Appendix 4E (ASX Listing Rule 4.3A)

PRELIMINARY FINAL REPORT

Cochlear Limited A.C.N. 002 618 073

Results for announcement to the market

Revenue A$'000's

EBIT A$'000's

Net profit for the period attributable to members $A'000's

30 June 2006

up 3% to 452,260
up 5% to 111,543
up 3% to 80,032

Dividends {disiributions) Amount per security Franked amount per
security

Final dividend 55.0¢ 55.0¢

Interim dividend 45 0¢ 45.0¢

Previous corresponding period 45.0¢ 45.0¢

Record date for determining entitlements to the dividend

Dividend payment date

31 August 2006

21 September 2006

Annual meeting

The annual meeting will be held as follows:
Place

Date
Time

Approximate date the annual report will be
available

Four Seasons Hotel
189 George Street Sydney

24 October, 2006

2.00 pm

25th September 2006




COCHLEAR LIMITED ~ COMMENTARY FOR THE YEAR ENDED 30 JUNE 2006

Financial Performancel

Total revenue for the year increased 30% 10 a record $452.3 million {compared to $349.0 million in
F05). This improvement in sales was driven by an increase in cochlear implant revenues (+24%),
and full year contribution from Baha and Vistafix product lines acquired in March 2005

($51.7 million in FO6 compared to $14.8 million in FO5 which represented 4 months of sales).

Offsetting increases in cochlear implant and Baha revenues was a 23% reduction in gains from
foreign exchange contracts (used to hedge our regional net cash flow) from $26.8 million last year
to $20.7 million in FO6. The overall adverse impact from foreign exchange movements for the
year was $6.8 million — this includes the reduction in gains from foreign exchange contracis and
the translation effect of changes in exchange rates between the years.

This is the first year of reporting the financial statements under AIFRS rather than AGAAP and
there are significant differences between the two accounting standards.

As discussed last year, given the change to AIFRS, one of our key management metrics is core
earnings defined as NPAT with all research and development expensed and excluding both
acquired infangibles amortisation and share based compensation charges.

Core earnings were $86.4 million for F08. Core earnings is a better reflection of the after tax cash
earnings of the business, a fundamental driver of creating shareholder value. Total Sharehoider
Returns for FO6 were 42%.

Net Profit after Tax of $80.0 million was up 34% over F05 restated to AIFRS. The $80.0 million
profit includes a $4.0 million gain from a waiver of patent royalties from the Commonwealth
Government (reporied previously). The minority interest loss of $1.8 million relates to research
and development expendifures arising from the joint venture with Phonak.

The EBIT / Sales ratio of 24.7% improved on last year's 23.7%.

Net cash provided by operating activities before changes in assets and liabilities was $115.5
million (FO5 $83.0 million). Receivables increased by $29.5 million for the year reflecting both
higher sales and increased debior days 10 74 days. The laiter influenced by the change to direct
gistribution in many of our European markets. Inventory increased by $27.3 million to $76.8
million. Inventory refurned 10 policy and additional Freedom processoers were huilt ahead of the
planned backwards compatible release in FO7.

Regional Performance]

All regions contributed to growth with the standout regions being Americas (sales revenue up 50%
in constant currency (CC), that is, restating F05 sales at F06 X rates), followed by Europe — up
35% in CC. Asia-Pacific was up 7% in CC.

While the Asia-Pacific growth is below our long-term target, there were important developmenis in
our fargest market in Asia-Pacific, namely China. An order for ~15,000 cochlear implants was
received for delivery over six years. The order was a donation by a Taiwanese philanthropist to
the people of China. There was a slow down in sales in China in anficipation of people accessing
these donated units. The first units were shipped in July 2006.
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COCHLEAR LIMITED ~ COMMENTARY FOR THE YEAR ENDED 30 JUNE 2006

Americas Region

o Revenue of $198.2 million, growth of 50% in constant currency

o Successful Nucleus Freedom roll-out

o Successful infegration of USA activities of Entific Medical Systems, including consolidating
ail activities in Denver, (eg closing Entific’s Columbus facility), and combining the field
forces

o Doubling the field representation in USA and increasing customer support headcount

o Significant upgrade of organisational capability, for example Oracle switch ¢on in July 05

European Region

o Revenue of $173.7 million, growth of 35% in constant currency

o Successful launch of Nucleus Freedom in major European markets

o Qur direct market sfrategy implemented in FO5 and continued in FO8 is now producing
results. Margins in these markets have improved, with the added bonus of being closer to
our customers. In the last two years we have increased our direct representation in the
Netherlands, Belgium, France and ltaly and Sweden. Direct sales in Europe were 35% of
total sales in FO4, and this increased to 52% in FO5 and 71% in F08.

o Qrganisational capability was further strengthened to underpin the future growth with the
expansion of our sales and marketing forces. In addition, supply chain capabilities were
upgraded with the move of our European supply warehouse to new headguarters in
Wevybridge, UK.

Asia Pacific

o Revenue of $59.7 million was up 7% in constant currency

o China sales were lower than the previous year, however the order ~ 15,000 cochlear
implants for delivery over 6 years has the potential to significantly transform the industry
globally. A slow down in sales was recorded in China in the second half, ahead of the first
delivery of this order, which was shipped in July 2006

o India and Australia grew above their targets, while Japan gained Regulatory approvai for
the Contour electrode as part of the Nucleus 3 Cochlear Implant System and grew sironger
than previous years

Bone Anchored Solutions Division:
In March 2005, Cochlear acquired the Swedish company Entific Medical Systems for $176.3
million (enterprise value), and so F06 was the first full year of owning this business.

Existing product lines consist of Baha and Vistafix products and services. The Baha is a bong
anchored hearing implant for either conductive hearing loss or for single sided deafness. Vistafix
is for anchoring certain prostheses. Baha producis and services are complementary to cochiear
implants — providing different solutions for different types of hearing loss.

Cochlear has created a new division (Bone Anchored Solutions) and has successfully integrated
mosi of the customer support activities around the world — providing further scale in sales,
marketing and clinical support for Cochlear’s implantable hearing devices.

Bone Anchored Division sales in FO8 were $51.7 million, 30% over FO5 sales {that is, assuming
the business had been owned for all of F05). Research and development has been substantially
increased for the Baha producis. The division is producing revenues and returns ahead of our
internal projections at the time of acquisition.
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COCHLEAR LIMITED ~ COMMENTARY FOR THE YEAR ENDED 30 JUNE 2006

Operational Update]

Research and Development {R&D): Our Lifeblood

Cochlear remains commitied te advancing the field of implantable devices for the hearing
impaired. In FO& R&D costs spent were $56.7 million (12.5% of revenues) on existing and new
product areas. AlFRS adjustments (capitalisation and amortisation of deveiopment costs)
increased this to $58.9 million for FO6.

Two important areas for research and development include cochlear implants that combine
electrical and acoustic stimulation for people with low frequency residual hearing and
developments on DACS (direct acoustic cochlear stimulator} — a product that is being developed
jointly with Phonak. The focus of the joint venture over the last year has been developing the
commercial version of DACS (a prototype of which was successfully implanted in four patients last
year}.

Technologic innovation remains a key driver for Cochlear, as evidenced by the success of Nucleus
Freedom.

Nucleus Freedom Cochlear Implant System: Setting New Performance Benchmarks
From April 2005, we have been engaged in launching the next generation cochiear implant —
Nucieus Freedom.

There are a number of very important characteristics, which are supported by robust
clinical data, of our new sysitem:

o Recipients are demonstrating significantly beffer hearing performance levels and achieving
these faster than any previous cochiear implant system.

o Nucleus Freedom has a powerful chip in the external speech processor enabling advanced
pre-processing schemes. Cochlear’s unigue SmartSound pre-processing improves hearing
performance in difficult listening environments — such as speech in a noisy restaurant.

o Reliability is a key characteristic of the Nucleus Freedom system — being the most reliable
cochlear implant ever produced.

o Nucleus Freedom supports a diverse range of accessories such as; FM systems, MP3
player connections and lapel microphones, providing recipients with numerous connectivity
options.

o The Nucleus Freedom incorporates an advanced technology platform, providing
opportunity for current and future Freedom recipients to benefit from future research
outcomes.

o Part of our life-long commiiment to recipients is reflected in the development of the
Freedom processor for N24. Upgrades remain an integral component of our business
philosophy and sirateqy.
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COCHLEAR LIMITED ~ COMMENTARY FOR THE YEAR ENDED 30 JUNE 2006

Manufacturing and Global Supply Chain Upgrade

We are now more than 12 months through a 30-month program {0 substantially upgrade
manufaciuring capability. This involves infroducing ‘Lean’ concepts, training and up-skilling people
and infroducing certain process changes. The process changes involve R&D efforts to redesign
certain aspects of the product for improved manufacturability. The benefits of building scale and
capacity are important for our future growth.

We are also redesigning the global supply chain to underpin the continued growth of the company.
This involves everything from establishing new warehouses in our three regions 1o sourcing
additional people and new processes that can support a growing company.

We have made significant progress in building Cochlear's internal capability to match the growth
potential of the business.
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E ar Lirnited and s conreled entities for ar ened 30 Jone 2006 .

" Revenue . :
" Cost of salas ' ' (91886}
7 Gross profit 143,308 -

-

T Other income 618

- Distribution, marketing and field technical expenses (100958) Us21y

. Administration expenses (0207 -

U Research and development expenses ' ' (33719
' 80,121
* Financial income 2.658 o
UFinancial expenses (2918 (1.242) ™

U Net financing incom {17

" Profit before tax 82,307 81,535 ..
" Income tax expense ) - .(23:833} - .(20347}

" Net profit including minority interest)

L Attributable tor

61,188

" Ordinary shares

- The incomne statemernts are 1o be read in conjunction with the notes 1o the financial statements set out on pages 910 59




.ﬁmzmifd atesd

Fies]

{2,?08)

" Movement in general reserve

" Defined benefit plan revaluation

7 Cash fiow hadges:

- Effective porgion of changes in fair valee

‘Losses taken (0 the income statemant

- Net income recognised directly in equity (2.816)

~Net profit (including minority interest} 58,474

L Total recognised income and expense for the period ) 55,658

U Adtributzble gor

57428
" Minority interest . {1,770

.:' J ot recognised income and expense for the period ) 55,658

“ "Hedging reserve
e

) 'Equity haiders of the parent

U Minority interest

Othf_r movemnents in ec;udy arising from fransactions wr!h eequmy partlc parts as eqmty part <:|panis are set out it Note 4. The sfatements of
recogn s&d Income and expense are 1o be r“ead in con}unctson with the notes to 'i_i"ac financial szatemem*fs se:t QU o pages. 710 3%,




© Current assets

" Cash and cash equivalents 28(a)

106077
913

5938
876
2017
159,272

7 Recevables

4186
251,154

7 Total current assets

- Non-current assets

' Recevables

Tingangibie assets

" Defarred tax assets

251,542
502,696

" “Total non-current assets 64355 7

" Total assets

 Current liabilities

46539
54,107
12485
1454
45396
193,038

o Payables 17

U Interest bearing habilitie 19

" Total current Habilities

.. Nomn-current liabilities

138951
s

154,997 L
348,035 78,359
154,661 145,268

49375 .
(3917 gy
104,442 96021
149,920 T s2e8

4% 375

T Total aquity 145268

The balance sheets are 10 be reac in conjunction with the notes to the financial statements set out on pages 940 59 = .-




5@:&2@ W@@ﬁtﬁ {:)f £ &Sf H ﬂ ng Cochigar Lmited and its corntrofled forihe }fc;ur encied 30 fune 2006,

- Cash flows from operating activities

- Cash receipts in the course of operations

023459

" Cash paymants in the course of operations

Tl1a2868)

- Dividends received

U interest paid

(2328)

" income taxes paid

(19,5703

03,009

K Nez cash provxded by operatmg aczawtms

B Cash flows from investing activities

" Payment for plant and equipment

: Payment for enterprise resource planning system (30433

" Procesds from sale of non- currenz asseis

L iwestment in controflad entities

.' .Deveiopment expanditure (4375} 4375

(207,996) C(18,715)

" Net cash used in investing activites

o .Repaymenz of borrowings N .{23(}(}} e

" Proceeds from Borrowings

" Proceads from issue of shares

" Dividends paid by the parent

(42,8323 C@msm

133,880

L Net cash {used in} / provided by financing activities "”{44,932)

" MNet {decrease} / increase in cash and cash equwaients

" Cash and cash equivaienss at | july

2392
58526

Cof cash held in fore@r; currencies

" Cash and cash equivalents at 30 june EO3 627

Thc staternents, of cash flows are to be read in conjunction with the notes 1o the financial _S'Lat_e:men_ts.set_.ogt_c;n pages 9 to 59



NC}’E@S i{j ih&i fﬂ?&i"%iﬁ i S‘g:(”/{{ﬁ_ﬂﬁ ?@??ES Co.,hloar E_mmf\d ané st c.ommll o end 52’0?%210 }vfdr‘ erztle{l a"} Jmo. Eb(}f o

T i Statement of mgmf“cam accountmg poiucses _ - :
- This Firanciat Report.was authorsed for issue by the direciors on. IS AJ?US'E 2006

-.."The s|gmf fcant pal;cles which bave been adoptecé in the pmparatron of ihls Financial Rﬁ’PO“ are; .

'.'.__'{a)Statementofccmpnance . . e L T .
.'___'The‘: Fmanc al R{,pc}rt isa g&n&z ‘al purpos& financial report which has bwﬂ pr@pamcﬁ iy dc:c;erdance Wf{h Austrahan Accountﬁng Standartﬁ:\

.Jn &matlonal Financial R@poz ting Siaﬂdazds (lFRS) fur‘m the: basis of Austrai[an Ac:c;ozmimg S%aﬂdazds adop%eed i}y the AASE, and forthe -~
- purpose of this report are called Australian ecuivalents 1o [FRS (AIFRS), to distinguish from previous Australian Generally Accepted Acwumtmg
T Principles (previous GAAP). The financial mpor't of Lh& Consol Jated Emiiy aso r_omp ies thh {FRS and mtm pm%attons adopted by Eh& L
~International Accounting Standards Bcazd .

...:'Tms i5 the Consolidated Entity’s first AIFRS financial mpc}n pr@pamd i accordarace w:ih Austratian Accoumcmg Standards, bc,mg
FRS and AASE | First-time Ad{}ptron of Austrolian Equivalents fo fntemcrtmrchi Fingncicl Repor. Img Standards, (/\ASB i) has been applsecﬁ -

';--_An explanation of how the Lz‘ ansition to AIFRS has affected the. mportcd financial position, finandal performance and cash fows of Lh&
. Consclidated Entity is provided in Bote 31.This note includes mconmilat[ms Qf &qu ?:y and {.n“of it ﬁ::r cmmpafaw{, parlc}ds report wd ungler.
'pa&Vsous GAAP o those. re:poz wd ‘for those pe:z tods und@r AJFRS. : . :

-_"The‘: fnancial Report is prepahecé o th& historicat cost basis exc@pi that the foliowing ; assets. aﬂd Ezabl It[e:s are st’aied at the i fair: valuca O
._"-_d&z*lvatlve financial Instruments, and financial insty: wrnents. ¢ fassified as available for Sale L - : S .

e MSB 20(}5 4 Arrendiments to Avstralion Accounting Strmdurdb (Juﬂe 2003} armencing nASB 39 Fingncial Insiruments: Recognition ond Measwement, AASE 132 - 7
o mecfa# #m;u umems Bisclosure o Prescm(};fron ARSE F:rst tirree Adopuoﬂ o;‘ “Austrolion I_r,luw:ems i J'nlemauon(;! Fi .'nr,?ﬂ(fur Rep;}f's,urg Szrmdu;ds {ju y 2(}{)&)

.:.AASB 05-8 Amendments 1o Aus!ru#ruﬂ A(counmq Stondords (June 20')5) ﬂmen{:ﬁzr}g AASB l f irst-time Adoption of Avsiration Equivalents 1o
- Reparting Stondards (uly 2004) and - S e e T

+ AASE 2006-| Amendments 1o Austradin A(counbng Stangords, (Janua*y 2005) amer}dmg AASB I2 Tne Effects of Changes in F areign Exchonge RaLes SRR

i:me Adopuon sfﬂtlstmrfen E{}ur\f(,fems I fme: ogifonal ananaaf

_The foliowing accousting standiards. anci amf,ncimf,nts were avaliab[@ for aarly adopuon bJ{ havc, not. bem app\zed by Ehc, Ccmsc |date«:d Entlty in. B
these financial statements: - o . ~

+ AASB 20051 Amendrrfcnts b AT A(counmg Stondards (May 2{)05) 1merzc§zng AASB §3% Finonciol. fnsu SN Recognnzm Qnd Measuremem, L
; _-_ AASE. 2005-% Amendments o Austrolicn Accouniing Stendords (September 2005) amending AASB 4 Insurgace Conpraces; - e o

+ .AA"JB 2005-10 Amendments 1o Aushafion Accountiag Standerds (September 2003} amending AASE 132 Finoncial instruments: Disciosires ond Presentation,

: ~ AASE 101 Presentation of Finonciol Stitements, AASE | 14 Segment Reporting ARSE 117 Legses, AASE 133 Eumnings per Share, AASB 139 Finoncinl instrumenis: .
Recopnition and Measurement, AASE | First-time adedtion of Austnalion Equfvafems 10 fnigrniont Frmno{,! Re’}ostrng SEaRads, AASB 4 m;umnro lemrrs AASB
H)23 Generd inswrance. Contracts and AASE | {)38 Life {nmmnce I om:orts. :md :

_'_"-_'_'_‘AAQB‘,? Fingacial instramends: Discinsures {Pusghast 20033 - e T T R o
":-Th& fmpact of Eh&se standartés s yet 1o be determined but wilt be appl iwd by thc Consc, idated Enmy on 'ihe‘z t‘“E‘:‘if,Vaﬁt appl ication date '




"~ The preparation of a financial report in conformity with the Australian Accounting Standards requires management to make judgements,

Cestimates and assumptions that affect the application of policies and reported amounts of assets and fiabilities, incore and expenses. These
Cestimates and assoctated assumptions are based on historical expertence and various other factors that are believed 1o be reasonable uﬂd@r
Cthe czr“cumsia.ncc,s the msuils of wh[ch form ihc, basis of makmg the ;ucﬁg@mmis about carmying valu&g of assms and tiabl ities “Eha:z are not -

.'__'Tnc, esfimates anci underiy ng assumpt[ons are ze:v:awed ot ar ongomg basis. Ravm[ons to acc;omtmg estimates are mcogrused i ihe par‘zod
it wmch 'thf«: estirnate s rev s&d if Lhc rewvi sacm afmr:zs cmly ma:z pmod or m 'zhe pemod of me rrévmon and ﬁ_xwm p&z lOdS if th& t“fi\-’[.‘; on afrec;ts

: -.-jucﬁg@mmis mad& by managemem in the appi[catlon of Aﬁstral an Accountlng Standards 'ihat have: mgmf {:ar;‘t eff&ct on ihe Fll‘laﬂi:i&[ Repor*t and
_"ﬂstlm‘tas wﬂ.?a a stgmf want. nsk c:f mater tai ddj ustment, ir in ﬁ”t& nexd )/E?li are d[scuss&d iy ihb Nete I : . - : .

. (c} Basis of consoiuéa‘cscn

~Controfied ertities are entltf,s contrfled by the Company Conta ol exits whf,n the Company has the pew&z dur_c;tly or mdzrer:lly 10 govern the_
financial and operating pofices of an entity so as to obtain benefits frorn its activities. In assessing control, potential voting rights that presently -
_ | are exercisable or convertible are taken into account. The financial statemerts of {:on‘trt:liw ent:’i fes are mcluded n ;heﬁ conse |dat&d ﬂnanaa%
VL statements from the date that. c;ontmi COMMEnces Lntil t?;e date that. control ceases. o : e : '

s tnv&simmts Y Commlied ent ties are camecﬁ at “Ehe‘:n" cost of acqutss‘f an i Lh& Compan)fs fi nangi a\ Statements,

.-':fslSSGCfﬂtﬂs . PR . A e e

- '_--Assoaates are ihose ertities n wh ch Lh& Conso[:cﬁated Er;my ha:. significart |nﬂm:nr:f¢ but not con‘tml aver the ﬂnancta aﬂd c,peratmg poficies. -
- The consolidated financial staterents include the Consolidated Entity's share of the total recognised gains and losses of associates on an equity. -
" accourted basis, from the date that significant influence commences until the date that significart influence ceases. When the Consolidated . -
- Entity's share of losses exceeds its interest in an associate, the Consolidated Entity's carrying amount is recuced to it and recognition of
- further tosses s discontinued except to the, ex%sent ﬁ"tai’ the Corasoitdated Enmy has mcwmcﬁ %f,gat or constmczsw, ob[soations or made
payments on behalf of an agsociate. ' . . o -

; :';tn the Ccmpanya firancial staternents, |{Lves£m€,ms i assacwat&s are camf,cﬁ at *ihs: cos? ef acqu sftion, tess any fmpamment Iessc,s

o Entramgz oup balances and any mmahsed gams and |OSS{;3 or TGO and @xpenses aftsmg fmm mtravgmup tzansact;oﬂs, are eilmlnated 0
'-.'pmpaz ing the consolidated financial staternents, ' . o . .

"-__'L}nma isedt gaing arising from transactions with associates are f_tzmmated 10 ihc, extent of “Zhe: Ccmsc, |da'i’e«:d Enutys |nteresi in “Ehc, enmy WF"?}
L ad uszmmis madf: to Lhe: mv;tszmmi in asso a{es and sham of assomates net pz of t accomis e . R

) -..:(é} Revenue r‘eccgnmen R e e T SRS
Re:venu&: are mcag sed at fa;r valm: of mc, congk dez auon rece vacl net of fhe amaunt of geods aﬂd services tax { GST) :

-.Sg;esmveme T U PP PO S T R W
“Sales revenue comprises revenue e:am&d (m,t of returrs, ciscounts and ailowancr_s“) ﬁ“om the provision Qf [t oddcts oF services, Rew_nuf_ ﬁ“om
“the sale of goods is recognised in the income staternent when the sipnificant risks and rewards of ownership have been trangferred to the, -
“buyer: No revenue is recogrised if there are significant uncertainties regarding recovery of the consideration due, the costs incurred or to
- pe incurred cannet be m&az\umd re: iabiy ther& 15 & risk of r@tum of ooods or th&ze‘: i cc,ntinuing mana,gement invo%ve«:mem with “Ehe: geods

: .'unfulf lledt service obligations.

- Th& acmuntmg policy for futwgr; exchanga gamsﬁosses af“[smg fmm htdges of ‘fc::te:casL saif,s iransaci fons zs set out i accountmg poi c:y {h,

_'--Othermcome . - e RS S
- Other revenue, mcludmg govemmmt gr‘amg, is rtcogm:ed on i systemattc basis as income over ‘thf_ per lOdS necessary 1o maic?a it Wi'l.h the
- related costs for which it is imtended to compensate or 1{ the costs ha,ve al:&ady b(ﬁ‘ﬁ,n trzcm“&d inthe p&mcﬁ iy Wh[ch ft bacom&s mcuvabif, '
--._Wh ch is when 'zhc, s:nttieme:nt is confirmned. - T : - '

.:"Sa!esOfnoncurrentassets e P . . e s e
Tthe gam or Eoss on disposat ofnonwcurmnt Assets is recogn; sed as other operatmg incomf, at mc,_daia r;cmtroi ofﬁ‘:e assei passes 'io the, bu el L

The gam of Eoss an disposat is ca[c;uiawd as th& diﬁ&mnce betwc,m “Eh@ Carrys ng amount of Lhe asset at ‘Ihﬂ tirme of d[.-;posai and th& ne@
- procesds on disposal (induding incidentat costs). - .




Juno Eb(}u

' T-f{e) Goedsané services tax . R o PR S OO S
“Revenue, expenses and assets are recognised net of the amount c:-f GST, except Whezea thf, amaount Qf G5Y mcurmcﬁ is not recovezrabif, from
e taxation authomy try 'Lhe:S& circumstances, th& GST Is r‘egogm:&d as part of the cost of acquasition of the asset or as part, of the expense. -

_"--R&ce«zwabl&:\ and payabif,s are sia{ed wrth the amoum ca‘ GST included, Tm net amount of GST recc,varabie from or. payabte‘: to, the mlevant

..._Ca:‘h ﬁows are mcl&d&d in 't?v:, aiawmmi of cash ﬂc;ws on a gross basis. The GST components of cash ﬁows arising fr’om mve:szmg anci f nanc; g .
aC.‘ttVfiI&S Wh ch are racoveraiat& from, or Dayabie “EQ. “Ehe: miwant Laxattor azjthor‘iiy are classn” f,l:E as Qp&z a‘tlng cash ﬂows - e '

.--__{f} Foreign wrl‘ency

"_"--Foreigncurfencytmnsaawns e e . e e e oS .
- Transactions in foreign currencies are traﬂslaied at the foreign exchange rate ruhng at th& ciaw of the: fransactiorn. Mom_{a.ry assets and iabilities -
- dencrninated in foreign currencies at reporting date are translated to Austratian doliars 2t the foreign exchange rate ruling at that date. Fomtgn "
- exchange differences arising on translation are recognised in the income statement. Notemonetary assets and labilities that are measured in © .
-terms of Historical cost in a foreign currency are translated using the exchiange rate at the date of the transaction. Nor-monstary assets and -
-+ fiabilities denominated in foreign currencies “Ehat are statecﬁ at 'ia r value are, iransiawd w0 Austral ian, doilai 5 at foruga &xchaﬂge rates ru mg at '
the daie«:s tha fair values were duarmlneed '

.'-.Fmancml statements of fare;gn opemtzons S e T e L

- The assets and labifities of foreign oper‘azions mdddmg goccﬁwril and fair valus: ad ustments arising on c:cmsol cation, genera ly are “Zranslated to_--.._ .
- Austrafian doliars at foreign exchange rates ruling at that date. The revertes and expenses of ﬁ::re i ope:railoras are frans aiead e} Aﬁstral

'.._d %Iazs at rates appmmmaimg U"af_ for e;gn &xchange rates ml ng a'z '{he dates of Lransacuons L - s T

' 'Exchangt dtﬂamﬁcas amsmg from the iraﬂsia‘iion of Lh& net investment in fore gn oper a‘tlcms, and of mlatecﬁ h&dg&s are, Lakcn o th& fomlgn e

'-.:{g) Denvat&vefmancnai Instruraents - e T T T e T
T The Consolidated Entity uses derivative financial insfruments to hedge |t.-; EXPOSUre 1O fozugn txchang@ arising from opc,ra‘ilonai f nancmg
'and mve:stmf_nt actzv ties. In accor ciance W|th its ir“e:a:\wy poi Cy, thc, Consc, [daie:d Ery thy dec,s not held or sse deiwatwe ‘f nanf:tal

Demvaiw& financial instruments are recognised ind Ualiy at fan" valaf, Sﬁbseqwm to initial mcogmt[m df,mvatwe ﬂnanmai ingtrurnents are stated
" at fair value. The gain or ioss on re-measurement 16 fatr value is recognised immediately in the income statement. Howeves, where deﬂvai\fes L
ety for hf,cige: accc,untmg mcogmtton of any msu%iam gam or. toss depancé:\ on the_na:zu“e of 'i_i"ls, ziem i}amg hecﬁg@d (see accc,um ng o

. poiicy (). : : _ L

“{h}, Hedges .
Cash flow hedges . L
. Current pormdp{}ffy T e T e L
- Where & derivative f nanuai irstrumient s CE&:\ igrated as a h&cﬁge of i?‘c, var tab vy in cash f’ s Qf a mcogm:ed asset or Elab\ ity, or a hlghly -
. probable forecast transaction, the effective part of any gain or foss on the derivative finandial instrument is recognised directly in equity W’hen_ -
- the forecast transaction subsecuently results in the recognition of a non-financial asset o non-financial liability, the associated cumulative gain ™

. orloss s rernoved o equity and ingluded in the initial cost or other careying amount of the non-financial asset or liability i 3 hedge of 3
. forecast transaction subsequently results in the recognition of a financial asset.or & financial liability, then the associated gains and tosses that =

Cwere recognised directly in equity are reclassified mto the: rncome statf,ment i the«: same pertod or pwocﬁs cémng wh:ch “ihe: ass&t acquar@d
- or lability assumed affects, ma income statement. 5 - : : C T .

) - For cash flow hadges, other than those covered by 7_?;& pr@cedlng statement, i?v:_ assamatecﬁ r_umuiailve gain or foss s remov&ci ﬁ“om &qu ity and
--._mcugm:&ci in the income S‘iatemmi i Lhe: same per‘mcﬁ o perlods duzlng W?uch ‘the hr_dg&d for‘ec;asi traf;sactlon affecls 1he income. siatemmi '

. th,n E m@gmg fstrument expires or is sold tf,rmmaie‘:d or f,xemsc,d or '1_3”&& Company rtvokes céf,s ipnation c;f the h&dge refationshin but the -
oo hedged forecast transaction stil i expected to occun the cumulative gain or foss at that point rermaing in equity and is recognised in acc;mdanc& U
- with the above policy when the transaction occurs. If the hedged transaction is no longer s,xp&cwd 10 take piac&, then the cumuiative -
N ﬁ_mma |s¢d gan or Ioss recopnised in aqusiy i recogmsed lmmeﬁd[ately iy the | ncome statem&nt : : :




Notes é__c;x_‘ihia_ financial STAtEMENTS. coseor i s i convolld enies o e o oo 0o 2006

: ."-{:Om]‘)ﬁfﬁﬁf‘({‘ J}fsﬁad J)Oho/ . e e S R . L s T, . .
- For the year ended 30 jame 2{)05 the foliowing accounting treatment was applz&d transactions were des&gna‘ted asa h&dgr_ Qz’ i?le arti mpa’iad
specific purchase or sale of goods or services, purchiase of qualifying assets, or an anticipated nterest transaction, only when they were -~
epected 1o rediice exposure 1o the risks being hedged and were designated prospectively so that it was clear when an anticipated transaction
- had or fad not occurred and i was probable the anticipated transaction would ocour as designated. Gains or losses on the hedge arsing up -+
10 the date of the antidpated transaction, together with any other costs orgains arising at the time of entering into the hedge, were deferred
- and incleded in the measurement of the anticipated transaction when the Lr‘aﬂsacttm haci occuz r@cﬁ as d&S[gﬂa’t&d Aﬂy 93[?‘5 or Eosses on ihe o g
- ._h&dg@d transaction after that date were mdad&d in the i income statement. | o : :

~The net armounts r@c&wabl& or payabif, under forward foreign exchange contracts and the assoaated dtf&zr@d gaing or Iossc,s were mcozdf,cé .
~on the bafance sheet from the date of inception of the hedge transaction. When rer;ogn s&d ihe net. recwabi&s or payables were mvala&d _
Cusing the foreign currency &xchange rate current at “thf_ report ng date. : - : R

. When the anticipated transaction was no longer expc,c;tecﬁ to oceur as des gnawd 'Lh: df,f&rmci ga nQr [oss mlatmg to 'the hedgad 'iz ansacw o
was recopnised immediatedy in the income statement. | n I e e e

- Where a hedge transaction was terrminated early and the animpat@d transaction was suli axp&cled 10 OCouw a3 dé‘:‘ﬁ[?ﬂaf&d daf&z red gaing aﬂd_
~losses that arose ot the foreign currency hedge prior (0 its termination continued to be deferred and were incuded i the measurernent of
U dhe purchiase or sale when it coourred Where a hedge transaction was terminated early because the anticipated transaction was no longer - -
I _"'-_'-s.xp&ded 10 ocour as dest gnat&d def@m el gams and ic:s;.es Lhat arese on 'thc, fomtgﬂ cur mncy hf,cigs, pt ic w rts Lerm ﬂamn were. mcludf,cé .-

Ga ns or iosses 'i_i“aa; arose p1 Wor {0 aﬂd PO “Zhe: maturity Of transactions @flt@f‘i’:‘d ittt undf_r hwge 1ol Qe si:atf,g[e:\ W def&rz wdand
included in the measurement of the hedged anticipated wansaction if the transaction was stlll expected 1o occur as desipnated. Ifthe -~
L -ammpated '3.I“ﬁﬂ‘$af1|0{2 was no. scmoet f,xpec;md o Qegur as, df,s gnawd galns of tossas were r&cogrusad smmed ately in the income szatemam :

j. 'Hedge of mmemf}, o5561s and Imbdmes e . e T o
“Wvhen a dertvative financial instrument i used 1o mdg@ economtcaily ihe for@tgn e:xchaﬂge EXOTSNE of a mcognsse:cl mom&azy asscz or habdrty i
.'..'hecig@ accountmg is ra‘i appir&d anci any galn ot Eoss on the hedging |n;tmmcm is recogn se:d ire thf, income staterent. ™

- Hedge ofnetmvestmem in foreign opemzwns A D S T B
o The portion of the gain or loss on an instrument used o mdge a net nvestroent in a foreign oparatton 'ihat i dcaterm m,cE to b& an effeutve -
E _'_mcﬁy@ s iecogmscd ci:rectly iry eqmty T inefiective ;Jor*{zc,n is recogmsed |mmedlatf_[y 0 th& ncome staternent. . 1 - o

() Cash ar}d Cash e{;uwalems BT T P e S TR
~. 1 Cash and cash ecgivalents comprise cash balances ar;d cal df_pussis wr!h EHECY ;glnai maturlty of ihme months or less. Bank ove:rdraf Ls Lhat are -
" repayable on demand and form an integrat part of the Consol: datf,ci Emrt)/ 5 C&Sh manag&mm‘t ane [ncludf,ci asa mmponeni of cash and cash

: 'cﬁ{mvalum for the Pwposc, of the statement, of cash ﬂows S o _ o

LA pmwswm is mcogms&d irs the: balance shf_c,t th,n Lhc, Consoliciated Enmy has a pz esent legal or ¢ constr ur:tlve oblsgatleﬂ as a msuii of & pasz-
o 'cvam and :1. iS pmbable: that an, ouzﬂow of cconom;c ben&ﬁts wsli be r“equtmd o seftie ihe obl ga{scm SRS '

' '_va:ssons for wartan! ty ciaims are made for r_[alms [ mlatlcm Lo sal&s made pHo: o ihc, mponlng dlate, bascd vy’ h St tcai ciatm rates az‘ad
- respective product populations. The provision is determined on 2 discourted cash flow basis. Warranty periods on hardware pmducts &xtend
for thze:& 0 I{} yaau The Consoi dat&d Ent:ty is cxp&ctf,d tc: |nc;uf Lh& ma o |ty of i%ze %labil ty over th& nexi thy e tc, B3t yc,&r“s R

_"A pmwsmﬂ fcn c%mdends payabie is mwgm;w in ihe ﬁnanczal pei [ocﬁ in wh ch Lhe cé:v dends arg daclaz &d

Restmctunng, emp!oyee termination benefits and syrplus !ease space e e T e
" Provisions for restructuring or termination benefits are only recognised when a detalled pian has been appmvc,d and the resimciurmg ar -
“ U termination has either commenced or been publicly announced, or firm cortracts refated to the restructuring or termination benefits ?save: L

“been entered inte. Costs related to ongoing activities are not provided forThe Tabilides for Eez* mmatlon ben&f s ‘ma’t w:[i i}e paxc;i a2 n:sail Qz’ g

Cihese msuxcturmgs have been i} uc,ed i the. prov:suor for employee benefits, "0

; _"messon ts made for non-cancellable operating lease rentals pavable on surplus izased premises when it is d&*tcrmme«:d ‘iha{ ate} substantlvf, e
o future benefit will be obtained from their occupancy and sub-lease rentals are less than the lease rentals paid. The esilmaw is calcu a‘te:cl based -
- '.._cm discoumed ne‘t futur“e cas?a ﬂow.-;, using 1he mtfér“es‘z ra‘{e fmp[zmt it thf, Ieease or an esttma‘w ther“eof L -

_:_Seffmsumnce e T e T T e L . o
e CQmpany seff-insures to manage c&z*tam risks associawd wrih op&z atmg i i3 ting of busingss. Omstandmo clazms are mcogm.-;ecﬁ whm an
~Incident occurs that may give rise 10 a dlaim and are measured at the cost that the entity expects to incur in settling 1 the daims, dismunted

L .’usmg arate that mﬂeas currem market assessments of ‘thf, tirne value of money and the risks specil; < to the fiability . - '




N@é@b %:Q N{! ?Q fﬁciﬁfw E f:ﬁi&t@m{?ﬁﬁj Cochlc‘w §_|n”.-.d _a_ﬂ__{.f s qogvpllgd & s_ibz"‘z?w;e .__gzg.cle_d_ aGJumEUGn |

"""._"Makegoadfease costs T e e T e e T

- The Consclidated Entity has a numbu cn‘ operating I&*asas over its ofT ices ‘Lha{ recuirs Lhc, asset 0. bf_ rewmed o the: [@SSOF‘ s} i'l.S of |gmal
- condition. The operating lease payrments do nat incide an element for the repairs/ioverhatls, 70 o ™ D T e
- "A provision for make good lease costs is recognised at the time it s determined that # i pmbable that .-;ur_h CO5ES Wtil be mr_umed in a future -
" period, measured at the expected cost of returning the asset o the lessor in #s original condition. The Consolidated Entity is expected 1o incug..

~the fiabifity within the next 12 years. An offsctiing asset of the same vaiuf: i aiso r“fac:o?m;&d andis C|aSSif fﬁd g} ptam and equ pmem Thzs assw{ L
s amomsad o Lhe: income statement over th; life of the: tc,ase S : : S :

:- &) mt&rzgnble assets
- Goodwill -

. All business combmataaﬂs are accounted for by applymg the pur“chasa mu?}ocﬁ Caadm I repmsents *ihc, dlﬁ’ez wnce ba‘iween “thf, cost af thﬁ, -
-acquisition and the fair valye of the net identifiable assets acquired. :

.:"_'Goedwsl ss stated at cost bsg any accunu a{ed |mpa rmmt icssas Goodw i ai[ocated Lo cash gc,ﬂeratmg umts aﬂd o, lor&gw amomsed

" Nfégaiwe ?uadm 3 ausmg on an acqutzmon 3 recogn sed dtmcﬁy in ﬁ”t{, income sia{emgm_

_.'.Enterpnsefesourcep!ﬂnmngsystem .. et e e e e e
- The external expenditure incurred on hardware and sof‘;wam aﬂd the cxtema% costs necessary for ?_i“ts, zmpl&mf_ntaiion of the sy;t@m arg oL
- recognised as an intangible asset, to the exdent that the Company controls future economic benefits as a resuft of the costs incurred, and s 7
- stated at cost less accurmulated amnortisation. Al internal davc,iopment ilcenc‘,& and :;u;)port costs atmbatabie 'io faasb ility, a?*c,matwe approac;h
' 'assassm&m and |mp§am&n tatlen are. expans&d as mcurmd

Research and deve!gpment expend;tyre L

- Expenditure on research activities, undertaken with the pmsp&r‘i Qf 9amlng new SCI&l"ltIf Icor ‘{cahmca mowl&dce aﬂd undf_rslandmg s
. erecopnised | in “thc, NCOME Statement as an expense as ncurred. o : :

pe]

Expendltum o df,vc,lopm&ﬂt aCtivities, wh&z ehy research f ncﬁlngs are appl ed toa plaﬂ or d&5|gn for the pmducazon of new or sat}szam aliy RRERSR K
~improved products and processes, is capitalised i the pmducz o pr‘ocess lS tﬁchmca by and commf,maily feambi& anci the«: Consol datf,ci Emfzy -
“hias suffictent. resources 10 complete devel fopment, I - . :

: . The expenditure capitalised includes the cost of mater zals. d rect ta,bc;ur aﬂd an appmpria‘te proportion Qf ov&z‘heads Other devtlopm@m 2
- gspenditure i recogrised in the hcome statement as an expense a5 incurred. Capitalised developmam expmcéftur“e is Staied at r;osl Eess '
accumalatw amor‘tzsahon (sm below) arad tmpa;rmeznt Iossc,s (sae accounting pol cy (i}) -

".ﬁ__'OthermmngibIe assets. I e T e
- Other intangible assets, pring paily compnsmg of L&chnoiegy acquired, custorner r@iaﬂonsh ips ancﬁ rtediectual pz‘operty are acc;mrezd |ndmc§uali)f o
- o i?;mugh b%_iS ness. cumbma{mns and are s{atecﬁ at cost Ie:ss accumuia’wd anmot U.‘;aUC}%’l (se& bciow) and |mpa r*ment %osse:s {see ac;count ng

- policy {). T e B

""'Expendltum on mtemal iy gen&z ated goedwsl H{ld brands fs. reecogmse\i I Lhc Income. statf,m&nt 3 an expense as |nc;urmd

L Subse@uent exPend:mre e L e e T
- Subsequent expenditire on capitalised miangbl& assets is capﬁal ised cmty whe:n i mcmases 'i_i"u:, future economm bezmﬂts embod[ed in the
'-.spacaf ¢ asset 'tc: wmch rt re:iaies AI oihet experldz{uaw is e:xpmsc,d as. mcurred T = S e

'-_'_'_Amort:sazmn TR e e I .
- -Amortisation is charged to 1he income staternent on a straight-ine basw over.the c,:\t[mat&d usehd lives of the |ntang blc, assets mle:\s :;ur_h T
“ves are indefinite. Goodwill and intangible assets with an indefinite usefll iife are systematically tested for impairment annuatly Other intangi blc, .
.. Assets are amortt:ecﬁ fmm Lh& dat& ﬁ";a{ thf,y are. avaéabif, for use. The f,s! mated useful Hvgs, for the current aﬂd compa? ative pet |oc|s are - e
as fOilOWS BT . BT L e .. . . :

L E_.'Accsmzeed iechnology

_"-.Ent&i prise resource plannmg system &
- Customer miaﬂcmsh;ps '

Ir;feéleer‘:tua[ property

'--..Capnalsscd deve«:opmmt&xpend\tum



- Ngtﬁﬂg hg{:) é:h@ {ﬂ&ﬁ{u i &5 E&iﬁwm@ Y%i@ Cochizar i_im_'rted and 'rL_\;_cp_n'm.llggl_.mﬁ;:égs.f{x : year ehded 3{)Juﬁc .1(_}06. .

:"'(I) Impalrment L
- The carrying amounts of the Consottdat&d Enilzys asse&‘is, othez“ than ivertories (sc,& accouning poi:cy {ﬂ}, e‘:mploy&a beneft a:s&is
see accosmzmg poncy (0}) aﬂd dtfen ecl tax assets (see accoum ng polzcy (q)) are rewawezd at ezach repor tmg da’{e 0 df,te:rmm& L

-

'--For geodwzli assets mat have an mdef in w usefui life and ﬁi&mgbl& ass&ts ﬁ"aai are noi ye«:t ava:[able for use, Lhe mcovu*abit amo%mt 15 st mateci
.t each balance sheet date. ' w0 - : : . L

..'An Impairenent foss is r@cogmsad whmeve:r Lhe careying amount c;f an asset or its cash genczatmg wrtit cxceeds its mcoverat}ie amosmz
- Impairment losses are recognised in the income statement unless the asset has previcusly been revalued, in which case the zmpa[rmenz
U loss is mcogmstd as 2 reversal 1o the extent of that previous rc,\faluazlon with any excess recogni ised thmugh the | Income statement.

lmpaicmernt losses recognised in respect of cash generating Units are aliocated first to reduce the carrying amount of any goodwél allocated to
| the cash generating uni t ora gmﬁp Of umts ancl Lher; o reducc the«: cary ymg amount of the othcr asseis i the unit ora gf o“p of umts ona o
. prorata pasis. - : : : - -

:'-Geodw;[i and indefinite- iwed in tzmgtblc, assets were tf,st&d for tmpa:rmem a{ } juiy 20{}4 Lhe: ciate of tnansaimn to AirRS even ﬁaough no -

o |nd[c:atzon of } ;mpammmt exriad R e S

- ___":-Calcmatmn of recoverab!e arnount '. 5
e Tne mcoverable: amaount of the Consoitdated Enmys Evestrnents in hcld “to-maturity receivables camc,d ai amori;s&d cost is caiculated as ihe: .
- present value of estirmated fture cash Bows, discounted at the origingl effective nterest rate (1 . the &ff&c?w@ miamst rate comput@d ai inigat -
o recoghition of these finandial assets) Receivables with a short duration are not discourted. e : )

U lapairment of receivables is not recognised ontit objective evidence is available that a loss c,vent has occurre:cl Sipnificant mcwvabif,s are
- indivichiatly assessed for impafrment. Impairenent testing of sigrificant receivables that are not assessed as impaired Indivickally & perfor med -
by pladng them o portfolios of significant receivables with similar risk profiles and undertaking a coliective assessment of impairment. N(}ﬂ~ -
_significant receivables are not individually assessed. Instead, impairment testing is performed by placing nonvsignificant receivables in portfolios Qf -

33' s;m;[ar risk profiles, based on objective evidence from historical experience. adjastecﬁ for any effects of conditions existing at each balance. datc

:' : Thc, ailowaﬂce for tmpan‘m&nt i caicula‘cad wn:h refeg ence 'to *iha pmf la of d&bzom iyl “th& Cmsol datf,d En‘t :;/s SR[&‘S amﬁ marke:t ng mgloz’as

Thc, mcovuablc, amount of othu assels i Ihf, greater of‘thf_n fau* vaiu& Ie:ss costs o .-;&I and value in use. n assessing val&e: iy 158, 'ihe: S
- estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of Lhe«:
. time value of money and the risks specific to the asset. For an asset that does not gener, ate Iarg@iy zndependf,nt r,ash mﬁows, ihe mcavezab '
" .'amem“z is da‘ieg mmed for *mse cash genu‘a@mg uni 2 1o Wh c:h Lh& asset i}e angs . - R : :

"_'_‘-Revoma!so,rfmpasrmnm T T TR TP S e i
T '._'An [mpaumem Eoss in mspec’c of a r‘ecewaiale camed at anor used costis r“ever“s&d 1f Lhe»: subs&quegm increase in recovarabie amomz can be

e En mspect of othar asseis, an irmpairenent ioss i r&vus&d Wh&ﬂ th&ze i 3N mdtcat N that ‘ihf, |mpa r*’neni ioss“ may ne tonou axist aﬂd 'ihe«:r‘e
" has beena change in the estimates used 10 daermme the recoverable. amoum ' e :

A iapairment loss is reversed only 10 the exie:r;‘t that the asset's carrying amount do&s not exceed Lh& cary ymg amount that Wouid bave
ba@n dezamm&d na of dtpmﬂ&ﬂon or amomsaficm |r 0o |mpa mmni ioss had been r@cogmsed L

j'--(m} Plant and equspment _'
.:'Ownedassets T e e Lo
- Hems of plant and eqmpmem are stat&ci at cost or decm&cﬁ cost tess accumu[ated depreciation (s&e bc ow) ancE impairrang iosses

fsee accoun{mg puimy {i)) An assets co:‘z ;s detummed as cunszderat ion pm\r[cﬁ&d Déus :m;lciental cgs‘ts dlrectly a‘mzbatablﬂ 1.0 Ihe S
Lacquisttion. 0 T T e T RS e T L ) N e

: -__"-.Thc, cost of sci{vcemtructad asseis mr:ludf,s w:h& cost of ma’te‘mal and dtmc’c [aboug an appmpr[a{a pmpur“tzon gf f xe:cl anci var table: oveﬂheacis, '

:..'_'Sub.-;eaaem cosis in mlahcm i r‘eplaa NE a Par*t of ptam and aqu;pmtni e mcogmsecé i} 'ihe cartying arnount if it is pOSSIbit that fu’ium eI
-economic benefits embodied within the tem will low to E?‘e: Consc,lzdaled Emlty aﬂd the cosi of the zwm <an be m&asumd mtxaby AI other -
casts are mcogﬁmscci i the: ncome. Szatemam as ;ncurmd :




-~ Leased assets.

-.._.Oj}nmtmg}fﬂ{ﬁf‘s o . _ T e e e .

. Payments made under aper atlng leases are expenstd oA Szratgm i basss over Eh& Lerm of Lhe tc,a:\e except wh&ze‘: an aimmatw bass s
N0 sepmsmia’i Ve of 'ihe: pait&m of baneﬂLs to, br_ df,mvcci fmm th& Ic,asw pmpar’ty Mm e, [aase‘: paymams mciude ﬁxe,d r‘a’ie slep ups
e of p[ar;t and Ll pmem mcludmg iaasemld assets, are depr@aated using ihe si:aghi Hine muhaci over “Eheen" esti mateci tsedul tivc,s mklng
~inte account estimated residual values. Assets are d&pmmatecé fmm the«: dﬁtt‘.‘.‘ of acc;msmon o in respect of internally constructed assets, from -
_"_-Lhe tirme an asset is complmed and h&td ready for use. - B e o =

- Depreciation rates and methods and residuat valuies are mw&w&cﬁ aﬂmaliy 'Fgr_appr:;pri_atenes;. When changes are made, adjustments are L '
--_mf?ec*ied prospects vei)/ s current and future: financial pamcﬁs only - e T D e e

--.:'L__@as_fé_hed__tmprpyfe_tm_tms 5 9yeazs ::

_'-.'P[anz and. aqumc&nt ] 3 -8 years. -

: __'-.Invtntomes are carried at the IQwer of cost and n&t n:al sable va[ae«: N&‘L n:al sable valaje: is the E,Sttmatﬁ,d sal%mg pm:e ire 1hf, cmdma?y cour e_c_};f_
- business less estimated costs of completion and selling, marketing and distribution expenses. - - - o

'-._:Cosi i based on the first-in-first-out princple and includes expenditure incarred in acquiring the ventories and brmg ng thern 1o their s:mszmg
»condition and location. in the case of manufactured invertories and work in progress, cost meludes an az:)pa*opz tate sham of boé’a var table: ancl
'.._f xe:d ovaihaad cosis F;xed everhead co:\ts are allocated on the baSlS of normat operat ng capar;tty o : - SRR

'-_'{e) Employee beneﬂts

.'.'_:Deﬁnedcrmmbuﬁonpfans T ST T :
- Obi |gat[ons for contnbuttons to def n&d cemﬁbuilm pensu}r plaﬂs are recogms@d as an expmsa m ihe ncome szateme‘:nt a% mr;uzr‘eci

A |Z‘1b1[i1.}’ o asset i msptct of dtf et banefrt Siip&z ANEkon pians i ramgrused i Lh& balance sh&cfz anci is measumd as th& pms&m V&[JC of
- the defined benefit obligation as at the reporting date plus urvecognised actuarial gaing or losses less the fair value of the fund's assets at that -
'--date andc any mmccgn'sed past service cost. The: pmsezﬁ va%ua: Of the def m,ci bamjrt obitga‘cim is based on expec:ted future payme«:n‘is which

' th_n th{, caiculatton results i plan assels f,xcer_dmg |1Eib1[i!.l&$ to the Comoitdated Ertity, ths, mcogm.-;ecﬁ asset is timiwd 10 the net total of
- any urrecopnised actuarial iosses ancE past sefvice, coszs anci thc pms&nt value«: of any fuwr“f_ mfuﬁds fmm ‘th, plan o mducitons i mtur&
- 'cor;mbuuons to the plan, o : . L R

-..__Pa,st service cost s the increase in me present value of the defined bensfit obligation for ample)fe:e services in prior periods, resulting inthe .
T et penocﬁ fromm the m‘tmduct[on of or chang&s LQ posive:mpioymf,nt b&n&f 15 o other [ongmieerm e:mpioyee benefits, Pasi semcc, costs may

"cm ety 'thai match the estimated fu’iu;e ca:‘h fows..

- When ‘tﬁf: benefits of a plan are improved, the portion c:f the. increased benefit re:iat\ng 10 past service by employees is r@cogmsed asan -
-_".expense it ‘the income staternent orn 3 stral ghi ime basm over 'Zlhf, aver“age pmed uritif the bem;zlts bf_com& vc_stf,cé Jo the extent that Lhe:

' '-___The«: fuli amoum of ac;tuaz tai galns anci Eoss&s Lhat arise. :ubsaquent ‘rc; Lranssilon daie‘: w:[i be retc;ogmscd ci:rectly iy zatamc,d aammgs

-__'_Wages, saftmes ;md anpual loave . . e . e e R T e
~. Liabilities for employes benefits fez wages Saiam&s aﬂd annuai leave: expacted e settle wzihm 52 memhs of tht vear end mpmsent pmsent :
- obligations resulting from employess’ services provided up to reporting date, calculated at undiscotnted armounts based on remuneration wage. "
o and salary rates that the Consol datecé Emﬁy exp&:ts e pay as at. mportmg date inchach rzg retated on-costs, such as workers' r:cmpensaﬁon AR
) '.___msu[a\aﬂcg aﬂd Payg@]l 'ta}( . R B T R,




NCXi@S %:Q?h@ gﬁ&ﬂiﬂ&i S“i?ﬁf?i"i’“’;@ﬂ% Goch’car i__im'rteq qr&d i_L_s_ c_gn'mll@_f.l. erz?:i"i_';#s. f{)i_”'_t?j_@n ;.eegl_r__andefl _E_ngr_u_c;_;c}»af;,_..:...

- The prow: on for emp Qyee beneﬁts o Iong SErVICE %f,ave reprtsmis ih& pmsmi valle, of th& f,sttmated fzﬁm& aash outﬂows Lo ba maci& by
the, empioyez msu ing from employees’ services provided up to, reporting date. ©C o " e T -

~The provision is caicu[azed wsing expected fulure increases in remuneration rates, induding mlate:d CH-COsts and expected s&ttl&mm‘i da‘z&s
- based on turnover history, and is discourtted using the rates attaching o national government securities at reporting date, whi c:?x mc:rsi c[oseiy -
match ihe: terms of matu“ty of '{hf, related habdlt s__The unwmdmg of the d|scmunt is Lmateci as 3 long service leave exp&me«: -

Share hased paymem transaczwns B TV L T -
“The Company has grantecﬁ options anci performance :hams 'to cer‘iam empiqy&as under art Execuuvc, Sham Optlon Pan {ESOP} anci Lhe 'ﬁ
-.._Cochlear Executive Long” Term mcentwe Plan {CELT). - T T T e _ :

. The fair value of options and shares grame:d is recognised as an cmpleye»:e bmefrt axpms& wrﬁ“& a cor mspondmg inCrease in ec;uuy The falr
- value is measured a2t the date the options or shares are granted taking into account market and non-rmarket based criteriz and expensed -
- over the vesting period after which the employees become unconditionatly entitled 1o the options and shares. The fair value of the optécms -
- granged is measured using the Black-Scholes method, taking o account the terms and conditions attached 10 the options. The fairvalue of ©.. -~
“the perforrance shares grarted is measured using the weighted average share price of ordinary shares in the Company, taking into account -~
. '.___'*?‘& terms and conditions attached 1o the shares. The amaount recognised as an expense. |3 ad;usz&d to re:ﬂe«:c;t “Zhe: aciual numb&z of c:p[mns and
L _snarrzs that vest except whe:m for{&ﬁum Is due ta mark&! re»:iaied concﬁﬂons - . . . .

. The escernption under AASE | has been applied, resulting in no adjustrent being madf_ for s:}pticms graﬂted prior e 7 Now_mber 2002 Whlch _—
- had vesied before | fuly 2004, Optipns ?ranted after 7 Novembf,r 2002 anci mmamlng urvested at I january 2004 have i}een r&cogmbad B
- ﬁ_inmugh thf, opmng balance sheet. -~ - : U - SR : S

. Th’, Company opc,rates the Cochl&az Executlve Loﬂg ferrn Incentive Pfan {Performance Shar e:s} Trust (zmst} The Rl pUEpOSEe of the Trust .
:' -_-[s to glelle] mvest@d per roamanc;& shares as part of 'the CELTIP Undf,r AiFRS__the: Tr tst, qua |r ies as an equﬂy compensaticm p\an sp&c al p“rpese:_'_'__'

6 _:- ."At transition date th, Trus! bkt shams of 'thf, Compaﬂy The shan:s are. accountecﬁ {or as tmasury stoc;k and ke &ateci asa. r&ductron in ‘the:
: -ﬂ_sham capltai of ?_?af, Company ancé Lhe Consoldatw Emtrzy ' SRR : : : - L .

'-(p} Recewahies Lo TR RS SO
_'_"-..Tradf: ancﬁ oth&z rece vat}tas are statccé at, amcz*‘ﬂsad cost, te:ss ampa irenent ic,sses { {see accc,unt;rzg po |r;y ()

”'.".'.'_(‘2} Taxatlon S . U L S Lol T I L
Enccmez Tax on Lhe nCame Stateme:m fer Lh& p&ﬁods pr&sen‘fed c;c;mpﬁs&s c:sm“r,n% and defem:d *iax tncom& ”1.ax iS mcogmseé i ‘thez (ncome. .

.."'Curzmt tax is th& f,xpc,ctecé tax payable: ot the taxable income for the«: yaaf Gsmg 'Lax f"azes enacwd ar swbsiamialiy aﬂacted at, mport ng date,_' '
. and any adiusteent o tax payable in respect of previous years, ) e : e

- Deferred tax is provided using the balance sheet fiability muhoci providing for temporary dlf?&z BACEs be:tween t?ac, carrying amoiris cn‘
~assets and labiftes for financial reporting purposes and the amourts used for @xation purposes. The following temporary differences are not |
- provided for: the initial recognition of goodwill and other assets or liabilities that affect neither accounting nor taxatle profi, and differences -
“relating to investments in subsidiarfes 1o the extent that they will probably not reverse in the foreseeable future. The armount of deferred tax .
- -provided is based on the expected manner of, maitsatlon or. settiemc,m of Lha carrymg amount of asss:ts aﬂd [zabl IT:[&‘S, smg tax rates. enac’l@d
' or sabstanzivc,ly mac‘{ed at reporting date, e : : - : ' o

A deferred tax asset s recogrised only 1o Lh& extent that it is probable Lhat firtere taxab u ;Dt“Of ils wzli be ava:lab[& agains‘c whsch the: ass&t can. .
. 'be: Utdl:&d Def&z red ta, ass&ts ae, mducecé o 'ihe: eaxtent ihat it |s ng Jorlgu“ probabif, ihat the mlateci tax ben&f it will be realised. - :

'._'(r} Payables . T e _
:__"'Tradc aﬂd other payabies are s*iated at amort[:f,ci cost.

sy ! Im:erest beanng Izai;zlmes e e T T T e T

; Effective t judy 2005, iterest bcarmg Iabglzuas are mcogmsacé inttially at falr vaiue t&ss atmbmabif, wransactions costs. Subsequtnt to mrttai -
. recognition, interest bearing flabifities are stated at amortised cost with any difference between cost anci i@:df,mpilon value bemg mcopms&d in
- the income statement over the period of the borrowings on an ef?&ciws, mtf,resi rate basis, . . :

Untif 30 § junes 2005, bank foans were carried in the«: balance sheat at their principal armount. Interest axpms& was acoried at thf, conh‘acled
~rate and included in payables. -




s ibrthe year ended 30 June 2006 -

'._';{t) Netfmancmgcosts e L e e
- Firangial costs include interest, fmancc, C.h?li ges in r@spam of finance ieasas and foreion exchaﬂge dlﬁ&z ences net of the e:f‘zect of hedgc:\ on
: -bc}z row:ngs Debi &szabl shrnent ¢osts are ca,pltal s&d and mmgﬂlsad asa r@dudlen i3 |ntemst bearlng tiabl mees Thf_y are Ca culat@:ﬁ bas&d an, j'

'_"Intezeﬁst income zs reco?mstd as 11 ACCIUES. Dwdmcﬁ income, fmm >ubswarles Is mcogm;ﬂcﬁ by the paz&m when th& cElv dencls are declazed by .
--thc, subsdary ' L : '

'-.:D;[(ﬁed EFSis c:alr;u ated i}y dmcﬁlng the bas[c EPS SArnings, acE usted by ih& afzez; K e:ff&ct of financing costs assoctat&d with “Ehe: d[iutlve

potential ordinary shares and the effect on reverues and expenses of conversion to ordinary shares assodated with dilutive potential oadmary

:"-:;hams, by “zhe el g:hte:d average mmbar of Ofdmary s?aams ancl ds[m ive poienm[ ordmary shams oz’ ﬁ"lc, Company ad;usz&ci f’or any bcmu: |ssue.___

' "._{v) Segment reporting

A segment is a dlszingusshab[e: compoaem of the Consulzcﬁated Eﬂti!.y that i5 emgaged uLh&z vy providing pmdac‘:ts or ser vict&s within a particular
Ceconomic environment (geographical segment}, or in pmwdmg pmciucis oF su'vscc,s {bﬁsm&ss sagm&nt} which § s :;ub @d to zisks aﬂd F‘&WHI‘dS
that are dtffmmi ﬁ“om those of oth&z sc&gments e : ' :

-{w) Accountmg gstimates and |uégements L S ol e

" Management discussed with the Audit Commitiee the d&vc,lopmem’t seiﬂctim and disct Qsure of fihe Consoi[dawd Em’ltys cmlcal accc;untmg
po |c es and &SUmafas &ﬂd the applsca‘t:on of Lhese poi[c; H] and r,strmatas s SRR " : ' S
-._'Key solirces of estimation uncertamty
LIS Department of Justice foquiry -

~ " The Cormpany was informed by the U5 Dc,pa; *m&nt of ju:&zcc, Lhat Cochl&ag Amf_mca 52 whoily ownecﬁ sub; Jrary s, sub ect o a0, mc;utry Fc,z*
'--fuz’mu detatis, f“e;*fc,r Eo Noge 22 L o S . e

2 C%zanges in acco;mtmg poizczes BTN R U S SO o SR _
" ln the current financial year, the Company adepwd AASE EBZ Financiol fr}s?,rummrs Dzsn‘osum mc] Presentation {AASE . %32) aﬂd AASE 339
chmc:m Insuummts Rorogmfron and Mmsufemmz {AASB |39} Th[.-; chang& i accountmg peitcy has bf,en adopied in accor danc& W‘fh Ih&

I.'_"-impacl o the income state:m&nt of thc womparative. pmoci is n;l

": Reconciliation of opening balances affected by AASB 132 and AASE |39 at t j uly 2005: - '

oapany

Effectof 7
ergnsiiin fo

in ancondar

56,1645




'_'_-'.'N@%:ﬁws 12{::3 “{!zﬁfz ﬂmm

i fiﬁ { 25‘; g:@ (Y ?f:, § Y{S Cochiesr Himited and 13 comrolled e

ke pany

{a} Revenue

" Sale of goods revenue before hedging

- Forelgn exchange gains on hedged sales

208,285 -
_______ o

235076

- Revenue from the sale of goods

........... o

- ‘{c:tai revertie

235,194

348,966

.'..{i:a} Expcnscs

VU Cost of sales:

96,405

o Cither

" fotaf cost of sales

“Research and development expenses:

" Research and devalopment expenditure

o Capitaiised davelopment expanditure -~ amortisation expense

L Development expenditure capitalised

" Total research and development expenses

ey Other income

U Divigends from conirolied entities

" Grant received or due and receivable

e Osher income

 Total orher income

“ the foEEowmg frams!

" pmpairment loss/(gain) an ¢ rade receivables

" increase 0 Provisions

" Employes benefits expanse

" Clperating lease rental expense

.. Lossi{gain} on disposal of plant and squipment




" Interest income

" et foreign exchange gain

" Financial income

" Interest expense

7" Net foreign exchange loss

TUKPMG Australia

" audit and review of financial reports

" other regulaiory audit services

".'Overseas KPRACG firms:

"L other faxanon services

Overseas KPMG firms:

L taxation services

U international taxation services

7w gther assurance services

37994

588,757

257519

s
235789

738415

2714600

— .3%'744

257579 -
Cgyans
938786

628,744 -




8, |ncome % exXpense e EEmESESRIEERINRE L dEBEReRSRe

" Recagnised in the income statement

" Current tax expense

" Current year

* Adjustments for prior years

" Deferred tax expense

52,307
24,697

e increase i ncome axpense dus 1o

20 - "Non-deductible expenses

. Effect of tax rate in foreign juriscictions

" Decrease in INCOME tax expense due to!

" Research and development allowange

- Non-assessable dividend from subsiciary

e Effect of tax rate n forelgn jurisdiction

- Querprovided in prior years

- income tax expense on profit before tax

" Deferred tax recognised directly in equity

- Relating o derivative financial instruments




E\\g Qﬁ@ § “g: Q ih £ {M H & i {.,, g g id g:@ Y }@ Iy -E:S Cochlear Limited and &s controlled erdiies forthe year ended 30 June 2006

D Eranlat 7 Brade of

share Gt} vl payend

| financial vear by |

008

18 Mar 2003

.. Total amount

e Sep 2004 S

“Franked dihidands declared or oaid during the financial vear were franked a2 the -
e rate of 30%.

" Subsequent events

“Singe the end of the finangial year, the directors dedared the following dividends:

© Fipal 2006 ordinary

Totai amount

* Dividend franking account '

S .3{)% franking cz“edits avai%able 1;0 shareholders of' Cochiear mei'{ed for subsequent fir}a-r}céa% perioc;s
".The»: abuve amounis are based on the balance: of the céiwd&nd fr‘ankmg accoum ai yf,ar encﬁ ad}astféci for

_".' rranlmb redits that wz  arise from the payment oﬁ the current tax Ilabm{y. : i _

e fmnlmt, credits that the, Compwy may be preveried fmm ézs“tfﬁ}uifrg in qubsequer‘t financial years,

-_The abiiity to utdise the franking credits is dependent upon there bf&mg sufficient available prof s 1o dec[am dmdends The |mpad on Lhe
- dividend frar;kmg acmunt of cEwsdends pmposcd aﬁer balanc& shcs . _céa';_&_ b_qt not. r“f,_;_ordagi as a na__t_m |ty i, _tO__l_’_‘_éii_Cle_f_I*_C, ii by $_t 2___92{} 169 (2{}05__:_ _
- $10470.113). S e T T SRR

TN additionat current mx E|ab[ilty Wtil arise o Lh& exte:m that frankmg Cz‘e‘:‘dlts are a\-’atiabit in wh:ch 0o pay appropnatey ﬂ“anmd dividends. L
" Dividends iy excess of the batance of the dividend franking account will gither be unfranked or resudt in franking deficit tax babiity payable by =

- the Company to the extent that franking credits are pr“owdad that da not exsst Th& Companys pc,hr;y is Nt 10 pay. d wdmcﬁs Wf{h fraﬂklng
o cmdas ’ihat wi ] resy %It ina fran[(_ng _def <:|t tax, habi[zty '




g N Q 5@3 t{:} %h@ r ﬁ@;ﬁ{“ i b“{.dtﬁ EM{}Q ?b?’g:g Coghiens numd and iis cn_}n‘i.;;_nl.led anti @ .<§_E3_<J___30 }unoii)ﬂﬁ .

---3 Segmentm?m‘tmg U e L T L T
"In‘ter~sagmf_nt pricing is O an anms, Eeng{h basss aﬂd 3 céea?;ermmed i1 acceiﬁanc& wyzh Lr‘ansfer pﬂcmg an‘angemf_ms

'-.Segmem msuiis assets and iab lities mclad& items dsrer:lly atmbazable t0 @ segment, as weli as those Lhat can be al ocaied ona masonab

" Revenue

| Revenue outside the Consolidated Entity

"iner-segment sales revenue Y {175,239}

© Foreign exchange guing on hedged siles

- Total revente 348, 966

'.Segmemmsmi T 3 . ?é3z>| -

T Uinallocated {inss)iprofi ?81‘)

et financing (loss)iprof

" Profit befare Tax

" lacorne i EXpPETEE ; ' o (23835

o MNet profit (including minority interest) ; . . 58,474

" Segment depreciition and amortisition

O Unallocated depreciation and amortisadion

"7 Tousd depreciation and amortisation

Segment non-cash expenses other than.
depreciaton and amorisalion

.. Unallecated non-cash expenses ather than
© depreciation and smorisalicn

.. TRl nan-cash expenses ather than
o depreci&tiﬂﬂ and amartisation

(70,0393 294503 ..

| 502,696
T e289 . (5, 581076

259950
" Total fabiliies . . 348 035

Segment acguisiion of non-cunent assets , 5344

7 Unallocated acquisition of non-current assets

' Totai acqu;smcn of ROM-CUFTENE assets

_'Secondaryrepcrung _ S . ; O e
The. Corlsolldated__Enmy cpuaies m a smgle busm&ss Sc,gme:ni bc ng 'the tmplamabi@ heazmg dewce mdus’try




nancial statements come i

Lungotidared

9, Earnings per share

" Basic earnings per share

" The caiculation of basic earnings per share for the year ended 30 June 2006 was based on net
- prefit atiributabie 1o equity holders of the parent of SE0032,000 (2003: 359642000  and 2

" issued ordinary shares at b |y

’ .Effect of shares issued on 24 Seplember 2004 i

" Effect of shares issued on 21 September 2005

" Effect of shares issued on 30 September 2005

- Weighted average number of ordinary shares

" Diluted earnings per share

“The calculation of divied earnings per share for the year ended 30 June 2006 was based on net profit
. attributable o equy holders of the parent of 380032000 (2000: 359 642.000) and & weighted

- {2005 54262.919) caiculzted as follows:

" Met orofit attribidable to equity holders of the parent '

- .Weéghzed average number of shares {basic)

. Effect of options and performance shares

o Weighted average number of ordinary shares (dduted) .




30,542
17350
59,238

T Forward exchangs contracts

“ Total non-current receivables

. 1 i_'i{;ventar;es L e e L L

U Wark in progress

. 6,472
- Finished g{jg{js ........................................................................................ s 22‘82(}

" Total inventories

4

<142, Other current assets - R

= Prepayments

e 13, Other financial assets - 000000 U DR, B

o Shares in controdled entities, uniisted, &t cost Z

- Cther amounts recevable

" fotal non-current financial assets




‘N

Z'.'-.i 4. Plant and equipment

" Leasehold improvements

AL cost

- Accurnutated amortisation

AL cost

" Accumuiated depreciation

©Agditions

. Disposals

T AmGrtsanan

" Effect of movements in foreign exchange

" Carrying amount at end of financial yeer

7 Plant and equipment

" Gisposais

" Depreciation

) Acquisitiom through busingss combinations

© Effect of mavements in foreipn exchange

" Carrying amount at end of financial year

(26,627)
H1,675

14706 .

43
@rey

TTrens




NS Intangible assets USSR e EEEmmmmmmaes

" Geodwill at cost

"+ Acquired technology

" AL cost

" Accumulated amortisation

- ntelfectual property capitalised, at costd

6 Capitalised development expenditure

T At cost

CU Accumated amortisation

T Other intangible assets

AL cost

; Accumulated amortisation

T Toral intangible sssets 194,329



Lansodidated

. Goodwil

7 Carrying amount at beginning of financial year

T ACquisitions through Business combinations

(13920)
....... aonn

- Effect of movements in foreign exchange

" Carrying amount at end of financial year

" 'Acqaimd rechnology

: 'Carryéng arnount, at beginning of #nandial year

" Acquisitions through business combinations

CAMorisanon

T Effects of movaments in foreign exchange

" Carrying amount at end of financial year

" Enterprise resource planning system

4.66%
" Other acz:;uésé'a'zr?ms - 044 . 5 49
" Amoriisation (2669 ..
erectof movemem niorsgr g T T -
Carmmgamoutatenaotivaraayer L e am . a 2000
Customen relstonsips e e
g ot s begmg ot ey T ...... -
: Acqmsd;ons through business combinations L soe -
P S 00 maaes . s -
B E——— scrange T T T :

. Carry;ng amoz,nt at ené of financial yeu

. meEectuai property capitalised, at cost

“Carrying amount at beginning of financial year

" Acquisitions through business combinations

" Amortisation

- "Effect of movements in foreign exchange

i 'Caz’rymg amaunt af en{f of nnanmal yeu

U Amordsation

" Effect of movements in foreign exchange

- Carrying amount at end of financial year




- NQ?@S ?;5;3 %h@ ﬂw;c 5 &;mi@m@ggtg L

ronsolidated

7 Other intangible assets

* Carrying amount at beginning of financial year

- 'Acqazisitions through business combinations

- Amortisation

' :__"; _' Impaurmem tests for cash generatnng units centammg goodwnli
* - "The foliowing units have significant careying amounts of goodwill:

o Py

45 " Europe

168,002

- Tnc, mcoverablc amc:unt of &ach cash ey a‘tlng urit is based on valae«: N5 caicu[atzons Those calcuiaticms use cash flow projections based _
_on actual operating results and the three year business plar. Cash flows for & further two vear period are exdrapolated using a 3.5% perannum
' ".'.._9r0wth rate and are appmprﬁaie‘: becaﬁse i‘he mlatfécﬁ acquisi't'ons an: icmg =terrn busin&ssts Thiis gf‘@wth rate 'ts“ consiste:nt with ‘;hr_ %cmg 'L&rm_ -

_'The ﬁ&)/ assumptrom and e aspmach to d&'{ez LRI ng 'th@m value in ﬁ"ae cu :e-mL pu :od are

Assumpt&on . "'-._'ch éetermmeci

~Biscount.rate - ‘Baszed on Wughted average cost of caplta

L '-.:..Sales voiume: growth rate - Based on a Lhﬁ,c }fc,ar forecast taking into account historical growth rates aﬂd pmduct hf&cycl@ .

+ Termninal value growth rate

_ Based on a three year forecast Lakmg into account historical growth rates and product hf&cycle

- The mcovuablc armount of each r:ash generating unit including unallocated corporate assets s in excess of Lhe i Car rylng amounts
o Any adversc, change i assumpttons r;ouicf mdur;fé fhe r@mvcmbl& amoum below cafrymg amozmt




16, Deferred tax assets and liabilities -

o Recognised deferred tax assets and Habilities

- Consolidated

T lnveniories

7 Prepayments

 Other
" Net deferred tax assets / (Labilities)

.._'A‘t 30 lune 2006, 2 deferred tax labifity of $14.282,667 {2005 35,151 203) ﬁciating 1o an investménz.in a subsidiary has not been recognised . .3

) ':'_b&cguse the Company controls whether the fiability will be incurred and it Is satisfied Ih_a‘t__it_wiil__not.iqg_ mwr‘md iy the forgesa_ggbla .{_L_ftum.__ :




~Notes to. the financial StatemMents cusirumeiumiscmmid i oo o et pes 2.

[Nt

GEEELY Jesuiz

- lrwentories

'_"..F’repa}fmenis )

- Employes benefits

~ Provisions

. Deferred reverue 5373

L Foreign exchange movemant (353)

L Other

o Tax vatue of ioss carry-
L forwards recognised

2006

-+ Plant and 2quipment

O lntangible assets

“Irwentories

Prepayments

: Employes benefits

L Prosisions

U Deferred revenue

* Foreign exchange movernent ®

O {Other




17,350
28,046 972
18322

. Forward exchange confracts

" Total non-current other liabilities

: 19, Interest bearing liabilities

“Current

T Bank overdrafts .

" Bank foans, secured

" Financing arrangements

" Bank loans

" Standby ietters of credit

" Bank guarantee faciity

" Bank loans

- Standby letters of credit )

- " Bank guarantee fagilidy




'--;_Nmm “%:{3 "{hf;: F mm E s“i&iﬁzm@fm cc,;

ties for the year ended 30 june 2006

'.'_'-Bank overcirafts

" The bank ov&zdn&ﬂs are payabie on demancé and are Sub;c,ct to afmual revscw |ﬂ ere«:s_‘t on bank overdrafts is variable and is charged at .
.."'Pfet\faxlmg market 1“atf,s e - . . T o o e e :

3-'-Bankicar;s SRS TSP S e o
- The bank |03?.‘5. .\.".".‘?‘.ﬁ?5.39‘.".‘.?@.@’?.@??’1 .C.’.f. 8‘.“.3??5???9@@?@?)’. .ﬂ.‘.‘?. .QQ?‘QP?{?X?U_C.J. _a*_"?r_;?%}’%b'@_ Wﬁb’ﬁ.?‘f‘??‘?’f.“f‘? .ch?a??..R‘?.{@?F‘?.N?t.c’.?q

O IS, _

ANy

20, Commitments -

© Operating lease commitments

. Future non-cancetiable operating lease rendals nor -7
- provided for in the financial statements are payable as foliows:

" Mot iater than ane year

" Later than one year byt not later than fve years

" Later than fve years

U Total commitments

" Capital expenditure comenitmants

- Contracted bt not provided for and payable:

3% Mot %a‘&er than one year

The Censohcﬁa el Entity iaases pmpu“ty tmdez il faﬂceilable c,peratmo I&ases expiring fmm ong 0 seven yfear“s Leases generally pmv:cﬁe
~the Consolidated Erdity with 2 right of renewal at which time all tferms are renegotiated. Lease payrents compﬁse a bai‘\t‘i‘ arnount plus an .
mcrame,mal conilng@n‘t rental Cc,ntmgent mm,as are based on movcmmts ins fhe Consumer Pﬁce Indes. : -




- Current

© Employes benefits

" Warranty

Whdarrarty

- Direciors’ retiremant, scheme

" Reconciliations

o Reconcitiastians of the carrying amounts of each class

T are set 0w belows

- 'Warranty

" Provisions made during finandcial vear

Acquisitions through business combinations

T Provisions used during financial year

" Effects of movements in tareign exchange

. :-.:.'Carryin,g amount at end of financial year

" Other and fegal .

U Provisions made during financal vear

. Acquisitions through business combinations

* Provisions used during financial vear

© Bffects of movemnents in foreign exchange

= ‘Carrying amount at end of financial year .

©Directors’ retirement scheme

T Provigions made during finandcial vear

 Provisions used during financal vear

" Unwind of discount

U Provisions made during financal vear

* Provisions used during financial vear

.: i .Carrying amount at end of financial year .




N G g@ S ?:0 ih ‘@ F § ”%8; {} {w ! . &;g. &{ﬁf W? @ ﬁ’g: S Lochlear Limited and fs commllc,d onieues f{}r the yc;ar c\r.wdcd aG Jur\e .1.0{)6

) '.Empoyee benefits e T I e T R L S
3_' Employes benefits include emtfiif,meﬂts maasumcﬁ at present value«:s of future arncinis exped@d 10 be pa:cﬁ based on a 5,6 p&z annm .
projected weighted average increase In remuneration rates over an average period of eight years. Present values are caloul a{e:d using & -
.W&gmed avc,r“age rate of 6% pe‘:r annum bas&d on national. govemm@nt se:c;m"mes wnh Sim&[ai mawmy terms LT

O 'Warrantles

: --R@fcr NOLE, I{;} foz dt‘ca;[: Qf how Lh& pmvzslor ba[ﬁ?‘{:& s de{ermm&d _ 3

- : Foz de:’ia;[: of [r_gal cc:s!s mtatmg to ‘thf, US Departmemt of J%}SLIC& {nquzy i“Ut‘E‘l" ’\Iote 22.For. d&ta\ s on the seﬁif insurance pmw:.lon

_".Durectors retzfrement scheme
_'_R@fr,r Note 2L e

Ma%te good iease costs - L L
R&far NOLF, I{;) fOf da‘ia;[: of how Lh& pi“’CJViSIOﬂ balaﬂg& i dew mm&d

- :-_'22 Contmgem Iuabziutnes

:_.:Tm: detail and estirmated maximurn amourts of r;ontmgmz uabdch,s are set out be O Thr_ d[i“{,ﬁ’EOI are of the opinion that provisions are ™.
- either adequate of are not required in respect of these matters, as lL ts uth&z not pmbable ?_i“tat a futum Sﬁt‘:ﬁf ke of r,c:onomsc ben&f 15 w % be L
. mcsuwed orthe amount isnot. capabte: of m[zabc, measurement. L : : - EE . SR SR

3_"-_US Departmem ofjusw:e nquiry . L DTSR e L
34 I March 2004, the Company was mform&d by the US Dapat‘tmam of Justice (DO ) 'ihat Cochleaz Amet icas, a Whol y~c>wn€»:d substd[ai Y,
"is subject to an incuiry under federal healtheare faws in the US that deal with the Medicare and Medicaid programs, inchuding some with -~
- potential criminat and civil sanctions. Discussions with the DO are ongoing, but at the date of this report, no spedific claims have been mad{, :
1'.'Tnc, CQmpany is coapeﬁi“ailng fuliy w:th ‘me: [nczmsy and has &ﬂgage\i 2 nafionaily h:zcogn sed Iaw ﬁrm W|th spemaiuf_d expf,rtisa in. US

-.t:}_ ._L__ha _d|reg;tcrs opinion, d_|s_;_c|c>3ur€¢ of._any fp_r__’th_&if_ _tn_fq_;matign .&f _Lh_& above nf_l_at_L&f .wou_ld_ig_e pre| L_Id_l_(;_la[_ 1o .1?1&__tm€~:res_t_s___ Q_f ti__?w: _Co_mpa_r_iy..

_'.Guaramees e e e

N Cochlear Limited has pmwded guarantess 1o Wcstpac institutional Bank fc,t toan %actilLes pmwded 0 Coc,h£ean chden_i—loldmgs, Coc?;leaz
'Z.__Amarscas and Cochlear Europe Limited, al whoi y-owned subsidiaries. o : R e :

- The Cochiear Sweden Holdings facility is a multi currency facility with a timit of eurn 4.4 m[ilaen o ec;uwalf_nt Lhaa ﬂof L
- The oulstanding | baianc& of the lean at mpor’mg date was SEK 8665 million {euro 944 million), ~ o o

' .-._Tf"f, Cor;h ear Americas ‘fac;:[;i)f ts for USD 120 million. The outstanding balance of Lhe: foan at mpurtmg ciatf_ was, Ush EZO mx[i

'Z_T{ha_ Cochiear Europe Limited facility is for. GBE-7.5 milkon. The outstanding balance of the loan at reporting d_ate was GBE 7.1 m;_li[o_n,




23, .Ccmtr‘ibatéd eqwty

" Movements in issued share capital

.""'8;3;;__95_3 ot boginning of fmandial year —_—

" under the Emplayee Share Plans

433,500 (2005 nil) shares issued from the exercise of options®

7 the CELTIPS

" Balance at end of financial year ' 50,746

" Treasury reserve

" Movements in treasury reserve

" Balence at beginning of financal vear . (0371 -

L
e




24 Reconciliation of movement.in capital and reserves attributable to equity holders of the parent..

. Consolidated

N U Shaes capial Srgmaswy L memhnica o fagngeal v Retnined Thsak Mingeily ..
Aty BRI [ [ TS X 3 HarmHngs e

. :'Balance eyt | July 2004

- Totl recogised income znd expense

- Crystallisagion of foraign cusrency
L lrarslation reserve

.Equét}f seltled transactions

* Dividends to sharcholders | 2832) (2832) - ey

Balance at 30 june 2005 50,746 ) ' U i04462 149920 T 154661




N Qt@ f.‘? “g: {:} ih @ .F {-’Z é:“% ﬁ f; E 8 i(i?: 63 m ﬁw ﬁ {: 3 Cor,hlem'- %.mit.e{ﬁ grl_{,f_.iis ;0.{|%1.'{;\,I!§d_ gnz:'i%e_s_for Lh;;yo&rendcc 3GJune 29{)6

ity e Minrity el espdly -

" Babance as af | July 2004 so74s (13T 51y - T 7582 124814 - 24514

- Total recognised ncome and expense & 0 #1475

- SEwres issued

- Equity settled transactions

. Dividends 1o sharehoiders ’ - - . Uz ...”(42_.832J . (42832}
Balance at 30 June 2005 3Ty {128) X 145,268 145,268

Treasury reserve. e e T o L _
:Thee treasury reserve compmse:s the on market vaiu& of shaf“es af:qu reci by the CELTIPTrusL

"Foresgn currencytransiatwn reserve e T R T A
- The foreign currency transtation reserve h:acords the {oz BIEN CUMENCY dlﬁ&z BCEs arising fr’om the fzanslat I of the f naﬂcxa sia.{emf_ms C}f

fc,re: gn opc,raﬂons whem Lhe ir [;mct ional currency is different to the presentation currency of the reporting entity. Refer to MNote 1{f) for

"'.Hedgmg reserve. T UL e e e e T e T
- The hedging reserve comprises Lhe: f,ffc,c:t e pCJf“ftcm of th& Cumuiaf e net change B Lhe fa;r valm: c::f cash flow h&dgmg st umc,nis refated to -
_'_'hc,dg&d transac{;ons that ha\r& not yet occ:uz“re:d o R L : :




U N fﬁ: &3 S %ﬂi} "E ! ?iw f ﬁ 3; ﬁ (_ : E fﬁ aélﬁi‘ 1 63 ?”% 58 Co.,' _;‘_A.s'..i;i[niz‘g:;_{J anl s contralied enuuc,sfo.mo y(:sroncfed 30 june 2006 -

. 25 _Not_e_s o 'the s_z_aze_mgr_\t_s_'of c:_z;_sh fiows -

. Cash mld an d&posn for p{,rzods net cxce&d ing 90 céays mwv&d an average |ntcrest rate of

B Commﬂy 5% (2005: 54%) per anmum; ; and .-

Consolidated. .7 '_5 &% {EC}OS 54A~) ,{)er annum.

'{a) Reconcﬂsatscn of cash ..... -

o For the purposes of the staternents of f“ash flows, cash it ucﬁ&:\ cash o hand and at baﬂk aﬂd {erm d&possis, et of outstancjmg bank o :
= "__'overdrafis Cash as at reporting date as shown in the statements of cash flows is recond Ied Lo ‘iha mlatad r?,eams i 'ihe balam;& sheeia
e followa R SRR

................................................................................................................................. Cansofidatad S .ﬁjﬁmpa“}-

(2450}
103,627

L Net arofit

" Add items classified as investing acrivities

" Lossi(gain} on disposal of non-current assels

T Add non-cash items

- Amouynts set aside to provisions

. Depregiation and amortisation

" Share based paymenis

" assels cnd I;ab;l;z;es

" Changes in assets snd abilities

" {increase)/decraase in receivables

U fincrease)/decrease in inventories

“{increase)/dacrease in prepayments (351}
{749
| 758

S.0I0

{increase)idacraase in deferred fax asseis {4.673)

(1.252)
T

U 'Increasef{decrease) in payables

S Ingrease in current fax Habifities

" Decrease in provisions

" {Decrease)fincrease in deferred ravenue

" Effects of movaments in foraign exchange (3.692)

103,009

Net cash provided by operating activities

Crs039




.26, Controlled entities -

" {a) Particulars in relation to controlied entities

Company

U Cochlear Limited

" Contrpfled entities

L Coshlear Bxecutive Long Term dncentive Plan.. e PRRE
" (Performance Shares) Trust

" Cochlear Europe Limited

- Cochlear Acoustics Uimited ol

" Cochlear Grabh Hee Germany

e AT N T Tea
...................................................... o T—
Hew lapan

eopras Py Lmid T . T po—
'.Cgcmear‘]'ecgmobgies - Limit? ............................................................. .. S 0 ._ ----- Australia 35
" Medical Insurance Pie Limited { Hew Singapore -

- Comiear Holdings NV —_—— M o T el

- Miaki NV @ 100 Belgium

....................................................................................... 0 ........................Be|gium

" Cochlear Benelux NY

" Cochlear France SAS )

" Cochlear France Holdings $45 & 100 france .-

............ - iwiy
T ot iear Swaden s T N o o P

HEY Swaden

" Cochlear Yalia SRL @

Erific Medical Systems AB

" Cochlear Canada Ing

‘Eraific Medical Systems SAS @

" Enaific Medical Systems Dautschiand GmbH @




E gi: (fi. %,‘fi E"%”% ‘53 § %{S Cocn?ear i_ummJ an st con‘imllod

ips for the year ended 20 fune 2004 -

""‘E\Eaim m “ihe:a _f mmc :

(b} Acqwsntzcn of com:reiied entities -

three distribution busmesses WETE anuu*ed beang

' » on | july 2004, ko Cocﬁle”u CO F_>m|1ed a w%*olly«owred 5ub<;|;;§=afy of 1?2{;‘ Compmy. :i{:{}uif{?d ‘zhe mchle"u mpiaﬂ‘* dlsl*z!}uizon ousmess El o rPs

d%susbworfoz {,ash B L PP T S

* on i july 2004, the Cmaohd ated Emiry Pii?{,h"i&?d 1007 of the wvoting shares 0!' Miakd MY, a distribuior of Cochiear Limited praducts, incorporated in
Bl @lum.f_\f{ _Zhe time of acquisition, Mﬁaéq NV owaed I(‘G% m 1&he ff}t?rg aharea of Newmed é; NV wh c?} was <sui’> equenily .rena_r_ne_ci__ jLo _C{:_c_?jlgar Benelux

- '.'» an 2 Nove”bﬂ 20(}4 ?hf‘ C‘omoil{:ﬁated Entft/ pw c’wseé \{)');é of the vo?mg shares of Blewmedic trz?e*"nahem %AS a distribetor of Cochlear Lm‘fed

T - - ..
44 L ———— - : T
© 1 Payables

" 'tmterest bearing liabiities

U Provisions

30,053

Goodwill on acguisition 165,284

Comdmiongad o
N .. CaSh acgvgr\ed ................................... { 9;039}
et et oo T 76298

- gl ofthe acquistions above had occurred on | july 2004, the Consolidated Entily revenue would have been 3379219919 and net profil attributable 10 equity -~ . "
holders would have been 354069073 for the )/9\:{' endeg ‘%{) june 2003 a<s<s{mmg the resuli durmg 1?29 {JPI sed przow 10 wqu*s tions Was ré’we same (or & pro- |ala L
bas«;) as. the period, fo’l{:wmg the acqwsun:ms EE E e . e S "




N Q%@ S %:Q é: h‘@ ﬁﬁ& iy i: ?ﬂ i && ?I::i?,@ t"{é 5’3‘ ﬂ i&) Cochle 4 Linnited >nd 3 corm.ollod cn‘imes ﬁ:>r“ Lho y.mr cndfd E Junc 20{)6

27 Key management personnei dnscioswes : e R

" The foliowing were key ranagement personnel Ofihc, Consohcﬁawd Emmy ai any Ezm@ durlng ‘tht r“f,portmg perled anci Lmif,ss othf,rwzsc,
’ --__mdlcated were key manag&mcraﬁ pc,r“somel for. the enttm pemod : . S .

Non- executive directors S '

MrTCE Ber grnan (Cha:rman) L
- '_"-.'-me BDO Andersor, AD (re 31gned 20 chber ODS}
M PR Bell (appomd ; August 2005)

- Prof € Byrme, AO. .

MR Holliday- Smith e

M P North AM B

- Mr.DP O Dwyer. \appomteci i Augusz 2005)

": Mr ] HVeeneklaas, -

Executive dirgctors )

DR CG Roberts

- -Drj Parker =

. Executives

MR Brook ...

=M N Mitchett

.'.'_'_'Mr M. Saimcm

'__'Mr CM mith.

s Key management ;;ersormei d%sciesures - B T, .
_The: key ranagernent personnel comp&nsailen is included m c,mpleyw banefrts expense as feilows

Lranaddidated LN pEY

E Post-employment benafits

© Other long-term benefits

- Eguily compeansagion benefiis

"'Indzwdual duu;‘tt:}zs and ex&cuﬁ fves remuneration dxsc‘_ OSUes mfmma’tion r@gaz‘dmg mdlvsdt}ai dsr&c‘tlens anci extecutives rermuneration is -
-pgov ded inthe Remamrat ion report on, pag& 62 70, : -




i famiﬁ:m&f;m Coctice

ves ended 20 june 2006 -

; i_unm;»d and fLS cmtmllecf erdities

‘Notes to the financia

--'Of)ﬁons and f}erformance shares gmnted as campensa:;gn e e
_"'-The movetmf,ni durmg the f‘nanma; year in Lhe mmi}u Qf thlons and pez‘formance share:s ovc,z Qrdmazy shar&s Qf Cuchlr_ar L[mltcci

U Mpsted aed oL Wasted and
.................................................................. U Emeegtsed o AR .'.'.'.f:”?*?*‘.ﬁ.}ffam“ avdg .o
fun ZHE

" Option holdings

- ‘Executive directors
" Dr CG Roberts

T Dr L Parker 112,733 28,447 (25,000) (25,000) 91,180 -

" Exetutives

U Mr R Brook 80,782 36,138 i K 6520 L

" Mr N Miche 107,847 27,949 (25,000) (25.000) 45796 —..

7 Mr MD Salmon 18904 27,174 . . 66,078 L

S M M St 165,830 28,646 - - 194,476

" Performance share holdings

" Executive directors

ey — TR oy T — ST E—
”..'DrJL?arker ..................................... s 2120 S A R s
e
47 R o T v eos —_— T T - R —:..
s T PP o R e o T
. 7 D Samon T oses o T T T a5 -
'Mr CM Smith ................................................ T s T T AR g T - S

'._"-_'-..No op'zmrxs hetd by key manageme‘m{ persom&l are vestcd but not exertisable.

AII opticns and performance shares granted in the 2{1"‘6 financiatl year were grantc,d Gl 22 Augusi 2005 ancE vest in Aagﬁst 008, -
.___Opttcms ha\,ma an c,xpwatxon date of 30 Septambez* 201 O No opt ons or p&r’fw TIance shan:s havr_ been granu,d smc& Lh@ end of L?‘e '

T All optens grant&d dmng the fﬂamlai year have an exercise pm‘_@ of $39 93 per shaz& and S fa:r valug of $4. 63 per share at gram

. date for options with performance based conditions and $3.48 per share at grant date for options with rmarket based conditions. =
- The performance shares gramted during the financial vear-had a fair value at grant date of $21.36 per :?aaree wsth puformance basacﬁ
-.._COﬂditiOﬁS and $ 1602 ;:Je«:r share at gzant da’m for pe:fmmance shares Wfth market based wrzditions )




Yasted and

T Ypsrnd ang T
U pxercisable ax 38 0 77

Sume SHOT

. .Option holdings

" Executive directors

"D O Robert,

164,321

l64,321

oL ey T T T — — T :
e T TR e ———— e -
s e e T — S e :
D T e T a——— e
L e S — e T :

" Dr i Parker ) ) ' . -

" Executives

“'Me R Brook

LMy 8 Mitchel:

LMy MDD Salmon

UM CM Smith




NQ%@S “g:{:) ih@ f%é&?’%( i biﬁiﬁ*mﬁiﬁ{ﬁ Cocnoari_ummd and fLsCOF%DIIonnULuEsf.or.Lhc yv;':;m;mded JD}U?';L" 008 .

_-'The«: raovernent durmg Lh& fmanf:la yﬂat 4! Lhe: numt}&z of ortimazy shazes c:f Cochteeai L zad mld d mcﬁy mdlr&cﬂy ar. b&%"t{,?lc a,l b by f,ach

" irectors

" Non-executive

MrTCE Bergran .
e PR Bel
ot E Byrne, AD s R - -

 Mr R Holiday-Smith 1000 . : -

o PNorth At T oo T R L —

" Mr DP O'Dwyer . 2450 . .

e fHVeenekiaas 5000 - - -

o Exeeutive

S Dr L Parker 25,000 - 25,000 {25,000) 25000

BN Roberts 297,000 . . ) 2T000

U Executives

. Mr R Brogk - - - - .

e N Mitchali 35,000 - 25,000 {25,000 35,000

- M MD Salmon 1,457 1,090 . - 2457
4‘@ : - I I I I e — n--. ........................ T ..

" Directors

L Nom-executive N
MrTCE Bergman | 2,000 - B - 12,600

T M PR Beli @ e nia nfa nfa nla

U Prof E Byrne, AO 1000 - ) 1000

" Mr R Holiday-Srmith nia 1,090 . . 1000 -

L e p} North. At Soo T T T 13000 S

T Me D OOrwyer & nfa nfa nfa niz nla

Mr fHVeenekiaas 1,000 - - - L00o

" Nomexecutive

CDr L Parker 25,000 . . - 25000 U
7 Dr CG Roberts 162,000 000 - 237,000
CUpe R Brogk
“ M N| Mitchali
.._'_"Mr MD Salmon
C e OB Smith




N {D z:@ S é: Q »th {"ﬁ' .f' i & i {.,, g 5 i(ié: @ m @ ry ifﬁ? Cochlear Limited and is controlled entifies orihe yeer ended 30 June 2006

Lampsny .

" Current

- Liability for long service leave

 Uiability for annual leave

: ‘Liabifity for short-term incentive -

T Salary and wages accrued

- 'Totai current employee benefits

. Non“curmnt

* Present value of funded abligations

" fair velue of plan assets - funded . (agery -

" Present value of net obligations

 Adjustment for asset ceifing

" Recognised liability for defined benefit obligation”

" Liabitity for long service leave

__"'-The Conselldated Enmy anc! thc, Company make con{r;butlons io deﬁmd beneﬁt p afus. 1hat Dzowde pc,nsu:,n bmeﬁts ‘fur f,mp oyees :
'.’_'upon zetsmmani ) .




Notes _:ﬁ{?.f.’?_!”?@ fin afl ?%5% | :._'_g;'.ia{t‘?i?.t’._‘?’?@ nts ._:_Cf?_ch%t‘%f.?mi%@._éﬂ.f.! s contolkeg eniic fM‘*f* m nded 3@?9??.’%?%_

7 recognised directly in retained earnings

- Net assel for defined benefit obligation as | Juy

CContributions received

7 Bxpense recognised in the income statemnent

" recognised income and expense

. ‘MNet asset for defined benefit obligation at 30 june

" Defined benefit pension plans

Plan assets

Surplus/{defict)

" Experience adjustments on plan labiliies

- Experience adiustments on plan assels

" Service cost

L interest cost

T Actuarial losses/{paing)

: " Contributions by plan parbicpanis
" Beneiits praid . {299
" Closing defined benefit obligation

o Expectad return

T Actuaria gains/(losses)

‘Contributions by employer

" Contribations by plan paricpants

- Benefits paid (29%) T 99y

Closing fair value of plan assets B 4891 4,891 R




7 Austrafian equities

" Austratian fixed interest

" Cash

"._:The Consclidated Entity's investment policies and strategies for the pension benefits do not use target allocations for the individual asset
- categories. The Consclidated Entity's investrent goals are to maximise returns subject 1o spedifie risk management policies. The Consolidated
Bty addresses diversification by the use of mutual fund investments whose underlying investments are in a balanced portfolio of growth and. -
"-.defe:ns fve assets. These mutuaf funds are readtly marketable and ran be sold to fund benefit payroent obligations as they become payable. 7000

................................................................................................................................. Cansofidatad S .ﬁjﬁmpa“}-

- Service fost

"inerest cost

UBxpectad return

'Adjustmem tor asset ceifing

.'____Exp&nses are mcogmsecﬁ in Lhe‘: adm nistration expenses line c;f ‘i?&f, income, siatement
The actual return on plan assets for the year ended 30 june 2006 was $416,000 (2005 $350; G{}O) L
'__"_'The»: Consot;da@ed Enuty expeaa o r_ontnbute 563700 4 to its clf,f m,a banefrt pians ire the 2{}07 fmanmai yf,

"_--_Pmcspai acwarnai assumptnons S T _
" Principal actuarial assurptions at 'ihe: Fepot ung cia:ze (expmssed as we[ghted averag@s e amum) ................................................ SR

................................................................................................. Cansofidatad ...............____gzﬁmg‘a“}‘

" Digcount rate a3 30 une

" Expected return on plan assets at 30 fune

Fu?uf‘e salary increases

:'_"The overall efxpec{ed long-term rate of return on assets & 7.7% per annum. The expected long-term rate of return is based on ihe L
- portfolio as a whole and not on ‘the sur, oftha returns on md duai asset ca*zegm es. The return is based e:xcluswe‘:ly on historical -
_'.mtums wrtheutad;ustmmts - - L e




i E‘ﬁi: &t@ F"{% fw ﬁ “g, S Cocn o Limited dﬂd its congrolled eniities Tor the v ended 20 }uno 2006

soamrpaidated

L Fu’aure salary irzcreases

a0 (c) Defmeé cenmbuuon superamuatlon plan

_'__'-(é) Share based payments T SRR - . ~ e - Lo

“the Company's Employee Share Pia.n Was appmve«:d by special msoiuhcm at Lhc, Annual Gemrai Meetmg teld on 39 Octc,bar 3999 Uinder Lh :

.- -plan, the directors can at their discretion, aliocate at nil consideration up to a-maximunn of $2,000 worth of shares per eligble employee inany
- one yeaz‘Thc fa'u* valle of shares iss&&d during the 4“&portiﬂg period is 'th& marke't pf’tc& of the Company‘s sharas on the ASX as at the start of -

- The CELTIP.Was appmve«:d aﬂd acioptecé at the Amual Gemerai M&etmg c:ml{) Octobf-:r 2003 ancé e acecl the ESO_F?.The CELTP oﬁf&zs a .
roixture of options over urissued shares and performance shares. Both the options and the performance shares are subject to a three year
- yesting period. The aumber of options and shares exercisable by the executives will depend on the performance of the Consolidated Entity o
- over the vesting peried. Half of the offer will be assessed against the compound annual growth rate of the earnings per share achieved by -
the Consolidated Entity, and the other half against the total shareholder return (TSR) as measured against the S&PIASX 100, If the miimum
- eompound growth rate in earnings pershare of 0% is not achieved, 50% of shares will not be issued or refeased 1o the executives. i the =
. Consolidated Emsty is b@iow t?ts, SOth per ceﬂt Ie: agalrtst the S&PEASX iGO over fh& thm& )faai 5 ‘Lh& f“emamlng 5 qf_ shf;tjes _wi%l _n_et be_issu&d__ ’
. orreleased. L e

'.__'_To achieve a tO{% Eoca{mn of opﬂons ancﬁ Shan:s an annal wmpound 9rowth rate in earnings per share: of 206 st be achmv&d
angl the Lc:tal shar@ho cler retun of the Ccmsohciatccj Eritity enust be in at least the 75th percentile against the S&PKASK EO{} o

-__At ih&__daiga of this report, unissued ordinary shares. of the Company Under option and issued shares held in the Trust are:.
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pdurabor of
Hd2 gk

“ Option grant N o T T Thres vears of service, a minimum compound ”ln{zual a0 owih_ L
“in December 2(}(}3 : S “rabe in earnings pershare of F0%. -

ihe S&r’fASX G(} ovar %nree years

... Thres years of service, a minimum compound annual growth -
_"_raPe in earnings pershare of F0%, T

ihe S&r’fASX G(} ovar %nree years

L Thres years of service, 2 mintmur compound ‘mrzual growth ..
L rate in earmings pers%afe of 10%,

s " B U OO U RPN Comtratuat We of -
- Total eptions sharas i frust

Performance shares iasz,f;d_ o e ':-_Three years of service, a minimurm compound aniual growth -
in December 2@0} - Sl . Fate in sarnings persharg of 0%, 0T

ihe S&?;‘ASX 100 over three years 3years T

. Thres years of service, a minimumn compound annual growth - B T N
m?e inearnings perstarg of F0%. e T LT - 3 years ol

ihe S&?;‘ASX 100 over three years 3years "

UL Three vears of service, a minimum compound anaual growth . T
---:raie meqmmbspers%arﬂeofﬂ}/o B ..-3__){€ar_5§_

- Total performance shares

L Waighted e Humsber of o T Weighted - . Nusshor of
TrRrRge eptions © avEeRgE “opting
ExarciEn Drice % axerelse price §

. 2,148,761
wForfaited during financial year . : {289, O(}O}

- Exercisediforfieted during financial year®

_.'"Granteé during finandcial year ' oy RELTEN
.Oz,f%s'aand%ngatendof'ﬂnancialyear. ' 027 FA98 25 :

Exercisable al end of financial year 12 267.000

- The esumated vaiu& of opilcms ‘for Lh& carrent, ﬁnanc al yaai is, <Al culatccﬁ at iha da{e: of gz"ant usmy thf, Black Schalees modat app ymg a 25,6
- volatility, as reflected in the historical volatiity. - ' T T e
N For optians outstanding at the end of the period, 7E3,540 options have an exercise price of $18.57 Wzih Lhe«: remaining balance fa ing thhm
Cthe range of $34.19 — $39.93 (2005: 738,490 options at $1B.97 and the remainder falling within the range of $34 i9 $38 EZ be: weightad -
avar“age mmammg cantractua% e of opzicms outstandmg at the‘: end of {he yf,ar is *bme years (2{}03 WO y&ar“s) L




i fﬁ ri @@‘ [y &3‘ a ?:S Cochisar Limited and s conirolled entiies for the year ended 30 june 2006

Fﬁ&ﬁf’

Notes to the-
29 Re atesd r.Jarties.

o Nen director related parznes )

""'-;The«: Cempany emgages it pdf‘ChBS&‘S and na[e: Qf gouds Wtih rt:\ COrtro sed e:ntlzlcs aﬁd pa;v: a ticence foe fer the wse cf miciic,ctaai _

- Revenue from the sale of goods

 Disteibution, markeling and field technical expensas

- interest income

Lo interast expense

L The aggregate amounts receivable from wholly-owned controiled entities by the Company at reporting date are:

- 'Current f\eceivabées

EZ.:EXposum 10 cr“f,cilt foreign eexchange ancﬁ interest rate i“fS[{‘S arises in ihe«: plety mai cou_rsa of ‘thf, Consolicﬁated Ermty; busm&ss Dei wa‘tw& fmanaai
co o Instruments are used 1o h&dge exposum to f Iuctuauons in fomgﬂ chhangc rales. . : .
.'._'_'Credztrlsk e T T T e e LT
CUAL the balance sheet date, ih&ﬂ: was no 5|gmf ant concentrations of cmcﬁt ﬁsicTh& maxirnum exposure 1o o &dlt rlsk i ﬂ:pz as&nteci by the -
'.Cam )fm? amount of each f naﬂmal assc’i mc:iucilng céf,r“ivatwc f naﬂcxal mstmmenis, irt th& baifmf;f, sheet.

ST he Consohcﬁ«tacﬁ Entity and the C_Qmpany arw txpose:d ;) chaﬂgcs in fore:[gﬂ cxchange rates ﬁc,m thesr activities. E't 3 'thc, Cortseltdamcﬁ_ :
“.Entity's and the Company’s policy to use forward exchange contracts to hedge these risks, The Conso da‘ch EQU‘E}/ and L?‘ez Company s
L do.not enter, hold or issue derivative financial msmemis for trading purposes. . ' - . :

-._"_The: Cormpany enters into forward exchange contragts to hedoc, antlopated saies a,nd pm‘chas&s in US do fars, _euzc,. japamsc ycn o
o -Swecﬁtsh Kroner and Hong p(ong doflars. e ; _ SRR

.'_Ths, amounts of forward cover, taken arg in accc:rdam;f_ wuh approvcd pO]IC)/ and mtemai fumcasts

:"The: following table sets Out the gross value Lo be sacmved undcz forward exc?zamga contrads and the wei ght&d avuag& coniz act&d
""Qxchange ra’a&s of outs Landmg coniraas ) : S L -



---N@m to ih@ fﬁam iﬁéa'é:@mm’és Cochiear Lomited s 5 conpolied onsi e

Cotmytidated

"™ Solf United States Doffar

" Not ater than ane year

" Later than one year bt not later than two years

“Later than two years but not Jater than three yeers

" Weighted average exchangs rates contracted

" Salt euro

* Mot later than ane year

‘Later than one year but not later than two vears

" Later than Two vears but not later than three years

) Wesbhzecﬁ werc_ge excmnge m'%es conzu acted

i Sel japanese Yen

" Not later than ane year

" Later than one year but not later than two years

" Later than two years but not lter than three years

L Weighied average exchange rates contracted

.'.'Seﬁ Hong Kong Bollar .

" Mot later than one year

" Later than one year bt not later than two years

" Later than two years but not fater than three years

Weihied average exchange rates conracted

" Buy Sweden Kroner

" Mot jater than one year

Later than one year but not later than two years

- Later than two years but not later than thres years

U Weighted average exchange rates condracted

 Borecast SrANSACHONS ~. i T T e e T T S

-..:_The Consclidated Entity classifies s fcxwazd exchange CONtracts hedglng forecast transactions as cash ﬂow h&dges aﬂd states thf_m at

- falr vaiue. Tha falr vaiue cn‘ forwafd cxc?;ange co%‘acls at i }uly ZOOS was ad}ustecé agamst the c:pmmg balance: of the«: mcﬁgzng reserve 3l
that date. - '

The net fair value‘: of foa'warté exchange con tracts usad as hedg&s of forecas! traﬂsacilons at 30 jun& 2006 wag $5
--.__(2005 $27 Bmilitﬁm} . . L B A




\"g{:}ﬂ{ﬁes é:@ é;h @ ﬁ ﬁ Eiﬂ {: %ﬂ 1 ﬁ')i: (i{@ WE fi ﬂ ?.3 Loch feay i_umbed ancl st con‘ir;:;llcd enuuc,s f(‘}l . he }4;"&?‘ mdod ;{) jmo z.{,u

L 'Interest rate nsk

. Effective interest mtes, fBPﬂYment and rﬁf}ncmg ana!ys;s T e T T L T
.l respect of interest bearing financial Fabilies, the following table indicates their effc,ct b interest rates at ‘th_f, mportmg date. As Lh& liabitities
"..__"are subject 10 variable interest rates, they reprice within six months. The repayment schedule is as follows: -

. Censelidated

43 monshy Taershan b - Mol T

SR A RS
—_— ;
=T wre—— o e — e Tyl
7 SEK fowting rate loan C26% 3361 3439 lovsIE IS

70 bt et o e e e e e
s T — —— i
. }\UD ok ovrdrat ...8'8% .....-|-273 _______ T T - ...__.§‘273

T T e T T e 07 31439 ."EQ7'5;1 ........... — 203,058 }

v A gy | e 3w

U Aty FEHIG a2 AL

" AUD bank overdraft Y .I 373 - - L Ty

:_ '-.Tr_ade__: c_;-:ivabi@s_ aﬂ_f_J_ t"ad.ﬁ;_;ﬁ_a}fclble_s__a_rg .ﬂpﬂi_ih‘t@t‘fﬂﬂ b.ﬂ_a!“i.rag anci ihe h_f:_tate.d s:ash f%__ow_s___am_a_“l_c::'t___s_ubjecz -to_ intamst_ra‘te.;jigic_t". B

52
.'.'-.__31 impact {Z}f adoptmg Auszrahaa eqmvaients 10 ¥ﬂternat|onai Fmancnal Reportmg Staﬂdarés

."-'-Impact cfz{-angiuan t{}AlFRS et . . e . AU, P B, .
_--_-_-.As stated in Noie i(a} ihase are ihe Cm:eirda‘t&d cntlty':a ancﬁ the Compan)/ 5 ﬂ:s{ conscl |da{ed f namal stawmmis prr_paze:d i, accordance
U with AIFRS, : . - ' ' '

”"'--.Tnc poficies set out in P\Jc;‘c@ t{a) haw, been applied in preparing "the ﬂnanmaé staternents for 'thes year emdeci 30 }unf_ .2006 and the compar‘&t’
L information presented in these financiat statements for the year endf,ci 30 }unf, 2005 and in ‘thf, pfapat‘a’z on of an open ng FRS balame sheu
at, b july 2004 (the Consclidated Entity's date of transition). . . .

© I preparing their opening AIFRS batance :h&&t the Consolidated Enm)f and the Company have ad;uswd arnots mported previousty in
U -finangial statements prepared in accordance with previous GAAR An explanation of how the trassition from previous GAAP 1o AIFRS has -
affected the Consolidated Entity's and the Company.-; ﬂnanma pc}:;lttor; unam; al pf_r‘fmma{ace and cash ﬂews Is set out in the fo[iowmg tables -
7_'ar;c§ The notes. Lhat accompany the tables. S _ S S . L

_(a) Rechssifications -

'__-.'L}ncﬁf_rA FRS, financial income consisting of interest income dnd forrztgrz &xchangc gains ha:\ baarn transfmr_d fmm ‘the rEvVEnte ima v} ‘th{,
net financing incorne fine in the income :ialetmf,m fur “Ehc yaar md@d 30 jurac, 2005 msuiung g reeducileﬂ fn revenue oz’ $2 700 OO*" for thf,
Consolidated Entity (Compary, $2,658000). SR : - " e

: i addition, other income has been reclassified ﬁ“em PEVEnLE To ‘form par't Qf operating pmfzz before financing income. Thls msulteci na-
. _"-..rtduc{;on 10 revenie of $763,000 & for: the year endf,d 30 }mf_ 2005 for Lhe Cmsolfdatecﬁ Entity (Company $25486, O{}O)

L Under previous GAAR enterprise resource planning systern dwc,lepmeﬂt COsts were ciass fied as plant and equipment in the f nancil
| Ustatements. Under AIFRS, these costs have been reclassified as intangible assets. For the Consclidated Entity and the Cornpany, this msul‘ted
Tin $3,899,000 being reclassified from plaﬁ? and equipmmi tc} tmaﬂglbif_ assu:s a‘i. } J%}Iy 2004 aﬁd $S 039 200 fer Lhe Canso\ dated Eﬂmy
{Cormpany: $2,000,000) at 30 june 2005, L S

.'-Oth&r debtor balances have been reciassif f_cE frem ozhcr assets 1o receivables This msultec} in an ncrease in mc@:v&b 5 iy the Consahcﬁaﬁzed -
- Entity of $9,164 OOG.(Campany $3 275 GOO) at |} uly 2004 and $8 &8 6_00{} for ‘Lhe: Consohcﬁawd Entlty (Compaﬂy $29 I 6000} a‘t
30 june 20{}5 el .

¥

. -.'-"Z_Othf,r nor-current recetvables have been r@ciass fiad from non-current rtcuvabies to non-current oiher financial assets. This resulted in an :. -
~ingrease in non-currerit other financial assets in the Cc,nsc,hda{&d Enilty of $i75 {}OG {Company ru[j at t ;u y 2004 and $i &7, OOG for Ihe
:'_-Consol datcci Ent ty {Company $32 OO{}) at 30 une: 20{}5 : : -
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ﬁ"._{b) Busmess combma{nons T T e e e e

As permitted by the election ava\%a,b& mdez AASB I Lh& dasslf ication and accounting treatrnent of bu:mess comblnat tons that occurred pri [or e
o transition date have not been restated in preparing the Lmnmuos‘ da‘ie A[FRS balanc& shac:z Tm asscis anc! i[ab izes are sub &ct to ‘t?tc, '
Cother mqummeniﬁ c,f AASB l,as CE!SCJSSGCE balew et . : .

" Under AIFRS, inventory acc;mred as part C}f a business Cambma{ ion is recognised at fair vai I 1“ather ‘than h[;tc,t icat cost. The mpact C}f this
“change at the transition date is ril For the year e:nded 30 fure 2005 the vaiu& of mvemtory |ncma:ec§ by $398 OOO Wiih a. cmmspondmg
 decrease to goodwill for the Comsclidated Ermty :

(- his fair value adjustroent, was mcogmsad asan expanse«: cim |ng Lht yeaz endf,d 30 }nmf, 2{}06 foilowmg the sa%a of trwentu y i m 'ihe: normal
eourse ofbusmc,:\s . .

Business. combinations *ihat occurmd Qe or aﬂeﬁr }le 2004 rowgt b{, accoum‘egd for by applying the pumhas_e m@thoci,Th&m were no -
adustments for either the Consclidated Entity or the Company as a msuii of 'izansu ion 1o AIFRS as there were no. contingent liabilities or.
Crestr ur‘_‘lumng prow::[ons at, th& r@sp&ctwe: acqussmon daies S e e T

'_:".{c) Im:ang;ble assets '

Goodwj” ....... . . '. . I S, .. B T P R AT . R
- Gutdwil mpms&nts the ciiffertnct betwem 1?‘*:, cesi of 2 busmeess combmatleﬂ over ‘t%m rct fan" valm: of ‘L?‘c, zdeﬁn‘t;f{able assets, l|ab| me:; anci
: '.__commg&nt labilities acc;u[md : e Tt T T S

- Goodwil is stated at cost tcss any accumu a‘te:d impairrnent %ossaz Geodwsli Is ai[ocated o cash gm&ratmg units aﬂd wsted annuaily for.
j_;mpa r‘mam (mfer (d\ for fumhs:r dﬁial s on sm;)alzmm‘t ‘iestmg) S . . ST :

. -_Research and development expendttme T T e e e T e
" Under AIFRS, expenditure on deva[opmerr{ activities is r;apﬁal ised i the pi“’CJC?LEC’E or pmcess is “Ze:chmcatiy ancl commercia ly [eaabia and
the Consolidated Entity has sufficient resources to complete the development. Capitalised development expenditure is stated at cost less
._'-accumﬁlattci amomsat[an anci ;mpalzm&m tosses Undf_r pi“&‘VIO%_ES GAAP Lhﬁ. Comol datf,ci Eﬂmy exp&med ai dw:,lopmem exp&ﬂd Zum‘:
Las incurred. e : S - AR

(]

Lt

: Deﬁveiopmam expendltum mc:%mtd wh;ch raeet Lh& criteria for daferrai Was capltahss:d and an adjustment cn‘ $3 142,000 was mad& asan -
Tincrease 1o retained eamings for both the Consofidated Entity and the Company at | July 2004, For the year ended 30 June 2005, a farther
L 34.377.000 of expenditure was deferred. The research and developrnent expenses of ihe Cc,nsohdawd Ermty arld 'i_i"ac, Compaﬂy de:c;? &asad by
- $4 377,000 for the year and&d 30 june 20{}5 as & result of this capitafisation. | ' : '

Cap&ahsad cievelopment expmd:zurﬁ was tested {cu ;mpa[rmam No |mpatrmen’£ Iosses wers re:qu:red

:._Dtherm{gngjbfe assels . e . e L e e e
- Other intangible assets ar:qutmcé are siaied at cost t&ss accum&latecé armortisation and [mpamme [osscés Oﬁ transition aﬂd at each subsec;mm :
“reporting date, other intangible assets are reviswed to ensure they can bf_ mcogmsui undez AASS 538 nwmabi ﬁssnls and Leste‘:d for -
- impairment, No mciassaﬂcaﬁons ar ;mpa[rmam [c:sse:s were, n:qusred : TR

'--:Amart:satmn

" Acquired technology

" Enterprise resource planning system

" Customer relationships 4 vears

- inteliactual property 3 years

- Capialised development expenditure Expensed

: - The impact on the value of intangible assets and retained eamings of the Consolidated Erttity at transition date is nil and at 30 June 2005 was -
T an increase of $1,838,000. The impact on the results of the Conselidated Entity for the year ended 30 June 2005 is a decrease in distrbution,
. .arketing and field technicat expenses of $577.000 (Company: nily and in administration expenses of $2,544,000 (Company: nif) from the =

_reversal of the goodwill amortisation offset by an increase to research and development, expenses due to the amortisation of $1,263.000

- (Cormpany. $1,263,000) of capitalised development expenditure. - R ;
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ieized and A3 congrolied epities

for ¢ mc yc;r cw?cd ”) June

"-_L}ncﬁf,r previous (AAR ﬁ"ac, carrying arnounis of PHOT-CUrTEnT ass&ts vaiued on a cost basis were mw&w&d at mpumng date to d{,z&z Tring |
“whether they were in excess of their recoverable amount. If the. carrying amount of a non-current asset was i excess of its recoverable . .
- amournt, the asset was written down to the lower amount and the write-down was recognised in the income statement in the ;Jermd in, whzch :
- it occurred. In assass ing recoves ‘able amounts, the, mte:vam cash flows were not discounted 1o their present value, ' SRR

'Z_UncﬁarA FRS, the carrying amaount of not-current assets, excluding goodwil and deferred tax ass&ts is reviewed at each r@sartmg date 10 e
. determine whether there is aﬂy md cation of impatiment. Goodwill is tested annually for impairment regardiess of whether there are indicatars

.::_[f 'the:me is any indicaiicm thai an asset is impaired, the recoverable amount is estimated for the individual asset, or if not possible, for the -
" snaliest identifiable cash generating Lnit to which the asset belongs. An impairment ioss, repmsmt&d b}/ “Ehe EXCEss of car ry ng amozm‘t ovc_r“
: '--._'mcc,vearabie arnourt, is mcognfsed in the income staternent as.an impairment iogs, - : L .

- No [mpanmemt write- céowns were r&corded _a;ther a transmon da’!e orat 30 jun& 2005

N e} . Emplcyee benef;ts

""" Defined benefit plans - e e T T T T e e e e . e
o Under previous GAAR defined benefit plaﬂs WEE acaounwd forona fundlng basis. For Lhe year emded 30 jun& 2004, an acmar‘ial ass&ssmen’t .
- of the Company's defined benedit pan rrévealed Lhat pian dssus were te:ss Lhaﬂ ves!ed benef 13 by $325 778 and th amount was accruf_cé o

- the financial statements, SRR ' S : : e : :

p—

: < Under AFRS, a tiability or asset in respect of defired bmefi{ supu‘annuatsun pians is re‘zcogrustd inn the balance shec:z and is mtas&md as “th,
T present value of the defined benefit obligation as at the reporting date plus unrecognised actuarial gaing or losses fess the fair value of the ™
- plan's assets at that date and any Ureecopnised past service cost. The present value of the defined benefit oblivation s based on exp&c‘t&d '
U future paynents which arise from mf,mbersmp o‘? ‘thf, ;3 ans to 'iha mponlng da:ze: cal culated anm_zal y by mdepandem acwarif,s us ng *{h&
" projected unit credit method, " : : .

: '-_'Expc,c;tecé future payments are d[scoumed using riarket yzc,\ds at the reﬁpomng ciaie ar nat[onal gover nmf,nt bc,nds with terms 10 raturity. and

M {:ummcy that ma‘tch the esth matf,cé fuwrt cash ﬂows the full amount of actuar ial gaing and iosse:\ jzhat arise subscque;nt ‘w Lransutron date are .-

) ."Tne: AASE I f_[e:ctlon o r‘ecognzsc full ac!uaﬂal gains and losses ai transition date«: thzovgh retained earmings was adopted At the date of :
-~ transition, an amount of $603,000 was recogrised as an asset of the Consolidated Entity and the Company with a corr espanding | increase iy
reiamed &ammgs in additton o a re:ducuon iy provisions by $324,.000 W.Eatmg te the reversal of 3 defrzed benelit obligation. "0

:'."I_'For the year ended 30 kine 2005, an actuarial assessrent resulted in 3 reduction of the net asset position of the plaﬂs iy the Cunsolidated
'_Entlty and ‘the Compaﬁy by $324; OOG This has been r‘ecogn S&d as an mc:rtass: in admlmstrailcm expenses in th& neome sLa‘tement

_ '---._Share based payments -, AR T e
e Under presiods GAAR no expense Was recognised fot opzions ar pe:zfc,rmanc;e: shams zssu&d o, @mp oyws

CUnder AFRS, the fair value of options and performance shares granted i recogrised a3 an employee benaﬁis EXPEEE wzih a r‘_c}frespoﬂdmg
“increase in equity. The fair value is measured at the date the options or performance shares are grarted taking into account market and non- = 00
Crarket based performance concjlttons and axp&ns&c% ol L?ts, v&simg peﬁod aﬂ:ez‘ whlch tha empio}fe&s b&ccme mcwncﬁxtlenaily f,ntlt[e:d o thee Z_'j_: K
- options or pez{omwanca shares. e ; S

- The fatr value of the options grantecﬁ ras b&@r‘ mf_asumd Lising the Black- Scho%a:s m@thed gakmg irte account 1h€, terrns aﬂd conditions -
7 v attached to the options. The fair value of the performance shares granted Is measured using the weighted average share price of on’imary :
- shares in the Company, taking into account the terms and conditions attached 10 the shares The amount recognised as an expense | is. ad;usted

o reflect the actual numbe:r of oplé ons and shares that vest except, where forfeiture s du& o o kei mlated conditions. -

' - "No adjustment has been made for options granted pricrto 7 Novermber 2062 w?uch vested before | juiy 2004. Opttms granl Led afzez "? S
- Novernber 2002 and rermaining unv&s%@d a‘z E ju;y 2004 have been recogmsc,d In Ihe opnmng balaﬂceﬁ sheei thfoagh miamed eammgs, msuimg o
_-_|n a nI tmpact an “transwon R . : . _ S

~For the year ended 30 june 2005, cmpley&@ bmf,frts e:xpense and retamed eamings for Lhe Consolidated Emiiy increasadd by $2 591 OOO
“ACompany: $1,80%,000) representing the share based payments expense for the pariod. This was made up of $789,000 {(Comparny: $195, (}DO)
- relating to distribution, marketing and field technical expenses, $1,369,000 (Compan)f $| §80 OOO} r@a’img o, admm Str‘aiic,n expenses ancﬁ '
'-_'$434 GOG {Company $434, O{}D) mlatmg o mseamh anci dwc,lepmeant txpemes : :
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fl‘,' ?8;?3 ﬁw m@ ﬂ %:?k Cochlem Limited ﬁﬂ{} ;zs conirolied entitiegs for The vear orzdad aGJune Zt}’)u )

{f} Leaseti assety ~ make good provisions ..

'_--.Th& Consol;ciaied Ermty has a numbf,r of opera*zmg Ie«:asv,s over its c:)f%r ices that mc;utre: Lh& asssi fo be rewmed i the: tessor L 413 ougmal

' 'Und&r previous GAAP ih& costs cn‘ re:furbtshmeni e ot recegmseed unt[i ghe‘: &xpmcﬁﬁum was incurred, Wh&mas mdez AIFRS apt ovssscm
" for refurbishment costs is recognised at the time it is determined that  is probable that such costs will be incurred in 2 future period, - :
- measured at the expected cost of returning the asset to the lessor in its ariginat condition. The Consofidate Entity is expected to incur Lhe:
. liabifty within the next 12 vears. An offsetting asset of the same value i a[so mr;ogmse«:d anci sz r.lasstﬁeci in “ms: plam and &qu pmmi Th:s assat
s amorlssad o.the income statement, over the ble of the lease, | - S S : o

e th& Consolidated Endity at transition dat@ a provision for ma%@ good I&ase costs assoaaic_d wr{h th&se Qp&z ailng leases oz’ $| 328, OOO
< (Cornpary: §1,233,000) was made along with an increase in piant aﬂd ec,ulpmem of $t |7 OOO {Company $E E26 OGO) aﬂd 3 decmast ine.
Cretained earni ngs of $133,000 {Company: $107,000). - . N

During the year ended 30 june 2005, $£03,000 of 'ihs, zmual amount mcorci&d Was aaxpensed iFICrEAsng d!Stf‘IbLIUC}l"I rarketing and ﬂ&icﬁ
--Lechn;cal f_Xp&‘ﬂS@S irt Ihe Coﬂsoi[dated Enmy by $2l OOO (Compaﬂy mi} and admin str‘aiicm expms&:\ t}y $82 O{}O (Compar!y. $82 OOO}

".'-___'_{g) Forengr; operatscns e : e RS
Under previous GAAR the assets aﬂd labifities of self- su:ta.lnmg fc;mgn operations were Lr‘ansiat@d at th& rates of exr_hang& rLiing at mpommg
L date. Eguity itemns and goodwill were translated at historical rates. The income statements were 'iranslated at ‘i?ae aw,rag@ exchang& raie:s R
. Exc?aange differences.on transiaiic,n were recognised dmclly i the foreign currency. tr“ans%ailen reserve. : -

- The assets and liabifities c:f mtegrated operations were translated using the teraporal method, Mon&tary assets ar‘ad tiabilities were Laanslatw
- at exchange rates prevailing at reporting date while non-monetary assets and labifities and revenue and expense iterns were translated
_at the avc,ragc exchamgc rates on *i.?;c, da”{es of Lh& mi&vani Lraﬂsacttoﬂs Excha{;g{, dlﬁ&z ences aﬁsmg on transiailon WEE, fecorded in thf,

___'_'Undei AlFRS each Cm’ii}f in zm Consohdaietd Entlty maintEns ﬂ.§ acc:ounts in zts funcuonai cmr_my bwlg Lh& curre:ncy of ‘tha pr |mai Ty
- economic environment, in which the entity. operates. ' :

) . The assets and liabiiities of Torgign c;perations mcludmg goccﬁwél ancl fair value adjusirn&nts arising on c:cmsol da‘uon are Lmnslat@d fmm thf_
| entity’s functional currency to the Consclidated Entity's presentation cwrency of Australian dollars at exchiange rates prevailing at rr:pc;r“tu}g _
clate whtle renenue and e:xpenses are traﬂslaie«:d 0 Austaahan ciol ars at avc,rage exchange: razes Fc:re gn cxcﬁaﬂg@ dlf?ef erices amsmg o

"-.The impact 1o Lhe Canso[zcﬁated Erstity ancl Company Toor: Lhe e e:nded 30 lune 2005 was an increase i resear ch and deve[opemam h
" expenses by $385,000 and a like increase 1o reserves. [n addition, the value of goodwill for the Consolidated Entity decreased by $13,920 OOO
L (Comparny: nil) with a corresponding decrease 10 the fc;mgn currency tr anslat[cm reserve as 2 resdlt of valumg goodwsl at Lxcmng& rates -
o .pgeeva:[mg at mpoz tmg dai&: rather Lhan at histor ml rales. o .

{%1) Fmancmi instruments. . .. e . T . ST e
..+ The Consofidated Entity ras taken Lh& C[E:‘C.T[O?t in AASB i Lo not restate comparatwes for AASB 132 and AASE E39 As such thert are no '_
- adjustments in relation to financial instruments at transition date or for the year, endf,d 30 fune 2005 a3 previous GAAP continued to apply
"-.A‘t § Juby 2003, the Consolidated Entity has complied with the requirements of AASB £39 in order o aualify for hedge accounting. -
_'-._Consequmtly, no acé uszmmts have bu,n mad& Lo mtamc,d eammg:. Se:e Noie 2 fur'i?\f, zmpact of this change w accozm‘zmg pol Cy at
Sy 2005, - T L

-."._"De:b‘t e:siablzshment costs caprtahsed and amowsc,d ver Lh& tarm of 'the borrowing under previous GAAP W mcaicu ated basc,d cm the
effective interest rate method and mcopm;&d as a reduction in intersst bearmg liabilittes rather thart as 2 sepatate asset,

This resulted in a degrease in receivables of $434.000 and a decrease In current interest bearing fiab lLti’:‘S of $99 OO{} and innorecur mnt
_‘n'tf,resi baarmg hab:[;m:s of $335 OOO in the‘: Consc:tsciated Enmy as a‘t 30 Jme 2005 (Company _m[j e :

(i) -Revenue recognition | T e e T e e e e
- -Under previous GAAR revenue frem Lhe sale: of goods Was mc‘.ogmsw whem Lhe«: sel irtg: emt‘iy Eransf&z r@d cortrol of an asset 10 Lhc, buyer =
whereas under AIFRS, revenue from the sale of goods is only recognised when the significant risks and rewards of ownership have 'iraﬂ.-;feimd
~from the seflerto the buyer with no continuing managerial involvemernt over: the goods to.the degree normally associated with cwnership. .

'- :Specn” call y undcr AIFRS 1h@ amount. of FEVENLE. mccg niserd] uncar ce:rtaln mar%@t ng pzograms dlf%’f:t el tha’t recogmsed under pmwou; GAAP
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: The Company operates th& CELTEP Th& frain purpose oz’ thf_ Tmst is 10 hold unv&swd pe:r"c;z TIAnCe shams as part of the CELTIR UHdtr
. previcus GAAR the Trust was not incksded in the results of the Consolidated Eritity as the consolidation rdes did nat apply to such :;;D{,Cla[
Cpurpose ertities. Under AiFRS the Tmsi qua |f 05 3% an c,qusiy compmsaﬁon plan speci fal parpose E:E”l‘li!.y and :ts r&su?t; are Il‘lC. ucﬁ&d it those {oz '

. the Consolidated Entity. .. S LT e '
A transition dlate, the Trust held shares c:-f the Cempany Under AirRS the shams are accounted for as tmasury stoc;%c and tr e:ated e
- reduction in the issued capital of the Consolidated Entity and the Company. The impact on the Consolidated Entity and the Campany at
. ransition. date is a decrease in issued capital of $4,371 000, No further adjustrnent is required for the year ended 30 june 2005, e

."--"-At wransition date, the Consalidated Entity and the Cormpany had an unamortised balance of $297.000 as a deferred asset on the balance:
1 shiget, representing the amount paid to the Trust in order for it to purchase shares of the Company: Under AIFRS, this deferred asset is not - e
. amortised. The impact at transition date was to increase retained earnings by $374,000 representing the amortisation of the asset to that date, . ©
-..and a decrease 10 the deferred asset of $997,000 for the Consofidated Entity and the Company The impact for the year ended 30 june ZOOS
< was a decreasg w admmis!z a‘uor expmses Qf $499 OGO aﬂd a decreasa o the de;f@ﬁ“ad assu Qf $499 \JOO for Lhe: Consol datecE Emtriy and.
S the. Company - e

Z'.'meeu; GAAP mczmze«:d the appitcatton of ﬁw income statement {tabtilty mefthod of tax ‘”‘f‘ft‘it‘:f; accountmg Whl St Ai?RS requires the balance -
. -sheet method, whereby income 1ax expense comprises current and deferred taxes. Income tax is r&wgm;e«:d in ﬁ”aa incomme siatemem except E
10 the extent that it relates 1o items recognised d[mcﬂy in equity In which case iLis recopnised n edquity, o

_’_‘_Thf,rt WErE 1o changes 1o ruam&d garnings or the deferred tax balances for. fhe«: Consolsda{ed Enuty at 'zransrtzon date or for Lhe ye»:ai endefﬁ -
© 30 june 2005.as 2 result of the change in bagis of accounting forncome tax, " " L y . :

. The tax impact on the Consclidated Entity of the transition adjustments on the deferred tax iaa ANCEs Was an increase in defet vt tax dssms _
T of $3,160,000 and a decrease of $916,000 in the CompaﬂyThzs rasu%ied in an mcmase in mtalneed eammgs ity ihe Coz‘soi[dat@d cnttty of v
" $3,660,000 and.a decrease of $916,000.in the Company.. ' SRR

o The | impact of the AIFRS adjustments for the year ended 30 junc, 2005 was an increase in the‘: EICOME Tax expense Qf ihs, Consohda’teed Enilty '-
-of $2.321,000 {Company $1,185.000) and 2 decrease in deferred tax assets of $1,440,000 {Company: $1,920000). . : '

“The recognition of 2 deferred tax Habiity was not r@quu"&d in relation o non- amortising intangible assets acquired in a i]u:;m&ss comblnat fon . -
- . under previous GAAR whemas under AIFRS a dezermcﬁ tax Iab 1y is recogmseed irt miailcm o raonmamartssad |ntang ible. asss.ts ac:qu r‘f,cé na
'"-._'bualmssc:omblnatton T e T LT
- The effect of this difference was 1o increase goocﬁm | by $2,460.000 in the Ceﬂsoi[dated Enttty and to d@cx ease “i?"c, daf&z md Lax assu amcunt
by $2460 O{}O_The adjastm&nt to dm‘&z red Lax dsset as mﬂf,c:ted in ihc, comm&ntazy above DR B S

. The impacf; of this chaﬂg@ i accomi‘ing pokcy at transition date resuhied in a reduction to retained earmings of $1 1,083,000 forthe TS
'_3 Consolidated Entity (Compary: $917,000), an increase in deferred revenue of $11,376000 (Cornpany: $917,000) and a decrease in reserves -
©of $293,000 for the Consofidated Entity (Corpany: nil) from the deferral of revenue that had been recognised under previous GAAR For the
- year ended 30 June 2005, revenue increased by $4,1 12000 (Company: $917,000) resulting | fmm 3 reif,asa of defew@d revenue oz’ $6 O*"é C}OO s
- -'-..{Company $9i7 OGO) oﬁset by Lhe daema of revenle of $t 894 OO{} (Company pil), - ; : :

0 Treasur)’ shares L ORI DR




N {)iegy‘g{:} th@ ﬁ Y\i ;iﬁi:%;ii i “%:@ E"{“‘zﬁi‘ § gﬂgfﬁ Cochlsar Limited and its C{J{uvj;allod onmeca Far Lhe .;r'E‘;,Li c;nded "(}June 1@{)6 :

'Summary af transmonal ad;z:stments

Conmulidared | t:.vmpan'}' n
§ july B4 £ fusy Litg

L s

" Current assets

" Cash and cash eguivaients . A 75846

" Receivibles ! . 75426

14837

U379 o8 1773

- Total current assers o ! .10.0‘{308 a 131,283

MNon-current assers

" Receivables

 Crher fnencial asseis

© Plend and equipment EY T4 3 &, F4 174

Chtangbie assets 7480 7 14,228 - 7,049 -

" Deferred sax 455615 ; LIED 20850 pE 608

- Total non-current assers 64, 71,628 ; 53,208 :

C Tod assets 538 171,629 ) 184,491

" Payabies

" lerierest bearing Habilities 2584 35,567

T Current fax lablises 4731 473

Toaama 4 22 a38s 4062
28 11376 I Cineed 917 bRSEI
T Torat current lisbifiies 106296 11,052 117, 46306 593 :

" Mon-current Habilivies

T tnerest bearing Habiliies

2,087
9458 " 9,458
4042 11,545
119,010 [2,380 131,390 s7Est 59,677
145529 {5.290) 140,239 123675 24814

576 (1)

" Resorves N {995}

" Reteined sarnings '89_.26? h

. Total equity attributable to : L B LT e :
- equity holders of the parent 139,018 . , 124814

63l st
" Total equity 145529 {5.290) 140,239 615 124814
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+ Limited and is controlled entities for the year ended 30 june 2006 .. 7

R — g0

- .AEFI‘QE L

" Revenue

" Cost of sales

T935,194 -

" Gross profit

LI

.\ Crther income

) ';43 308

5946 -

 Adminisirasion expeanses

(152113

S Research and devalopment expenses

(20203

{36012}

© Operating profit before fimancing income

T@azie

78,192

" Financial income

Tso.020

2658

-7 Financial expenses

(1244}

* Net financing income

T 244

* " Profit before tax

1414

©ncome tax expense

81,535

‘Net profit (induding minority interest)

(20347

Cgnigg

*Met pmft

'Basm sarnings per shcz‘e (cems}

D;Iw{ed earnings per share {cents)




\5\{35,@ S ) “i Q th@ ﬁ i Eﬁ. {w? C%&E S’iai {”? E"ﬁ @ ?”??:S . f_or,hlf’/u Limited an.d its go_n_f_;_'{,_\..légcl_e_nwes far_'t_l_‘:e year, ended BQ.Ju_r;Ez 1[}{)6
.Summary of ;mpact ef tmns;tlon 0. AiFRS on retamed eammgs

. Amouns $O00

. AIFRS reconciliation

 Defined benefit asset

C Change in functional Currency

- CapHalised development expenditure
" Consolidation of Trust (CELTIF)

G T -
................................................................. TERNTT)

@18 (91

" Change to revenue recognition policias

T Mzke good costs on leases

L impact of taxation

‘Beversal of goodwill amortisation

" Retained earnings under AIFRS

" Revenue recopnition

. identifable infangible assels

T 'Net increase!{decmase} in de?erred taxes

'_'_"32 Events subsequent to reporzmg date

- Other than the matters noted below, there has not arisern in the mtuvai bc,tween reporting cEate«: anci the dat& of “Zhn Fmanmai e
[Report, any fem, transaction or event of a matertal and unusuat nature likely, in the opinion of the directors of the Compary to affect ©
.'j_algnlfcani[y the op&ratsons ofthc, Consohcﬁaﬁcd Eﬂi Ly the r@sul%s of those. op&rations or 'thc, state of ﬁffﬁtt": oz’ Lhe Consoi:dawd Eniliy
m future. fnanma; years A . L . U . -

".._'Dmdends TR - R R
s '. For aawdtnds deciamd af L@r 30 junc, 20{}6 st thc 7_




D { @C {Q i S E:}Q{N ifﬁ.{ dt {:) ﬂ C{)chlear Limiteg s its controlled gntfies for the year; endod 3UJL,F‘\_ 20{)6

tn 'zhe: opinion of the. dIZEt‘C.'tOES oz’ Cachleaz Ltmlted e e T el
ay the financial statements, notes, and the remuneration d;sc osures cortained in e Remunaratloﬂ r&pc}rt in. 1he Dzr@c’lor“s Repom‘. as set. out
i pages 2.te 59 are i accordance with the. Corporations Act 2001, including: :

() gwmg a true and fair view of the financial position of the Corpany and Comoitdat@d Enmy asat 30 june: 2006 aﬂd cn‘ th& :
- parformance, as. mpmsemt&d fry the results of their oper‘aﬁ ons and their cash fows, for iha f nanr_[ai yesr @ndf,ci o Lhat date, aﬂd

LBy complying with Australian, Agcou inting Standards and the Corporations Regulations. 2001 L L
- :_'__'f' b} thf,re are reasonable grounds to befieve that the Cormpany will be able to. pay #ts debis as and when t%:y btc«::me cige aﬂd payab

;_f' c) the remuneration disclosures that are comamf,cé in s&dtons of thc, Remunewancm mpozi in L?ac, D rrzctors R@pozi compiy wnh AASB s24 h
Relted Porty | Dfsdosur o5 tand ' : - . '

"._d) the directors have been glven the d&dﬁi“&tm%’l% fe:c;utred by section 29SA c,f the Curpoz ations Ar‘:L 2€}O| fmm 'i%‘«; Ch of Execuzive Off icer ':
e ‘t?v:, Ch if Fmanaai Of?c;ez for Lh& )’“Hi gnded 3{} }une 2006 . e : o S

D_azed__at_ Sydney this -é..s_-tb ..d_e}y .._o___f.Augusz ..2006_._ -

:_Ségﬂ_ed_ in accordance with a re_sgtu%ic_:_n___c_:f 1he _;E_irfe;jctoz_‘s:_ :

 Director
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.'Z'Swpe S e e

_'-.The Fmancm! Report, Remunemtwn d;sdasures and directors respons:bibzy e e e e
~ The Financial Report comprises.the income siatemerts, staternents of mcogm:&d nCome and ERpEnse, balaﬂc& sheeis statem&nt of cash

- flows, accompanying notes | o 32 to the Financial Staternensts, and the Directors’ Declaration for both Cochlear Limited {the Company) and

. Cochiear Limited and its Controlled Entities {the Consolidated Entity), for the y&ar endf,ci 30 }une 2006 The«: Ceﬂse [daied En tlLy compmsc:\ _
~beth the Company.and the entities it.controlled during that year "~ '

As permitted by the Corporations Regulations 2001, the Comparsy has disclosed information about th& remuneration cn‘ dtmc‘ms and -
.- gxecutives ("Remun&z ahion d[:clo:\ums b mqulr&d i}y Auszra[zan Acccuntmg Standard AASB t24 Reiaies Paziy Dtsdosums [ab&%led "audltf,ci”

_The Remuncrahor; R&;Jot"i a[so contams infor matron ot mqu;md by AASB 124 wf lch is not sasb;ect 10 our. audlt

U The directors of the Cempaﬂy are responsible for the preparation and true and fair presentation of the Finandial R&port and the - "
- Remuneration Report in accordance with the Corporations Act 2001.This includes responsibility for the mairtenance of adequate accountmg .
records and internal controls that are designed to prevent and detect fraud and error and for the accounting policies and accounting estimates
inkwrent iy the Financial Report. The directors are also responsible for preparing the relevant reconciling information regarding the adjﬁatments_ -
" required under AASB | First-time Adoption of Australien equivalents to Interaationol Financiol Repmma 5{01"!{}'(}!’(}? The directors are a[so - o
msponSIbI& fer Lh& Remuneratlen d[zC]OzU? es. conl talnc,d in thf_ DI{“{’:‘C.TCA 5. repori e :

_.'-Aud;tapproach B B . T
“We conducted an mdepmcﬁ&m audlt irt Ofd&z 'to EXprEss an opinion Lo ihf, mf_mbers Qf the. Company Our audlt was mﬂducied i
Caccordance with Austratian Agditing Standards in order to provide reasonable assirance as to whether the financial report is free of mate«:hal o
- rnisstatement and that the remuneration disclosures comply with AASB 124.The mature of an audit is influenced by factors such as the use -
U of professional judgernent, sefective testing, the inhererd. mitations of internal controd, and the aval ilabit |ty Qf pu uasiy;e K&'Eh&i“ 'than_r;_'qqdus_i\_{e S
- evidence. Therefore, 2n audit cannot guarantee that all materfal misstatements have been detected. - S

_eWVe ptr{m“'m@d procedures 1o assess whather in alt roaterial respects the Financial Report presents [an"ly g-lades danca Wth ‘thf_ Corporat ons
At 2001, Austratian Accounting Standards and other mandatory financial reporting requirements in Australia, 2 view which is consistent with. "~ 4
- our unde:r“standmg of the Company's and Ih& Cc:msol dated Er;‘tti)/ 5 financi al position, and of their pf_r‘fmmaﬂc& as mpr&semed by “the msulls of e

_ '.assess ng 'ihe appropt tatene«:ss of me account ng poitc =9 and d;sc; ostres u:&cﬁ and i?&e masonablmc,ss Os 5|gmﬂcam accountmg esumates maci&
by th& dicectors.. L _ e

- While we considered the cﬁac‘tlvc,nesg of managemems m{c,mai con{mss over ﬂnanc[ai reporting wh@n d&‘{e: mmmg 1hc,_naiur& an\i
.'.&xtem* of our pioc&duzes our aud Liwvas not de«:&gned to pzowdc& assurance on. sniemal con‘imi:\ : . :

- Audit apm;on
e our opm

( I) the Financial Report of Cor;h ear Limf!.&‘d Bin accozdanca Wlth '

__"(a) the Corporatsuns Act 2001, mcludmg SRR EPRTE e S SR
e () giving @ true and faie view of the Company: and Conso |dat€¢d Entlt)u ﬂnanmai posmon as ai 3G jun& 2006 and of theu* )

'_ parfomaﬂce for the financial year ended on that date; and T .

____\u) comp ymg with Australian Accuuntmg Standards and the Corpomiions Ragdlatlons ZOO‘ and

8 (b} other mandatory f nanr_[ai reporting requirements n Austaa[za and

o (2) the Rernuneration céisr:iosums that are Iaba[if,d as aﬁdfwd anci ccmta ned ] Lhe‘: Remunerauor Report 0 Lhe: Duu:tozs Report comply Wf‘?.h__:
' AAS% 124 Red a’ie:d Party D|sc|c>sures . - - S : - :

"'Sydnc,y IS Augusi 2006

UL John Wigglesworth, Partner.
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Remuneraﬁen Commm;ee S o L TR, BT . - -
. The Remuneration Committes oparates under dtl&gated authority of the Boazd The Remm&ratton Commii‘ze& ApProves th& R@mun&rauon N
U Bolicy and structure for execatives and executive d;mct@ {samor f_xer;utwes) anci mak&s r&commtndaisons o the Boand on Lhe i@tai
v rtmunerat[m packages of gach, seni or executive. | o - L

Exi&mai adwf:c, O3 Cemngs zmon mai‘ters ss obialne:d anci fs mad& ava:lable for th& Remunaz &“tl('}l"l Commrt 1

Remuneraﬁon ;;clsmes«—auélted T e T

e Board recogrises that Cochlear's pu foamanc;& i5 céependf_m o Lhe qaal £y of ils pwpe To succcssfal Y ach[eve: its fi nam;ial and oparating
. objectives i a complex and global environment, Cochiear must be able 1o attract, motivate and retain highly skilied senior executives who .
“are dedicated to the interests of shareholders. Cochlear acﬁop‘ts a taiai mmur‘eratton appm&ch for sen[or c,x&cutfv&s Thc, key Pt mmples Lhat _

' .und&rpm Cech war's Remuneration Policy include: - - K

' *a compemwe Totat Remmera%on 51,| rategy provided 1o axtract, motevate and retain senjor exew%we talent;

_* a swnificant proportion (i to 50% of total fixed remuneration) of total senior exeruizve :emzme*a{uon s'ﬁceci to f;nmmal pef“ormanfe and ba,sme“
. ebjemves under.the Cochlear Management Short Term Incentive Plan (CMSTIP  and &t 0 0 S

_* a sgnificant, proportion {up to 40% of Zoh f;xeé zemunem‘mr}) 0! Lr:ﬂ,ai semor execui Ve temmerazlor} ;niced o 1?29 Pre"tton 0? I-:mg %,em’z value '
- ior sharehlders under the CELTIR - S e e e L T T T T
[he Rernuneration Policy assists Coch car o, achteve its business nirazegy and abjectives. The Ramunerattm Commme:e recogmsf,s that wh le
L rerneration is a key factor in recruiting the right people, & s not the only factor. Cochlear’s cor porate mpuiatton its eth[cai c&ltura and vaiues
i and its ab:[ziy 1o pmwcﬁ& mtemstmg and chaliang ng carger opporwmt es, also piay ar [mpot"tant roie. :

o Remuneratzcn struczure

- “Senior executives — audsted

&% o total fed remuneration made up of base salary ang superantration, retierment beﬁeﬁ*s ang oPhef znmdent&l benefﬁsr and '

o VARADIE remuneration made up of an anrual, short«zerm incentive plan and Jong-term incentives. B S .

' Tre remuneration stracture is dessgn&d o s‘ia ke 2 baiancc& betwr.m f xecﬁ ancl variabc, rernunes a‘tlcm Var‘zabe mmnembm is '1|€~:d to
- performance and is at riske : : :

_'_"-Serv;cemntract5~aud:ted R T P L T
- T Cochlear does not enter into service contracts foz senior ax&cutwes, cher than the CEO;’?F&SJd{:’m Sf_mor c,x&cutw&s operate undez siaﬂdazd_ n
- termination and redundancy conditions with the following exceptions. The President, Asia Pacific Region has a notice period of three months
and the President, European Region has & notice period of six mcmihs The: Pmsscﬁen‘i Eumpeaﬂ Reglon Wlil r&g& ve s axinum, of CHF 30 OOG_
o repatriation costs i the case of Le«:z rrdnation of resignation. SRR - _ -

i The CEC};’Piscﬁeﬂrs COI"ldlLEOﬁS are .-;e«:i out separatc,ly in w:h[; Remun&zam,n Report

B .'Base saiary and benefits ~ audsted

'_'-_--Bas& salartes are determined by refc,mncc, e} appﬁopt iake i}enchmark |nfc:rmat|c>n taklng i, acceum AN mdmduaés msponstbti
performance, qualifications, axpm&nce aracﬁ geographical %ccailorl o

Iy addition to base salary, selected overseas based executives receive addrticmai benefits mciudmg health insurance, a car ailowaﬂcc, aﬂd a
_"-_'-re[ocattcm aliowance. In Australia, retirement benefits are paid in line with the statutory Superannuation Guarantee legislation leveds. In july

~ 2003, members of the legacy defined benefit plan {Plan) were given the opportunity to transfer 1o the accurdation fund with ongoling -
- contributions based on the estimated required Company contribitions under the Plan actuarial assessments 1o ensure that empiuyus are.
rac,t adversely prejudiced by i?‘c, raoye. The transfer of all members was compi&ed in the first half of the 2006 financial yf,at" w -

‘Globally retirernent benedits are paid in tine with local legislation and practice. '



..jj_'_R@mm@ra%i m R{:pw“{ ot i

s cantrolled erdities forthe yepr ended 36 June )_O{)é . B

'_'-_-\/anahle remuneration -~ unaudsted BT S

- The Board believes that well designed and managed short-term ancl Iongvtezm ircentive plaﬂs are tmportant el&mmzs of empioyf,f_
- remuneration, providing tangible incentives for senior executives 1o achisve Cochiear's short-term and long-term performance goals. .
" Participation in these plans encourages greater involvement by senior executives to sham irt, thf, mLuf@: gf owth pmsp&zlty arzd pmf ‘Zabd y :
- -of Cochlear in a way. that gives them a commamty ol interest with shamhoicﬁe«:i ' : -

“The pt“opomons of vartable mmmcrat fon oppcx ’imlty vary mz seniar CK&‘CLJL[V&S thh i Cochiear re:ﬂeectmg an mcﬁwtdua 5 mspemb |{UE‘SJ -
pegmmam& and e:xpemence S B . " . o

* Cachlear Management Short Term Jncenﬁve Pian - audﬂted R A S e e
- Short-term incerntives for senior executives are determined under the CMST%?Th& short-ferm |nce~:ntwe~: is structur@d in such a way. ?_ha*é a
Csignificant part of the senfor executive’s package depends upon achievernent of individual performance goals linked 1o the business objectives. .
~and the financial performance of Cochlear Financial meastres mcludf, PEYere, ﬁf‘td f_amm?s bafam m‘tez @SL aﬂd faxes Largnms Shc,t g~'term_ o

-..._mcmtsves are paid on both the balf and full year results. e e e T T : R

“The percentage of total rermuneration that is allocated to shori -term incentives varies acceiﬁtng 0 Thﬂ senior extcuwf,s position R
'_'___and the range is 30% — 50% of total fixed reruneration for ac;?uwmg ail budg@tecﬁ targfeis In yaar“s of &xc&pwnai p&ﬁor‘manc,&, Lhe shor“t “erm -
--|ncentwe:s could increase to 100% of total fixed mmszératsun e S

- senior PXEC“{'VE‘S ”‘939 are deP””?ﬁfeﬂt on fmnma objeﬂfves and agree
goas,aad S

é_betweer_w_th_e_ CEQI_fres.dem. and_zhe s_enzc;_{_ exec_u_:._we on md|_wdu_a pf:_r_formar_;_c_:e -

e the CEO/President and the other senior execuiives and then the CEO/President and Ch%armw assess progress towards the ﬁrn'zmul and mdlwdual
" performance. goais. The Remuneration Commities reviews. and the Board approves, these assessments prior to. any payment. .

“The Remuneration Committee also evaluates the proposed short-terrn incentive awards in aggresate and determines their appmpr‘zai@n&s:
" having regard 1o Coch ear's ovual fmanmai msuits Aﬁei Lhts assessment ghe«: Remune:ratlor Commzmze makes 11.3 mcommmda!ion ia ;.he«: .

. ~Board for payment, - &1

'..:Onc;& appmved by 'the Board iht short wm mcentwe awartis are pa:cé to pamc pants. This QECUis on 2 half and ful% yf,ar bas

"'Ccch!ear Executive. Lang Term Incentwe Plan — aud:ted S SRR R : e
[ The CELTIP was approved by shareholders ai the 20(}3 Amua[ Gmeral M&m ing {AGM) Tha CELT%P i df,mgnad to mmrti smlor CX&CUT:N&S
~for achzevmg long-term growth in sharehoider value. =~ '

' :"nger executives are offered a mixdure of options (bemg opuons o acqu re OE‘C]I[’I&I y -,;haz =y Cor;h ear. Limiied) and p&zfmmnca snahes
_'_"(bung LIrtts of fu[ly patd ordinary : shams fr Cochiear lelted) e L R - e

CTne number of options and performance shafe:s offered to a senior executive dep&nds on Lh& ir ﬁxeci remuneration and Cochif,ars 'ta,rg@t
- remuneration package for the senior execative’s pomon The m[xtum of opttcms aﬂd pumm‘ e, shar@s zs df,ieimlneed at the dzsca &uon of _
~the Board, havmg regard 1o the senior executive’s m%e : e )

~The exercise price of the options & Dased on the wmgi’a‘zed avf,rage price of Cochlear i_mfzeds shares traded during the fw& b%_i:\ ness céays o
- following the date of the provision of the firal preliminary report to the Australian Stock Exchange (ASX) In August each year Alt options refer -
“to options over: ordinary shares of Cochlear Limited. Each option is convertibie to one ozdmary share Ear;h p&ﬁ(}? ENGe sham souaies o ong
_ordlna: y sham AI p&; roa rance shar&s are ortimazy shaz es c:f Cuchteea: L ted '




iies Tor e year ended 30 une 2004 -

- ‘Both t?& options amd puformanr:e shaz‘&s are subject {0 p&r‘ormancc hurdles and vesting restrictions, which will ubtimatety determing '
'ihe«: fmai mmbw of Qpi Ons that wyilh be c,xe:rclsab & and ’{he number of per{ormanc& ;\hares r&ceivab e by__a_ SEnior &xet_:utiv&,'l’_he__ v

) 4 ﬁree year vesting panod - dw g wiich ime the servor execulive, W|I be unable 10 exercse the oplions or rade the perfarmance shares, and ..

'-*--the serforrmance of Cochiear over the vesting period — measured Dy using growth in earnings per share (EPS) and total shareholder return {TSR) as measured :
”'ﬁ__".:'againsé the S&PIASK HIGindex compasator group. Hall the offer will be assessed aganst EPS growth and the other ha¥f using TSR growth as {oliows:

CR%

' --_'-_Opﬂons and pu{u:mance shages. oniy vest Hthe pam’ormame«: hurdle:s and time guiali fcatluns are met.

: - There are no voting or dividend. ﬂghis attached to Opi ons. There are no votzng rights a‘{iach&d 0 the umsswd ordmat Y shatc,s _

©Woting rights will be attached to the unissued ordinary shares when the options have been exercised. Perforrnance shares are held -

< in trust for the senior executives. Dividends paid to the trust are subsequently paid to the relevant senior.executives.Voting rights are .
- ‘not transferred.Voting rights are altached to the performance shares once ownershtp Is. Lransfured Aﬂy livi d&ﬂdii pald on pe:rformance .
o shatfzs that are :ubs&qumtly forfwzed are not patci to ‘ih{, smfor excwtvc :

- Performance of Cochlear in current CELTIP cyc - unaudnted

:_'Z Bepicted in the charts below is a compaz ison of basic EPS for financiat yc,ars 2002 ie 2006 and LheTSR pu Formanc& of Coch lear

&4 re:tatsvc 1o the S&PJASX 100 mdax fmm fnanuat Years 2002 o 20{}6

P
'f’ SREIASXK L0 index |

. Corbiegr Limied -

m respect of the current fﬂam‘_lal y*:,a and the previous | ﬁ:)u: fimanciat yc,ai 50

L Amounts §

- MNet profit attributable o equity holders of |
" the parent (millon)

" Dividends paid {miflion) 49| 428 433 333 26.

" “Share price

. Net profit armourts fof y@ai 5 2002 to 2004 were calculated in accordance Wlth previous Aubtrai[arz Genes aliy Accepted Accounting Pmncmits
“oiprevious GAARYL Net profit for 2005 and 2006 has been cakeulated in accordance with AIFRS. Net profit reported for 2005 under pre\nozjs
'--:-GAAP was $54 3 sl on Fcn ‘Lhe |mpar1 on ret pr“c:fzz of Lransmcm to AIFRS se Note 3 o ‘ths, fi namal statements, -




Rﬁff ﬂ }i.j ﬁ@ E‘afl @ ﬁ RQ DQ { é: Cochl&u §_|mrLed i ‘1{3 &s cony cllcd cnmzos far the yeas cndcd aGJuno 3006

Executzve Shane Optlon Flan audzzed

~The ESOP was replaced by the CELTIP in 2003.The ﬁnal ESOP ai acation vc,stf,cé i Sc,ptembf,r 2005.7he ESOFJ COVERS ati opttons grantf,ci

"o senior executives prior to the 2004 firancial vear: Under the ESOFR each option is convertible 10 one ordinary share The exercise price of -
"._optlcms is based on the opening price of Cochtear Lirmiteds shares sold in the ordinary course of trading on the ASK on the da’rea the o'fe«:r of
- the; options was made. Options | ha\f«; a three year vest ing pesi fod, and mist be exercised within 3 month of vesting {expiry date). - e

- Al options under the ESOF fapse on the earlier of the expiry date or tarmnination of the ernployee’s employment. Options do not vest unt[i -
“three years after granting and thereafter the number of options exercisable depends on the compound annual growth rate of EPS achieved by - _'
.. Cochlear over a three year period. Three levels of growth have been set which determine the number of options, which are exercisable i any |
T particular year:  the minimurn compound annuat growth rate of 10% in EPS is not achieved, no options ¢an be CX@!“’”iSQd Tc> ach feve JOOA

Iocatror; 3 compozmd anral growth rate of {86 i EPS over: ‘the threg yc,ar p&z tod st be achlevué

. ;.Them Were no vl tmy or. d[v:cﬁe:nd r|ghts attac:md to the: opilcms
-"_'-'.:Executwe dzrectors - aud:ted AP S SRR . .
L A‘i the date of this Remuneration Report thc,re are two, &xecuhv& dueacwrs in off ice. - Sl
:'Dr CG Roberts was appointed 10 the Boazd on.| February 2004 at the time of his appointrment as CEO;’ Pr@;tdmt
- ._'-_"Drji Park&r was appomtf_ci to tﬁez BOHId on E9 Mar c;h_ 20{)2 Dr}L Pa,rketr is th& Compan)fs Ch fef Tc,c?mology C}iT icer. -

DG Rcbf‘r{s

‘Dr CG Raobarts has bwﬂ appolnteci fora ﬁxad Lern of ‘thref, years from ih& COMMEencement cia‘te of i Febmai ¥ 2004 If Cochiear terminates - -

- Dr CG Roberts’ employment without cause before the end of the term, he Wi“ b@ entrt f_d to mmw, an amount equ;va emz o ‘the total foed .
-.mmunaraison he would have received during Lhe balance of Lhe«: terrn. 0T . : T :

Dy CG Roberts participates |n the CMSTIP at a value equal to 50,6 of wzai fi xed fe»:munuai

':_'Dr CG Roberts participates ‘Lo a vats;e @qua LQ 40,6 of total nxed zemunua*aon undf,r 'the CELTIP This Is.in the: fozm of 75/ opﬂons and
_ p&i fozmanw shares ' : : e T e : g : _
_'_'Drji Parker i mt stbj &ct o any SErVICE contract and Qperatf,s Lmdez siandazd empleym&m wmlnat;on and re:dundancy corldmons
'--_Drji Parker participates in Lh& CMSTIP “at a value e:qua o 30,6 of total fixed reruneration, .. o

. Dr i Parker pamf:tpaies 'tc: a vaiu& cquai io 30% of Lr;}‘ial f x&d mmunez*atlcm ur‘zdez the_CELﬂP Th [s in the«: T’or‘m Qz’ 75% thons and ZSA
ptrfo; PHance shaz s, e -

.~ Non- execut;vedzrect0r5-audzted N TP P P e e BT
Fees for non-executive directors are based on ihe natua"r_ of 'ihe‘: d[mcmfs work aﬂd their i@SpuﬂSibl ities. The remuneration rates r@ﬂed Lh&
. complexity of Cochlear and the extent of the geopraphical regions in which Cochigar operates. [n determining the level of fees, survey data -

e on cc;mparabit compames has bf’:&n congsidered. ‘\Jon executive directors’ f&es are mc:ommeﬂded by the Ramun&z anon Cc;mmlLtac, ﬁﬂd -

.._"me 2003 P PIEW DO -Executive cilze:c‘:tcnr has been antltlad 10 join Lhe, Cochlear Limited dtmctor“s refirernent :cheme: Ncm execuuw: .
g 'd[mc‘mzs appom‘zed pﬂor e ih[.-; are m&mbers of ii% ach&me Wh ch pt“owd&s d[rv:_c‘iors wth more ihan f Ive y&azs service mtlreemam ben&f 13 i,

”Th&ze ae no commrtmmis 10 Bon: ex&cutsve: dlze:c;wrs arisi ng ;zom nop- Lanceilabie comracis wﬁh Lhe Cc:mpany
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'_Dlrectors and senior executives’ remunera{&cn detazls - audzted
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Remuneration '.':R_@'p_g:s . Costlea Limted and s conolled enties for

year ended 30 hune 2006

Exercise of options granted as rerauneration - audzted

COr L Parker

. 'Execatives
" e N Mitchel

U Mr fF Patrick 8000 36,62
S T

T Executive direcrors

U Dr €6 Roberts 402,155

68 o Cher T 7421

" Executives

M REek 25896 -
M Mitghall 15,364 -

T M MD Salmon 108,719

e CM Semith 1728y

: ‘M H Yoshikawa 3,559

L Corapany

7 M MC Kavanagh 92,127 06.0% L

" Mr DN Morris 93939 107.1% .




. R@ Yy i.,% ﬁ ‘@ I a{ %‘5::3 §N§ R@ p{} {\i :'__:C<‘_,chle;a.-_-.$_imit¢¢ dﬂd ais conz’@l‘ed cnmzos farthoyeaw er;dad BGJurﬁl‘}Dé :

Analyms of share based paymems granted as remuneration - unaudsted

Details of the vesting profie of the options and performance shares granted as remunc,ratton o f,ach dzmctor of ‘thf, Cempaﬂy and each of :
- the five marned Company executives and retevant Consolidated Entity executives are below:

- ed
- i
" fimgaist

. Executive dirgctars

23 A 2004 30 june 2008

22 August 2005 30 une 2009

| Seplamber 2002 h 30 hene 2006

§ Decamber 2003 30 june 2007 26 - - e
23 A 2004 30 june 2008 L . . i B

30 fune 2009

- Emecutives

N .Consoh’dared Enity

§ Docamber 2003 30 june 2007 s - - T e

2% hupst 2004 30 fune 2008 _ T
92 Ao 2005 30 june 2009 -

| September 2002 30 june 2006

§ Digopmber 2003 o 3 hune 2007

D Aupes 2004 30 fune 2008 . . 9559

22 Auman 2005 30 june 2009 o : S asae

23 Aupust 2004 30 june 2008 250 ) : sz

22 Auman 2005 30 june 2009 Toms i Tmges

27 At 2004 30 june 2008

02 Augus 2005 30 june 2009

I Sep'ta-\mber 2002 h 30 hene 2006

{ Decomber 2003 30 june 2007
' " 30 june 2008
30 june 2009

' 'Compaﬁy

M M40 Kavanagh . § December 2003 30 june 2007 C 29 o L w e

23 At 2004 30 june 2008 : . i s

22 Augus 2005 30 fune 2009 Ty . T T aeess
§ Decomber 2003 30 june 2007 : ) s

23 A 2004 30 june 2008 T _ _ —
22 Augst 200530 june 2009 -

I September 2002 30 june 2006
't Decanber 2003 30 june 2007 Cm ; . i 0w

03 Apst 2004 30 june 2008 2152 : ; i

22 Augst 2005 30june 2009 T R T

srrmegaentl i




. R@ Emﬁ % i} ﬂ @ Y (fi.?: {3 §N§ R@ p Q §,\»§: Cocn ey .i_um"pd and fLS ccnmllc,é erzuuos fcl ,

he yoar__gnéed_ 30 juene 2006 - -

._'_"Anayszsofmevementsm o;tlons~unauduzed L T T

74238 374738
e T G0 o 269965

Mr R Brook 160,481 ) ; 160,481

" Mr N Mitchel? 131,620 68,000 58,000 267,620

: D S T e T S S 45,383 o
T oM e T T N 57845

L Mr H Yoshikawa 64,843 13,600 13600 92043 .

- Company

Mr o Mo T e T T T 02793 .

6,595 - - 106,585

’ veme 55000 2958

0
'.__"-_'--Urzlssued shares under option ... .o . . S . _
. Ag atthe date of this report, unissued on’imaf“y shares oz"thf, Compaﬂy undar options gre: LTI
e ot oy PR et o
e T T s T oo 2006 — Seprember 2008

715,540 CELTP %1897 August 2007 - September 2009

" "?25,9{)3 CeLre 53993 August 2008 ~ September 2030

'-.:The closing sham price at 30 June 2006 was $S4 63..

Dunng the franciat year, the Company grasited 725,503 c,ptsuns over cn‘dmary shares to s,mpleyws undf_r 'ihr_ CELT%P The omtons T
- are exercisable in the two years following lodgement with the ASX of the Cornpany’s prefiminary financial report for the year ending -

.30 june 2008.The number of options Wh[c?a w: i be EX{EV“CISEib{‘_ is df,peradent on ﬁ*ae pcrrormance IERSUNGS aﬂd reteniwm iequzmmgﬂ*{s_ _'
+ st out in this Remuneration chort - T

.___':.:Dunng ihf. year 51 3 5{}0 opt[c:-ﬂs gzamed by 'ch Company were fozf et




Appendix 4E

Compliance statement

1 This slatement has been prepared under accounting policies which comply with accounting standards as defined in the
Corporations Law o other standards acceptable to ASX

identify other slandards used NIE,

2 This report, and the accounts upon which the report is based ({if separaie),
use the same accounting. policies.

3 This repori doss give a frue and fair view of the mallers disclosed.

4 This report is based on financial statements 1o which one of the following applies.

The accounts have l l The acoounts have been

been audited subject fo g review,
Lj The accounts are in the E » I The ascounts have not yet been
process of being audited audited or reviewed,

or sublect fo raview.

5 The sntity has a formally constituted audit committes.

Sign herel Date: ... 15 August, 2006.......
{Company Secretary)

Print name: NJ Mitehell



