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Compumedics Limited
Half Year ended 31 December 2006

(Previous corresponding period:
Half Year ended 31 December 2005)

Results for Announcement to the Market

$°000

Revenue from ordinary activities up/dess 9.1% | o 19,733
{Appendix 413 item 2.1}

Profit from ordinary activities after lax _
atiributable 10 members up/dewes na% | 1o 461

{Appendix 413 item 2.2)

Net profit for the period atiributable o
members upidows nfa% | to 461

{Appendix 413 item 2.3}

Dividends/distributions Amount per securily Franked amount per
{Appendix 413 item 2.4} securily

Final dividend (prior vear) nfa n/a
Record date for determining entitlements to the dividend n/a

{Appendix 413 item 2.5}
Explanation of Revente (Appendix 40 item 2.6)

Revenues from continuing operations were 9.1% higher at $19.7m for the half vear to
December 31, 2006 compared to $18.0m for the previous corresponding half year. The
improved revenue position was primarily a result of the strong underlying turnaround in
the US business following the changes made in that business in calendar 2005.

Revenues from continuing operations in the USA were 40% higher at $9.0m for the
half year to December 31, 2006 compared to $6.4m for the previous corresponding half
year. The improved revenue position was broadly across the board for the US business
with sleep product revenues 43% higher, brain research revenues 17% higher, DWL
revenues 287% higher, supplies revenues 5% higher and service revenues 31% higher
than for the previous corresponding half year.

Revenues from continuing operations in the European business were 35% higher at
$3.1m for the half vear to December 31, 2006 compared to $2.3m for the previous
corresponding half year.

Revenues from continuing operations in Asia were 46% lower at $1.6m for the haif
year to December 31, 2006 compared to $3.0m for the previous corresponding half
year, reflecting external market issues in the Chinese market.

Revenues from continuing operations in Australia were 8% lower at $2.6m for the half
year to December 31, 2006 compared to $2.8m for the previous corresponding half
year, but are broadly in line with revenues expected from this market given our 70%+
market share.



Explanation of Profit/(loss) from ordinary activities after tax (Appendix 4D item 2.6)

Profit for the half year to December 31, 2006 was $0.5m compared to a loss of $3.0m
for the previous corresponding half year.

The significant improvement in the earnings capability for the business was driven by
the return to growth in revenues from continuing operations plus the full effect of the
expense reductions that were implemented from late calendar 2005 through calendar
2006, including the $0.8m reduction in legal costs associated with the European legal
dispute that were incurred in the previous corresponding half year.

As previously noted in the ASX Final Report at June 30, 2006 the company
implemented expense reductions of about $4m on an annualised basis during financial
year 2006 of which about $2m are reflected in the half vear result to December 31,
2006

In addition the company has grown revenues by $1.7m for the half vear to December
31, 2006 compared to the previous corresponding half year which improves earnings by
about $1.0m in the current half year.

Whilst significant work has been done to bring the business back to profitability much
work still remains to achieve satisfactory earnings from a market perspective. To this
end the company will continue to reduce expenses where it can and to logically
continue to grow revenues from continuing operations by expanding market share in
the US, Europe and Asia as well as selling into markets around the world where the
company curreatly does not have a presence or has a small presence relative to the
market opportunity.

Explanation of Dividends (4ppendix 4D item 2.6 )

No dividends have been declared or paid in the period.
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This interim financial report does not include all the notes of the type normally
included in an annual financial report. Accordingly, this report is to be read in
conjunction with the annual report for the year ended 30 June 2006 and any public
announcenients made by Compumedics Limited during the interim reporting period in
accordance with the continuous disclosure requirenents of the Corporations Act 2001,



Directors’ Report
Interim Report — 31 December 2006

Your director’s present their report on the consolidated entity consisting of Compumedics
Limited and the enfities it controlled af the end of, or during the half-year ended 31 December
2006.

Director’s
The following persons were directors of Compumedics Limited during the whaole of the half-
year and up to the date of this report.

Mr. . Burton
Mr. A. Anderson
Prof. G. Mitchell

Mr. Bruce Rathie resigned ag a Director of the company ag at 31 December, 2006.

Review of Operations
A summary of consolidated revenues and results for the half year is set out below:

6 mths ended 6 mihs ended

Dec 2006 Dec 2005
Operating revenue {A$000) 19,733 18,054
Profit / (Loss) before interest, and tax 748 {2,509
(A$°0060)
Profit / (Loss) for the half year (A$ 060) 461 {3,021

Profit / (Loss) per share {cents) 6.00¢ (2163



Comments on the operations are as foHows:
Business / Product Group Performance

The company generated revenues from continuing operations of $1¢.7m for the half year to
December 31, 2006, which was 9.1% higher than the previous correspording half vear.

Revenues from continuing operations in the sleep business globally were $8.1m for the half
year to December 31, 2006 or 28% higher than the previous corresponding half year. The
improvement in the sleep business was primarily driven by the improvements in the US and
European markets for sleep products as a consequence of the changes that were implemented
there in 2003 and 2006,

Revenues from continuing operations in the brain research business globally were $4.8m for the
half year to December 31, 2006 or about the same as the previous corresponding half year.
Growth for the brain research business was primarily driven out of the US and European
markets at 17% and 27% growth respectively compared to the previous corresponding half
year. Fhis wag offset to some extent by sales declines in Asia.

Revenues from continuing operations in the DWL business globally were $3.5m for the half
year 0 December 31, 2006 or 28% higher than the previous corresponding half yveay. Growth
for the DWL business was primarily driven out of the US market where revenues were 287%
higher than the previous corresponding half year.

Events subseqguent {o reporting date

Pursuant to the terms of its renewed arrangements with it bankers the company paid down $2m
in debt by utilising its security cash deposit. The pay down of the long term debt occurred
during January 2007, The impact of this pay down in long term debt was to reduce cash and
cash equivalents by $2m and reduce non cusrent interest bearing Habilities by the same amount.
Auditor’s Independence Declaration

A copy of the auditor’s independence declaration as required under section 307C of the
Corporations Act 2001 is set out on page 7.

Rounding of amounts

The company is of a kind referred to in Class Order 98/0H00 issued by the Australian Securities
& Investments Commission, relating to the “rounding off™ of amounts in the directors’ report
and financial report. Amousnts in the directors’ report and financial report have been rounded

off to the nearest thousand dollars in accordance with that Class Order.

This report is made in accordance with a resolution of the directors.

D). Burton
Execotive Chairman

Melbourne
February 27, 2007
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Compumedics Limited
Consolidated income statement
for the half year ended 31 December 2006

Half Year Haif Year

20806 2005

$°060 $7600

Revenue from coatinuing operations 14,733 18,654
Cost of sales (7.474) {7,203
Administration {2,263} {3.651)
Sales & Markeling (6,219) {5,991
Research & Development (2,631 {3,894%
Finance cosis {485} {336)
Net foreign exchange gain / (loss) {200} 2
Profit/(Loss) before income tax 461 {3,618)
Income tax expense - (3)
Profit/(Loss) for the half year 461 {3421
Profivf{Loss) altributable to members of 461 (3.021)

Compumedics Limiled

Earnings per share for profi#/(loss) from
continging eperations attributable to the Cents Cents
ordinary equity holders of the company:

Basic earnings per share .00 (2.16)

Diluled earnings per share .00 (2.16)

The above consolidated income statement should be read in conjunction with the accompanying nofes.



Compumedics Limited
Consolidated balance sheet
as at 31 December 2006

31 Dec 2006 30 Jure 20086
$°000 $°000

ASSETS
Curreat assets
Cash and cash equivalents 2,980 3,319
Receivables 12,723 13,112
Inventories 5,184 4.826
Total current assets 20,866 21.257
Non current assefs
Property, plant and equipment 565 918
Total non current assefs 565 918
Fotal asseis 21,491 22,175
LIABILITIES
Curreat Liabilities
Payables 6,652 7,128
Interest bearing liabilities 2,666 3,156
Current tax liabilities 71 72
Provisions 673 640
Other 1,180 1,115
Total current liabilities 14,102 12,151
Non current liabilities
Inferest hearing liabililies 3,020 3,247
Provisions 84 60
Fotal non current labilities 3,143 3,347
TFotal liabilities 14218 15,458
Net assefs 7,276 6,717
EQUITY
Contribuled equity 29,357 26620
Reserves {624) {3R5)
Retained carnings {21,457 {21,918}
Total egaity 7,276 6,717

The above consolidated balance sheet should be read In conjunction with the accompanying gotes.



Compumedics Limited
Consolidated statement of changes
in equity for the half year

ended 31 December 2006

Half Year Half Year
2006 2005
$°800 $°000
Total equily at the beginning of the half year 6,787 8,139
Exchange differences on translation of foreign (239) 257
aperations
Net income/{losses) recogaised directly in equity (239 257
Profi/{Loss) for the hall year 461 (3,021
Total recognised income and expenses for year 222 (2,764)
Fransactions with equity holders in their
capacity as equity holders:
Value of conversion rights on issue of Redeemable 137 )
Convertible Noles (RCNs) o
Total equity at the end of the half vear 7,276 5,375

The above consolidated statement of changes in equity should be read in conjunction with the accompanying notes.



Compumedics Limited
Consolidated cash flow statement
for the half year ended 31 December 2006

Half Year Half Year
2806 2065
$000 $°000
Cash flows from operating activities
Receipts from customers 19,732 17516
(inclusive of goods and services tax)
Payments (o supphers and employees (19,149 {18.647)
(inclusive of goods and services tax)
Interest received 14 T8
Inferest and other costs of lMnance paid {264} {336)
Net cash inflow / (outflow) from operating 393 {1,389
activities
Cash flows from investing activities
Paymenls for property, plant and equipment - 31
Net cash inflow / (outflow) frem investing - {31
activities
Cash flows from financing activities
Proceeds from borrowings - 257
Repayments of finance leases {66} {50}
Repayment of borrowings {489} {1432)
Net cash inflow / (outflow) from financing {3558) 65
activities
Net increase f {decrease) in cash and cash {162) {1,355)
equivalents
Cash and cash equivalents at the beginning of 2,353 3,922
the halfl year
Effectls of exchange rale changes on cash 31 12
Cash and cash equivalents at the end of Lthe 2,222 2,579
half year
Add back DWL overdrafl presented as current 767 740
interest bearing Habilities in the consolidated
balance sheet
Cash and cash equivalents as reported in the 2,985 3319

consolidaied balance sheet

$2m of the above cash balance is restricted as part of the company’s security arrangement with the ANZ Bank.

The above consolidated cash tlow staterment should be read in conjunction with the accompanying nofes.



Compumedics Limited
Notes to the financial statements
for the half year ended 31 December 2006

1 Basis of preparation of consolidated half year financial report

The financial report for the interim half year reporting period ended 31 December 2006 has
beer prepared in accordance with Accounting Standard AASB 134 Interim Financial Reporting
and the Corporations Act 2001.

This interim financial report does not inclizde ali the notes of the type normally included in an
annsual financial report. Accordingly, this report is to be read in conjunction with the annual
report for the year ended 36 June 2006 and any public annouacements made by Compumedics
Limited during the interim reperting peried ia accordance with the continuous disclosure
requirements of the Corporations Act 2001,

The accounting policies adopted are consistent with those of the previous financial year and
correspording interim reporting period.

Going Concern

During the half year ended 31 December, 2006 the consolidated entity (Compumedics)
generated an operating profit of $0.5m and positive cash flows from operations of $0.4m. This
was in confrast with the previous financial vear during which the consolidated entity
experienced operating losses and negative cash flows from operations.

As the consolidated entity previously indicated in the ASX Final Report at June 36, 2006 about
$4.0m in costs on an annualised basis have been removed from the business and these are now
fully reflected in this result along with additional profits from the growth in sales.

As a consequence the consolidated entity was compliant with each of its bank covenant tests
through the period from July 2006 to December 2006. The consolidated entity has now been
compliant with its bank covenants since March 2006.

However, the continuing viability of the consolidated entity requires:

+  The consolidated entity to achieve its budget and comply with its bank covenants
¢ Improvement in the terms under which receivables are collected
s The ntention of the RCN’s holder not to convert the RCN’s into cash in March 2007,

In addition, the consolidated entity continues to progress a number of additional strategies in
order to potentially raise capital or reduce costs further should the need arise.

The Directors believe the consolidated entity will be successful in the above activities and
accordingly have prepared the financial report on the basis that the company will realise its
assets and seftle its Habilities and commitments in the normal course of business and for at least
the amounis stated in the financial report.



Compumedics Limited
Notes to the consolidated financial statements
for the half year ended 31 December 2006

Note 2. Segment information
Primary reporting format — business segments
Half year 2006
$°000
Sleep Neuroscan  Neuaroscience Supplies  Intersegment Group
{Brain {Chinical EEG + Flimination
Research) DWL}

Total segment revemie 8,504 4,767 4,386 2065 - 19,722
tinaltocated it
revenne
Total revenue and 19,733
and other income
SEGMENT RESULT 1.074 (335} {616) T8 - 831
Unallocated revenae {370
tess nmallocated
expenses

Profit hefore income tax 461




Compumedics Limited
Notes to the consolidated financial statements
for the half year ended 31 December 2006

Note 2. Segment information

Primary reporting format- business segments

Half year 2005
$°000
Sleep Neuwroscan  Neuaroscience Supplies  Intersegment Group
{Brain {Chinical EEG + Flimination
Research) DWL)

Total segment revenue 6,987 4,944 4,256 2,040 {175 18,654
Unallocated
Revenue
Total revenue and 18,654
and other income
SEGMENT RESULT (853} (499} (1,042) 289 {2,105}
Unallocated revenae {913}
tess nmallocated
expenses

Profit before income tax {3018}




Compumedics Limited
Notes to the consolidated financial statements
for the half year ended 31 December 2006

Note 3. Equity securities issued
On March 16, 2006 the company issued Redeemabie Convertible Notes {RCN’s) to
D& Burton Holdings Pty Ltd to the value of $1 million which has been classified as
debt.

The terms of this RCN g issue are:

1. The RCN’s carry a coupon rate of interest of 20%pa as approved by
shareholders at the annual general meeting of the company on November 28,
2006.

2. The RCN’s are convertible info ordinary issued equity of the company on the

1" and 2™ anniversary of their issue.
The RCN's have a 2 year life.

4. The convergion factor to be used i the holder elects to turn the RCN'g into
ordinary equity of the company is the average share price for 5 days
immediately prior to the issue of the RCN’s.

The $1m is payable within 30 days of the issue of the RCN’s.

6. The ability of the note holder to convert the RCN’s into ordinary equity of the
company required the approval of the shareholders. The approval of the
shareholders was obtained at the Annuzal General Meeting on November 28,
2006.

As already indicated on November 28, 2006 at the annual general meeting of
Compumedics Limited the shareholders approved the rights of the note holder to
convert the RCN'¢ to equity in Compumedics Limited as laid out in the terms of the
RCN’s document.

The shareholders at the same meeting also confirmed the interest rate of 20% pa which
was a direct outcome to the shareholders approval of convertibility of the RCN’s to
equity in Compumedics Limited.

Ag a consequence the note holder is entitled to a coupon interest rate of 20% and may
in the 7 day period up to March [6, 2067 convert or redeem some or all of the RCN’s.

The same election also exists in the 7 day period up to March 16, 2008. However on
March 16, 2008 the Company must redeem any outstanding RCN’¢ at that point in
time.

In addition the RCN’s provide for interest to be paid annually on March 16, 2007 and
2008. The interest payabie at that time can only be paid in equity purszant o the terms
of the RCN’s.

The fair value of the RCN’s is presented in the balance sheet as current interest bearing
liabilities. The fair value of the conversion rights are presented in equity.



Compumedics Limited
Notes to the consolidated financial statements
for the half year ended 31 December 2006

Note 4. Events occurring after balance date

Pursuant to the terms of the consolidated entity’s renewed arrangements with its bankers the
company paid down $2m in debt by utilising its security cash deposit. The pay down of the
long term debt occurred during Jaauary 2007, The impact of this pay down in long term debt
was to reduce cash and cash equivalents by $2m and reduce non current interest bearing
liabilities by the same amount.



Compumedics Limited
Directors’ Declaration
for the half year ended 31 December 2006

In the directors’ opinion:

(a) the financial statements and notes sef ouf on pages 8 to 16 are in accordance with the
Corporations Act 2001, including:
(1} complying with Accounting Standards, the Corporations Regulations 2001 and other
mandatory professional reporting requirements; and

(iiy giving a true and fair view of the consolidated entity's financial position as at 31
December 2006 and of its performance, as represented by the results of its operations,

changes in equity and ils cash flows, for the half year ended on that date; and

(b} There are reasonable grounds to believe that Compumedics Limited will be able to pay its
debts as and when they become due and payable.

This declaration 1s made in accordance with a resolution of the directors.

David Burton
Execotive Chairman

Melbourne
February 27, 2007
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INDEPENDENT AUDITOR'S REVIEW REPORT

o the members of Compnimedics Limited

4812
Fa-:sfmle g1 > &’F#ﬁ Q&’;‘Q

Report on the Half-Year Financial Report

Wide e vevriswved the aonommpenving halfverr Busncial report of Comgrmnedics Eavsted, which
cotmptses the balance sheet as at 31 December 2008, and the mccme statemeat, sintement of chisngey
ia geuaty s cazh flow satement for thie kalfovesr snded o that dave, ofter selecssd explanavory notes
sinch the divectors” declaration for the Cgm1mﬁd1cs Lipmited Groug ﬁhe consclidated entiny). The
zoneolidated entity comypeizes both Compamedics Linufed (fhe conpany) and the safifies of confrolied
daning that halfvear

Divactors " Responsibiliy for fhe Hali® Tear Financiol Repovt

The divectors of fe company are responsible for the preparation and f2ir presendation of the halfyesr
finzacial report in accordance with Avstralian Accounting Stuadsds {ioclndins the &sstralian
Acconnting eepretstions) and the Corporamons Aot 2001 This responsibility incindes desipning,
mplementing and memizming wrfernal control velevant fo the preparation sad fawr preseniaiton of the
hialf-year firmncial report fhat is fee froms material méssinterent, whether due to fraud or error;
5&1&1‘“{1132 20 Bppiving appespriste accoaHiting policies; and maling acromuting extiveates et are
regzoasble i the chremmsiances.

Anelitor’s Responsibeligy

Dy respomeibility i To-express a conclusion ot the half-vear finrncial repart based om s revew. We
romdocted cur teview inaccerdanee with Auditing Standard on Beview: Engagemenis S3EE 2410
Revierwr of an Intsrine Financial Report Parfbement by She Independenr Anditor of te Enfity, mi ceder b
sate whiether, og fhe bass of the procedures described, we barve becomss aware of amy moafher that
e s hel{eﬁ e that the fnancial veport is wot i sccordance w[éh the Coiporafons Aoy 200}
tachudings i e axiel. Tair wiew of the consolidsted entity s financial postiion as a8 31 Decemlber
2008 and its performsncs for the halfyear ended on that das; and compdying with Aceovunting
Standerd AASE 134 Dwariie Fiaanciol Reperiing and the Corpovatiens Regulafions 200 . As the
anditor of Comypremedies Limited, ASKEE 2410 secquires that we comply with the ethival requirements
relevanr to ihe aadii of the arnoal fosacisl repot.

Acreview ol half-year Bnancial report cogststs of malang enquines, prmeanty of persons responsible
T Snmneial end accosniing mafvers, aad sppdyiag suslvites] aond eiller review proceduees, i also
sraciudey resding fhe cther mformation neiaded with the fineneisd repest fo determine whethey it
LG Ry material incoasistancies with fhe fnancial pepert. A review is substaetialby less 1 seope
fhan a0 modit condocted i acoordance with Atwstralian Aaditing Stasdards sl conseqmmﬁﬁ. dioes not



2nable v o oblatn sssurance: that we wonld become sware of 21l significant matters that mughs be
icherstified i an andit. Aceordingly, we do not express an sudid opinton.

For Awther explanation of a reviesr, visi o website hitp:Sanany pie coryan/finsaeialaafomartanndil
While we considered the effectiveness of manmgement’s indernal controly cver fasncial reporting when

detepmining the asnwe and extent of our procedniss, one teview was not designed to provide misurance
on internel comtrols.

Dy venew dedf mot involoe e analysis of the pradence of busttess decisions made by directons or
rabbendol ok 8

Tndependence

Tn conducting one verdew, we ave complied with the independence raguirements of the Corpormions

Act 2001
Conelusion
Based on o review, wharh s 6o an sudit, we hive aot become aware of sy maatder thas rades v

belisve that the half-vear financial report of Comprmedics Limited 15 aot in accordance with. the
Corporamons Act 203 tacinding:

(@) giving o fae and By view of the consolidated sutity’s financial position ax at 31 Decentber
2006 and of it performance for the halfvesy snded oa that date; and

(& coneplviag with Accovnting Sanedacd AAEE 134 Infaim Fisoneiad Reporiing aad
Cmporaficns Regulafions JM0 .

et b v
PricevvaterhouseCoopers

Ao Linschotern Idelbourme
Parter A7 Febemary 2007
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NTA Backing (Appendix 41) izem 3}

Compumedics Limited
Supplementary Appendix 4D information
for the half year ended 31 December 2006

2006

2005

Net tangible assel backing per ordinary share

5.2 cents

4.0 cents

Additional dividend/distribution information * (Appendix 41) item 5}

Details of dividends/disiributions declared or paid during or subsequent 1o the year ended 31 December

2005 are as follows:

Record dale Payment daie Type Amount Tolal Franked Foreign
per dividend amount sourced
securily per dividend
security amount per
security
N/A N/A N/A NFA N/A N/A N/A

Dividend/distribution reinvestment plans (Appendic 412 item 6)

NOT APPLICABLE




Compumedics Limited
Supplementary Appendix 4D information
for the half year ended 31 December 2006

Material factors affecting the revenues and expenses of the economic entity for the
current period

The magor impacts to the revenues and expenses of the economic entity in the half year to
Decemnber 31, 2006 have already been disclosed elsewhere in this document.

Material factors affecting the assets, liabilities and equity of the economic entity for the
current period

The magor factors impacting the assets and liabilities of the Company relate to the on-going tura
around of the Company following it’s restructure and as evidenced by these results.

Material factors affecting the cash flows of the economic entity for the current period

The major factors impacting the cash flows of the Company relate to the on-going tfurn arcund
of the Company following it”s restructure and as evidenced by these results.



