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DIRECTORS’ REPORT TO THE MEMBERS OF CODAN LIMITED

The Directors present their .report together with the financial report of Codan Limited ("the
Company“)and of the consolidated entity, being the Company and its controlied entities, for the year
ended 30 June-2003 and the auditors’ report thereon.

Directors

The Directors of the Parent Entity in office at the date of this report are:-

Name Year Appointed

Mr J.A. Uhrig 1986 (Chairman since 1986)

Mr M. K. Heard 1991 (Managing Director since 1991)
Mr L. J. Bettison 1959

Mrl. B.wall 1959

Mr A. E. R. Wood 1959

Mr B. P. Bumns 1996

Mrs P.M. Wall (Alternate for Mr IB Wall)
Mrs AW. Wood (Altemate for Mr AER Wood)
Mr L.A. Davis 2000

Mr P.R, Griffiths 2001

Principal Activities

The principal activities of the consolidated entity during the course of the financial year were the design,
development, manufacture and marketing of communications equipment, electronic equipment used in
the broadcast industry and the manufacture of printed circuit boards and general electronic equipment.
Over 85% of the consolidated entity’s sales are exported.

The company acquired 100% of Provideo Systems Pty Ltd, an Australian company that designs and
manufactures television broadcast interfacing equipment. There were no other significant changes
during the year in the nature of the activities of the economic entity.

Environmental Legislation

The consolidated entity's operations are subject to environmental regulations under both
Commonwealth and State legisiation in relation to it's manufacturing activities.

The Board believes that the consolidated entity has adequate systems in place for the management of
its environmental requirements and is not aware of any significant breaches during the period covered
by this report.

Review of Operations

The consolidated profit for the year attributable to the shareholders of the Company was:

2003 2002
$000 $000
Operating profit/(loss) ‘
after income tax expense $11.062 $10,280

~ All business units performed satisfactorily during the year. “One off type expenditure affected the

results of the year relating to the relocation of the HPSSPA production line and administration from
Brisbane to Adelaide in November 2002, and a devaluation of land and buildings.

Dividends
Dividends paid by the Company to members since the end of the previous financial year were:

+ Fully franked dividend of $1.23 per share (total $3,472,375) was paid on 20 September 2002,
as declared and provided for in last year's report

*  Fully franked dividend of $1.14 per share (total $3,218,298) was paid on 1 April 2003.

The Directors have not declared or provided for a dividend as at 30 June 2003.
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Directors’ Declaration

In the opinion of the directors of Codan Limited:

a) the financial statements and notes, set out on pages 3 to 28, are in accordance with the
Corporations Act 2001, including:

i) giving a true and fair view of the financial position of the Company and
consolidated entity as at 30 June 2003 and of their performance, as
represented by the results of their operations and their cash flows, for the
year ended on that date; and

i) complying with Accounting Standards in Australia and the Corporations
Regulations 2001; and

b) there are reasonable grounds to believe that the Company will be able to pay its debts
as and when they. become due and payable

Dated at. \deNende.... this ...\ day of Seedeser 2003

Signed in accordance with a resolution of the directors:

{

Director

I

Director




CODAN LIMITED AND TS CONTROLLED ENTITIES

STATEMENTS OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2003

Consolidated The Company
Note 2003 2002 2003 2002
$000 $000 $000 $000
J—

Revenue from sale of goods 3 111,404 103,960 39,107 94,382
Other revenues from ordinary activities 3 1.687 678 1,591 4,213
Total Revenue 113,071 104,638 100,698 99,095
Less expenses from ordinary activities
Cost of goods sold 58,463 57,404 51,235 50,634
Administrative expenses 9,803 7,915 10,126 8,564
Sales and Marketing expenses 17,599 15,749 17,439 15,039
Research and Engineering expenses 6,242 5,160 5,632 4,788
Boirowing costs R 4 1,767 2,192 1,713 2,123
Share of net profits of associates accourted for using the
equity method 34 12 (21) - -
Other expenses from ordinary activities 2,209 1,522 118 845
Profit from ordinary activities before related income
tax expense 16,976 14,717 14,435 17,052
Income tax expense / (benefit) relating 1o ordinary activities 8(a) 5,914 4,437 4,439 3,770
Profit from ordinary activities after related income
tax expense _ 11,062 10,280 9,99 13,282
Profit/loss) from extraordinary itemns after retated income tax - - - -
Net Profit 11,062 10,280 9,996 13,282
Net profit attributable to outside equity interests - - - -
Net Profit attributable to members of the parent entity 26 N 11,062 10,280 9,996 13,282
Non Owner transaction changes in equity
Increase in Asset Revalation Reserve 25 - - 1,336 -
Net Exchange difference on transtation of financial statements
of self-sustaining foreign operations 25 (56) 4) - -
Total revenues, expenses and valuation adjustments attributabie to
members of the parent entity recognised directly in equity {56) {4) 1,336 -
Total changes in equily from non-owner related transactions
attributable to the members of the parent entity 11,006 10,276 11,332 13,282

Thcstalementsolﬁnancialperfonnancaaretobeteadhcmﬁuncﬁonwithﬁnnotestomdfomingpaﬂoﬂbo
financial statements set out on pages 6 10 28



CODAN UIMITED AND ITS CONTROLLED ENTITIES

STATEMENTS OF FINANCIAL POSITION AS AT 30 JUNE 2003

Page 4

Consolidated The Company
Note 2003 2002 2003 200?
$000 $000 e 3000 $000
CURRENT ASSETS
Cash 9 57172 6,444 4,287 5,571
Receivables 10 14,734 15,074 14,645 21,007
Inventories 11 10,868 9,800 9,831 9,031
Current Tax Assets 8{b) 20 17 - -
Other 12 10,308 898 10,067 691
TOTAL CURRENT ASSETS 41,702 32,233 38,831 36,300
NON-CURRENT ASSETS
Receivables 10 74 14 33 14
fnvestments accounted for using the equity method 15 48 60 -« -
Other financial assets 16 50 - 33,649 28,313
Property, plant and equipment 17 17,349 18,108 11,466 9,456
Research and development 13 10,523 10,429 10,407 10,034
Intangible assets 14 21,339 17,388 - -
Deferred tax assets 8(d) 2,963 2,763 2,623 2,268
TOTAL NON-CURRENT ASSETS 52,346 48,762 58,178 50,085
TOTAL ASSETS 94,048 80,995 97,009 86,385
CURRENT LIABILITIES
Payables 18 15,105 14,225 13,379 12,841
Other payables 19 9,190 - 9,190 -
Interest bearing Sabilties 20 5,409 8,243 9,303 15,449
Cument tax kabilities 8{b) 2,858 845 2,581 572
Provisions 23 3,295 6,663 2,968 5,677
TOTAL CURRENT LIABILITIES 35,857 29,976 37,401 34,539
NON-CURRENT LIABILMES
Interest bearing fabifities 20 19,096 20,369 18,724 19,786
Deferred tax kabifities 8(c) 4,081 3,660 4,014 3,488
Provisions 23 2,058 1,822 1,380 1,696
TOTAL NON-CURRENT LIABILITIES 25,235 25,851 24,618 24,970
TOTAL LIABILITIES 61,092 55,827 62,019 59,509
NET ASSETS 32,956 25,168 34,990 26,876
EQUITY
Contributed Equity 24 3,469 3,469 3,469 3,469
Reserves 25 57 137 1,370 58
Retained profits 26 29,430 21,562 30,151 23,349
TOTAL EQUITY 32,956 25,168 34,990 26,876

The statements of financial position are to be read in conjunction with the notes to and forming part of the

financial statements set out on pages 6 to 28
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CODAN LIMITED AND ITS CONTROLLED ENTITIES

STATEMENTS OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2003

Consolidated The Company
Note 2003 2002 2003 2002
$000 $000 $000 $000

CASH FLOWS FROM OPERATING ACTIVITIES
Cash receipts in the course of operations 119,171 110,531 103,559 98,984
Cash payments in the course of operations {92,533) {77,227y {72,800) {62,070)
Interest received 164 227 129 210
Interest paid (1,767) {2,191) (1,713) {2,124)
Income taxes paid (3,799) {4,245) (2,279) (2,082)
Net cash provided by/{used in) operating activities 30(ii) 21,236 27,095 26,896 32,918
CASH FLOWS FROM INVESTING ACTIVITIES
Payments for controlied entities 31{b) {4,234) - (5330 -
Payments for investments {50) - - -
Proceeds from sale of non-current assets 296 165 267 a4
Payments for capitalised research and development 13 {3,714) (4,099) (3,714) (4,099)
Payments for property, plant and equipment 170) _(3,226) (2,783) {2,748) (2,650)
Net cash provided byKused in) investing activities {10,928) (6,717) {11,532) (6,655)
CASH FLOWS FROM FINANCING ACTIVITIES )
Proceeds from borrowings 100 6,143 - 6,143
Repayment of borrowings (3,352) (21,006) (3,049) (20,347)
Proceeds / (Loans) to / from Associated companies (59) 4 (6,909) (5,369)
Dividends paid 7 (6,690) (2,993) (6,690) {2,993)
Dividends paid to outside interests (967) - . -
Net cash provided by / ( used in ) financing activities (10,968) {17,852) {16,648) (22,566)
Net increase (decrease) in cash hek ) (660) 2,526 {1,284) 3,697
Cashatﬂ'nebeg'fvingoﬂheﬁﬂu:ialyear 6,444 3,922 5,571 1,874
Effects of exchange rate changes on the balances of
cash held in foreign currencies (12) () - -
Cash at the end of the financial year 30() 5,772 6,444 4,287 5,571

T)nstatementsofcashﬂowsantobereadInooniunctionwihﬂnndstomdfomﬁngpanoﬂho
financial statements set out on pages 6 to 28
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CODAN LIMITED AND {TS CONTROLLED ENTITIES
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES i
The sianificant policies which have heen adopted in the proparation of these financial statements are: “‘

ia) Basis of Preparation B

bl

The financiat report is a general purpose financial report which has been prepared in accordance with Accounting
Standards, Urgent Issues Group Consensus Views, other autheritative pronouncements of the Austrakian Accounting
Standards Board and the Corporations Act 2001. It has been prepared on the basis of historical costs and

does not take into account changing money values or, except where stated, current valuations of non-current

assets. The accounting policies have been consistently applied by each entity in the consolidated entity and,

except where there is a change in accounting policy, are consistent with those of the previcus year.

Where necessary, comparative information has been reclassified to achieve consistency in disclosure with

current financial year amounts and other disclosures.

{b) Revenue recognition

Revenues are recognised at fair value of the consideration received net of amount of goods and services tax (GST)
Exchanges of goods or services of the same nature and value without cash consideration are not recognised

as revenue,

Sale of goods
Sales revenue comprises revenue eamed (net of retums, discounts and atiowances) from the provision
of products to other entities outside the consolidated entity. Sales revenue is recognised when the control of
- goods passes fo the customer.
Rendering of services
——————Revenue fromrendering-services is recognised in the period inwhich the service isprovided: - - -~ -~~~ - = oo e e e e
Interest income
interest income is recognised as it accrues, taking into account the effective yield on the financial asset.
Asset Sales
The gross proceeds of asset sales are inchided as revenwe of the consolidated entity. The profit or
loss on disposai of assets is brought to account at the date an unconditionai contract of sale is signed.
The gain or loss on disposal is caiculated as the difference between the canrying amount of the asset at the
time of disposal and the net proceeds on disposal.
Any related balance in the asset revaluation reserve is transferred to the capital profits reserve on disposal.
Dividends
Revenue from dividends and distributions from controlled entities are recognised by the parent entity when
they are declared by the controfled entities.
Revenue from dividends from associates is recognised by the parent entity when dividends are received. §
Dividends received from pre-acquisition reserves are efiminated against the camying amount of the investment
and are not recognised as revenue.
Contribution of assets
Contribution of assets and contributions to assist in the acquiisition of assets, being non reciprocal transfers, are
recognised as revenues at their fair value of the asset recefved when the consolidated entity gains control of the
contribution, except when the contributions are by the owners.

e,

{c) Goods and services fax !
Revenues, expenses and assets are recognised net of the amount of goods and sesvices tax (GST), except .
where the amount of GST incurred is not recoverable from the Australian Taxation Office (ATO). in these
circumstances the GST is recognised as part of the cost of acquisition of the asset or as part of an item 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 cusrent asset or hability
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 recovered from, or payable to, the ATO are
ciassified as operating cash flows,

it

{d} lnventories

Inventories are carmvied at the lower of cost and net realfisable valve. In the case of manufactured inventories and

work in progress, costs comprise direct labour and materials and an appropriate amourt for faclory overheads.

Work in progress comprises the cost of contracts and jobs in progress after making adequate provision for any .
anticipated losses.
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CODAN LIMITED AND TS CONTROLLED ENTITIES
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

—
(e) Employee entitiements
Wages, Salaries and Annual Leave
Liabities for empioyee entitlements to wages, salaries and annual leave expected 1o be settied within
12 months of the year end represent present obligations to pay resuiting from employees’ services provided
up to the balance date. The Eability has been calculated at undiscounted amounts based on remuneration wage
and salary rates that the consolidated entity expects to pay as at reporting date and includes related on-costs.
Long Service Leave
The provision for employee entilements 1o long service leave represents the present value of the estimated
future cash outflows to be made by the employer, inctuding on-costs, resulting from the employees’ services
provided up to the balance date.
Provisions for employee entitlements which are not expected to be settied within twelve months are
discounted using the rates attaching {o national governiment securities at batance date, which most
closely match the terms of maturity of the related Rabilities.
In determining the provision for employee entitiements, consideration has been given to futwre increases

* in wage and salary rates, and the consolidated entity’s experience with staff departures.

() Taxation
The consobdated entity adopts the fiability method of tax effect accounting.

.. Income tax expense is calcuiated on operating profit adjusted for permanent differences between taxable

- and accounting income. The tax effect of timing differences, which arise from items being brought to

account in different periods for income tax and accounting purposes, is carried forward in the balance
sheet as a future income tax benefit or a provision for defesred ncome tax.
Future income tax benefits are not brought to account unless reaisation of the asset is assured beyond
reasonable doubt. Future income tax benefits relating to entities with tax losses are only brought to account
when their realésation is virtually certain. The tax effect of capital losses is not recorded unless realisation is
virtually certain.

(9) Property, Plant and Equipment

ltems of property, ptant and equipment are initially recorded at cost and depreciated as outiined below.
Depreciation is provided on property, plant and equipment on both a straight ine and diminishing value
bassm:mmhxdemmmt&&%mwnmmmmmedm

life of the assets.

The depreciation rates used for each class of asset are as follows:
Buildings 4% Straight line
Leasehold Improvements 4% Straight line
Plant and Equipment 13% to 40% Straight tine
Minor Assets (Pooled) 37.5% Diminishing value

{(h) Principles of Consolidation
'mmmmmmammmmmwmmammm,b&gmm
entity, and its controfled entities, “the consolidated entity”. The balances, and effects of transactions, between controlled entiies
have been eliminated. Where an entity began 10 be controlled during the year, the results are included only from the date control
commenced.
ummmmmmw&mmm.mmm@mma
mmms%mmmmmmmubmmammmnmuwmm&gw
associates and joint venture entities are eliminated against the carrying amount of the investment. Unrealised losses are eliminated
in the same way as unrealised gains, unless they evidence a recoverable amount impairment.

(i} Translation of Foreign Currency Financial Statements
mmmdeWMmeﬁmmmmmmMmmm
exchange ruling at balance date. Equity itlems are translated at historical rates.
mmdwmmmamwmmmammmdmsaamm

. thosa itemns were recognised in the accounts, in most cases the average exchange rate for the year has been used.
Exchange differences arising on translation are taken directly to the foreign currency transtation reserve.
Thebalanceoﬂoreignarremyhmslaﬁonmrda&lghaforeimopaaﬁonhatisdisposedd.upaﬁddisposedd,
is transferred to retained profits in the year of disposal.

(i) Translation of Foreign Currency Transactions
Faeimumencyhmsacﬁomaretanslaledhhsﬁaiananencyatmemtsdexdwugenﬁwgatthedataofﬂn
transactions. Amounts receivable and payable in foreign cumencies at balance date are transiated at the rates of
exchange ruling on ihat date.
Exd\mgedﬁaemesmh&aghanmﬁspayabbaﬂrweivauehbfeignamdesambmm
mmmammammmmmwdwmmhmwmhmm
exchange rates change, except where:

* hedging specific anticipated transactions or net investments in self-sustaining operations..

relamgtoamcmtspayaNemrecembbmfaemcumnyfamgpMdaneﬂwesﬁneﬂnaseﬁasmforem

operation. In this case, the exchange difference, together with any related operation income tax expense / revenue, is

transferred to the foreign currency transtation reserve on consolidation.

* relating to acquisition of qualifying assets.



CODAN LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

k) Leased Assels

Leases of plant and equipment under which the Cornpany of its contiolfled entities assume substantially

all the risks and benefits of ownership are classified as finance leases. Other leases are classified as

operating leases.

Finance kases are capildiised. A lease asset and a rease iability equai iu the present value of the mesmum

lease payments are recorded at the inception of the kease. Contingent rentals are written off as an expense of the
accounting period in which they are incurred. Capitalised leased assets are amortised on a straight bne basis over

the term of the relevant lease, or where it is likely the consolidated entity will obtain ownership of the asset, the iife of the
asset. Lease labilities are reduced by repayments of principal. The interest componerits of the lease payments are
charged to statements of financial performance. Payments made under operating leases are charged against profits in equal
instalments over the accounting periods covered by the lease term, except where an altemative basis is more
representative of the pattem of benefits {o be derived from the leased property.

i NORCulivin Asaeis

The carrying amounts of alt non-current assets are reviewed to determine whether they are in excess of their recoverable
amount. If the carrying amount of a non-current asset exceeds the recoverable amount, the asset is written down to the
lower value. The write-down is expensed in the reporting period in which it occurs.

In assessing recoverable amounts of non-curent assets the relevant cash flows have been discounted io their present
value. .

-Each class of non-current asset is measured on either the cost or fair value basis. The economic entity has continued

to adopt the cost basis for all classes of assets, except for land and buildings which are valued at the fair value

basis.

(m) Investments

investments in controlled entities are carmied in the Company’s financial statements at the lower of cost and

recoverable amount. Dividends and distributions are brought to account in the statements of financial performance
when they are proposed by the controlied entities.

Associates

An associate is an entity, other than a partnership, over which the consolidated entity exercises significant influence and
where the investment in that entity has not been acquired with a view to disposai in the near future. )

In the Company’s financial statements investments in associates are carried at the lower of cost and recoverable amount.
In the consolidated financial statements investments in associates are accounted for using equity accounting principles.
Investments in associates are camied at the jower of the equity accounted amount and recoverable amount.

{n)} Research and Development Costs

Research and development expenditure is expensed as incurred except to the extent that its recoverability is assured
beyond any reasonable doubt, hwhichqaseiisdelenedandamotﬁsedmasuaiginﬁnebasiswermepeﬁod(mt
exceeding five years) in which the benefits are expected 10 be realised.

{o) Receivables
Trade Deblors to be settled within agreed trading terms, typically less than 60 days, are carried at amounts due. The
collectibility of debts is assessed at balance date and specific provision is made for any doubtful accounts.

(p) Payables
Liabilities are recognised for amounts to be paid in the future for goods or services received, whether
or not bifled to the company or consolidated entity. Trade accounts payable are normally settied within 60 days.

(q) Interest bearing liabilities
Bank Loans are recognised at their principal amount, subject to set-off arrangements. Interest expense is accrued
at the contracted rate and included in "Other creditors and accruals®.

(r) Provisions
A provision is recognised when there is a legal, equitable or constructive obligation as a result of a past event and

iLis babi ihahafx
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If the effect is material, a provision is determined by discounting the expected future cash flows (adjusted for future
expected risks) required to settie the obligation at a pre-tax rate that reflects the current market assessments of
the time value of money and the risks specific to the kability, being risk free rates on govemment bonds most
closely matching the expected future payments, except where noted below. The unwinding of the discount is treated
as part of the expense related 10 the particular provision.
When some or all of the economic benefits required 1o settie a provision are expected to be recovered from a third
party, the recovery receivable is recognised as an asset when it is probable that the recovery will be received and is
measured on a basis consistent with the measurement of the related provision.
in the statement of financial performance, the expense recognised in respect of a provision, is presented net of the
recovery. In the statement of financial position, the provision is recagnised net of the recovery receivable only when
the entity:

* has legally recognised right to set off the recovery receivable and the provision, and

* intends (o settle on a net basis, or fo realise the asset and settie the provision simultaneously
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CODAN LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

{r) Provisions (continued)

Dividends
A provision for dividends payable is recognised in the reporting period in which the dividends are dediared, for the entire
undistributed amount, regardless of the extent to which they will be paid in cash.
Restructuring and employee termination benefits
A provision for restructuring, including employee termination benefit, related o an acquired entity or operation is
recognised at the date of acquisition where:

* the main features of the restructuring were announced, implementation of the restructuring commenced,

of contracts were entered by the date of acquisition

* a detailed formal plan is developed by the earfier of three months after the date of acquisition and the compiletion

of this financial report.
The provision refates 1o costs associated with the acquired entity, and is included in the determination of the
fair value of the net assets acquired. The provision inchides liabilities for termination benefits that will be paid to
employees of the acquired entity as a result of the restruciuning.
Other provisions for restructuring or termination benefits are only recognised when a detall plan has been approved
and the restructuring or termination benefits has ether commenced or been publicly announced, or firm contracts
refated fo the restructuring or termination benefits have been entered into. Costs related to the ongoing activities are
not provided for. The liabilities for termination benefits that will be paid as a result of these restructurings have been
inciuded for the provision for employee benefits.
Warranties
Provision is made for the consolidated entity's estimated kability on all products stil under wamanty and includes
claims already received. The estimate is based on the consolidated entity's waranty costs experience over
previous years.

{s) Goodwill

Goodwill, representing the excess of the purchase consideration plus incidental casts over the fair value of the
mmmmmmmdammﬁmsmmmwdmm
which benefits are expected to arise, not exceeding 20 vears.

The unamortised balance of goodwill is reviewed at least each reporting date. Where the balance exceeds the value
of expected future benefits, the difference is charged to the statements of financial performance.

(t) Forelgn exchange hedges
anﬁpedﬁcmdgemamhﬁawmmmeMMemﬂBdatedﬂ»uammm
outstandima!halanoedateamvahedatﬂmemmnlhgmhatdateamanygamsabssasamwbmﬂh

the statements of financial pesformanca. Costs or gains at the time of entering info the hedge are deferred and amortised over
the life of the hedge.
MWM%M&asaWMNMWU%dMamumMM
transaction, gains and losses arising up 1o the date of the anticipated transaction, together with any costs or gains arising
aumammmm.mmmmhmmdmmmwmam
mhahedgehamcﬁonaﬂuwdateammuedhmmmdﬁmwbmm.
Mawmsmmammmmmsﬁmwbm,mmm
and losses that arose on the hedge prior 1o its termination continue to be deferred and are included in the measurement of
mmumammmnmmammmamummm
mmmsmmwmm.wmmmmmnmmmmwm&
lermination are included in the statements of financial performance for the period.
Mambmaamdmﬂummmm&GMMﬂummhk
mmﬁmmmmmemmaﬁdmmnmswwwmm.mmm
anticipated transaction is no longer expected to occur, any gains or losses relating to the hedge nstrument are included

in the statement of financial performance for the period.
Gaisaﬁbssamatmkepmrmauwmmemuwammmmmhedgemmm“
mmmmmmmmmdmwmmwmmimmmhmwmm‘
Ifmeforetzstedttansactionhmbrgerexpededtoocur.ﬂagaisammsesmmoglbedhmedhtdyhﬂndawmem
of financiai performance.

{v) Borrowing costs
Bonwhgcos&kﬂdeﬂer&d.amﬁsaﬁond&smnﬁwmenﬁmsmb&gmmnwigs,ammﬁon of ancillary costs incurred
hmmwmdmm.mummmawmsmmmmm

and leased financed charges.
mqmmhmmmmdmmWMammmmdmm
MmMWasmMMMqummqmmhmammtakemorethan12monihs
to get ready for their intended uses or sale. In these circumstances, borrowing costs are capitalised to the costs of the assets. Where funds
ammmfmmmmmumdammmeawmmm&
ﬁmseimuedhmbﬁonwmalbonuwhg.netofanyinersteamedmﬂnsebwwhgs.



Restated balance at end of period - - - -
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CODAN LIMITED AND [T7S CONTROLLED ENTITIES *
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS i
FOR THE YEAR ENDED 30 JUNE 2003 1
i
CHANGES IN ACCOUNTING POLICY :
{3j Foreign Surrency Translation !
The consolidated entity has applied the revised AASB 1012 “Foreign Currency Transtation” for the first time from 1 July 2002
For hedges of specific purchases or sales, the gains or costs on entering the hedge and the exchange differences up to the cate of the purchase
or sale are now deferred and recognised as assets or fiabilities on the statement of financial position from the inception of the hedge contract, not
when the specific purchase or sale occurs.
At 1 July 2002, the consolidated entity recognised for foreign currency hedge contracts :
* deferred costs of $ 5,801,744 (the Company: $ 5,801,744)
* a net foreign currency payabie of $ 5,801,744 (the Company: $ 5,801,744) on foreign currency hedge contracts
d
There is no impact on opening retained profits at 1 July 2002 or net profit for the current year o 30 June 2003. i
b) Provisions, contingent liabilities and contingent assets
The consolidated entity has applied AASB 1044 *Provisions, Contingent Liabilities and Contingent Assets" for the first time from 1 July 2002
Dividends are now recognised at the time they are declared, determined or publicly recommended. Previously, finatl dividends were recognised
in the financial year to which they related, even though the dividends were announced after the end of that financial year.
The adjustment to the consolidated financial report as at 1 July 2002 as a result of this changeare: =~~~
g‘.
$3,472,375 increase in opening retained profits. .
$3.472,375 decrease in provision for dividends.
There was no impact on profit or loss for the reporting period to 30 June 2003
¢) Restatement of retained profits and provision for dividends
The restatement of retained profits and provision for dividends shown below, show the information that
would have been disclosed had the new accounting policies disclosed in this note always been applied.
Consolidated The Company
2003 2002 2003 2002
$000 $000 $000 $000
Restaternent of retained profits
)
Reported retained profits at the end of the previous period 21,562 17,747 23,348 16,532 i
Increase / (decrease) in retained profits due to change in :
accounting policy on adoption of: .
AASB 1044 * Provisions, Contingent Liabilities and ¢
Contingent Assets” 3,472 - 3,472 B :
Restated retained profits at beginning of the period 25,034 17,747 26,821 16,532
Net Profit attributable to members of the parent entity 11,062 10,280 9,996 13,282
Transfers from Reserves 24 24
Dividend provided for or paid (6,690) (2,993) (6.690) {2,993)
L
Restated retained profits at end of the period 29,430 25,034 30,151 26,821 s
Restaterent of provision for dividends é
Balance at end of period as previously reported - 3,472 - 3,472 1
effect of change in accounting policy - (3,472) - (3.472) i

d) Revaluation of non-current assets

The consolidated entity has elected under AASB 1041 "Revaluation of Non-Current Assets” to change the valuation basis for land and
buiidings. From 1 July 2002 land and buildings are carried at fair value, in prior years land and buildings have been carried at cost.
The initiai adjustments fo the consolidated financial report as a resuit of this change are:

* $713,817 decrease o land and buildings (the company $1,335,805 increase to land & buildings).

* $713,817 decrease in operating profit before tax (the company §1,235,805 increase to asset revaluation resarve).

The company has cortinuaed to apply the cost basis of valuation for all other classes of non-current assets.
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CODAN LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

’ Consolidated The Company
Note 2003 2002 2003 2002
$000 $000 $000 $000
S
3 REVENUE FROM ORDINARY ACTIVITIES
Revenue from sale of goods
Sales of goods revenue from operating activities 111,404 103,960 99,107 94,882
Other Revenues
From operating activities:
Interest Received 164 227 129 210
Other fems 272 216 239 180
Net foreign exchange gain 856 - 856 -
Rental Income 79 70 100 100
Dividends received from Controfied Entity - - - 3,200
Proceeds from Sale of Propesty, Plant & Equipment 296 165 267 523
Total other revenues 1,667 678 1,591 4,213
Total revenue from ordinary activities 113,071 104,638 100,698 99,095
4 PROFIT FROM ORDINARY ACTIVITIES BEFORE INCOME TAX EXPENSE
Profit from ordinary activities before income tax expense has
been arrived at after chargingXcrediting) the following items
Bad debts written off o profit and loss 295 76 293 76
Depreciation of.
Buildings 260 221 161 9%
Leasehoid Property 13 14 5 4
Plant & Equipment 2,838 2,880 . 1,894 1,913
3,111 3,115 2,060 2,013
Amortisation of:
Leased plant and equipment - 107 . -
R -h and development costs 3,620 3,030 3,341 2,752
Goodwill 1,352 1,087 - -
4,972 4,224 3,341 2,752
Total depreciation and amortisation ! 8,083 7,339 5,401 4,765
; Borrowing costs:
! Related parties 256 305 256 305
' Loans and Overdrafts 1,511 1,887 1,457 1,818
Total borrowing costs 1,767 2,192 1,713 2,123
f
Provided for Doubtful Debts 55 50 50 45
Provided for Long Service Leave 370 338 325 311
Siow moving stock - 466 . 466
Provided for Annual Leave 1,232 1,403 1,084 1,268
Share of associates profit 12 (21) - -
Devaluation of asset class 2(d) 714 - . -
Operating lease rental expense:
minimum lease payments 522 M 110 307
Profit or (loss) on sale of property, plant and equipment 147 {10) 47 19)
5 AUDITORS' REMUNERATION
Amounts received or due and receivable for audit services by:
¢ - Auditors of the Company - KPMG 105 88 89 83
- Other auditors - - . .
Amounts received or due and receivable for other services by:
- Auditors of the Company - KPMG i29 07 112 67

Total auditors’ remuneration 234 195 201 190




“age 1

CODAN LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

Consoiidaied The Company
Note 2003 2002 2007 2002
$000 $000 $000 $000

SEGMENT ACTIVITIES

The consalidated entity operates predominantly in Australia, and more than 90% of revenue, operating
profit and segment assets related to operations in Australia. However, over 85% of the conso!ida!eq entity’s
sales are exported. )

Segment resutts, assets and Labilites include items directly atiributed to a segment as well as those

that can be allocated on a reasonable basis. Unallocated items comprise mainly of income eaming assets
and revenue, interest bearing loans, borrowing and expenses and corporate assets and expenses. The details
are disclosed in Note 36

Business Segments
The consolidated entity comprises of the following main business segments, based on the management
reporting system:

Communication Equipment : Design, development, manufacture and marketing of communications equipment.
.Other : Projects including defence equipment and design, manufacture and marketing of printed circuit boards and manufacture of electronic

equipment for the broadcast industry.

Geographical segments
Inmesm&ghfomaﬁonm&ehs&dgwgaﬂimlsegmaﬂs,smaﬁm%beenbasedmme
geographiclomﬁono{mectmners.Segmemassetsam based on the geographic location of the assets.
Australia : Manufacturing facilities and corporate office.

Other  : Overseas representation companies wholty owned I United States of America and England.

DIVIDENDS

Dividends provided for or paid by the company are:

(i) an ordinary interim dividend of $1.06 per share, franked

to 100% with class C (30%) franking credits, was paid on

15th March 2002 . 2,993 - 2,933

{i) an ordinary final dividend of $1.23 per share, franked
to 100%withdass0(30%)ﬁarkhgcredits,waspaidon

30th September 2002, which was provided for in June 2002 23 - 3,472 - 3,472
(i) an ordinary intenim dividend of $1.14 per share, franked . 3218 - 3218 -
to 100%wiﬂ1dassC(3O%)frankhgcredits.waspaidon
1st April 2003

3,218 6,465 3,218 6,465
Dividend Franking Account

Bahnoeofheﬂankhgamnadmstedforﬁar&hgcrediwwhich
wilarisefromihepaymentofirmmxpmvidedforhme
ﬁnancialstalemems,mdaﬂerdeducthgfrankingcred‘nstobe
usedinpaymentofmediv'uendsprovided.

Class C (30%) franking credits 2,389 (932)

Theabimytouﬁlisetm&ankhgamcredﬂsisdependem
upon there being sufficient available profits to declare dividends.

From 1 July 2002 the New Business Tax System (Imputation) Act 2002
requires measurement of franking credits based on the amount of

income tax paid, rather than on after tax profits,
Thischangemthebasisofmeasmntdo&smtmangemevakxeof
franking credits 1o shareholders who may be entitled to franking credit benefits.

&
4
5
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CODAN LIMITED AND ITS CONTROLLED ENTITIES
NQOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

Consolidated The Company
Note 2003 2002 2003 2002
$000 $000 $000 $000
8 INCOME TAX
(a) Income tax expense
The prima facie income tax expense cajculated at 30%
on the profit from ordinary activities 5,093 4,415 4,330 5116
Less: Tax effect of permanent differences
Additional Deduction for Research & Development Expenditure 349 428 349 428
Over provision for Australian Taxation in previous years 220 161 217 52
Devaluation of land and buildings (214) - - -
Foreign Branch income - 598 - 598
Rebate on dividend income - - - 960
Share of associates profit @ 6 - -
Building depreciation . 35 32 35 32
Sundry ltems 3 7 3 7
4,704 3,183 3,726 3,039
Add: Tax effect of paermanent differences
Amortisation of goodwilt 406 326 . -
Non-deductible expenses 2 91 21 1
Tax on foreign source ncome - 573 - 573
Depreciation 50 65 50 55
Under provision for Foreign Taxation in previous years 642 199 642 88
Sundry tems ' 20 - - -
income Tax Expense 5,914 4,437 4,439 3,770
Income tax expense / {benefit) is made up of:
Current income tax (asset) /payable 5,475 4,042 4,268 3,175
Defesred income tax provision 421 517 526 655
Future income tax benefit 18 {132) {355) (60)
5,914 4,437 4,439 3,770
{b) Current tax labilities / asset
Balance at the beginning of the year {828) (967) 572) 551
Income tax paid / {received) 3,483 4,245 2279 2,082
(Under) / aver provided in prior years (408) {75) {425) (67)
Current years income tax expense on operating peofit {5,085) {4,031) (3,843) {3,138)
‘ (2,838) (828) __{2,561) {572)
Disclosed in statement of financial position as:
Income Tax Receivable 20 17 - -
Income Tax Payable {2.858) (845) {2,561) {572)
(2,838) (828) (2,561) (572)
{c) Deferred tax Habifities
Provision for deferred income tax comprises the estimated expense
at the applicable rate of 30% on the following items :
Timing differences in depreciation and amortisation of - -
property, plant and equipment ' 18 146 20 146
Expenditure cumrently tax deductible but deferred and amortised - -
for accounting purposes - 3,221 3,182 3,153 3,010
Sundry items 841 332 841 332
4,081 3,660 4,014 3,488
{d) Deferred tax assets
Future income tax benefit comprises the estimated benefit
at the applicable rate of 30% on the following ilems :
Timing differences in depreciation and amortisaion of
property, plant and equipment 59 142 - -
Provisions for employee entitiements not currently deductible 1,161 1,096 1,017 981
Provisions and accruals for operating expenses 1,347 1,412 1,250 1,174
Sundry items 39 113 358 113

2,963 2,763 2,623 2,268
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Consoiidated The Company
Hote 205 2002 2003 2002
$000 $000 $000 $000
S CASH
Petty Cash 6 7 4 6
Cash at Bank 3,766 5,437 2,283 4,565
Short Term Deposit 2,000 1,000 2,000 1,000
5,772 6,444 4,287 5,571
10 RECEIVABLES
Current
Trade debtors 15,068 15,356 13,962 14,288
! eaas Prrvdcinn far denhthid trade dobtor [ {315} {94Y9) {279)
14,700 15,043 13,633 14,109
Other Deblors 34 31 5 10
Loans to Controlled Entities - - 1,008 6,888
14,734 15,074 14,646 21,007
" Non-Current
Loans to Associated Companies Entities o 74 433 14
11 INVENTORIES
Current
Raw materials 3,175 6,485 7,382 §311
Work in progress 1,484 1,681 1,233 1,137
Finished goods 1,209 1,634 1,209 1,583 i
10,868 9,800 9,831 9,031
12 OTHER ASSETS E
Prepayments 706 662 551 486
Defesred foreign currency hedge exchange difference and costs 2 {a) 9,190 - 9,190 -
Other ' 412 236 326 205
10,308 898 10,067 691 » ]
13 RESEARCH AND DEVELOPMENT !
{
Expenditure Brought Forward 16,505 12,722 15,112 11,329 }
Wiite off fully amortised research and development (2,609) {316) (2,609) {316) '
Deferred in current period 3,714 4,099 3,714 4,099 i
17,610 16,505 16,217 15112
Accumulated amortisation relating to fully amortised )
research and development M 2,609 316 2,609 316
Accumulated amortisation - résearch and development (9,696) {6,392) {3,419) (5,394) £
10,523 10,429 10,407 10,034 :
14 INTANGIBLES i
e Goodwll-atcost 27043 —————-—— 2ETIS — e e
Accumutated amortisation - goodwil (5,704) {4,340 . . 4
21,339 17,388 - -
¢ 15 INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD ;
Shares in Associates 34 £ %0 - : :
o
16 OTHER FINANCIAL ASSETS : ;g
Shares in controlled entities at cost - - 33,849 28,313 4 j
Unlisted Shares at cost 50 - - - i
X
50 - 33,649 28,313 @
i
i
3
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Consolidated The Company
Note 2003 2002 2003 2002
$000 $000 $000 $000
PROPERTY, PLANT AND EQUIPMENT
Freehold fand and buildings at cost - 10,226 - 4,422
Freehold land and buildings at fair value 7,517 - 4,616 -
Accumuiated depreciation - (1,759) - (1,005)
7,517 8,467 4,616 3,417
Leasehold property at cost 351 351 147 149
Accumutated amortisation {89) (110) {26) {54)
262 241 121 95
Plant and equipment at cost 32,306 30,897 18,949 17,650
Accumulated depreciation (23,426) {21,587) {12,774) {11,792)
8,880 9,310 6,175 5,858
Capital Work in"Progress at cost 690 90 554 86
Total Property, Plant and Equipment 17,349 18,108 11,466 9,456
(i) Reconciliations
Reconciliations of the carrying amounis for each ciass of property, plant and
equipment are set out below:
Frechoid iaind aid DURaINGs
Carrying amount at beginning of year ' 8,467 8,513 3,417 3,424
Additions 24 175 24 89
Revaluations (714) - 1,336 -
Transfer from capital work in progress - - - -
Disposals - - - -
Depreciation (260) {221) (161) (96)
Carrying amount at end of year 7,517 8,467 4,616 3,417
Leasehold property improvements
Carmying amount at beginning of year 241 255 95 99
Additions 38 - 35 -
Disposals 4) - 4) -
Depreciation {13) (14) {5) (4)
Carrying amaunt at end of year 262 241 i 95
Plant and equipment
Carrying amount at beginning of year 9,310 9,491 5,858 5,468
Additions 17 (i) 2,133 2,590 1,955 2,462
Acquisitions through entity acquired 43 . - .
Transfer from capital work in progress 431 384 371 383
Disposals 17 (i) , (145) (156) (115) (542)
Depreciation and amortisation (2,838) (2,987) (1,894) {1,913)
Net foreign currency differences on translation of controlled foreign - - -
entities (54) (12) - -
Provision for asset write off - - - .
Carrying amount at end of year 8,880 9,310 6,175 5,858
Capital Work in Progress at cost
Carrying amount at beginning of year 9 474 86 455
Additions 1,031 18 839 14
Disposals - {(18) - -
Transfers to property, plant and equipment (431) {384) (371) {383)
Carrying amount at end of year 690 90 554 86
Total carrying amount at end of year 17,349 18,108 11,466 9,456
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CODAN LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

PROFPERTY, PLANT AND EQUIPMENT (continued)

(i) intercompany Additions / Disposals

A net amount of $428,771 of plant and equipment was transferred from Codan Limited to Codan (US) inc on 1 Apnl 2002.

A net amount of $105,966 of plant and equipment was transferred from Codan (US) inc to Codan Limited on 30 June 2003.

There was no gain or loss on disposal due to transfer of these assets.

The transfers of these assets have been shown as disposals of plant and equipment in the above reconciliation for the Companies. The additions and
disposals of the plant and equipment have been eliminated for Consofidation purposes.

{iit) Valuations of land and buildings

Freehoid land and bulidings are measured on a fair value basis, being the amount of which the assets could be exchanged between knowledgeable
and wiliing parties in an arm's-length transaction, having regard to the best use of the asset for which other parties would be willing o pay. The
LN YEATS vaialon was Uttty Ly Uk Jueviing, ianing Ja0 auliwid it 3 aiuis il raludinn: Corkiutien #i Spieiiing 2002, addilaass

and disposals, depreciation of buildings and market movements.

Consolidated The Company
Note 2003 2002 2003 2002
$000 $000 $000 - $000
18 PAYABLES e .
Current
Trade creditors 8,027 7,145 7,464 6,813 %l
Other creditors and accruals - 7,078 7,080 5915 - 6,028 v
: 15,105 14,225 13,379 12,841
19 OTHER PAYABLES
Current
Net foreign currency hedge payable 2(a) 9,190 - 9,190 -
9,190 - 9,190 -
20 INTEREST BEARING LIABILITIES
Current
Secured Loans 409 343 205 148
Commercial Bills 1,000 2,000 1,000 2,000
Unsecured Loans 4,000 5,900 4,000 5,900
Loans from Controfied Entities - - 4,003 7,401
5,409 8,243 9,303 15,449
Non-Current ]
Secured Loans 643 1,059 28t 486 ;’
Commercial Bilis 18,443 19,300 18,443 19,300 {
Unsecured Loans 10 10 - .
19,096 20,369 18,724 19,786 {
¢

8
i
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CODAN LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

Consolidated The Company
Note 2003 2002 2003 2002
$000 $000 $000 $000
21 FINANCING ARRANGEMENTS
The consofidated entity has access to the following fines of credit:
Total facilities available at balance date:
Bank overdraft 2,622 2,622 2,622 2,622
Commercial Blt 24,000 24,000 24,000 24,000
Foreign Cumrency Commerciai Bitf 4,443 5,300 4,443 5,300
Documentary Lefters of Credit 562 562 562 562
Equipment Finance Facility 3177 3,177 1,200 1,200
Forward Exchange Dealing Limits 13,000 13,000 13,000 13,000
Guarantee Faciity 1,230 1,230 1,230 1,230
Commercial Credit Card 135 135 115 115
49,169 50,026 47,172 48,029
Facilities wtilised at balance date:
Bank overdraft - - - -
Commercial Bt 15,000 16,000 15,000 16,000
Foreign Currency Commercial Bl 4,443 5,300 4,443 5,300
Documentary Letters of Credit 263 234 263 234
Equipment Finance Faciity 1,052 1,402 486 634
Forward Exchange Deafing Limits 4,702 6,023 4,702 6,023
Guarantee Facility 735 744 735 744
Commercial Credit Card - - - -
26,195 29,703 25,629 238,935
Facilities not utilised at balance date:
Barnk overdraft 2,622 2,622 2,622 2,622
Commercial Bil 9,000 8,000 9,000 3,000
Foreign Curency Connerciail Bi - - - -
Cocaneniary Leiiers of Creait ' 299 328 293 328
Equipment Finance Facility 2,125 1,775 714 566
Forward Exchange Dealing Limits 3,298 6,977 3,258 6,977
Guarantee Facility 495 486 495 486
Commercial Credit Card 135 135 115 115
22,974 20,323 21,543 19,094
Bank Facilities

A component {$1,051,251) of the Equipment Finance facllity is secured by an unvegistered charge over the plant &
equipment acquired thereunder. The Guarantee Facility ($734,698), Equipment finance facility {$1,051,251),
aﬂaloﬂwﬁmdaeﬁms%WaMemMmﬂgagemth&eWsam
The borrowings are supported by interlocking guarantees between Codan Limited and it's subsidiaries

Al facilities are offered subject 1o certain financial covenants, and an annual review.

Weighted Average Interest rates

Commercial Bl . 4.99% 4.84% 4.99% 4.84%

Equipment Finance Facility 7.39% 7.01% 7.38% 7.36%

Commercial Credit Card 15.90% 15.90% 15.90% 15.90%



CODAN LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003 ’

Page 13

Consclidated Ths Company
Ko ke ekt it ) M 002
3605 3000 3000 3000
pang AMCUNTES PAYABLE RECEIVABLEZ IK FCREIGK CURRENCIES
The Australian doflar equivalents of unhedged amounts payabie or receivable in foreign currencies, calculated at year
end exchange rates, are as follows:
US Doliars
Amounts payabdle
current 307 17 = -
Amounts receivable
current 10 - -
English pounds
Amounts payable
curent 661 805 6 103
Amounts receivable
current 95 369 66 335
'Japanese Yen
Amounts payable o S L e - - IR —
cument 32 37 32 37
Singapore Dollars
Amounts payable
cumrent . 5 10 5 10
European Euwro
Amounts payable
current - 11 “ 11
Amounts receivable
current 431 389 431 335
New Zealand dollars
Amourts payable
‘cuent 35 65 35 65
Canadian Dollars
Amounts payabie
current - 1 - 1 K}
23 PROVISIONS
Current
Dividends . 3472 - 3472
Employee entitliements 35 1,721 1,824 1,494 1,555
Warranty repairs 1,574 1,367 1,474 650
3,295 6,663 2,968 5,677
Non-Current
Employee enlitiements 35 2,058 1,822 1,880 1,696 i
2,058 1,822 1,880 1,696
Reconciliations i
Reconciliations of the carrying amourtts of each class of provision. except
for employee entitlements, are set out below :
g i
Warmanty %
Carmying amount at beginning of year 1,367 827 650 650 $
Provisions made during the year 1,526 1,136 2,143 536
Payments made during the year {1,319) (596) {1,319) {596)
&
£
1,57 1,367 1,374 6§55 :
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CODAN LIMITED AND ITS CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2003

(i) Details of shares issued under the Codan Executive Share Plan are as follows:

Consolidated The Company
Note 2003 2002 2003 2002
$000 $000 $000 $000
p——
24 CONTRIBUTED EQUITY
Issued and paid-up capital
2,822,985 ordinary shares, fully paid ordinary
shares, fully paid.
120,000 ordinary shares, partly paid to 1 cent 24 (i) 3,469 3,469 3,469 3,469
Movements in ordinary share capital
Balance at the beginning of the financial year 3,469 3,469 3,469 3,469
Shares issued - - - .
3,469 3,469 3,469 3,469

75.0005har&swemissuedon24my1999aama:keivaknofﬂ&&SpersharewﬂhflSObehgleoeNedhmﬁnpaﬁdpam
30.0003haroswereissuedw290dober19993tamarketvabeof$15‘65permarehdms300behgreceivedfmmthepa!ﬁcipam
15,000shareswereissuedon25Febmaty2000danwketvabeofﬂs.BSpershamwMﬂsobehgreeeivedfmnmaparﬁdpant.

TheunpatdissuepriceoﬂhesharaispayablebymeparﬁdputuponamlﬁunmeCompanynothterﬁmﬁvsmrsmm

date of issue of the shares.

The eligibifity of executive employees 1o participate in the plan and the number of shares offered 10 each executive is defermined
with the absolute discretion of the Board of the Company. The shares issued under the Plan are issued at their market value as

determined at the date of the offer.

RESERVES

* Asset Revalation

Foreign Currency Translation

Asset Revaluation Reserve
Balance at beginning of year
Revaluation of fand and buildings
Transfer {o retained profits
Balance at end of year

Foreign Curency Translation
Balance at beginning of year

Less: Transtation adjustment on controlled foreign entities®
financial statement

Balance at end of year

RETAINED PROFITS

Retained profits at the beginning of the financial year
Transfers from Reserves

Net profit atiributable to members of the parent entity
Total available for appropriation

Dividends provided for or paid

Retained profits at the end of the financiai year

34 58 1,370 58

23 79 - .

57 137 1,370 58

58 58 58 53

. - 1,336 -

(24) - 24) -
34 58 1,370 53

79 83 - .
(56) 4 - -
23 79 = -
21,562 17,747 23,349 16,532
24 . 24 .
11,062 10,280 9,99 13,282
32,648 28,027 33,369 29,814
3218 6,465 3218 6,465
29,430 21,562 30,151 23349
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27

Consolidated The Company
Note 2002 2002 2003 2002
$000 $000 $000 3000
COMMITMENTS
The estimated maximum amount of commitments not provided
for in the accounts are:
{i) Capital Expenditure Commitments
The aggregate amount of contracts for capital expenditure on
plant & equipment 556 101 439 90
{ii) Commitments in refation to non-cancellabie operating leases
are payable as follows:
not later than one year 522 542 110 180
iater than one year but not later than five years 223 31 6 175
later than five years - - - -
i3 853 1/6 359

The consolidated entity leases vehicles under operating leases. Leases generally provide the consolidated entity with a right
-of renewal at which time alf terms are renegotiated. Lease payments comprise a base amount pius an incremental contingent rental.

(iii) Commitments in relation to finance leases and hire

— puchaseloansarepayableasfollows: . . . .. . ...

28

s e

Ay e

not later than one year 472 434 234 190
later than one year but not later than five years 691 1,199 302 536
later than five years - - - -
' 1,163 1,633 536 726
Less: Future Lease Finance Charge 11 231 50 92
1,052 1,402 486 634
Lease and hire purchase liabilities provided for in the
financial statements:
Current 409 343 205 148
Non-Current 643 1,059 281 436
Total Lease and Hire Purchase Liability 1,052 1,402 486 634

Finance leases and hire purchase agreements are entered into as a means of
funding the acquisition plant and equipment. Rental payments are generally fixed.
No leases have escalation clauses ather than in the event of payment default.

No lease arrangements create restrictions on other financing transactions.

CONTINGENT LIABILITIES
The company enters into performance bonds in support of its
obiigations as a suppiier of electronic equipment.

A
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CODAN LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

ADDITIONAL FINANCIAL INSTRUMENTS DISCLOSURE

(A) Interest Rate Risk
The consolidated entity’s exposure to interest rate risk and the effective weighted average interest rate for classes of

financial assets and financial kabilities is set out below:

29

Weighted Fixed interest maturing in
2003 Average
Rate Floating <1 Year 1to 5 Years None Total
Financial Assets
Cash Assets 3.33% 4,665 1,107 5,772
Receivables 1.36% 4 n 14,733 14,808
Investments
Totals 4,665 4 71 15,840 20,580
Financial Liabilities
Payables 0.00% 15,105 15,105
Bank Overdrafts and Loans 5.52% 4,409 643 10 5,062
Commercial Bills 4.98% 1,000 18,443 19,443
Dividends Payable
Employee Entillements ’ 0.00% 3,780 3,780
Totais 5,409 19,086 18,895 43,390
2002
Financial Assets
Cash Assets 2.32% 4,227 2,218 6,445
s Receivables 3.07% 4 10 15,074 15,088
i Investments
Totals 4,227 4 10 17,292 21,533
Financial Liabilities
Payables 0.00% 14,225 14,225
Bank Overdrafts and Loans 5.52% 6,243 1,089 10 7.312
Commaercial Bitls 4.84% 2,000 19,208 21,299
Dividends Payable 3.472 3,472
Employee Entitlements 3,646 3,646
Totals 8.243 20,358 21,353 49,954
(B) Foreign exchange risk
The consolidated entity enters into forward foreign exchange contracts to hedge certain anticipated sale commitments
denominated in foreign currencies {principally US doltars).
The terms of these commitments are rarely more than two years.
The consolidated entity’s policy is 1o enter into forward foreign exchange contracts ¥ hedge a proportion of foreign
amount of anticipated future sales are forecast in light of current conditions in foreign markets, commitments from
customers and experience.
The following table sets out the gross value 1o be received under foreign curmency contracts, the weighted average
contracted exchange rates and the settlement pesiods of outstanding contacts for the consolidated entity.
Consolidated Consolidated
2003 2002 2003 2002
Weighted average rate $000 $000
Selt US Dollars
Not later than one year 0.5404 0.5112 34,236 50,859
Later than one year but not iater than two years 0.5739 0.5262 15,683 12,353
As these contracts are hedging anticipated sales and purchases, any unrealised gains and losses in the contracts, togather
with the costs of the contracts, will be recognised in the financial statements at the time the underlying transaction occurs.
The gross unrecognised gains and losses on hedges of anticipated foreign curency purchases and sales are:
Consolidated Consolidated
2003 2003 2002 2002
Gains Losses Gains Losses
Not Later than 1 year 6,336 - 4,931 -
Later than one but no later than two years 2,354 - 4] -
9,190 - 5,802 -

Where the underlying transaction has occurred, the effect of the hedge has been recognised in the financial statements
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ADDITIONAL FINANCIAL INSTRUMENTS DISCLOSURE {cont)

{C) Credit risk exposures

Credit risk represents the loss that wouid be recognised if counterparties failed to perform as contracted.

. Ri ised Fi ial Instru

“The credit risk on financial assets, exchuding investments, of the consolidated entity which have been recognised on the

balance sheet, is the carrying amourt, net of any provision for doubtfut debts.
The consolidaied entity minimises concentrations of credit risk by undertaking transactions with a large number of
customers and counterparties in various countries and by credit insuring a substantial portion of overseas account indebtedness.
The consolidated entity is not materially exposed to any ndividual overseas country or individual customer.

(D) Net fair values of financial assets and liabilities

Valuation approach

N S o

NEL TR VARIES O Gk ASSELS di ki Raliibs @i & UEies i /o Uy 416 COisailaiad Sy o S fadwing 58383

On-Balance Sheet Financial Instruments

Monetary financial assets and financial Babilities not readily traded i an organised financial market are determined by

valuing them at the present value of contractual future cash flows on amounts due from customers (reduced for expected

credit losses) or due to supphiers. The camying amounts of bank term deposits, accounts receivable, accounts payable,

bank loans and dividends payable approximate net fair value.

Net fair values

On-Balance Sheet Financial Instruments

The carying amourts and net far vakues of financial zssefs and kabites a5 al he reporbng date are s fokows:

Financial Assets
Cash
Receivables

Financial Liabilities
Bank Overdrafts and loans
Accounts Payable
Commercial Bills
Dividends Payable

Page 2

Consolidated Consolidated
2003 2003 2002 2002
Carrying Net fair Carrying Net fair
Amount value Amount value
$060 $000 $000 $000
5,172 5772 6,444 6,444
14,508 14,308 15,088 15,088
5,062 5,062 7,313 7,313
15,105 15,105 14,225 14,225
19,443 19,443 21,300 21,300
- - 3,472 3,472
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Consolidated The Company
Note 2003 2002 2003 2002
$000 $000 $000 $000

/i
30 NOTES TO THE STATEMENTS OF CASH FLOWS
(i) Reconciliation of cash
For the purposes of the Statements of Cash Flows, cash includes cash on hand and at bank and short term

deposits, net of outstanding bank overdrafts. Cash as at the end of the financial year as shown in the
Statements of Cash Flows is reconciled to the related items in the balance sheets as follows:

Petty Cash 6 7 ~ 4 6
Cash 3,766 5,440 2,283 4,565
Short term deposits 2,000 1,000 2,000 1,000
Bank overdraft - {3) - -

5,772 6,444 4,287 5,571

(i7) Reconciliation of operating profit after
income tax fo net cash provided byXused in)

operating activities
Operating Profiti(Loss) After Tax 11,062 10,280 99% . 13,282
Add/{less) ilems classified as investing or financing activities:
(ProfityLoss on sale of non-current assets (147 10 (147 19
Add Kless) non-cash items:
Write back of provision for diminution of investment in
subsidiary company - - - -
Uniealised foreign currency 10ss / {gam) {8555 - {8ss) =
Depreciation of:
Buildings 260 221 161 9%
Leasehold Property " 13 14 5 4
Plant & Equipment L 2,838 2,880 1,894 1,913
Amortisation 4,972 4,224 3,341 2,752
Revaluation of land and buidings 714 - - -
(Decrease)increase in income tax payable/receivable 1,679 (139) 1,989 1,123
(Decrease)increase in deferred tax payable 423 562 526 678
Decreasef(increase) in deferred tax assets 16 (235) {355) {530)
Share of associates net profit 12 (21) - -
Non cash intercompany transactions - - 9,361 8,001
(increase)decrease in Transiation reserves {56) [} - -
Increasef(decrease) on Net Assets affected by transiation 54 6 - -
Net cash provided by operating activities before changes .
in assets and Habilities 20,984 17,798 25915 27,338
Change in assets and liabilities during the financial year:
Reduction/(increase) in receivables 813 893 478 {1,539)
Reduction/(increase) in inventories (380) 5515 {799) 2,041
Reduction/(increase) in other assets 79 66 72) (80)
Increase/(reduction) in trade creditors 2 2,491 651 3373
Increase/{reduction) in other creditors and provisions 72 (538) {225) 1,256
Increasef(reduction) in provision for employese entitiements (542) 330 124 529
Increase/(reduction) in warranty 208 540 824 -

Net cash inflow provided by/{used in) operating activities 21,236 27,095 26,896 32,918
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3 CONTROLLED ENTITIES

{a) Particulars in relation to controiied entities

Name/Country of incorporation interest Heid
NOTE Class of 2003 2002
Share % %

Parent Entity
Codan Limited

Australia (0] Ordinary
Controlled Entities
IMP Printed Circuits Pty Ltd

Austraiia (i) Ordinary 100 100
Codan (UK) Lid

England {ii) Ordinary 100 100
Codan {Qid) Pty Ltd
- Australia {iv) Ordinary 100 100

e COAAUSHIAG — — — o m o o e e L e & e e & S e

United States of America v Ordinary 100 100 o
Codan Telecommunications Pty Ltd

Austrakia {vi) Ordinary 100 100
Codan Executive Share Plan Pty Ltd

Australia (vil) Ordinary 100 100 ﬁ
Provideo Systems Pty Lid

Australia {viii) Ordinary 100 -

(1) On 6th April 2001, the parent entity, CodanPtyL!d.comededﬁomapﬁvatecunpanywanmmedpubﬁceompany.andherm
a change of name to Codan Limited. .

(i)lMPPrimadCimﬁsPwm,mmmmm.hammymmnyasdemwmmm.

() Codan (UK) Ltd is audited by KPMG.

e

{iv) Codan(Qld)Ptthd,anhmﬁancuwdbdmﬁy.sasmalpmiehmmmasdeﬁedbymmwaﬁusm.

(v) Codan(US)lncwasirwporatedhmeritedShmoaneﬁmon1Apti2002_

Cy

(w)CodanTebwmmmiwﬁusPWLﬁ.anAmiraianmwedenﬁly.msiwmtedm11 June 1998. it is a small proprietary
company as defined by the Corporations Law. .

(vi)CodanExewﬁveSrnrePianPtyudmsimpaamm3Fem:ay1999.

(vﬁ)ProvideoSystemsPlyLu,acqui'edaHdeZOOZisanNsﬁaisncon&olederﬁtyandalsoasmalpropﬁetarymm
as defined by the Corporations Law.
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CONTROLLED ENTITIES (Continued)

{b) Acquisition/disposal of controlled entities
The following controlled entities were acquired or disposed of during the financial year

Acquisition of Entities

During the financial year the consclidated entity purchased 100% of the voting shares of Provideo Systems Pty Lid.

Details of the acquisition are as follows :

Consolidated The Company
Note 2003 2002 2003 2002
$000 $000 $000 $000
Consideration 5,337 - 5,337 -
Cash acquired {1,103) - - -
Qutfiow of cash 4,234 - 5,337 -
Fair value of net assets of entity acquired
Property, plant and equipment 42 - 42 -
Deferred tax asset 203 - 203 -
Cash assets 1,103 - 1,103 -
Inventories 6388 - 688 -
Receivables 662 - 662 -
Payables (693) - (693) -
Current tax Sability (329) - (329) -
Other Provisions {1.642) - (1,642) -
. 34 - 34 -
Goodwill on Acquisition 5,303 5,303
Consideration {cash) ' 5,337 - 5,337 -
Provideo Systems Pty Ltd was acquired on the 1 July 2002 and the operating results of the entity from that date have been inciuded in consolidated
operating profit.
Disposal of Entities
No disposals of entities were made by the consolidated entity during the financial year.
DIRECTORS® REMUNERATION
Directors® income

The number of directors of the company whose
income from the company or any related party

falis within the following bands: No. No.

$ 30,000 - $ 39,999 - 4

$ 40,000 - $ 49,999 5 1

$ 70,000 - $ 7999 - -

$ 80,000 - § 89,000 1 1

$110,000 - $119999 . -

$170,000 - $179,999 - -

$180,000 - $189,999 - .

$210,000 - $219,999 1 1

$420,000 - $429,999 - -

$430,000 - $439,999 . 1

$440,000 - $459,999 - -

$460,000 - $489,999 1 -

Consolidated The Company
2003 2002 2003 2002
$ $ $ $
N

Total income paid or payable, or otherwise made avaiable, to all’

directors of the Company and controlied entities from the

Company or any reiated party. 983,740 913,724 983,740 913,724

Retirement Benefits

Retirement benefits paid to directors of the company and

controfied entities, being amounts that have been previously

approved by the members of the company in a general meeting. - - . -

No amounts were paid by the company during the year to indemnify directors. Directors’ income does not inciude
insurance premiums paid by the company or related parties in respect of Directors’ and Offices’ Liabilities and
Legal Expenses insurance contracts, as the insurance policies do not specify premiums paid in respect of individual
directors. Details of the insurance premiums paid are set out in the Director’s Report.
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RELATED PARTY DISCLOSURE

Directors
The names of each person holding the position of director of Codan Limited during the financial year are

Messrs J.A Uhrig, M.K. Heard, B.P. Bums, LA Davis, P.R. Griffiths, 1.J. Bettison, 1.B. Wall,
P.M. Wall (altemate to 1.B. Wall), AE.R. Wood, A.W. Wood (altemate 10 A.E.R. Wood).

Details of directors’ remuneration and retirement benefits are set out in Note 32.

Apart from the details disclosed in this note, no director has entered into a material contract with the Company or the
Consolidated Entity since the end of the previous financial year and there were no material contracts involving directors’
interests subsisting at year end.

There are no loans to directors.

The Company has the following loans from directors -

() $1,000,000 - 180 day terms and interest is payable at the market rate for commercial bills
(i) $3,000,000 - 90 day terms and interest is payable at the market rate for commercial bills

Directors’ holdings of shares

'TheMaessddkwusdﬂwenﬁyammekdiedowebledmhmdmﬁmmﬁnm

consolidated entity at year end are set out below.

Codan Limited
Ordinary shares

Directors” transactions in shares
There have been no transactions in shares with directors in the 2002 and 2003 years.

Other transactions with the Company or its Controlled Entities

Cther than outfined above, the terms and conditions of the transactions with directors and their director related
entities were no more favourable than those available, or which might reasonably be expected to be available,

on similar transactions to non-director related entities on an arm’s length basis.

From time to time directors of the company or its controlied entities, or their director-related entities, may
purchase goods from the consolidated entity. These purchases are on the same terms and conditions as those
entered into by other consolidated entity employees or customers and are trivial or domestic in nature.
Whoily-owned group

Details of interests in wholly-owned controlied entities are set out at Note 31. Details of dealings with these
Loans

Loans between entities in the wholly owned group are repayable at call. No interest has been charged in the 2002
and 2003 years.

Loans between the parent comparny and associated companies are charged nominal interest rates and are payable
within 5 years.

Other Transactions

The company purchases materials from IMP Printed Circuits Pty Ltd, pays marketing fees

to Codan (UK) Ltd and Codan (US) inc, and charges rent to IMP Printed Circuits Pty Ltd for their
premises. Codan Limited pays rent to Codan (Qld) Pty Lid for premises, plant and equipment,
and a fee for intellectual property. Provideo Systems Pty Lid purchases malerials from

IMP Printed Clrcuits Pty Lid.

These transactions are in the normal course of business and on normal tenms and conditions.

s i e e ny e e Esacied earaias T
The aggregate amounts receivable from, and payabie to, wholly-owned controlied entities
and associated companies by the company at balance date

Consolidated The Company
Note 2003 2002 2003 2002
$000 $000 $000 $000

Receivables

Cumrent -
Non Current 74
Payables

Current

Dividends

Dividends received by the company from wholly-owned
controlled entities -

4 13 14

These amounts include trade debtors and trade creditors as well as loans.

¥

e g e 1y
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Consolidated The Company
Note 2003 2002 2003 2002
$000 $000 $000 $000
/—
34 INVESTMENTS IN ASSOCIATES
Codan Limited holds a 50% interest in PCB Contracting Services Pty Ltd.
Results of Associates
Share of associates operating profit before income tax {18) 30
Share of associates income tax expense attributable to
operating profit {6) L]
Share of associates net profit - equity accounted (12) 21
Movements in carrying amount of investments
Carrying amount of investments in associates at the beginning 60 39
of the financial year
Share of associates net profit {12) 21
Initial investment in associate
Carrying amount of investments m associates at the end
of the financial year 43 50
35 EMPLOYEE ENTITLEMENTS
Aggregate Eability for empioyee entitiements, including on costs
Current 23 1,721 1,824 1,494 1,555
Non-current 23 2,058 1,822 1,880 1,696
Bonuses and Terminations (Accruals) 13 1,019 330 992 930
3,779 3,646 3,374 3251
The present values of employee entitiements not expected
1o be settled within 12 months of balance date have been calculated
using the following weighted averages:
Assumed rate of increase in wage and salary rates 3.50% 3.50% 3.50% 3.50%
Discount rate 4.837% 5.86% 4.37% 5.86%
Settlement term (years) 20 years 20 years 20 years 20 years
Number of Employees at year end 397 395 314 328

Page 27
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Independent audit report to members of Codan Limited
Scope
The financial report and directors’ responsibility

The financial report comprises the statement of financial position, statement of financial
performance, statement of cash flows, accompanying notes to the financial statements, and the
directors’ declaration for both Codan Limited (“the Company™) and the Consolidated Entity, for
the year ended 30 June 2003. The Consolidated Entity comprises both the company and the
entities it controlled during that year.

The directors of the Company are responsible for the preparation and true and fair presentation
of the financial report in accordance with the Corporations Act 2001. This includes
responsibility for the maintenance 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.

Audit approach

We conducted an independent audit in order to express an opinion to the members of the
Company. Our audit was conducted in accordance with Australian Auditing Standards in order
to provide reasonable assurance as to whether the financial report is free of material
misstatement. The nature of an audit is influenced by faciors such as the use of professionai
judgement, selective testing, the inherent limitations of internal control, and the availability of
persuasive rather than conclusive evidence. Therefore, an audit cannot guarantee that all material
misstatements have been detected.

We performed procedures to assess whether in all material respects the financial report presents
fairly, in accordance with the Corporations Act 2001, Australian Accounting Standards and
other mandatory financial reporting requirements in Australia, a view which is consistent with
our understanding of the Company’s and the Consolidated Entity’s financial position, and of
their performance as represented by the results of their operations and cash flows.

We formed our audit opinion on the basis of these procedures, which included:

W examining, on a test basis, information to provide evidence supporting the amounts and
disclosures in the financial report, and

m  assessing the appropriateness of the accounting policies and disclosures used and the
reasonableness of significant accounting estimates made by the directors.

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

Independence

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

KPMG. KPMG, an Australian partnership, is a
WG international, a Swiss
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Audit opinion
in our opinion, the financial report of Codan Limited is in accordance witi:
a) the Corporations Act 2001, including:
i. giving a true and fair view of the Company’s and Consolidated Entity’s financial
position as at 30 June 2003 and of their performance for the financial year ended on that

date- and

ii. complying with Accounting Standards in Australia and the Corporations Regulations
2001; and

b) other mandatory professional reporting requirements in Australia.

Il rat,
KPMG

P D Robertson
Partner

Adelaide
1 September 2003

Codan(3-AuditReport0209MB
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