CODAN

17 August 2005
CODAN LIMITED

ANNOUNCEMENT — 2004/05 FULL YEAR RESULTS

FINANCIAL PERFORMANCE AND DIVIDEND

The Board of Codan Limited has announced an After Tax Profit of $16.2m for FY05. This
compares with the reported profit for FY04 of $16.7m, which was a 50% increase on the
prior year and which included a profit of $0.65m from the sale of a surplus property. Hence
the FY03 After Tax Profit was in line with that earned in FY04 excluding the property
sale, despite Codan’s average hedged exchange rate for its net exposure to the US dollar
increasing from 54 to 62 US cents to the Australian dollar.

Directors announced a final dividend of 3.5 cents per share bringing the dividend for the
full year to 6.0 cents per share fully franked, an increase of 9.1%.

Operating revenue for the year ended 30 June 2005 was $126.3 million.

The effect of the higher average hedged exchange rate in FY05 compared to FY(4 was to
reduce revenue by $9m and NPAT by $2.7m. This negative effect was partly offset by
reductions in product costs and strict control of expenses. As aresult, EBITDA, EBITA
and EBIT margins have all grown since FY03 and cumulative business performance
remains above Codan’s objective of 15% compound growth over the medium to long term.

After a significant capital expenditure program totalling $20.5m, the business maintained
its low gearing with year-end borrowings of $2 million. This program was directed to
internal development of new products, new factory floor space, a whole of company
enterprise resource planning business system and acquisition of operations, new products
and technology, all to strengthen the company’s platform for future growth.
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Codan Summary Financial Performance ($mill)

Year ended 30 June
Audited Audited Audited
2005 2004 2003
$m % $m % $m %
Revenue
HF Radio Communications 687 62.6 487
Sateliite Communications 451 610 53.4
Bigital Microwave Communications 4.6 4.0 4.7
Total Communications Products 118.4 1278 104.8
Broadcast Products 34 22 4.2
Printed Circuit Boards 45 4.0 4.1
Proceeds from sale of surplus property 3.7 -
Total Reveniie 126.3| 100.0% 137.5| 100.0% 113.4] 100.0%
EBITDA 30.8f 244% 326 237% 268 227%
Depreciation {2.8) (28) (3.1}
Amgortisation of deferred R&D {3.8) {3.9) (3.6)
EBITA 2421 19.2% 261 19.0% 201 118%
Amortisation of goodwill {1.7 {1 .6_2, (1.3}
EBIT 22.5 17.9% 24.5] 17.8% 18.8 166%
Interest 0.1 (0.9} {1.8)
Net profit before tax 22.6] 17.9% 238 11% 17.01 150%
Tax {6.4) (6.9) (6.9)
Net profit after tax 16.2] 12.8% 16,70 121% 111 98%
Net profit after tax before amortisation
of goodwill 17.91 18.3 12.4
Eamings per share before
amortisation of goodwill (cents) 11.1 11.3 nc
Eamings per share, fully diluted {cents} 100 10.3 ne
Dividend per share (cents) 8.0 5.5 nai

Note: The Company’s average hedged exchange rate for ifs estimated net exposure to the
US doliar for the first half of the 2006 financial year is 76 US cents fo the

Australian dollar compared to 62 US cents last year, At the date of this

announcement, exposure is unhedged for the second half.
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QPERATIONS
Communications Produgts

Results were mixed with another strong performance for HF Radio but a weaker than
expected performance for Satellite Communications,

A major achievement of FY0S was the completion of development and acquisition
programs for new HF radio, satellite communications and digital microwave radio (DMR)
products. All of these products were released to the market during the second half and have
been well received.

HE Radio
In an environment of world security concerns there was continued strong global
demand from governments, businesses and humanitarian organisations for rapidly

deployable and back up communications networks.

Satellite Communications

In addition to the substantial exchange rate impact on revenue, demand for private
and back up communications in government networks fell after strong demand the
previous year, The Board does not believe that market share was lost in this sector
with the effect being the result of timing of the placement of orders.

Digital Microwave Radio (DMR)

The global market for cellular telephone infrastructure and therefore digital
microwave radio is growing strongly. To improve the way this market is addressed,
the company acquired technology enabling the manufacture and ongoing
development of a complete new cost effective product range. Initial market
response has been very positive following successful market launch in March.

Broadcast Products

The acquisition of the operations and technology of Talia Sound & Vision, completed in
March, added complementary products to the existing product range. The business was
launched globally under the Codan Broadcast brand and a worldwide export distribution
agreement was entered into with Ross Video of Canada.

In Australia, uncertainties in relation to the rollout of digital TV are still not resolved and
this retarded growth in this market.

Printed Circuit Boards

The business performed to expectations and grew market share during the year.
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OUTLOOK

World security concerns, some global recovery in telecommunications and the new
products released last year will continue to support demand for Codan’s communications
products for private and public infrastructure. This is expected to include an improvement
in sales of satellite communications products for private government networks.

The Board expects the new DMR product range to be very successful in targeted
international markets.

The Company’s development of its TV Broadeast market is at a very early stage. The
broadening of the product range via the Talia acquisition and development of export
markets in Asia and globally via the Ross relationship will deliver growth in due course.

Expected profit growth in FY06 nonetheless may be limited by a continuing strong
Australian doliar.

Codan Limited’s financial year 2005 audited annual financial report and presentation to
investors are posted on the Company’s website, www,codan.com.au.

The Company will hold its annual general meeting in Adelaide on 28 October 2003,
Details of the time and venue for the AGM will be included with the mailing of the
Company’s annual report.

On behaif of the Board

David Hughes
Company Secretary
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Appendix 4E
Preliminary Final Report

Codan Limited
and ifs controlled entities

Appendix 4E
Preliminary Final Report under ASX Listing Rule 4.3A

For the year ended 30 June 2005

ABN Previous corresponding period
[ 77 007 590 605 | i 30 June 2004 |
Results for announcement to the market $A’000
Revenue from ordinary activities Down 8.2% to 126,299
Profit from ordinary activities Down 2.8% to 16,204

after tax attribuiable to members

Net profit for the year attributable Down 2.8% to 16,204
to members

Dividends Amount per security Franked amount per
security at 30% tax

Final dividend 3.5 cents 3.5 cents
Interim dividend 2.5 cents 2.5 conts
Record date for determining 19 September 2005

entitlements to dividends:

Brief explanation of any figures disclosed above which is necessary to enable the
figures to be understood:

The 30 June 2005 Financial Report and the Market Announcement dated 17 August
2005 form part of and should be read in conjunction with this Preliminary Final Report
(Appendix 4£).

This report is based on financial statements that have been audited. The audit report is
included in the 30 June 2005 Financial Report,




Codan Limited
ABN 77 007 590 605
and its Controlled Entities

Financial Report
30 June 2005
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Directors’ report

Codan Limited and #s Controlled Entities

The directors present their report together with the financiat report of Codan Limited {"the Company™) and of the
consolidated entity, being the Company and its controlied entities, for the year ended 30 June 2005 and the auditor’s

report thereon,

Directors

The directors of the Company at any time dusing or since the end of the financial year are:

Name and qualifications

John Uhrlg AG, BSe, Duniv, Hen,
BEcon, FARM

Chairman

Non-Executive Director

Michae! Heard B (Hons), MBA, FIE
Aust, CPEng

Managing Director and Chiet
Executive Officer

Jirn Beftison BA (Hoens), DUak,
EAICED
Non-Executive Dirsctor

Brian Bums AM FOPA, FCIS, FAICD
MNon-Executive Director

Age
76

57

73

66

Experience and special responsibilities

Mr Uhrig was appointed to the board as Chalrman in 1986. Mo has broad industry and
manufacturing experience and has participated in and contributed lo & vasiety of
government and community bodies, He was formetly a director of ASX listed
companies Westpac Banking Corporation {1989 to 2000 and chairman 1962 to 2000),
Santos Limited {1991 fo 2001 and chairman 1994 to 2001} and Rio Tinto Limited {1983
to 2001 and chairman 1987 to 2001}, He was formaerly chairman of the Australian
Manufacturing Counci, deputy chairman of Rio Tinto ple, managing director of Simpson
Holdings Limited and Brinsmead Flectrical Industries Pty Lid, a foundation member of
the National Companies and Securities Commission and a director of B Seppelt & Sons
Limited and the Export Finance and Insurance Commission.

Mr Uhrig has agreed to remain as Chairman for a sufficient period of time to allow the
astablishment of Codan as a successiully listed company. It is envisaged that he will
not retire betore the Company’s annual general meeting in 20086,

Mr Heard was appointed to the board as Managing Director in 1991, He was formerly
general manager and a director of Ribloc Group Lid {civil engineering technology
industry) and chief executive of Cheviot Manufacturing Pty Lid (automotive components
industry). Before that, My Heard held various engineering, marketing and management
positions with CIG Lid {(now BOC Ltd) in Brisbane, the United Kingdom, Sydney and
Adelaide. He is a former member of the Australian Space Council and the Australian
National Telescope Steering Commitiee. Mr Heard was the founding president of South
Austrafia’s Electronics Industry Association and Is today chairman of that Association’s
Industry Leaders Forum. He is a former director of Amdel Limited.

Mr Bettison, one of the founders of the company, was appointed fo the board in 1958,
Mr Bettison was Chief Executive until 1985. He is a former Senior Deputy Chancellor of
the University of Adelaide, member of the Commonwealth Govermnment's Australian
Space Board, member of the Divisional Advisory Commitiee, CSIRO Division of
Radiophysics and board member of the Technology Development Corporation (South
Auistralia),

Mr Burns was appointed to the board in 1996 (alternate director from 18980). Mr Bums is
a former managing director of B Seppelt & Sons Lid and a former chairman of the South
Australian Government owned Instifute of Medical and Veterinary Science and of
Luminis Ply Lid, the intellectual property commercialisation company of The University
of Adelaide, He is a former director of ASX listed companies National Foods Limited
{1991 to 2003} and Select Harvests Limited {1899 to 2004). He is a former director of
Cascade Brewery Co. Limited and C-C Botilers LimHed, He has served the
accountancy profession as the South Australian president of CPA Australia and as a
member of the Auditing Standards Board of the Australian Accounting Research
Foundation,
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Directors’ report

Codan Limited and its Controlled Entities

Directors {continued)

Name and gualifications Age

Laon Davis AQ, ASAIT, DSelh.cl, 66
FRACI, FAustiVM
independent Non-Exsculive

Director

Pater Grifiths 8.c (Hons), CPA, 63
FAICD
independent Non-Cxecutive

Director

fan Wall BE, FSASM, MIE Aust, CPEng 74

Non-Executive Director

Alastair Wood BE T4

MNon-Executive Dirgcior

Dr David Klingner 8.ScfHons), Phy, 61
FAusiMM

Independent Non-Executive

Diractor

David Kiingberg AM, BTechiCivily, 81
FTSE, FiEAUS, FAuSIMM

independent Non-Executive

Director

Experience and special responsibilities

Mr Davis was appointed to the board in 2000 and refired in December 2004, He has
had a long career inn mining, both in Australia and overseas, and has considerable
understanding of the requirements for managing a global business. Mr Davis was
formerly chief executive of Rio Tinte and became depuly chairman of that company on
retirement in April 2000. Rio Tinto has worldwide mining activities prancipally in Australia,
New Zealand, indonesta, Papua New Guinea, Norh and South America, Southemn
Afriea and Europe. He joined the board of Westpac Banking Corporation in 1899 and
became chairman in December 2000.

Mr Griffiths was appointed to the board in July 2001, following his refirament as a senior
axacutive of Coca;_Coia Amatil Limited. Mr Grifiiths has extensive giobal experience
having worked in Central / Eastern Europe and South East Asia for Coca-Cola Amatil
Limiled. Atfvarious times he was company secretary, chief financial officer and
managing director of C-C Bottlers Limited and held board positions in Australia, New
Zealand and the USA. He is a Certified Practising Accountant and has been president
of the South Austrafian branch of the Financial Executives Institute as well as federal
president of the Australian Solt Drink industry.

Mr Wall, one of the founders of the Company, was appointed to the board in 1859, He
has been involved In many of the Company’s operations but particularly in product
refated systems engineering.

Mr Wood, one of the founders of the Company, was appoinied 1o ihe board in 1958. He
has been involved in many of the Company’s operations but principally in product
development engineering. Mr Wood, In addition o his duties as a Director, has been
retained by the Company as a consultant on engingering matters.

Dr Kiingner was appointed o the board in December 2004, Dr Klingner, a geclogist,
was previously employed by o Tinto where he was engaged in a number of senior
rotes involving business leadership, project development and worldwide exploration
activities, and where he gained a great deal of experience in the establishment and
management of overseas operations, He is a former chalrman of Coal & Allied
industries Lid, Bougainville Copper Limited and the World Coal Instifute. He was
appointed as a director of Energy Resources of Australia Limited in July 2004 and is
presently chairman.

Mr Kiingberg was appointed to the board in July 2005. He is an engineer with extensive
national and international experience having been managing director of Kinhill Limited
from 1986 to 1898, He was based in Singapore during 1891 and 1992 responsible for
the international activities of Kinhill, Mr Klingberg is currently Chancellor of the
University of South Australia a position he has held since 1988. He has a number of
privale sector and government appointmenis including chairman of Barossa
Infrastructure Limited, and directorships of Snowy Hydro Limited and the WorkCover
Corporation of South Australia.
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Directors’ report

Codan Limiled and #s Controlied Entities

Company Secretary

Mr David Hughes BA{Acc), CPA, AIMM was appointed to the position of company secretary in Septernber 2000, Mr
Hughes has responsibility for the financial control, reporting and information technology across the Codan group. Priorto
joining Codan he was Executive General Manager, Information Services with Normandy Mining, Commercial Manager at
Southcorp and Divisional Financial Controfier at James Hardie.

Directors’ meetings

The number of directors’ meetings {including meetings of committess of directors) and number of meetings attended by
each of the directors of the Company during the financial year are:

Board Audit,
Bisk and
Compliance  Remuneration
Board Commitiee Commitiee
Director Meetings Meetings Meetings
A B A B A B
John Lihrig 12 10 4 4
Michae! Heard 1% 12
Jim Bettison 10 12 4 4
Brian Burmns 10 12 5 5 4 4
Leon Davis 7 7
Peter Griffiths 15 12 5 5
ian Wall 11 19 g 5
Alastair Wood 1D 10
Dr David Klingner 5 8

A — Number of meetings altended
B — Number of meetings held during the time the dirscior held office during the year

Corporate governance siatement

This statement outlines the main corporate governance practices in place throughout the financial year, which comply
with the ASX Corporate Govermance Councll recommendations, unless otherwise stated.

Board of Directors

Fole of the Board

The board's primary role is the protection and enhancement of long-term shareholder value,

To fulfil this role, the board is responsibie for the overall corporate governance of the consolidated entity including
formudating its strategic direction, approving and monioring capitat expenditure, setting senior executive and director
remuneration, establishing and monitoring the achievement of management's goals and ensuring the integrity of intermal
control and management information systems. His also responsible for approving and monitoring financial and other

reporting. The board is currently in the process of developing a formal charier and i is expected that this will be
compieled by 31 Decernber 2005,

The board has delegated responsibility for operation and administration of the Company 1o the Managing Director.
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Directors’ report

Codan Limited and #ts Confrolled Entities

Board of Directors {continued)
Board processes

To assist in the execution of its responsibilities, the board has established a number of board commitiees including a
Remuneration Committes, and a Board Audit, Risk and Compliance Committee. These commitiess have written
mandates and operating procedures, which are reviewed on a regular basis, The board has also established a
framework for the management of the consolidated entity including a system of internal control, a business risk
management process and the establishment of appropriate ethical standards,

The full board currently holds ten scheduled meetings each year, plus stralegy meetings and any sxtraordinary meetings
at such other imes as may bo necessary to address any specific significant matters that may arise.

The agenda for meetings is prepared in conjunction with the Chairman, Managing Director and Company Secretary,
Standing items include the Managing Director's report, occupational, health and safety report, financial repors, strategic
matters, governance and compliance. Bubmissions are circulated in advance. Execufives are reguiarly involved in
board discussions and directors have other opportunities, including visits 1o business operations, for contact with a wider

group of employses.

Director education

The consolidated entity has a process to educate new directors about the nature of the business, current issues, the
comporate strategy and the expeciations of the consolidated enfity conceming performance of directors. Directors also
have the opportunity o visit consolidated entity faciliies and mest with management {o gain a better understanding of
business operations, Directors are given access 1o continuing education opportunities to update and snhance their skills
and knowledge.

Independent professional advice and access to Company irformation

Each director has the right of access to ali relevant Company information and to the Company’s executives and, subject
to prior consuitation with the Chairman, may seek independent professional advice from a sultably qualified adviser &t
the consolidaled entity's expense. The director must consult with an advisor suitably qualified in the relevant field, A
copy of the advice received by the director is made availabie to all other members of the board. The Access, Indemnity
and Insurance Deed for each director sets out their righis on these matters,

Composition of the Board

The composition of the board is determined using the following principles:

® 2 broad range of expertise both nationally and internationaily;
®  a majority of non-execulive directors;

® 2 majority of direciors having extensive knowledge of the Company's indusiries, and those who do not, have
axtensive expertise in significant aspecis of financial management and general management of large companies,

#  anon-execulive director as Chairman;

;| enough directors fo serve on various committees without overburdening the directors or making it difficult for them to
futly discharge their responsibilities; and

®  subject to re-election every thise vears (except for the Managing Director).
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Directors’ report
Codan Limited and its Controlled Eniilies

Board of Dirgctors (continued)
Composition of the Board
An independer director is a director who is not a member of management {a non-executive director) and who!

M holds less than five percent of the voting shares of the Company and is not an officer of, or otherwise associated,
directly or indirectly, with a shareholder of more than five percent of the voling shares of the Company;

M has not within the last three years been employed in an executive capacity by the Company or ancther group
member, or been a divector after ceasing o hold any such employment;

& within the last three years has not been a principal or emplioyee of a material professionat adviser or a material
consuitant o the Company or another group member,;

B s not a material supplier or customer of the Company or another group member, or an officer of or otherwise
associated, directly or indirectly, with a material supplier or customer;

® has no material contractual refationship with the Company or another group member other than as a director of the
Company; and

* s free from any interest and any business or other relationship that could, or could reasonably be perceived 1o,
materially interfere with the director's ability fo act in the best interests of the Company.

The ASX Corporate Govemnance Council's "Principles of Good Comporate Governance and Best Practice
Recommendations” siates that a majority of the board should be independent directors and the chairperson should be an
independent director. The company has not complied with these two recommendations. Given the company’s transition
from a very successiul privately owned company 1o a publicly isted company in November 2003 the board believe the
current composiiion of directors is still appropriate for the company.

The board is regularly addressing succession in order to ensure that #s composition going forward is appropriate.
Messrs Wal, Wood and Bettison intend fo retire at separate fimes over the oncoming year. Mr Uhrig, who has been
Chairman since 1986, has agreed 10 remain as Chairman until the Company's annual general meeting in 2006. In
accordance with governance principles, new and appropriately qualified and independent board members are being
infroduced over time 1o enable Codan o achieve its future corporate objectives.

Board Parformance Evaluation

The ASX Corporate Governance Counwil's “Principles of Good Corporate Governance and Best Praclice
Recommendations” recommends the establishment of a nomination commities. Due fo the proposed relirement of a
munber of directors over oncoming years the role of nomination of proposed directors is being conducted by the full
board.

The board is currently reviewing its evaluation processes and reviews as necessary have been conducted by the
Chairman.
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Directors’ report

Codan Limied and #is Controlled Entities

Remuneration report
Hemuneration Commities

The Remuneration Commities reviews and makes recommendations fo the board on remuneration packages and
policies applicable to the Managing Director, senior executives and directors themselves. It is also responsible for share
schemaes, Incentive performance packages, superannuation entilements, retirement and termination entitiements and

fringe benefits policies.

The members of the Remuneration Committee during the year were:

8rian Burns (Chairman} — Non-Executive Director
Johsn Uhfig — Non-Execttive Direclor
Jim Bettison — Non-Lxecutive Director

The Managing Director is inviled to Femuneration Committee meetings, as required, to discuss senior executives’
performance and remuneration packages.

Remuneration policies

Remuneration levels are competitively set to altract and retain appropriately qualified and experienced senlor executives.
The Remuneration Commitiee obtains independent advice on the appropriateness of remuneration packages, given
trends in comparative companies both focally and infernationally. Remuneration packages can include a mix of fixed
remuneration and performance-based remuneration.

The remuneration structures explained below are designed to atiract sultably quaiified candidates, and to effect the
broader outcome of increasing the consolidated entity’s net profit. The remunsration structures take inte account:

m the overall level of remuneration for each direcior and exacutive;
® the executives’ ability to controf the relevant segiments’ perdormance; and
® the amount of incentives within each executive’s remuneration.

Ceriain senior exscutives may receive bonuses based on the achievement of two specific performance hurdles.

Firstly, where the ratio of earnings before interest and taxes {“EBIT"), which is adjusted for the capifalisation of product
development expenditure, 1o sales excoeds a predetermined threshold for the financial year a bonus is calculated based
on a percentage of the executives normatl salary package. This percentage is capped at a maxirnum of 35% of the
salary package. For the year ended 30 June 2005 the maximum bonus under this performance condition was achieved.

Secondiy, where growth of the consolidated entity exceeds a predetermined thresheld for the financial year a bonus is
calculated based on a percentage of the executives normai salary package. This percentage is capped at a maximum of
35% of the salary package. Payments under this performance condition are dependent upon the achievement of the
minimum threshold for the EBIT to sales ratio referred to above. For the year ended 30 June 2006 the growth
performance measure was not achieved and as a result no payments under this performance condition will be made.

Where thesse calculations resulf in a bonus being available the payment of one half of the bonus is dependent upon the
appraisal rating of the specific executive. For the vear ended 30 June 2005 an appraisal rating of 100% has been
applied fo all refevant executives.

These performance conditions have been established to encourage the profitable growth of the consolidated entity. Al
bonus amounds that accrue 1o the relevant executives are paid in cash. There is no separate profit-share plan.
Neon-executive directors do not receive any performance related remuneration.

The beard considars that the above performance-linked remuneration structure is generating the desired outcome.
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Directors’ report

Codan Limited and #s Conirofled Entities

Remuneration report
Remuneration poficies {continued)

I considering the consolidated entity’s performance and benefits to shareholders wealth the remuneration committee
have regard to the following measures.

2005 2004
Net profit after tax 16,204,132 16,677,771
{ividends paid 8,840,031 7885120
Change in share price {$0.50) $0.55

Codan Limited isted on the Austratian Stock Exchange on 27 November 2003 and therefore details of the company’s
performance for prior financiat years have only been included for the 2004 year.

Totat remuneration for ail non-executive directors, last voted upon by shareholders at the 2003 AGM, is not to excesd
$760,000 per annum. Non-executive directors do not receive bonuses nor are they issued options on securities.
Directors’ fees cover all main board activities and membership of committees.

Direciors’ and senfor executives' remunaralion

Details of the nature and amount of each major element of the remuneration of each director of the Company and each
of the five named officers of the Company and the consclidated entity receiving the highest remuneration are:

Directors Base Non-cash Super Retirement
emolument Bonuses  benefils contributions  benefits Total
5 $ $ $ 3 $
Non-execulive
John Uhrig 138,066 - - - - 138,066
irvine James Beltison 69,033 - - . - 638,033
Brian Burns 63,333 - - 5,700 - 69,033
Leon Davis 25833 - - 2,328 - 28,158
Poter Griftiths 63,333 - . 5,700 - 69,033
fan Wall 69,033 - . - - §9,033
Alastair Wood 69,033 - - - . 89,033
Dr David Klingner 43,750 - - 3,837 . 47,687
Executive
hichael Heard 508,758 188,000 - 66,809 - 782,387
Executive officers Bagse Non-cash Super Hetirement
emolument Honuses benefits coniributions  benefits Total
8 8 $ § £ $
Alan Gobolos 199,162 804,500 - 23,412 - 303,074
David Hughes 201,211 77,350 - 23,977 - 302,537
Peter Charlesworih 191,480 71,750 . 16,079 - 279,309
Donald MeGurk 183,121 71,750 . 14,246 - 279,117
Steve Lukacs 151,676 38,636 - 38,274 - 225,486

No share options have been issued by the Company.
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Directors’ report

Codan Limited and #s Conirolled Enditios

Board Audit, Risk and Compliance Commifteg

The Board Audit, Risk and Compliance Committes has a documented charter, approved by the board. All members
must be non-executive directors. The Chalrman may not be the Chairman of the board, The commities advises on the
establishment and maintenance of a framework of intemnal control and appropriate ethical standards for the management
of the consolidated entity.

With the proposed retirement of a number of directors and the resultant appointment of independent non-executive
directors new members o the Board Audit, Bisk and Compliance Commitiee will be appoinied to ensure the commitiee
consists of a majority of independent non-executive directors.

The members of the Board Audit, Risk and Compliance Committee during the year were:

Peter Griffiths (Chairman} — independent Non-Executive Director
Brian Bums — Non-Executive Director
tan Wall - Non-Executive Director

The extermnal auditors, the Managing Director and Chief Finance and Information Officer, are invited to Board Audit, Risk
and Compliance Committee meetings at the discretion of the commitiee.

The responsibilities of the Board Audit, Risk and Compliance Commitiee, as detailed In its formal charter, include
repoiting 1o the board on:

®  reviewing the annual and half-year financial reporis and other financial information distributed externally, This
Includes approving new accounting policies to ensure compliance with Australian Accounting Standards and
generally accepled accounting principles, and assessing whether the financial information is adeguate tor
sharsholder needs;

B assessing corporgie risk assessment processes;

®  reviewing the Company's policies and procedures for convergence with Intemnational Financial Reporting Standards
for reporting periods beginning on 1 July 2005;

B assessing the need for an internal audit funclion;

™ assessing whether non-audit services provided by the external auditor are consistent with maintaining the external
auditor's independence. The external audifor provides an annual independence declaration in relation fo the audii;

8 providing advice to the board in respect of whether the provision of the non-audit services by the external auditor is
compatibie with the general standard of independence of auditors imposed by the Corporations Act;

® reviewing the nomination and perdormance of the external auditor. The external audit engagement pariner was last
rotated in 2001;

M assessing the adequacy of the internal control framework and the Company’s code of ethical standards;

®  monitoring the procedures to ensure compliance with the Corporations Act 2001 and the ASX Listing Rules and all
other regulatory requirementis; and

M addressing any matters outstanding with auditors, Austrafian Taxation Office, Australian Securities and Investmenis
Commission, ASX and financial instilutions,
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Directors’ report

Codan Limited and #s Controlied Entities

Board Audit, Risk and Compliance Commitiee {continued)
The Board Audit, Risk and Compliance Commitiee reviews the performance of the external auditors on an annuat basis
and normally meets with them during the year 1o

M discuss the external audit plan, identifying any significant changes in structure, operations, iternal controis or
accounting policles likely fo impact the financial statements and to review the fees proposed for the audit work o be

performed;

» review the haif-year and preliminary final report prior to lodgement with the ASX, and any sigrificant adiustments
required as a result of the auditor's findings, and to recommend board approval of these documents, priorto
announcement of resulls;

8 review the results and indings of the auditor, the adequacy of accounting and financial controls, and to monitor the
implementalion of any recommandations made;

B asrequired, to organise, raview and report on any special reviews or investigations deemed necessary by the board.

Risk management

Maior risks arise from such matters as aclions by competitors, government policy changes, the impact of exchange rate
movements on the price of raw materials and sales, difficulties in sourcing raw materials, environment, occupational
nealth and safely, properly, financial reporting, and the purchase, development and use of infornation systems.

Oversight of the risk management system

The board has in place a number of arrangements and infernal controls intended to identify and manage areas of
significant business risk. These include the establishment of commitiees, regular budget, financial and management
reporiing, established organisational structures, procedures, manuais and policies, external financial and safety audits,
insurance programmes and the retention of specialised stalf and external advisors.

The Board Audit, Risk and Compliance Committee consider risk in order to ensure risks are identified, assessed and
appropriately managed. The commities reporis to the board on these mallers on an ongoing basis.

Risk management and cormpliance and controf

The consolidated entily slrives to ensure that #s products are of the highest standard, Towards this aim it has
certification to AS/NZS 180 9001 accreditation,

The board is responsibie for the overall internal control framework, but recognises that no cost-effective internal control
system will preclude alt errors and hregularities,

Comprehensive practices, have been established to ensurs:

W capital expenditure and revenue commitments above a certain size oblain prior board approval;
8 financial exposures are controlied, including the use of derivatives.

B occupational heakh and safety standards and management systems are monitored and reviewed o achieve high
standards of performance and compliance with requiations;

M business ransactions are properly authorised and executed;

® the qualily and infegrity of personnel;

® financial reporting accuracy and compliance with the financial reperting reguiatory framework; and
#  environmenial regulation compliance.
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Directors’ report
Codan Limited and its Controlied Entities

Risk management (continued}
Quality and integrity of personnef

Formal appraisals are conducted at least annually for alf senior employees. Training and development and appropriate
remuneration and incentives with regquiar performance reviews create an environment of co-operation and constructive
dialogue with employaes and senior management.

Financial reporting

The Managing Director and the Chief Finance and Information Officer have declared, in writing to the board that the
Company's financial reports are founded on a sound system of internal compliance and conirol and risk management
practices which implement the policies adopied by the board. This declaration includes stating that the Enancial repotts
present a frue and fair view, in all matetial respects, of the Company's financial condition and operational resuits and are
in accordance with refevant accounting standards. This statement is required annually,

Monthly actual resuits are reported against budgets aporoved by the directors and revised forecasts for the year are
prepared regularty,

Environmental requiaiion

The consolidated entity’s operations are not subject to significant environmental regulation under either Commonwealth
or Stale fegisiation. However the board belleves that the consolidated entity has adequate systems in place for the
management of its environmental requirements and is not aware of any breach of those environmental requiremenis as
they apply to the consolidated entity,

intemal audit

The Board Audit, Risk and Compliance Commitiee is responsible for determining the need for an intermal audit function
tor the consolidated entity, The commitiee has al this poini determined that an internal audit function is not required.
The commitiee will conlinue 1o assess the need for a formal internal audit function in fulure years.

Effectiveness of risk management

The Managing Director and the Chief Finance and Information Officer have declared, in writing to the board, that the
financial reporting risk management and associated compliance and conirols have been assessed and foundio be
operating efficiently and effectively. The operational and other compliance risk management have alse been assessed
and found to be operaling efficiently and effectively, Al risk assessments covered the whole financial year and the
period up to the signing of the annual financial report for all material operations in the consolidated entity.

Ethical standards

All direclors, managers and employees are expected to act with the utrmost integrily and objectivity, striving at ali times 1o
enhance the reputation and performance of the consolidated entity. Every employes has a nominated supervisor fo
whom they may reler any issues arising from their employment,

Confiict of interest

Directors must keep the board advised, on an ongoing basis, of any interest that could potentially conflict with those of
the Company. The board has developed procedures to assist directors to disclose polential conilicts of interast,

Where the board belleves that a significant conflict exists for a directer on a board matier, the director concerned does
not receive the relevant board papers and is not present al the meeting whilst the ilem is considered.
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Directors’ report

Codan Limited and its Controlled Entitios

Ethical standards {continued}

Code of conduct

The consolidated entity has advised each director, manager and employee that they must comply with the enfity’s code
of conduct. The code of conduct covers the following:

aligning the behaviour of the board and managemaent with the code of conduct by maintaining appropeiate core
Company values and oblectives;

fulfiling responsibilities to shareholders by delivering shareholder value,
usefulness of financial information by maintaining appropriate accounting policies and practices and disclosure;

fulfilling responsibilifies to clients, customers and consumers by maintaining high standards of product quality,
service standards, commitments fo fair value, and safely of goods produced;

employment practices such as ccoupational health and safely, employment opporiunity, the level and struciure of
remuneration, and condlict resolution;

rasponsibilities to the community, such as snvironmental protection policies, supporting the community activities and
sponsorships and donstions;

responsibilities to the individual, such as privacy, use of privileged or confidential information, and conflict resclution;

compliance with legislation including policies on legal compliance in countries where the legal systems and protocols
are significantly different from Australia’s;

conflicts of inferest;

corporate opportunities such as preventing directors and key executives from taking advantage of property,
information or position for personal gain,

confidentialily of corporate informaton;
fair dealing;

protection and proper use of the Company’s assets;
compliance with laws,; and

reporing of unethical behaviour.
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Directors’ report
Codan Limited and its Controlled Entities

Ettical standards {comtinued)
Trading in general company securities by direclors and employees

The key elemenis of the Trading in General Company Securities by Directors and Employees Policy are:

n  identification of those restricted from trading — directors and senior executives (a employees from manager
upwards) may acquire shares in the Company, but are prohiblted from dealing in Company shares or exercising
options;

- except between twenty four hours and four weeks afier either the release of the Company’s half-year and
annual resulis to the Australian Stock Exchange (“ASX"} or the annual general mesting;

- whilst in possession of price sensitive information not yet released to the market;
m :aising the awareness of legal probibitions including transactions with colleagues and external advisers;
M requiring details fo be provided of intended trading in the Company's shares;
& requirng details to be provided of the subsequent confirmation of the trade; and

W identification of processes for unusuat circumstances where discretions may be exercised in cases such as financial
haidship,

Communication with shareholders

The board provides shareholders with information in accordance with Cosntinuous Disclosure requirements, which
includes identitying matters that may have a material effect on the price of the Company’s securities, notifying them to
the ASX, posting them on the Company's website, and issuing media releases.

In summary, the Continuous Disclosure policy operates as folows:

M the Managing Direcior and the Chief Finance and Information Officer are responsible for interpreting the Company’s
policy and where necessary informing the board. The Chief Finance and Information Officer is responsible for all
communications with the ASX. Such matters are promptly advised to the ASX.

¥ the annual report is distributed to all sharehoiders including relevant information about the operations of the
consolidated enfity during the vear, changes in the state of affairs and details of future developments,

B the half-yearly report contains summarised financial information and a review of the operations of the consolidated
entity during the period. This review is sent fo ail shareholders. The half-year raviewed financial report is lodged
with the Australian Secusities and Investments Commigsion and the ASX, and sent o any sharsholder who requests

i
® zll announcemenis made o the market, and related information {including information provided to analysis or the
media during briefings}, is placed on the Company’s websile after they are released to the ASX.

1 the full texts of notices of meetings and associated explanatory material are placed on the Company’s website,

All of the above information, including that of the pravious four years, is made available on the consolidated endity’s
website within one day of public release, and is emailed to ail sharehoiders who lodge thelr email contact defalls with the

Company,

The board encourages fulf participation of shareholders at the Annual General Meetling, to ensure a high level of
accountability and identification with the consolidated enfity's strategy and goals. The external auditor is requested to
attend the annual general mestings to answer any questions concermning the audit and the content of the auditor's report.
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Directors’ report

Codan Limited and its Controlled Entities

Communication with sharcholders {continued)

The shareholders are requested to vole on the appointiment and aggregate remuneration of directors, the granting of
options and shares to directors and changes to the Constitution, Copies of the Constitution are availabie 1o any
shareholder who requests it.

Principal activitles

The principal activities of the consolidated entity during the course of the financial year were the design, development,
manufacture and sale of communications equipment, printed circult boards and electronic equipment for the broadeast

indusiry.

‘there has not been any significant change in the nature of the activities of the consolidated entity during the year,

Operating and financial review

The Board of Codan Limited has announced an After Tax Profit of $16.2m for FY05. This compares with the reported
profit for FY04 of $18.7m, which was a 50% increase on the prior year and which included a profit of $0.65m from the
sate of a surplus property. Hence the FY05 Afier Tax Profit was in line with that earned in FY04 excluding the property
sale, despite Codan's average hedged exchange rate for its net exposure 1o the US doliar increasing from 54 to 62 US
cents to the Australian dollar.

Operating revenus for the year ended 30 June 2006 was $126.3 million.

The effect of the higher average hedged exchange rate in FY05 compared to FY04 was to reduce revenus by $9m and
NEAT by $2.7m. This negative effect was partly offset by reductions in product costs and strict control of expenses. As a
result, EBITDA, FBITA and EBIT margins have all grown since FY03 and cumulative business performance remains
above Codan’s oblective of 15% compound growth over the medium to long term.

Afier a significant capital expenditure program tofalling $20.5m, the business malntained its low gearing with year-end
borrowings of $2 mition, This program was directed 10 intemnal development of new products, new factory Hoor space, a
whaole of company enterprise resource planning business system and acquisition of operations, new products and
technology, all fo strengthen the company's platform for future growth,

Operations
Communications Products

Results were mixed with another strong performance for HF Radio but a weaker than expected performance for Sateliite
Communications. A malor achisvement of FY05 was the completion of development and acquisition programs for new
HF radio, satelfite communications and digtal microwave radio (EMR) products. All of these products were released to
the market during the second half and have been well received,

HF Badio - In an environment of world security concerns there was conlinued strong global demand from governments,
businesses and humanitarian organisations for rapidly deployable and back up cormunications networks.

Yatelite Communications - In addition fo the substantial exchange rate impact on revenue, demand for private and back
up communications in government networks fell after strong demand the previous year, The Board does not believe that
marke! share was jost in this sector with the effect being the result of timing of the placement of orders.

Digita Microwave Radio {DMR) - The global market for celiular telephone infrastructure and therefore digital microwave
radio is growing strongly. To improve the way this market is addressed, the company acquired technology enabling the
manufacture and ongoing development of a complete new cost effective product range. Initlal market response has been
very positive following successiul market launch i March,
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Directors’ report

Codan Limited and its Controlled Entities

Operating and financial review (continued)
Broadcast Products

The acquisition of the operations and technology of Talla Sound & Vision, completed in March, added complementary
products to the existing product range. The business was launched globally under the Codan Broadcast brand and a
worldwide distribution agreement was entered into with Ross Video of Canada,

in Australia, uncertaingies in relation 1o the roliout of digital TV are still not resolved and this retarded growth in this
market,
Printed Circuit Boards

The business performed to expectations and grew market share during the year.

Outioock

World seeurity concerns, some giobal recovery in telecommunications and the new products released last year will
continue to support demand for Codan’s communications products for private and public infrastructure, This Is expected
10 include an improvement in sales of satellite communications praducts for private government networks.

The Board expects the new DMR product range to be very successful in targeted intemational markets.

The Company's development of its TV Broadcast market is at a very early stage. The broadening of the product range
via the Talia acquisition and development of export markets in Asia and globally via the Ross relationship will deliver
growih in due course.

Expected profit growth i FYO0S nonetheless may be imited by a continuing strong Australian doliar.

State of affairs

In the opinion of the directors there were no significant changes in the state of affairs of the consolidated entity that
oceurred during the financial year under review,

Dividends

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

Cents Total Franked Date of
Type per amount payment
share $'000
™ Declared and paid dusing the year
- Final 2004 ordinary 3.0 4,861 100% 1 October 2004
- interim 2005 ordinary 25 4,051 100% 1 Apri 2008
®  Declared afier the end of the year:
Final 2005 ordinary 3.5 5,672 100% 3 October 2005

All dividends paid or declared by the Company since the end of the previous financtal year were franked at 30%.
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Directors’ report

Codan Limited and His Controlled Fatities

Events subsequent to reporting date

For reporting pericds starting on or after 1 July 2008, the consolidated entity must comply with Australian equivalenis to
international Financial Reporting Standards {AIFHS) as issued by the Australian Accounting Standards Board, The
implementation plan and polential impact of adopting AIFRS are detailed in Note 34 to the financial statements.

Other than the matiers discussed above, there has not arisen in the interval between the end of the financial year and
the date of this report any item, transaction or event of a material and unususl nalure likely, in the opinion of the directors
of the Company, to affect significantly the operations of the consolidated enfity, the resulis of those operations, or the
state of affairs of the consolidated entity, i fulure financial years.

Likely develiopments

The consolidated entity will continue 1o pursue its policy of increasing the profitability and market share of s major
business sectors during the next financial year.

At the date of this repod, there are two developments in the operations of the consolidated entity that are fikely fo be
finalised in the next year. These are:

u The redevelopment and expansion of the Newton manufaciuring facility is welt underway and is expected 1o be
completed shortly. The factory floor space will increase by 92% and will resull in increased manufacturing efficiency,
reduced expenses and create manufacturing capacity for future growth.

®  The project for Codan to replace its existing financial information systems is progressing in accordance with budget
and the planned Emetable, This project will remove duplication in existing systems, streamiing progesses, increase
productivity, reduce risks and provide a suitable T platform for future growth.

Fusrther intformation about likely developments in the operations of the consolidated entity and the expected results of
those operations in future financial years has not been included in this report baecause disclosure of the information would
be likely 1o result in unreasonable prejudice 1o the consotidated entity.

Directors’ interosts

The relevant interest of each director in the shares issued by the Company as notified by the directors to the Australian
Stock Exchange in accordance with S205(G({1) of the Corporations Act 2001, at the date of this report is as follows:

Ordinary shares

John Uhirig 11,388,016
Michael Heard 4,398,522
Jim Beltison 243,859,438
Brian Bumns 11,388,018
Pater Griffiths 110,000
lan Wall 34,782,943
Alastair Wood 46,030,713
Dr David Klingner 20,000

David Kiingberg .
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Directors’ report

Codan Limited and iis Conirolled Entities

Indemnification and insurance of officers and auditors

Indemnification

The Company has agreed to indemnify the current and former directors of the Company against alf Habiities to another
person {other than the Company or a related body corporate) that may arise from their position as directors of the
Company and its controlled entities, except where the lability arises out of conduct involving a tack of good faith. The
Access, Indemnity and insurance Deed agreement stipulates that the Company will meet the full amount of any such
liabilties, inciuding costs and expenses,

The Company has also agreed o indemnify the current and former directors of its controlled entities for all liabilities to
another person {other than the Company or a related body corporate} that may arise from their position, except whers
the Sability arises ot of conduct involving & lack of good faith. The agreement stipulates that the Company will meet the
full amount of any such Habiliies, including costs and expenses.

Insurance premiums

‘the directors have not included details of the nature of the liabilities covered or the amount of the premium paid in
respect of the directors’ and officers’ fiability and legal expenses insurance contracts, as such disclosure is prohibited
under the terms of the contract.

Non-audit services

During the year KPMG, the Company's auditor, has performed cettain other setvices in addition to their statutory duties,

The board has considered the non-audit services provided during the year by the auditor and in accordance with wiitten
advice provided by resolution o the Board Audit, Risk and Compliance Commiltee, is satisfied that the provision of those
non-audit services during the year by the auditor is compatible with, and did not compromise, the auditor independence

reguirernents of the Corporations Act 2001 for the following reasons:

# 3l non-audit services were subject fo the corporate governance procedures adopted by the Company and have
been reviewed by the Board Audit, Risk and Compliance Commitiee to ensure they do not impact the integrily and
objectivity of the auditor;

m ihe non-audit services provided do not undermine the general principles relating fo auditor independence as set out
in Professional Statement F1 Professional Independence, as they did not involve reviewing ot auditing the auditor's
own work, acting in a management or decision making capacity for the Company, acting as an advocate for the
Company or jointly sharing risks and rewards.

Hefoer page 18 for a copy of the auditors independence declaration as reguired under Section 307C of the Comorations
Act,
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Directors’ report

Codan Limited and its Controlled Entities

Non-audit services {continued)

Details of the amounis paid fo the auditor of the Company, KPMG, and its related practices for audit and non-audit
services provided during the year are set out below.

Consolidated

20685 2004
$ $
Statutory audit:
- audit and review of financial reports (KPMG Australia) 99,010 99,010
- audit of inancial reporls (overseas KPMG firms) 16,577 12,133
115,587 111,143
Services other than statutory audit:
Othear assurance services
- due difigence services (KPMG related practices) - 100,000
Other services
- taxation compliance services (KPMG Australia) 68,526 109,440
- taxation compliance services {overseas KPMG firms} 28,508 43,783
§7,034 283,223

Rounding off

The Company is of a kind referred to in ASIC Class Order 98/100 dated 10 July 1988 and in accordance with that Class
Order, amounts in the financial report and directors’ report have been rounded off 1o the nearest thousand dollars, unless

otherwise stated.

This report is made with a resolution of the directors:

Lihp

|4
M K Heard
Director Dirsctor

Dated at Newton this 17th day of August 2005.
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Lead Auditor’s Independence Declaration under Section 307 of the
Corporations Act 2001 to the directors of Codan Limited

To the directors of Codan Limited.

I declare that, to the best of my knowledge and belief, in relation to the audit for the financial
year ended 30 June 2005 there have been:

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

(b}  no contraventions of any applicable code of professional conduct in relation to the
audit,

s,

KPMG

Mot -

P I Robertson
Partner

Adelaide
17 August 2005

KERGE a0 Austaiioe pargarship, 15 F member
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Statements of financial performance for the year ended 30 June 2005
Codan Limited and its Controlled Entities

Consolidated The Company
Note 20605 2004 2005 2004
$000 3000 5000 000
Ravenue from sale of goods 2 125455 132,854 117,184 124,838
Other revenues rom ordinary activitles 2 844 4553 862 825
Total revenue 126,299 137,507 118,086 125,863
Cost of goods sold 65,564 69,440 50,897 64,713
Administrative expenses 8,282 8,851 7,739 3,072
Sales and marketing expenses 20,523 23,080 19,5817 22,240
Research and engineering expenses 7,366 6,657 8,796 6,088
Borrowing costs 3 48 BG5S 78 BB(G
Share of net loss of assogiate accounted for using the
equily method 13 - 48 . -
Other expenses from ordinary activities 1,898 4,930 200 33
Profit from ordinary activities before related income
tax expense 22,570 23,628 22,809 22,847
income tax expense relaling to ordinary activities 8 8,366 5,948 5667 6,283
Net profit attributable to members of the parent entity 25 16,204 16,678 16,842 16,364
Non owner tfransaction changes in equity
increase in asset revaluation reserve 24 - - - -
Net exchange difference on franslation of financial statements
of seif-sustaining forelgn operations 24 {72} {40} - -
Total revenuss, expenses and valuation adjustments aftributable to
members of the parent entity recognised directly in equity {72} {4 - ~
Total changes in equity from non-owner related transactions
attributable to the members of the parent entity 16,132 18,638 16,842 16,364

10.0cents 111 cenis

4.1

Basio eamings per share based on the weighted average number of shares:
Basic earnings per share based on the closing number of shares: 13.0¢cents 103 cenis

Net tangible assets per share based on the closing number of shares: 208 cents 183 cenis

The statements of Hinanclal performance are 1o be read In conjunction with the notes io and forming part of the finandial statements set
out on pages 22 io 55,
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Statements of financial position as at 30 June 2005

Codan Limited and #s Controlled Entities

Consolidated The Company
Nple 2005 2004 2005 2004
$000 5000 000 $300
CURRENT ASSETS
Cash g 1,522 11,140 489 10,121
Heceivables 10 22,849 14,391 24,321 14,034
nventories 11 15,411 12,231 13,367 11,360
Current lax assets 8 - 8 - -
Other 12 1,687 4,858 1,375 4,558
Total current assets 41,449 42,626 36,552 40,074
NON-CURRENT ASSETS
Receivables 10 . 72 72
Investiments accounted for using the equify method 13 - - - -
Cther financial assels 14 50 50 33,648 33,648
Property, plant and equipment 15 23,800 16,588 20,917 13,811
Product development 16 17,830 12,806 17,830 12,808
Infangible assels 17 19,226 15,457 - -
Deferred tax assets 8 3,275 3,408 2,842 3,318
Total non-current gesets 64,281 52,480 75,838 83,554
Total assets 108,730 a5 106 114,880 103,628
CURBENT LIABILITIES
Payables 18 20,220 15,080 17,663 12,860
Other liabilities 19 127 3,740 127 3,740
interest bearing liabiiitios 20 3,395 343 13,536 9,841
Currerd fax liabifities 8 1,237 3,842 1,080 3,815
Frovisions 22 4,166 4,214 3,715 3,868
Yotal current Habilities 24,145 27,328 36,131 34 424
NON-CURRENT LIABILITIES
interest bearing Habilitles 20 28 308 . 138
Deferred tax Habilities 8 5538 4,108 5,443 4,108
Provisions 22 2,443 2,074 2,207 1,912
‘Fotal non-current liabilifies 8,007 8,491 7680 5,158
Total tiabilities 37.152 33,820 43,781 43,582
Net assetg’ 68,578 51,286 71,108 63,046
EGLHTY
Contributed equity 23 23,046 23,046 23,046 23,048
Reservas 24 189% i7 1,307 1,370
Reatained profits 25 45,621 38,223 48,666 38,830
Total equilty 68,578 61,286 71,100 63,046

The statements of financial position are 10 be read n conjunction with the notes to and forming part of the financial statements set

out on pages 22 1o 55
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Statements of cash flows for the year ended 30 June 2005

Codan Limited and its Condrolied Entities

Consolidated The Company
Note 2005 2004 2005 2004
0600 3000 $000 $000
CASH FLOWS FROM OPERATING ACTIVITIES
Cash receipts in the course of operations 118,383 134,110 106,803 126,080
Cash payments in the course of operations (94,008 {102,068} {78,505} {88,136}
interest recelved 218 269 184 236
interest paid {98} {895} {78 {860}
income taxes paid {7.487} {6,208} {7,430} {6,015}
Net cash provided by operating activities 20(it) 17,008 25 120 23,974 31,305
CASH FLOWS FROM INVESTING ACTIVITIES
Pgyments for conirolied entities - - - -
Paymenis for goodwill {1,434} - -
Proceeds from sale of non-current assets 137 3,825 118 72
Paymaents for capitalised product development {8,680) {£,288) {8,690} {6,288}
Payments for property, plant and squipment {10,385) {4,885} {8,800} {4,102}
Net cash provided by / (used in) investing activities {20,382 {7,348) {18,380} {10,408}
CASH FLOWS FROM FINANGING ACTIVITIES
Proceeds from borrowings 2,000 B 2,000 -
Repayment of borrowings {346} {23,477} {143} {23,275)
Proceeds / {Loans) fo/ from related companies {132} 2 {3,356} {2,860}
Proceeds from issue of shares - 18,857 . 18,857
Share buy-back - - - -
Dividends pald {8.840) {7 BES5) {5,840} {7 885}
Net cash provided by / { used In ) financing activities {7.318) {12,403} {16;339} i15,063)
Net increase / {decrease} in cash held {10,692} 5,368 {10,745} 5,834
Gash at the beginning of the financial year 11,144 5772 10,421 4,287
Effects of exchange rate changes on the balances of
cash held in foreign currencies {38} {1}
Cash 2t the end of the financial year 28{0 49 11,140 {824} 14,121

The statements of cash flows are o be read in conjunction with the notes 1o and forming part of the financial slatements sel

out on pages 22 to 55,
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Notes to and forming part of the financial statements
for the year ended 30 June 2005

Codan Limited and its Controlied Entities

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES
The significant polickes which have baen adopted in the preparation of this financial report arel

{a) Basis of preparation
The financial report is a general purpose financial report which has been prepared in accordance with Accounting Standards, Urgent fssues
Group Consensus Views, other authoritative pronouncements of the Australian Accounting Standards Board and the Corporations Act 2001,

it has been prepared on the basis of historical costs and does not take into acoount changing money values of, axcepl where stated,
current valuations of non-current assets. The accounting policies have been consistently applied by each entity in the consolidated entity and,
excapt where there is a change in accounting policy, are consisient with those of the previous year.

{b) Principles of consolidation
The financial staterments of controlled entities are included in the consolidated financial statements from the date control commences unti the

date condrol ceases.

Unrealised gains and losses and infer-entity batances resulting from transactions with of between confrolled entities are efiminated in full on

consoiidation.

Unrealised gaing resulting from transactions with associates, including those related to contributions of non-monetary assels on establishment,
are eliminated 10 the extent of the consolidated entity's interest. Unreafised gains relating o associates are sliminated against the carnying
amount of the vestment. Unrealised losses are eliminated in the same way as unrealised gains, unless they evidenes a recoverable amount

impairment.

{¢} Revenue recognition
Fevenuas are recognised at the fair value of the consideration received net of the amount of goods and services 1ax {GST) payable o the

taxation authorlty. Exchanges of goods of sarvices of the same nature and value without cash consideration are not recognised as revenues.

Saje of goods
Revenue from the sale of communications eguipment is recognised (et of rebates, returns, discounts and other allowances) when control of

the gonds passes to the customer. Conirof usually passes when the goods are shipped 1o the customer.

Rendering of services
Revenue from rendering services is recognised in the period in which the service ig provided,

interest income
interest INCOMe is recognised as it accrues.

Sales of non-current assels

The gross proceeds of non-current asset sales are inclikled as revenue at the date control of the asset passes to the buyer. The gain of 1088
on disposal is caloulated as the difference between the carrying amount of the asset at the lime of disposal and the net proceeds on disposal
{inchuciing incidentat costs). Any related bafance in the asset revaluation reserve Is transferred to relained eamings on disposal.

Research and development grants

Whaere a grant is recelved ralating 1o research and development costs that have been expensed, the grant is recognised as revenue. Where
a grant is received relating 1o research and development costs that have been capitalised, the grant is deducted from the catrying amount of
the research and development costs capitalised.

Dividends
Revenue from dividends and distributions from controlied entities are recognised by the parent entity when they are declared by the controfied
entiies. Dividends recelved from pre-acquisition reserves are eliminated against the carrying amount of the investment and are not recognised

8% revenue,
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Notes to and forming part of the financial statements
for the year ended 30 June 2005

Codan Limited and #s Controlled Entities

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

{d} Foreign currency
Foreign currency transactions are fransiited 1o Australian currency af the rates of exchange ruling at the dates of the transactions. Amounts

receivable and payable in foreign currencies al reporting date are transialed at the rates of exchange ruling on that date.

Exchangs differences refating to amounts payable and receivable in forelgn currencies are brought 10 account as exchange gains or losses in

the statement of financial performance in the fnancial year in which the exchange rates change, except where:

- hedging specific anticipated {ransactions or pet investmants in self-sustaining operations.

- relating to amounts payable of receivable in foreign currency forming part of a net investment in a self-sustaining foreign operation, In this
case, the exchange difference, together with any refated income tax expense / revenue, is ransferred lo the foreign currency transiation
reserve on consolidation.

- refating to acquisition of quailfying assets.

The assets and liabifities of foreign operations that are sef-sustaining are translated at the rates of exchange ruling at reporting date. Equity
items are transiated at historical rates. The statements of financial performance are translated at a weighted average rale for the year. Exchange
differences afising on franslation are taken diectly o the foreign currency transtation reserve until the disposal, or partial disposal, of the foreign

operations.

{e} Borrowing costs

Borrowing costs include interest, amortisation of discounts or premiums relating o borrowings, amortisation of ancillary costs incurred

in connecticn with the arrangement of borrowings, finance charges in respect of finance leases and foreign exchange differences net of the affect
of hedge amounts on borrowings.

Ancillary costs incurred In connection with the arrangement of borrowings are capitalised and amortised over the fife of the borrowings.
Borrowing costs are expensed as hourred unisss they relate to gualifying assets. Qualifying assets are assets which lake more than 12 months
10 get ready for their intended use or sale. In these circumstances, borrowing costs are capitalisad 1o the cost of the assels. Where funds

are horrowed specifically for the acquisition, construction or production of a qualifying asset, the borrowing costs on the specific borrowing are
caphalised. Where funds are horrowed generally, borrowing costs are capitalised using a weighted average capitalisation rate.

{f) Taxation

The consolidated entity adopis the Income Statement lability method of tax effect accounting. Income tax expense is calculated on operating
profit adjusted for permanent differences between laxable and accounting income, The lax effect of timing differences, which arise from
ltems being brought to account in different periods for iIncome tax and accounting purposes, are carried forward in the staternent of financlal
positions as & future income tax benefit or a provision for deferred income tax.

Future income tax benefits are not brought fo account unless realisation of the asset is assured beyond reasonable doubt or # relating to tax
tosses when realisation is virtually cerdain.

Tax consofidation
The Company is the head enlity in the tax consolidated group comprising ail the Australian wholly owned subsidiaries,

The tax consolidated group has determined that subsidiaries will account for deferred tax balances and will make contributions fo the bead entily
for the curreni lax Habilities as if the subsidiary prepared iis tax calculation on a stand alone basis.
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Notes to and forming part of the financial statements
for the year ended 30 June 2005

Codoan Limited and its Controtled Entities

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

{9} Goods and services tax
Revenues, expensas and assels arg recogaised net of the amount of goods and services tax (GST), except where the amount of GST incurred
is not recoverable from the Austraian Taxatlon Office (ATO). In these circumstances the GST is recognised as part of the cost of acquisition

of the asset or is expensed.
Receivables and payables are stated with the amount of GST included.
The net amount of G5T recoverable from, or payable to, the ATO is included as a current asset or liability In the statement of finantial position.

Cash flows are included in the stalement of cash ows on a gross basis. The GST components of cash flows arising from investing and
financing activities which are recovered from, or payable 1o, the ATO are classified as operating cash flows.

{h) Earnings per share
Basic earnings per share {"EPS7} is calcutated by dividing the nat profif attrbutable to members of the parent entity for the reporting period, after

gxcluding any cosis of servicing equity, by the weightad average number of ordinary shares of the Company, adjusted for any bonus issue.

{i} Hecelvables
Trade Debiors are 1o be setiled within agreed trading terms, typically less than 80 days, are carrled at amounis due. The collectibiity of debis is

assessed at reporiing date and a provision is made for any doubtiul accounts.

{i} Inventories

Raw materials and stores, work in progress and finished goods are carried at the lower of cost and net realisable value. In the case of
mantfactured inveninries and work in progress, costs comprise direct materials, direct iabour, other direct variable costs and allocated
tactory overheads necessary to bring the invenlories o their present location and condition,

{k} Invesiments

Controlled Entities
Investments in controfled antities are carried in the Company's financial stalements at the lower of cost and recoverable amount. Dividends

and distributions are brought to account in the statements of financia! performance when they are proposed by the controlied entities.

Associates

An associate is an entity, other than a parinership, over which the consolidated entily exercises significant influence and where the investment
in that antity has not been acoquired with a view fo disposal in the near flure. In the Company's financial statements invesiments in associates
are carred at the lower of cost and recoverable amount. In the consolidated financial statements investments In associates are accounted for
using equity accounting principles. Invastments In associates are carried at the lower of the equity accounted amount and recoverable amount.

{1} Product development costs
Product development expenditure is expensed as inctired except 10 the extant that iis recoverability is assured beyond any reasonable
doubt, in which case R s deferred and amortised on a straight iine basis over the period {not exceeding five years) in which the benefils are

expected to be realised.

{m) Goodwill
Goodwill reprasents the excess of the purchase consideration plus incidental costs over the fair value of the identiflable net assets acquired.

Goodwill Is amortised over the period of tima during which benefits are expacted 1o anise, not axceeding 20 years.

The unamortised batance of goodwill is reviewed at least each reporting date. Whare the balance exceeds the value of expected fulure benetils,
the difference is charged to the statement of financial performanes.
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Notes to and forming part of the financial statements
for the year ended 30 June 2005

Codan Limited and its Controlled Entities

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

{n) Acquisitions of assets
Al assets acquired are indtially recorded at cost at the date of acquisition, being the fair value of the consideration provided plus incidental

costs directly attributabie o the acquisition.

Where settlerment of any part of the cash consideration is deferred, the amount payable is recorded at ils present value, discounted at the
ineramental borrowing rate of the consolidated entity.

The costs of assets constructed by the consolidated entity include the cost of matenials, direct labour and direclly sttributable overheads.
Expenditure is only recognised as an asse! when the eniily controls future economic benefits, it is probable that the costs will be incurred
and the costs can be measured refiably,

{0} Becoverable amount of non-current assets valued on a cost basis

The carrying amounts of all non-current assets valued on the cost basis are reviewsd 10 determine whether they are in excess of their recoverable
amount at reporling date. 1f the canrying amount of a non-current asset exceeds the recoverable amount, the assel Is written down to the

tower amount. The write-down is expensed in the reporiing period in which & ooours.

Where a group of assets working together supports the generation of cash flows, recoverable amount I8 assessed in relation to that group of
assels. In assessing recoverable amounts of non-current assets the relevant cash Hows have been discounted to their present value.

{p} Hevaluations of non-current assets

The consolidated entily has continued 1o adop! the cost basis for all classes of asseis, excep! for land and buildings which are valued at the falr
value basis. Land and buildings are revalued with sufficlent regularity fo ensure the carrying amount of each assel does not differ materially from
tair value at reporting date. Revaluation increments, on a class of assat basis, are recognised in the asset revaluation reserve except that
amourds reversing & decrement previously recognisad as an expense are recognised as revenues, Revaluation decrements are only offset
against revalualion incremenis relating o the same class of asset and any excess I8 recognised as an expeanse.

The potential capital gains tax Is only taken into account if the asset is held ready for sale.

{q) Depreciation
Depraciation is provided on propedy, plant and equipment using both the straight fine and diminishing value methods based on the estimated

useful Bfe of the assets. Depreciallon rates and methods are reviewed annually for appropriateness. When changes are made, adjusimenis are
reflected prospectively in current and fulure periods only. Depreciation is expensed, except lo the extent that it is included In the cattying
amount of another asset as an aliocation of factory overheads.

The main depreciation rates used for each class of asset are as follows:

Buildings 4% Straight fine
Leasshold improvernents 33% Straight line
Plant and equipment 13% fo 40% Siraight line

{r} Leased Assets
Laases of plant and equipment under which the consolidated entity assumes substantially all the risks and benefits of ownership are dlassified

as finance leases. Other leases are classified as operating leases.

Finance leases are capitalised. A lease asset and a lease Hability equial 10 the present value of the minimum lease payments are recorded al the
inception of the lease. Contingent rentals are writien off as an expense of the accounting period In which they are Incurred. Capitalised leased
assefs are amortised on a straight line basis over the term of the relevant lease, or where 1l is ikely the consotidated entity wilt oblain ownership
of the asset, the ife of the assel. Lease Habilities are reduced by repayments of principal. The interest components of the lease payments

are sxpensed.

Payrments made under operating leases are expensed in equal instalments over the accounting periods covered by the lease term.
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Notes to and forming part of the financial statements
for the year ended 30 June 2005

Codan Limied and its Conirolled Entities

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

{s} Payables

t Jabilities are recognised for amounts 1o be paid In the Tuture for goods or services recelved. Trade accounts payable are normally settied within
80 days.

{t) Interest bearing Habilities
Bank loans are recognised at thelr pringipal amount, subject to set-off arrangements. Interest expense Is accrued at the contracted rate and
inchided in "Other creditors and asccruals”

{u} Employee benetits

Wages, salaries and annual leave

Liabilities for emploves benefits for wages, salaries and annual ieave represent present obligations resulting from employees’ services
provided 1o reporting date, calculated at undiscounted amounts based on remuneration rates that the consolidated entity expects to pay
as at the reporting date including related on-costs, such as, workers comnpensation insurance and payroll tax.

Non-aceurmulating non-monetary benefits, such as interest free loans, are expensed based on the net marginal cost to the consolidated entity
as the benefits arp taken by the employess,

Long service Jpave
The provision for emploves benstits for long service lpave reprasents the present value of the estimated future cash outflows resulling from the

employees’ services provided fo reporting date.

The provision s caloulated using expected future increases in wage and salary rates including related on-costs and expected setllement dates
based on furnover history and is discounted using the rates aftaching to national government bonds at reporting date which most closely
match the lerms of maturity of the related Habilities. The unwinding of the discount is treated as long service leave expense,

Superannuation
The consolidated entity contributes o definad contribution superannuation plans, confributions are expensed as incurred.

{¥} Provisions
A provision is recognised when there is a fegal, equitable or constructive obligation as a result of a past event and it is probable that a future
sacrifice of economic benefits will be required 10 selile the obligation, the Himing or amounts of which is uncertain,

if the effect is material, a provision is determined by discounting the expectad Tulure cash flows required to settle the obligation at a pre-tax rate
that reflects the current market assessmenis of the ime value of monay and the risks speciic 1o the liability. The unwinding of the discount is
treated as part of the expense related to the particutar provision.

Whan some of all of the economic benelils required to settle a provision are expected to be recovered from a third parly, the recovery receivable
i3 recognised as an asset when it Is probable that the recovery wil be received and s measured on a basis consistent with the measurement of

the related provision.

in the siatement 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 recognised net of the recovery receivable only when the entity:

- has a legally recognised right o sel off the recovery receivable and the provision, and

- infends to setfle on a ned basis, or {o realise the asset and settle the provision simultaneously

Dividends
A provision for dividends payable is recognised i the reporting period in which the dividends are declared, for the entire undistribiled amount,
regardioss of the exient to which they will be paid in cash.
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Notes to and forming part of the financial statements
for the year ended 30 June 2005

Codan Limited and its Controlled Entities

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES
{v} Provisions
Restructuring and employee termination benefits
A provision for restruciuring, inchuding employes fermination benefits, relaled 10 an acqulred entity or operation is recognised at the date of
antussition where:
- the main features of the restructuring were announced, implementation of the restructuring commenced, or contracts were entered info by
the date of acquisition; of
- & detailed formal plan is developed by the earlier of thres months after the date of acquisition and the completion of Ihis financial report.

The pravision only relates {0 costs associated with the acquired entity, and Is included in the determination of the falr valiia of the net assets

anuired.

Other provisions for restructuning costs fncluding termination benefits) are only recognised when a detfalled plan has been approved and the
rastructuring has either commenced, been publicly announced, or firm contracts related to the restructuring have been entered into. Costs
related to ongoing activities are not provided for. The Habilities for termination bensfits that will be paid as a result of restructuring will be included

in the provision for employee benefilz.

Warranty
Provision is made for the consolidated entily's esfimated liabilily on all products still under warranty and includes daims already received, The

estimate is based on the consolidated entily's warranty cost experience over previous years.

{w} Forgign exchange hedges

Anticipated fransactions

Transactions are designated as & hedge of the anticipated specific purchase or sale of goods only when they are expected o reduce exposure
to the risks being hedged, are designated prospectively so that i is clear when an anticipated transaction has or has not cccurred and it s
probable the anticipated transaction will ocour as designated. Gaing or losses on the hedge arising up to the date of the anticipated transaction,
fogether with any cosis or gains arising ai the time of entering info the hedge, are deferred and inciuded in the measuremeant of the anficipated
gansaction when the fransaction has ocourred as designated. Any gains or losses on the hedge fransaction after that date are inchuded In the
statement of financial performance.

The net amounis recelvable or payable under forward exchange contracts and the associated deferred gains and losses are recorded on the
statement of financial posttion from the date of Inception of the hedge transaction. When recognised the net receivables or payables are
revalued using the loreign currency current at reporting date.

Whan the anticipated transaction s no longer expected 1o occur as designated, the deferred gains or losses relating to the hedged fransaction

are recognised immediately in the statement of financial performance.

Where a hedge iransaction is lerminated early and the anficipated transaction Is stifl expected o occur as designated, the defarred gains and
losses that arose on the hedge prior 1o its termination continue 10 be deferred and are included in the measurement of the purchase of sale

when it ooours.

Whaere a hedge is redesignated as a hedge of ancther transaction, gaing and losses arising on the hedge prior to its redesignation are only
deferred where the original anticipated tfransaction is stil expected fo ccour as designated. When the oniginal anticipated fransaction is no longer
expected {o ocour as designated, any gains or losses relating to the hedge are included in the siatement of financial performance Tor the period.

Gaing and losses that arise prior 10 and upon the maturity of ransactions entered info under hedge rollover strategies are deferred and included
it the measuremant of the hedged anticipated transaction if the fransaction is still expected to ocour as designated. If the anticipated transaction
is no longer expacted 1o occur as designated, the gaing and losses are recognised immediately in the statement of financial performance.

Other hedges

All other hedge ransactions are initially recorded at the relevant rate ai the date of the iransaction. Hedges oulstanding at reporting date are
valiled at the rates ruling on that date and any gains or losses are brought 1o account In the siatement of financial perdormance. Cosls of gaing
at the time of entering info the hedye are deferred and amortised over the life of the hedge.
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Notes to and forming part of the financial statements
for the year ended 30 June 2005

Codan Limited and its Controlled Entities

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES
{x} Lise and revision of aceounting estimates

The preparation of the inancial report requires the making of estimations and asswunptions that affect the recogpised amounts of assets,
lizhilities, revenues and expenses and the disclosure of contingent liabilties. The estimates and associated assumptions are based on
historical experience and various other factors that are believed to ba reasonable under the circumstances, the results of which form the basis of
making judgemenis about the carrying values of assels and iiabifiies. Actual results may differ from those estimatles.

The sstimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accouniing estimates are recognised in the peried
the estimaie is ravised.

Consolidated The Company
2005 2004 2005 2004
$000 000 $000 $000
REVENUE FROM ORDINARY ACTIVITIES
Revenue from sale of goods
Bales of goods revenue from operating aclivities 126,455 132,054 117,184 124 838
Cther revenues
From operating achvifies:

interest received 218 284 184 2386

Cther tems 461 58 449 42

Net foreign exchange gain - 375 - 375

Rental income - 26 100 160

Dividends received from controBied antity - - - -
From outside opsrating activifies:

FProceeds from sale of non-current assets 137 3,825 118 72
Total other revenues 844 4,553 852 825
Total revenue from ordinary activittes 126,298 137,607 118,086 125,663
PROFIT FROM ORIINARY ACTIVITIES BEFORE INCOME TAX EXPENSE
{ay Individually significant expenses / (revenues) included in profit from
ordinary activities before income tax expense
Proceeds on sale of surplus properly in Brisbane - {3,750) - -
Selling expenses - a8 - -
Carrving vaiue of property and related assels ) - 3,002 - -
Net gain on disposal - {650} - -
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Notes to and forming part of the financial statements

for the year ended 30 June 2005

Codan Limited and its Controlled Entities

Consolidated The Company
2008 2004 2008 2004
$009 $000 $000 $050
PROFIT FROM ORDINARY ACTIVITIES BEFORE INCOME TAX EXPENSE {continued)
ik} Profit from ordinary activities before income tax expense has
been arrived at after charging / {crediting) the following items:
Depreciation of:
Buildings 1652 162 182 162
Leasehold properly 1 18 85 10
Plant and equipment 2,528 2,408 2,055 1,848
2,801 2,580 2,302 2,018
Amortisation of;
Praduct development costs 3,768 3,808 3,768 3,788
Goodwill 1,865 1,817 - -
5,431 5522 3,766 3,788
Total depreciation and amortisation 8,232 8112 6,068 5,806
Borrowing costs:
Related parties - 57 - 87
Loans and overdrafis 98 838 78 803
Total borrowing costs 48 845 78 860
Bad dabis written off / {recovered) 18 $17} - {33
Provided for doubtiul debts {30} 375 {68} 3
Provided for long saervice leave 445 430 422 368
Provided for annual leave 1,526 1,562 1.352 1,414
Write down of goodwilf - 265 - -
Operating lease rental expense 837 580 170 170
Net foreign exchange {gain}/ loss 154 {375} 152 {375}
{Profit} or loss on sale of property, plant and equipment 108 {792} 81 {42}
AUDITORS' REMUNERATION
Audit services:
KPMG Australia - audit and review of financial reports 98 58 99 2]
Overseas KPMG firms - audi of financial reports 17 1z - -
Other services:
KPMG Australia - taxation services 68 108 6o 108
Overseas KPMG firms - taxation services 28 44 8 -
KPMG related practices - due difigence services - 160 - 100
214 364 174 308
EARNINGS PER SHARE
Net profit used for the purpose of caloulating basic earnings per share 16,204 16,678

The weighted average number of shares used as the denominator number for basic earnings per share was 162,045,454 (2004 150,383,517},

There are no dilutive potential ordinary shares, therefore diluted EPS has not been caloulaled or disclosad.
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Notes to and forming part of the financial statements
for the year ended 30 June 2005

Codan Limited and its Controlled Entities

Consolidated The Company
Note 2005 2004 20605 2004
5000 $004 $000 5000
DIVIDENDS
ti} an ordinary final dividend of 2.9 cents per share, franked to 100% with
30% franking credits, was paid on 1 Ociober 2003 - 3,881 - 3,881
Giy an ordinary interim dividend of 2.5 cents per share, franked to 100% with
30% franking credits, was paid on T April 2004 - 3,804 - 3,904
(iif} an ordinasy final dividend of 3.0 cents per shate, franked 10 100% with
30% franking credits, was paid on 1 October 2004 4,789 - 4,788 -
tiv} an ordinary interim dividend of 2.5 cents per share, franked 10 100% with
30% franking credils, was paid on 1 April 2005 4,081 - 4,081 -
8,840 7,885 8,840 7,885

Subsequent Events
Since the end of the financial year, the directors declared an ordinary final dividend of 3.5 cents per share, franked o 100% with 30% franking
credis, the dividend of $5,671,580 will be paid on 3 Oestober 2005

The linancial effact of this dividend has not been brought fo account in the financial statements for the year ended 30 June 2005 and will be
recognised in subsequent financial reports.

Dividend Franking Account
Franking credits available to shareholders for subseguent financial years {30%) 8,828 7,863

The franking credits available are based on the balance of the dividend franking account at year end adjusted for the franking credits that will arlse
from the payment of the current iax liability. The ability to utifise the franking account credits is dependent upen thers being sufficient avaliable

profits to declare dividends.

SEGMENT ACTIVITIES
The consolidated entity operates predominantly in Australia, and more than 90% of revenue, operating profit and segment assels related 1o

operations in Australia, However, over 85% of the consolidated entily’s sales are axported.

Segment resulls, assets and Habiities include items directly atributed 1o a segment as wel as those that can be alipcated on a reasonable basis
Unallocated Bems comprise mainly of interest bearing loans, borrowings and related expenses, and corporate assets and related expenses.

Business Segments

The consolidated entity comprises of two business segments based on the management reporting system. The Commumnications Fquipment
segment includes the design, development, manufacture and marketing of communications equipment. The other business segment incliles
the manutacture and marketing of printed circuit boards and the manufacture of slectronic equipment for the broadcast indushny.

Geographical segments

in presenting information on the basis of geographical segments, segment fevenue has been based on the geographic location of the
customers, however the final location of the products use is often unknown. Segment assets are based on the geographic location of the
assets. The consolidated entity has s manufacturing and corporate offices in Australia with overseas roprasertation offices in the United
Statas of America, England, India and China.

FPage 30



1 afeg

eIt 480'6:
901 084501
AN 862921
0608 0008
808 SO0
parepHosuoY

£

7'y

000s
#0oT

i ZAt

G

0oes
SO0

ZER'YL PSSR
eless {003
Fo0Z S002

oY

A RN 2EC'E1 . - a0t e 08: 21 SIS WISANG LOU JO Sudljsrhoy
668826 8LLTOL . - Fig g3 £ELL ETLE s19838 30 vonesn; Ag slesse uewbag
06R'L: SEV'EE ZIo'et P5E'gL 08508 LAPeE 8EE'LG VLS SHBWICISNO JO
SolEI) A onusas) JusLBes |Buwsig

o608 anas anos ooo% 4008 0003 onos 0005

poSE S008 PoGE 5002 00T s00T ooz 500Z
glueasy) f elelsny Biey BOLIBUY L3ION adomy spzawifas poydesbosy
J2R'Ee ZELSE HOBY 1810 PIIRPIOSUCD
THeat JEEDL sedpg el o3eiodon pomooyELn
BIE'LT zen'ae - - LG = ZoR'02 LE8'vE sanpaey wawbes
SAHigery
90168 CEL G0 SIHESE (E10 DEIERYORUCD
Ziv'sl 2o’y SIRSEE BIRI0GION PRIBIORELN
i) G5 SIS M
Paes 24268 - - BEL 8500 i3 &S8R s1a5% weubeg
slassy
592 - . - oz - " . AMPOOT 10 UMSE B3LM
ghi'g 2829 . - 664 i ELE L zag's ucHESIOWE puUR UoREPaidaq
S13a| YSED UON
2/3'gL A Wi 18N
Breg [EEY H5UBCENS XBl SUION
jerias Rorid 0528 H8 AIBLADIG WO 10l
(€25 8] (2928 sasuade smuiodico pateoo|eun
g3} - S50 U SHEOOTIR 40 MIBYS
FARE ZES'8E {19 Herd ivaz} £eZ 218'08 812°62 phsar petubey
HELE
AELEL 562981 BRSNS IO L
Bot'y SiE SNUBARE DEJBOO||BUN 180
BEL'EEL £90°921 (oFsfa) Big'z} LOe'D 28001 8.8'921 GLO'BE: anuose: wewbes g0
- - (L% HITA! Oy’ 5i0'2 - - snusAsl uswhes @
BEL'EEL £R0°921 - - {arage] ei'g /8424 G081 anueAss uewdes [Bues
BNUSASYE

[ilele 0008 [ileier 900% 2008 000s 0003 0008

ooz 4002 ooz 002 00T S062 ropz 002
PSIEDIOSUGT suofBUL U0 SUOREDIUNLILIS sjusubas seausng

ONILHOSIH INSWDRS L

SHIINUR POHOALOT SY PUR PIJRUT] URPOD
S00Z aung 0g pepus Jeal ay) Jo) sjuswelers jeroueuy ay) jo Med Buiuiio) pue o} ss1oN



Notes to and forming part of the financial statements
for the year ended 30 June 2005

Codan Limited and its Controlled Entities

GConsolidated The Company
2085 28064 2005 2004
$000 3009 $050 $000
INCOME TAX
{a} Income tax expense
The prima facle income lax expense cakulated at 30% on the profit from
ordinary activities 8,771 7.087 6,842 8,754
Less: Tax effect of permanent differences
Additional deduction for research and development expenditure 390 583 386 583
Qvar provision for Austrafian taxation in previods years 519 37 463 37
Share of associates profit - {143 - -
Profit on sale of properly not assessable - 225 - -
Sundiry Hems 178 a3 178 128
5,684 8,163 5,811 6,046
Add: Tax effect of permanent differences
Amortisation of goodwill 494 485 - -
Write down of goodwill - 80 - “
Non-teductible expenses 58 71 54 76
Depraciation 86 48 86 48
Sundry Hems 39 &1 16 113
Incoms tax expense 6,368 5,848 5867 8,283
Income tax expense is made ap of:
Current income tax payable 47497 7371 4,455 6,885
Deforred income tax provision 1,430 {3} 1,410 5
Future income tax benefit 138 {4203 102 {417}
6,366 6,648 5,967 6,283
{b} Current tax liabilities / agset
Balance ai the heginning of the year {3,938) {2.838) {3,815} {2,561}
Net foreign currency differences on transiation of forelgn entities g {251 - -
Tax payable transferred by entities in the tax consolidated group - - {150} {162}
ncome fax paid / [received) 7,487 6,298 7,430 8,015
income lax expense of entities in the tax consolidated group - - - {522}
Current years income tax expense on operating profit {4,797} {79713 {4,455} {6,685}
{1,237} {3,936} {1,080 {3,915}
Disciosed in statement of financial position as:
ihcome 1ax receivable - 6 - -
incoms tax payable {1,237} {3,042} {1,000} {3,815}
{1,237} {3,036) {1,090} {3,915}
{c} Deterred tax liabilities
Provision for deferred income tax comprises the estimated expense
at the applicable rate of 30% on the following items:
Bifference in depreciation of propertly, plant and equipment 1 7 - 7
Expenditure currently tax deductible but deferred and amortised for accounting 5,349 381z 5,349 3912
Sundry #ems 188 189 24 188
5,538 4108 5,443 4,108
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Notes to and forming part of the financial statements
for the year ended 30 June 2005

Codan Limited and its Controiled Entities

Consolidated The Company
2008 2004 2005 2004
$000 5000 $0600 050
8  INCOME TAX {continued}
{cf) Deferred tax assets
Fulure income tax benefif comprises the estimated bensfit
at the applicable rate of 30% on the following fems:
Difference in deprecialion of property, plant and equipment 47 28 45 28
Provisions for employee benefits not currently deductible 1,358 1,190 1977 1,158
Provisions and accruals not currently deductible 1,821 2,083 1,725 2,083
Sundry items 51 105 - 47
3,275 3,406 2,942 3,316
9 CASH
Petty cash 5 5 4 4
Cash at bank 1,517 6,135 485 5117
Short term deposit - 5,060 - 5,000
1,522 11,140 489 10,121
10 RECEIVABLES
Current
Trade debtors 23,043 14,468 21,405 13,262
Less: Provision for doubtiu] trads deblors (713} {743} {582} {840}
22,330 13,725 20,823 12,622
Cther debtors 518 G666 488 822
Loans fo controlled entities - 3,012 780
22,848 14,381 24,321 14,084
Non-Current
Loans fo assoclated companies - 72 - 72
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Notes to and forming part of the financial statements

for the year ended 30 June 2005

Codan Limited and its Controlled Entities

Cansolidated The Company
2005 2004 2005 2004
$000 $000 $090 $000
11 INVENTORIES
Current
Raw materials 11,2680 8,308 9,608 7,738
Work in progress 1,845 1672 1,452 1,370
Finished goods 2,308 2251 2,306 2,251
15,411 12231 13,367 11,360
12 OTHER ASSETS
Prepayments 809 746 Fai74 545
Deferrad foreign currency hedge exchangs difference and costs 127 3,740 127 3,740
Other 631 378 546 274
1,687 4,858 1,375 4,559
13 INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD
Shares in Associales - - - -
Codan Limited holds a 50% interest In PCB Condracting Services Pty Lid. This business ceased operations during the year ended 30 June 2004.
Results of Associates
Share of associates operafing loss before income fax - {48}
Share of associates income tax bensiit - -
Share of associates net loss - equily acgounied - {48}
Movements in carrying amount of investments
Carrying amount of investment in associate at the beginning
of the financial year - 48
Share of agsociates nat ioss - {48}
Carrying amount of investment in associate at the end
of the tinancial year - -
14 OTHER FINANCIAL ASSETS
Shares in controbed entities at cost - - 33,649 33,849
Unlisted shares a! cost B 50 - -
50 50 33,649 33,840
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Notes to and forming part of the financial statements

for the year ended 30 June 2005

Codan Limited and its Controiled Entities

Carrying amount at end of year

Consolidated The Company
2805 2004 2605 2004
S000 $060D $600 $000
15  PROPERTY, PLANT AND EQUIPMENT
Freahold land and bulidings at cost . - - -
Freehold land and bulidings at falr value - directors’ valuation 4,282 4,454 4,282 4,454
4,282 4,454 4,282 4,454
Leasehold property at cost 546 523 265 250
Accumutated amortisation {218} {108} {119} {36}
328 415 148 223
Prant and equipment at cost 31,351 33,273 20,478 21,404
Accumutated depreciation {10,826} {22,290} {11,746} {13,187}
11,525 10,883 8,732 8,217
Capital work in progress at cost 7.765 737 7,787 717
Total property, plant and equipment 23,900 16,589 20,917 13,611
{i} Reconciliations
Reconciliations of the carrying amounts for each class of propety, plant and
equipment are set out below:
Frechold tand and buiidings
Carrying amount af beginning of year 4,454 7,517 4,454 4,816
Additions 5 - 5 -
Revaluations - - -
Transter from capHal work in progress 8 - 8 -
DHsposals {21} {2,901} {21} -
Depraciation {162} {162 (162} {162}
Carrying amount at end of year 4,282 4454 4,282 4,454
Leasehold properly improvements
Carrying amount at beginning of year 415 252 223 121
Additions 24 72 B 112
Disposals - - - -
Depreciation {111} {18} {85} {10}
328 415 146 223
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Notes to and forming part of the financial statements
for the year ended 30 June 2005

Codan Limited and its Controfled Entities

Conselidated The Company
2005 2004 2005 2064
$000 3000 $000 $000
1% PROPERTY, PLANT AND EQUIPMENT {continued)
Flant and equipment
Carrying amount at beginning of year 14,883 8,880 8,217 6,175
Additions 1,015 3,452 453 2,847
Acquisitions through entity acquired - - - -
Transtfer from capital work in progress 2,317 1,214 2,297 1,070
Disposals (222} {126} {180} {29}
Depregiation and amordisation {2,528) {2,409} {2,055} {1,846}
Nat foreion currency differences on transiation of foreign entities {40) {28) - -
Provision for asset write off - - - -
Carrying amount at end of year 11,525 10,983 8,732 B.217
Capital work in progress at cost
Carrying amount at baginning of year 737 680 77 554
Additions 8351 1,261 3,343 1,233
Disposals . - - -
Transters to property, plant and equipment {2323 {1,214} {2303} {1,070}
Carrying amount at end of year 7765 737 7,757 717
Total carrying amount af end of year 23,900 16,589 - 20,817 13,6811
(i1} Valuation of land and buildings
Freehold land and bulldings are measured on a fair value basis, being the amount of which the assets could be exchanged betweaen
knowledgeable and wiling parties in an amvs-engih transaciion having regard o tha best use of the agsel.
16 PRODUCT DEVELOPMENT
Expenditure brought forward - at cost 23,808 17,810 22 508 168217
Capitalised in current period - at cost 8,690 8,288 8,890 8,288
32,508 23,898 31,185 22,508
Accumulated amortisation {14,758} {10,982 {13,365} {0,598}
17,830 12,908 17,830 12,806
17 INTANGIBLES
Goodwil - af cost 28,477 27.043 - -
Accurniiated amordisation {8,251} {7,321} - -
Write down o recoverable amount - {268} - -
18,226 14,457 - -
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Notes to and forming part of the financial statements
for the year ended 30 June 2005

Codan Limited and its Controlled Entities

Consolidated The Company
2005 2004 2005 2004
$008 $000 $000 $000
18 PAYABLES
Current
Trade oradions 12,017 7.001 10,543 6,444
Other creditors and accruals 8,203 8,089 7120 6,516
20,220 15,080 17,683 12,960
13 OTHER LIABILITIES
Current
Net foreign currency hedge payable 127 3,740 127 3,740
20 INTEREST BEARING LIABILITIES
Current
Bank overdrafis 1,413 . 1,113 -
Sacured loans 282 343 138 143
Commercial bills 2,000 - 2,000 -
Unsecured loans - - - -
Loans from confrolied entities - - 13,285 9,798
3,395 343 13,536 3,641
Non-Current
Seoured loans 16 269 - 138
Commercial bills - - - -
tinsecured loans 10 10 - -
28 308 - 138
21 FINANCING ARBANGEMENTS
The consolidated entity has aceess to the following lines of credit:
Total facilities available at balance date:
Bank overdraft 2,822 2,622 2622 2,622
Muitt option facility 12,000 34,000 12,800 34,060
Documentary lefters of credit 682 BB2 682 562
Equipment finance facilify 2,080 1,200 1,260 1,200
Guarartes facility 1,350 1,230 1,230 1,230
Commeroial crodit card 135 115 115 115
18,869 39,729 17.849 39,729
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Notes to and forming part of the financial statements

for the year ended 30 June 2005

Codan Limited and its Controlled Entities

Consolidated The Company
2008 2004 2005 2004
$000 $000 $000 %000
21  FINANCING ARBANGEMENTS {continued}
Facilities utilised at balance date:
Bank overdraft 1,413 - 1,113 -
Muitt option facility 2,000 - 2,000 -
Documentary letiers of credit - 187 - 187
Eguipment finance facilily go2 842 642
Guarantes facility 835 743 735 743
Commercial oredit card a7 - 59 -
4,617 1572 3,807 1,572
Facilities not utilised at balance date:
Bank overdraft 1,509 2.622 1,508 2,822
Mult option facility 10,0600 34,000 10,000 34,060
Documentary letlers of credit 882 375 882 375
Equiprnent finance facility 1478 558 1,200 558
Guaraniee faciity 515 487 485 487
Commercial credit card &8 115 56 115
14,252 38,157 13,842 38,157

Bank Facilities

The equipment finance faciity is secured by an unregistered charge over the plant and equipment acquired through that facility. The guaraniee
tacifity, equipment finance facility and all other fines of credil, are secured by a registered equitable mortgage over the whole of the Company's

assets and undertakings including uncalled capial,

The borrawings are supporied by interfocking guarantees between Codan Limited and its subsidiaries. The mulli option faciily is subject fo

certain financial covenanis and expiras on 30 June 2008.

Weighted Average Interest rates

Cash at bank

Shor term deposiis

Bank overdraft
Commurcial bl
Equipment finance facility

4.38%
511%
8.58%
5.70%
7.38%

4.25%
5.10%
8.50%
5.30%
7.39%

4.38%
511%
8.58%
5.70%
7.38%

4,28%
5.10%
B.50%
5.30%
7.38%
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Notes to and forming part of the financial statements
for the year ended 30 June 2005

Codan Limited and s Controlled Entities

Consolidated The Company
2005 2004 2005 2004
S000 5000 $060 £000
22  PROVISIONS
Current
Employee benefits 2,158 1859 1,706 1,813
Warranty repairs 2010 2,358 2,010 2,255
4,168 4,214 3,715 3,868
Non-Current
Employee benefits 2,448 2074 2,207 1,912
HReconciliation of warranty provision
Carrying amount at beginning of year 2,355 15674 2,258 1,474
Provisions made during the year 1,054 2,193 1,154 2,193
Payments made during the year {1358} {1,412} {1,398) {1,412}
2,010 2,358 2,010 2,255
23 CONTRIBUTED EQUITY
Shate capital
162,048,454 {2004. 162,045,454} ordinary shares fully paid 23,048 23,046 23,048 23,048
Movements in ordinary share capital during the vear
Balance at the beginning of the financial year 23,048 3,468 23,046 3,466
Shares issued for cash pursuant 16 a prospectus - 19,415 - 19,415
Shares Issued under the Codan Employee Share Plani . 565 - 565
Transaction costs incurred on shares issued under the prospectus . {2,130 - 2,130}
Call on partly paid shares under the Codan Executive Share Plan - 1,727 - 1,727
23048 23,048 23,046 23,046

On 27 November 2003 Codan Limited made a cash issue of 17,650,518 ordinary sharss at a price of $1.10 per share, Under the Codan Employee
Share Plan 354,300 shares were issued at a cash price of $1.045 per share and 177,000 shares were fssued at a price of $1.10 with interest free
toan terms {refer fo Note 31 for further information).

On 18 March 2004 Codan Limited made a call on 5,866,028 partly paid shares that were issued 10 the Codan Executive Share Plan, The shares
are now fully paid.
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Notes to and forming part of the financial statements
for the year ended 30 June 2005

Codan Limited and its Conirolied Entities

Consolidated The Company
2005 2004 2005 2004
$000 $000 000 $000

23

24

25

CONTRIBUTED EQUITY {continued)

Terms and conditions

Hokders of ordinary shares are entitled fo recelve dividends as declared from time to ime and are entitfed o one vole per share al sharehokers'

meatings. In the winding up of the Company, ordinary shareholders rank after all creditors and are fully entitled 1o any proceeds on

Higuidation.
RESERVES
Asset revatuation - 34 1,386 1,370
Foreign curency {ransiation {8 {17} 581

{89 17 1,387 1370
Assgetl revaluation reserve
The assel revajuation reserve includes the net revaluation increments and decrements arising from the revaluation of non-current assels
measured at falr value in accordance with AASE 1041,
Balance al beginning of year 34 34 1,370 1,370
Ravaluation of land and buildings - - . -
Transfer to retained profits {343 - {34} -
Halance at end of year - 34 1,336 1,370
Foreign currency transkation
The foreign currency fransiafion reserve records the foreign currency differences arising from the ransiation of self sustaining foreign
aopsrations.,
Balance at beginning of year {17) 25 - -
Net fransiation adjustment {72} {40} 61 -
Balance at end of year {88} {17} 61 -
RETAINED PROFITS
Retained profifs af baginning of year 38,223 23,430 38,830 30,151
Transfers from reserves 34 - 34 -
Net profit attribidaiie 1o members of the parent entity 16,204 16,678 16,842 16,364
Dividends recognised during the year {8 B4 {7,885} {8,840 (7,885}
Hatained profits at end of year 45,821 38,223 48,668 38,630
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Notes to and forming part of the financial statements
for the year ended 30 June 2005

Codan Limited and iis Controlied Entities

Consoiidated The Company
2005 2004 2605 2004
$000 5000 $000 $000
26 COMMITMENTS
{i) Capilal expenditure commitments
The aggregale amount of confracts for capital expenditure on
plant and equipment 868 342 847 329
{ii} Non-cancellable operating lease expense commitments
Fuiure operating lease comumitments not provided for in the financial
statements which are payable:
Within one year ' 810 572 110 144
Ona year of Iater and no later than five years g16 1,131 76 18
Later than five years - - - -
1,526 1,703 188 160

&7

The consolidated eniity leases properly under non-canceliable operating leases expiring from one o five years. Leases generally provide the
consclidated entity with a right of renewal at which time all terms are renegotiated. Lease payments comprise a base amount and an adjusiment
for the consumer price index.

{iii} Finance lease and hire purchase payment commitments

Within one year 204 374 143 159

One year or later and no later than five yoars 17 3i - 143

later than five years - - - -
3114 680 143 302

Less: future finance charges 13 48 5 21
238 642 138 281

{.ease and hire purchase Habilities provided for in the

financial statements:

Currant 282 343 138 143

Non-ourant 16 299 - 138
208 B42 138 281

Finance leases and hire purchase agreements are enfered nto as a means of funding the acquisition plant and equipment, Repayments are
generally fixed and no leases have escalation clauses other than in the event of payment defaull. No lease arrangements create restriclions on

other financing fransactions,

CONTINGENT LIABILITIES AN CONTINGENT ASSETS

The consolidated entity enters into performance bonds in support of s obligations as a supplier of slectronic squipment. During the year Codan
Broadeast Products Ply Lid acquired the assets of Talia Sound and Vision. Under this acquisition contract Codan Broadeast Products Py Lid is
required to pay addiional consideration of $681,000 If specified products exceed cerlain sales hresholds in the twelve month period ending 31
March 2006, No fiability has been recorded for this possible paymeant and 1 is expected that any such payment under the terms of this contract
will be accounted for as goodwill,
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Notes to and forming part of the financial statements
for the year ended 30 June 2005

Codan Limited and its Controlled Entities

28 ADDITIONAL FINANCIAL INSTRUMENTS DISCLOSURE
{a) Interest Rate Risk
The consclidated entily's exposure to interest rate rsk for classes of financial assels and financial liabilities is set out below:

Fixed interest maturing in

2005 Ong year Cneto
Floating or less five yaars  No interest Total
$000 $00G 000 $000 $000
Financial assets
Cash assels 1,522 1,502
fleceivables 22,848 22,840
Other assets 1,667 1,667
Ciher financial assels 50 50
1,522 - - 24,566 26,088

Financiaf liabilities

Payables 20,220 20,220
Cther liabilifies 127 127
RBark gverdraft 1,113 1,113
Secured loans 282 i 10 308
Commercial bills 2,600 2,006
Emplovee benefils 4,589 4 599

3,113 282 16 24,958 28,367

Fixed interest maluring in

2004 One year One fo
Floating of less five years  Nointerest Total
$O00 $000 $000 000 060
Financial assets
Cash assefs 11,140 11,140
Receivables 14,463 14,463
Other assels 4,858 4,888
Other financial assets 50 B0
11,148 - - 18,371 30,811

Financial liabilities

Payables 15,000 15,000
(ther Habilities 3,740 3,740
Bank overdrafl and oans 343 299 10 652
Commercial bills -
Employee benefits 3,833 3,833

- 343 2959 22713 23,415

{b} Foreign exchange risk

The conselidated entity enters into forward forelgn exchange contracts to hedge certain anticipated sale commitments denorminated in foreign
currencies {principally US dollars). The terms of these commitmenis are rarely more than two years. The consolidated eniity’s policy is fo
enter into forward forelgn exchange coniracts to hedge a proportion of foreign currency sates expected in each month within the following two
years, within Board instructions and limifs. The amount of anticipated future sales are forecast in light of current conditions in foreign markets,
corimitments from customers and experience,
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Codan Limited and its Condrolled Entities

28

29

ADDITIONAL FINANCIAL INSTRUMENTS DISCLOSURE - Foreigh exchange risk {continued)
The following table sets out the gross value to be received under foreign currency contracts, the weighted average contracted exchange rates
and the seftlerment periods of oulstanding conlacis for the consolidated entily.

Consolivdated Consolidated
2005 2004 2005 2004
Weighted average rafe 000 $000
Sall US Dollars
Not fater than one year 0.7584 0.6203 14,689 36,890

The net deferred costs and exchange gaing and losses on hedges of anticipated forelgn currency puichases and sales recognised in other assets
and other Habilities and the timing of their anticipated recognition as part of sales or purchases are;

Consolidated

2008 2004

000 3000

Gains Gains
Not fater than one year 127 3,744
Later than one bul no later than two years - -
127 3,740

Where the underlying transaction has ocourred, the effect of the hedge has besn recognised in the financial statements.

{¢) Credit risk exposures
Cradit risk represents tha loss that would be recognised if counterpariies failled o perform as confracted. The credit risk on the financial assels

of the consolidated entity is the carrying amount of the asset, net of any provision for doubtiul debts. The consolidated entity minimises
concerdrations of credit risk by undertaking fransactions with a large number of customers in various countries and by credit insuring the
majority of trade debtor balances. The consolidated entity Is not materially exposed o any individual overseas country o individual customer.

{d) Net fair values of financial assets and liabilities

The net falr values of monetary financial assels and financial Fabilities not readily traded in an organised financial market are determined by
valuing them at the present valus of contractual future cash flows on amounis due from customers (reduced for expected oredit losses)

of due o supplers. The canrying amounis of financial asseis and financial liabilities approximate their net fair values.

NOTES TO THE STATEMENTS OF CASH FLOWS

{i} Reconciliation of cash

Eor the purposes of the staternents of cash flows, cash includes cash on hand and at bank and short term deposits, net of oulstanding bank
overdrafts, Cash as al the end of the financial year as shown in the siatements of cash flows is reconeiled 10 the related Hems in the slalement

of financial position as follows:

Consolidated The Company

2005 2004 2005 2004

$000 $000 $000 $000
Petty cash 5 5 4
Cash at bank 1,617 6,135 485 5117
Short term deposits - 5,000 - 5,000
Bank overdraft {1,113} - {1,113} -
403 11,140 {624} 10,121
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Codan Limited and s Controlied Entities

Consolidated The Company
2005 2004 2008 2004
$000 $000 5000 $006

29 NOTES TO THE STATEMENTS OF CASH FLOWS (continued)
(i) Reconciliation of prefit from ordinary activities after income tax to net cash provided by operating activities
Profit from ordinary activities after income tax 16,204 16,678 16,842 18,364

Add/{less) tems classified as investing or financing activities:
{Profit} / loss on sale of non-cutrent assets 108 {792} 81 {42}

Add flless) non-cash items:

Fareign currency toss / {gain} on borrowings - {375} - {378)
Depreciation of:

Bulidings 52 162 162 162

tLeasehold properly 1% 19 a5 10

Plant and equipment 2,528 2400 2,055 1,846
Amortisation 5,431 5522 3,766 3,788
Fevaluation of land and buiidings . - - -
Write down of goodwill . 265 - -
{Decreaselincrease n Income taxes £1,138) 6882 {1,464} 268
Share of gssociates net profit - 48 - -
Non cash intercompany transactions - “ 7.898 9,227
increasef{decraase} on net assets affected by translation 7 {13} - -

Net cash provided by operating activities before changes
in assets and Habilities 23,413 24,805 29,425 31,248

Change in assets and Habilities during the financial year:

Reductionf{increase) in receivables {8,605} 975 {8,202} 1,012
Reduction/{increase} in inventories {3.180) {1,363) {2,008) {1,528}
Reduction/{increass) in other assels 3,338 5,433 3,320 5,514
Increasef{reduction) in pavables 1,721 {6,455} 1,297 B.871)
increase/{reduction) in provisions 321 935 142 4931
Mot cash inflow provided by operating activities 17,008 25,120 23,974 31,308
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Codan Limited and its Controlled Entities

30 CONTROLLED ENTITIES
{a) Particulars in refation to controfled entities
Interest Held
Name / Class of 20085 2004
Cauntry of incorporation Share Yo Yo

Parent Entity
Codan Limited
Australia Ordinary

Controiled Entities
P Printed Cirouits Ply Lid
Australia Ordinary 100 100

Codan {UK) Lid
England Ordinary 100 100

Codan {Qkd) Pty Lid
Austraiia Ordinary 160 100

Codan {US} Inc
United States of America Ordinary 106 160

Codan Telecommunications Ply Lid
Australia Orclinary 100 100

Codan Broadeas!t Products Pty Lid
Ausiralia Ordinary 100 100

During the Hnanclal year ended 30 June 2005 Provideo Systems Ply Lid changed Hs name to Codan Broadeast Products Py Lid.
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Codan Limited and its Contrelied Entities

Consolidated The Company

2005 2004 2005 2004

$000 S000 £000 $000

31 EMPLOYEE BENEFITS
Aggregate ability for employae benefits, including on costs

Current - other craditors and accruals 1,602 1,777 1,043 1,180
Current - employes entilements 2158 1,859 1,705 1,813
Non-current - employee entitlements 2,443 2,074 2 207 1,912
4,589 3,933 3,812 3,525

The prasent values of employee enfitlements not expected to be selllad within 12 months of reporting date have been calculated using the
foHlowing welghted averages:

Assumed rate of increase in wage and salary rates 4.00% 4.00% 4.00% 4.00%
Discount rate 513% 5.50% 513% 5.850%
Settlement larm {years) 20 years 20 ysals 20 yoars 20 years
Number of Employees at year end 463 447 329 331

Codan Executive Share Plan

The Company sstablished the Codan kxecutive Share Plan {CESP) {0 assist in the retention and motivation of certain exeoutives, Under the
plan parlly pald shares were Issued o the Codan Executive Share Plan Ply Lid {the trustes) which administers the frust. In March 2004 all
partly paid shares issued under the CESP were fully paid up with the Company receiving $1,728,800 and the company funded $469,200 for the
purchase of 288,100 shares by the Codan Exscutive Share Plan Ply Lid.

Summary of the shares issued under the plan:

Share issue dale Number Paidupon  Total paid
issued issue up vaiue
$ $
24 May 180% 3,666,268 750 1,023,750
28 October 1989 1,466,507 300 469,500
25 February 2000 733,254 150 234,750
5,866,029 1,200 1,728,000

The shares igsued under the plan vest in the executive upon issue. The shares participate in dividends and carry voting righis. The Company will
noi be issuing any further shares under this plan.

Performance Rights Plan
The shareholders approved a Performance Righis Plan at the 2004 annual genaral mesting, this plan has not bean implemented.
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Codan Limited and its Controlied Entities

K3

32

EMPLOYEE BENEFITS (continued)

Codan Employee Share Plan
The Codan Empiloyes Share Plan has been approvad by a rescligion of the Company's shareholders and was established o provide certain

employees with incentive rewards by giving them the opportunity 1o acquire shares, Shares are issued under the plan i the name of the
participating smployes 16 the plan and vest immediately in the plan.

tinder the plan eligible smplovees were able to acquire shares by way of hwo mathods. Shares could be acquired at markat value, in which case
the employes could apply for an inferest fres loan o fund the acquisition, Eligible employess could also acquirs shares at a discount as
datermined by the Board, in which case no lpan was available 10 acquire the shares.

In relation io the interest free loan the employee makes equal pericdic instalments with &ull repayment within three years of by the date of
termination of employment, The shares vest in the plan immediately and vest to the employee upon full repayment of the loan. As at reporting
date $70,910 (2004: $180,558) Is recognised as a receivable by the Company from employees under this plan,

Shares acquired by eligible employees at a discount to the market value vest in the employes immediately. The discount approved by the Board
for the shares issued as af 27 November 2003 was 5% to the market value of the shares. As the issue of the shares was confingent on the
Company listing on the Australian Stock Exchangs the market value of the shares has been assessed as the offer price under the Company's

praspectus dated 21 October 2003

Shares issued under the plan carry full dividend and voting rights. A summary of the shares issued under the plan is as follows:

2005 2004
Number of shares at the beginning of the year ' . -
Number of shares issued 1o the plan - 531,300
Number of shares distributed 10 employees - {531,300)

Number of shares forfsited . -
Number of shares al end of the year - -

DIRECTOR AND EXECUTIVE DISCLOSURES

Remuneration of directors and specified executives by the conselidated entity

Remuneration levels are competitively 5o 10 aliract and retain appropriately qualified and experienced senjor exatytives. The
Hemuneration Commitiee considers comparative companies, economic conditions and independent advice In assessing the remuneration
packages of directors and senior executives. Remuneration packages include a mix of fixed remuneration and performance based
remuneration. The consclidated entity doas not have any profit share plans or share oplion plans in place.

Executive directors and senior executives may receive bonuses based on the achievemsnt of specific performance hurdles. These performance
hurdies are set each year as part of the consolidated entity's staff pedormance management process. The performance hurdles may be related to
the consolidated entity's of a business segments financial performance or other non financial measures. Non-executive directors do nol receive
any performanca related remuneralion.

Total remuneration for all non-executive direciors, as approved Dy shareholders at the 2003 annual general meeting, is not fo axceed $750,000
par annum. Directors fees are determined based on the position held by the director and the additional company committees that the director

is a member of.

No executive directors or senior exgoutives have entered into employment confracts greater than one year and there is no pre-determined
compensation payable fo executive dirsctors or senlor executives on their voluntary or involuntary retirement,
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Notes to and forming part of the financial statements
for the year ended 30 June 2005

Codan Limited and Hs Controlled Entities

32 DIRECTOR AND EXECUTIVE DISCLOSURES {continued)

Equity holdings and ransactions
The movement during the reporting period In the number of ordinary shares of Codan Limited held, directly, indirectly or beneficially, by sach
diractor and specified execudive, including their personally related entities is as follows:

Opening Purchases Sales Ciosing

halance Balance
Directors
Mr.J A Uhrig 11,388,016 11,389,016
Mr { J Battison 20,850,439 20,858,438
Mr 1B Walt 34,792,843 34,792 043
Mr A E R Wood 46,030,713 46,030,713
Mr B P Burmns 11,388,018 11,388,016
Mr b A Davig 200,000 200,000
Mr P 8 Griffiths 110,000 110,000
Or D Kiingner 20,000 20,000
Mr M K Hoard 4,384,522 4,389,522
Specified executives
Mr D MoGurk 1,600 1,000
Mr D Hughes 14,000 14,600
M P Charlesworih 10,000 10,000
Mr A Gobolos 1,178,407 {400,000} 778,407
Mr 8 Lukaes 10,000 10,000

Cther transactions with the Company or its controlled entities

A number of directors and specified execitives, or their personally related entities, hold positions in other entiies that result in them having
control or significance influence over the financial or operating policies of those entities. Any transactions with these enlities were no more
favourable than those availabie, or which might reasonably be expecied ¢ be available, on similar fransactions to unrelated sntilies on an arm's
tenyth basis,

Mr A £ R Wood provided consuiting services of $100,000 (2004: $75,000) to the company during the year.  The consulting terms are based on
market rales for these types of services.

From time 10 time, directors and spedified executives, of their personally relaied entilies, may purchase goods from the consolidated entity,
Thase purchases occur within a normal employee relationship and are considered 1o be Irivial in nature.
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Notes to and forming part of the financial statements
for the year ended 30 June 2005

Codan Limited and its Condroiled Entities

33

34

NON-DIRECTOR RELATED PARTIES

Al {ransactions with non-director related parlies are on normal terms and conditions.

The Company and Codan Broadcast Producis Ply Lid purchase materials from IMP Printed Circults Ply Lid. The Company also pays marketing
fees 1o Codan (UK} Lid and Codan (US) Inc and paid rent to Codan {Qid) Pty Lid for plant and equipment. The Company charges rent fo

IMP Printed Cirouits Pty Lid for their premises.

Loans betwaen entities in the wholly owned group are repayable at call and no interest is charged.

The aggregate amounis recelvable from, and payable to, whelly-owned controtied entities and associated companies at reporting date s as

follws,
Consclidated Tha Company
2005 2004 2008 2004
000 $000 $000 5000
Receoivables
Current - - 3,012 780
Non Current - 72 - 72
Payables
Current - “ 10,285 9,798
Dividends

Dividends raceived by thae company from wholly-owned
controfled entities -

HMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING STANDARDS

For the reporting period commencing 1 July 2005 the consolidated entily must comply with Australian equivalents 1o Internalional Financial
Heporting Standards (AIFRS) as issued by the Australian Accounting Standards Board,

This financial report has been prepared in accordance with Australian scoounting standards and other financial reporting requirements
{Ausiralian GAAR) applicable for reporting periods ended 30 June 2005,

Fransition management
The board has established a project, moniiored by the Board Audif, Risk angd Compliance Commitiee, io assess the impact of ihe fransitionfo
AIFRS and to achieve compliance with AIFAS reporting for the financisl year commancing 1 July 2005,

The project is achieving is scheduled milestones and the consolidated antily is expected {o be in a position to fully comply with the requirements
of AIERS for the 30 June 2006 financial year.

The Company's implementation project has consisted of asssssing the impact of AIFAS, designing accounting policies and disclostres o

comply with AFRS, determining the impact as afl the transition date of AIFRS and implementing the required changes to processes, policies
and syslems 10 ensure compliance with AIFRS,
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34

IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING STANDARDS

mpact of transiion to AIFRS

The impact of the transition to AIFRS disclosed in this note s based on the AFRS standards that management expect to be in place when
preparing the first complete AIFRS financial report. Only a complste set of financial statements and notes ogether with comparative balances
can provide a true and fair presentation of the Company's and consolidated entity's financial performance and financial position in accordance
with AIFRS. This note provides only a summary, therefore further disclosure and explanations will be required in the first complete AIFRS
financial report for a true and fair view o be presented under AIFRS,

There is a significant amount of judgement involved in the preparation of the reconciliations from current Australian GAAP o AIFRS, as a result
the final reconciliations presentad in the first financial report prepared In accordance with AIFRS may vary materially from the reconcillations

provided in this nota,
The significant changes and elections in accounting policies adopted in preparing the Australian GAAP to AIFRS reconciliaions are:

{a} Financial instrumenis

The company expects 1o take atdvaniage of the election in AASB 1 First Time Adoplion of Austraffan Equivalents o International Financial
Aeporting Standards 10 not resiate comparatives for AASB 132 Financial instruments; Disclosure and Freseniation and AASE 139 Financial
instruments: Recognition and Measurement. There are no expecied adjustmenis in relation to these siandards for the 1 July 2004 transition
bafance sheet or for the financial year ended 30 June 2005 as current Austraian GAAP is expected to continus fo apply.

As at 1 July 2005 the forward exchange contracts held by the company will be considered financial nstruments and will be required to be recognised
at fair value on the balance sheel. As the company expects to mest the hedge accounting requirements under AIFRS the movement in the falr
value of the forward exchange contracts up to the date the hedged transaction occurs will be accounted for through a hedging reserve acoount,

This hedging reserve account will form part of Sharehoiders Equity and as 3 result no material impact is expected on the company’s operating

profit as a result of adopling this AIFRS. '

{8} Intangibles
Goodwill
Under AIFRS goodwill represents the difference between the cost of a business combination over the net falr value of the identifiabls assets,

liabilities and contingent fiabilities acquired.

i respect of acuuisitions prior fo transition date, goodwil is expecied to be Included on the basis of ifts wrilten down value under Australian GAAP
adjusted for reclassifications of other infangible asseis not mesting the AFRS recognition criteria, Howsver no reclassHications are expected.

Product development
Under AIFRS expendiiure on research activities will be expensed as incurred whereas under Australian GAAP certain research costs are able to
be capitalised. As the company Is focused on product development rather than ressarch aclivities no adjustments are expected as a result of this

change in acoounting policy.

Under AIFRS staff training costs are not 1o be capiialised as an intangible asset. On transition to AIFRS siaff training costs of $65.871 previously
capitalised will be derecognised with an adiustment of $46,110 10 retained earnings and $19,761 to deferred tax liability as a1 1 July 2004, No staf{
fraining costs have been capitalised in the year ended 30 June 2005, The amortisation expense charged in the year ended 30 June 2005 under
Australian GAAP in relaion to staHf training costs that were capitalised in prior years is $14,468 and as a result the AIFRS profit before tax for the
year ended 30 June 2005 will be increased by this amount,

Other intangible assels
Software assets will be reclassified from properly, plant and equipment to infangible assels on ransifion o AIFRS. This is expectedioresultin a

rechassification of $299,627 for the company and the consolidated entity as at 1 July 2004 and $3,683,030 as at 80 June 2005
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34

IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING STANDARDS

(b} Inlangibles {continued)}
Amortisation
Other than goodwill, the amortisation policy for intangible assets under current Australian GAAP will be consistent with AIFRS. Unde_r AFHS

goodwill is not subject to amortisation bul will be subject 10 an annual impainment test. The impact of this change In accounting policy will be an
increase to operating profif of $1,664,845 for the year ended 30 June 2005,

(¢} Impafment

Under AIFRS the carrying amount of the consolidated entity's non-current assels, excluding goodwill and deferrad tax assels, will be reviewad at
each reporting date to deterrnine whether there ie an indication of impairment. If any such ingication exists the assat will be tested for
impairment by comparing its recovarable amount 1o its carrying amount. Where the carnying amouni sxceeds the recoverabie amount an
impairment foss will be recorded. Goodwill and intangible assets not yet ready for use will be fested for impairment annually.

An assets recoverable amount will be the greater of its fair value less costs to sell and #s value in vse. Valug In use Is calculated by reference 1o
the discounted value of the asset's estimated fulure cash flows, thess cash flows will be estimated based on the assel in iis current condition and
therefore will not include cash inflows and outfliows from Improving of enhancing the assel's performance or expected 10 atise from fulure

restructurings which are not yet committed.

The Company has consitered the requirements of AIFRS in relation 1o impairment as at 1 July 2004, being the transition date to AIFRS and aiso
at 30 June 2005 and does not expect any impakment losses o be recorded,

(&} Froperty, plant and equipment

Other than land and bulidings all other property, plant and equipment will confinue o be measwred al cost. Land and bulldings are currently
maasured at fair value, the company expssts o elect 1o change the measurement basis from fair value fo cost under AIFRS, On transition 1o
AIFRS the carrying value of land and buildings wili be desrmed to be cost. As a result ali properly, plani and equipment will be measured at cost
under AIFRS and the asset revaluation reserve recorded by the company will be transferred fo retained earnings on fransifion o AIFRS.

Undar AIFRS the gain of loss on the disposat of properly, plant and equipment will be recognised on a net basis rather than separately recognising
the consideration received as revenue. For the consolidated entity an amourt of $136,908 is expected 10 be reclassified from revenue fo other
expenses for the financial year ended 30 June 2005, the adjustmaent for the company s expected 1o be §118,863.

{e} Hevenue
Under AIFRS whers the sefflement ferms of a sale transaction are deferred the sale fransaction s to be recorded at fair value. The reduction to
sales for the financial year anded 30 June 2005 for the company and consolidated entily is $15,328. There is no Impact for the 2004 financial year.

{f} income Tax

On transition 1o AIFRS the balance shest method of tax effect accounting will be adopted, rather than the liabiily method applied currently under
Ausiralian GAAP. Under the balance sheet approach, the Income tax expense on tha profit and loss aceount comprises a current and delerred

tax axpanse. Current tax expensa is the expected tax payable on the taxable income for the year adiusted for any prior year under or over provision,
The movement in deferred tax assets and Habiliies results in the deferred tax expense unless the movement resulfs from a business combination

in which case the tax entry is recognised in goodwill, or & transaction has Impacted equity in which case the tax entry is also reflacted in equity.

Deferred tax assets and dabifities artse from temperary differences between the carrying amount of assets and fiabilities for financial reportihg
purposes and the amounts used for taxalion purposes. Deferred lax assets are only recognised to the extent that it is probable that future taxable
profits will be avallable against which the tax asset can be ulilised,

The expected Impact on the company and consolidated entity as at 1 July 2004 as a result of adopting this AIFRS is an increase in deferred tax
assels of $511,185 and an increase In sharehoiders equity $838,094 and a decrease in retained sarnings of $127,789. The impact for the year
ended 30 June 2005 is an increase of $127,799 o tax expense and a $127,799 decreasea fo deferred tax assel,
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HIPACT OF ADOPTING AUSTRALIAN EGUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING STANDARDS

{g} Business Combinations

As permitted by the election availabls under AASE 1, the classification and accounting reatment of business combinations that occurred prior fo
{ransition date have not been restated in preparing the 1 July 2004 AIFRE fransition balance sheet.

Business combinations that occurred after 1 July 2004 have {o be resfaled o comply with AIFRS. No adjusiments are expecited as a resull of this

DIOCESS,

{h) Foreign currency

The consclidated entity expeadts to make an election under AASE 1 1o reset the balance of the foreign currency revaluation reserve fo nif on

fransition to AIFRS, The foreign currency fransiation reserve as at 1 July 2004 is a debit balance of $17,275.

{i} Borrowing costs

The company expects o eiect to apply the allemative treatment allowed under AASE 123 and therefore will continue 1o capiialise borrowing cosls
where they are directly attributable 0 the acquisition, construction or production of a qualifying asset. Al other borrowing costs will be expensed
as incwrrad. As a result there Is no expected Impact on either the Company or consolidated entity in relation to this accounting policy undsr

AIFRS,

Summary of transition adjustments

The following table sels out the expected adjustments to the statement of inancial position of the Company and consolidated entity at transition

o AIFFS as at 1 July 2004,

Total current assets

Heceivables
Other financial assels
Proparly, plant and equipment
Product development
intangible assels
Deferred tax assets

Total non-current assets

Total assels
Toial current Habilities
Total non-current iiabilities
Folal Habilities
Net assets
Contributed equity
Reasarves

Hetained profits

Total equity

Consolidated
as at 1 July 2004

The Company
as at 1 July 2004

Note AGAAP AIFRS AGAAP AFRS
$000 $000 $000 $000
42,626 42,626 40,074 40,074
72 72 72 72
50 5O 33,649 43,649
34b} 18,589 16,290 13,611 13,312
34{b) 12,006 12,841 12,806 12,841
344y 10,457 19,756 - 259
341 3,406 3,917 3,316 3,827
52,480 52,926 83,554 64,000
95,106 95 552 103,628 104,074
27,329 27,329 34,404 34,424
34¢b) 8,491 5,471 5,158 6,138
33,820 33,800 40,582 40,562
61,286 61,752 63,046 63,512
34() 23,046 23,685 23,046 23,685
34{dl}, (h) 17 a4 1,370 34
34{bY, ()10, (1) 38203 38,033 38,630 39,793
61,286 61,752 63,046 63,512
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34

IMPACT OF ADOPTING AUSTHALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING STANDARDS
Summary of transition adjustments
The following table sets out the expecied adjustments to the statement of inancial performance and financial position of the Company and
consolidated entity for the year ended 30 June 2005,
Consolidated The Company
30 June 2005 ad June 2005
Note AGAAP AFRS AGAAP AIFRS
Statement of Financial Performance $000 000 $000 $000
Hevenue from sale of goods 34{e} 128,455 125,440 117,184 117,168
Other revenues from ordinary aclivities 34 844 707 852 733
Total revenue 126,209 126,147 118,036 17,802
Caost of goods sold 65,564 65,564 £0,807 £0,897
Adminisirative expenses 8,282 8,282 7,738 7.738
Sales and marketing expanses 20,523 20,623 18,517 18,517
Research and enginesring expanses 34} 7.366 7,352 8,798 8,782
Borrowing costs 38 a8 78 Fgs
Other expenses from ordinary activitles 34(b}.{d) 1,806 94 200 81
Profit from ordinary activities before tax expense 22,576 24,234 22,809 22,808
Income tax exponse relating o ordinary activities 34{b}.{e) (B 6,366 6,493 5,067 5,004
Profit from ordinary activities after tax expense 16,204 17,741 18,842 16,714
Statement of Financial Position
Total current assets : 34{e) 41 444 41,434 39,552 39,537
Other financial assets 50 50 33,648 33,644
Property, plant and sguipment 34{b} 23,800 20,217 20,917 17.234
Product development 34} 17,830 17,779 17,830 17.77%
Intangible assets 34} 19,2286 24,574 . 3683
Defarred tax assets A4e) 3,275 3,658 2542 3,325
Total non-current assels 64,281 66,278 75,338 75,670
Total assets 105,730 107,712 114,890 115,207
Total current liabilities 29,145 20,145 36,131 36,13
Tolai non-current liakilities 3d{b} (e} 8,007 7.086 7,650 7,628
Total liabilities 37,152 37,131 43,781 43,760
Net assets 688,578 70,581 71,108 71,447
Contributed equity 34{H 23,046 23685 23,048 23,685
Reserves 34{dy{h} {85} {72} 1,397 61
Retained profits 45,621 46,968 46,866 47,701
Total equity 88,578 70,581 71,108 71,447
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Directors’ declaration

Codan Limited and controlled entities

in the opinion of the directors of Codan Limited {“the Company™):

{a) the financial statements and notes, set out on 18 10 58, are in accordance with the Corporations
Act 2001, including:

B giving & true and falr view of the financial position of the Company and consolidated entity
as at 30 June 2008 and of theilr performance, as represented by the resuits of their
operations and their cash flows, for the year ended on that date; and

{ii} complying with Accounting Standards in Ausiralia and the Corporations Regulations 2001;
and

{by  thers are reasonable grounds to believe that the Company will be able o pay #ts debts as and
when they becorne due and pavable,

fcy  The directors have been given the declarations required by Section 295A of the Corporations Act
2601 from the chief executive officer and chief financial officer for the financial year ended 30
Juna 2005,

Dated at Newton this 17th day of August 2005,

Signed in accordance with a resolution of the directors:

<L Alhrig M K Heard

Director Dirgctor
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Independent audit report to the 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 nofes to the financial statements, and
the directors’ declaration set out on pages 19 to 56 for both Codan Limited (“the Company”)
and Codan Limited and its controiled entifies {“the consolidated entity™), for the year ended
30 June 2005. The consolidated entity comprises both the Company and the entities it
controlied 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 internaf
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 fo whether the financial report is free of material
misstatement. The nature of an audit is influenced by factors such as the use of professional
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 fo 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 Aastralia, 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:

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

*  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.
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Audit opinion
In our opinion, the financial report of Codan Limited is in accordance with:
{a) the Corporations Act 2001, including:
(i}  giving a true and fair view of the Company’s and consolidated entity’s financial
position as af 30 June 2003 and of their performance for the year ended on that

date; and

{(ify complying with Accounting Standards in Australia and the Corporations
Regulations 2001; and

(b)  other mandatory financial reporting requirements in Australia.

sy

KPMG

I forst— -

P P Robertson
Partner

Adelaide
17 August 2005
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