the
Buccaneer Archipelago of Western Australia and twenty ponds of approximately
0.6 hectares each on Darwin Harbour, Northern Territory.

Next Period

The existing Barramundi crop will be harvested and sold by June 2006, as will the rest of
the first production run of Black Tiger Prawns.

150,000 juvenile Barramundi fingerlings have been purchased and are growing in the
Company's new 165 tonne recirculation nursery on Turtle Island in Cone Bay prior to
grow out stocking in new sea cages currently under construction.

A second crop of Black Tiger Prawns will be stocked in the existing (20 ponds) twelve
hectares pond facility on Darwin Harbour in the Northern Territory and the hatchery will
come into full production to facilitate this.

The Company’s Capital Expenditure Program is continuing and should see an additional
ten Barramundi sea cages in the water by mid-2006. The Company plans to commence
with the next stage of pond development by mid-2006, increasing pond capacity to
27 hectares (up from the existing 12 hectares) in the following 12 months.

The Company announced a $3.3 million capitalisation program in February 2006
comprising a small share placement and a 1 for 2 non-renounceable entitlement issue
scheduled to close on 24 March 2006 and the underwriters’ conditions now satisfied.
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Lead Auditor’'s Independence Declaration under Section 307C of the
Corporations Act 2001

The lead auditor’'s independence declaration is set out on page 5 and forms part of the
directors’ report for the half-year ended 31 December 2005.

Dated at West Perth this 16" day of March 2006.

Signed in accordance with a resolution of directors:

e

PETER FRASER
Managing Director
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Lead Auditor’s Independence Declaration under Section 307C of the Corporation Aet 2001

To: the directors of Marine Produce Australia Limited

1 declare that, to the best of my knowledge and belief, in relation to the review for the half-year
ended 31 December 2005 there have been:

(i) no contraventions of the auditor independence requirements as set out in the
Corporations Act 2001 in relation to the review; and

(i1) no contraventions of any applicable code of professional conduct in relation to the
review,

kMg

KPMG

T R Hart
Partner

Perth
'(é March 2006



Marine Produce Australia Limited

Condensed consolidated interim income statement

For the six months ended 31 December 2005

Revenue

Pre-production expenses

Gain from changes in fair value of biological assets
Gross loss

Other operating income

Administrative expenses

Depreciation and amortisation expenses
Selling and marketing costs

Operating loss

Financial income

Loss before tax

Deferred tax benefit

Loss for the period

Basic and diluted loss per share attributable to
ordinary equity holders in cents

Note

6
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2005 2004

$ $
(894,065)  (341,274)
257,768 -
(636,297)  (341,274)
579,260 139,714
(967,409)  (737,496)
(149,112)  (123,585)
(90,964)  (86,566)
(1,264,522) (1,149,207)
71,314 42,594
(1,193,208) (1,106,613)
10,713 10,713
(1,182,495) (1,095,900)
0.82 1.18

The condensed consolidated interim income statement is to be read in conjunction with
the notes to the condensed consolidated interim financial statements set out on

pages 10 to 28.
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Condensed consolidated interim statement of recognised income and

expense

For the six months ended 31 December 2005

Loss for the period

Total recognised income and expense for the
period

Attributable to:
Equity holders of the parent

Total recognised income and expense for the
period

2005 2004

$ $
(1,182,495) (1,095,900)

(1,182,495) (1,095,900)

(1,182,495) (1,095,900)

(1,182,495) (1,095,900)

Other movements in equity arising from transactions with owners as owners are set out

in note 5.

The condensed consolidated interim statement of recognised income and expense is to
be read in conjunction with the notes to the condensed consolidated interim financial

statements set out on pages 10 to 28.



Marine Produce Australia Limited
Condensed consolidated interim balance sheet

For the six months ended 31 December 2005

Current Assets
Cash and cash equivalents
Trade and other receivables
Inventories
Biological assets
Other current assets
Assets classified as held for sale
Total current assets
Non-current assets
Property, plant and equipment
Intangible assets
Total non-current assets
Total assets
Current Liabilities
Trade and other payables
Interest-bearing loans and borrowings
Employee benefits
Total current liabilities
Non-current Liabilities
Interest-bearing loans and borrowings
Deferred tax liabilities
Total non-current liabilities
Total liabilities
Net assets
Equity
Issued capital
Accumulated losses

Total equity attributable to equity holders of the

parent
Total equity
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31 Dec 2005 30 Jun 2005
$ $
1,295,237 3,932,041
565,064 115,942
98,862 -
257,768 -
20,032 17,853
166,920 166,920
2,403,883 4,232,756
5,217,127 4,033,950
1,122,234 1,155,142
6,339,361 5,189,092
8,743,244 9,421,848
922,470 461,625
3,771 -
50,645 45,273
976,886 506,898
14,674 -
182,119 192,832
196,793 192,832
1,173,679 699,730
7,569,565 8,722,118
16,225,256 16,195,314
(8,655,691)  (7,473,196)
7,569,565 8,722,118
7,569,565 8,722,118

The condensed consolidated interim balance sheet is to be read in conjunction with the

notes to the condensed consolidated

pages 10 to 28.

interim financial

statements set out on



Marine Produce Australia Limited

Condensed consolidated interim statement of cash flows

For the six months ended 31 December 2005

Cash flows from operating activities
Cash paid to suppliers and employees
Cash generated from operations
Interest paid

R&D income tax refund received
Interest received

Net cash from operating activities

Cash flows from investing activities

Proceeds from sale of property, plant and equipment
Acquisition of property, plant and equipment
Payments for statutory deposits

Net cash from investing activities

Cash flows from financial activities

Proceeds from the issue of share capital

Proceeds from equipment finance under HP contract
Repayment of borrowings

Payment of transaction costs

Net cash from financial activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at 1 July
Cash and cash equivalents at 31 December
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31 Dec 2005 30 Jun 2005
$ $
(1,777,448)  (995,668)
(1,777,448)  (995,668)

(333) -
204,106 139,206
76,883 43,022
(1,496,792) _ (813,440)
2,445 -
(1,116,605) (39,967)
- (108,263)
(1,114,160)  (148,230)
- 2,223,000

19,565 -
(1,265) -
(44,152)  (128,238)
(25,852) 2,094,762
(2,636,804) 1,133,092
3,932,041 459,858
1,295,237 1,592,950

The condensed consolidated interim statement of cash flows is to be read in conjunction
with the notes to the condensed consolidated interim financial statements set out on

pages 10 to 28.
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Notes to the condensed consolidated interim financial statements

1.

(@)

Significant accounting policies

Marine Produce Australia Limited (the “Company”) is a company domiciled in
Australia. The condensed consolidated interim financial report of the Company
for the six months ended 31 December 2005 comprise the Company and its
subsidiaries (together referred to as the “consolidated entity”).

The condensed consolidated interim financial report was authorised for issuance
by the directors on 16 March 2006.

Statement of Compliance

The condensed consolidated interim financial report is a general purpose
financial report which has been prepared in accordance with Australian
Accounting Standards, Urgent Issues Group Interpretations adopted by the
Australian Accounting Standards Board (“AASB”) and the Corporations Act 2001.

International Financial Reporting Standards (“IFRS”) form the basis of Australian
Accounting Standards adopted by the AASB, being Australian equivalents to
IFRS (“AIFRS").

This is the consolidated entity’s first AIFRS condensed consolidated interim
financial report for part of the period covered by the first AIFRS annual financial
report and AASB 1 First time adoption of Australian equivalents to International
Financial Reporting Standards. The condensed consolidated interim financial
report does not include all of the information required for a full annual financial
report.

The interim financial report is to be read in conjunction with the most recent
annual financial report, however, the basis of their preparation is different to that
of the most recent annual financial report due to the first time adoption of
AIFRSs. This report must also be read in conjunction with any public
announcements made by Marine Produce Australia Limited during the half year
in accordance with continuous disclosure obligations arising under the
Corporations Act 2001.

An explanation of how the transition to AIFRSs has affected the reported financial
position, financial performance and cash flows of the consolidated entity is
provided in note 8. This note includes reconciliations of equity and profit or loss
for comparative periods reported under Australian GAAP (previous GAAP) to
those reported for those periods under AIFRSs.
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1. Significant accounting policies (continued)
(b) Basis of Preparation
The financial report is presented in Australian dollars.

The financial report is prepared on the historical cost basis except that biological
assets are stated at their fair value.

Non-current assets and disposal groups held for sale are stated at the lower of
carrying amount and fair value less costs to sell.

The preparation of an interim financial report in conformity with AASB 134 Interim
Financial Reporting requires management to make judgements, estimates and
assumptions that affect the application of policies and reported amounts of
assets and liabilities, income and expenses.

These estimates and associated assumptions are based on historical experience
and various other factors that are believed to be reasonable under the
circumstances, the results of which form the basis of making the judgements
about carrying values of assets and liabilities that are not readily apparent from
other sources. Actual results may differ from these estimates.

This condensed consolidated interim financial report has been prepared on the
basis of AIFRSs in issue that are effective at the consolidated entity’s first AIFRS
annual reporting date, 30 June 2006. Based on these AIFRSs, the Board of
Directors have made assumptions about the accounting policies expected to be
adopted when the first AIFRS annual financial report is prepared for the year-
ended 30 June 2006.

The Australian Accounting Standards and UIG Interpretations that will be
effective or available for voluntary early adoption in the annual financial
statements for the period ended 30 June 2006 are still subject to change
therefore cannot be determined with certainty. Accordingly, the accounting
policies for that annual period that are relevant to this interim financial information
will be determined only when the first AIFRS financial statements are prepared at
30 June 2006.

The preparation of the condensed consolidated interim financial report in
accordance with AASB 134 resulted in changes to the accounting policies as
compared with the most recent annual financial statements prepared under
previous GAAP. The accounting policies set out below have been applied.
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Notes to the condensed consolidated interim financial statements

1.
(b)

(c)

(d)

Significant accounting policies (continued)
Basis of Preparation (continued)

consistently to all periods presented in these condensed consolidated interim
financial statements. They also have been applied in preparing an opening
AIFRS balance sheet at 1 July 2004 for the purposes of the transition to
Australian Accounting Standards — AIFRSSs, as required by AASB 1. The impact
of the transition from previous GAAP to AIFRSs is explained in note 8.

The accounting policies have been applied consistently throughout the
consolidated entity for purposes of this condensed consolidated interim financial
report.

Financial Position

At 31 December 2005, the consolidated entity has cash of $1,295,237 and
positive working capital of $1,426,997. During 2006 the consolidated entity plans
to commercialise its tiger prawn hatchery and farm as well as further develop its
barramundi fish farming operations.

The successful implementation of commercialisation and development plans
require significant additional investment capital be incurred. The consolidated
entity plans to raise additional funds by a combination of debt finance and equity
raisings, together with cash inflows from the sale of prawns and fish products.
The consolidated entity has commenced its capital raising with a placement of
8,000,000 shares in February 2006 and the issuance of an underwritten
prospectus (refer note 10). The Directors are confident that the consolidated
entity will be successful in raising the expansion capital required.

Basis of Consolidation
0] Subsidiaries

Subsidiaries are entities controlled by the Company. Control exists when
the Company has the power, directly or indirectly, to govern the financial
and operating policies of an entity so as to obtain benefits from its
activities. In assessing control, potential voting rights that presently are
exercisable or convertible are taken in to account. The financial
statements of subsidiaries are included in the condensed consolidated
interim financial report from the date that control commences until the
date that control ceases.
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Notes to the condensed consolidated interim financial statements

1. Significant accounting policies (continued)

(d) Basis of Consolidation (continued)

(i)

(iii)

Joint Ventures

Joint ventures are those entities over whose activities the consolidated
entity has joint control, established by contractual agreement.

Jointly controlled entities

In the condensed consolidated interim financial report, investments in
jointly controlled entities, including partnerships, are accounted for using
equity accounting principles. Investments in joint venture entities are
carried at the lower of the equity accounted amount and recoverable
amount. There are no jointly controlled entities for the half year ended
31 December 2005.

Transactions eliminated on consolidation
Intragroup balances, and any unrealised gains and losses or income and
expenses arising from intragroup transactions, are eliminated in preparing

the condensed consolidated interim financial statements.

Unrealised losses are eliminated in the same way as unrealised gains,
but only to the extent that there is no evidence of impairment.

(e) Property, plant and equipment

(i)

Owned assets

ltems of property, plant and equipment are stated at cost less
accumulated depreciation (see below) and impairment losses (see
accounting policy k). The cost of self- constructed assets includes the
cost of materials, direct labour, and an appropriate proportion of
production overheads. The cost of self constructed assets and acquired
assets includes (i) the initial estimate at the time of installation and during
the period of use, when relevant, of the costs of dismantling and removing
the items and restoring the site on which they are located, and (ii)
changes in the measurement of existing liabilities recognised for these
costs resulting from changes in the timing or outflow of resources required
to settle the obligation or from changes in the discount rate.

Where parts of an item of property, plant and equipment have different
useful lives, they are accounted for as separate items of property, plant
and equipment.
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Notes to the condensed consolidated interim financial statements

1. Significant accounting policies (continued)

(e) Property, plant and equipment

(i)

(iii)

Subsequent costs

The consolidated entity recognises in the carrying amount of an item of
property, plant and equipment the cost of replacing part of such an item
when that cost is incurred if it is probable that the future economic
benefits embodied within the item will flow to the consolidated entity and
the cost of the item can be measured reliably. All other costs are
recognised in the income statement as an expense as incurred.

Depreciation

Depreciation is charged to the income statement on a straight-line or
diminishing balance basis of the estimated useful lives of each part of an
item of property, plant and equipment. Land is not depreciated. The
estimated useful lives in the current and comparative periods are as
follows:

¢ Buildings 40 years
e Plant and equipment 5-12 years
¢ Infrastructure 40 years

The residual value, if not insignificant, is reassessed annually.

() Intangible assets

(i)

Research and development

Expenditure on research activities, whereby research findings are applied
to a plan or design for the production of new or substantially improved
products and processes, is capitalised if the product or process is
technically and commercially feasible and the consolidated entity has
sufficient resources to complete development. The expenditure
capitalised includes the cost of materials, direct labour and an appropriate
proportion of overheads. Other development expenditure is recognised in
the income statement as an expense as incurred. Capitalised
development expenditure is stated at cost less accumulated amortisation
(see below) and impairment losses (see accounting policy k).
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1. Significant accounting policies (continued)
()] Intangible assets (continued)
(i) Other intangible assets

Other intangible assets being intellectual property and licenses, that have
been acquired by the consolidated entity in a business combination are
stated at cost less accumulated amortisation (see below) and impairment
losses (see accounting policy k).

Expenditure on internally generated goodwill and brands is recognised in
profit or loss as an expense as incurred.

(i)  Subsequent expenditure

Subsequent expenditure on capitalised intangible assets is capitalised
only when it increases the future economic benefits embodied in the
specific asset to which it relates. All other expenditure is expensed as
incurred.

(iv)  Amortisation

Amortisation is charged to the income statement on a straight-line basis
over the estimated useful lives of intangible assets unless such lives are
indefinite. Goodwill and intangible assets with an indefinite useful life are
systematically tested for impairment at each annual balance sheet date.
Other intangible assets are amortised from the date that they are
available for use. The estimated useful lives in the current and
comparative periods are as follows:

¢ Intellectual Property 10 years
e Licenses 10 years

(9) Biological assets

Biological assets are stated at fair value less estimated point-of-sale costs, with
any resultant gain or loss recognised in the income statement. Point-of-sale
costs include all costs that would be necessary to sell the assets, excluding costs
necessary to get the assets to market. As the fair value of the asset is based on
its present location and condition, the costs necessary to get the assets to market
is deducted from the market price in order to determine its fair value. The
biological assets of the group are comprised of prawns in ponds in Darwin and
barramundi in sea cages in Cone Bay. The biological assets are valued at farm
gate (wholesale buying) prices by MPA'’s chief operating officer Mr Peter Fraser
utilizing current market place knowledge in the public domain.
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1. Significant accounting policies (continued)
(h) Trade and other receivables

Trade and other receivables are stated at their cost less impairment losses (see
accounting policy k).

() Inventories

Inventories are stated at the lower of cost and net realisable value. Net
realisable value is the estimated selling price in the ordinary course of business,
less the estimated costs of completion and selling expenses. Biological assets
related to aquaculture activity and aquaculture produce at the point of harvest are
measured at fair value less cost to sell.

The cost of harvested produce (prawns and barramundi) is its fair value less
estimated point of sale costs at the date of harvest, determined in accordance
with the accounting policy for biological assets (see accounting policy g). Any
change in value through to the date of harvest is recognised in the income
statement. Once harvested, sea food inventories are accounted for as normal
inventories.

The cost of other inventories is based on the first-in, first-out principle and
includes expenditure incurred in acquiring the inventories and bringing them to
their existing location and condition.

()] Cash and cash equivalents

Cash and cash equivalents comprises cash balances and call deposits with an
original maturity of three months or less. Bank overdrafts that are repayable on
demand and form an integral part of the consolidated entity’s cash management
are included as a component of cash and cash equivalents for the purpose of the
statement of cash flows.

(k) Impairment

The carrying amounts of the consolidated entity’s assets, other than biological
assets (see accounting policy g), inventories (see accounting policy i), and
deferred tax assets (see accounting policy r), are reviewed at each balance sheet
date to determine whether there is any indication of impairment. If any such
indication exists, the asset’s recoverable amount is estimated (see accounting

policy k().

For intangible assets that are not yet available for use, the recoverable amount is
estimated at each annual balance sheet date.
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Notes to the condensed consolidated interim financial statements

1.
(k)

Significant accounting policies (continued)
Impairment (continued)

An impairment loss is recognised whenever the carrying amount of an asset or its
cash generating unit exceeds its recoverable amount. Impairment losses are
recognised in the income statement unless the asset has previously been
revalued, in which case the impairment loss is recognised as a reversal to the
extent of that previous revaluation with any excess recognised through the
income statement.

Impairment losses recognised in respect of cash-generating units are allocated
first to reduce the carrying amount of any goodwill allocated to the cash-
generating unit (group of units) and then, to reduce the carrying amount of the
other assets in the unit (group of units) on a pro rata basis.

() Calculation of recoverable amount

The recoverable amount of the consolidated entity’s investments in held-
to-maturity securities and receivables carried at amortised cost is
calculated as the present value of estimated future cash flows, discounted
at the original effective interest rate (ie the effective interest rate
computed at initial recognition of these financial assets). Receivables
with a short duration are not discounted.

The recoverable amount of other assets is the greater of their net selling
price and value in use. In assessing value in use, the estimated future
cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money
and the risks specific to the asset. For an asset that does not generate
largely independent cash inflows, the recoverable amount is determined
for the cash-generating unit to which the asset belongs.

(i) Reversals of impairment

An impairment loss in respect of a held-to-maturity security or receivable
carried at amortised cost is reversed if the subsequent increase in
recoverable amount can be related objectively to an event occurring after
the impairment loss was recognised.

An impairment loss in respect of an investment in an equity instrument
classified as available for sale is not reversed through profit or loss. If the
fair value of a debt instrument classified as available-for-sale increases
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1.
(k)

()

(m)

Significant accounting policies (continued)

Impairment (continued)

(i)

Reversals of impairment (continued)

and the increase can be objectively related to an event occurring after the
impairment loss was recognised in profit or loss, the impairment loss shall
be reversed, with the amount of reversal recognised in the income
statement.

In respect of other assets, an impairment loss is reversed if there has
been a change in the estimates used to determine the recoverable
amount.

An impairment loss is reversed only to the extent that the asset’s carrying
amount does not exceed the carrying amount that would have been
determined, net of depreciation or amortisation, if no impairment loss had
been recognised.

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less attributable
transaction costs. Subsequent to initial recognition, interest-bearing borrowings
are stated at amortised cost with any different between cost and redemption
value being recognised in the income statement over the period of the
borrowings on an effective interest basis.

Employee benefits

(i)

(i)

Long-term service benefits

The consolidated entity’s net obligation in respect of long-term service
benefits, other than pension plans, is the amount of future benefit that
employees have earned in return for their service in the current and prior
periods. The obligation is calculated using expected future increases in
wage and salary rates including related on-costs and expected settlement
dates, and is discounted using the rates attached to the Commonwealth
Government bonds at the balance sheet date which have maturity dates
approximating to the terms of the consolidated entity’s obligations.

Share-based payment transactions

The share option programme allows consolidated entity employees to
acquire shares of the Company. The fair value of options granted is
recognised as an employee expense with a corresponding increase in
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Notes to the condensed consolidated interim financial statements

1.
(m)

(n)

(0)

Significant accounting policies (continued)

Employee benefits (continued)

(i)

(iii)

Share-based payment transactions (continued)

equity. The fair value is measured at grant date and spread over the
period during which the employees become unconditionally entitled to the
options. The fair value of the options granted is measured using a Black
Scholes model, taking into account the terms and conditions upon which
the options were granted. The amount recognised as an expense is
adjusted to reflect the actual number of share options that vest except
where forfeiture is only due to share prices not achieving the threshold for
vesting.

Wages, salaries, annual leave, sick leave and non-monetary benefits

Liabilities for employee benefits for wages, salaries, annual leave and sick
leave represent present obligations resulting from employees’ services
provided to reporting date, calculated at undiscounted amounts based on
remuneration wage and salary rates that the consolidated entity expects
to pay as at reporting date including related on-costs, such as, workers
compensation insurance and payroll tax.

Non-accumulating non-monetary benefits, such as medical care, housing,
cars and free or subsidised goods and services, are expensed based on
the net marginal cost to the consolidated entity as the benefits are taken
by the employees.

Provisions

A provision is recognised in the balance sheet when the consolidated entity has a
present legal or constructive obligation as a result of a past event, and it is
probable that an outflow of economic benefits will be required to settle the
obligation. If the effect is material, provisions are determined by discounting the
expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and, when appropriate, the risks specific
to the liability.

Trade and other payables

Trade and other payable are stated cost.
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Notes to the condensed consolidated interim financial statements

1.
(P)

(@)

(r)

Significant accounting policies (continued)
Revenue
0] Goods sold and services rendered

Revenue from the sale of goods is recognised in the income statement
when the significant risks and rewards of ownership have been
transferred to the buyer. Revenue from services rendered is recognised
in the income statement in proportion to the stage of completion of the
transaction at the balance sheet date. The stage of completion is
assessed by reference to surveys of work performed. No revenue is
recognised if there are significant uncertainties regarding recovery of the
consideration due, the costs incurred or to be incurred cannot be
measured reliably, there is a risk of return of goods or there is continuing
management involvement with the goods.

Expenses
() Net financing costs

Net financing costs comprise interest payable on borrowings calculated
using the effective interest rate method, interest receivable on funds
invested, dividend income, foreign exchange gains and losses.

Interest income is recognised in the income statement as it accrues, using
the effective interest method. Dividend income is recognised in the
income statement on the date the entity’'s right to receive payments is
established which in the case of quoted securities is the ex-dividend date.
The interest expense component of finance lease payments is recognised
in the income statement using the effective interest rate method.

Income tax

Income tax on the income statement for the periods presented comprises current
and deferred tax. Income tax is recognised in the income statement except to
the extent that it relates to items recognised directly in equity, in which case it is
recognised in equity. Current tax is the expected tax payable on the taxable
income for the year, using tax rates enacted or substantially enacted at the
balance sheet date, and any adjustment to tax payable in respect of previous
years.

Deferred tax is provided using the balance sheet liability method, providing for
temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes. The
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Notes to the condensed consolidated interim financial statements

()

(t)

Significant accounting policies (continued)
Income tax (continued)

following temporary differences are not provided for: goodwill not deductible for
tax purposes, the initial recognition of assets or liabilities that affect neither
accounting nor taxable profit, and differences relating to investments in
subsidiaries to the extent that they will probably not reverse in the foreseeable
future. The amount of deferred tax provided is based on the expected manner of
realisation or settlement of the carrying amount of assets and liabilities, using tax
rates enacted or substantively enacted at the balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future
taxable profits will be available against which the asset can be utilised. Deferred
tax assets are reduced to the extent that it is no longer probable that the related
tax benefit will be realised.

Additional income taxes that arise from the distribution of dividends are
recognised at the same time as the liability to pay the related dividend.

Segment reporting

A segment is a distinguishable component of the consolidated entity that is
engaged either in providing products or services (business segment), or in
providing products or services within a particular economic environment
(geographical segment), which is subject to risks and rewards that are different
from those of other segments.

Goods and Services tax

Revenue, expenses and assets are recognised net of the amount of goods and
services tax (GST), except where the amount of GST incurred is not recoverable
from the taxation authority. In these circumstances, the GST is recognised as
part of the cost of acquisition of the asset or as part of the expense.

Receivables and payables are stated with the amount of GST included. The net
amount of GST recoverable from, or payable to, the ATO is included as a current
asset or liability in the statement of financial position.

Cash flows are included in the statement of cash flows on a gross basis. The
GST components of cash flows arising from investing and financing activities
which are recoverable from, or payable to, the ATO are classified as operating
cash flows.
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2.

Segment reporting

Segment information is presented in the condensed consolidated interim financial
statements in respect of the consolidated entity’s business segments, which are
the primary basis of segment reporting. The business segment reporting format
reflects the consolidated entity’s management and internal reporting structure.

Inter-segment pricing is determined on an arm’s length basis.

Segment results include items directly attributable to a segment as well as those
that can be allocated on a reasonable basis. Unallocated items comprise mainly
income-earning assets and revenue, interest-bearing loans, borrowings and
expenses, and corporate assets and expenses.

Segment capital expenditure is the total cost incurred during the period to acquire
segment assets that are expected to be used for more than one period.

Business segments
The consolidated entity comprises of the following main business segments:

e Prawns — The Grow-Out of juvenile prawns.
e Barramundi — The Grow-Out of juvenile barramundi to economic sale size.

Geographical segments

The Company operates in two geographical sectors being the North West of
Western Australia producing Barramundi in the Buccaneer Archipelago and Black
Tiger Prawns in Darwin in the Northern Territory. The administration and
corporate head office is located in West Perth, Western Australia.

Business segments
6 months ended 31 December 2005

Prawns Barramundi Consolidation
2005 2004 2005 2004 2005 2004
$ $ $ $ $ $
Segment - 4,800 - - - 4,800

revenue
Segmentresult  (523,797) | (281,368) | (334,140) (135,057) (857,937) (416,425)

Unallocated - (335,271) (690,188)
Operating loss - - - - (1,193,208) (1,106,613)
Deferred tax - - - - 10,713 10,713
benefit

Loss for the - - -
period

(1,182,495) | (1,095,900)
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3.

Income taxes
Deferred tax

The amount of deferred tax provided is based on the expected manner of
realization or settlement of the carrying amount of assets and liabilities, using the
estimated average annual effective income tax rate for the interim periods
presented. The primary components of the entity’s deferred tax liabilities include
temporary differences related to intangible assets.

Property, plant and equipment
Acquisitions and disposals

During the six months ended 31 December 2005, the consolidated entity
acquired property, plant and equipment with a cost of $1,116,605 (six months
ended 31 December 2004:$39,967). Assets with a net book value of $2,952
were disposed of during the six months ended 31 December 2005 (six months
ended 31 December 2004: nil), resulting in a loss on disposal of nil (six months
ended 31 December 2004: nil).

Capital commitments
During the six months ended 31 December 2005, the consolidated entity issued

purchase orders to purchase property, plant and equipment amounting to
$636,976 that were yet to be supplied at 31 December 2005.

Capital and reserves
Share capital

No further shares have been issued during the six months ended
31 December 2005 and no dividends were paid.

Earnings per share
Basic earnings per share

The calculation of basic loss per share for the six months ended
31 December 2005 was based on the loss attributable to ordinary shareholders
of $1,182,495 (six months ended 31 December 2004: $1,095,900) and a
weighted average number of ordinary shares outstanding during the six months
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6.

Earnings per share (continued)

Basic earnings per share (continued)

ended 31 December 2005 of 142,809,692 (six months ended
31 December 2004:92,663,278 ), calculated as follows:
Loss attributable to ordinary shareholders
For the six months ended 31 December 2005
2005 2004
$ $
Loss for the period 1,182,495 1,095,900
Weighted average number of ordinary shares
For the six months ended 31 December 2005
2005 2004
no. no.
Issued ordinary shares at 1 July 142,809,692 77,464,249
Effect of shares issued on 14 July - 1,327,639
Effect of shares issued on 14 July - 11,152,174
Effect of shares issued on 25 August - 2,719,216
Weighted average number of ordinary shares
at 31 December 142,809,692 92,663,278

Diluted loss per share

Potential ordinary shares are not considered dilutive and accordingly loss per

share is the same as basic loss per share.

Employee benefits

Employee option scheme

At 1 July 2005, the consolidated entity established a share option programme
that entitles employees to purchase shares in the entity. The plan consists of
options to be granted to purchase shares at a price of $0.20 cents. As at
31 December 2005 no options had been granted.

Explanation of transition to AIFRSs

As stated in note 1(a), these are the consolidated entity’s first condensed
consolidated interim financial statements for part of the period covered by the first
AIFRS annual consolidated financial statements prepared in accordance with
Australian Accounting Standards — AIFRSs.
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8.

Explanation of transition to AIFRSs (continued)

The accounting policies in note 1 have been applied in preparing the condensed
consolidated interim financial statements for the six months ended
31 December 2005, the comparative information for the six months ended
31 December 2004, the financial statements for the year ended 30 June 2005
and the preparation of an opening AIFRS balance sheet at 1 July 2004 (the
consolidated entity’s date of transition).

In preparing its opening AIFRS balance sheet, comparative information for the
six months ended 31 December 2004 and financial statements for the year
ended 30 June 2005, the consolidated entity has adjusted amounts reported
previously in financial statements prepared in accordance with its old basis of
accounting (previous GAAP).
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8. Explanation of transition to AIFRSs (continued)

Reconciliation of equity

c c c
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1 July 2004 31 December 2004 30 June 2005

Assets
Cash and equivalents 459,858 - 459,858 1,592,950 - 1,592,950 3,932,041 - 3,932,041
Trade and other receivables 97,384 - 97,384 54,206 - 54,206 115,942 - 115,942
Other current assets - - - 108,263 - 108,263 17,853 - 17,853
Assets held for resale - - - - - - 166,920 - 166,920
Total current assets 557,242 - 557,242 1,755,419 - 1,755,419 4,232,756 - 4,232,756
Property, plant and equipment 3,563,089 - 3,563,089 3,535,712 - 3,535,712 4,033,950 - 4,033,950
Intangible assets 714,194 - 714,194 857,953 - 857,953 1,155,142 - 1,155,142
Total non-current assets 4,277,283 - 4,277,283 4,393,665 - 4,393,665 5,189,092 - 5,189,092
Total assets 4,834,525 - 4,834,525 6,149,084 - 6,149,084 9,421,848 - 9,421,848
Liabilities
Trade and other payables 250,296 - 250,296 351,225 - 351,225 461,625 - 461,625
Employee benefits 9,306 - 9,306 34,787 - 34,787 45,273 - 45,273
Total current liabilities 259,602 - 259,602 386,012 - 386,012 506,898 - 506,898
Deferred tax liabilities (a) - 214,258 214,258 - 203,545 203,545 - 192,832 192,832
Total non-current liabilities - 214,258 214,258 - 203,545 203,545 - 192,832 192,832
Total liabilities 259,602 214,258 473,860 386,012 203,545 589,557 506,898 192,832 699,730
Net assets 4,574,923 (214,258) 4,360,665 5,763,072 (203,545) 5,559,527 8,914,950  (192,832) 8,722,118
Equity
Issued capital 9,392,956 - 9,392,956 11,687,718 - 11,687,718 16,195,314 - 16,195,314
Accumulated losses (4,818,033) (214,258) (5,032,291)  (5,924,646) (203,545)  (6,128,191) (7,280,364) (192,832) (7,473,196)

Total Equity 4,574,923 (214,258) 4,360,665 5,763,072 (203,545) 5,559,527 8,914,950 (192,832) 8,722,118
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8. Explanation of transition to AIFRSs (continued)

Reconciliation of profit
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31 December 2004 30 June 2005

Revenue - - - - - -
Pre production expenses (341,274) - (341,274) (813,328) - (813,328)
Gross loss (341,274) - (341,274) (813,328) - (813,328)
Other operating income 139,714 - 139,714 174,096 - 174,096
Administrative expenses (737,496) - (737,496) (1,426,859) - (1,426,859)
Depreciation and amortisation expenses (123,585) - (123,585) (302,191) - (302,191)
Selling and marketing cost (86,566) - (86,566) (184,990) - (184,990)
Operating loss before financing costs (1,149,207) - (1,149,207) (2,553,272) - (2,653,272)
Financial income 42,594 - 42,594 90,941 - 90,941
Loss before tax (1,106,613) - (1,106,613) (2,462,331) - (2,462,331)
Deferred tax benefit (a) - 10,713 10,713 - 21,426 21,426
Loss for the period (1,106,613) 10,713  (1,095,900) (2,462,331) 21,426  (2,440,905)
Basic loss per share (cents) 1.19 - 1.18 2.48 - 2.45

(a) Deferred tax is provided using the balance sheet liability method, providing for temporary differences between the carrying amount of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes. The amount of deferred tax provided will be based on the expected manner of realisation
of the asset or settlement of the liability, using the tax rates enacted or substantively enacted at reporting date.

A deferred tax liability has been recognised on the intellectual property acquired prior to transition date. The impact of this was to recognise a deferred tax liability in
transition of $214,258. Each subsequent period, this deferred tax liability reduces as the intellectual property is amortised for accounting purposes.
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9.

10.

Related party disclosure

The related party disclosure as made in the annual accounts dated 30 June 2005
have continued in nature in this six monthly period.

Events subsequent to Balance Date

A placement of 8,000,000 shares at 4 cents per share was made to sophisticated
investors on 17 February 2006 raising $320,000.

The placement included one 4 cent option expiring 30 September 2006 for every
share taken up plus one 8 cent option expiring 30 September 2007 for every
two shares taken up. If exercised, the 30 September 2006 options will raise a
further $320,000. Similarly, the 30 September 2007 options, if exercised, will
raise a further $320,000.

A prospectus dated 3 March 2006 offering existing shareholders the entitlement
to take up one share at 4 cents per share for every two shares they held at the
record date of 1 March 2006 was despatched to shareholders on 7 March 2006.
The offer is anticipated to raise $3,016,194 (before the cost of the offer) and is
fully underwritten by Argonaut Capital Limited.

The offer which includes one 4 cent option expires 30 September 2006 for every
share taken up plus one 8 cent option expiring 30 September 2007 for every
two shares taken up.

If exercised, the 30 September 2006 options will raise a further $3,016,194.
Similarly the 30 September 2007 options, if exercised, will raise a further
$3,016,194.






