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- 'pf this device and based on our early commercial discussions, - -

- for screening and delermining early onset emphysema is -

. treatment is valued at more than $1.0 billion we see very iarge -

?;ff_CH_AiRMAx s LETTER

iE}}Dear Shareholciers : _ _ . _ . RS
ffﬁ}The 2004/05 fnanmal year has been (me of further progress and cieveto;:ment it is aiso a year m
' which the Company has substantially expanded its activities with the acquisition of 100% of the
E@f[shares in Medic Vision Pty Ltd, a company operating in the dynamic emerging new technoiogy "
“market of virtual reaitty baseci surgtcai traming tools for tramee Surge{)ns and the qua[;fed
urg;cai market place ' :

: - has been completed with highly encouraging results, This -~ .
- wholly-owned subsidiary, Pulmosonix Pty Ltd, A substantial " provides the basis for moving ontn Stage 2, a larger human trial - "
1 amount of work has been directed at refining the AlrwayClear " and more advanced prototype. As with Stage 1 (which was 50% - '
- platform to enhance its ability 1o be used as a basls for all | . -funded by a R&D Start Grant), the Company has applied for -~
- nther product developments, During the year the Company also . matching funding for Stage 2 under the Commercial Ready .

- completed the buy-out of the minority interests in Paimoscmx - program. it Is expected that commercial discussions In respect
L -'by way of the Issue of shares and aptmns in tE‘ze Company, - -of tE‘ze Pulmoscreen product wzii commence in eariy 2006, .

' The year has also been very active for the Company’s other

= -'_Farther testing of the AirwayClear device as a sieep apnsea : ; - The Company has always maintained a policy of reviewing ;ts_ .
- .monitor has resulted in improvements being included 1o the ".__'inteiiectaai properly portfolio on a regular basis, Significant
. - ‘device and its extension as a device to detect sleep apnoea | n o ~steps were laken during the year which led to a substantial RS
- necnatal infants, I Is now recognised that many pre- -term - U expansion 1o the [P portfolio - in respect of. cveraii appizcatmns
" “infants suffer from sleep apnoea as part of theirearly . : "-_:as well as pmduct speczﬂc iP protectzon R

- difficulties in breathing unassisted, Pulmosonix has compieted

- . \ . “.. Following an extensive due dziigence review the Cempan
.- ~a small number of baby studies which demonstrate the efficacy acquired 100% of the unlisted Medic Vision, This Cnmpa:y,

" we are now undertaking additional (and larger) clinical trials of - . founded in 2000, and generating revenue from an early date,
- We are RoW unueriaiing a ona 5 “.. has become the leading participant in the emerging surgical +

. :._:tims device in Melbourne prior 10 embarking on further detaiied | skills training market, depioymg Vzrwai reaizty (VR} szmuiators
- commerclal discussions., which we bepe to commence by the - R

coend of thisyear. = " = - and related tools,

o " o T Medic Vision provzdes a range Df soiutmns to surgacai centres

.- The ether exciting deveiopment in the F’uimosomx portfi)izo bas C

;:..b 1 the progress made in respect of the PulmoScreen roduct, - teaching hospitals, and related institutions, mcorporatmg ti’ae
| 'DEEN IRE PIOETEss Made in resp p .- design, Installation and fitting out of centres, supply of -

- for detection of early onset emphysema. Currently, this - " simulators, deveiopment of wrrzcaium as weEE as ongomg
- condition is difficuit to diagnose and once diagnosed it is _

; - .-trammgandsupport S e
- usually at an advanced stage where treatment options are S -
- Climited. In addition, current diagnosis of emphysema involves . With the increasing difficulties assocxated wath utziismg human
: : f'j_use of X-ray, {7 scans and/or full lung function testing, These ----_"--.__and animal body parts as a basis for tralning surgeons, VR -
- methods tend to be expensive, time consuming and, in the case - training tools are ‘coming of age’. The tools being deveieped ERT
- ~of an Xeray and CT scan, potentiatly harmful. As a consequence, - . Today deploy high resolution computer graphics, haptic force "
1. fast, reliable, inexpensive and easy to use non-invasive test . feedback) technology as well as high level computing power, ™

D D " : '----.Medzc Vision has compieted the development of the majority of |
- -expected fo have substantial clinical ulility. At the same time,a - ., oio a1 ckills training centres in Australia as well as several - -

device which can differentiate between a mild and a severel_y..’_'._' projects in Hong Kong, With a number of prestigious projects
- damaged lung is also expected 0. be far more usefai_tbgn_ =t :

T o " now complete, the Company is now poised to embarkona .
- current diagnostic methods. "~ T “‘period of rapid expansion in Hong Kong, China and the UK. -~
. Following the acquisition, Medic Vision has significantly -
: " expanded its sales and marketing and product development =~ - .
-*--market potential for a device with the features and functionality - teams. In addition, Medic Vision’s own products will shortly -~ "
- “that the PulmoScreen appears to exhibit. An initial clinical trial . . appear on.the market with the release, prior to the end of 2005, -

: : .Z ‘Given that the current market fer emphysema dzagnosxs and
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: ; :.At the same {ime as the acquasitm was csmpieted the
- Company finalised a $3.5m placement of new shares and o
" pptions, This raising was completed in a difficult environment )
e ‘where 3 substantial number of listed biotech companies have '-'_'_"-__Paimasomx 5 further pregress over. the cemmg menrhs
| witnessed major declines In their share prices, This has made___:__"_- e L RV, . -

- raising capital exceedingly difficult despite, In many {:ases, el

: f'_'_compames having very good prospects, " '

. - One of the important messages that the D:recmrs wash tc:
" gonvey is that Premier Bionics Is a company which is . .
- “predpminantly In the devices area and isnot a tracﬁtionai -
- biotech company involved with long lead time drug - =
- development programs or expensive clinical trials, It Is currentiy ~Executive Chairman
- 'generating revenue with the expectation of this continuing o -
- 'build significantly over the course of the next few years, "

1" n the area of respiratory and sleep medicine, the Company has

| now developed substantial expertise. We continue to review - -
. “other complementary opportunities in this space, particularly
- where such ppportunities are at later stages of development, .~

U CHAIRMAN'S LETTER

- of s own exciting new medical simulator training product. -~ - ~The Directors are confident that the next 12 months will see - e
T Medic Vision has a strong product and customer pipeline and is . - significant commercial progress occur both in Pulmosonix and S B
= poised {o become a major player in this rapidly developing -
- '-market We are very excifed about the prospects fer Medzc '

-__"'Medzc Vision as these companies commue ji:] mawre and
-.acb;eve tbe;r varaous maiestones S -

in closing, | would very much like to thank aEE our shareb{:{ders_ L
.. for their continying interest in and support of our activities, In - "
- particular, the interest in the Medic Vision acquisition has been * .
“very encouraging and we look forward 10 reporting on i1 and

": Peter Marks L

29 September 2005 .

wiww.prersierbionics.cem.au



Premier Bionics has continued to focus its activities on the acquisition of

and investment in fledgling companies which operate in the medical devices
and diagnostics sector. Companies under Premier Bionics’ control need to
demonstrate strong commercial potential and have, as their target, the global
device and diagnostics market, where commercial arrangements including
licensing agreements, product co-development opportunities and joint

ventures are the most likely outcome.

In selecting new investment and acquisition opportunities, Premier Bionics
gives substantial weighting to projects that are clearly in the later stages of
their R&D program and where a commercial outcome is likely to occur within
a 2 year timeframe. Part of this strategy is to seek products that are next
generation or add-ons to existing products, and where new technology is
being used to address a current medical problem.

During the period under review, the Company acquired 100% of the equity

in Medic Vision, a company developing and marketing surgical simulation
products and providing consulting services to assist with the establishment
of surgical training centres. This acquisition represents a significant
milestone for the Company as Medic Vision now becomes the second
wholly-owned subsidiary of Premier Bionics and it is a company with existing
products and revenues. Additional information is provided on Medic Vision
and its activities in this review.

www.prentierdionics.cem.a
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REVIEW OF UPERATIONS

THE PREMIER BioNICS TEAM

Premier Bionics has successfully assembled a broadly-based
technical, project management, business development and advisory
team. The Board possesses a breadth of skills and expertise that
continues to assist with the selection, management and ultimate
exit of investments. |n addition, there is 2 depth of knowledge of
the regulatory and patent environment encompassing medical
technology as well as strong understanding of the technical and
commercial needs of potential purchasers of medical devices.

The skills that have been assembled with Premier Bionics provide
strong support 1o the operations of the Company and its
subsidiaries.

FINANCIAL SUMMARY

The capital raising which was completed in April of this year {in
which $3.5m was raised before costs) provided the resources to
comptete the acquisition of Medic Vision and funds necessary for

its future gperations. i is also worth noting that as at 30 june 2005
Medic Vision exceeded its revenue target for the year. The capital
raising also provided sufficient funds for the activities of Pulmosonix
over the next 12 months which will be an important period for the
Company in terms of commercial outcomes.

For the year ended 30 June 2005 the Company showed an operating
tass of $4,194,078 and as at 30 June 2005 a cash balance of
$3.429,467.

MEeBIC VISION

tedic Vision is a technology service provider working in the medical
industry which specialises in the design of medical and surgical
training cenires and the development and commercialisation of
unique surgical training products utilising proprietary virtual reality
and 3D computer software. The products are designed for use by
doctors, surgeons, nurses, health workers and used in universities
and hospitals.

The demand for Medic Vision's products is rapidly increasing due fo
the emerging inadeguacies in current training methods and factors
including:

s unacceptably high levels of surgical mishaps internationally;

« ongoing mandatory requirements for surgeons and healthcare
professionals to constantly update and maintain thelr skills;

« changes in the medico-legal environment are Increasing the
scrutiny on surgical proficiency and accountability;

s diminishing access to traditional methods of training such as using
live tissue (animal} and prepared cadaveric material is limiting the
opportunity for surgeons and frainees to obtain hands on
experience away from the operating theatre. Therefore the demand
for the use of virtuat reality to auvgment traditional training is
expected to increase dramatically; and

wiww.prersierbionics.cem.au

« the addressable market for the software training programs is
considerable with over 1600 medical schools in the world and
over 6.0 mitlion medical practitioners globalhy.

The key objective is that virtual reality becomes essenttal in the
training of surgeons and other medical professionals just as flight
simulation has become an essential and integral tool in the aitline
industry.

BACKGROUND

Surgical error ending in death or adverse outcome is a significant
problem in the medical industry. In 1999, 2 US Institute of Medicine
report estimated that 2s many as 95,000 people die in the USin any
given year due to medical error. The cost in the US of preventable
adverse events {medical error resulting in injury) is estimated to be
between %17 billion and $2¢ billion per annum.

it has been well established that surgeons and medical practitioners
engaging in ongoing tralning 1o lift or mainiain their skill levels for
non-routine performed procedures substantially reduces their rate
of surgical and medical mishaps. This is evident in other sectors
such as the airline industry, where pilots routinely engage in
simutated training and skills assessment in order to maintain
proficiency standards.

Surgeons and medical practitioners have traditionally trained by
ohservation (see one/do onefteach one}, practicing on cadavers and
animals, attending and assisting in actual operations. All these
forms of training are sub-optimal and are becoming increasingly
difficult to carry out for 2 number of reasons:

+ cadavers are expensive and do not have realistic tissue properties;

« the use of animals is becoming unacceptable {phased out in New
Zeatand);

* “hands on™ experience is not gained in the lecture theatre;

+ learning on the job in an actual operation puts the patient at
greater risk.

THE SCLUTION

Compuier-based surgical simulation not only overcomes the
timitations of traditional forms of training but also provides the
basis for a very high degree of performance benchmarking. The
measurements can be used to determine and validate the user’s
performance in a patient-safe environment.

The combination of 30 modelling with force feedback capacity
ensures a very realistic touch and feel as well as a high definition
graphical representation of anatomical structure. H is becoming
increasingly apparent that virtual reality training will become a
fundamental part of education in medical schools, teaching
hospitals, and medical skills training centres globally.



THE TECHNOLOGY

Medic Vision develops and deploys virtual reality medical training
software applications for medical procedures that are minimally
invasive, screen-based or have a high tactile reguirement such as
epidurals, cannulation, laporoscopy and endoscopy procedures.
Products are developed utilising advanced 30 computer modelling
combined with haptics {forced feedback) technology to create the
simulation. The products (simulaters) combine a computer, screen
and robotic arm that simulate surgical instruments {(scalpel, syringe,
forceps, clamp, et} with optional force feedback. The robotic arm
allows the user to interact with the 30 image on the computer
screen. As the user manipulates the robotic arm, the images wilt
change in response to the action, while at the same time the robotic
arm will apply appropriate force and movement in response to the
users action. In concert these two technologies provide a complete
virtual reality training environment that delivers the effect of high
definition ‘touch and feel’ back to the user.

A PACKAGED SC1UTIiON

While the base technology provides a very compelling tool for virtual
reality training, Medic Vision uniguely recognises that a2 more holistic
approach is reguired to address the full training requirements. for
this reason Medic Vision provides a complete training package that
incorporates:

« Educational content: including course notes, background material
and instruction;

« Multi media: delivering instructional video and commentary from
live procedures;

* Haptics software: virtual reality that allows the user to perfect the
procedure in a patient-safe environment;

s Assessment: allows the student and teacher to access
performance against measurable ouicomes.

s Skills Training Centre Design: where required including the linking
to other skills fraining centres around the world.

Medic Vision provides 2 complete educational framework with

all of its virtual reality training software. it is intended that this
educational framework will be incorporaied into accredited courses.
This complete approach makes Medic Vision unique in the global
market.

Complete Medical Education Package

Measured
Assessient Educational
Content
VR Trainer Mutti Media

{Simulatern

THe CURRENT STATUS

Medic Vision currently derives its income from selling medical
simutators and consulting services in Asia Pacific. Offices are
currently located in Melbourne, Perth, Sydney and Hong Kong.
Medic Vision will establish an office in London by early October 2005
and commence selling simulators and consuliing services shortly
thereafter. At the same time Medic Vision is making considerable
inroads into China and Hong Kong with the design of skills training
centres and the marketing and sales of medical and surgical
simutators.

The market strategy has been to work with existing organisations
that produce simulators and to package those with curriculum and,
in some cases, skills training centre and operating theatre design
and development, to provide a total solution package to the
cusiomer.

To date Medic Vision has acted as an Agent for computer based
simutation products but is also very active in the development of its
own simulators which will address areas of surgery and medical
procedure which are not effectively ar currently catered for. The first
of these products will be launched in the fourth quarter of 2005 with
a further series of products under development.

THE FUTURE

The rapidly emerging need for proficiency-based accreditation in the
medical field is a considerable market driver and this is likely to see
an exponential rise in demand for the Company’s producis and
services. The beginnings of this rise are identifiable now. This will
crezte the need for further product development as well as
incorporating new visualisation and web based technologies to
assist in greater deployment.

Furthermore, as the use of imaging and robotic technology increases
in the operating theatre, the need for specific simulators for training
will also evolve. It has already been expressed by Colleges of Surgery
and regulatory bodies that patients cannot be used as a teaching
tool for new technologies and procedures as has been done in the
past. Realistic simulation is the solution.

PuLmoOSONIX UPDATE

During the period under review Premier Blonics acquired the
remaining minority interests in Pulmosonix and in so doing
Pulmosonix became a wholly owned subsidiary of the Company.
The transaction was completed by exchanging new shares and
options in Premier Bionics for the balance of shares not held by
Premier Bionics in Pulmosonix. The terms of the transaction were
agreed early in 2004 and the fransaction was completed in
December 2004.

The major focus at Pulmosonix during the year was o devole
resources owards product development activities that will bring
products to the market as early as possible. To this end, resources
have been directed at the development of PulmoScreen, a COPB
{Chronic Obstructive Pulmonary Disease) screening device that can
be used to screen the at-risk population for early signs of

wiww prensierbionics.com. ay
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emphysema, and the Baby AirwayClear, which is a neonatal apnoea
and hypopnea monitor which finds application in neonatal intensive
care units. Both these products have been developed from the
AirwayClear platform from which the adult apnoea monitor has been
developed.

Stage 1 of the PulmoScreen project has attracted funding from
Ausindustry through a R&D Start Grant which commenced in

Cetober 2004. The Pulmoscreen device operates by injecting sound
energy info the body at one point, allowing it to pass through parts
of the body, receiving the sound and finally analysing what effects
the part of the body has had on the sound to determine the severity,
tocation and type of disease. During 2005, a functioning prototype of
the PutmoScreen device was developed. While leveraging off
AirwayClear technology and know how, significant new development
was reguired. A new transducer was developed to enable sound to
be injected into patients. Sensors to enable the reception of low level
sounds from the surface of the body were developed and produced.
Analysis sofiware and specialised signal conditioning hardware was
developed to complete the prototype.

Two series of patient trials have been completed with the
PulmoScreen prototype. One was with normal volunteers o
determine a control baseline and the second was with patients who
have had emphysema and have had one tung transplanted with a
normat fung. This trial was performed at The Alfred Hospital in
Melbourne and was led by Associate Professor Trevor Williams, a
respiratory specialist. Analysis and interpretation of the data which
was collected during these trials is continuing with early indications
showing that PulmoScreen can detect the difference between normal
tungs and lungs that have been affected by emphysema.

wiww.prersierbionics.cem.au

The results from these studies have been presented to respiratory
physicians and submissions are being prepared to allow
preseniation at international conferences of respiratory medicine.
in particular the Company is preparing for the American Thoracic
Society Conference in 2006.

A grant for funding for the further development of PulmoScreen is
also being sought through the Ausindustry Commercial Ready
scheme.

Baby AirwayClear operates by injecting a low level sound info the
nasal or oral cavity and detecting this sound on the surface of the
chest. By monitoring the level of the sound, the device can provide
an indication of the patency, that is, the extent of opening of the
upper airway to clinicians.

A Baby AirwayClear prototype has been developed and clinical
studies are ongoing at the Monash Medical Centre NICU {nec-natal
intensive care unit) in Melbourne. A relationship has been formed
with the Royal Children’s Hospital to enable acceleration in the
colection of study data that is needed to validate the technology.
Two separate studies are planned with preparations underway.
Meetings with two international neonatologists have resulted inin-
principle agreements to undertake further trials with Baby
Airway(lear.

Pulmosonix has an on-going program of broadening and
strengthening its Intellectual Property portfolio. Buring the period
under review several new patent applications were filed and the
patent portfolio has been expanded and strengthened substantially.
The table below summarises the Company's patent porifolio as at
the time of this report.



Name Number Country Status

Method & Apparatus for PCT/AHO1 006465 USA, furope, Canada, fapan, Patent {2o01252025)

Determining Conditions Korea, Singapore, N.Z, Granted in Australia

of Biclogical Tissues Sth Africa, Australia

ACH, ACH USSN 11/107,999 USA Filed 15 April 2005

{CIP of 1/272,494)

COPD USSN 11/111,689 UsSA Fited

{CIP of 1/272,494) {PCT AU2005/000787
already filed)

Measuring Tissue Mobility PCH/AHo3/00691 PCT Entered National
Phase in UK, USA,
Aust - Dec o4

Apparatus & Method PCYAU2005/000787 PCT Filed - claiming pricrity

for Lung Analysis

from USSN 11/111,68¢
and Allzoo4902032

Apparatus, Systems and USSN 60/664,011
Methods for Monitoring

Airway Patency

HSA Provisional

PCT due March 2006

Method and Apparatus for
Determining a Bodily
Characteristic or Condition

{CIP of 1/272,494)

USSN 11/124,326 HSA

Fited 6 May 2005

Method of Determining USSH 11/116,667 HSA

tung Condition Indicators

Fited 27 April 2005

Devices and Methods
for Tissue Analysis

USSN 11/138,660 HSA

Filed 25 May 2005

Estimating Tissue Density TBA

Provisional

PCT due 2006

The Company’s commercialisation program in relation fo the product
specific technologies under development is currently being
accelerated. Biscussions with potential commercial pariners for co-
development programs and joint device development initiatives are
continuing. Importanily, the Company is currently working to fulfit
their additional data requirements. Once this additional dinical data,
ont the more advanced products, is obtained, it is expected that
Pulmosonix will be in a position 1o rapidly advance discussions in
respect of commercial parinerships with medical device
manufacturers and distributors.

CONCLUSION
Following the acquisition of Medic Vision, Premier Bionics has been
significantly ransformed from a single R&D company to one with a

rapidly expanding operating business together with a company in the

tater stages of RAD and pursuing the commercialisation of its

product portfolio. It is expecied that as Premier Bionics examines
other opportunities the transformation will continue and its focus on
much later stage opportunities will continue to be of paramount
imporiance. The Company is continuing to review other
opportunities, particularly those that are complementary with the
existing areas of activity. The clear obijective over the short to
medium term is o complete the transition from what has been
essentially an R&D company to a commercial enterprise focussed on
generating substantial value to shareholders through operating
subsidiaries that are either at or close to revenue generation and
profitabitity.

We look forward to continuing to report to all shareholders on new
activities and developments as they unfold over the coming months.

wiww prensierbionics.com. ay



A review of the Company’s ‘Corporate Governance framework’ is
performed on a periodic basis to ensure that it s relevant and
effective in light of changing legal and regulatory requirements. The
Board of Directors continues 1o adopt a set of Corporate Governance
Practices and a Code of Conduct appropriate for the size, complexity
and operations of the Company and its subsidiaries.

tnless otherwise stated, all Policies and Charters meet the ASX
Corporate Governance Council's Best Practice Recommendations and
have been in effect for the full reporting period. All Charters and
Policies are available from the Company or on its website
www.premierbionics.com.au

ROLE oF THE BOARD AND MANAGEMENT

The Board's role is to govern the Company rather than to manage it.
in governing the Company, the Board must act in the best interests of
the Company as a whole. It is the role of senior management to
manage the Company in accordance with the direction and
delegations of the Board and the responsibility of the Board fo
oversee the activities of management in carrying out these delegated
duties.

The Board's responsibilities are detailed in its Board Charter and
include:

1. Leadership of the organisation

2. Strategy formulation

3. Overseeing planning activities

4. Shareholder Haison

5. Monitoring, compliance and risk management
6. Company finances

7. Human resources

8. Ensuring the health, safety and well-being of Direciors, Officers
and {Contractors

9. Delegation of authority
10. Remuneration policy

11. Nomination policy

wiww.prersierbionics.cem.au

STRUCTURE AND COMPOSITION OF THE BoARD

The Board has been formed so that it has an effective mix of
personnel, committed {o adequately discharging its responsibilities
and duties and to 2dd value to the Company.

The names of the Birectors, their independence under the ASX
{Corporate Governance Council's Best Practice Recommendations,
qualifications and experience are stated on pp. 11 to 13, along with
the term of office held by each.

The Board believes that the interests of all Shareholders are best
served by:

« Birectors having the appropriate skills, experience and contacts
within the Company’s industry;

s The Company striving to have a balance between the overall
number of Directors and the number of Birectors being
independent as defined in the ASX Corporate Governance
Guidelines;

» Some significant parties with whom the Company has contractual
arrangements being represenied on the Board during the early
years of the development of the Company; and

¢ Some major Shareholders being represented on the Board.

Consequently, there is not 2 majority of Directors classified as being
‘independent’ and the Chairman is an Executive Director of the
Company.

At this stage in the Company’s development, the Board believes that
the most appropriate person for the position of Chalrman is an
Executive Director of the Company. The Executive Birector's overall
experiise is crucial to the Company’s development and negates any
perceived lack of independence.

The number of Independent Directors on the Board will increase
when the Board believes that it can atiract appropriate independent
Directors with the necessary industry experience, over time and as
the Company develops.

However, where any Director has 2 material personal interestin a
matter and, in accordance with the Corporations Act 2004, the
Director wilt not be permitted to be present during discussion or to
voie on the matter. The enforcement of this requirement aims fo



ensure that the interest of Stzkeholders, as a whole, is pursued and
that their interest or the Director’s independence is not jecpardised.

Birectors collectively or individually have the right to seek
independent professional advice at the Company’s expense, up fo
specified limits, to assist them fo carry out their responsibilities.
All advice obtained is made available to the full Board.

The Company does not have a Nomination or Remuneration
{ommittee, it has deemed it more efficient to have the full Board
consider membership nominations and remuneration matters.

ETHICAL AND RESPONSIBLE DECISION-MAKING

As part of its commitment to recognising the legitimate interests of
stakeholders, the Company has established z (ode of Conduct to
guide compliance with legal and other obligations to legitimate
stakeholders.

The Company has a share trading policy that regulates the dealings
of Directors, Officers and Employees, in shares, options and other
securities issued by the Company. The policy has been formulated to
ensure that Directors, Officers, Employees and Consultants who work
on a regular basis for the Company are aware of the legal restrictions
on trading in Company securities while in possession of unpublished
price-sensitive information.

INTEGRITY IN FINANCIAL REPORTING

in accordance with the Board's policy, the CED {or Executive
{hairman if no CEO appointed for the Company} and {F0 have made
attestations recommended by the ASX Corporate Governance Council
as to the Company’s financial condition prior to the Board signing
this Annual Report.

The Company also has an Audit, Risk and Compliance Committee
which consists of two Non-Executive Independent Directors 2nd one
Executive Director, with the Chairman being an Independent Non-
Executive Director. Historically, due to the composition of the Fult
Board, it has not been possible to meet the recommendation to have
a minimum of three Non-Executive Directors. The Board will however,
reconsider the membership of the Audit, Risk and Compliance
Committee given that one previous txecutive Director became a Non-
Executive Director in August 2005. The current members of the
{ommittee as at the date of this report, and their qualifications are
detailed in the Directors’ Profites on pp 11 to 13.

The Committee holds a minimum of two meetings a year. Details of
attendance of the members of the Audit, Risk and Compliance
{ommittee are contained on pp 19.

TIMELY AND BALANCED DISCLOSURE

The Board has designated the Company Secretary as the person
responsible for overseeing and co-ordinating disclosure of
information to the ASX as well as communicating with the ASX.

in accordance with the ASX Listing Rules the Company immediately

notifies the ASX of information concerning the Company:

1. That a reasonable person would or may expect io have a material
effect on the price or value of the Company’s securities; and

2. That would, or would be likely to influence persons who
commonly invest in securities in deciding whether to acquire or
dispose of the Company's securities.

RiGHTS OF SHAREHOLDERS
The Company respects the rights of its Shareholders, and to facilitate
the effective exercise of their rights, the Company is committed to:

1. Communicating effectively with Shareholders through ongoing
releases to the market via ASX information, mailed to
Shareholders via Shareholder updates ete, and the General
Meetings of the Company;

2. (iiving Shareholders ready access to balanced and
understandable information about the Company and Corporate
Proposals;

3. Making it easy for Shareholders to participate in General
Meetings of the Company; and

4. Reguesting the External Auditor to attend the Annual General
Meeting and be available to answer Shareholder's guestions
about the conduct of the audit, and the preparation and content
of the Auditor’s Report.

Any shareholder wishing to make inguiries of the Company is
advised to contact the registered office. All public anhouncements
made by the Company can be obtained from the Company’s website
www.premierbionics.com.au or at the ASX's website www.asx.com.au

RECOGNISE AND MANAGE RISK

The Audit, Risk and Compliance Committee has established a policy
for risk oversight and management within the Company. This is
periodically reviewed and updated.

The CEG {or Executive Chairman if no CED appointed for the
Company) and CFO have given a statement to the Board that:

a} Inaccordance with ‘Best Practice Recommendation 4.1°, that
the Financial Statements are founded on a sound system of risk
management and internal compliance and control which
implements the Policies adopted by the Board.

b} The Company's ‘Risk Management and Internat Compliance
and Controf System’, in so far as it relates to financial risk,
is operating effectively in all material respects.

ENCOURAGE ENHANCED PERFORMANCE

A ‘Performance Evaluation Policy’ has been established to evaluate
the performance of the Board, individual Directors and Executive
Officers of the Company. The Board is responsible for conducting
evaluations on an annual basis in line with these policy guidelines.

wiww prensierbionics.com. ay



10

CORPORATE GOVERNANCE STATEMENT

During the reporting period, guestionnaires were circulated o all
members of the Board to conduct individual and group performance
evaluations. These guestionnaires were collated and analysed,
providing the Board with valuable feedback and evaluation for future
development.

During the year, all Directors have full access to all Company records
and receive Financial and Operation Reports af each Board Meeting.

An induction program has been established for new directors.

REMUNERATE FAIRLY AND RESPONSIBLY

The Company has not adopied a Remuneration Committee as it has
deemed the Full Board of the Company a more efficient mechanism

to administer the Company’s remuneration policy than a committee.
The Board is responsible for:

* Setting the remuneration and conditions of service of all Executive
and Non-Executive Birectors, Officers and Employees of the
Company;

s Anproving the design of Executive & Employee incentive plans
fincluding equity-based plans and options) and proposed
payments or awards under such plans;

s Reviewing performance hurdles associaied with incentive plans;

+ Making recommendations to the Board on the remuneration of
Non-Executive Directors within the aggregate approved by
Sharehclders at General Meetings from time to time;

« Consulting appropriately qualified Consultants for advice on
remuneration and cther conditions of service as deemed
necessary;

s Succession planning for the CEG and Senior Executive Officers;
and

+ Performance assessment of all Directors and Senior Executives.

The Company is committed to remunerating its Senior Executives

in a manner that is market-competitive and consistent with ‘Best
Practice’ as well as supporting the interests of Sharcholders. Senior
Executives receive a remuneration package based on fixed and
variable components, determined by their position and experience.
Shares zndfor Options may also be granted based on an individual's
performance and subject to approval by Shareholders.

Mon-Executive Birectors are paid their fees out of the maximum
aggregate amount approved by Shareholders for the remuneration of
Mon-Executive Directors. Mon-Executive Directors do not receive
performance based bonuses and do not participate in Equity
Schemes of the Company without prior Shareholder approval.
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Mon-Executive Directors are entitled to statuiory superannuation,
but no other retirement benefits. They are eligible to receive share
options but subject to shareholder approval.

Current remuneration is disclosed in the Remuneration Report on pp
15 o 18 and Note 21 on pp 48 10 52.

LEGITIMATE INTERESTS OF STAKEHCLDERS

The Board acknowledges the legitimate interests of various
stakeholders such as Employees, (ients, Customers, Government
Authorities, Creditors and the Community 2s a whole. As a good
Corporate Citizen, it encourages compliance and commitment o
appropriate corporale practices that are fair and ethical via ks
‘Code of Conduct’ policy.



Your Directors submit their report for the year ended 30 fune 2005.

DIRECTORS
The names and detzils of the Company’s Directors in office during
the financial year and until the date of this report are as follows.

Directors were in office for this entire period unless otherwise stated.

Mr Peter Marks BEc LLB Grad. Dip. Comm. Law MBA
Executive Chairman

Mr Marks, aged 49, has exiensive experience in the areas of
corporate finance advice and venture capital investment, having
specialised in capital raisings {for listed and unlisted companies),
underwriting and initial public offerings since 1983 in Londeon and
Australia. He obtained a Bachelor of Economics, Bachelor of Laws
and Graduate Diploma in Commercial Law from Monash University
and completed his MBA at The Scottish School of Business
{University of Edinburgh}. He has served as an Associate Director of
Mclntosh Securities (now Merrilt Lynch Australia} as well as
occupying senior corporate finance positions both at Baring
Securities Ltd and Burdett Buckeridge & Young Ltd in their
Melbourne offices. Between 1985 and 1991, Mr Marks was
responsible for advising on a substantial number of listed and
unlisted company issues ranging from corporate and company
structure, valuations, business strategies, acguisitions and
international opportunities. In 1992, Mr Marks was appointed Head
of the Melbourne Companies Department at the Australian Stock
Exchange.

Between 1995 and 1998, My Marks was Managing Director of a
boutique corporate advisory and venture capital firm working with a
wide range of small to medium sized companies, raising new capital
for them either by way of private placement or listing on the
Australian Stock Exchange. Mr Marks was also a founding director of
Momentum funds Management Pty Ltd, one of the first venture
capital funds to be licensed under the Federal Government’s
innovation Investment Fund program, a new venture capital program
established in 1997.

From 1998 to early 2001 Mr Marks was employed at KPMG Corporate
Finance Lid {Australia) and during this time became a Director and
responsible for heading up the equity capital markets group in
Melbourne. In this role, Mr Marks helped develop the team’s
capabilities in the equity markets area and was responsible for
generating several PO projecis as well 2s assisting with the funding
for a range of private equity transactions. Mr Marks is currently a
Director of Select Vaccines Ltd {appointed 21 December 2001} and
Prana Biotechnology Lid (appointed 2¢ july 2005}, ASX listed
companies and Peregrine Corporate Lid. |n the past 3 years,

My Marks has not held any other directorship positions in listed
companies other than those cited above.

Mr Marks was appointed a Director of Premier Bionics on
18 Becember 2001 and was re-elected by shareholders on
18 November 2003.
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Mr Jeremy Cooper BA MBA
Executive Director

Mr Cooper, aged 38, has 15 years experience in senior management
positions with major international corporations, focussing on
sirategy, business development and mergers and acquisitions.

He obtained his BA from Cambridge University and his MBA from
INSEAD.

Prior to joining Peregrine Corporate Lid in early 2000, Mr Cooper
spent three years with TXU, a global energy company, as Business
Bevelopment Manager, based Initially in Europe and then in
Melbourne. Fotusing on acquisitions and strategic development
activities, Mr. Cooper assisted with the successful conclusion of a
number of multi-million dollar transactions. These included the
acquisitions of energy companies in Finland, Sweden and Australia.
During 1996 Mr Cooper studied for his MBA at INSEAD in France.

Between 198¢ and 1995 Mr Cooper worked throughout Asia and

the Middle East with Cathay Pacific Airways Lid. Roles in Hong Kong
included two years in Internationat Affairs where he was responsible
for the negotiation of bi-lateral air traffic rights agreements.

Mr Cooper was also based in Indonesia {one year} and the Middle
East {two years} where as Country Manager he was responsible for
management, marketing and sales and operational issues.

Since joining Peregrine Corporate Lid, Mr Cooper has worked with a
number of Australasian companies on corporate development
activities including capital restruciurings, ASX listings and mergers
and acquisitions.

mr Cooper is currently a Director of Peregrine Corporate Lid and, an
ASX listed company Gaming and Entertainment Group Lid {appointed
4 September 2003). During the past 3 years, Mr Cooper has also
been a Director of M Medical Utd {28 November 2003 to 31 March
2005}, Prima Biomed Lid {17 November 2000 to 10 March 2003) and
Select Vaccines Ltd {19 June 2003 to 17 August 2005}, also ASX listed
companies.

tr Cooper was appeinted a Birector of Premier Bionics on 18
Becember 2001 and elected by shareholders on 18 November 2002.
He is also a member of the Audit, Risk and Compliance Commitiee.

Mr Ross Horley Celec.eng
Executive Director and Chief Executive Officer of Medic Vision

Mr Horley, aged 46, is the founder and Managing Director of Medic

Vision. Mr Horley established Medic Vision as a medical technology
service provider dedicated to achieving better and safer outcomes

through:

+ The collaboration with research and education institutions.

s The development of Virtual Reality technology for surgical training
and planning.
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* The deployment of new media and telemedicine services enabling
Medic Vision to breakdown geographical and cultural boundaries

s Facilitating access 1o quality medical and surgicat education while
providing fraining tools to foster and encourage international
collaboration.

* The design and facilitation of medical and surgical skills training
facilities.

Mr Horley has an engineering background having been a principal of
a leading Western Australian consulting engineering practice. Prior to
becoming principal of the consulting engineering company, Mr Horley
worked with Matthew Hall Mechanical and Electrical Engineers Pty
Ltd as a Project Manager and design engineer.

Mr Horley's special area of expertise is the design, facilitation and
commercial adoption of advanced technologies. Some of these
technologies cover sectors such as intelligent building systems,
butlding design, haptic application, virtual reality and visualisation.
Mr Horley's involvement in these has gained him 2 reputationto be a
teader in these fields especially in relation to viriual reality.

Mr Horley has worked extensively throughout Australia and Asfa on
many innovative projects including the design of internationally
recognised medical and surgical skills training facilities. He has
further established collaborative agreements with many leading
Universities, R&D organisations and medical education facilities
around the globe on behalf of Medic Vision.

in the past 3 years, Mr Horley has not held any other directorship
positions in listed companies.

Mr Horley was appointed a Birector of Premier Bionics on 10 May
2605,

Pr Martin Soust BSc (Hons) MBA Phi

Non-Executive Director (from 17 August 2005}

Executive Director and Chief Executive Officer {18 March 2002 to
17 August 2005}

Br Soust, aged 45, has had a career in medical research and
smatl/medium sized enterprise management. He obtained his BSc
{Hons} at the University of Melbourne and his PhD with Monash
University's Centre for Early Human Development at the Monash
Medical Centre. His PhD was a major investigation into the
physioclogy of respiratory muscles in newborns. Buring his research
career Martin worked on a range of prolects including
nevroanatomical investigations, respiratory physiclogy studies and
cardiovascular studies with several co-investigators at the University
of Melbourne, Monash University and Monash Medical Centre. After
a successful period in medical research Martin embarked upon a
management career. He completed his MBA {at Monash University}
whilst he held management roles in small and medium sized
enterprises and spent several years managing national associations.



in 1999 Dr Soust started 2 management consulting practice
specialising in providing management consulfing services (o
organisations operating In the blomedical sclences. His firm assisted
in the process of starting new ventures for universities and research
groups through the commercialisation of intellectual property and
kKnow-how. He has provided extensive services to the Monash
institute of Reproduction and Development, particularly in helping
establish two new companies {one being Pulmosonix). He has alse
undertaken investigations into potential markets for new therapeutic
agents, developed research protocols and provided interim
management services for start-up companies. He has extensive
experience in commercial negotiations, research and development
planning, and technical and commercizl management of biomedical
projects. Dr Soust Is also a Director of Select Vaccines Lid {appointed
1 April 2003). In the past 3 years, Mr Soust has not held any other
directorship positions in listed companies.

Dr Soust was appointed a Director of Premier Bionics on 18 March
2002 and was re-elecied by shareholders on 18 November 2003.

br Henry Pinskier MBBS
Mon-Executive Director
independent

Dr Pinskier, aged 45, has extensive involvement in the health care
sector. A trained medical practitioner, Dr Pinskier is Chairman of
Health Care United, a multi site medical services company providing
serviced rooms and medical and allied health services to the
medical, para medical and general population.

Since 2000 Dr Pinskier has been a Director of Bayside Health, a
metropolitan Health Network comprising the world-renowned Alfred
Hospital, the Caulfield Hospital and the Sandringham Hospital. He is
a member of their finance committes, the remuneration committee
and {T commitiee. He has also chaired for the past 5 years an ethics
committee Involved in optometry research. He has recently been
appointed fo the board of the Victorian Managed Insurance
Authority.

Dr Pinskier is active in assisting the Company to assess new medical
device technologies and their place in the market. He brings to the
{ompany a strong business background and an intimate
understanding and appreciation of the health care services and
health care technology industries.

in the past 3 years, Mr Pinskier has also been a direcior of IM
Medical Ltd {27 September 2001 1o 20 March 2003}, an ASX listed
company.

r Pinskier was appointed a Director of Premier Bionics on 18
December 2001 and was elected by shareholders on 26 November
2004. He is also a member of the Audit, Risk and Compliance
{ommittee and is a Director of the recently acquired Medic Vision.

Pr John Parker B5c (Hons){ANU), PhD (ANL), DOC (KTH Stockholm)
Mon-Executive Officer
independent

Br Parker, aged 42, has a proven track record in the
commercialisation of medical device R&D and in the development
and implementation of successful business strategies.

Dr Parker was appointed Chief Technology Officer at Cochlear Lid in
2002, having previously been Chief of Operations for two years.

He also joined the Board of Cochlear as an Executive Direcior, on
19 March 2o02. His responsibilities include overseeing the design
and development of new products with a substantial staff of
scientists, engineers and clinicians. He has overall responsibility
for Cochlear’s innovation system.

Dr Parker is 2 board member of the (ooperative Research Centre

for Cochlear tmplants and Hearing Innovation and has an academic
appointment as a visiting fellow at the Department of Maths,
Physics, Computing and Elecironics at Macqguarie University, NSW.
He has a background in chemistry and applied mathematics and has
completed a Program for Management Development at Harvard
Business School, USA. Dr Parker's work has contributed to Cochlear
being recognised in several awards in the areas of design, medical
design and engineering innovation, including the Medical Design
Excellence Award, New York USA In 2001. He has been author of
more than 3o scientific papers in peerreviewed journals and an
inventor of 17 patents.

in the past 3 years, Mr Parker has not held any other directorship
positions in listed companies, other than those cited above.

Dr Parker was appointed a Director of Premier Bionics on 3t March
2004 and was elected by shareholders on 26 November 2004. Dr
Parker is a member of the AudH, Risk and Compliance Committee.

TERMS OF APPOINTMENT

Under the Corporations Act 2001 a Director, except for 2 Managing
Director must be re-elected by shareholders every 3 years. At each
Annuat General Meeting, one third of Directors must be re-elected.

COMPANY SECRETARY
Mr Phillip Hains held the position of Company Secretary at the end of
the financial year.

Mr Hains is a Chartered Accountant and specialist in the public
company environiment. He has served the needs of a number of
public company boards of directors and related committees. He has
over 20 years experience in providing accounting, administration,
compliance and general management services. He holds a Masters
of Business Administration from RMIT and a Public Practice
Certificate from the Institute of Chartered Accountants.
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INTERESTS iK THE SHARES AND OPTIONS OF THE
COMPANY AND RELATED BODY CORPORATE

As at the date of this report, the relevant interests of the Directors in
the shares and options of the Company were:

Ordinary Options over

shares ordinary shares

Peter Marks 275,001 636,665

feremy Cooper 255,001 428,330

Ross Horley 3,378,712 1,000,000

Martin Soust 422,572 1,288,561

Henry Pinskier 535,000 491,250

fohn Parker 161,290 340,323
EARNINGS PER SHARE

Cents

Basic earnings/{loss} per share {12.76)

Biluted earnings/(loss) per share {12.76)

DivipENDS

The Birectors did not pay any dividends during the financial year. The
Directors do not recommend the payment of a dividend in respect to
the 2005 financial year.

CORPORATE INFORMATION

Corperate Structure

Premier Bionics operates in an efficient and direct manner,
monitoring progress in respect of all iis operations and subsidiaries.
The Company’s Board of Directors and management team provide
ongoing expertise in financial, legal and capital raising strategies for
its operations. it also brings o its operations experience in venture
capital evaluation and deal structuring as well as in-depth technical
skills and sector knowledge.

Nature of operations and principal activities

Premier Bionics primary objective is to acquire later stage Australian
R&D projects in the medical devices and diagnostics markets. To
achieve this, it seeks to:

« dentify and acquire high quality Australian R&D projects, as
measured by a range of criteria including market potential, guality
of intellectual property and management and potential for
significant commercial returns;

» Establish financing arrangements that facilitate appropriate
incentive structures and the continued involvement of key
founders, scientisis and inventors;

¢ Ensure optimal research outcomes through disciplined and ‘hands
on’ management of RAD projecis and staged financing based on
achievement of technical and commercial milestones; and
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« Add value to and maximise the commercial outcomes for its
operations by developing and executing viable commercialisation
strategies from an early stage of development.

The commercial forus has been reinforced following the acquisition
of Medic Vision in May this year.

Employees

The company had 1 employee at 30 June 2005 {2004: nil employees).
The consolidated group employed 8 employees at 30 June 2005
{2004: nil employees}.

REVIEW OF OPERATIONS
The Review of Operations is setoutonpp 310 7.

RESULTS FOR THE PERIOD
The consolidated net loss for the year after income tax and outside
equity Interest was $4,084,965 {2004 $1,446,311 loss).

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

in the opinion of the Directors, there were no significant changes in
the state of affairs of the Company during the financial year under
review not otherwise disclosed in this annual report.

SIGNIFICANT EVENTS AFTER THE BALANCE BATE
0On 8 luly 2005, 207,800 shares were issued to a consultant in liew of
consulting fees.

Other than as disclosed here or elsewhere in this report, no Rurther
subsequent events have occurred.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS

The likely developments in the Company’s operations, fo the exfent
that such matters can be commented upon, are covered in the
Review of Operations contained elsewhere in this Annual Report. In
the opinion of the Directors, disclosure of information regarding the
expected results of those operations in financial years after the
current financial year is not predictable at this stage, or may
prejudice the interests of the Company. Accordingly, this information
has not been included in this report.

ENVIRONMENTAL REGULATION AND PERFORMANCE

The Company is involved in scientific research and development and
does nof create any significant environmental impact to any material
extent. The Company's scientific research activities are in full
compliance with all prescribed environmental regulations. There are
no environimental issues that the Company believes could effect its
utilisation of its tangible fixed assets.

SHARE CPTIONS

Unissued shares

As at the date of this report, there were 32,424,540 Premier Bionics
unissued ordinary shares under options as follows:



% 30,560,540 options exercisable on or before 24 December 2006 at
$0.20. 1,160,484 options are escrowed until 1 December 2005 and
1,160,484 options are escrowed until 3 june 2006.

* 500,000 options exercisable between 4 May 2007 and 3 May 2009
at an exercise price calculated at a 10% discount to the 5 day
Yolume Weighted Average Price prior to 4 May 2007

* 500,000 oplions exercisable between 4 May 2008 and 3 May 2010
at an exercise price calculated at a 10% discount to the 5 day
Yolume Weighted Average Price prior to 4 May 2008

s 425 000 oplions exercisable on or before 24 December 2006 at
$0.30

% 400,000 oplions exercisable on or before 30 September 2006 at
$0.30

* 30,000 options exercisable on or before 30 September 2006 at
$0.50

Shares issued as a result of the exercise of options

142,000 fully paid ordinary shares at $0.20 per option were issued by
Premier Bionics during the year as a result of the exercise of options,
resulting in amounts received of $28,400.

INDEMNIFICATION AND INSURANCE OF DIRECTORS AND
OFFICERS

During the financial year the Company eniered into an insurance
policy to indemmify Directors and Officers against certzin liabilities
incurred as a Director or Officer, including costs and expenses
associated in successfully defending legal proceedings. The contract
of insurance prohibits disclosure of the nature of the liability and the
amount of the premiwm. The Company has net otherwise, during or
since the financial year, indemnified or agreed o indemnify an
Officer or Auditor of the Company or of any related body corporate
against a liability incurred as such an Officer or Auditor.

REMUNERATION REPORT

This report details the nature and amount of remuneration for each
Director of Premier Bionics and for the Senior Executives receiving
the highest remuneration.

Remuneration Policy
Remuneration of all Executive and Non-Executive Directors, Officers
and Employees of the Company is determined by the Board.

The Company is committed to remunerating Senior Executives and
Executive Directors Tn a manner that is market-competitive and
consistent with ‘Best Practice’ including the interests of
Shareholders. Remuneration packages are based on fixed and
variable components, determined by the Executives’ position,
experience and performance, and may be satisfied via cash or equity.

Mon-Executive Directors are remunerated out of the aggregate
amount approved by Shareholders and at a level that is consistent
with indusiry standards. Non-Executive Directors do not recelve
performance based bonuses and prior Shareholder approval is
required to participate in any issue of equity. No retirement benefits
are payable other than statutory superannuation, if applicable.

For further details, refer to the Company’s Corporate Governance
Statement on pp 8 to 10.

Remuneration Policy versus Company Financial Performance

The Company's Remuneration Policy is not directly based on its
financial performance, rather on industry practice, given the
Company operates in the biotechnology industry and the Company
has historically recorded losses.

The Company's primary objective is to acquire and commercialise
tater stage Australian R&D projects in the medical devices and
diagnostics markets.

The Company envisages its performance in terms of earnings will
remain negative for the next 12 months whilst the Company develops
its investments which are in thelr early stage and currently
expanding. Shareholder wealth reflecis the speculative and volatile
biotechnology market sector. This pattern Is indicative of the
{ompany’s performance over the past 4 years.
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Performance based remuneration

The purpose of a performance bonus is to reward individual performance in line with Company objectives. Consequently, performance based
remuneration is paid to an individual where the individuals performance clearly contributes 10 a successful outcome for the Company. This s
regularly measured in respect of performance against key performance indicators (KPI's).

The Company uses a variety of KPI's 10 determine achievement, depending on the role of the executive being assessed. These include:

* Successful confract negotiations.

s Achievement of research project milestones within scheduled time and/or budget.

« (ompany share price reaching a target on the ASX or applicable markets over a period of time.

Buring the year, the only performance based remuneration issued was share options, which are discussad in further detail below.

Details of Remuneration received during the 2005 financial year

Specified Directors Base Fee Superannuation  Other® Equity Totat Vatue of Percentage of
Options Included Total
In Remuneration Remuneration

for the Year
s s 5 5 5 5

Peter Marks 80,000 - 40,000 - 120,000

feremy Cooper 60,000 - 20,000 - 80,000

Ross Horley' 8,333 - 24,800 10,572 44,105 10,972 25%

partin Soust 40,000 - 100,000 - 140,000

Henry Pinskier 40,000 - 50,000 - 90,000

fohn Parker 40,000 . . 42,000 82,000 42,000 51%

268,333 - 234,800 52,972 556,108 52,972 n/a

E

Mr Horley received at the 2005 general meeting as a sign on fee the following options over Premier Blonics ordinary shares:

- 5an,000 aptions vesting o 4 May 2007, exarcisable at 3 price caiculated at 3 10% discount to the 5 day Volume Weighted Average Price prior to 4 May 2007,
expiring on 3 May 2oog.

- 5an,000 aptions vesting ot 4 May 2008, exercisable at 3 price caiculated at 3 10% discount to the 5 day Yolume Weighted Average Price prior to 4 May 2008,

expiring on 3 May 2010,

These options have bean valued ysing the Black Scholes Model. The exercise price was calcuiated as the 10% discounted 5 day Volume Weighted Average Price at 3
May z005. The options were vatued at $o.15 per option for the first tranche and $0.17 per option For the second tranche. The percentage of the value of the share
options issued during the year and recognised as remuneration was $10,972. Under the valuation, the maximum value to be recagnised in subsequent year is
$1409,028.

Mr Horlay aiso has an entittement under the 2005 generai maeting to a further 500,000 options exercisabie at $0.20 on o before 24 December 2006 onca fie
completes 12 months of his consultancy agreement with Medic Wision. This condition was chosen as the Directors of the Company considerad it important for Mr
Harley fo be leading Medic Yision for at least 12 months poast acguisition.

Mr Horlay's remuneration only includes remuneration earnad following the acquisition of Mediec Vision in May 2005,

Mr Parker received 300,000 options exercisable at $o.30 on or before 24 December 2006 at the 2c04 annual general meeting as a sign on fee. These options were

vaiued using the Biack Scholes Mode! at the date of grant, at $o.14 per option.

Other fees paid to Directors consist of additional consulting fees and remuneration for executive roles, for example the rofe CED for Martin Soust.
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Specified Executives Base Fee Superannuation  Othes Equity Totat Vatue of Percentage of

Options Included Total
in Remeneration Remuneration
for the Year
s s s 5 5 5
Phillip Hains' 20,000 - 150,000 - 170,000
Anthony Filippis 62,000 - - - 62,000
fohn Petrow’ 93,242 - - - 93,242
{atriona King" 54,625 - - 17,500 72,125 17,500 24%
Billy Chan® 15,000 2,250 16,000 11,000 38,250 11,000 29%
244,867 2,250 164,000 28,500 435,617 28,500 nfa

The above other fee was paid to The CFO Solution, a Charterad Accounting firm specialising in the provision of cutsourced Accounting, Company Secretarial and
Administrative services to listed companies, of which Mr Hains is Principal. Through the fees paid to The CFO Solution, Mr Hains was remunerated for his services
as CFD.

Mr Patrou commenced work with Pulmeosonix in December 2004,

Ms King received at the 2004 annual general meeting 125,000 options exercisable at $0.30 on o before 24 December 2006 as a performance bonus. This bonus
was based on contractual arrangements and calcalated using the Black Scholes Model at the date of grant, at $0.14 per option. Ms King teft the Company in April

2006,

Mr Chan received 100,000 aptions exarcisable at $0.20 on or befora 24 December 2006 and $10,000 as a sign on fee. These options were valued tsing the ciosing
price of the listed options at date of grant, being $0.11 per option. Mr Cha's remuneration only includes remuneration earned following the acquisition of Medic
Vision in May zoos.

Performance income as a Proportion of Total Remuneration

All Executives are eligible to receive incentives whether through employment contracts or by the recommendation of the Board.

The performance payments may be based on a sef a monetary value, set number of shares or options or as a proportion of base salary.
Therefore there is no fixed proporiion between incentive & non-incentive remuneration. Non-Executive Directors are not entitled to receive
bonuses and/or incentives.

Equity issued as part of Remuneration during the 2005 financial year
This section only refers to those shares and options issued as part of remuneration. As a result they may not indicate alt shares and options
held by a Director or Senior Executive.

Mo shares were issued during the year ending 30 June 200+ as part of remuneration.

The following options have heen issued as part of remuneration:

Birectors Balance Granted as Options Options Balarnce
1 July 2004 Remuneration Exercised Lapsed 30 june 2005
No. No. Ne. No. No.
Peter Marks 500,000 - . . 500,000
feremy Cooper 300,000 . . . 390,000
Ross Horley . 1,000,000 . . 1,000,000
Martin Soust 1,000,000 - . . 1,000,000
Henry Pinskier 300,000 - . . 300,000
fohn Parker . 300,000 . . 300,000
TOTAL 2,100,000 1,300,000 . . 3,400,000
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Directors Options granted as Options Exercised Options Lapsed Total
part of remuneration

5 5 5 $
Ross Horley 10,572 10,972
fohn Parker 42,000 42,000
TOTAL 52,572 52,972
Senior Executives Batance Granted as Options Options Balance

1 huly 2004 Remuneration Exercised Lapsed 30 june 2005
No. No. No. No. No.

Anthony Filippis 100,000 100,000
{atriona King 125,000 125,000
Bily Chan 100,000 100,000
TOTAL 100,000 225,000 325,000
Senior Options granted as Options Exercised Options Lapsed Total
Executives part of remuneration

5 5 5 ]
{atriona King 17,500 17,500
Bily Chan 11,000 11,000
TOTAL 28,500 28,500
Employment Contracts of Directors and Senior Executives
The following Directors were under contract at 30 June 2005:

Duration Notice Requirements Termination
Peter Marks 12 months
feremy Cooper 12 months
Ross Horley 3 years 3 months
Martin Soust 12 months
The following Senior Executives were under contract at 30 June 2005:
Duration Notice Requirements Termination

Phillip Hains Expires upon notice of either party 3 months
Billy Chan 3 years 3 months
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MEETINGS OF DIRECTORS

The number of meetings of Directors held during the year and the number of meetings attended by each Director were as follows:

Directors’ Meetings Audit, Risk and Compliance Committee Meetings
Meetings held Meetings Meetings held Meetings
while & Director attended white a member attended
Mr Peter Marks 13 13
Mr jeremy Cooper 13 10 1 1
Mr Ross Horley 1 1
Dr Herwy Pinskier 13 13 2 2
Mr John Parker 13 13 2 2
Br Martin Soust 13 13

NON-AUDIT SERVICES

The Board of Directors, in accordance with advice from the Audit, Risk and Compliance Committee, is satisfied that the provision of non-audit
services by PKF Chartered Accountants during the year is compatible with the general standard of independence for auditors imposed by

the Corporations Act 2oo1. The Directors are satisfied that the services did not compromise the External Auditor’s independence because

the nature of the services provided do not compromise the general principles relating to auditor independence as set out in the Institute of
Chartered Accountants in Australia and CPA Australia’s Professional Statement F1: Professional Independence. During the year ended 30 June
2005 the Company paid $10,200 to the external auditors, for taxation compliance services.

The {ead Auditors’ Independence Declaration for the year ended 30 June 2005 has been received and can be found on pp zo.
Signed in accordance with a resolution of the Directors made pursuant to 5.268({2) of the Corporations Act 2001,

s

W

Peter Marks
Executive Chairman
Melbourne, 29 September 2005

wiww prensierbionics.com. ay
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A Member Firm of PKF International

Chartered Accountants
& Business Advisers

Level 11, CGU Tower
485 La Trobe Street
Melbourne 3000
GFPO Box 50208BB
Melbourne 3001

Tel: (03) 9603 1700
Fax: (03) 9502 3670

wiww. pki.com.au

INDEPENDENCE DECLARATION

TO: THE DIRECTORS
PREMIER BIONICS LIMITED

As lead engagement partner for the audit of Premier Bionics Limited for the year ended 30
June 2005, | declare that, to the best of my knowledge and belief, there have been:

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

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

Il e

PKF D J Garvey
Chartered Accountants Partner

29 September 2005
Melbourne

20 wiwwpremierbicnics.com gy



STATEMENT o; F:xAxczAi PERFORMANCE_"---
Year ended 30 june 2005

3E':'.jREvmuesmomoammamazvmes S e aearse

. 3_-€ost of Goods SeEd {488,419)
{879.964)
{144,218} S . e e
(839,022} - _'-..__'_{434,273}. ¢ (404,658 - {266,692}
655.434) | {326,389) - (534.937) j-;----._-_(3oz,161} o
(332,234) - {120,064} . {188,060} “{a6,940)
{897,352} . 157.428)  (337.065) L (55,363)
(165,886) 1 - (goto0) 1 Gs234) - G 811}

--Research and Deveiepmem Expenses : "_"_"_{725 095}_ o
- intellectual Property Expenses - e L
- Directors, Consulting and Empi{}yee Expenses
.- Corporate Administration ..
- Travel and £ntertamment
" Marketing and Promotion - _
*Amortisation and deprec:atzon L »
: : _:__'Lnss bome by parent entity on lssue of )
-1 'new shares by controlled entities - i
©Write down of Intellectual Pmperty to recoverabie amsunt
|- Write down of Goodwil] 1o recoverable amount. .~
- Write down of Investment 10 recoverable amount . -
.- Provision for non- reccverv of 1ean 0 centroiied entzty .
-1 Provision for bad debts - : _ 10,372 o Teel T e e

C-Dther expenses from ordmary activiies T {2,603) {41 227} {2,603) (41,227} .0
- BEFORE INCOME TAX EXPENSE. -+

. (INCOME TAX EXPENSE RELATING .
10 ORDINARY ACTIVITIES -~ i
- (10S5) FROM ORDINARY ACTIV%TIES _ _______________________________________ R

- AFTER INCOME TAXEXPENSE . """ S iga078) _'.g;,ﬁ_sy,_7_45}_".'___'_'_' (186,608 {767,236 .

L0 (253,573
' (1,045,200}

e {65,400},

(3,445,965}
{493,278)

Wwi94078 - l(%ﬁézr?&é}..’--'-" (.186.604) - {767,236) " .

' QUTSIDE EQUITY INTEREST | ooty 22%435
- NET (L05S) ATTRIBUTABLETO -

MEMBERS DF THE PARENT ENTITY e (43084’965) R {1,446,31.1} (5‘186’604} R {767,2-36}
. THOSE RESULTING FROM TRANSACTIONS - . L L
| WITH OWNERS AS OWNERS (4,084,965) {1,446,311) (5,186,604 (767,236} " -
' 'BASIC EARNINGS PER SHARE R R

- {cents per share)

- DILUTED EARNINGS PER _5?_’9“_3_5 _____________________________________________
. " fcents per share}

{12.76}

{12.76}

: f ';'-The accnm;}anymg notes form part of these fnanczal statements SR
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f::ﬁCURRENTASSﬁTs R D P DR
L Cash assets s
- Receivables
e ..__mvent.?ry I

STATEMENT 0; FH&ARC!AL Pos:nox
As at 30 june 2005_' N

I 'Cq_nsaiidated e

3429467 2,831,995 1 2893224 2,662,607
680,463 .- ° 379& 23,955 25,012 "

" Other 23,557 30 53? 14,267 10,457

:g_:.'_’{OTAZ_CIJRREN'{ASSHS' 4231507 "”'2900443””” 2,931,445 2,707,166

- NON-CURRENT ASSETS '~ -

- Other financial assels -
- .'._Recewabies
- intangible assets 0 2,479,712 363,462 : -

}E.ffwmxNON-CURRENTASS&TS 2855534 392,630 3006807 4551816
- TOTAL ASSETS

: CURRENT }.IABiLITIES S T
: f:--_Payab gg . A . 1,376,877
o '.Pravisions

sl 183,350 5.._'-';:.1,_508,343
S TA7N365 20,965
129,168 76,092

375,822

7.087.041 3203073 5938253 4,258,982 -

102,192 L
60,625 - 214 Lo

' TOTAL CURRENT LIABILITIES 1437502 302806 | 162,406 86,425 -

" Provisions 1z 8,119 . 48 L

" TOTAL NON-CURRENT LIABILITIES 8,119 - 48 <

| TOTAL LIABILITIES L445,621 302,896 162,454 86,425 -

- NETASSETS 5,641,420 ""'2,990,17? 5775799 ""'4472,55?

CEQUITY
. Contributed equity - _ ;
- UAccumulated fosses 14 (6,605,646} {2,520, 581} (6,471,267} {1, 284,663}

12,247,066 5 457,220 - 12,247,066 3_""_"5,457,220 .

> ' Equity attsibutable to member of the parent ent;ty 15 5,641,420 "”'2,936,539 5775790 4a72, 557 T

- Outside equity interests 15 ) 3638 - ] B

f;.:._’{OTAi.EQIJITY 5541420 ,990 177 5.775.799 _"”4,172,55?

22

5 f-'The accampanymg notes form part of these f’nanc al statements.
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STATEMENT or CASH FLOWS
Year ended 30 june 2005

" Consolidated - "

- CASH FLOWS FROM GPERATING ACT%VI?%ES R

- Receipts. from Customers -
- -Grant lncome - : AR
" Research and. Deveiepment ”{ax Cancessaen o 382,328 - . S e
S Interest and other items. of simitar nature received - 12,023 L 128 049 90,676 128,018~
o '.Payme_rtts to Sﬁppiiéfﬁ and Em?iOVEES e {3,186,975) (1 607,259}_ (1,098,658} (841 61;9}__

242,107
303,908

- 114,181_

Othef ........................................................................................................ 86,247 144’747 E
-~ NET CASH FLOWS USED IN OPERATING ACTIVITIES 7a (20603620  (,365,029) (863,235 (713,630
- CASH FLOWS FROM INVESTING ACTIVITIES -~~~ 7 o e D D R

"+ Payments for purchase of plant and eqmpment_ ' {(254.483) . (19,284} - {70,026}
- Proceeds from sale of plant and equipment - T 2009 ) e 2,000 e
- “Payment for subsidiary, net of cash acquired | apd o (83,787 ©32,054) {258,343 - -
.- Loans fo other entities - ' T L e8e27z) (?.9?9.5..5}.._
" Loans repaid by other entities . - 86,910 o

" NET CASH FLOWS USED IN INVESTING ACTIVITIES (236,261) G924 U (900333 (208552 -

: - CASH FLOWS FROM FINANCING ACT?Vl?iES
- Proceeds from issue of securities
;}:'.{)n Market Buy Back . :
. Capital Raisimg Cagt b (214 418) o Cri®)

" NET CASH FLOWS FROM FINANCING ACTIVITIES 2994005 2,428,634 2,994,095 2,428,634

~ NETINCREASE IN CASHHELD - " """\  sozA72 a044,361 230527 a4i6451
" Opening cash brought forward 2,831,095 1,787,634 2,662,697 1,246,246

" CLOSING CASH CARRIED FORWARD 175 U suzesr 2831995 2893224 2,662,607

3,588,021 E3'-2643 052-:'__""-- 3,588,021 ';_'-.'."-2_,_643,@5__;
{255.475) S (285,475) v e D

: :_The accampanymg notes form part of these fnancza[ statements
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ﬁéﬁ;_f&eus TO THE F:xANCiAL STATEMENTS
3:rkeareneed 3oiune 2005 '

; }}*1 St}MMARY OF SIGNIFICAHT Accoumme Pcucuzs i(c}Acqu:sEtEon ofAssets R
. ;';p;,,ama{ Reporting Framework . . Assets acquired are recorded at the cost of acqwsitzen be ng the :
- The financial report Is a general purpose 5nam:§ai repmt which has . purchase consideration determined as at the date of vaWSEBOF’ o
. -been prepared in accordance with Accounting Standerds Urgent . plus costs incidental to the acquisition. '
- issues Group Consensus Views, other authoritative - '
. 1_'pronm.tm:ement5 ef the AASB and the Carparations Act 2001, '_

Cin the event that settlement of all or part of the cash .
- ¢consideration given in the acquisitdon of an asset is deferred the_-_

f : -:The Fnanczai repezt covers the coasoiadated entity of Prem;e{ - : __"-fazr value of the purchase consideration s determined by
o -.:B;Ongcs and coniroiled ent;tges and Premier Bionics as an. diSCOHn‘Img the amounts pay&bie in the futufe t{} the” p{esent

- individugl parent entity, Premier Bionics isa 1zsted pebizc compény, _ .Vafue as at the date of acquzsatzon e
"f.‘mcorporeted and domzmied in Australia, T : "---...(d} Plant and Equipmem E

'-.Piant and equzpment are broaght o, accaunt at cest

- The financial i’EpOTt has been prepared on an accmais basas and IS
- based on historical cost and except where stated, does not take |
.- Into. account changing money values or current valuations nf non— -
" current assets, Cost is based on the fair vaiues of the - " 0

- ;_'cens;deratzen gven m exchenge for assets

~The carrymg amount of plani and equipment is rev ewed annuaiiy_
by directors to ensure it 15 not in excess of the recoverable :
- amount from these assels, The recoverable amount I5 assessed on )
--the basis of the expected net cash fows, which wi] be_recei_\(ed
~from the assets employment and subsequent disposal, The -~ ... "
- expected net cash flows have nol been. discounted to thezr ;}resent s
' “values in determining receverabie amounts, T

: _3 _'Sagnificant Acceuﬁtmg Policies - . T o
- Accounting policies are selected and appixed in a menner whzch -
- ensures that the resulting financial information satisfies the - 7

- Uconcepts of retevance and relighility, thereby ensyring that t_h_e_ ; -__'Depreaation i prowded on piant and equzpment on a straight ime

--substance of the underlying transactions or other events is ..  basis so as to. write off the cost of each assel over its expecied -

o :.reper.ted. The following Is a summary of the material 3“".‘*@“3. - gseful Bfe to the consolidated entity commencing from the time =~ ~
- policies where adopted by the consolidated entily in the - '

e ... the asset is held ready for use, Leasehold improvements are . S
- preparation of the financial report. The accounting pDiECies have .. depreciated over the period of the lease or estimated useful i_i_fe, RIS
;_-:been censzstentiy appiied zmless otherwzse stated : i ETR

whichever is the shorter, using the straight line method. The - -
[ foliowing estzmated usefui lfves are used m the caicuietson of
""-depreczatzon ! S :

- {a) Principtes of Consolidation - e : : -
.- The consolidated financial statements are prepared by cembmmg e
" the financial statements of all the entities that comprise the . . [ 7 h '

- consolidated entity, being the company {the parent entity} and zts__ E - —

" “controlied entities as defined in Accounting Standard AASB ngf .0 Computer Equipment -

C2540%

- *Consolidated Accounts’, A list of controlied entities appears in -~ Fumiture and Fittings " .. =77 Ta%20% -
" note 7 to the financial statements, Consistent accounting peiaczes - Plant and Equipment - 20%
. .are employed in the preparation and presentatzen of the ' L. Medical Equipment ~ 5% -
3:5-'censo idated, financial statements, - - thout A559t5 _ _75% :

" The consolidated f‘nancxai statements mciude the mformatmn and_'
- Uresults of each controlled entity from the dafe on which the .
- company obtains control.and entzi such t;me as the company
- _'ceases 1o cantroi such entity, - : :

'.'._(e) Gther Fmanciai Assets : EOTR
" lnvestments in centroiied entitigs are rece{ded at cest or
. -recoverabie amount, T - :

-_ﬁ.:'_'The parem entity’s net asset posztzen of $5,775,799 at 30 }z.me _
2005 (2004 $4,172,557) 15 greater than the consolidated net
“assets of at $5,641,420 at 30 fune 2005 (2004: $2,990,177). .

s preparing the censoiidated Fnanczai statements, ai[ e
- Intercompany balances and transactions, and unrealised profts
- arising within the consolidated entzty are eEammated in fuii L . . .
S -. AL 30 June 2005 the Directors’ of Premier Bionics impaired the -
. :.Outs;de interests in the equity and the resuizs of the entitles that. " "parent entity's Investment in Pulmosonix by $3,445,965 £o nil a5 -
[eBre controtled are 5%10\:\_5{} as a separate Hem in the cansnizda’ced -~ part of its cantmemg canser\ratzve poiicy (refer to note 7 for L

- fingncial statemenis, : L Sl =€ |

“further detazi}

::'."(b}lnceme'i'ax L - oL
- Yax-effect accomtmg prmc;ples are adnpted whereby income tax
ff:'expense is calcuiated on pre-tax accounting profits afrer ™ .
- "adjustment for permanent differences, The tax-effect of timing .
:_3-.__differences, which pccur when items are included or allowed for.

o Income tax purposes in a period different to that for accounting, ™
“r s shown 3t current laxation rates in the deferred fax assets and .
. deferred tax i__:abf :t;es a5 appixcable

'-_The Directors’ ef Prem;er Baemcs betxeve that the ex;aected
. progress n the development and commercialisation of Medzc
- Vision and its recent acquisition during the 30 June 2005 fnancfai_ S
...._year indicates the canying amount of the Investment of -
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f 5 fThe unamomsed balance of resean:h and development ¢osts -

o carying amount, ‘Grants received or recelvable in relation 1o

> ~granted. The balance Is reviewed annually and any balance

" is recognised as goodwill and amortised on a straight-line basis . ("} Goods and Services Tax -

Cgons deretson IS deferred

. ona straight line baszs over a peraod ef 0 years

: - amouynt, in determining the recoverable amount of non-current

= .11 SuMMARY oF SIGNIFICAHT Accou NTING Poucuzs - “the transaction. . Foreign currency monetary items at reporting date -~
- {CONTINUED]} - ' '

B o "-are transtated at the exchange rate existing at that date. Exchange - '
" {f) Research and Beveiopment Costs """ B . oo differences are recogmsed I net proft or loss in the. perzod in '
|- Research and development costs are recagmsed as an expense -which they arise, = - o SRS -

fé:_‘when ingurred, except to the extent that such cosis, {ogether waEi Z._:'jm Cash Poiicy
- ynamortised deferred costs in relation to that project, are L

“For the purposes of the Statement of Cash Fiows cash mciades
:1_-_-expected beyond any reasenabEe daubt o be recoverabie puip

. ... = cash on hand, in banks and money market invesiments readily -
. E-Any defe;red research and deveEapment COS‘IS are amortised over . -convertible to cash within 2 working days, net of outstanding
| _the period in which the corresponding benefits are gxpected 1o . ~bank overdrafts. Bank overdrafts are carried atf the prmcxpai
- arise, cemmencmg with the cammemai productmn of the preduct.__'-___"'-ammmt EmefeSt is. charged as an EXPense as. ‘t accrues, .

(k) Receivables - SEREERRCI - _
" deferred in previous periods is reviewed regularly and al each.- . Trade receivables and ether recezvabies are recerded at amounts
- reporting date, to ensure the criteria for deferral continues to be 'due less any aiiowance for doubtfui debts
Comel, Where such costs are no longer considered recaverabie they LT R e

- _(E} Payai:oies :

ffz'are written-off as an expense in net profit or logs. ' R e
o P P! coeee o Trade payables and other accounts payahie are recogmsed when
D -_Gevemment grants recewed or.receivable in retatxon to research - - the consolidated entity becomes obliged to make future payments S
- -and development costs, which are deferred, are deducied from the . .'resuitmg fom, the purchase ef goods and sewxces .

. {m) Financial Instryments isseed by the Campany o

fransactign cosis arising on the lssue of equity mstmments arg. "o

-, recognised directly in equity as a reduction of the proceeds of the - -

. equity Instruments o which the costs relate. . Transaction costs are. .

- the costs that are Incurred directly In connection with the Issue of - |
- those equity instruments and which woa[d not bave been mcurred

- had those mstruments ot been zssued B - h

::.._research and development osts, which are recognised as an "
. -expense du{mg the current or preweus periods are recegnised as
o ;revenue .

e i} Intangibie Assets RS
o+ intellectual Property rmd Kﬂow How = R
-1 intellectual Property and Know-How is recerded at the hasterzcai
" purchase cost and is amortised on a straight-line basis overa -
-1 -period of 20 years, which is the period for the exclusive rights
" -under which the patents and trademarks over the assets are

. -_-_(n} Revenue Recegnit!o;: _— e -
- Revenue from Government Grants is recegmsed on an accma! '
: - -basis when the consolidated entity gains control of the right_t_a :
*representing future benefits for which the reaiisatmn zs censzdered ;__"-."F‘C“c‘c"i"re the grant in accordance with the terms of the grant '
- -'-'t{} he no. Eanger prebabie are written fo L agreements. Interest revenue is recognised on a time
. L proportionate basis that fakes into account the effective yieEd of
L Goodwill - e T - ©on - the Binancial assets, -Revenue from the sale of goods i -
-~ Where an eﬁtitv or Dperaﬁon is. acqu:red fhe fdéﬂtifabfe net .- recognised upon the delivery of gonds to customers, - Revenue -
. Cassels acquzred are.measured at fair value, The excess of the fair - - “from the rende{mg of a 5@[\;;5@ ES rggggmsed ﬁpcﬂ the deiwe;‘y Df
- - value of the cost of acquisition over the fair value of the identified .'._""._the sesvice to the custgmers : .

T met assets acquired, including any Hability for restructuring costs, -

gver the period that the benefits are expected to arise, The cost of_ - - Revenues, expenses and assets are recogmsed net C*f fhE amaamt .
- acquisition is discounted where 5ettiement of any part ef cash R of goods and 53""*‘395 tax (G5T), except: . . -_ '
Ok where the amaunt of GST incurred is nat receverabie fmm the

| ‘Goodwill, representing the excess. of the cost ef acquisition over - . - -taxation authority, it Is recognised as part of the cost of -
- the fair value of the identifiable net assets acquired, is amortzsed 'j - acquisition of an asset of as part of an item of expense; or_

f.za for recewahies and payabies whach are recagmsed mciuswe of

__"'_--The net amaunt of GST recoverabie fmm or payabie te, the .
) .taxatron authoraty i5 mciuded as part of recezvabies or payabies

. - {h} Recoverable Amount of Non Current Assets - e e
.-~ Non-current assels are writlen down to receverabie amount where
-+ the carrving value of any non-current asset exceeds recoverabie

' -...__Cash fiows are included in the Statement of Cash Flows on gross.
basis, The GST component of cash flows arising from Investing
~-and financing aclivites which is recoverable from, or payahie te,

.__the taxation aatherity is classified as QpEratmg cash ﬁows

: f -assets, the expected net cash ﬁows have not been d;scmmted to.
- their present vaiue L T : e

3 '-'(i} Forelgn Currency R DEREEN
“L All foreign currency transactmns durmg the Fnanczai year are - S
- brought fo account using the exchange rate in effect at t_he__da__te__of_ o
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f:'..j1 SuMMARY OF. SIGNIFICANT Accoumme POLICIES
= f_'{Connmxﬁn} o
o _-_Smce the }une 2004 Anma! Re;::ert the expense generai ledgers

"L NOTES TO THE FINANCIAL STATEMENTS

" for Premier Bionics and its controlled entities have been . . L

T _T_eorganised and management reports have been prepared under

. new classifications, The 2004 figures in the Statement of financial ;

“-Performance have been reclassified to match the current . -
| management reporting framework, There has been no impact on - -
: - net loss for the period arising fom the reclassification. The most -
- significant and material movement relates to reclassification of 3_-:_'
- Lonsulting Fees incurred from PR consultants to Marketing and -
©Promotion Expenses, amounting 10.$59,000 and the movement ef
“:annual repont design and printing costs from Corporate R

. :-_Admmzstratien to Marketing and Promotzen Expenses of $26 890

7 (q) Changes in Accounting Poticies o -
. -:'-_Nc changes In accounting peiaczes have affected reportmg of the L
o _'__current per;od of the preweus comparatwe per;o:}

| () Operating Leases . =

o-: Lease paymenis for.operating 1eases where 5ubstant aiEy aii the =
- risks and benefits remain with the lessor, are charges as expenses
I In the periods in which they are incurred. Lease incentives under - i
- -pperating leases are reaagmsed s a Eaabaiity Lease payments
'f.‘:recewed red&ce the liabfliy, " :

Cs) Adoption of Austraiian £qat!vaient5 ta 2ntematianai Financia[

" Reporting Standards - : T e
- Premier Bionics will be requxred te prepare fnanc:ai 5tatements

- that.comply with Australian equivalents 10 international Fmanczai '
- Reporting Standards (A-IFRS) for annual reporting periods -
"~ ‘beginning on or after 1 January 2005, Accordingly, Premier Bionics - -

o first half-year report prepared under A-IFRS will be for the haif~year :

" reporting period ended 31 December 2005, and its first annval -
1 financial report prepared E.mderA !FRS waE be for the year ended
30 uRe 2006, -
: : The following pro forma Statement of Fmanciai memmance and
-1 Statement of Financial Position sutline the likely impacts on the -
- cumrent year result and financial position of the Company and
- consolidated entity had the financial staiements been pr.epared
" "ysing AIFRS, based on the Directors’ accounting policy decisions -

> f_mrrent at the date of this financial report, Readers of the fnanczai__

. report should note that future developments in A-HRS (for

> ~example, the release of further pronouncements by the Australian R

. - Accounting Standards Board and the Urgent Issues Group) and the__' T T :

- ‘zudit of the figures under A-IFRS may result in changes ta the
- accounting policy decisions made by the Directors and,

U consequently, the tikely ;mpacts outlined in the foiiowmg
L pros forma_ ﬁnancfai statements, -

CAERS comprise accounting standards issued by the Australian e L o

: “Accounting Standards Board that are equivalent to the Standards . -~
| issued by the International Accounting Standards Board, -

26
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:-_'-1 Si}MMARY OF SIGNIFICANT Accoumms Pcucuzs (Com’mvzn) =
. .'(s} Adaption of Aastraiian £qat!va!ents to international Financia! Reporting Standards (Cantinaed}

CAMFRS
A-GAAP  Adjustments . A-IFRS

$ $ 5
55_:_-'R5vmues FROM oammammmzes 1,627,522 -l 1,627,522
- Cost of Goods. Sefd T (488.419) (488,419)
éff}Research and Deveiepmem Expenses (879,964} {879,964)
- Intellectual Property Expenses - SR {144,218) {144,218)
-+ Directors, Consulting and, £mp£oyee Expenses (839,022} {859,439)
.- Corporate Administration - L T {655,434} {655.434)
- Travel and Entertainment . . {332,214} {(332,214)
|- ‘Marketing and. Promotion - {897,352} {Bg7,352)
- Amortisation and depreciation - {165,886} {36,500)

o Loss horne by parent entzty an zssae of new shares

- 'by controlied entities © -+ _
[ Write down_of intellectual Pmperty 10 recoverabie ameunt
- Write down of Goodwill to reco\rerabie amount -

©D L (1280870 U (00989) . (229,076)
oD (283,573 283,573 1 -
S (L045,200) 101,045,200 -

éj:mews;on for bad debts - T RS SRR DR SR SRR 0,372 16,372

11+ Other expenses from ordmary actiwtzes {2.60%) - {2,603)

" {LOSS) FROM ORDINARY ACTIVITIES -~ R LR ST e

" BEFORE INCOME TAX EXPENSE {4,194,078} {2,887.325)

. INCOME TAX EXPENSE RELATING .

10 ORDINARY ACTIVITIES oo

- {LOSS) FROM ORDINARY ACTIVITIES L

5 : ': AFTER INCOME TAX EXPENSE . - ) f4,194,078} {2,887,325)

- NET(105S) ”TR'WT@P??QQP?_S_*_D_E_ _____________________________________________ SRR .

- EQUITY INTEREST 109,113 - 109,113

: NET {f-OSS) ATTﬁlgijTAgl.i O MEMBERS ......................................................................................... o T

O THEPARENTENTITY | oBa060 isobrss (78212

. TOTAL CHANGES IN EQUITY OTHER THAN - . e

- THOSE RESULTING FROM TRANSACTIONS =~~~ - 0
I WITH OWNERS AS OWNERS {4,084,965) 1,306,753 (2,778,212) .

. :'."The accnmpanymg notes form part of these fnancza[ statements
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1 SuMMARY OF Slenc;m"r Accoumme Pcucuzs (Counwzn) : R,
I Adaption af Af.tstraixan £qat!valents to. intemat!onai Financia[ Reporimg Standards {Cantmued}

f;-_-Reaewabies_ e - - R
Clnventory o

5 ~NoTES -'m____T_H_E FINANCIAL STATEMENTS .

f : 'Pra-forma Cansni:dated Statement af Financial Positian as at 3a ;xme zaos

............................................................... Notes - A-GAAP Adjustments A-IFRS

3,429,467
680,463
98,020

680,463

98,020

" Other 23,557 - 23,557

" YOTAL CURRENT ASSETS ' | 4,231,507 - 4231507

. NON- CURRENT ASSETS -
o --Plant & equipment -

375,822 375,822

' intangible assers D 2479712 42,029 2,521,741

. TOTAL NON-CURRENT ASSETS 2,855,534 42,020 2,897.563

_"'fOTAi. ASSETS 7,087,041 42,029 7,129,070

" Payables

1,376,877 < 14,376,877

: :.:-Pravisions h B 60,625 {30 497} 30,128

' TOTAL CURRENT !.IAB&ITIES ' C 1,437,502 {30,497) 1,407,005

> .:.:Praws;ons g 8,119 289452 37,061

. “TOTAL NON-CURRENT LIABILITIES 8,119 28942 37,061

- TOTAL LUABILITIES 1,445,621 (1,555} 1,444,066

5 ijETASSETS 5,641,420 43,584 5,685,004

CEQUITY .
o '.Ceﬂtributed eqmty
- Accumytated losses -

12,247,066 ”21,972 12,260,038
(6,605,646} i_' 996,020 - (5,608,717)

- ‘Adjustment for equity resuitmg frem acqwsztmn of oatsade equzty mterest b - {975,317} {975,317)

' Equity attributable to member of the parent entity 5,641,420 43, 584 5,685,004

- TOTAL EQU ITY 5,641,420 43 584 s 685 004

28

féf'.:The accampanymg notes form part of these ﬁnanc al statements, e e T T
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1 Si}MMARY OF SIGNIFICAHT Accoumms Pcucuzs (Ccnnmxzn) )
L8} Adoption of Aastra{ian £qutvaients to intemationai Financia[ Reportiﬂg Standards (Cantinaed}

: . Pro-forma Campany Stateme_n_t_ of _f_in_a_nc_i_ai Perfarmance far the year ended 30 }tme 2005

. AHFRS -

e . Notes. A-GAAP - Adjustments .~ A-IFRS
- REVENUES FROM ORDINARY ACTIVITIES -~ - L DR 235,196 ' 257,278
| Ditectors, Consuitmg and £mp[oyee Expenses ' (404,658} {415,630)
- Lorporate Administration SR {534,937} {534,937
" Travel and Entertainment . {188,060} {188,060)
. Marketing and_Promotion - (337,065) {337,065}
" Amortisation and. depreciation . R {15,234) {15,234)
T Write down of tnvestment 1o recoverabie ameum D (3,445,965) {1,937,622)
*".Provision for non-recovery of loan 1o CG“F’.‘?B?‘??F’.?‘.W. LR E LI G (493,278) (489,177)
|- Other expenses from ordinary activities {2,603} {2,6073)

-'{L05S) FROM ORDINARY ACTIVITIES - -
' BEFORE INCOME TAX EXPENSE

' INCOME TAX EXPENSE RELATING .
70 ORDINARY ACTIVITIES - - e

f5,186,604}

523,55 . (3,663.050)

- (LOSS) FROM ORDINARY Acnvmzs

" AFTER INCOME TAX EXPENSE " (5,186,604)

1,523,554 L (3,663,050)

" OF THE PARENT ENTITY {5,186,604)

- TOTAL CHANGES IN EQUITY OTHER THAN -~
' THOSE RESULTING FROM TRANSACTIONS

4523856 (3.663,050)

- WITH OWNERS AS OWNERS (5,186,604)

: : .:._The accnmganymg notes form part ef these Fnancza[ staternents

wiww prensierbionics.com. ay
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'31 SuMMARY OF Slenc;m"r Accoumme Pcucuzs (Counwzn) T
s} Adoption of Austraiian £qat!vaients te intematianai Financiai Reportiﬁg Standards (Cantinued}

5 }{cumenmssa'rs
o Lash assets |

" NOTES TO THE FINANCIAL STATEMENTS -

: : '-Pra forma Company Statement nf finam::ai Positmn as at 30 }tme 2005

............................................................ ‘Motes . A-GAAP

2,893,224

: Re(:ewrabies ............................................................................... 23,955
o Other 14,267

2,893,244
23,955
14,267

2,931,446

- TOTAL CURRENT ASSETS T o3t
. NON-CURRENT ASSETS .~ . "

- Other financial assets -

2,183,350

. : '__Recei\fabies e e A&c 747,365

" Plant & equipment 76,092

2,183,350

763,583
76,092

: " TOTAL NON-CURRENT ASSETS 3,006,807

16,218 3,023,025

' TOTALASSETS 5,938,253

" payables -

162,192

o Provisions 214

16,218 5954471

e T SR g2

214

162,406

o ‘TOTAL CURRENT LIABILITIES ' 162,406

- '-Praws;ons 48

48

g g'.'zomz NON-CURRENT LIABILITIES 48

48

- TOTAL LIABILITIES 162,454

162,454

5 '; fuzmsszrs 5775799

- EQUITY
o .'Corttributed eqwty :

12,247,066

:}"_Accumuiated fosses  (6.471,267)

16,218 5,792,017

S2n,972 - 12,269,038
G758 (6,477,021

: _'Eqmty atmbutabie 0 memher of the parent entity 5.775.799

- T0TAL EQUITY 5.775:799

30

16, 218 U 5,792,017

: . .'The accampanymg nates farm part of these f’nanc al statements. L
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53-:-'.1 Si}MMARY OF SIGNIFICAHT Accoumms Pcucuzs (Conzmazn)

f ':':{5) Adoption of Aastrai:an £qat!va!ents to. intematianai Financia[ Reportmg Standards (Cantinaed)

> : Z_Pro forma Cansoiidated Statement af Financia[ Positmn ol at 1 }uiy 2094

- AERS

................................................................................... Notes A-GAAP :-__ﬁﬁiﬁst_me_ﬁis A-IERS
: s s .
" 'CURRENT ASSETS - - o
o-Lash assets .-~ - 2,831,995 2,831,505
CUReceivables oo 37,911 37,911
o+ Dther 30,537 30,537
. TOTAL CURRENT ASSETS ............................................................. sooonis 2000443
': _.:NON CURRENT ASSETS .......................................................................................................... S
- Plant & equipment - S 29,168 - o S 29,168
-Intangible assets b 363,462 (363,462} -
TOTAL NON-CURRENT ASSETS ort0 63,467 268

 TOTAL ASSETS

3,293,073 (363,462) 2,929,611

: : f.’Payabies

: 302,896 302,806
’I‘OTAL cu RRENT LIAB;LITI Es ................................................................... 302‘896 ----------------- 302,896
L TOTAL LiABILiTIES 302,896 302,806

= NETASSETS _

CEQUITY. §
. :._Ceﬂtributed eqmty _
s _'Acwm uiated Easses

2,990,177 (363,462} 2,626,715

5,457,220

(2,520,681 (309,824}  {2,830,505)

5:457,220

2,936,539 (309,826 2626715

53.638 {53,638)

: -j-'?oTAL EQUITY

f : f':The accompanymg notes form part of these Fnanczai statements

2,090,177 ' (363,462} 2,626,715 ..
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: 1 SaMMARY OF Slenc;m"r Accoumme Pcucuzs (Ccnnwzn) - -
ogs) Adaption of Austraiian - Equivalents to international Financial Reporimg Standards {Cantinued}

(INOTES TO THE FINANCIAL STATEMENTS -

- me—forma Company Statement of ?inanciai Position as at 1 Juby 2004 ¢

".'"A-iFRS

L R A-GAAP A-IFRS
5 5

" CURRENT ASSETS

.. Cash assets || - 2,662,607 2,662,607

JLRegeivgbles s 25,012 25,012

: : ;:_Other 1457 19,457

| TOTALCURRENTASSETS orsee 2707166

ﬁ@f.‘_uou CURRENT ASSETS - .~ ST

- - Qther financial assets 1,508,343 (1,508,343 -

1 Receivables - O O SRSATAS AR TS 20,965 _{-'_29_9.55}.._ -

CooPlant & eqmpment 22,508 22,508
’I‘OTAi NON CURRENT Asngs .............................................................. 1’551,816 . {1,529,308) - 22’508
?‘OTAiAssirs ................................................................................................................... 4,258‘982 - {1,529,308) - 2,729’674

S CURRENT LIABILITIES oo oo T

*: - Payables 86,425 86,425

,{OTA;. CBRREN? LIABH_IT'ES .................................................................. 86‘425 ---------------- 86’425

romtuasumes souzs 6,425

f EENETASSETS T wiossr | s29.308) | 2,603,040

CUEQUITY

. :Contributed Eqmty 5,457,220 el 5,467,220

o Accumuiated Eosses 1,284,663} {1,52¢,308} 2,813,971
Equlty atbibotahle o membes of fhe parent ety w172557 263,249

s f”mmz EQUITY
¥ ';_'The accompanymg m)tes form par‘t of these fnanc a[ statements.
Ca Share i:oased payments

: : “Under the consolidated entity’s current accountmg poiiczes ;t has -
- expensed shares and options issued to consultants in lieu of -

{1,529,308)

...................... hi72557 - (1529,308) .. 2.613.249

" Uservices. The consolidated entity has not expensed options zssaed e

- -to employees andfor directors. Under A-iFRS all equity settled .- "
"+ share base paymenis must be expensed. Equity Instruments issued
- after 7 November 2002 that were not vested as at @ lanuary 2005 &
- are.measured at fair value at grant date, The fair value determined
- -at grant date of equity settled share based payments is expensed
-+ 'on a straight line basls over the vesting period, As a consequence, .

: . contributed equity will Increase by $21,972 (Company: $25,972) -~

as will the loan from Premier Bionics to Medic Vision $Nil " -
- {Company: $11,000) and an additional employee expe;nse .
:3f_cf $21,972 (Company: $10,972) will be recognised in the

32

f"._'.._'year ended 30 june 2005

wiww.prersierbionics.cem.au

b Empteyee Leave Provisians e e T

. Under the consplidated entity's current accountmg poiiczes
- i recognises a provision for employee annual feave as a curent.
Hability, Under A-IFRS annual leave in excess of the annual - oo
~entitlement that remains outstanding at the end of the acceuﬂtmg e

Courrent Habiity must be discounted, As a consequence, empleyee

‘expenses will decrease by $3,555 {Company: $Nil) and be -
‘recognised in the Statement of Financial Performance for the Z_';_:

'-.""decrease by $30,497 - {Cempany $Nz}

period must be recognised as @ non-Current Hability, This non-

f‘nanciai year ended 30 June 2005 Nan -cyrrent Eiabiiities wilE




-, Financial instmments . S e
" .The Dhrectors have eEected net 10 eppiy the ﬁrst -time adopticm )
.1 exemplion available to the {ompany to defer the date of transitmn
- ~of AASB 132 ‘Financial Instruments: Disclosure and. Presentation
. ‘and AASB 139 ‘Financial instmments Rewgmtzon and -

= ;:Measurement to 1 july 2005. - -~

: - Under the cOnseE dated entily's current accoentmg poizczes
CUUH does not cha{ge interest on the loans made to subsidiaries.
" “Under A-IFRS the consolidated entity is required fo charge -

.1 commercial interest, As a consequence, revenue from ordmary
"1 activities will Increase by $Ni (Company: $22,082) and be ..
C-recogaised in the Statement of Financial Performance for the - -
- -financial year ended 30 June 2005. Al 30 June 2005 the Board -
" resolved to provide in full for the loan by Premier Bionics 1o~ "
- Pubmosonix, | As a result, the A-FRS adjustment will reduce the
T write down of the loan 1o recoverable amount by SNl {Company:_
"1 %4,101) in the Statement of Financiat Performance. Non-current
| assers will increase by $Nit (Campany $5,218} representmg the
; .imcrease in.the Medzc st fon. 1oan S el L o

> f-_d !ntangibie Assets - : e .
- Goodwill represents the excess of the cost of ac{;wsxtioﬂ over

o the fair value of the identifiable assets, Hahilities and mntmgent

" Yabitities acquired and is recognised as an asser. Under the
. -_;conseiidated entzty’s current accountmg pobczes goodwzii

“--annyally and whenever there is an indication that the goodwill .
- may be impaired, any impairment is recognised Immedxate!y in, .
o profit or loss and is not subsequently reversed. Prior fo -

. _3 ‘performing this impalrment, goodwill is allocated t0.a cash

. to recoverable

¥ _3 ;wratten off under A- lFRS accoummg prmczples

. .:.As a consequence in the finandial statements at 30 iune zoos

- “the #nancial statements for the year ended 30 June 2005, This |

o _3-.aiso_ increases the loss borne by the parent entity on issug of .new_:."--
- 'shares by controlled entities by $53,638 (Company: $Nil) because |
.. the parent i forced to absorb. losses attributable {o the mineri;y T

|- " shareholders a year earlier. - In the financial statements of the .

-'..decreased by $Nz (Cam;}any $a 508 343}

1. Si}MMARY OF SIGNIFICAHT Accoumms Pcucuzs (Conzmazn)
S ;(s) Adaption of Aestrai:an £qutvaient5 te intemationai Financia[ Reportmg Standards (Centinaed}

U The investment and goadwaii created by the acqmsztzen of Medic
".Vision has been supporied by a discounted cash flow modet and .
"---.therefore has not been impaired. As a result, the amonisation of .
- the Medic Vision goodwill is reversed, mcreasmg the mtanglbie "
L asset by $42, 029 {Company $Nz) s

'._"'UnderA -GAAR, acqu isition by a parem ef an add;tionai ownersth
- interest in a subsidiary subsequent to.the parent obtaining contmi
s accounted for separately from the previous acquis trons of :
- ownership interests in the subsidiary (that is, a5 a step -
..__'acqu sition), Under A-HFRS, the acquisition by a parent entzty nf
- an additional ownership interest in a subsidiary subsequent to 0
“-.the parent entity gaining control of that subsidiary is recognised
“as an equity fransaction. As such accounting for the additional -
. acquisition as a step transaciion under A-IFRS is inappropriate, -~
U Buring the financial year ended 30 June 2005, Premier Bionics
“acquired from the outside equity shareholders in Pulmosonix, .. 7/
) "';-:"t_he remaining ownership interest in Pulmosonix which It did not .
..___"a_ifeady own, As a result of applying the requirements of AJFRS, -
- accounting for the acquisition of the ownership interests of the -
. outside equity holders during the 30 june 2005 financial year, .
. has resulted in goodwill on acquisition of Pulmosonix reduding :
. by $975,317 (Company $Nil) and contibuted equity decreasing - -
- by $975,317 Company $Nil). As the goodwilt assoclated with the
" Pulmosonix investment during 30 June 2005 financial year was ...

‘written down 1o a recoverable amouni of nil af 30 june 2005, -
e ce .. consolidated operatmg expenses aiso reduce by $975 317 under
e .U.n_dw A-EFRS goodw His net amemsed but tested for zmpasrment : : -

e income‘!‘ax : T e o
" Currently, the cansnizda’ced entsty adepts the Exabaiaty methed ef
" tax-effect accounting whereby the income tax expense is based on

. : : ; ) the unting profit adjusted for any permanent differences, -~ -
-~ generating unit, At 30 june 2004, the goodwill was attributabie. L e aceo gp dj ¥ p _

- to Pulmosonix, Impairment testing of this goodwill at 1 July 2004

- Timing differences are currently brought £ account as either g -

s ; Lo ision for.deferred income tax or future income tax benefit, - - .
- in accordance with A-IFRS resulted in a write off of the goodwili - - | Provision Tor o '

amount as a discounted cash flow valuation -~

e e I ot e, identified for each asset and labily rather than the effects of the "

‘timing and permanent dszerences between taxab[e mf,:ome and
_.-3(:{:0331'!“8 praﬁt L - P . .

- business, As a resulr, the 1P in Pulmosonix at 1 }eiy 2004 was aise o

i t p d by $129,386 (C ny: SNID nd "_'_"Despxte the abnve change in how tax is recegmsed the _
. .amortisation expense decreased by $129,386 (Lompany: 30" consolidated entity does not expect. there to.be a material change .
- the write down of Goodwill to recoverable amount decreased by ~ 1 :

- $22,532 {Company: $Nil) and the write down of intangible assets . -, oo by the parent and Its subsidiaries cannot be ...~
1 to recoverable amount decreased by $253,573 (Company: $hif). m '_'transferred from one entity to the other unless the conselidated - "
" entity elects 1o tax consolidate, At this time, that election has not - "
“been made, As the Company has yet to tax consolidate it is not - -
-..probable that the tax losses in Premier and Pulmosonix willbe .
- utiised, Medic Vision has negligible fax fosses available at 30 June,
2003, However, the censeiadated ent;ty wziE centmue o evaEuate -

- -{ompany the write down of invesiment to recoverabie amaunt '__"__'__"__this n fuwre penods

. Under AASB 112; Income Taxes, the entity will be required 1o adopt -
‘& batance sheet approach under which temporary differences are -

in the financial statements at 30 June 2005, The accumulated tax .
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ff__'1 SuMMARY OF Slenc;m"r Accoumme Pcucuzs (Counwzn) - :
o (s} Adoption of Australian £qutvaients ta intemationai Financia[ Reportmg Standards (Cantmaed}
: £, Business Combinations = - e
~0On initial adoption {o A-IFRS the Dxrectors have not eEected to

~restate business combinations that occurred before 1 july 2004, L
o ;-Acwrdmgiy, the impacts of the adoption of A-FRS on the Fnancza%

: NOTES 'm._*m E FINANCIAL STATEMENTS ©

o report associated with past business combinations will be Eimited
Jto the cessation of goodwill amortisation and recognition of -
 additional deferred tax assets and tax fiabiies, if applicable.

" ‘Premier Bionics écquired Medic Vision during the financial year -
;; .'.:t}nderA EFRS _deferred 1ax Habilitles and deferred fax assels .

) acquzred are ‘measured. on a dxfferent baszs to present {refer (e}
- -above} and contingent liabilities that are reliability measured are
- "--required 0 be recognised separately from goodwill where they -

_'._"present account rec;uzrements

in respect of the acquisition durmg the year there were no -
_contingent iiabziztzes or HEW mtangibie assets rec;umng recognitmn o
' 'underA !FRS Lo : S

" mei the criteria for separate recognition. These intangible assets_-:._
“may noi have been separately recogmsed f{om goodwzli z.mder :

Cansaiidated

2005 2 _o.oa'
S $
2, PaonT/i_oss FROM ORDINARY Acrwmzs
- Aa) Re\renues fmm Non Operatisg Acttvitaes _
B Revenue from operatmg actmties AR
CoBales e T T 657,678
: f {0 Revenue from non- o;}eratmg actmtzes ................... e
- inferesy - Other persons!wrpcratmns T 112,023 C128,049 L 90,676
: : - Governmeni grant subsidiaries - e 356,743 (114,181 - -
| “Research and Development Tax Concesslon 1L 382,328 e :
T Other Income 118,750 - 144,520
35':'.T0tai ovemes orrezs rinane ass 126,018
(B Expenses from Operating Activities - T T L
.- ProfitfLoss from ardinary actw_itzes bef{}re mcame tax
.- has been determmed after:
éfffExpenses e
- .. Base Directors Fees 268,333 268,333
- Consuliants Fees " v T 401,807 87.904
.. - Employment Expenses 168,882 48,421
:f_:.'Totai irectors, Consulting and Empiayee expenses """"""""""""" 839,022 U nas2ry 404,658
: s 3_Depre<:iataon of non- current assets o
. - Computer Equipment - : 24,176 : '-__"12,146____ 10,594
oo Fuendtyre and Hitings - = 3,773 LTty T 3,773
o FIROUEASSRES - b e 867 867
oo Medical Bquipment - T 554 :
:f;-_~ Plant and Equipment 7.130

" Total E}eprec;ation

" Write down of Intellectual Property to recoverabie ameunt_ Sl

: 253,573
oo Write down of Goodwill to recoverable amount . 5045,200 A -
- Write down of Investment 1o recoverab!e amcunt - - 3.445.965
:fi'Totai wiite downs fo recoverab[e amount_ ooirs T ais.06s
f : f_'Amertzsatson of mtangzbie assets '_ . .
-~ intellectual Property ~ o 15,525 -

-~ Goodwill on conso zdataon 113,861 12,176

tordl Amortisation monte 27,953

et angn carrency exchange gainfloss e P 6
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36,500 12,447 15,234 3,811 ..
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' 'Cansoiidated . ~-Company - e

.......................................................................... 2{}{}5 - 2904 2004
............................................................................. S $

3, iNCOME TAX £XPENS£ :

- (@} The prima facle tax payahie on pmf‘t}ioss frem erdmary
- “activities before income fax is reconciled 1o the mcame tax
> provided in the acwuﬂts as follows: P TR

: : _anma facie tax payahi on operatmg praft}ioss
. before income fax at 30% (2004 30%} :

(25822 (500 324} (1,555,981)

i Non-tax deductible.ftems. . S T o sosger o 37,783 32,500 9,965
- Losses carried forward not recegmsed 752,233 462 541 1,523,481 220,206
: !ncome Tax ﬂpense .................................................................. L T i CR. L T ) P

(o) The Directors estimate that the potentfai future
. income tax benefit a1 30 June zoos in respect of t_ax___
- losses 1 m)t bronght to accaunt_ is:

1,296,006 8347210 687,032

- Losses carred forward
- Timing differences - prepayments 20,623 2,296 1,221,486

1,316,719 83?017 1,008,518 365,021 "

" This benefit for tax losses will only be obtained if: - e
. ;_'(f} the consolidated entity derives future assessabie mceme o

[ of a nature and of an amount sufficient (o enable the -
o beﬂeﬁt from the deductmns for the Eosses to be rea!tsed

5 :(ﬁ} the consoiidated entzty continges 1o compiy wath the -
conditmns f{}r ded&cnbzizty impased by tax Eegzsiatzc}n and

= f(zz} no changes in tax legisiation adversely affect the
.. consolidated eniity in realising the bertef't from
- the deductmns for the Easses

. f'.AI 30 june 2003, the Company had not eiected o tax censeizdate

féf-'.Cash at bank 3.429.467 2,831,995  2.803.224 2,662,607

o 3429467 2831995 2893224 2,662,697 .. _'
L -Geeds and Ser\nces Tax

o " - . 31450 23,847
- Trade debtors - 551.882 )
©-DOther debtors 97131 108
e 680,463 23’955
At 30 June 2005 included in Rece vables is an ameunt of -
: HKE}$183,333 (A$3o 983} This amount has not been effectwe ' hedged
6. INVENTORY -, . L . N
-::Wr)rk in progress 98,020 . . L
e e e e 98,020 """"""""" ’ L T . o
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(I NOTES TO THE .FINANCIAL STATEMENTS -

_% of Equity interest held -

_ | “investment -
incans_oiidgt__ed_en_tity.__:"-._ TR

8 |NTER£ST IN CORTRO%.LED ENTITIES
.- Parent Entity: - '
- Premier B;omcs Ltd
UACN 099 084 143 S
o E-Registered 18}12[2001 S
" investments in sabsrdfanes at cost-
1. Pulmosonix Pty Ligd :

- UACN 096 917 127 _ R
. Registered _?4f05f?<?01._ - " Australia_ 100%
[ Medic Vision Pty Ltd | - g .
CUACN 090 992 322 o T e

ff-_-Regzstered 20;’12}1999 Australia 100% ST 2483,350

Casoba

2183350 1 508, 343 -
_3 _-Durmg the year the Company increased Hs inferesi in Puimosamx by %1, 937,622 At 30 }zme 2005 the invesimeni in Puimosemx was .-

: - written down 53,445,965 tc s recoverabie amcunt based on the Direaors current cash ﬂow fcrecasts that have nct been dsscounted
SR net present vaiue : : S . . o N

.......... o T ..'.cons.qtidated

RECEIVABLES (NON Cl?RRE&T)
f;;_'Laan to controlled entities SRR S L240,683 o
5 i, iPraws;On for non-recovery of 1ean 10 wntro[ted entzty {s} . . {493,278} -

- 747,365 20,965 .

. ff(z} Provision fer non- recevery of 1c}an relates ta Puimoseni
‘3 who[iy Dwned substdiary of. Pfﬁmier Bi{}mCS e

9. PLANT and EQB;PM._E_NT._

ZCemputer £qu pment - SRR
. : A‘}; [e A R EURIEPERRRRPPTR S 143,300 45,070 46,@87 ....... .....39,809 .

fff_'Accumuiated depreczatzen ' {50,284) (26,236) {18,101} {7,635} .

: CComputer £qument at 30 iune 2005 93,017

27,986 12,i74
ffijumature and Fxttmgs DR
LAY cost. e . 40073
- '.'Accumuiated depreczatzcn (3,774)

40’673
(3.774)

36,299

e - Fuenituse and F“ttmgs at 30 iune 2005 36,209

" Fisout Assets o
AL cost. S ne7s L men
-':'.Accumuiated depreczatzcn {8e7) - {867} -

" Fitout Assets al 30 june 2005 11,807 . 11,807 -

| Medical £quipmem e
DAL cost T 10.907 S
. _'Accumuiated depreczatzen {554) - - - )

: “Medical Equipment at 30 june 2005 10,353 - - L
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" Consolidated Comp_an_y_ _

: :.Piant and Ec;uipment
" LAY cost e 231476 e g S
:f.:._Accamuiated depreczatzen {7.130) - : -

féffPEant and Equipment at 3¢ June 2005 224,346 L - N

375 822 ' 29,168 76,092 22,508

As part of the acqwsﬁmn ef Medic Visien Premzer Bionics ac{;uzred $190 021 in piant and equipment thai had been depreczated by
359,241 af 1 May 2005, On acquisition, accumulated depreciation was offset again the cost, The written down vaiue cf piant and
S -equipment of $13a,780 was acquzred as paz‘t ef the Medic st on acqmsztzen Thzs represented ;ts fasr vaiue R : : :

: ER&CGI’!CK!E:EOES o . . . . . . - e e
. Reconciliations of the carrymg amomts ef each cEass of piant and equipment at the begmmng and er;d ef the current Fnanctai year
care set out below: : : " . : . D . o

-"-_'-_"_:Fitm.zt . Medicai; _' ""-Piant&
‘Assets - Equipment - Equipment

: fzoos Consqi?#a_tg_d_ - . Computer :':: _'

n385,300 I
....................... 22360
{? 130} {36,500} o

CAdditions T T 00,805 T 20,738 .
: '_"_DiS;}GS-a{S e T . (2,236) [RCTRTRRR T e

5 " Deprecza’zaon Expense {24,176} {3,773} (867) '

224,346 375822

_3 _'.Carrymg amt}mt at 30 }Lme 2005 93,017 36,209 11,807 '

-'-_"-.Camputer . R B . ?itout L :

: ': :.2005 Company

S 22,508 g
__________________________ (236
{15,234} .

11,807 76,092

- Addit ons L - : : .
. -_-_Dispesats e
> -_-.Deprecza’zaon Expense (10 594}

. f'.Carrymg amount at t30 }une 2005 27,686

- :'2004 Consoiidated

- j.Carrymg amount at 1 3%.;1\,' 2003
oAdditons LT
CDISPOSALS e T e e T

o o 244 N
.'.Depreczataon Expense ' '{12,1.46) (z} {12 147}

f?Carrymg amount at 30 }une 2004“ 18,834 10,334 29,168

________ = otat R

. -:-'zom; Company

[ Camying amount at 1 3t.tiy 2003
- Additions. - S
- '_-.Dispcsais -
5 Depreczataon £xpense

o Carrymg amount at 30 }tme 2004
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- Pulmosonts

fff[_f\t__mzs :_T_Q THE FINANCIAL STATEMENTS

el mmxemg ASSETS
D8} Gaodw:ii :

o ‘Goodwill at cost

-"121,760

. e 144,428 - L
. :..Less Accumuiated amortisation (99,228 {27,396} - -
e 1‘045,260 e 94;364 e L T ) O
Wiite down of Goodwill fo recoverable amosnt Comzon e )
"Medic Vision .
- Goodwill at cost S 2,521,741 _
L .Less Acwmuiated amcrtisaticn {42,029 -
e saroms -
(b} Intettectual Property . .. R
- intellecual Property at Cost - 310,500 310,500
oo Less Accumidated amortisation {56,927} {41,402}
............................................................................... 253573 269,008
Write down of tntellectuat Praperty 0 recoverab!e ameum ' I {253,573
Tato00s
. 2479712 363462
. :--.{z} AL 30 June zoos the. mtangzb%e assets in Puimosemx censastmg of S
- goodwill and intellectual property were written down by $1 045 200 .
" and $253,373 respectively to their recoverable amount based_
- -on the Directors current cash flow forecasts. that have net
. .:_'been discaunted o net present value, - -
s, PAYABLES R
- Trade creditors - R 611,363 36,130 30.077
;::..Accwed ﬂpenses 765,514 266,766 132,115
e 1‘376,877 T 302'896 e 162,192
: ::_'_At 30 June 2005, included in Payables is an amount ef R
©- 1SD$228,732 (A$200,370), EURS40, 989'(#\561;,933} o
1 HKD$80,940 (A$13,679). These amomts have not
o _"been effectzve[y hedged .
: 5;1.';2 pnowsmxs
. [_'The ageregate empieyee henefit hab:i:ty recogmsed
--.and. ind uded m the fnancxai statements. s a5 feiiows
éf-:imes:On for empinyee benefts S
- Annual Leave (Current) - : 60,625
e Long SErwce Leave {Non Current} 8,119
......................................................................... 68744 or
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s ‘Beginning of the financial year,

-1 - issue 1o Consultants {s)
= -« acquisition of subsidiary (w}

-~ less transaction Costs "

: g March 2005 -
23 March 2005 .
20 April 2005

'~ 13. CONTRIBUTED EQUITY
' (a) tssued and paid up capital - _—
-Ordinary shares fully paid - -,
1o Options 668,323

.............................................................................................................. 'i2,24?,066 -

12,247,066 5,457, )

Mo of Shares

" Movements in shares on issue . L -

. 129,120,624 .
- -Movements during the vear DR
1 - exercise of options () 142,000
- 1"({36)991 Lo
11,482,647
............... ‘8,241,511

: - private placement {if)

" on market buy back (v} -

5,457,220,
28,400
~.438,317 y
3559621
2,680,111 -

. (255,475
338,457

'No of Shares

21 298 703, 2,018,586 .

L3999
10,000 L. -
__639 053 L

_:_ 19, 998
40,000~
761923

2

49,738,124

1 578,743

= fEnd of the financial year

B "Betaiis

29,120 624

: (i) 2004- 2005
-0 28 july 2004

Exercise of Options

Namber

142,000

Exercise Pnce S 5

) 20042005 T
116 July 2004 - Issue to Consultants in
-5 Qciober -2004_ _j_ - 1ssue 10 Consultants in
. issue to Consultants in
- issue to Consultants in
~.Issye 10 Consyltants in
- Issue 10 Consyltants in
.. 1ssue 10 Consultants in
---issue to Consultants in
“Issue to Consultants in
lssue to Consultants in

order to settle expenses .

order to settle expenses -
order to seftle expenses -
order to seitle expenses
order to sefile expenses
order to sertle expenses - .
order to seftle expenses |-
order to settle expenses -

order fo settle expenses - -

order {o sefile expenses 100,000

13 May 2005
L May 2005 R
6 May 2005 .
|16 May 2005 L
i Mayaoos

. 104,927 .
. _.._227’252_.'“
L a84530
T2 5.5 SR
678
168,290
141,936
109,367 -
............... 134,496 :

'._32,_397.:-__ .
50,000 - .
. 44,000
130,896 .
32,804 .
24,000

L Gi) 20042005 -
D114 March 2005

3 559,621..

Capitat Réising
V) 20042005 e T
-1 23 December 2004 - lssue 1o Pulmosonix Shareholders

o 3 May 2005 Issue to Medic Vision Sharehotders '

6,451,613

- 689,nz ——
2,000,000

8 241 511

 Refer to note 17(0 and (d) for further detall, o e

2,689,111

30
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: : NoTES TO THE FINANCIAL STATEMENTS .

(v 2004-2005 _' IR

L5 July 2004
Claz uly 2004
a3 july 2004
- 22 July 2004
23 july 2004
26 July 2004
D27 July 2004
o2y uly 2004
22 Septemher 2004 : s S
"1 24 September 2004 | Dn.market buy-back e g

|4 October zo04 -~ ".On market buy-back - 69,007 -
"5 October 2004 .- - ~On market buy-back = .7
-3 November 2004  On market buy-back 12,494

3-..{)n 3 june 2004 the Compaﬁy amounced its intention to buy back {,Ep to 5% {mammam L.45 miibon shares} of its futiy paxd erdmary
. :-_'shares over the 12 months period beginning 22 June 2004. The Company resolved 1o. offer the buy-back to shareholders following
- ‘consideration of the performance of the Company’s share price combined with the commercial potential for four of the devices under

market buy-back .
_market buy-back .
market buy-back .
market buy-back .
market buy-back .~
market boy-back -
_market buy-back
market buy-back -
.matket buy-back .~

Namber '

..._182,000_
25,000 . L
" 41,370
. 150,000

28825 -

30,993

- '685 649 255,475 .

- - development. The Board believed at that time that the limited buy-back was an appropriate investment for the Company's surplus and

: -uncommitted funds. The Company appointed a broker to act on the Company’s behalf. The buy-back ended on 8, Aprz[ 2005 At this time
-_;685 649 shares had. been acquzred by the Company, representing 2,35% of the Company’s shares at 30 3me 2004 L

(D) 20032004 - e
©1.3 September 2003 . _
|25 September 2003 - Exercise of Options
Jay June 2004

- .25 September 2003 - Issue to a Consultant in order to seltle expenses -
(127 February 2004

Betaiis Namber Exercise PriceS 3

- Exercise of Options

Exercise of Options

issue 10 & Consyltant in order o setile expenses

(i) 2003-2004 e T e e

125 September 2003 - Issue under Private Placement -
o '.3 October 2003

40

issue under Private Placement 17,590 034 39,980

76¢ G273 2 639,053 S
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"No of Options § No of Options §

- 13. CONTRIBUTED EQU[‘{Y (comnum)
- {b) Share Options -

- 'Movements in share aptions
- ‘Beginning of the financial yea{
- Exercise of Options (i} o
: {ssue of options to Consaitants {s} L
..~ issue of options In_connection with ordmary
" shares.issued via private piacement (n}
lssue pf optzens 0 Directors v -

© 23,489,423
{142,000}

2,360,487 244,654

18 608,450
{i9,998}
: _930 000 ...

2,870,662
1,300,000

225,000 17,500
2,320,068 {06,160

f (i) 2004- zoos
: <28 july 2004

'Detaiis - Number  Issue Price$ s

(i) 2005-2005 . B . —
"~ 30 November. 2004 '--_'-L;Sted eptmns zssued 10 Censaitants L
ol e exercisable @ $0.20 on or befare B
e T g December 20060
- 30 November 2004 . Listed options zssued 10. Censuitants S
ST exercfsabie @ $0 20 on Di’ bEfDTE S D R
SRR 24 December 2006~ .- SRR . . 175,000
"2 December 2004 - -Listed options zssued 10 Censaitants L T
el exercisable @ $o.20 on or befnre :
24 December 2006 - .
.| Listed options issued 1o, Consaitants o
. --exercisable @ $0.20 on or befnre n ] R
. 24 December 2006 - e e e 310 S0 34,134
“Listed options issued 10. Censaitants g SR T
. -exercisable @ $o0.20 on or before B
.24 December zo06
. “-Listed options :ssued 1o, Censuitants_ :
. -exercisable @ $o.20 on or befnre o
.24 December 2006* AT
- Listed options zssued ihy Consaitants
- exercisable @ $o.20 onorbefore -
34 Devember 200G 200,000

4 May 2005

L 4 May 2005 o

4 May 2005

2360487 s

© ™ Issue price hased on value of services provided, - B A S
SR issue price based on pnce of. Ezstcd opzmns at grant datc T

'..Betaiis - Number = "

" Listed cptmns :ssued under capztai salsing, - - -
. _eXQFﬁSabie @ %0, 2000 0F BEIOTe » oo ERR
" 24 December 2006
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(i) 2004-2008 - w L . o
.23 December 20;_}_4__:' -Unlisted optsens assued to a Dmectar

4 May 2005

1. 23 December 2904 LUnlisted Optiens assued to an Executwe

: : 4 May 2005

~-.23 December 2004 ~ ‘Listed options issued to shareholders of

©- -3 September 2003 | -Exercise of Options @ $0.20 -

UNOTES.TO THE FINANCIAL STATEMENTS

4 May 2005~

Betaiis Number

.. exercisable @ $o. 30 on or. before
- 24 December 2006 LT
" “Unlisted options :ssued to 4 Dareetor,
_“exercisable @ a price calculated at a -
. 10% discount to the 5 day Volume Wezghted e

Z_Average Price prior to 4 May 2008, expiring on 3 May 2m0 ;__

-bnlisted options issued to a Director, exercisable o
@ a price ¢alculated at a 10% discount to the
-5 day Volume Weighted Average Price prior to -

4 May 2007, expiring on 3 May 2009 500,000

-, exercisable @ $o. 30 on or before

24 December 20060 L

. Listed options :ssued to an Executzve .

- exercisable @ $0.20 on or before - T el
o4, Dovember 2006

125,000

100,000 - -7

225,000

" lssye Price §

- Pulmosonix in connection with acquisition _
- .of minority interest, exercisable @ $0.20 on

" or before 24 December 2006° 2 320 968 ' 0.175 ) 406,169

‘ Essue pnco based on. pnce af Erstcd opzmns at grant date. Option escrowed,

5 .25 September 2003 ~Exercise of Options @ $0.20 ' - {6,666}

1y june 2004 Exercise of Options @ $0.20 (6,666}

(i) 20032004 e R
~-45 Oclober 2003 s Uﬂizsted optsens issued to. Consuitants,

: -:.'_27_ F_ebr_gafy 2004 - Unlisted options issued, to Consuitants,_

20 May 2004 -

42

(19 998} e

sxercisable @ $o. 30 on or before S
---_-;30 Sepiember 2006 - : -

.'--_-exerczsab e @ $o.50 on .or before
30 September 2006 - S
- Listed options :ssued to Censuitants _
S - exercisable @ $0 20 on or before - T .

24 December 2006 500,000
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"-: Balante at beginning of year -

Betaiis Number m

'(ill} 2003- 2004 . A . e e e e e

f:'_'-zs SEptemher 2003 Lzsted cptmns zssued under Pmrate Piacement R T
; ~ooexercisable @ $0.20 on or before 24 December 2006 : 5 _3 _822 167 .

Listed options lssued under Private Placement, - - T

exercisable @ $0.20 on or before 24 December 2006 58 795

3,880,962

o _'(c} Terms and Camﬁt!oas af Cantributed Eqmty

. :.Ordinary shares ha\ze the right o rece Ve dxwdends as deciared and in the eveni cf wmdmg up the Company, to partrczpate in the s
. - proceeds from the sale of all surplus assets In proporiion to the number of and amounts pa{d up on shares he%d (}rdmary shares entitie -
. ~-gheir hol der to one vnte either n person or by prcxy, at @ meetmg of the Company o = - S

g f'_:opmns . _ . L R S y
. --Option hoiders do m)t have the rzght to receive {iwxdends and are net em‘.itied o Vote at a meetmg of the Campany Optmns may be
- exgrcised af any Hme from the date they vest 1’0 the date Df their expiry Share aptzens comrert Im‘.a ordmary shares ona ene f{}{ one.
- iba5ss on the date they are exercised, : S . -

e ._{,fqg__q_'gpz_g_;;y_ .:. <

4. ACCUMULATED LOSSES R

: : _ | (2,520,680 (50743700 T (L284,663) T -(5i742p) L
o Net loss attﬁbutabie 0 members of the Parent Enmy {4.0684.065} {1,446,311} {5.186,604) {767,236; -

f _3 ‘Batance at end of year 6, 605 646} 2 ,520 681} ) (6 47 267} ' (1 284 663}

................................. : Membél’s Oft[’ie Pafent £ﬂtity

' Outside Eqmty interests_

15, EQUITY BALANCES
- .. {a} PEf & OF} Equity Balances .

 Contributed Equity S i | 12,247,066 5457,220 ) '.__'_'-:-:_-'_-422,749 g

: - Accumulated Losses (6,605.646) (2,520, 68¢} ) (369,111 o

- Total Interest in Equity 5,641,420 2,936,539 . 53,638
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- UNOTES TO THE FINANCIAL STATEMENTS *

. ._"Ngtés e B Consaiidated L

2""5 R 2004

e s
715, EQUITY BALANCES {counxﬁﬁn)
" {b) Outside Equity Batances ~-.
| "Reconciliation of outside eqwty mterest
- {OEY) in controlled entities; - LT
"=+~ Opening Balance - e 53,638 L 208,673 -
oo« Less share of cperatmg (Eess} up te da’ce TR
= cf acquisition of OE by Premier Bionics - ™ {109,113}
." - Loss borne by parent entzty on issue nf
- new shares by subsidiary -~ - " 128,087
s Loss of equity investment {438,760}
.- Losses previously absorbed by OE 559,635
- Losses previously absorbed b!.?a.f?*?.t. on _i_ss.u._e _______________________________
of new shares by subsidiary {193,487} -

Ciasmg Baiance ........................................................................................ ]
e 16 EXECZJTIVE SHARE OPT!ON PLAN -
AL the Annual Genersl Meeting held on 16 November 2004,
-+ -ghareholders approved the establishment of the 2004 Empleyees
EZ.::'DifECIOE’S and Consultanis’ Share and Option. Pian At 30 }une 2005
f-._ne eqwty had been 1ssued mder the pian e S
;5:-17 S?ATEMENT or CASH FLOWS e
:*- {a) Reconciliation of Cash Flows from Gperatmns
- with Operating Loss after !ncome?ax e e
" Dperating Loss after Enwme Tax ' (4,194,078} (5,586,604) - {767,236} . -
" Non Cash Movements ' R
s Amortisation . 124,386 -
©- - Depreciation - - - 36,500 15,234
. -:: Shares issued for mE ccnszderatm o 650,470 330,154
- - Loss borne by parent entity - I C 1 128,087 .
J - Provision for_employee entztiernents L2 20,601 262
. -+ Write down of goodwill to recoverabie vaiue 3_'_10_'-.'. L L,045,260
: S Write down of intellectual property 10 recoverable vaiue.___ " N Ts I : 253,573 . -
.- Provision for. non-recovery of foan - e B . 493,278
: - Write down of mvestment to recave{abie vaine o -7 3,445,965
. {} Loss on asset dasg;esai : ' 99 9%
L Lhanges in assets and 1iabzizties e
"1 Increasef{decrease) in payables - - St 445,815 '204,436 ' 32,130

= {Increase)/decrease in recelvables - - U5 {583,085 - (6,519} Le57 v
(mcrease)fdecrease in current assets 6 6,080 10,700} 5,190 380

" Net cash flow used in o;}eratmg activiges (2,060,362) (5,365,020} (8632350 (713 631}
: ff'(b} Reconcitiation of cash . B T B R e
.. Cash at the.end of the ﬁnanciai year as shown in the
- Statement of Cash Flows is reconcited to items in the
. Statement of Financial Position as follows; -~ e AP e
T eashomhand s 3uzouts 283005 2.893.224 2662697

3,429,467 . 2,831,995 . 2,893,224 . .2,662,697
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N Iy STATEMENT OF CASH FLOWS {CONT%NUED)

SR (3 Investment in Cantroiied Entity

J i May 2004, Premier B:{}mcs entered mto a Sabsanp’z;on E}eed wzth its cantroi[ed em‘.zty Paimosamx under Which Premze{ onmcs was to

: - acquire a further interest by the lssue of new fully paid ordinary shares by Pulmosonix, These further investments were based on - - e

*--investment tranches under which Premier Bionics obligation to subscribe for shares was subject to the achievement of cerfain research -

~--mitestones by Pulmosenix. The achzevement ef research miiestanes trzgged Premzer onmc5 ob[zgat on te mvest and resaited in the
"foiiowmg further m\restments e S L

3 z 200 ordinary shares on 7 july 2004 far a totai 5ubscr;ptson of $247 218 S
H. “200 ordinary shares on 7 Seplember 2004 for.a lolal subscription of $247,2z8 and
200 ordmary shares on 5 Nevember 2004 for a total subscrsptmn of $247 218;

= “On g E}ecemher 2004 Premier Bionics aEse exercised 8 options under the Optzsn Deed prewousiy entered mtc} WEth Puimosemx at 8.
---total exercise price of $100,688. At this time, Premier Bionics also exercised #5 option ynder the Put and Cali Option Agreement to -
s 1"_acqu re the interests of the mim}rity Pulmosenix shareholders, n exchange for the remaining 280 shares in Puimosenix Premier. Bi{}nics :

261,335 .-
{485,?39}

1,022,668 -

= Z(d} Acqu:sition of Entatles e
: :'_"Med:c Vision -~ o L ST TR o L T
- in May 2005 P{emier Bacmcs acquxred 100% Df Medic VES on Ltd via the issue of 6,451 613 shares o the 5harehaiders of Medac Vasaon

- This issue was valued in the accounts at $2,000,000. Subject to a binding sales order on commercial temms for one Epzdurai Tramer
o .'P{emzer Bx{)mcs w;iE zssue the prewc}us shareho[ders nf Medic st:on wath a fwther $1 000,000, m eqmty as f{}Eiows '

$85o ooo . Premier. Bionics Shares; amf .
$150, 000 Premier Bionics Optrons (“Fma }‘ranche”)

: :':The share przce will be eqgual to the average ASX ciosmg price of the Premier Bignics shares for the 10 tradmg days immedzateiy
o -_precedmg the date on whzch Premier Bmmcs hecames isabie 0 ssue the Finat Tranche. - L -

I.The option pr:ce wiil be Equai to the average ASX closing price of the. Premier Bionics options for the 0 tradmg days Immediateiy
s '.Zprecedmg the date .on which Prem:er Bionics beaames iiabie o zssae the fmai Tranche : e T

> _3-.The Final Tranche i issuable when Medic stmn reaches a mziest{}ne of obtaining a bmdmg 53[85 order on. cammerc al terms for the _
. _'_'purchase of one {1} Epzduraf Tramer i the miiestone zs not reached by 3 E}ecember 2005, ’fhe entit[ement o the fma% Tranche waEi iapse o

;_'The effect af the abcve payments, if i Is to occuy, is 10 Increase the Companys coniributed equily by $1sz ion, the Cempanys
- '.mvestment in subszdiarzes by $1m1E fon in s own accounts, and goodwill in the consolidated accounts by $1mz fon, " :
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§{17 SﬂHEMENTOFCASHFLOWS(CORHNBED)
oy Acqmsition of Entitles (Continued}

o _Z_:Settiernent occurred on 10 May 2005 for the acqu sstmn cf mo% Df the cantr&iied entzty Medic \z‘zsic}n Detazis af the tfaﬂsaction are: _' .
¥ ':ZPurchase cons deratien - ' ' ' '

ﬁf§j~ cash conszderatmn Daid foremenses reiatmg {s) acqwtion e T T e e e T e T e e
13-_'.~-e{;uity CDRSierﬁtEDT} paid fOf eXpEﬂSES re[at on o ac{;uisﬁioﬂ e 93,638

INOTES.TO THE FINANCEAL _.ST_ATEME&}“_S o

89,712

: e equity consideration paid 1o sharehoiders of Medic Vision 2,000,000
: TDtai Pur{:hase Cansideratzan paidf ........................................................................................... 2'-183,350

f e cash
- - receivables
- fixed assets

Empioyee provisions {48, 053}

(338,399

fé:'__'GccdwiEE on consolidation 2,521,741 ..

" .0n 1 july 2004 Premier Bionics entered in to a sah Eease fc}r 30 m{}nths (exp:rmg 31 December 2006} at a rate ef $36 362 per annum, -
- -with an annual increase. of 3.5% per annum on the anniversary of the Eease T_he lease contains an oplion fo exténd the term of the
;:;_5ub iease by a further 27 months at an Increasing rate of 3,5% per.annum, = e e e e e e e T T

: '- Them L3 poiontzat mrther payment based on the mttestonc dtsciesed abeve and m nate 26 Commgent L;abiiitzes

ff':'18 EXPENDZTHRE COMMITMENTS . I - - SR - e e e
: : “The CFO Solution provides admzmstratwe supper’f at a rate of $12 500 per month pius GST Th S cemmitment may be termma’zed \mth 3
o jmnmhs notzce fmm e;ther pax‘ty R . S R .

............................. . .' Consgiidated .

e 5 e
ot PR n'“f'.ﬂ"'" 'f:"f B

-2~ not later than 1 year . G e 37,635

- later than 1 year bﬁ_?ﬁ_@? i_a.f.e;%’%?%a_r? 5 years 19,476

35_3_- fater than 5 years

-5';519 sasssqusur n—:w—:ms

. ~On 8 july 2005, 207,800 shares were ;ssued to a cansuitam in Eaeu af corzsuitmg fees (}ther than as disciosed here or. elsewhere in thxs

56

. -_-repert no further sabsequent events occurred
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2005

- 20. EARNINGS PER SHARE

: Cents
- -Basic earnings/(loss) per share {12.76}
.- Dit uted eammgs}(iess} per share {12.76}

. :'..:The following reflects the income. and share data
- used in the calculations of basic and dziuted
1 - eamings/loss. per share, -

CNet loss used in caicui stion of basac & dziuted eammg per share (4,194,078 (5,667,746) -
| “Weighted average number. of ordinary shares on issye . :
S during the finandal year used in the caicuiatwn nf

- basic earnings/(loss) per share;

. 32,880,837 27,257,878
" Options considered to be potentsai erdmary shares ST
.- are included n the determination of diluted eammgs
- per share. -The gptions have not been included ~
.- -in the determination of basic eamings per share
- In caleutating dituted earnings the wesghted average
- f5hares,’optxons used were: ~ .

32,880,837 | 27,257,878 -

- Options on issue are not considered to be potentzai
- grdinary shares at 30 kune 2005 and 2004 because -
" net loss has been made for the perfod. The incluston .-
~.of options In the earnings per share caEcuEatzsn does
onot result in a further dilution. " - ERETRE

"*shares have been issyed afier balance date.
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NOTES TO THE FINANCIAL STATEMENTS -~

21 DIRECTORS’ AND EX£CUTW£S’ REMHNERAT[ON SRR RIS DT
. - {a) Names and posatians heid of Speciﬁed Directors and Specified Execat:ves in off;ce at any time dur!ng the f’ nanciai year and sim:e
- balance date are: W o Sl IR - . - . o

. Specified Dii’EC‘IOFS
"~ Peter Marks

D jeremy Canpeg_
. Ross Horley
~ Martin Soust -
T Henry Pinskier -
o .:'jnhn Parker '

- Executive Director .

__"___Executi\fe Di{ector . . e e BN .

. Executive Direclor of Premzer B:omcs and CEG of Medzc V;szc;n appomted 10 May 2005

- Non-Executive Director as of 17 Augast 2005, prewoﬁsiy ﬂecutive Dzrectnr and CEO

. Hon-Executive Director TR
Non- E__;ce__c_utz_\(e D_ir._e__ctor_ -

- Specified Execut ves
. Phitlip Hains .

- Anthony Fibppzs
- ~john Petrou -
- Catriona i(mg L
. Billy Chan

e Company Secretary and CF(} S R
. Vice President Business Devetepment untzi Aﬁgust 2005 L
.- CTO of Pulmosonix, commenced with Puimcsomx in December 2004
- L00 of Premier Blonics untit April zoosg T -

---Generai Saies Manager nf Medic ViSiOi’! Medic Vismn was acquired m May 2005

B Parent Ent;ty D;rectors Remuneratmn '
'E:"ZOOS L .

_Compensatian L Equ:ty-._.'..
. - Beng_ﬁts’ Compensatian

120,000 -
" B0,000

| Peter Marks -
- jeremy Cooper
- “Ross Horley' - - 8333
- "Martin Soust s : : L 40,000 _ e 1 .
S Henry Pinskier . LU 90,000 -

f john Parker 40,000

268333

60,000

004 B R
:;j--Peter Marks " L

- jeremy. Caoper_ o
[ Martin Soust - 30,000
"1 Henry Pinskier - 40,000

" lohn Parker 10,000 - . 10,000

) 115,771
186,463 -
~A5L542 L
46,463

80,000,
60,000 .

220,000 145,000 45,239 430,236

Buring the financial year ended 30 June 2008, Ross Horey received 1,000,000 options issued by Premier Bionics for nil cash payment for services provided,
‘500,000 options vested on 4 May 2007, exercissble at a price calculated at 2 10% discount to the 5 day Volume Weighted Average Price prior 1o 4 May 2007, '
" expiring on 3 May 200, ‘The other 500,000 options vested on 4 May 2008, exercisable at & price calculated at a 0% discount to the 5 day Volume Weighted .
: ;&verage Price prior to 4 May 2008, explring on 3 May 2010, Af 30 June 2005 they were not recognised as an expense in the financial report but were - -
recognised for the purposes of this note and the Remuneralion Report using the Black Scholes model at the 5 day Volume Weighted Average Price prior to. 30
lune 2008 ab 3 10% discount, for $o.15 and $o, 7. per aptwn respactwety, for 2 months of ihe:r respcctwe veszmg penads wath the remammsr Vaiue to be '
recogmsed [ subsequent penods aof Sﬂ,@,azs : S a - : o LT S

Buying the financial vear ended 30 June 2005, }ohn Parker received 300,000 options issued by Premier Bionics for nit cash payment for services provided,
exercisable at $0.30 on or before 24 December 2006, These options are uniisted and were valued using the Black Scholes Model, at So.14 per option for the L
purpases of this note and the Remuneration Repart disclosed in the Directors’ Repart. The Black Schoies Model takes into account such factors as the exercise |

h 'pnce of the Qpiton Etfe of the eptmn pnce of the option, price of underlymg securatics at gfant daze, volafifity of the companys share pnae @ rask free

P
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- {21 mnzcmns’ AND EXEC{J‘IIVES’ REM{JNERA‘{ION (coxnuum}
S Specified Exewﬁves Remaneratian_ :
12005 -

N “Other -
RE—. """._'Compenflati{)ﬂ e
- Base Feet " " Benef‘ t53

Equity
Compensation -

- -Phillip. Haing' .
" ‘Anthony Filippis "~
- john Petrou
- Catviona King! =
:j.an Chan®

247,117 160,000 28,500 435,617

.1?0 000

o _-2004 -
. _-_Antheny FiEappis

44,000 . '.'.23,487:- 65,48y

. : Phdbp Haing I s0000 150 000 ................... JRERREREEE 170,000
N "64000 ............ 150000 ............ 21,487 ........... 235, 487

{}ther Compensation Benefifs were paid to The (F0O Soiution, a Chartered Accounting firm speciaiising in the provision of oulspurced Accounting, Cempany
. Segretarial and Administrative services tD Essted s:ompames, a_f whtr_h M, Hains Is Principal. Thmugh the fees, pasd t{; The {FO Sotuimn M Hams was
remunerated for his semces as CFG : S e :

-1+ 7 During the financial year ended 30 June 2005, Catriona King recezved 125,000 0ptions 1ssued by Premipr Bionics for nif cash payment for services pmutded
- exercisable at $0.30 on or before 24 Pecember 2006, TheSe options are unlisted and were valued using the Black Scholes Model, at $o.14 per option, The -
.'-_"Biack Scholes Model fakes into account such factors as the exercise price of the option, life of the option, price of the option, price of underlying secunties at
: ;"grant date, ui}iatzitiy of the cempany’s share prace a tisk froe mterest rate and dwtdend yaetd_ These opztons hau@ he@n mwgmsed 85 80, expense in ’tho

“financiat report, |

e ' In May 2005, Billy Chan received 100,000 listed options issued by Premier Bionics for nil cash payment for services pm\ndod exen:zsabte at $o.20 on or -
bef{am 24 Decembcr 2006, These Gpttons were valied using the closing price of the Etsted aptz{ms on the date of issue, bemg $o 31 per optmn er ’(hc

s Base Fee mciudes any superannuatmn pasd tc speczt’ ted executwes i appiicabie
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f : .'.'E\E_orz_s TO. THE FINANCIAL STATEMENTS -

: 21 'DIRECTORS* AND. EXECUTI\IﬁS’ REM un ERATION (cow{musn)
L) Remuneration Qptions -

CErst
‘Exercise -~

‘Options over ardmary._ L Vested :_Vaiue per £xercise
- -shares granted as - No. . L . T optionat - Price
3f3_'Rem‘*“"“‘“°" 2005 . .. GrantDate "o (cents) - Date U emE)

.............................................................................................. (cents)

: f '; -;Dire;to_rs:
" john Parker .
;5'. -:R°_5§ Hotley -

.30, 23 Dec 2004 .24 Dec 2006
s day " -4 May 2007 " -~ 4 May.2009 "
~Volume ° PR T T

- Welghted
. Average Price
e prior o
4 May 2007 -
e ata %
discount U T

-5 day 4 May 2008 - -4 May 2010 -~

U Weighted -
"Average Price
pri(}f 10
_'_4_ May 2008
........................................................................... at a' 10%

P PP PP P . discount

' :_"'_390_,900___"'-.'._'__"-;-__"'300,_'600 23 Dec 2004
[ _'._5_90,000 4 May 2007

Ross Horley 500,000

300 000 1 300 000

i_ast
: F_xerc:se

s Granted
“ Mo, -

[ Qptions over ordinary. Vested o " Valge per

. shares granted as - . Mo, ©. . optionat o .

. Remuneration in 2005 - o m S GrantDate " (gents) oo Date o eents) o
R B Ay R (cems)

L Executives: .

: 24 Dec 2006

125,000 -
24 Dec zo06

Bi[iy Chan b 100, 000 ............ 100,000

N 225 000 225,000

g .::Piease see notes 21(1)} and 21{(¢} for detaii on vafaatian Df {)ptieﬂs

f : ': "(e) Shares issued on. Exercise of Remaneratian Options '
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§ ;j-_jzz DIRECTORS® AND EX£CL¥TIV£S’ REMUKERATION (cemuuee)
- {f} Options and Rights Holdings - -
: ;_Nt.zmber of Optzens held by Specified . E}zrecters am:E Executzves

Options _i‘_i_et Change __'-::'_Balance_ Totat.";_-_..___"-"' Totat Not -
Exerc!sed ------- Other - 30.6.05 - Exercisahie - Exercisable

30.6.05 30.6.05 -

.. Parent Entity .Dir_gctn_rs
" Peter Marks .
L jeremy Coaper
- Ross Horley
| Martin Soust -

636,665 . 636,665
428,330 .___'__428_,333__.'.__ KRR
S T,000,000 L Ll e 1000000._'
. 1,289,561 " ~.1,289,561 "1 k
494,250 494,250

é;_f:'jobn Parker - '300,.'090_%” _'40,323 i 369,323 340,323 o

2,540,784 1,300,000 345,345 4,186,120 3,186,129 1,000,000

T Specified Executwes T
- Phillip. Hains . ' : o
- Anthony Fili ppi_g__ * 100,000
- John Petron .. S

6,666 6,

LU25,000, 125,000 -0 125,000 .

- Bilty Chan - 100,000 . - 100,000 100,000

106,666 225,000 . - 331,666 331,666 L -

S The net change cher reﬁected above mctudes thoso szmns that have oxptred as wett as opta{ms tssued durmg the year under rewew and have becn ’
traded on market . S . ATV L . B e .

. (8’} Shareholdings e e,
o 'Number of Shares held by Parent Erztzty Dwectors arzd Spem“ ied Executxves .
: ‘Batance - Received as -

17,04 " Remuneration Exercised Other 306,05

.' 'Options o Mot .Chaﬁ.ge

= '.Parent Entzty Darectors o
o Peter Marks : -

+ jeremy Conper 30,000, - 2s5001
: Ross HOFEQV R L :.__3!378’712 3,378,712
| Martin Soust - - 148,250 7 S 274,322 22572
S Hemy Pinski L LR EIE LT LT LR IR IEPIEPIRPIRpIITY 325,000 SR e T U 20,000 ) B3EO00

- John Parker . . . 161,290 161,290 .

(70,000 275,001,

gosas2 - o 124,324 5,027,576 "

| Specified Executives_-fi_""‘- L

| Phillip. Hains 1"
- Anthony FiEappis
:f:'john Petrw .

10,000

Billy Chan . . : 25,161 25161

. :‘ Net change ather refers 1o shares purchased or sold during the Fnanctai yeat, Ross Horiey recewea 3,3}'8,?12 shares asa resuit ef zhe acqwsatzan Qf
.Medic \-’astan {rcfer note 1;7;[{5} for acqussttton of Medic Vision}, - R T
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- Amounts received or due and receivable by the

" NOTES.TO THE FINANCIAL STATEMENTS |

f:'--21. BIR£C‘{ORS’ AND EX£CUTIVES’ REMUNERATION (CON?%NUED)
' {h) Remuneration Practices T e - S

- "The Company has not adepted a Remunerat on Committee as it has deemed the Fuii Board of the Cempany a more. ech;ent mechamsm B
. 0. admmzster the Ccmpanys remuneration policy than =3 commirtee = R - R T :

. -:_'_The Campany is ccmmxtted G remuneratmg its Senior Executives in a manner that is market {:c}mpetitwe and conszstent with ‘Best

- Prattice’ as well as supporting the inferesis of Shareholders, - Senior Executives receive a remuneration package based on fixed and - T
: - variable components, determined by thelr position and experiem;e Shares andjer Opticns may aiso be granted based onan mdmd&ai i
. -:'-performance and snb;ect to approvai by Sharehoiders ' - S . : L

::_:Ncn Executive Direciors are paid their fees out of the maximuym aggregate amount appr{)ved hy Shareheiders for the remﬁneratmn cf T
- Non-Executive Directors. “Non-Executive Directors do not recezve performar;ce based bonuses and do n{}t partzcxpate in Eqwty Schemes ef_--.
- -the Company wsthnﬁt ;mor Sharehsider approval, e : : i

:-.ZThe Cnmpanys Remuneratmn Policy is m)t directty based gn its Fn&nczai perfcrmance rather on mdustry practice gzven the Campany
if _"eperates m the bactechnaiegy mdustry e‘md the Company has h:stor;caiiy rewrded losses, S . .

- The Comganys pr;mary obiectwe ES o acquzre and COmmerciabse Eater stage Austraizan R&D pm;ects_ in the medicai dewces and .
o '_diagnsstzcs markets ' - e _ e . . .

: ::"The CDm;}any envisages ;ts performance in terms of eamings wili remam negatzve for the next 1z months whzist the Cempany {ieve[ops
o its investments which are in thelr early stage and currently expanding. - Shareholder wealth reflects the 5pecuiatzve and veiatii ' '
S '_b:etechnefogy market sector, - This pattem iy mdzcatzve of the. Cempanys perfcrmance over the ;aast 4 years

Consaiidated e Lompany
2005 o ?904 LI CROOS 2004
] 3 5 %

22, AUDITORS’ REMUNERATION - 0 00

" auditors of the Parent Entity for:
1~ an audit or review of the, ﬁnanc:at report

S AN BUGH OF review of the BRandial report oo e _ 48,399 48,399

. Dthe{ Ser\!’i{:es _ta)(atmn . ......................................................................................................... 10,200 10,200

oo other services - grant audit -
e 58,599 """" 26,022

58599

if-::23 RELATﬁD ?AR‘{Y BiSCLOSBRES
"1 birectors ' SR :
" The E}zrecters nf the Cempany durmg the fnancfai year were; _
> ~HWir Peter Marks appointed as Director and Chalrman on 18 December 2001
:f-.._Mr jeremy Cooper.appointed as Direcior on 18 December 2001 & - S S
oM Ross Horley appointed as Birector of Premier Bionics and CEO ef Medxc Vasion on :o May 2005

: - Dr Marin Soust appointed as_Director on 18 March 2002 7. ! e -

1. Dr Henty Pinskier appointed as Direcior on 18 December 2008 10 e _

o '_Mr john Parker appemted as E}zrector on 31 March 2004 T e U e

- Controlled entities

" Loan - Medic \z‘zs;on j_ g 747,365
o Loan - Pulmosonix - e L _ o 493,278
"+ Provision for non- recovery af Lean - - (493,278 -
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.- 'shares and 236,522 opiions expiring on 24 December 2006 af an exercise price of $0,20, 118,261 shares and 118,261 oplions are .

:ff'_acceunts and gecdw on consobdatren m.:reasmg by $135,138

§ff.323 RELATED ?AR‘{Y DiSCLOSBRES {courmues}
o1 Ultimate Parent - -
- Premier Bionics is. the aitzmate parent entxty

:;L_Birector—reiated enttty transactions - TR e - - :
- Dr Soust ¥ a Director and Shareholder c}f Benel[e Pty Ltd ACN 099 567 727 {“Bene[ ”) Beneie heid 3 06% of the issued capztai ef '
- 'Pulmosonix at 30 june 2004, being the company in which Premier Bionics invested. Dr Soust had a beneficial mterest in 46% cf the

s .’_Puimasemx shares held by Benelle. Benelle’s interest in Pulmosonix was acc;uired in December 2004, B B S '

: : in the year emfang 30 june 2008, Premier Bzcmics ac{;mred the minority shareho[ders interest in Puimos{}mx Beneiie was ;ssued 236,522

) ._'escrowed until 3 December 2005, 118,261 shares and 118,261 options are escrowed until 3 June 2006. Acquisition of the Benelle mterest
Cresuyited In contributed equity Increasing by $134,452, investment m_ wmmiied entity mcreasmg by $131;,452 in the parent entity -

24 SEGMENT INFORMATION |
o fﬁ_ Primary Reportai:o[e Segments Busmess

- Cansaiadated__ S

e : Segment Reven“e . externa[ 53195}?&“8“3}8 . 114’212 ........................................................ 3_14]2.12

o '-E}naiiacated Revenue 128,018

" Consolidated Revenue rmaze

f x Segment Resuit e {822,933} .
- Add Unallocated Revenue 128018
- Less Unall eca’fed Expenses {751 396}

- “Profit fiom Ordinary Activities before Income Tax -
T income Tax Expense

.:..met from Ordmary Actmties after Income Tax ............................................................................................................................ {1,446,311}
: Segment Assets - ..... 4@9’93.4 ..... ......... :::: 469,034
- Unatlocated Assets 2,824,039

i iionsoiidated ol Asse’fs ............................................................................................................................................................ 3 293073
. Segment Liabilities - - S -

oo tnallocated Lzabiizties 86,426 -
comsotidated Total Labifities 202,856 -

- Acquisition of non-current asse’cs by Segments © - Tt Ll

: e 9,24
--_".~.__Depreciation-""" . LAY

: -+ Other non-cash expenses - - . 258,343
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 NOTES TO THE FINANCIAL STATEMENTS

éff"zq SEGMﬁﬁT iNFORMATION (COR?ENUﬁD)
o Primary Reportabie Segments Business "
2005 .

. Research & . Simulat N -
Beveiopment . ..................... .. ______________

" Unallocated Revenue 176,606 .

. f_'Consoirdated Revenae _ 1,627,522

" Segment Result - - 1,490,500} © - ST - (1,601,069 -
Add Unallogated Revense T T 76,696

- Less Unallocated Expenses (2,769,705}

: :.PFDfit from (}rdma{y ACE vities before Enceme K e (‘(ir194,078}

5 - Profit from Ordmary Acthtzes after Enwme Tax (4,194,078}

= ESEgment ASSEES - 469,290 L 4,530,501 - 11,599,798

- Unallocated Assets 5,487,250

f:}_'Consoisdated Total Assets ' 7,087,046t .

- Segment Liabilities LTI Il 8BsBA9 1,637,961 1 (1,240,644) 1,283,166 ..

¥ “-Unallocated Uiabilities 162,455

53_:'_Consoisdated ?ctai Lzabrizties 1,445,621

. Z'jAcquzsztmn ef non-current assets by Segment SRR R o e e
L Assets s e : ' 254,611
- Depreciation e B yebe e 36,508 0 N
e Other non- cash expenses - - - 2,093,638

“The campanys busingss segments (pramary segments} are: S o BT o :
- -Research and Development - research and deveiepment mta pmducts such as PuimoScreen COPE} and _Baby Az{wayCEear e
e S:muiators medicai s;mviatws and consuitmg semces - .

' Secondary Reportahie Segments - Geographical I
: f '_'.The cansaizda’ced entrty ope{ates m one geographzcai iocatm bemg Austrai
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. :.'25 F;NAxcm INS?RBMEN?S
- The consolidated entity's expesu_rg_ ;_:Q mterest rate risks ar}d the eﬁectwe mterest rates of f‘namzai assets and fnamiai liabiizties at

: : 'zbaiame date, are as follows: =

: b : - "
Cap0g vl ''''''
a5 ngNANCiAL ASSETS ________________________________ : . _ _ _ _
1 Cash - L | 3429.467 o - S 3420467 4.72%
| Receivables . . - 680,463 680,463 .
.  T N _ ) Bouss _ amoosso
: g:rmecaAa LIABILITIES SRR : : : ;
- Payables . . - - - 1,376,877 1,376,877
o- .. Provisions - - . 68,744 68.744
[ 1,445,621 1‘445,621
| f"-Net Fmanczai Assets .......................... 129467 - “ - B
53:-'_'2004 . . R L e Co : R P
- FINANCIAL ASSETS e s e
s Cash B 2 831,995 ............. e T T e '2,831,995 S 4.88%

: '.Receivahies . - 27,911 37,911 -

'2,831,995 | - . 379u 2,869,906

L FINANCIAL LAB“TEES P SRR I
- Payables . . - 302,896 302,896 -

: ﬁNet i:manczai Assets ' 2,831,095 - . (264,985} 2,567,010

:1'."(b)Creditrisk T TR S L e

-+ Binancial assets, which petentxaliv EXpose the censcizdated entxty ic. cancent{atxons cf credzt risk cansist pr:mariiy nf cash and

.1 receivables, The conselidated entity's cash and cash equivalents are placed with high credit quality financial instiutions and recewahi _
. .'.:are presented net of any allowances for estimated doubtfui recewabies Accordmgiy, the Dxrectors beizeve the consoiidated entn‘.y has ng
131.5igmﬁcant concentration of credit nsk e S . BT . AR y

- {¢} Net Fair Values of Financiai Assets and i_iabiiittes - S - - RTINS = .
- The canying amouni of fnancfai assets and fnancfat 1zab izties recorded n the fnancsal statements and presented above represems their
235._reSpectwe net falr values, - S e . : S . : .

[ The net fair valﬁes of fnanc;a[ assets and fnancza[ izahxhties are determmed as feiicws e ST
-+ 'w the net fair value of financial.assets and fiabilities with standard terms and conditzons and traded on actzve 1zquid markets are - :
" determined with reference to quoted market prices; and - R
. - the net fair value of the other financial assets and fnanc:ai 1zahxiities are ﬁetermmed in accordance wath generaiiy accep’zed pricmg -
e mcde!s hased on discounted cash fow, theor’y ' :
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26 CONT[&GﬁRT LiABiLITlﬁS . R R B B R S T
: -I Premier Bionics has an obligation as pa{t Df its acquzsztzen af Medic \z‘zs on 1:0 issue to the prewo&.ts Sharehciders of Med < Visien 3.
. :-_'-further $1 /900,000, in equity, made up as foiiows S S : - :

fff';‘ $850,000 Premier Baomcs shares and S
N $150 000 Premzer Biomcs optxons {“FmaE Tranche"}

-:The Share price will be equai io the average ASX clost ng przce of the Premzer Biemcs Shares for the 10 tradmg days ;mmedzatei
1o preceding the. date on which Premser Bmmcs beaomes iiabie 10 Issue the FmaE Tranche AR :

: : The O;}B{m pr:ce will be Equai 8] the average ASX closing price of the Premier Bionics {thions for the 10 tradmg days zmmedzateiy
s -_precedmg the date on whach Premier Blonics beaomes iiabie 0. ;ssae the Final Tranche . .

~The Final Tranche s issuable when Medic Vision reaches a mziestone of obtammg a bmdmg 5aies order on cammemai terms for the

s Z_purchase of one {z} Epzdwai Tramer i _th_e mziegt_one; zs_ _ng_t__(eachg_f_j by_a_z _Dec_emb_er _;_’oas,_ t__he__ e_nt_zth_af_;;_ent_ _tp the __Fm.a.i_ ”f._ranche wz_ii_
L lapse. e T T L e T T T e T e S
: f':-PrEmzer onmcs aiso has a ebisgatson ta issue Ress Horiey wzth soa,ooo Easted eptmns exerczsabie at $o zo on or befere 24 December.
ol -2006 # he remains in his posstxon fer iz mam:hs RS . :

27, COMPANY DETAILS L e
.- The registered office of the Cnmpany is Suxte 2, 1233 High Street Armadaie Victona, 3143
. ~The prmcipai offce cf the Cempany is Swte 1, 261 Wattietree Rt}ad Maivem Vzc, 3144,

56

CUNOTES.TO THE FINANCIAL STATEMENTS "

: : f-:Premzer Blonics is & pubixc company tHmited by shares and mcerperated and dom aied i Austraiia
. _--_Prermer Bzorzzcs ES the uitzmate parem‘. entity e
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ﬁfﬁ;_fi)iazt:TORs DECLARAnox
S -_Year ended 3 june 2005

. '.-The Q;rectors ef the company deciare that

"the Fnancaai Statements and notes, as set OLEE on pages 21 te 56 are m agwt’dance WEth the Corperations A{:t 2001 and

j'_ ccmpiy wath Accountmg Standa{ds and the Cerperatmns Regaiatsons 2001 and

gz\fe atrye and fairview of the fnanc;ai posatzon as at, 30 june 2005 and ;}Fthe perfarmance far the year ended on that date cffhe
campany and econemic entzty . : R

: 2, _"-the Execatzve Chasrman and Ch;ef Fmance Ocher ha\re deciared that .

o the ?nanczai recards of the company for the fnancnai year have been pm;}erEy mamtamed in acwrdance WEth secti{m 286 Df the .
Carparatiens Act 2001 s . o e . . . S . . .

the Fnanczai statements and note5 far the Fﬂancaal year compiy wzth the Accountmg Standards and

o ._'f'm the Directors apma{m there are reasonai} ia gmunds te beiieve that the company waEi be abie to pay its debts as and when they become

. _'__due and payabi

' hxs declaratmn :s made in accmdance wzth a rescaiutmn ofthe Board of E}irectors

: ..Execu.tave Chalrman - o
el beume, 29 September 2005 L
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A Member Firm of PKF International

INDEPENDENT AUDIT REPORT
TO MEMBERS OF PREMIER BIONICS LIMITED

Scope

The Financial Report and Directors’
Responsibility

The financial repott comprises the statements of
financial  position, statements of financial
performance, statements of cash flows,
accompanying notes to the financial statements,
and the directors’ declaration for Premier Bionics
Limited (the company} and the consolidated entity,
for the year ended 30 June 2005 The
consolidated entity comprises both the company
and the entities it controlled during that year.

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

Audit Approach

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

We performed procedures to assess whether in afl
material respects the financial report presents
fairly, in accordance with the Corporations Act
2001, including compliance with Accounting
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Standards and other mandatory financial reporting
requirements in  Awustralia, a view which is
consistent with our understanding of the company's
and the consolidated entity's financial position, and
of their performance as represented by the results
of their operations and cash flows.

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

{a) examining, on & test basis, information fo
provide evidence supporting the amounts and
disclosures in the financial report, and

{b) assessing the appropriateness of the
accounting policies and disclosures used and
the reascnableness of significant accounting
estimates made by the directors.

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

Audit Opinion

In our opinion, the financial report of Premier
Bionics Limited is in accordance with:

{a) the Corporations Act 2001, including:

{i} giving a true and fair view of the company's
and consolidated entity's financial position
as at 30 June 2005 and of their
performance for the year ended on that
date, and

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

{b) other mandatory financial reporting
requirements in Australia.
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CORPORATE DIRECTORY

DIRECTORS AUBITORS
Mr Peter Marks PKF
Executive Chairman Level 11, CGU Tower

48g La Trobe Sireet

Mr Jeremy Cooper Metbourne Victoria 3000

Executive Director

Mr Ross Horley SOLICITORS

Executive Director Oakley Thompson & Co Pty bid
of Premier Bionics and Level 17, 500 Collins Street
Chief Executive Officer Melbourne Victoria 3000

of Medic Vision SHARE REGISTRY

Dr Martin Soust Security Transfers Registrars
Non-Executive Director 770 Canning Highway

Applecross Western Australia 6153
Tetephone {08) 9315 2333

Facsimile {08} 9315 2233

Mr john Parker Email registrar@securitytransfer.com.au
Non-Executive Director

Dr Henry Pinskier
Non-Executive Director

SECURITIES QUOTED
SECRETARY Australian Stock Exchange
Phillip Hains Code: PBI {shares) PBIC {options)
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PRiNCiPAL OFFICE WEBSITE

Suite 1 www.premierhionics.com.au
261 Wattleiree Road
Malvern Victoria 3144
Telephone {o3} 8508 8200
Facsimite {03} 9576 3055

Premier Bicnics Limited
ABN 67 099 oB4 143

REGISTERED OFFICE
Suite 2, 1233 High Street
Armadale Victoria 3143
Telephone {03} 9824 8166
Facsimile {03} 9824 8161
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