COMPUMEDICS LIMITED
(ACN 006 854 897)

ASX Half-year information — 31 December 2005

Lodged with the ASX under Listing Rule 4.2A.3
This information should be read in conjunction with the
30 June 2005 Annual Report.

Contents

Results for Annocuncement to the Market 2
{Appendix 413 item 2)

Half year report 4
(ASX Listing rule 4.241)

Supplementary Appendix 4D Information 36
{Appendix 40) items 3 fo 9)



Compumedics Limited
Half Year ended 31 December 2005

{(Previous corresponding period:
Half Year ended 31 December 2004}

Results for Announcement to the Market

$'000

Revenue from ordinary activities wp/down (% | o $18,054
(Appendix 40 item 2.1}

Preofit/(loss) from ordinary activities after tax . _
attributable to members up/down 603% | to $(3,021)
(Appendix 40 ffem 2.2)

Net profit/(loss) for the period attributable to
members up"ée*‘v"ﬂ‘ a03% 1o ${3 ,02 i }

(Appendix 40 ifem 2.3)

Dividends/distributions Amount per security Franked amount per
(Appendix 4D item 2.4) security

Final dividend (prior year) wa néa
Record date for determining entitiements to the dividend n/a

(Appendix 40 ifem 2.3)
Explanation of Revenue (dppendix 4D item 2.6)

Revenues declined by 7.0% from $19.4m fo $18.1m primarily as a consequence of the slower
turnaround in sales in the US business in both the sleep and brain research {Neuroscan)
business units following the restructuring done within each business in the middle of calendar
2065, Declines in the US business units were 24% and 35% respectively.

Offsetting the performance in the US business were solid improvements in the other geographic
territories.

The Australian business grew sales by 10% over the same 6 month period last year. The Asian
business grew sales excluding Japan by 67% over the same 6 month period last year and the
Furopean business grew sales by 30% over the same 6 month period last year.

The DWL business grew revenues by 7% over the same 6 month period last year.
Explanation of Profit/(loss) from ordinary activities after tax (Appendix 40 item 2.6)

Losses were impacted by the slower turnaround in US sales as explained above and by the
booking of one-off and non-recurring expenses in the period. The expenses were impacied by
legal fees resulting from the legal dispute with the company’s former distributor in Europe.
Legal costs booked in the period for this activity amounted to approximately $0.8m. As
announced this legal case has been resolved and the company will book proceeds from the
seftlement of approximately $2.0m (USD1.45m) as other income in the second half of the
financial year.



The company also booked other fees and charges that it does not expect 1o incur in the second
half of approximately $0.2m.

In addition to these one-off expenses the company has reduced iis operating expenses since the
last reporting date by approximately $3.4m on an annualised basis. 1t is expected that these
expense reductions will positively impact earnings before inferest and tax by approximately
$1.4m in the second half of the financial year through to June 30, 2006.

Explanation of Dividends (Appendix 41 item 2.6 )

No dividends have been declared or paid in the period.
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This mterim financial report does not include all the notes of the type normally
meluded 1n an annual financial report. Accordingly, this report 1s to be read 1n
conjunction with the annual report for the year ended 30 June 2005 and any pubiic
announcements made by Compumedics Limited during the mterim reporting period in
accordance with the confinuous disclosure requirements of the Corporations Act 2001.



Directors’ Report
Interim Report — 31 December 2005

Your directors present their report on the consolidated entity consisting of Compumedics
Limited and the entities it controiled at the end of, or during the half-year ended 31 December
2005.

Directors
The following persons were directors of Compumedics Limited during the whole of the half-
year and up to the date of this report.

Mr. D). Burton
Mr. A. Anderson
Mr. B. Rathie
Prof. G. Mitchell

Mr. Koichiro Koike resigned as a Director of the company as at 30 September, 20035,

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

6 mths ended 6 mths ended

Dec 2005 Dec 2064
Operating revenue {A$°0060) 18,054 19,402
Loss before interest and tax (A$000) {2,682) {190
Losses for the half year (A$°000) (3,021 {430)
Losses per share {cents) {2.16)¢ (6.0

Diluted losses per share {cents) {2.16)¢ (GO1)¢



Comments on the operations are as follows:
Regional Performance

The business generated sales of $18.1m for the first 6 months of the financial year to December
31, 2005, This compares to $19.4m in revenues for the same time last year or a 7% decline, all
of which is atiributable to a slower than anticipated turnaround in USA sales for both the sleep
and brain research (Neuroscan) business units following the restructuring completed there in
the middle of calendar 2005.

The USA clinical {sleep) business [inished 24% below revenues for the same period last year.
The USA research business finished 35% below revenues for the same six month period last
year.

The business tock orders for the 6 months to December 31, 2005 of $18.7m and with prior
carry forward orders was holding about $1.2m in open orders at December 31, 2065 that will
ship in early 20006.

Countering the slower turnaround in the USA sales performance were good performances by
the rest of world businesses where the Australian business revenues finished approximately
10% higher than for the same six months last year. Rest of Asia business revenues, excluding
Japan, {inished approximately 67% higher than for the same six months last year, whilst
Furopean business revenues finished approximately 30% higher than for the same six monihs
last year. These results clearly demonstrate improving environments for the business in these
parts of the world as a consequence of the restructuring done in June/July 2005 and the
contribution of the new resources bought in at that fime to these business areas.

Events subsequent to reporting date

On January 11, 2006 Compurmedics reached settlement over a contractual dispute with its
former FEuropean distributor for sleep equipment.

The settlement agreement will result in USD1.45m cash being booked as other income in the
trading results for the company in January, 2006. The cash was received on February 8, 2006,

Rounding of amounts to nearest thousand dolars

The company is of a kind referred to in Class Order 98/0100 issued by the Australian Securities
& Investments Commission, relating to the “rounding off” of amounts in the directors’ report
and financial report. Amounts 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.

Auditors’ Independence

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

D. Burton
Executive Chairman

Melbourne
16 March, 2006
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Auditors’ Independence Declaration pelephone: £ 013 008 e

As lead auditor for the review of Compumedics Limited for the half year ended 31 December
2005, | declare that to the best of my knowledge and belief, there have beem

a} no contraventions of the auditor independence requirements of the Corporations Act
2001 in relation to the review; and

b} no contraventions of any applicable code of professionat conduct in relation to the
review.

This declaration is in respect of Compumedics Limited and the entities it controlled during the
period.

e

Anton Linschoten Metbourne
Partner 16 March 2006
FPricewaterhouseCoopers

Liability limited by a scheme approved under Professional Standards Legislation



Compumedics Limited
Consolidated income statement
for the half year ended 31 December 2005

Half Year Half Year
2805 2084
$°6800 $060
Revenue from continuing operations
Revenue from sale of goods and services 18,054 15,402
18,854 19,462
Expenses
Cost of sales (7,998) (8,348}
Administration {3,314) (2,698)
Sales & Marketing {5,173) (4,121)
Research & Development {3,718) (3,430%
Borrowing cosis (336) {238}
Depreciation & Amortisation Charge {335) {437y
Net foreign exchange gain / (loss) 2 {558}
Losses before income tax {3,018) {428}
Income tax expense (3) {2}
Losses for the half year {3,021 {430}
s 30
Losses per share for losses from continuing
operations attributable fo the ordinary
equity holders of the company (cents):
Basic (2.16%¢ (0.01%
Diluied (2.163¢ (0.01%

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



Compumedics Limited
Consolidated balance sheet
as at 31 December 2005

31 Dec 2005 30 June 2005
S 000 $°000

ASSETS
Current assets
Cash and cash equivalents 2.57% 3,022
Recelvables 11,994 11,239
Inventories 6,135 5,962
Other 142 426
Total current assets 20,850 21,549
Non current assefs
Receivables - 119
Property, plant and equipment 1.42¢ 1,521
Intangible assels - 252
Total non current assets 1,426 1,892
Total assets 22,276 23,441
LIABILITIES
Current Liabilities
Payables 8,760 7.456
Interest bearing Habilities 6,089 5,806
Current tax liabilities 81 72
Provistons 565 535
Other 964 1,178
Total current Habilities 16,403 15,047
Non current liahilities
Interest bearing Habilities 368 130
Provisions 119 115
Other 11 10
Total non current liabilities 498 255
Total liabilities 16,901 15,302
Net assefs 5,375 8,139
EQUITY
Contributed equity 29,020 29,020
Resorves {381} (638}
Retained earnings (23,264} (26,243)
Total eqaity 5,375 8,139

The above consolidated balance sheet should be read i conjunction with the accompanying notes.



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

as at 31 December 2005

Half Year Half Year

2085 2004

$*080 $°008

Fotal equity at the beginning of the half year 8,139 13,837
Adiustment on the adoption of AASBI121 net of tax:

Reserves - (469)
Exchange differences on translation of foreign 257 -
operations
Net income/(losses) recognised directly in equity 257 (469)
L osses for the half year {3,021} (438
Total recognised income and expenses for year (2.764) (899
Dividend paid - (700)
Total eqaity at the end of the halt vear 8,375 12,238

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



Compumedics Limited
Consolidated cash flow statement
for the half year ended 31 December 2005

Half Year Half Year
2605 2004
$°000 £*000
Cash flows from operating activities
Receipts from customers 17,514 19,300
(inclusive of goods and services tax}
Paymenis to supplies and employees {18,647) (18,6013
(inclusive of goods and services tax}
(1.131) 699
Interest received 78 120
Interest and other costs of finance paid (3306) {175y
Income tax paid - -
Net cash outflow from operating activities {1,389) 644
Cash flows from investing activities
Payments for property, plant and equipment (31) (131)
Payments lor purchase of controlled entity, - {2,579
net of cash acquired
Net cash outflow from investing activities 30 2,71
Cash flows from financing activities
Proceeds from borrowings 257 2,622
Repayments of finance leases (9 {524
Repayment of borrowings {102) {1,430}
Dividend Paid - (610}
Net cash inflow {outflow) trom financing 65 530
activities
Net decrease in cash and cash equivalents {1,355) {1,536}
Cash and cash equivalents at the beginning of 3.922 6,352
the half year
Effects of exchange rate changes on cash 12 (1243
Cash and cash equivalents at the end of the 2579 4,692

half year

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

The above consolidated cash flow statement should be read in conjunction with the accompanying notes.



Compumedics Limited
Notes to the financial statements
for the half year ended 31 December 2005

1 Summary of significant accounting policies

This general purpose financial report for the interimn half year reporting period ended 31
December 2005 has been prepared in accordance with Accounting Standard AASB 134 fnterim
Financial Reporring and the Corporations Act 2001

This interim financial report does not include all the notes of the type normally included in an
ammual financial report. Accordingly, this report is to be read 1n conjunction with the annual
report for the year ended 30 June 2003 and any public announcements made by Compumedics
Limited during the interim reporting period in accordance with the continuous disclosure
requirements of the Corporations Act 2001

{a) Basis of preparation of half-year financial repori

During the half year ended 31 December, 20035 the consolidated entity (Compumedics) incurred
an operating loss of $2,682,000 and experienced negative cash flows from operations of
$1,132,000 contributed to in part by Compumedics strategy and resolve to change and
restructure the organisation to facilitate future sales growth. Part of the loss was also
attributable to legal fees booked as an expense in relation to the dispute summarised in Note 5.

This past year has seen an aggressive implementation across the sales and marketing functions
in each geographic territory of the business. This has been combined with further restructuring
of the operational facets of the business.

During the half year the company has begun to see the benefits of the restructuring carried out
in the middle of calendar 2003 in Australia, Europe and Asia (excluding Fapan). However it
has yet to see significant gains in the US market which is taking longer to generate the returns
expected.

In addition, the restructure programs have also enabled the DWL acquisition to be integrated
into the broader organisation so as fo further contribute towards the Company's quest for
ongoing profitable growth.

During the half year the company breached certain covenants in relation to its banking
fagilities. The bank has as part of its annual review renewed the company’s facilities and has
pul in place new covenants. The revised facility was signed by the bank on March 16, 20606,

During this past reporting period and as the Company moves forward, the Company has been,
and expects continged bank support as it works through this current strategy of restructuring for
continued growth whilst focusing on restoring the profitability of the business. This support is
evidenced by the Bank’s willingness to renew the existing facility with new covenants referred
to above. The company expects, based on its revised budgeting, financial performance so far
this year and the existing sales pipelines, to be compliant with the renewed facility’s
requirements during the course of 2006. Such compliance is dependant, however, on the
business not materially deviating from budgeted expectations.

The Company is also implementing a number of additional strategies in order to potentially
raise capital or reduce costs should the need arise.

The Company expects to reduce its losses in the second half of this reporting period as a
consequence of the reduction in costs and an improved US performance and return to
profitability during calendar 2606.



Compumedics Limited
Notes to the financial statements
for the half year ended 31 December 2005

1 Summary of significant accounting policies

The Company will also book other revenue of $2m in the second half as a consequence of the
seftlement of its legal dispute with its former European distributor.

The Directors advise that they have agreed fo issue a redeemable convertible note (RCN) to
D&DJ Burton Holdings Pty 1td (a company controlled by Mr Burton who is the major
shareholder of Compumedics Limited) for a value of $1m as part of the on-going financing for
the business. This facility will be drawn down within 30 days of the date of this report. The
conversion of the loan nofe to equity is contingent upon Shareholder approval, which is fo be
sought immediately prior to the next Annual General Meeting. Further details of this RCN are
explained in Note 5.

As a result the Directors believe the company 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 settle its labilities and commitments in the normal course of business and for at least
the amounts stated in the financial report

The principal accounting policies adopted in the preparation of the financial report are set out
below.

These policies have been consistently applied to all the periods presented, unless otherwise
stated.

Application of AASB 1 First-time Adoption of Australian Eguivalents to International Financial
Reporting Standards

This interim financial report is the first Compumedics Limited interim financial report to be
prepared in accordance with AIFRSs. AASB 1 First time Adoption of Australian Eguivalents
to International Financial Reporting Standards has been applied in preparing these financial
staterments.

Financial statements of Compumedics Limited until 30 June 2005 had been prepared in
accordance with previous Australian Generally Accepted Accounting Principles (AGAAP).
AGAAP differs in certain respects from AIFRS. When preparing the Compumedics Limited
interimn {inancial report for the half year ended 31 December 2003, management has amended
certain accounting, valuation and consolidation methods applied in the previous AGAAP
financial staiements to comply with AIFRS. The comparative figures were restated to reflect
these adjustments. The Group has taken the exemption available under AASB 1 1o only apply
AASB 132 Financial Instruments: Disclosure and Presentation and AASB 139 Financial
Instruments: Recognition and Measwrement from 1 July 20035,

Reconciliations and descriptions of the effect of transition from previous AGAAP to AIFRSs
on the Group's equity and its net income are given in note 6.

Historical cost convention

These financial statements have been prepared under the historical cost convention, as modified
by the revaluation of available-for-sale financial assets, financial assets and liabilities
{including derivative instruments) as fair value through profit or loss, certain classes of property
and plant and equipment.



Compumedics Limited
Notes to the financial statements
for the half year ended 31 December 2005

1 Summary of significant accounting policies
{h) Principles of consolidation

(i) Subsidiaries

The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of
Compumedics Limited ("company” or "parent entity"”) as at 31 December 2003 and the results
of all subsidiaries for the half-year then ended. Compumedics Limited and its subsidiaries
together are referred to in this financial report as the Group or the consolidaied entity.

Subsidiaries are ali those entities {(including special purpose entities} over which the Group has
the power to govern the financial and operating policies, generally accompanying a
shareholding of more than one-half of the voting rights.

Subsidiaries are fully consolidated from the date on which control is transferred to the Group.
They are de-consolidated from the date that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the
Group (refer to note 1{h)).

[ntercompany transactions, balances and unrealised gains on transactions between Group
companies are eliminated. Unrealised losses are also eliminated unless the transaction provides
evidence of the impairment of the asset transferred. Accounting policies of subsidiaries have
been changed where necessary to ensure consistency with the policies adopted by the Group.

{¢} Sepment reporting

A Dbusiness segment is a group of assets and operations engaged in providing products or
services that are subject to risks and returns that are different to those of other business
segments. A geographical segment is engaged in providing products or services within a
particular economic environment and is subject to risks and returns that are different from those
of segmenis operating in other economic environmenis.

{d) Foreign currency translation

{i) Functional and presentation curvency

[terns included in the financial staterents of each of the Group's entities are measured using the
currency of the primary economic enviromment in which the entity operates (‘the functional
currency'’). The consolidated financial statements are presented in Australian dollars, which is
Compumedics Limited’s functional and presentation currency.

(i} Transactions and balances

Foreign currency transactions are franslated into the functional currency using the exchange
rates prevailing at the daies of the transactions. Foreign exchange gains and losses resulting
from the settlement of such fransactions and from the translation at year-end exchange rates of
monetary assets and liabilities denominated in foreign currencies are recognised in the income
staterment.

(i} Group companies

The results and financial position of all the Group entities (none of which has the currency of a
hyper inflationary country} that have a functional carrency different from the presentation
currency are translated into the presentation currency as follows:



Compumedics Limited
Notes to the financial statements
for the half year ended 31 December 2005

1 Summary of significant accounting policies

o assets and liabilities for each balance sheef presented are translated at the closing rate at the
date of that balance sheet;

» income and expenses for each income statement are translated at average exchange rates
(unless this 1 not a reasonable approximation of the cumulative effect of the rates
prevailing on the transaction dates, in which case income and expenses are translated at the
dates of the transactions); and

»  all resulting exchange differences are recognised as a separate component of equity.

On consolidation, exchange differences arising from the translation of any net investment in
foreign entities, and of borrowings and other currency instruments designated as hedges of such
investments, are taken to shareholders’ equity. When a foreign operation is sold or borrowings
repaid, a proportionate share of such exchange differences are recognised in the income
statement as part of the gain or loss on sale.

{e} Revenue recogaition

Revenue is measured at the fair value of the consideration received or receivable. Amounts
disclosed as revenue are net of returns, trade allowances and duties and taxes paid.

[n addition, the revenue recognition policy defers 12% (2004:20%) of revenue earned through
sales to end user customers, until the post sale training and instailation obligations have been
completed, at which point in time the revenue is recognised.

{f) Income tax

The income tax expense or revenue for the period is the tax payable on the current period’s
taxable income based on the national income tax rate for each jurisdiction adjusted by changes
in deferred tax assets and liabilities atiributable to temporary differences between the tax bases
of assets and Habilities and their carrying amounts in the financial statermnents, and to unused tax
losses.

Deferred tax assets and liabilities are recognised for temporary differences at the tax rates
expected to apply when the assets are recovered or liabilities are settled, based on those tax
rates which are enacted or substantively enacted for each jurisdiction. The relevant tax rates are
applied to the cumulative amounts of deductible and taxable temporary differences to measure
the deferred tax asset or liability. An exception is made for certain femporary differences
arising from the initial recognition of an asset or a liability. No deferred tax asset or liability is
recognised in relation to these temporary differences if they arose in a fransaction, other than a
business combination, that at the time of the transaction did not affect either accounting profit
or taxable profit or loss.

Deferred tax assets are recognised for deductible temporary differences and unused tax losses
only if it is probable that future taxable amounts will be available to utilise those temporary
differences and losses.

Deferred tax liabilities and assets are not recognised for temporary differences beitween the
carrying amount and tax bases of investments in controlled entities where the parent entity 1§
able to control the timing of the reversal of the temporary differences and it is probable that the
differences will not reverse in the foreseeable future.



Compumedics Limited
Notes to the financial statements
for the half year ended 31 December 2005

1 Summary of significant accounting policies

Current and deferred tax balances atfributable to amounts recognised directly in equity are also
recognised directly in equity.

Compumedics Limited and its wholly-owned Australian controlled entities have yet to decide
whether to implement the tax consolidation legisiation.

{g) Leases

Leases of property, plant and equipment where the Group has substantially all the risks and
rewards of ownership are classified as finance leases. Finance leases are capitalised at the
lease's inception at the lower of the fair value of the leased property and the present value of the
minimum lease payments. The corresponding reatal obligations, net of finance charges, are
included in other long term payables. Bach lease payment is allocated between the lability and
finance charges so as to achieve a constant rate on the finance balance outstanding. The interest
element of the finance cost is charged to the income statement over the lease period so as to
produce a constant periodic rate of interest on the remaining balance of the lablity for each
period. The property, plant and equipment acquired under finance leases are depreciated over
the shorter of the asset's useful life and the lease term.

Leases in which a significant portion of the risks and rewards of ownership are retained by the
lessor are classified as operating leases. Paymenis made under operating leases {net of any
incentives received from the lessor) are charged to the income statement on a straight-line basis
over the period of the lease.

{h) Acquisitions of assets

The purchase method of accounting is used to account for all acquisitions of assets (including
business combinations) regardless of whether equity instruments or other assets are acquired.
Cost is measured as the fair value of the asseis given, shares issued or liabilities incurred or
assumed at the date of exchange plus costs directly attributable to the acquisition. Where equity
instruments are issued in an acquisition, the value of the instruments is their published market
price as at the date of exchange unless, in rare circumstances, it can be demonstrated that the
published price at the date of exchange is an unreliable indicator of fair value and that other
evidence and valuation methods provide a more reliable measure of fair value. Transaction
costs arising on the issue of equity instruments are recognised directly in equity.

[dentifiable assets acquired and liabilities and contingent liabilities assumed in a business
combination are measured initially at their {air values at the acquisition date, irrespective of the
extent of any minority interest. The excess of the cost of acquisition over the fair value of the
Group's share of the identifiable net assets acquired is recorded as goodwill (refer to note 1{n)).
[f the cost of acquisition is less than the fair value of the net assets of the subsidiary acquired,
the difference is recognised directly in the income statement, but only after a reassessment of
the identification and measurement of the net assets acquired.

Where settlement of any part of cash consideration is deferred, the amounts payable in the
future are discounted to their present value as at the date of exchange. The discount rate used is
the entity's incremental borrowing rate, being the rate at which a similar borrowing could be
obtained from an independent financier under comparable terms and conditions.



Compumedics Limited
Notes to the financial statements
for the half year ended 31 December 2005

1 Summary of significant accounting policies
{i) Impairment of assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually
for impairment. Assets that are subject fo amertisation are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying amount may not be recoverable.
An impairment loss is recognised for the amount by which the asset’s carrying amnount exceeds
its recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs
to sell and value in use. For the purposes of assessing impairment, assets are grouped at the
towest levels for which there are separately identifiable cash flows {cash generating units).

{i) Cash and cash equivalents

Cash and cash equivalents includes cash on hand, deposits held at call with financial
institutions, other short-term, highly liquid investments with original maturities of three months
or less that are readily convertible to known amounts of cash and which are subject to an
insignificant risk of changes in value, and bank overdrafis. Bank overdrafts are shown within
borrowings in current liabilities on the balance sheel.

The company has as part of its security arrangements with the ANZ Bank a restricted $2m cash
deposit.

(k) Trade receivables

Trade receivables are recognised at fair value less provision for doubtfis] debis. Trade
receivables are generally due for settlement no more than 45 days from shipment of goods,
except where an installation and training obligation exists. Fypically these activities occur
within 60 days of the shipment of goods.

Collectibility of trade receivables is reviewed on an ongeing basis. Debts which are known to
be uncollectible are written off. A provision for doubtful receivables is established when there
is objective evidence that the Group will not be able to collect all amounts due according to the
original terms of receivables. The amount of the provision is the difference between the asset’s
carrying amount and the present value of estimated future cash flows, discounted at the
effective interest rate. The amount of the provision is recognised in the income statement.

{1 Inventories

Raw materials and stores, work in progress and finished goods

Raw materials and stores, work in progress and finished goods are stated at the lower of cost
and net realisable value. Cost comprises direct materials, direct labour and an appropriate
proportion of variable and fixed overhead expenditure, the latter being allocated on the basis of
normal operating capacity. Costs are assigned to individual items of inventory on the basis of
weighted average costs. Net realisable value is the estimated selling price in the ordinary
course of business less the estimated costs of completion and the estimated costs necessary to
make the sale.



Compumedics Limited
Notes to the financial statements
for the half year ended 31 December 2005

1 Summary of significant accounting policies
{m) Property, plant and equipment

All property, plant and equipment is stated at historical cost less depreciation. Historical cost
includes expenditure that is directly attributable to the acquisition of the tems. Cost may also
include transfers from equity of any gains/losses on gualifying cash flow hedges of foreign
currency purchases of property, plant and equipment.

Depreciation is calculated on a straight line basis to write off the net cost or revalued amount of
each item of property, plant and equipment over its expected useful life to the consolidated
entity. Estimates of remaining useful lives are made on a regular basis for all assets, with
annual reassessments for major items. The expected useful lives for all categories of property,
plant and equipment are between 2 and 6 years.

Leases of plant and eguipment under which the Company assumes substantially all the risks
and benefits of ownership are classified as finance leases.

{n) Intangible assets

(i) Patent, Trademarks, Intellectual Property and other technical know how acquired
Trademarks, licenses, intellectual property and technical know how have a finite useful life and
are carried at cost less accumulated amortisation and impaired losses. Amortisation is
calculated using the straight line method o allocate the cost of these tangible assets over their
estimated useful lives, which is approximately 4 years.

{ii) Research and development

Expenditure on research activities, undertaken with the prospect of obtaining new scientific or
technical knowledge and understanding, is recognised in the income staterment as an expense
when it is incurred.

Expenditure on development activities, being the application of research findings or other
knowledge to a plan or design for the production of new or substantially improved products or
services before the start of conumnercial production or use, is capitalised if the product or service
is technically and commercially feasible and adequate resources are available to complete
development. No expenditure of this nature is currently capitalized.

{0) Trade and other pavables

These amounts represent labilities for goods and services provided to the Group prior to the
end of financial year which are unpaid.

{p) Borrowings

Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings
are subsequently measured at amortised cost. Any difference between the proceeds (net of
transaction costs) and the redemption amount is recognised in the income staterent over the
period of the borrowings using the effective inferest method.

Borrowings are classified as current liabilities unless group has an unconditional right to defer
settlement.



Compumedics Limited
Notes to the financial statements
for the half year ended 31 December 2005

1 Summary of significant accounting policies
{q) Borrowing costs
Borrowing costs are recognized as expenses in the period in which they are incurred.

Borrowing costs include:

» Interest on bank overdrafts and short-term and long-term borrowings

» Finance lease charges, and

»  Certain exchange differences arising from foreign currency borrowings.

{r) Provisions

Provisions for legal claims and service warranties are recognised whesn: the Group has a present
legal or constructive obligation as a result of past events; it is more likely than not that an
outflow of resources will be reguired to settle the obligation; and the amount has been reliably
estimated. Provisions are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required
in settlement is determined by considering the class of obligations as a whole. A provision is
recognised even if the likelihood of an outflow with respect to anyone item included in the
same class of obligations may be small.

(s} Employee Benefits

(i} Wages and salaries and annual leave

Liabilities for wages and salaries, including non-monetary benefits and annual leave expected
to be settled within 12 months of the reporting date are recognised in other payables in respect
of employees’ services up to the reporting date and are measured at the amounis expected Lo be
paid when the liabilities are settled.

(i} Long Service Leave

The liability for long service leave 1s recognised in the provision for employee benefits and
measured as the present value of expected future paymenis to be made in respect of services
provided by employees up to the reporting date using the proiected unit credit method.
Consideration 1s given to expected future wage and salary levels, experience of employee
departures and periods of service. Expected future payments are discounted using market
yields at the reporting date on national government bonds with terms to maturity and currency
that match, as closely as possible, the estimated fisture cash outflows.

(i} Share Based Payments

Shares options granted before T November 2002 and/or vested after | January 20035

No expense is recognised in respect of these options. The shares are recognised when the
options are exercised and the proceeds received allocaled to share capital

{t) Contributed equity

Ordinary shares are classified as equity.
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Compumedics Limited
Notes to the financial statements
for the half year ended 31 December 2005

1 Summary of significant accounting policies
(u) Earnings per share

{ij Basic earnings per share

Basic earnings per share 1s calculated by dividing the profit attributable to equity holders of the
company, excluding any costs of servicing equity other than ordinary shares, by the weighted
average number of ordinary shares outstanding during the half-year, adjusted for bonus
elements in ordinary shares issued during the haif-year.

{ii) Diluted earnings per share

Diluted earnings per share adjusts the figures used in the determination of basic earnings per
share to take into account the after income tax effect of interest and other financing costs
associated with dilutive potential ordinary shares and the weighted average number of shares
assumed to have been issued for no consideration in relation to dilutive potential ordinary
shares.

{v) Financial instrument transaction costs

The Group has taken the exemption available under AASB 1 1o apply AASB 132 and AASB
139 from 1 Fuly 2005, The Group has applied previous Australian GAAP {AGAAP) in the
AGAAP comparative information on financial instruments within the scope of AASB 132 and
AASB 139 Under previous AGAAP transaction costs were excluded from the amounts
disclosed in the financial staternents. Under AIFRS such costs are included in the carrying
amounts. At the date of transition to AASB 132 and AASB 139 the adjustment fo carrying
amounts for the Group was immaterial.

{w) Rounding of amounts
The company is of a kind referred to in Class order 98/0100, issued by the Australian Securities
and Investments Commission, relating to the "rounding off of ammounts in the financial report.

Amounts in the financial report have been rounded off in accordance with that Class Order to
the nearest thousand dollars, or in certain cases, the nearest dollar.
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Compumedics Limited
Notes to the consolidated financial statements
for the half year ended 31 December 2005

Note 2, Segment information

Primary reporting — business segments
31 December 2005

$°000
Sleep Neuroscan Neuroscience Supplies Intersegment Group
{Brain  {Clinical EEG + Elimination
Research) BWL}

Total segment 6,987 4,944 4,256 2,040 {173} 18,054
revenue
Unallocated -
revenue
Total revenue and 18,054
and other income
SEGMENT RESULYT {853) {499} {1,042) 288 {2,105}
Unallocated revenue {913}
less unallocated
expenses

Profit before income tax {3,018)
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Note 2. Segment information

Primary reporting — business segments
31 December 2004

Compumedics Limited
Notes to the consolidated financial statements
for the half year ended 31 December 2005

$°000
Sleep Neuroscan Neuroscience Supplies Intersegment Group
{Brain  {Clinical EEG + Elimination
Research) BWL}

Total segment 9.016 5,012 3,300 1,801 - 149,229
revenue
Unaltocated 173
Revenue
Total revenue and 19,402
and other income
SEGMENT RESULT {602) {211) 59 {69} - {823}
Unallocated revenue {393}
less unallocated
expenses
Profit before income tax {428}
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Compumedics Limited
Notes to the consolidated financial statements
for the half year ended 31 December 2005

Note 3. Business Combination

Current vear

Upon fransition to AIFRS the company reviewed the carry value of the intelleciual properiy at
June 30, 2005 in relation to the acquisition of the DWE business. At that time and in
accordance with AASB 136 the business reduced the carrying value of the intellectual property
as described in Note 6.

Prior Year

On [ September 2004 the company acquired the DWL business, a company that is involved in
the development, manufacture and sale of Trans Cranial Doppler (TCD) products. The
company is based in Singen Germany and was purchased by Compumedics German based
subsidiary company, Compumedics Germany GmbH. At that time EUR1.5m was paid for the
assets and intellectual property of the business. The acquisition price was debt funded and 1s
repayable over a period up to six years. The operating results of this newly controtled entity
have been included in the consolidated statement of financial performance since the date of
acquisition.

Deetails of the acquisition are as follows:

$’008
Fair value of identifiable net assets of acguired
Plant and equipment 138
Inventories 913
Leave provisions {173)
Intellectual property 1,744
Cash consideration 2.622
Note 4, Dividends
Parent entity
2605 2064
$°000 $°008

Ordinary shares
Final dividend for the year ended 30 June 2004 of 0.5 cents Nil 700
{2003 — nil} per fully paid share paid December 20, 2004

Fuily franked based on tax paid {& 30%

Paid in cash Nii 700
Satisfied by issue of shares Nil Nil
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Note 5.

{D

{i1)

Compumedics Limited
Notes to the consolidated financial statements
for the half year ended 31 December 2005

Events occurring after reporting date

On January 11, 2006 Compumedics reached settlement over a contractual dispute with
its former European distributor for sleep equipment.

The settlement agreement will result in USD1.43m cash being booked as other revenue
in the trading results for the company in January, 2006. The cash was received on
February &, 2006.

On March 16, 2006 the company issued Redeemable Convertible Notes (RCNs) to
D&DJ Burton Holdings Pty Lid to the value of 1 million classified as debt.

The terms of this RCN issue are:

1.

The RCNs carry a coupon rate of interest of 20%pa subject to shareholder
approval in the event that the shareholders do not aliow the convertibility of the
RCNs.  Otherwise the default coupon rate of interest is 14.5%.

The RCNs are convertible into ordinary issued equity of the company on the 1™
and 2™ anniversary of their issue.

The RCNs have a 2 year life.

The conversion factor to be used if the holder elects to turn the RCNs into
ordinary equity of the company is the average share price for 5 days
immediately prior to the issue of the RCN.

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

The ability of the note holder to convert the RON inte ordinary equity of the
company requires the approval of the shareholders. The approval of the
shareholders is to be sought immediately prior to the next Annual General
Meeting. As the note holder ig a related party to the Company they will not be
able to vote on the proposal. The consequences of approval not being given for
conversion of the issue into ordinary shares of the company are that the RCNg
are redeemable by the noteholder at the noteholder’s discretion.
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Compumedics Limited

Notes to the consolidated financial statements
for the half year ended 31 December 2005

Note 6. Explanation of transition to Australian equivalent to IFRSs.

{a} At the date of iransition to AIFRS: July 1, 2004,

ASSETS

Current assets

Cash and cash equivalents
Receivables

Inventories

Other

Total current assets

Non current assefs
Receivables

Property, plaat and equipment
Intangible assets

Total non current assets

Total assets

LIABILITIES

Current Liabilities
Payables

Interest bearing liabilities
Current tax liabilities
Provistons

Other

Total current Habilities
Non current liabilities
Interest bearing liabilities
Deferred tax liabilities
Provistons

Other

Total Non Current Liabilities
Total liabilities

Net assefs

EQUITY
Contributed equity
Reserves

Retamed losses

Total equity

_ Effect of
Previous transition
AGAAP to AIFRS AIFRS
57000 $2060 008
6,352 - 6,352
13,230 - 10,239
0,481 - 6,481
69 - 69
23,141 - 23,141
1,368 - 1,368
1,368 - 1,368
24,509 - 24,509
4,614 - 4,614
1,884 - 1,884
55 - 53
346 - 346
1,330 168 1,438
8,229 118 8,337
2,122 - 2,122
198 - 198
15 15
2,335 2,335
10,564 168 10,672
13,945 (108) 13,837
29,020 - 20,0246
. (240) (240)
(15,075) 132 (14,943)
13,945 (108) 13,837
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Compumedics Limited

Notes to the consolidated financial statements
for the half year ended 31 December 2005

Note 6. Explanation of transition to Australian equivalent to IFRSs

{continued).

(b} At the date of the last half-year reporting period under previous AGAATP:

December 31, 2004,

ASSETS

Current assets

Cash and cash equivalents
Recelvables

Inventories

Other

Total current assets
Non current assefs
Recervables

Property, plant and equipment
Investment properiies
Deferred iax assets
Intangible assets

Total non current assets
Total assets
LIABILITIES

Current Liabilities
Payables

Interest bearing Habilities
Current tax liabilities
Provisions

Other

Total current liabilities
Non current liabilities
Interest bearing liabilities
Provistons

Other

Total Nen Current Liabilities
Total liahilities

Net assets

EQUITY

Contributed equity
Reserves

Retained earnings

Total equity

Fifect of

Previous transition
AGAAP to AIFRS AIFRS
S1000 $060 57008
4,692 - 4,692
13,304 - 10,304
7,665 - 7,665
212 - 212
22,873 - 22,873
64 - 64
1,541 - 1,501
1,042 - 1,042
2,607 - 2,607
25,480 - 25,486
5,529 - 5,529
1,17 4415 5,522
67 - 67
385 - 385
951 112 1,063
8,039 4,527 12,566
4,908 {4,415) 493
171 - 171
12 - 12
5,091 {4,415} 676
13,130 112 13,242
12,350 {112} 12,238
29,020 - 29,026
- {709}y (709)
(16,670} 597 (16,073)
12,350 {112y 12,238
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Compumedics Limited
Notes to the consolidated financial statements
for the half year ended 31 December 2005

Note 6. Explanation of transition to Australian equivalent to IFRSs
{continued).
(cy At the date of the Tast - reporting period under previous AGAAP:
Tune 30, 2005,
Fifect of
Previous transition
AGAAP to AIFRS AIFRS
£ 000 $°080 $°008

ASSETS
Current assets
Cash and cash equivalents 3,922 “ 3,922
Recelvables 11,239 - 11,239
Inventories 5,962 - 5,962
Other 426 - 426
Total current assets 21,549 - 21,549
Non current assefs
Receivables 119 - 119
Property, plant and equipment 1,521 - 1,521
Investment properiies - - -
Intangible assets 1,360 (1,108} 252
Total non current assets 3,000 {1,108} 1,892
Total assets 24,549 (1,168) 23,441
LIABILITIES
Current Liabilities
Payables 7.456 - 7,456
Interest bearing Habilities 1.391 4,415 5,806
Current tax liabilities 72 - 72
Provistons 535 - 535
Other 1,078 160 1,178
Total current Habilities 10,532 4,515 15,047
Non current liabilities
Interest bearing liabilities 4,545 (4415 130
Provistons 115 - 115
Other 10 - H
Total Nen Current Liabilities 4,670 {4,415} 255
Total liabilities 15,202 160 15,302
Nef assets 9,347 {1,208) 5,13¢
EQUITY
Contributed equity 29,020 - 29,020
Reserves - {638} (638)
Retained earnings (19,673} {570} (20,243)
Total equaity 9.347 {1,208) 8,139
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Note 6. Explanation of transition to Australian equivalent to IFRSs.

{continued).

AIFRS - Adjustment summary schedule

Revenues from the sale of goods and services

Cost of goods
Gross Profit

Orther revenues from operating activities
Administration

Sales and marketing

Research and development

Borrowing costs

Depreciation charge

Net foreign exchange loss
Profit / {loss) before income taxes
Income tax expenses

Profit / {loss)after income faxes

Compumedics Limited
Notes to the consolidated financial statements
for the half year ended 31 December 2005

31 December 04

Previous AIFRS AIFRS
AGAAP Adj

$°060 $7000 $7000
19,229 19,229
(8,34%) (8,34R)
10,881 -| 10,881
173 173
{2,694) {4y {2,698}
{4,121 {4,121
{3,430} {3,430}
(23%) (23%)
{437 (437)
{1,027) 469 (558)
(893) 465 (428)
(2) (23
(895) 465 (430)

28



Note 6. Explanation of transition to Australian equivalent to IFRSs.

{continued).

AIFRS - Adjustment summary schedule

Revenues from the sale of goods and services

Cost of goods

Gross Profit

Orher revenues from operating activities
Administration

Sales and marketing

Research and development

Borrowing cosls

Depreciation charge

Net foreign exchange loss

Impairment of asset

Profit / {loss) before income taxes

Income tax expenses

Profit / {loss)after income taxes

Under the fransition to Australian equivalent IFRS’s no transitional cash flow has been

Compumedics Limited
Notes to the consolidated financial statements
for the half year ended 31 December 2005

34 June 05
Previous | AIFRS AIFRS
AGAAP Adj

$7000 $000 | $°000
38,157 38,157
(17,864) (17,864)
20,293 - 20,293
342 342
(5,019) 8| 61
(10,323) (10,323}
{7,883} (7.883)
(549) (549)
- | {1,108y | {1,108}
(758) 398 {360)
3,897 | (810) | (4,699
(1) (1
{3,898) (810 {4,700}

prepared as there were no material differences to the statement of cash flows for Compumedics

Limited resulting from the transition o AIFRS.
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Compumedics Limited
Notes to the consolidated financial statements
for the half year ended 31 December 2005

Note 6. Explanation of transition to Australian equivalent to IFRSs.

{continued).

AIFRS - Adjustment summary schedule

(B

(iD)

Property Lease

Pursuant with the requirements of AASB17 a restatement of lease expenses associated
with the company’s office facility in El Paso Texas is required as under the terms of the
lease the annual increase in rents over the term of the lease are not based on CPI
adjustments. As a consequence the company is required to charge lease payments
associated with this lease on a straight line basis over the 5 year term of the lease.

The effect 1s:

At July 1, 2004

An increase 1n the retained losses of the business of $108k and increase in other current
Habilities of the same amount. This reflects the fact that the actual lease payments in

the first two years of the lease were less than those in the last three years of the lease.

At December 31, 2604
An increase in the retained losses of the business of $112k and increase in other current
habilities of the same amount.

At June 30, 2005

An increase in the retained losses of the business of $100% and increase in other current
Habilities of the same amount.

For the half vear ended 31 December 2604

An increase in the loss of the business by $4k.

For the vear ended 30 June 2605

A reduction in the loss of the business by $8k.

Impairment of assets

At the adoption of AIFRS at 1 July 2005, the company was obliged to review the
carrying value of all its assets pursuant to AASE 136,

Ag a consequence of this review the carrying value of intellectual property acquired as
a consequence of the acquisition of DWL. This is a result of comparing the net present
value of the future cash flows that DWL is reasonably expected to generate with the
carrying value of the asset.

The discounted cash flow valuation has been prepared using the guidelines in AASB

136. The cash flows do not take into account specific activities that the company has
yet to formerly commit to that will support growth in cash inflows in future periods.
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Compumedics Limited
Notes to the consolidated financial statements
for the half year ended 31 December 2005

Note 6. Explanation of transition to Australian equivalent to IFRSs.

(iii)

(i)

{continued).
The effect 1s:

At June 30, 2005
An increase in the retained losses of the business of $1,108k and reduction i intangible
assets of the same amount.

For the year ended 30 June 2605

A increase in the loss of the busimess by $1,108k.

Foreign currency franslation reserve

Under AIFRS a cumulative foreign currency translation reserve was created for
recognition of foreign currency translation gains and losses atiributable to the
conversion of the company’s net vestment in foreign operations.

The effect 1s:

At July 1, 2004
The foreign currency translation reserve was $240k and retained losses were reduced
by the same amount.

At December 31, 2604
The foreign currency translation reserve was $709k and retained losses were reduced
by the same amount.

Af June 30, 2005
The foreign currency translation reserve was $638k and retained losses were reduced
by the same amount.

For the half vear ended 31 December 2604
An reduction in the loss of the business by $469k.
For the year ended 30 June 2605

An reduction in the loss of the business by $398k.

Ciassification of Liabilities

Under AASB 101 presentation of Financial Statementis liabilities are required to be
classified as current when a entity breaches an undertaking under a long-term loan
agreement on or before the reporting date with the effect that the Hability becomes
payable on demand, even if the lender has agreed, after the reporting date and before
the authorisation of the financial report for issue, not to demand payment as a
consequence of the breach.

31



Compumedics Limited
Notes to the consolidated financial statements
for the half year ended 31 December 2005

Note 6. Explanation of transition to Australian equivalent to IFRSs.
{continued).

The effect is:

At December 31, 2604
An increase in the current interest bearing liabilities of $4,415k and a decrease of non

current interest bearing labilities for the same amount.

At June 30, 2005
An increase in the current interest bearing liabilities of $4,415k and a decrease of non

current interest bearing labilities for the same amount.
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Compumedics Limited
Directors’ Declaration
for the half year ended 31 December 2005

In the directors' opinion:

{a} the financial statements and notes set out on pages & to 31 are in accordance with the
Corporations Act 2001, including:
{1y complying with Accounting Standards, the Corporations Regulations 2001 and other
mandatory professional reporting requirements; and

{1t} giving a true and fair view of the consolidated enfity's financial position as at 31
December 2005 and of its performance, as represented by the results of its operations,

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

{b) There are reasonable grounds fo believe that Compumedics Limited will be able to pay its
debis as and when they become due and payable.

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

A4

Dawid Burton
Executive Chairman
Melbourne

16 March, 2006
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PRICEAATERHOUSE( COPERS

PricewaterhouseCoopers
ABN 52 780 433 757

Freshwater Place

2 Southbank Boulevard
SOUTHBANK  Vie 3006
X 7T Metbourne
Australia

WA W LCOTR

Telephone: + 61 3 8603 1600
Facsimile: + 61 3 8603 1999

Independent review report to the members of
Compumedics Limited

Statement
Based on our review, which is not an audit, we have not become aware of any matier that
makes us believe that the financial report of Compumedics Limited:

» does not give a true and fair view, as required by the Corporations Act 2001 in Australia, of
the financial position of the Compumedics Group (defined below) as at 31 December 2005
and of its performance for the half-year ended on that date, and

» isnot presented in accordance with the Corporations Act 2001, Accounting Standard
AASB 134: Interim Financial Reporting and other mandatory financial reporting
requiremenis in Australia, and the Corporations Regulations 2001.

This statement must be read in conjunction with the rest of our review report.

Scope

Tite financial report and directors’ responsibility

The financial report comprises the balance sheet, income statement, statement of changes in
equity, cash flow statement, accompanying notes to the financial statements, and the directors’
declaration for the Compumedics Group (the consolidated entity), for the half-year ended 31
December 2005, The consolidated entity comprises both Compumedics Limited (the company)
and the entities it controlled during that half-year.

The directors of the company are responsible for the preparation and true and fair presentation
of the financtal report in accordance with the Corporations Act 2001, This includes
responsibility for the mainienance of adequate accounting records and internal controls that are
designed to prevent and detect fraud and error, and for the accounting policies and accounting
estimates inherent in the financial report.

Review approach

We conducted an independent review in order for the company to lodge the financial report
with the Australian Securities and Investments Commission. Owr review was conducted in
accordance with Australian Auditing Standards applicable to review engagements. For further
explanation of a review, visit our website hitp//www.pwe.com/au/financialstatementaudit.

We performed procedures in order to state whether, on the basis of the procedures described,
anything has come to our attention that would indicate that the financial report does not present

fairly, in accordance with the Corporations Act 2001, Accouniing Standard AASB 134: Interim
Financial Reporring and othey mandatory financial reporting requirements in Australia, a view

Liability imited by a scheme approved under Professionsal Standards Legislation
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which is consistent with our understanding of the consolidated entity’s financial position, and
its performance as represented by the resulis of its operations, changes in equity and cash flows.

We formed our statement on the basis of the review procedures performed, which included:

» inguiries of company personnel,
» analytical procedures applied to financial data.

Our procedures include reading the other information included with the financial report o
determine whether it confaing any material inconsistencies with the financial report.

These procedures do not provide all the evidence that would be required in an audit, thus the
level of assurance provided is less than that given in an audit. We have not performed an audit,
and accordingly, we do not express an audit opinion.

While we considered the effectiveness of management’s internal controls over financial
reporting when determining the nature and extent of our procedures, our review was not
designed to provide assurance on internal controls.

Our review did not involve an analysis of the prudence of business decisions made by directors
or management.

Independence
In conducting our review, we followed applicable independence requirements of Australian
professional ethical pronouncements and the Corporations Act 2001,

PricewaterhouseCoopers

Anton Linschoten Melbourne
Partner 16 March
2006

Liability imited by a scheme approved under Professionsal Standards Legislation
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NTA Backing (Appendix 41 item 3)

Compumedics Limited

Supplementary Appendix 4D information
for the half year ended 31 December 2005

2005

2004

Nel tangible agset backing per ordinary share

4.0 cents

2.0 centy

Additional dividend/distribution information * (dppendix 4D item 5

Details of dividends/distributions declared or paid during or subsequent to the year ended 31 December

2605 are as follows:

Record date Payment date Type Amount Total Franked Foreign
per dividend armount sourced
security per dividend
security amount per
SECURiLY
N/A N/A N/A N/A N/A N/A N/A

Dividend/distribution reinvestment plans (dppendix 4D item 6)

NOT APPLICABIE
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Compumedics Limited
Supplementary Appendix 4D information
for the half year ended 31 December 2005

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

Revenues declined by 7.0% from $19.4m to $18.1m primarily as a consequence of the slower
turnaround in sales in the US business in both the sleep and brain research {Neuroscan)
business units foilowing the restructuring done within each business in the middle of calendar
2065, Declines in the US business units were 24% and 35% respectively.

Offsetting the performance in the US business were solid improvements in the other geographic
territories.

The Australian business grew sales by 10% over the same 6 month period last year. The Asian
business grew sales excluding Japan by 67% over the same 6 month period last year and the
Furopean business grew sales by 30% over the same 6 month period last year.

The DWL business grew revenues by 7% over the same 6 month period last year.

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

Material factors affecting the assets, liabilities and equity of the economic entity for the current
period was the underlying trading performance of the business. As already noted the trading
performance of the business was primarily impacted by the slower than previously expected
turnarcund in the US business.

Moaterial factors affecting the cash flows of the economic entity for the carrent period
Material factors affecting the cash flows of the economic entity for the current period was the
underlying trading performance of the business. As already noted the trading performance of

the business was primarily impacted by the slower than previously expected turnaround in the
U8 business.
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