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Review and results of operations

FY12 highlights in challenging economic times:

e Highest reported profit of $23.1 million

e Underlying profit increased by 19% to $27.9 million

e Annual dividend increased to 9.5 cents

e Continued growth of metal detector sales and major new product release
e Major new product releases in Radio Communications

e Successfully divested Satellite Communications assets

e Acquisition of Minetec brings diversification into resources technology and
services sector.

The Board of Codan Limited has announced a net profit after tax of $23.1 million
for the year ended 30 June 2012 compared to the prior year of $21.8 million.
Underlying net profit after tax was $27.9 million from $179.4 million of revenue,
which compares to $23.4 million in the prior year. The underlying net profit after
tax excludes the loss on sale of the satellte communications assets,
restructuring costs in relation to that transaction and also transaction and
integration costs associated with acquisitions.

The company announced a final dividend of 5.5 cents per share, fully
franked, bringing the full year dividend to 9.5 cents compared to 9.0 cents
for FY11, an increase of 5.6 %.

Codan also announced today the acquisition of 100% of Canadian-based land
mobile radio company, Daniels Electronics Limited (Daniels), for an upfront cost
of CAD$25 million (approximately AUD$24 million), with the possibility of
approximately CAD$2 million (approximately AUD$1.9 million) in additional
payments if certain earn-out targets are achieved over the next 18 months. The
acquisition of Daniels will be funded by a mix of debt and equity and is consistent
with Codan’s stated strategic goal to expand the radio communications business
by investing in adjacent markets and technologies. The Board believes that
Codan’s extensive international distribution network will deliver significant growth
opportunities to the Daniels business which is currently focussed on the North
American market.

www.codan.com.au Tel: +61 (0)8 8305 0311 Fax: +61 (0)8 8305 0411




FY12 FY11
% %
$m of sales $m of sales
Revenue
Communication products 66.4 37% 69.8 41%
Metal detection products 98.6 55% 92.1 54%
Mining technology 9.3 5% N/A N/A
Other 5.1 3% 7.7 5%
Total revenue 179.4 100% 169.6 100%
Underlying business performance
EBITDA 51.7 29% 44.0 26%
EBIT 43.2 24% 35.0 21%
Net interest (3.4) (3.0
Net profit before tax 39.8 22% 32.0 19%
Underlying net profit after tax 27.9 16% 23.4 14%
Non-underlying income / (expenses) after tax:
Acquisition and integration costs (1.3) (1.1)
Satellite communications loss on disposal / impairments (3.5) (5.3)
Sale of minority interest in GroundProbe Pty Ltd 41
Sale of Codan Broadcast Products Pty Ltd 0.7
Net profit after tax 23.1 21.8
Underlying earnings per share, fully diluted 17.0 cents 14.3 cents
Dividend per share 9.5 cents 9.0 cents

Net borrowings decreased over the year by $10 million to $16 million, which
compares to the company’s total available bank facilities of $85 million. The
decrease in net borrowings was due mainly to the strong demand for metal
detectors in the second half, which resulted in strong cash flows and a significant
run down of inventory, and the sale of the satellite communications assets on 30
June 2012.

The company continues to focus on the implementation of its strategic plan,
which consists of three major initiatives: invest in ourselves, expand our
businesses and make further acquisitions.

The foundation of our growth strategy is to ensure that we continue to invest
heavily in new product development and to clearly understand that we must
continue to innovate and invest in future product technologies to successfully
grow the business. To that end, we released three new major product platforms
in the last quarter of FY12.

Secondly, we continue to seek opportunities to further strengthen profitability by
expanding into related businesses offering complementary products and
technologies. Today’s acquisition of Daniels will significantly broaden our product
offering to our radio communications customers, and we will continue to seek out
other opportunities to broaden our appeal in the markets we serve.

www.codan.com.au Tel: +61 (0)8 8305 0311 Fax: +61 (0)8 8305 0411




Finally, we are continuing with our disciplined approach to identify acquisition
opportunities that fit our strategy of further diversification. Codan is continuously
on the lookout for profitable businesses that enable us to diversify into different
products and industries, but around a common theme, enabling us to leverage off
our core capabilities and strengths. The acquisition of Minetec in January 2012
represents an exciting opportunity in the resources sector.

With today’s announcement of the acquisition of Daniels, management are
focussed on the successful integration of the newly acquired Daniels and Minetec
businesses into the Codan group.

Metal Detection

The metal detection division again performed very well. Strong demand for gold
detection products, supplemented by growth in the sales of coin and treasure
machines, has reinforced Minelab’s position as the global market leader for
handheld metal detectors. Demand for mine clearance detectors was also
boosted during the year with the award of a major contract in Cambodia.

The most pleasing aspect of the success enjoyed by the metal detection division
during the year is the increased level of sales across our African and Central and
Latin American markets for our gold detecting products, as a direct result of the
business development work carried out during the past 12 months. There is now
less reliance on a single region, with sales of our gold detectors coming from
many different regions; this will provide a more sustainable base as we enter
FY13.

From this solid foundation, we expect to have another good year from our metal
detection division in FY13, boosted by the release of an innovative new coin and
treasure detector and a new compact land mine detector which has taken our
world’s-best metal detection technology and placed it in a small, rugged and
tactical package.

We cannot afford to become complacent however, as we have seen a number of
manufacturers in China attempt to copy our products, spoil our markets and
attempt to deceive our customers. This has caused us to take steps to further
protect our intellectual property and ensure that our customers have access to
the genuine, world’s-best Minelab products.

Communications Products

Sales and profitability of our Radio Communications products increased in FY12,
despite some frustrating delays with the awarding of major government projects
in Africa and Central Asia. This improved performance has come from the
increased level of business development work being conducted and the delivery
of higher value-add solutions to our customers.

The focus of this business remains to expand beyond our current HF product
offerings and to position ourselves to supply a more comprehensive and
complete radio communications solution, primarily directed at our military and
security market customers. The acquisition of Daniels, which is expected to settle
on or around 17 August 2012, represents an exciting expansion of our radio
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communications business. In addition, we have formed strong partnerships with
other product suppliers during the past year and are well positioned to meet our
customers’ total radio communications needs.

An exciting new Codan software-defined radio was released to the market in
June 2012 and was very well received by our dealer network and the many
customers that visited our stand at various exhibitions in Europe and Asia Pacific.
The product is aimed at delivering first world features and benefits to the
emerging world at the right price, and gives us a brand new HF technology
platform from which to continue the growth of this business.

Business conditions in FY12 remained very difficult for our satellite
communications products. The Board evaluated the strategic options for these
products and realised that our market position was too narrow in a large, highly
competitive and rapidly consolidating US-centric industry. It was decided that the
best option was to sell to a buyer with a broader position in the industry, and the
sale of our satellite communications assets was announced in May 2012, with
the transaction being successfully settled on 30 June 2012.

Mining Technology

The acquisition of Minetec, a mining communications and technology company
specialising in mine safety and productivity solutions, has further diversified the
business and provides Codan with another strong area for growth, focussed at
the rapidly expanding resources sector.

Minetec has developed an exciting range of best-in-class solutions for
underground mines directed at collision avoidance, traffic control and situational
awareness to improve mine safety, and a planning, scheduling and messaging
system to improve mine productivity.

This business is poised to make critical installations of its technology operating in
underground mine situations which, when successful, is expected to result in
significant demand for these products.

Outlook

The core Minelab business remains strong, the sales pipeline for Radio
Communications continues to strengthen and our mining technology business is
well-placed for significant growth.

Codan operates in the global market and the short-term outlook for the world
economy continues to be far from clear. However, we remain confident in the
implementation of our strategic objectives and expect another good result in
FY13.

On behalf of the Board
/ 7
/ W iz—

Michael Barton

Company Secretary

6 August 2012
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FOR ADDITIONAL INFORMATION, PLEASE CONTACT:-

Donald McGurk Michael Barton
Managing Director & CEO Company Secretary & CFO
Codan Limited Codan Limited
(08) 8305 0392 (08) 8305 0392
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Appendix 4E
Preliminary Final Report

Codan Limited

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

For the year ended 30 June 2012

ABN Previous corresponding period
[ 77007 590 605 | | 30 June 2011 |
Results for announcement to the market $A°000
Revenue from ordinary activities* Up 5.8% to 179,397
Profit from ordinary activities Up 6.2% to 23,146
after tax attributable to members
Underlying profit after tax Up 19.1% to 27,879
*Revenue from ordinary activities includes discontinued operations
Dividends Amount per security Franked amount per security
at 30% tax
Final dividend 5.5 cents 5.5 cents
Interim dividend 4.0 cents 4.0 cents
Record date for determining 14 September 2012
entitlements to dividends:

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

The profit from ordinary activities after tax of $23.1m is after acquisition and integration
costs relating to acquisitions ($1.3m) and the loss on sale of satellite communication assets
($3.5m).

The underlying net profit after tax, before acquisition, integration and the loss on sale of
satellite communication assets, was $27.9m for FY12 compared with $23.4m in FY'11.

The 30 June 2012 Financial Report and the Market Announcement dated 6 August 2012
form part of and should be read in conjunction with this Preliminary Final Report (Appendix
4E).

Underlying profit is a non-IFRS measure used by management of the Company to assess the
operating performance of the business. The non-JFRS measures have not been subject to review
or audit.

This report is based on financial statements that have been audited. The audit report 18
included in the 30 June 2012 Financial Report.




Codan Limited
ABN 77 007 590 605
and its Controlled Entities

Financial Report
30 June 2012
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DIRECTORS’ REPORT

CODAN LIMITED AND ITS CONTROLLED ENTITIES

The direclors present their report together with the financial statements of the group comprising Codan Limited (“the
company”} and its subsidiaries for the financial year ended 30 June 2012 and the auditor's report thereon.

DIRECTORS

The direclors of the company al any lime during or since the end of the financial year are:

Name and qualifications Age

Dr David Klingner 68
B.Sc {Hons), PhD, FAusIMM

Chairman,

Independent Non-Execulive

Direclor

Mr Donald McGurk 50
HNC (Mech Eng), MBA, GAICD

Managing Direclor and Chief
Execulive Officer

Mr Peter Griffiths 70
B.Ec {Hans), CPA, FAICD

Independent Non-Executive

Director

Mr David Klingberg AO 68
FTSE, BTech (Civil), DURISA, FIEAust,
FAusiMM, FAICD

Independent Non-Execulive

Director

Experience and special responsibilities

Dr Klingner was appointed by the board as Chairman in May 2007. Dr Klingner has
been a direclor with Codan since December 2004. Dr Klingner, a geologist, was
previously employed by Rio Tinto in a number of senior roles involving business
leadership, project developmeni and worldwide exploration aclivities, gaining extensive
experience in the establishment and management of overseas operalions. He is a
former chairman of Coal & Allied Industries Ltd, Bougainville Copper Limited and the
World Coal Institute. Dr Klingner was appointed as a director of Energy Resources of
Australia Limiled in July 2004, and became Chairman in January 2005, He was
appoinied Chairman of the board of lvanhoe Mines Ltd, Canada in May 2012,

Mr McGurk was appointed to the board as Director in May 2010, and was appoinied as
Managing Director in the following November. Mr McGurk joined Codan in December
2000 and had executive responsibility for group-wide manufacturing until his transition
inlo the role of CEO. In addiiion to his manufaciuring role, from 2005 1o 2007 Mr
McGurk held executive responsibility for sales of the company's communications
products, and from 2007 to 2010, executive responsibility for the business performance
of the company's HF radio products. Mr McGurk came to Codan with an extensive
background in change management applied 10 manufacturing operations, and held
senior manufacluring management positions in several industries. Mr McGurk holds a
Masters Degree in Business Adminisiration from Adelaide Universily and completed an
Advanced Management Program al Harvard University in 2010,

Mr Griffiths was appointed to the Codan board in July 2001. He is a former senior
executive of Coca-Cola Amalil Limited, with 10 years of experience working in Central
and Eastem Europe and Soulh East Asia. He has also held the positions of Company
Secretary, Chief Financial Officer and Managing Direclor of C-C Botllers Limiled and
heid board positions in Australia, New Zealand and the USA. Mr Griffiths is a Cerlified
Practising Accountant and a former President of the South Australian branch of the
Financial Executives Institute, as well as State and Federal President of the Australian
Sofidrink Associalion Ltd. Mr Griffiths has also been a director of several nol-for-profil
organisalions.

Mr Klingberg was appointed to the board in July 2005. He is an engineer with extensive
national and international experience, having been Managing Director of Kinhill Limited
from 1988 to 1998, where he played a major role in developing the small, Adelaide-
based group into one of the largest and most successful firms of professional engineers
in Australia and South East Asia. Mr Klingberg was Chanceller of the Universily of
Soulh Auslralia for 10 years, reliing in 2008. His private sector and governmenl
appointments include Chairman of Centrex Metals Limiled and Barossa Infrastructure
Limited, and directorships of Snowy Hydro Limited and E & A Limited. He is a member
of the board of Invest in SA and a former chairman of the Soulh Australian Premier's
Climate Change Council. He is a palron of the Cancer Council of South Australia and
the St Andrew's Hospital Foundation. In 2009 David was made an Officer of the Order
of Australia for his contribulions 10 governance policy in the tertiary education sector and
to commaercial and economic development and infrastruclure projects.
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DIRECTORS’ REPORT

CODAN LIMITED AND ITS CONTROLLED ENTITIES

DIRECTORS (continued)

Name and qualifications Age Experience and special responsibilities

Mr David Simmons 58 Mr Simmons was appointed to the board in May 2008. Mr Simmons has worked in the

BA (Acc) ] manufacturing industry throughoul his career and has extensive financial and general

Independent Non-Executive management experience. Mr Simmons joined Hills Industries Limited in 1984, where he

Direclor was appoinled Finance Direclor in 1987 and Managing Director in 1992. He refired from
Hills Industries Limited in June 2008. He is Chaiman of Commercial Molor Vehicles
Group and a board member of Gunns Limited, Thomson Lawyers and Detmold Group.
He is a former chairman of the SA Government Economic Development Board, Korvest
Ltd and Innovate SA.

Lt-Gen Peter Leahy AC 59 Lieutenant General Leahy was appoinied to the board in September 2008. He relired

BA {Military Studies), MMAS, GAICD
Independent Non-Execulive
Director

Mr Scott Davies 50
LLB

Independent Non-Execulive

Director

Mrs Corinne Namblard 56
PhD {Pol Sci), HEC CAP

Independent Non-Executive

Direclor

COMPANY SECRETARY
Mr Michael Barton BA (Acc), CA

from the Army in July 2008 after a 37-year career and 6 years as Chief of Army. His
distinguished service was recognised with his 2007 appointment as Companion of the
Order of Australia. Since leaving the Army he has been appointed as Professor and
Foundation Director of the National Securily Institute at the University of Canberra. He
is a member of the Defence Souih Australia Advisory Board, a director of the Kokoda
Foundation and a direcior of Electro Optic Systems Holdings Limiled. Lieutenant
General Leahy holds a Master of Military Arts and Science from the US Army Command
and General Staff College, where he also served as an instructor, and is a graduate of
the Australian Institute of Company Directors.

Mr Davies was appointed to the board in May 2011. In July 2011 he was appointed to
the position of Global Head of Infrastructure for AMP Capilal Investors. A commercial
lawyer by profession, Mr Davies was Chief Executive Officer of Macquarie
Communications Infrastructure Group, a leading global provider of communications
infrastructure, from 2002 to 2009. Prior fo that, Mr Davies held roles with Macquarie
Capital and Hambros Bank, where he gained valuable experience in relation to business
developmenl and mergers and acquisilions. Mr Davies is an alternale director of
Australia Pacific Airports Corporation Limiled and the DUET Group.

Mrs Namblard was appointed to the board in Augusti 2011. Mrs Namblard has more
than 30 years of experience in large projects in finance, infrastructure and related
industries and has worked in the USA, Canada, Australia and Europe. Most recently
Mrs Namblard was Chief Executive Officer of Galaxy Fund, a dedicated transportation
infrastruclure equity fund. Prior to thal, Mrs Namblard spent 19 years with Banque
Nationale de Paris, rising 1o the role of Vice President and Head of Financial Advisory in
the Projecl Finance leam, before becoming the Execulive Vice President of leading
inlernational French engineering firm, Egis Group, where she led their worldwide
strategy and business developmenl activities. Mrs Namblard has previously held a
number of board positions including Flinders Ports Pty Lid in Australia and Chair of the
Geneva-based United Nations PPP Alliance. She has been a director of Qantas
Airways L1d since June 2011. She also sits on the Council of the University of South
Australia, is a Member of the Economic Development Board of South Australia and a
director of Invest in SA.

Mr Barton was appointed 1o the position of Company Secretary in May 2008. Reporling to the Chief Financial Officer, Mr
Barton had the responsibility for the areas of Finance and Business Syslems across the Codan group. In Seplember
2009, Mr Barton was appoinled to the posilion of Chief Financial Officer and Company Secretary, and has responsibilily
for the financial control and reporting across the Codan group. Prior to joining Codan in May 2004, he was a senior
manager with KPMG Chartered Accountants.
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DIRECTORS’ REPORT

CODAN LIMITED AND ITS CONTROLLED ENTITIES

DIRECTORS’ MEETINGS

The number of directors’ meetings (of the company), and of meetings of beard committees held, and the number of those
meetings allended by each of the member direciors during the financial year are noled in the table below:

Board Audit, Risk

and Compliance Remuneration
Board Committee Committee

Director meetings meetings meetings

A B A B A B
Dr G D Klingner 1 12 2 2
Mr D S McGurk 12 12
Mr P R Griffiths 12 12 4 4
Mr D J Klingberg 11 12
Mr D J Simmons 12 12 2 2
Lt-Gen P F Leahy 12 12 2 2
Mr S W Davies 11 12
Mrs C S Namblard 12 12 4 4

A — Number of meetings attended

B — Number of meetings held during the time the director held office during the year

CORPORATE GOVERNANCE STATEMENT

This statement oullines the main corporate governance practices in place throughout the financial year, which comply
with the ASX Corporate Governance Council recommendations, unless otherwise slated.

Board of directors

Role of the board

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

To fulfil this role, the board is responsible for the overall corporale governance of the group, including formulating ils
strategic direction, approving and monitoring the annual plan, budget and capital expenditure, setting senior executive
and director remuneration, establishing and monitoring the achievement of management's goals and ensuring lhe

integrity of risk management, internal control, legal compliance and management information systems. It-is also
responsible for approving and monitoring financial and other reporting.

The board has delegated responsibilily for operation and administration of Lhe company to the managing director.

Board processes

To assisl in the execution of its responsibilities, the board has established a Remuneration Commitlee and a Board
Audit, Risk and Compliance Commiltee. These committees have wrillen mandates and operating procedures, which are
reviewed on a regular basis. The board has also established a framework for the management of the group, including a
system of intemal control, a business risk management process and Lhe eslablishment of appropriate ethical standards.

The full board currently holds ten scheduled meelings each year, plus strategy meetings and any extraordinary meetings
at such other times as may be necessary to address any specific significant matters thal may arise.
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DIRECTORS’ REPORT
CODAN LIMITED AND ITS CONTROLLED ENTITIES

CORPORATE GOVERNANCE STATEMENT (continued)
Board of directors (continued}
Board processes (continued)

The agenda for meelings is prepared in conjunclion with the chairman, managing direclor and company secretary.
Standing items include the managing director's report, occupational health and safety report, financial reports, sirategic
matters, governance and compliance. Submissions are circulaled in advance. Executives are regularly involved in
board discussions, and direclors have olher opportunities, including visits to business operations, for contact with a wider
group of employees.

Director and executive education

The group has a process to educale new directors about the nature of the business, current issues, the corporate
strategy and the expectations of lhe group concerning performance of directors. Directors also have the opporlunity to
visil group facilities and meet with management to gain a beller underslianding of business operations. Directors are
given access to continuing education opporlunities to update and enhance Lheir skills and knowledge.

The group also has a process lo educate new executives upon taking such positions. This process includes reviewing
the group's structure, strategy, operations, financial posilion and risk management policies. It also familiarises the
individual with lhe respective rights, dulies, responsibilities and roles of the individual and the board.

Independent professional advice and access to company information

Each director has the right of access 1o all relevant company informalion and to the company's executives and, subjeci to
prior consullation with the chairman, may seek independent professional advice from a suitably qualified adviser at the
group's expense. The director musl consult with an adviser suitably qualified in the relevant field. A copy of the advice
received by the director is made available to all other members of the board.

Composition of the board

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

B abroad range of expertise both nationally and internationally;
B a majority of non-execulive directors;

B directors having exlensive knowledge of the group’s industries and/or extensive expertise in significanl aspects of
financial management or general management;

B a non-executive director as chairman;

®  enough direclors 1o serve on various committees without overburdening the directors or making it difficull for them to
fully discharge their responsibilities; and

B at each annual general meeting, one-third of the directors and any other direclor who has held office for Ihree years
or more since last being elected musl stand for re-election {except for the managing direclor).

The board's policy is to seek a diverse range of directors who have a range of ages and genders which mirrors the
environment in which the group operates,
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DIRECTORS’ REPORT

CODAN LIMITED AND ITS CONTROLLED ENTITIES

CORPORATE GOVERNANCE STATEMENT (continued)

Board of directors (continued)

Composition of the board (continued)

An independent director is a director who is not a member of managemenl (a non-executive direcior) and wha:

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

@ has not within the last three years been employed in an executive capacily by the company or another group
member, or been a director after ceasing to hold any such employment;

B within the last three years has nol been a principal or employee of a material professional adviser or a material
consultant 1o the company or another group member,;

B is not a material supplier or customer of the company or another group member, or an officer of or olherwise
associated, direcily or indirectly, with a material supplier or customer;

B has no material contractual relationship wilth the company or anolher group member other lhan as a director of the
company; and

B s free from any interest and any business or other relationship that could, or could reasconably be perceived to,
materially interfere with the director's ability to act in the best inierests of the company.

The board is regularly addressing succession in order to ensure thal its composition going forward is appropriate.

Nomination Committee

The ASX Corporate Governance Council's “Principles of Good Corporale Governance and Besl Praclice
Recommendations” recommends the establishment of a nomination commitlee. The role of nomination of proposed
directors is conducted by the full board.

Remuneration report - audited

Remuneration Committee

The Remuneration Commitlee reviews and makes recommendations to the board on remuneration packages and
policies applicable to the managing director, senior execulives and direclors lhemselves. [t is alse responsible for share
schemes, incentive performance packages, superannuation eniitiements, retirement and lermination entilements and
fringe benefils palicies.

The members of lhe Remuneration Commitiee during the year were:

B MrD J Simmons {Chairman)
Independent Non-Execulive Direclor

®m  DrG D Klingner
Independent Non-Executive Direclor

B Lt-Gen P F Leahy
Independent Non-Executive Director

The managing director is invited io Remuneration Committee meetings, as required, 1o discuss execulives' performance
and remuneration packages.
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DIRECTORS’ REPORT

CODAN LIMITED AND ITS CONTROLLED ENTITIES

CORPORATE GOVERNANCE STATEMENT (continued)
Remuneration report - audited (continued)

Remuneration policies
Key management personnel comprises the direclors and executives of the group. Key management personnel have

authorily and responsibilily for planning, directing and centrolling the activilies of the group.

Remuneration levels are compelitively sel to attract and refain appropriately qualified and experienced executives. The
Remuneration Committee may obiain independeni advice on the appropriateness of remuneration packages, given
trends in comparative companies bhoth locally and internationally. Remuneration packages can include a mix of fixed
remuneration and performance-based remuneration,

The remuneration slructures explained below are designed lo allracl suilably qualified candidates, and to effect the
broader oulcome of increasing the group’s net profit. The remuneration structures lake infc account;

® the overall level of remuneration for each director and executive;
| the executive's ability 1o control the relevant segment's performance; and
| the amount of incentives within each key management person's remuneration.

Cenrtain executives may receive bonuses based on lhe achievement of performance hurdles. The performance hurdles
relale 1o measures cof profitabilily and working capital managemeni. The bonus payable to certain execulives may relate
to the qualilative performance of the executive against objeclives agreed as parl of the budgel and sirategic planning
processes. The potential bonus payable 1o certain executives is based on 60% of the executives' fixed salary inclusive
of superannuation, but can exceed this level if performance hurdles are exceeded.

These performance conditions have been established to encourage the profilable growth of the group. The board
considered that for the year ended 30 June 2012 the above performance-linked remuneration siructure was appropriate.

There has been no increase to the fixed salaries paid to senior executives during the year.

Total remuneration for all non-executive directors, last voted upon by shareholders al the 2010 AGM, is not 1o exceed
$850,000 per annum. Non-execulive direclors do not receive any performance-related remuneration nor are they issued
options on securities. Direclors’ fees cover all main board activities and membership of committees.

There has been no increase to the fees paid to direclors during the year.

Service contracts

It is the group's policy that service contracts for key management personnel are unlimited in term but capable of
termination on one to six months’ nolice, and that the group retains the right 1o terminale the contract immediately by

making payment in lieu of notice. The group has entered inlo a service contract with each key management person.

The key managemeni personnel are also entilled 10 receive on termination of employment lheir statulory entitlements of
accrued annual and long service leave, as well as any entitlement to incentive payments and superannuation benefits.
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DIRECTORS’ REPORT
CODAN LIMITED AND ITS CONTROLLED ENTITIES

CORPORATE GOVERNANCE STATEMENT (continued)

Remuneration report - audited (continued)
Performance rights

At the 2004 AGM, shareholders approved the establishmenl of a Performance Rights Plan (Plan). The Plan is designed
to provide executives with an incentive 10 maximise the relum to shareholders over the long term, and to assist in the
aliraclion and retention of key executives.

The number of performance rights issued represents 40% of the execulives’ fixed pay divided by the volume weighted
average of ihe company's share price in the five days after the release of the group’s annual results.

Details of performance rights granted 1o executives during the year are as follows:

Number of Grant Fair value Exercise Expiry Number of
performance date per right  price per date rights
rights at grant right vested
granted date (cents) during
during year {cents) year
DIRECTORS
Mr D S McGurk 161,551 7 November 2011 98.4 - 30 June 2015 -
EXECUTIVES
Mr M Barlon 76,414 7 November 2011 98.4 - 30 June 2015 -
Mr P D Charlesworth 105,008 7 November 2011 98.4 - 30 June 2015 )
MrK J Kane 84,006 7 November 2011 98.4 - 30 June 2015 -

The performance rights become exercisable if certain performance requirements are achieved. The performance
requirements are based on growth of the group’s eamings per share over a three-year period using lhe group’s earnings
per share for the year ended 30 June 2011 as the base. For the maximum available number of performance rights to
vesl, the group's earnings per share musl increase in aggregaie by at least 15% per annum over the three-year period
from lhe base earnings per share. The ihreshold level of Lhe group's earnings per share before vesting is an increase in
aggregate of 10% per annum over the three-year period from the base earnings per share. A pro-rata vesting will occur
between the 10% and 15% levels of eamings per share for the three-year period.

if achieved, performance rights are exercisable into the same number of ordinary shares in the company.
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DIRECTORS’ REPORT

CODAN LIMITED AND ITS CONTROLLED ENTITIES

CORPORATE GOVERNANCE STATEMENT (continued)

Remuneration report - audited (continued)

Performance rights (continued)

Deilails of vesting profiles of performance rights granied to executives are detailed below:

Performance rights granted

Financial years in

Percentage  Percentage which shares will
vested in forfeited in be issued if
Number Date year year vesting achieved
DIRECTORS
Mr O S McGurk 146,667 11 November 2008 100% - 2012
132,850 23 October 2009 - - 2013
136,733 14 December 2010 - - 2014
161,551 7 November 2011 - - 2015
EXECUTIVES
Mr M Barton 64,675 14 December 2010 - - 2014
76,414 7 November 2011 - - 2015
Mr P D Charlesworth 146,667 11 November 2008 100% - 2012
132,850 23 Oclober 2009 - - 2013
88,877 14 December 2010 - - 2014
105,008 7 November 2011 - - 2015
Mr K J Kane 84,006 7 November 2011 - - 2015
Mr G K Shmith 120,000 11 November 2008 100% - 2012
108,626 23 October 2009 - - 2013
68,367 14 December 2010 - - 2014

In relation 1o the performance rights granted on 11 November 2008, the performance requirements were based on
cumulative annual compounding growth of the group's earnings per share over a three-year performance period, with a
maximum eamings per share target of 25.957 cenis per share. As the maximum eamings per share targel was
exceeded, on 10 Augusl 2011 the board determined that the performance rights would immediately become qualifying
performance rights, exercisable al any time during the 12 months ended 10 August 2012. All of the rights were
exercised, and shares were transferred on 30 August 2011.

In relation lo the performance rights granted on 23 October 2009, the performance requirements were based on
cumnulalive annual compounding growth of the group's earnings per share over a three-year performance period, wilth a
maximum eamings per share target of 29.551 cents per share. As the maximum eamings per share target has been
exceeded to 30 June 2012, it is expecled thal the performance rights will be converted into shares before 31 Augusl

2012.
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DIRECTORS’ REPORT

CODAN LIMITED AND ITS CONTROLLED ENTITIES
CORPORATE GOVERNANCE STATEMENT {(continued)
Remuneration report - audited (continued)

Directors’ and senior executives’ remuneration

Details of the nature and amount of each major element of the remuneration paid or payable 1o each director of the company and other key management personnel of the group are:

Post- Pronortion of Value of
Short- N employment p ti performance
Directors Salarv & term on- and Other | Perf ren'rlfunera ok rights as
aary bonuse monetary superannuation Eriong  rermination errormance Total performance proportion of
fees benefits I term rights related .
s contributions benefits remuneration
$ $ $ $ $ $ $ $ % %
NON-EXECUTIVE
Dr G D Klingner 2012 165,000 - - 14,850 - - - 179,850 - -
2011 165,000 - - 14,850 - - - 179,850 - -
Mr P R Griffiths 2012 94,050 - - 4,050 - - - 98,100 - -
2011 90,000 - - 8,100 - - - 98,100 - -
Mr D J Klingberg 2012 82,500 - - 7.425 - - - 89,925 - -
2011 82,500 - - 7,425 - - - 89,925 - -
Mr D J Simmons 2012 87,500 - - 7,875 - - - 95,375 - -
2011 87,500 - - 7,875 - - - 95,375 - -
Li-Gen P F Leahy 2012 82,500 - - 7,425 - - - 89,925 - -
2011 82,500 - - 7,425 - - - 89,925 - -
Mr S W Davies 2012 82,500 - - 7,425 - - - 89,925 - -
2011 13,750 - - 1,237 - - - 14,987 - -
MrB P Bums 2011 89,925 - - - - - - 89,925 - -
Mrs C S Namblard 2012 75,625 - - 6,806 - - - 82,431 - -
Total non- 2012 669,675 - - 55,856 - - - 725,531 - -
executives’
remuneration 2011 611,175 - - 46,912 - - - 658,087 - -
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DIRECTORS’ REPORT
CODAN LIMITED AND ITS CONTROLLED ENTITIES

CORPORATE GOVERNANCE STATEMENT (continued)
Remuneration report - audited {continued)

Directors’ and senior executives’ remuneration (continued)

Short-

. Salary & term Nor;;
Directors fees bonsuse "t::::fit;y
] $ $
EXECUTIVE
Mr D S McGurk 2012 489,173 334,910 -
2011 462,575 253,500 -
Mr M K Heard 2011 256,562 170,182 -
Total directors’ 2012 1,158,848 334,910 -
remuneration
2011 1,330,312 423,682 -

Post-
employment
and
superannuation
contributions

$

20,000
25,067

2,533
75,856

74,512

Other long
term

12,211

64,153
21,722
12,211

85,875

Termination
benefits

$

r

Performance
rights

87,151
69,397

87,151

69,397

Total

943,445
874,692
450,999
1,668,976

1,983,778

Propaortion of

remuneration

performance
related

Ye

44.7
36.9
37.7

Value of
performance rights
as proportion of
remuneration

%

9.2
7.9

Mr Heard retired as a director on 18 November 2010, Mr Davies was appointed as a director on 1 May 2011, Mr Burns retired as a director on 30 June 2011 and Mrs Namblard was

appointed as a director on 1 August 2011.
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DIRECTORS’ REPORT

CODAN LIMITED AND ITS CONTROLLED ENTITIES

CORPORATE GOVERNANCE STATEMENT (continued)

Remuneration report - audited (continued)

Directors’ and senior executives' remuneration {continued)

Non- Post-employment Proportion of e\r{fﬂ:rz:rfce
Executive officer Salary Short-term moneta and Other Termination Performance Total remuneration P riahts as
s & fees bonuses benefit;y superannuation  long term benefits rights performance prosortion of
contributions related remuneration
$ $ $ $ $ $ $ $ Y Ye
Mr M Barton (Chief 2012 219,013 158,412 - 19,437 5,626 - 44,222 443,710 45,0 9.3
Financial Officer and
Company Secretary)
2011 221,661 141,900 - 18,993 8,430 - 16,659 407,543 38.9 4.1
Mr R R Carpenter 2012 286,649 51,595 10,144 - - 134,147 - 482,535 10.7 -
(President and
Executive General
Manager, Satellite
Communications)
2011 102,016 33,000 2,295 - - - - 137,311 24.0 -
Mr P O Charlesworth 2012 317,516 238,150 . 15,200 9,258 - 56,648 636,772 46.3 8.9
{General Manager,
Minelab)
2011 308,583 195,000 - 15,200 12,053 - 57,070 587,906 429 9.7
MrK J Kane (President 2012 264,579 147,965 51,783 - 5,585 - 26,272 496,184 35.1 5.3
and Execulive General
Manager, Radic
Communications}
2011 363,984 78,000 42,383 - 3,881 - - 488,248 16.0 -
Mr G K Shmith 2011 74,969 18,156 - 6,538 3,768 . 17,605 121,036 29.5 14.5
{General Manager,
Salellite
Communicalions)
Total executive 2012 1,087,757 596,122 61,927 34,637 20,469 134,147 124,142 2,059,201 - -
officers’
remuneration 2011 1,071,113 466,056 44,678 40,731 28,132 - 91,334 1,742,044 - -
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DIRECTORS’ REPORT

CODAN LIMITED AND ITS CONTROLLED ENTITIES

CORPORATE GOVERNANCE STATEMENT (continued)
Remuneration report - audited (continued)
Directors’ and senior executives’ remuneration (continued}

Mr K J Kane was appointed to the posilion of President and Executive General Manager, Radio Communications on 12
July 2010. Mr G K Shmilh moved into a senior management role on 18 November 2010. Mr R R Carpenter was
appointed 1o the posilion of President and Executive General Manager, Salellite Communications on 14 March 2011, and
was terminated on 30 June 2012 as a result of ihe sale of the company's satellite communications assets.

Short-term incenlive bonuses which vested during the year are as follows: Mr D S McGurk 100%, Mr M Barlon 100%,
Mr R R Carpenier 50%, Mr P D Charlesworth 100%, and Mr K J Kane 95% (5% forfeited).

The remuneration amounis disclosed above have been calculated based on the expense lo the company for the financial
year, therefore items such as annual leave and long service leave, laken and provided for, have been considered. As a
result the remuneration disclosed may not equal the salary package as agreed with the executive in any cne year.

Other than performance rights, no options or shares were issued during lhe year as compensation for any key
managemenl personnel.

Corporate performance

As required by the Corporations Act 2001 the following information is presenled:

2012 2011 2010 2009 2008
$ $ $ $ $
Net profit after tax 23,146,736 21,792,328 14,394,218 12,006,000 1,009,000
Dividends paid 14,773,138 13,952,408 11,490,222 10,532,955 10,532,955
Share price ai 30 June 1.40 1.20 1,46 0.64 0.60
Change in share price at 30 June 0.20 (0.26) 0.82 0.04 {0.34)

Board Audit, Risk and Compliance Committee

The Board Audit, Risk and Compliance Committee has a documented charler, approved by the board. All members must
be non-executive direcltors. The chairman may nol be the chaiman of the board. The committee advises on the
eslablishment and maintenance of a framework of intemal control and appropriate ethical siandards for the management
of the group.

The members of the Board Audil, Risk and Compliance Commitlee during the year were:

B MrP R Griffiths (Chairman)
Independent Non-Executive Director

B MrD JKlingberg
Independent Non-Executive Director

| MrSW Davies
Independent Non-Execulive Director
(resigned 5 Augusl 2011)

B Mrs C S Namblard
independent Non-Execulive Director
(appointed 5 August 2011)
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DIRECTORS' REPORT
CODAN LIMITED AND ITS CONTROLLED ENTITIES
CORPORATE GOVERNANCE STATEMENT (continued)

Board Audit, Risk and Compliance Committee (continued)

The external auditors, 1he managing director and the chief financial officer are inviled 1o Board Audit, Risk and Compliance
Committee meetings at lhe discretion of the committee.

The responsibilities of the Board, Audit, Risk and Compliance Commitlee include reporting to the board on:

B reviewing the annual and half-year financial reports and other financial information distributed externally. This includes
approving new accounting policies to ensure compliance with Australian Accounting Standards and generally
accepted accounting principles, and assessing whether the financial information is adequale for shareholder needs;

B assessing management processes supporting exiernal reporting;

B assessing corporate risk assessment processes;

@ assassing the need for an internal audit function;

B establishing procedures for selecting, appointing and, if necessary, removing the exlernal auditor;

B assessing whether non-audit services provided by the external auditor are consistent with maintaining the external
auditor's independence; the extemal audilor provides an annual independence declaration in relation to the audit;

B assessing lhe adequacy of the inlemal control framework and the company’s code of ethical standards;

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

B addressing any matters outstanding with auditors, Australian Taxation Office, Australian Securities and Investments
Commission, ASX and financial institutions.

The Board Audit, Risk and Compliance Commitiee reviews the performance of the external auditors on an annual basis
and meets with them during the year to:

B discuss lhe external audit plan, ideniifying any significant changes in structure, operations, internal controls or
accounting policies likely to affect the financial statements, and to review the fees proposed for the audit work to be
performed;

B review the half-year and preliminary final report prior to lodgement with the ASX, and any significanl adjustments
required as a result of the auditor's findings, and to recommend board approval of these documents prior to
announcement of results; ’

B review the results and findings of the auditor, the adequacy of accounting and financial controls, and monitor the
implementation of any recommendations made; and

B as required, organise, review and report on any special reviews or investigations deemed necessary by the board.

Risk management

Malerial business risks arise from such matters as actions by competilors, government policy changes, the impacl of
exchange rale movements on the price of raw materials and sales, difficulties in sourcing raw materials, environment,
occupational heallh and safely, properly, producl quality, interruptions to production, changes in international quality
standards, financial reporting and the purchase, development and use of information systems.
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DIRECTORS’ REPORT

CODAN LIMITED AND ITS CONTROLLED ENTITIES

CORPORATE GOVERNANCE STATEMENT (continued)
Risk management (continued)
Oversight of the risk management system

The board has in place a number of arrangements and inlemal controls intended io identify and manage areas of
significant business risk. These include the eslablishment of commitlees, regular budget, financial and management
reporling, established organisational structures, procedures, manuals and policies, external financial and safety audits,
insurance programmes and the reteniion of specialised staff and exlemal advisers.

The Board Audit, Risk and Compliance Commitlee considers risk management in order to ensure risks are identified,
assessed and appropriately managed. The committee reports to the hoard on these maiters on an ongoing basis.

Risk management and compliance and control
The group slrives 1o ensure that its products are of the highest standard. Towards this aim il has cerlification lo AS/NZS

IS0 9001.

The board is responsible for the overall internal control framework, but recognises that no cost-effective inlernal control
system will preclude all errors and irregularities. Comprehensive practices have been established to ensure:

W capital expenditure and revenue commitments above a certain size oblain prior board approval;

m financial exposures are conlrolled, including lhe use of derivatives;

® occupational health and safety standards and management systems are monilored and reviewed lo achieve high
standards of performance and compliance with regulations;

® business transactions are properly autherised and executed;

® the guality and inlegrily of personnel;

m financial reporting accuracy and compliance with the financial reporting regulatory framework; and
® environmental regulation compliance.

Quality and integrity of personnel

Appraisals are conducted al least annually for all senior employees. Training and development and appropriate
remuneration and incentives with regular performance reviews create an environment of co-operation and constructive
dialogue with employees and senior management.

Financial reporting

The managing direclor and the chief financial officer have provided assurance in writing 1o the board that the company's
financial reports are founded on a sound syslem of intemal compliance and conirol and risk management practices which
implement the policies adopted by the board. This declaration includes stating that the financial reports present a true and
fair view, in all material respects, of the company's financial condition and operalional results and are in accordance with
relevant accounting slandards. This slatement is reguired annually.

Monthly actual results are reported against budgets approved by the direclors, and revised forecasis for the year are
prepared regulary.

Environmental regulation

The group's operations are not subject to significant environmental regulation under either Commonwealth or Slate
legislation. However, the board believes that the group has adequate systems in place for the management of its
environmental requirements, and is nol aware of any breach of those environmental requirements as they apply to the

group,
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DIRECTORS’ REPORT

CODAN LIMITED AND ITS CONTROLLED ENTITIES
CORPORATE GOVERNANCE STATEMENT (continued)
Risk management (continued)

Internal audit

The Board Audit, Risk and Compliance Committee is responsible for determining the need for an Internal audit function for
the group. While the commitiee has not implemenied a formal intemal audil function, it does initiate intemal control
projects by reference to the company’s risk register.

Assessment of effectiveness of risk management

The managing director and the chief financial officer have declared, in writing to the board, that the financial reporting risk
management and associated compliance and controls have been assessed and found to be operating efficiently and
effectively. Operational and olher compliance risk management processes have also been assessed and found to be
operating efficiently and effectively. All risk assessments covered the whole financial year and the period up to the signing
of the annual financial report for all material operations in the group.

Ethical standards

All direclors, managers and employees are expected to act wilh the utmosl integrity and objectivily, striving at all times lo
enhance the reputation and performance of the group. Every employee has a nominated supervisor to whom they may
refer any issues arising from their employment. The company continues to review and confirm ils processes for seeking to
ensure that it does nol trade with parties proscribed due to illegal or undesirable activilies.

Conflict of interest

Directors must keep the board advised, on an ongoing basis, of any interesl thal could poientially conflict with those of Lhe
company. The board has developed procedures to assist directors to disclose potential conflicts of inlerest.

Where the board believes that a significant conflict exists for a director on a board matier, the director concerned does nol
receive the relevant board papers and is not present at the meeting whilst the item is considered.

Code of conduct

The group has advised each director, manager and employee that they musl comply with the entity's code of conducl, The
code of conducl covers the following:

B aligning the behaviour of the board and management with the code of conduct by maintaining appropriate core
company values and objectives;

B fulfilling responsibilities to shareholders by delivering shareholder value;

B fulfilling responsibililies to clienls, customers and consumers by maintaining high standards of professionalism,
product quality and service;

B acting at all times with faimess, honesty, consistency and inlegrity;

® employment practices such as occupational health and safety and anti-discrimination;
B responsibilities to the communily, such as environmental protection;

B responsibilities to the individual in respect of Ihe use of confidenlial information;

B compliance with legislation including compliance in countries where the legal syslems and protocols are significantly
different from Australia's;

B conflicls of interest;
B responsible and proper use of company property and funds; and
® reporting of unlawful behaviour,
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DIRECTORS’ REPORT

CODAN LIMITED AND ITS CONTROLLED ENTITIES

CORPORATE GOVERNANCE STATEMENT (continued)

Ethical standards (continued)

Trading in general company securities by directors and employees

The key elements of the company's Share Trading Policy are:

identification of those restricted from trading — directors, officers, executives and senior managers may acquire shares
in the company, but are prohibiled from dealing in cornpany shares:

- except belween twenty four hours and four weeks after the release of the half-year and annual results, the
holding of the Annual General Meeling and following Lhe release of an announcement thal gives informative
guidance on the company's upcoming resulls; or

- whilsl in possession of price-sensilive informalion nol yet released lo the market;
raising lhe awareness of legal prohibitions in respect of insider trading;
prohibiting short-term or speculative trading in the company's shares; and

idenlification of processes for unusual circumstances where discretion may be exercised in cases such as financial
hardship.

The policy also details the insider trading provisions of the Corporations Act 2001 and is reproduced in full on lhe
company's website and in the announcemenis provided to the ASX.

Communication with shareholders

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

In summary, lhe Continuous Disclosure policy operates as follows:

the managing director and the chief financial officer and company secretary are responsible for inlerpreting the
company's policy and where necessary informing the board. The chief financial officer and company secrelary is
responsible for all communications wilh the ASX. Reportable matters are promptly advised to the ASX;

the annual repori is provided via the company's website and distributed to all shareholders who requesl a copy. It
includes relevant information about Lhe operations of the group during the year, changes in the state of affairs and
details of future developments;

the half-yearly reporl contains summarised financial information and a review of the operations of the group during the
period. This review is sent to all shareholders. The half-year reviewed financial report is lodged with the ASX, and
senl io any shareholder who requesils it;

all announcemenis made to the market, and relaled informalion {including information provided io analysis or the
media during briefings), are placed on the company's websile after they are released to the ASX; and

the full texts of notices of meetings and associated explanatory material are placed on the company's website.

All of the above information, including that of the previous years, is made available on the company’s website.
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CODAN LIMITED AND ITS CONTROLLED ENTITIES
CORPORATE GOVERNANCE STATEMENT (continued)

Communication with shareholders (continued)

The board encourages full participalion of shareholders al the Annual General Meeting to ensure a high level of
accountability and identification with the group’s stralegy and goals. The external auditor is requested to attend the annual
general meetings lo answer any questions concerning the audit and the content of the audilor's report.

The shareholders are requested to vote on the appointment and aggregate remuneration of direclors, the granling of
performance rights to directors and changes to the Constitution. A copy of the Conslitution is available to any shareholder
who requests il.

Diversity

The board is strongly committed lo the principles of diversity and to promoting a culture that supports the development of a
diverse mix of employees throughout all levels of the organisation. Il is considered that this will ensure the achievement of
an appropriale blend of diversily at board, executive and senior management levels within the group.

The board has established a group Diversity and Equity Pelicy, which is available on the company’s website.

The key elements of the policy include:

® ensurng all positions are filled by the best candidates wilh no discrimination by way of gender, age, ethnicity and
cullural background; and

B annual assessment by the board of board gender diversily objectives and performance against objectives.

The group’s performance againsl the Diversity and Equity Policy objectives is as follows:

30 June 2012 30 June 2011
Gender representation Female (%) Male (%} Female {%) Male (%)
Beoard representation 14% 86% 0% 100%
Executive & senior management 17% B3% 14% 86%
representalion
Group representation 30% 70% 31% 69%

The board has adopted ihe following iniliatives to progress the objectives of its Diversity and Equily Policy:

@ qualified candidates considered for any new board, executive or senior management positions will include both
genders;

B atarget of at least 30% female candidates interviewed for all salaried positions in the group;
B an equal balance of genders in the Group Graduate Programme; and

B the provision of an Acceleraled Leadership Development Programme for identified lalented female employees and
senior managers.

The board will reporl on progress in achieving its objeclives on an annual basis.
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CODAN LIMITED AND ITS CONTROLLED ENTITIES

OPERATING AND FINANCIAL REVIEW

FY12 highlights in challenging economic times:

highest reported profit of $23.1 million;

underlying profit increased by 19% to $27.9 million;

annual dividend increased to 9.5 cents;

continued growth of metal detector sales and major new product release;

major new product releases in Radio Communications;

successfully divested Satellite Communications assets; and

acquisition of Minetec brings diversification into resources technology and services sector.

The board of Codan Limited has announced a net profit after tax of $23.1 million for the year ended 30 June 2012
compared to the prior year of $21.8 million. Underlying net profit after tax was $27.9 million from $179.4 million of revenue,
which compares to $23.4 million in the prior year. The underlying net profit after tax excludes the loss on sale of the
satellite communications assets, restructuring costs in relation to that transaction and also transaction and integration costs
associated with acquisitions.

The company announced a final dividend of 5.5 cents per share, fully franked, bringing the full year dividend to 9.5 cents
compared to 9.0 cents for FY11, an increase of 5.6%.

Codan has announced the acquisition of 100% of Canadian-based land mobile radio company, Daniels Electronics Limited
(“Daniels”), for an upfront cost of CAD $25 million (approximately AUD $24 million), with the possibility of approximately
CAD $2 million (approximately AUD $1.9 million) in additional payments if certain earn-out targets are achieved over the
next 18 months. The acquisition of Daniels will be funded by a mix of debt and equity and is consistent with Codan’s stated
strategic goal to expand the radio communications business by investing in adjacent markets and technologies. The board
believes that Codan’s extensive international distribution network will deliver significant growth opportunities to the Daniels
business which is currently focussed on the North American market.

Codan summary financial performance
FY12 FY11
$m % of sales $m % of sales

Revenue
Communication products 66.4 37% 69.8 41%
Metal detection products 98.6 55% 92.1 54%
Mining technology 9.3 5% N/A N/A
Other 5.1 3% 7.7 5%
Total revenue 179.4 100% 169.6 100%
Underlying business performance

EBITDA 51.7 29% 44.0 26%

EBIT 43.2 24% 35.0 21%

Net interest (3.4) (3.0)

Net profit before tax 39.8 22% 32.0 19%

Underlying net profit after tax 27.9 16% 23.4 14%
Non-underlying income / (expenses) after tax*:
Acquisition and integration costs (1.3) (1.1)
Satellite communications loss on disposal / impairments (3.5) (5.3)
Sale of minority interest in GroundProbe Pty Ltd 41
Sale of Codan Broadcast Products Pty Ltd 0.7
Net profit after tax 23.1 21.8
Underlying earnings per share, fully diluted 17.0 cents 14.3 cents
Dividend per share 9.5 cents 9.0 cents

* Non-underlying income/(expenses) are considered to be outside of normal business activities of the group and for comparability reasons
have been separately identified. The methodology of identifying and quantifying these items is consistently applied from year to year.
Underlying profit is a non-IFRS measure used by management of the company to assess the operating performance of the business.
The non-IFRS measures have not been subject to review or audit.
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CODAN LIMITED AND ITS CONTROLLED ENTITIES

OPERATING AND FINANCIAL REVIEW

Codan summary financial performance (continued)

Nei borrowings decreased over the year by $10 million to $16 million, which compares to the company's total available
bank facililies of $85 million. The decrease in net borrowings was due mainly to the strong demand for metal detectors in
the second half, which resulted in strong cash flows and a significant run-down of inventory, and lhe sale of the satellite
communications assels on 30 June 2012,

The company conlinues to focus on the implementation of its strategic plan, which consists of three major initiatives: invesl
in ourselves, expand our businesses and make further acquisitions.

The foundation of our growth stralegy is to ensure that we continue 1o invesl heavily in new product development and to
clearly undersland that we musl continue to innovate and invest in future product lechnologies to successfully grow the
business. To that end, we released three new major product platforms in the last quarler of FY12.

Secondly, we continue 1o seek opportunities to further strengthen profitability by expanding into relaled businesses offering
complementary producis and technologies. The acquisition of Daniels will significantly broaden our product offering to our
radioc communications customers, and we will conlinue to seek oul other opportunities 1o broaden our appeal in the
markets we serve.

Finally, we are continuing wilh our disciplined approach to identify acquisition opportunities that fit our strategy of further
diversificalion. Codan is continuously on the lookout for profitable businesses thal enable us to diversify into differenl
products and industries, bul around a common theme, enabling us to leverage off our core capabilities and slrengths. The
acquisilion of Minetec in January 2012 represents an exciting opportunity in the resources sector.

Wilh the announcemenl of the acquisition of Daniels, management are focussed on the successful integration of the newly
acquired Daniels and Minetec businesses into the Codan group.

Metal detection

The metal deteclion division again performed very well. Stirong demand for gold deleclion products, supplemented by
growth in the sales of coin and treasure machines, has reinforced Minelab’s position as the global market leader for
handheld metal detectors. Demand for mine clearance detectors was also boosted during the year with the award of a
major contract in Cambodia.

The most pleasing aspect of the success enjoyed by the metal deteclion division during the year is the increased level of
sales across our African and Central and Lalin American marketls for our gold detecting products, as a direct result of the
business development work carried oul during the past 12 months. There is now less reliance on a single region, with
sales of our gold detectors coming from many different regions; this will provide a more sustainable base as we enler
FY13.

From this solid foundation, we expect io have another good year from our metal deteclion division in FY13, boosted by the
release of an innovalive new coin and treasure detector and a new compact land mine detector which has taken our
world's-best metal detection technology and placed il in a small, rugged and tactical package.

We cannot afford lo become complacent however, as we have seen a number of manufacturers in China attempt to copy
our products, spoil our markels and attempl lo deceive our customers. This has caused us to take sleps to furlher protect
our intellectual property and ensure that our customers have access to the genuine, world's-best Minelab products.

Communications products

Sales and profitability of our radio communications products increased in FY12, despite some frustrating delays with the
awarding of major govemment projects in Africa and Central Asia. This improved performance has come from the
increased level of business development work being conducted and the delivery of higher value-add solutions to our
customers.

The focus of this business remains 1o expand beyond our current HF producl offerings and 1o position ourselves 10 supply
a more comprehensive and complete radio communications solution, primarily directed at our military and securily market
cusiomers. The acquisilion of Daniels, which is expecled 1o settle on or around 17 August 2012, represents an exciting
expansion of our radio communications business. In addition, we have formed sirong partnerships with other product
suppliers during the past year and are well positioned to meet our cusiomers’ total radio communicalions needs.
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Communications products (continued)

An exciting new Codan software-defined radio was released to the market in June 2012 and was very well received by our
dealer network and the many customers that visited our stand at various exhibitions in Europe and Asia Pacific. The
product is aimed at delivering first world features and benefils to the emerging world at the right price, and gives us a
brand new HF technology platform from which to conlinue the growth of this business.

Business conditions in FY12 remained very difficult for our satellite communications products. The Board evalualed the
sirategic oplions for lhese products and realised that our market position was too narrow in a large, highly competitive and
rapidly consoclidating US-centric industry. It was decided that the besl oplion was lo sell to a buyer wilh a broader position
in the industry, and the sale of our satellile communications assels was announced in May 2012, wilh the transaction being
successfully settled on 30 June 2012,

Mining technology

The acquisition of Minelec, a mining communications and technology company specialising in mine safely and productivity
solutions, has further diversified the business and provides Codan with another strong area for growth, focussed at the
rapidly expanding resources sector.

Minelec has developed an exciting range of best-in-class solutions for underground mines direcled al collision avoidance,
traffic control and situational awareness to improve mine safety, and a planning, scheduling and messaging system to
improve mine productivity.

This business is poised to make critical installations of its technology operating in underground mine situations which,
when successful, is expected to result in significant demand for these products.

OutTook

The core Minelab business remains strong, the sales pipeline for Radic Communications continues 1o sirengthen and our
mining technology business is well-placed for significant growth.

Codan operates in the global markel and the shori-term outlock for the world econemy continues to be far from clear.
However, we remain confident in the implementation of our stralegic objeclives and expect another good result in FY13.

DIVIDENDS

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

Cents
per Total
share amount Franked Date of payment
$000
DECLARED AND PAID DURING THE
YEAR ENDED 30 JUNE 2012:
Final 2011 ordinary 5.0 8,207 100% 3 October 2011
Interim 2012 ordinary 4.0 6,566 100% 2 April 2012
DECLARED AFTER THE END OF THE
YEAR:
Final 2012 ordinary 5.5 9,028 100% 2 October 2012

All dividends paid or declared by the company since the end of the previous financial year were fully franked.
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EVENTS SUBSEQUENT TO REPORTING DATE

Subsequeni 1o reporting date, Codan has announced the acquisilion of Canadian-based land mobile radio company,
Daniels Eleclronics Limited (Daniels), for an upfront cosl of CAD $25 million (approximately AUD $24 million), with the
possibility of approximately CAD $2 million (approximately AUD $1.9 million} in addilional paymenls if certain earn-oul
targets are achieved over the next 18 months. The acquisition of Daniels will be funded by a mix of debl and equity and is
consistent with Codan's slated strategic goal to expand the radio communicalions business by investing in adjacent
markeis and technologies. Codan's extensive international distribulion network is expected 1o deliver significant growth
opportunities lo the Daniels business, which is currently focussed on the North American market.

Funding for the acquisition will be partially sourced via an instilutional placemenl to raise up to $12.5 million, along with a
share purchase plan lo raise a maximum of $5 million. Shares will be issued at a fixed price of $1.40 per new share.
Shareholders eligible under the share purchase plan will be able to acquire up to a maximum of $10,000 of new shares.

Other than the matter discussed above, there has nol arisen in the interval between the end of the financial year and the
dale of this report any item, transaclion or event of a material and unusual nature likely, in the opinion of the directors of
the company, to affect significanlly the operations of the group, the results of those operalions, or the state of affairs of the
group, in future financial years.

LIKELY DEVELOPMENTS
The group will continue to pursue its policy of increasing the profitabilily and markel share of its major business sectors

during the next financial year.

Further information about likely developments in the operations of the group and the expected results of those operations
in future financial years has not been included in this report because disclosure of the information would be likely to result
in unreasonable prejudice to lhe group.

DIRECTORS’ INTERESTS

The relevant interest of each direclor in the shares issued by the company as nofified by the directors to the Auslralian
Securities Exchange in accordance with S205G(1) of the Corporations Act 2001, al the date of this report is as follows:

Ordinary
shares
Dr G D Klingner 467,840
MrD S McGurk 147,667
Mr P R Griffiths 148,065
Mr D J Klingberg 66,765
Mr D J Simmons -
Lt-Gen P F Leahy 44,065
Mr 8 W Davies -

Mrs C S Namblard -

INDEMNIFICATION AND INSURANCE CF OFFICERS
Indemnification

The company has agreed to indemnify the current and former directors and secretaries of the company and cerlain
controlled entities against all liabilities to another person (olher than the company or a relaled body corporate) that may
arise from their position as directors and secretaries of he company and its controlled entilies, except where the liability
arises oul of conduct involving a lack of good faith. The Deed of Access, Indemnity and Insurance stipulates Lhat the
company and certain controlled entities will meet the full amount of any such liabilities, including costs and expenses.
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INDEMNIFICATION AND INSURANCE OF OFFICERS {continued)
Insurance premiums

The directors have nol included delails of the nature of the liabilities covered or the amount of the premium paid in respect
of the directors’ and officers' liability and legal expenses insurance contracls, as such disclosure is prohibited under the
terms of lhe contract.

NON-AUDIT SERVICES
During the year KPMG, the company's auditor, has performed certain other services in addition to their slatutory dulies.

The board has considered the non-audit services provided during the year by the auditor and is satisfied that the provision
of those non-audil services during the year by ihe audilor is compatible with, and did nol compromise, lhe auditor
independence requirements of the Corporations Acl 2001 for {he following reasons:

B all non-audil services were subject to the corporate governance procedures adopted by the company and have been
reviewed by the Board Audit, Risk and Compliance Commillee to ensure thal they do not have an impact on the
inlegrity and objectivity of the auditor; and

B the non-audit services provided do not undermine the general principles relaling 1o auditor independence as set out in
APES 110 Code of Ethics for Professional Accountants, as they did not involve reviewing or auditing the audilor's own
work, acting in a management or decision-making capacity for the company, acting as an advocate for lhe company or
joinlly sharing risks and rewards.

Refer page 24 for a copy of lhe auditor's independence declaration as required under Section 307C of the Corporations
Act.

Details of the amounts paid or payable to the auditor of the company, KPMG, and its related practices for audit and non-
audit services provided during the year are set out below.

Consolidated

2012 2011
$ b
STATUTORY AUDIT
Audit and review of financial reporls {(KPMG Australia) 181,300 180,850
Audit of financial reports (overseas KPMG firms) 33,581 36,948
214,881 217,798
SERVICES OTHER THAN STATUTORY AUDIT
Other assurance services
Due diligence and corporate finance services 272,239 47,338
Other 38,229 33,043
Other services
Taxation compliance services (KPMG Australia} 144,799 116,984
Taxation compliance services {overseas KPMG firms) 100,807 178,242
556,074 375,607
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CODAN LIMITED AND ITS CONTROLLED ENTITIES

ROUNDING OFF

The company is of a kind referred to in ASIC Class Order 98/100 daled 10 July 1998 and, in accordance with that Class
Order, amounts in the financial report and directors’ report have been rounded off lo the nearest thousand dollars, unless

otherwise sialed.

Thi@l'emis made with a resolulion of the directors:
Dr G D Klingner
Direclor

D S McGurk
Director

Dated at Newton this 6th day of Augusi 2012.
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Lead Auditor’s Independence Declaration under Section 307C of the Corporations Act
2001

To: the directors of Codan Limited

I declare that, to the best of my knowledge and belief, in relation to the audit for the financial
year ended 30 June 2012 there have been:

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

(ii) no contraventions of any applicable code of professional conduct in relation to the
audit.

Vi
-

arrner

Adelaide
6 August 2012

Page 24
KPMG, an Australian partnership and a mamber

firm of the KPMG naetwork of independent member
firms affiliated with KPMG International Cooperative  Liability limited by & scheme approved under
["KPMG Intarnational’}, a Swiss entity. Professional Standards Legislation.



Consolidated income statement for the year ended 30 June 2012

Codan Limited and its Controlled Entities

Consolidated

Nole 2012 2011
$000 $000

Continuing operations
Revenus 3 160,732 143,484
Cosl of sales {63,301) (59.692)
Gross profil 97,431 83,792
Olher income 6 493 6,373
Administralive expenses (15,032) (15.090)
Sales and markeling expenses (29,986) (27.714)
Engineering expenses (6,118) {6.157)
Net financing cosls 7 {3,236) {3.819)
Other expenses (34) (722}
Profit before tax 41,519 36,664
Income lax expense 9 (12,346} (8.509)
Profit from contlinuing operations 28,173 28,155
Discontinued operation
Loss on disposal of the salellile communications assels and ils
operaling resulls, net of fax q {6,027) {6.,363)
Profit for the period 23,146 21,792
Earnings per share for profit attributable to the ordinary
aquity holders of the company:
Basic earnings per share 30 14.1 cents 13.3 cenls
Diluted eamings per share 30 14.0 canis 13.2 cenls
Earnings per share from continuing operatlons:
Basic earnings per share a0 17.B cents 17.2 cenls
Diluled earnings per share 30 17.7 cants 17.1 cenls

The consolidaled income stalement is o be read in cenjunction wilh the noles to and forming parl of the financial slalements sel oul on pages 30 o 84.
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Consolidated statement of comprehensive income

for the year ended 30 June 2012

Codan Limiled and its Controlled Entities

Consolidated

Nole 2012 2011
3000 5000
Profit for the period 23,146 21,792
Other comprehensive income
Changes in {air value of cash flow hedges. net of 1ax 21 {105) 1,592
Exchange differances on Iransiation of foreign operalions, nel of lax 21 (413) {1.880)
Recognised lhrough sale of disconlinued operalion 21 (555} -
Other comprehensive income for the period, net of income tax {1,073) (288}
Total comprehensive Income for the period 22,073 21.504

The consolidaled stalemen| of comprehensive income is lo be read in conjunclion wilh Lhe noles lo and forming parl of lhe linancial slalemenls sel

oul on pages 30 1o 64.

Page 26



Consolidated balance sheet as at 30 June 2012

Codan Limited and its Controlled Enlities

Consolidated
Nole 2012 2011
000 3000

CURRENT ASSETS
Cash and cash equivalents 10 23,081 8,643
Trade and other recervables 1 22,785 14,594
Inveniories 12 11,879 23,320
Currenl lax assels 9 75 80
Equipment held for sale 4 1,747 .
Qlher assels 13 2,206 1.882
Total current assets 61,873 48,519
NON-CURRENT ASSETS
Properly, plant and equipmeni 14 18,238 20,691
Product development 15 23,286 20.340
Intangible assels 16 66,886 57.876
Deferred tax assels 9 - -
Tolal non-current assets 108,410 98,907
Total assets 170,263 147,426
CURRENT LIABILITIES
Trade and olher payables 17 35,933 26,438
Loans and borrowings 18 113 -
Current \ax payable 9 4,226 3,856
Provisions 19 5,702 5.438
Total current llabilitlas 45,974 35.732
NON-CURRENT LIABILITIES
l.oans and borrowings 18 39,168 34,150
Deferred |ax liabililies 9 1,196 2,189
Provisions 19 4,536 3.476
Total non-current liabillties 44,900 39,815
Total Nabilitles 90,874 75.547
Net assels 79,408 71.879
EQUITY
Share capilal 20 24,830 24,609
Reserves 21 {2,935) {1,862)
Retained earnings 22 57.505 49,132
Total equity 79,409 71,879

The consolidated balancae sheel s lo be read in conjunclion wilh the noles lo and forming part of the financial slatemenls sel oul on pages 30 lo 64.
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Consolidated statement of changes in equity
for the year ended 30 June 2012

Codan Limited and its Controlled Entlties

Consolidated

Translation Hedging Retained

Share capital reserve reserve earnings Toftal
2012 5000 3000 3000 5000 $000
Balance as al 1 July 2011 24,609 (3,199) 1,337 49,132 71,879
Change in fair value of cash flow hedges - - {105) - {105)
Reserves through sale of disconlinued operation - 341 {696} - (555)
Exchange differences con Lranslalion of foreign operations - (413) - - (413)
Prolil for the period - . - 23,146 23,146
Dividends recognised during lhe penod - - - (14,773} (14,773}
Performance righls expensed 230 - - - 230
Shares purchased - - - - -
Balance at 30 June 2012 24 939 {3,271) 336 57,505 79,409

Consaolidated
Translation Hedging Retained

Share capital reserve reserve earnings Total
2011 3000 $000 $000 3000 3000
Balance as al 1 July 2010 25,328 (1.319) (255) 41,292 65,048
Change in fair value of cash flow hedges - - 1,682 - 1,592
Exchange differences on franslation of foreign operalions - (1,880} - - {1,880)
Profit for the period - - - 21.792 21,792
Dividends recognised during Lhe period - - - {13.,952) (13,852)
Performance rights expensed 236 - - - 236
Shares purchased {955} - - - {955)
Balance at 30 June 2011 24,609 (3,199) 1,337 49,132 71.879

The consolidaled slalement of changes in equily is to be read in conyunclion wilh Lhe noles to and forming parl of the financial slalemenis sel

oul on pages 30 Lo 84.
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Consolidated statement of cash flows for the year ended 30 June 2012
Codan Limited and its Controlled Entities

Consolidated

Nole 2012 2011
3000 S000

CASH FLOWS FROM OPERATING ACTIVITIES
Cash receipls f[rom customers 169,272 171,698
Cash payments lo suppliers and employees (115,201) (131,078)
Interesl received 245 294
Interesi paid {3,626} (3,334}
Income laxes paid (10,613} {11.195}
Net cash from operaling activities 26(11) 40,077 26,385
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisilion of a subsidiary {(7,004) -
Proceeds from sale of properly, plant and equipment 1,277 787
Diwvidends received - 680
Paymenits for capilalised product developmenl {10,330) (7.436)
Payments for inlelleclual properly {1,523) (B47)
Acquisibon of property. planl and equipmenl {2,429) (3.610)
Acquisition of intangibles (computer soltware and licences) {1,349) (1.886)
Proceeds from disposal of shares in GroundProbe Ply Lid - 3,795
Proceeds [rom disposal of Codan Broadcasl Products Ply Ltd - 727
Proceeds from disposal of disconlinued operalion 8,606 -
Net cash used in invesilng activities {12,752) (7.790)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from borrowings 1,887 -
Repayments of borrowings - (16.558)
Paymenl for shares required for performance righls plan - (980}
Dividends paid {14,773} {13.952)
Net cash from [ {used in} financing activities (12,886} (31.490)
Nel increase / {decrease) in cash held 14,439 (12.885)
Cash and cash equivalenls al the beginning of the financial year 8,643 21,745
Effecls of exchange rate flucluations on cash held {1) (207)
Cash and cash equlvalents at the end of the financial year 26(1) 23,081 B.643

The consolidaled slatemeni of cash flows is Lo be read in conjunclion wilh Lhe notes to and forming parl of the financial stalements sel out on

pages 30 lo 64.
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Notes to and forming part of the financial statements
for the year ended 30 June 2012

Codan Limited and its Controlled Entities

1. SIGNIFICANT ACCOUNTING POLICIES

Codan Limiled (the "company") is a company domiciled in Australia. The consolidated financial reporl of the company as al and for the
year ended 30 June 2012 comprises the company and ils subsidiaries (logelher referred to as the "group” and individually as "group
enlilies"). The financial report was authorised for issue by the direclors on 6 August 2012,

(a) Statement of compliance

The financial report is a general purpose financial report which has been prepared in accordance with Australian Accounting
Slandards (AASBs) (including Australian Interpretations) adopted by the Ausltralian Accounting Slandards Board ("AASB") and lhe
Corporalions Acl 2001.

The consolidaled financial report of the group complies with Internalional Financial Reporting Standards (IFRSs) and interpretations
adopted by the Inlernational Accounting Standards Board (IASB).

{b} Basis of preparation

(c

—r

The consolidated financial report is prepared in Auslralian dollars (the company’s functional currency and the functional currency of
the majorily of the group) on the historical costs basis except thal derivative financial instruments are slated al their fair value.

A number of new slandards, amendments to standards and inlerpretations, effeclive for annual periods beginning afler 1 July 2012,
were available for early adoption, and have not been applied in preparing these consolidaled financial statemenls. None of these
slandards is expecled to have a significant effect on the consolidated financial statemenls of the group, excepl for AASB @ Financial
instruments, which could change the classification and measurement of financial assets. The amendments lc AASB 119 Employee
Benefits alter the definilions for shor-lerm and long-term benefits which may impact the current versus non-current split, and
requires leave not expected to be taken within a year to be discounted, which might impact the valuation of the group’s employee
benefits. Both AASB 9 and AASB 119 become mandatory for the group's 2014 consolidated financial stalements; however the
group does not plan to adopl these slandards early and the full extent of the impact has not been determined.

The group is of a kind referred to in ASIC Class Order 98/100 daled 10 July 1998 and, in accordance wilh the Class Order, amounts
in the financial reporl have been rounded off to the nearest thousand dollars, unless olherwise siated.

Use of estimates and judgements

The preparalion of a financial report in conformity with Australian Accounling Standards requires managemenl to make judgements,
estimales and assumptions that affect the applicalion of policies and reported amounts of assets, liabilities, income and expenses.
These eslimates and associaled assumptions are based on hislorical experience and various other faclors Lhat are believed lo be
reasonable under lhe circumslances, Lhe results of which form the basis of making the judgements about carrying values of assets
and liabilities that are nol readily appareni from cther sources. Actual resulls may differ from these estimates. Estimales and
underlying assumptions are reviewed on an cngoing basis. Revisions to accounting estimates are recognised in the period in which
the estimate is revised and in any future periods affected. The eslimates and judgments thal have a significanl risk of causing a
material adjustment to the carrying amounls of assets within the next financial year relate to impairment assessments of non-currenl
assets, including producl development and goodwill.

Changes in accounting policies
For the year ended 30 June 2012 the group has nol changed any of its significant accounting policies.

The accounting policies set oul below have been applied consistenlly to all periods presented in these consolidated financial
slatements, and have been applied consistently by group entilies.

Basis of consolidation

Subsidiaries are enlities controlled by the group. Control exists when the group has the power, directly or indireclly, lo govern the
financial and operating policies of an entily so as to obtain benefits from its activities. In assessing control, potential voting rights
thal currently are exercisable are taken info account. The financial stalements of subsidiaries are included in the consolidated
financial statements from the dale control commences until lhe date conlrol ceases. The accounting policies of subsidiaries have
been changed when necessary to align them with the policies adopted by the group.

Unrealised gains and losses and inter-entity balances resulling from transactions wilh or between subsidiaries are eliminated in full
on consolidation.

Business combinations are accounied for using the acquisition methed as at the acquisilion date, which is the date on which control
is transferred lo lhe group. Transaction cosls, other than those associated wilh the issue of debt or equily securities, thal the group
incurs in connection with a business combination are expensed as incurred.

Upon lhe loss of control, the group derecognises Lhe assets and liabilities of lhe subsidiary, and non-controlling inleresls and the

other components of equity relaled to the subsidiary. Any surplus or deficit arising on the less of conlrol is recognised in the incorne
statement.
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Notes to and forming part of the financial statements
for the year ended 30 June 2012

Codan Limited and its Controlled Entities

SIGNIFICANT ACCOUNTING POLICIES (continued)
(d) Revenue recognition

Revenues are recognised at the fair value of the consideration received or receivable, nel of the amounl of goods and services tax
(GST) payable o laxation authorities.

Sale of goods

Revenue from the sale of goods is measured al lhe fair value of the consideralion received or receivable {ne! of rebates, relurns,
discounts and other allowances). Revenue is recognised when the significant risks and rewards of ownership pass to the customer,
recovery of the consideration is probable, the associated costs and possible return of goods can be estimated reliably, lhere is no
continuing managemenl involvement wilh the goods and the amount of revenue can be measured reliably. Control usually passes
when the goods are shipped to Llhe customer.

Construction contracts

Contracl revenue includes the initial amount agreed in the contract plus any varialions in contract work, claims and incenlive
payments, to lhe exlent that it is probable thal they will result in revenue and can be measured reliably. As scon as lhe outcome of
a conslruction conlracl can be estimaled reliably, contract revenue is recognised in the income statement in proportion to the stage
of completion of the conlract. Contract expenses are recognised as incurred unless they create an assel relaled lo future contracl
activity.

The slage of complelion is assessed by reference to professional judgement of work performed. When the oulcome of a
construction contract cannol be estimated reliably, contract revenue is recognised only to the exlent of contract cosls incurred that
are likely to be recoverable. An expected loss on a contract is recognised immediately in the income statement.

Rendering of services

Revenue from rendering services is recognised in the period in which the service is provided.
(e) Expenses

Operating lease payments

Payments made under operaling leases are recognised in the income statemenl on a straight-line basis over the term of the lease.
Lease incentives received are recognised in the income statemenl as an integral part of the total lease expense, and are spread
over the lease term.

Finance lease payments

Minimum lease payments are apportioned between the finance charge and the reduclion of lhe outstanding liability. The finance
charge is allocaled io each period during lhe lease term so as to produce a constant periodic rale of interest on the remaining
balance of the liability.

Net financing costs

Nel financing costs include interesl paid relating to borrowings, interest received on funds invested, unwinding of discounts, foreign
exchange gains and losses, and gains and losses on hedging instrumenls that are recognised in the income stalement. Qualifying
assels are assels that take mare lhan 12 monlhs to get ready for their intended use or sale. In these circumstances, borrowing
cosls are capilalised to the cost of the qualifying assets. Inlerest income and borrowing cosls are recognised in the income
statemenl on an accruals basis, using the effective inlerest method. Foreign currency gains and losses are reporied on a nel basis.

(f} Foreign currency

Fareign currency transactions are translated to Auslralian dollars at the rales of exchange ruling at the dates of the transactions.
Monetary assets and liabilities denominated in foreign currencies at the reporting dale are Iranslated to Ausiralian doliars al the
foreign exchange rate ruling at that date. Foreign exchange differences arising on translation are recognised in the income
staiemenl, except for differences arising on the retranslation of a financial liabilily designated as a hedge of a net investmenl in a
foreign operation, or qualifying cash flow hedges, which are recognised in other comprehensive income and presented within
equity, to the extenl that the hedge is effective.

Foreign operations

The assets and liabilities of foreign operations, including goodwill and fair-value adjustments arising on acquisition, are translaled to
Australian dollars al the foreign exchange rates ruling at the reporting date. Equity ilems are {ranslated at historical rales. The
income and expenses of foreign operations are lranslated to Australian dollars at the foreign exchange rates ruling at ihe dates of
the transactions. Foreign exchange differences arising an translation are taken directly to lhe foreign currency translalion reserve
until the disposal, or parlial disposal, of the foreign operations.
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Notes to and forming part of the financial statements
for the year ended 30 June 2012

Codan Limited and its Controlled Entities

SIGNIFICANT ACCOUNTING POLICIES (continued)
(f} Foreign currency {continued}

Foreign exchange gains and losses arising from a monetary item receivable or payable to a foreign operation, the settlement of
which is neither planned nor likely in the foreseeable future, are considered to form part of a nel investmenl in a foreign operation
and on consoelidation Lhey are recognised in other comprehensive income, and are presented within equity in the foreign currency
lranslalion reserve.

Foreign currency differences arising on the retranslation of a financial liability designaled as a hedge of a nel investment in a foreign
operation are recognised direclly in other comprehensive income lo lhe extent that the hedge is effective, and are presented within
equity in the hedging reserve. To lhe extent that the hedge is ineffective, such differences are recognised in the income stalement.
When the hedged part of a net investment is disposed of, the associated cumulative amounl in equity is lransferred to the income
slatemenl as an adjustment to the income statement on disposal.

(g) Derivative financial instruments

The group has used derivative financial insiruments lo hedge its exposure to foreign exchange and interest rate movemenls. In
accordance wilh its policy, the group does nol hold derivative financial instruments for lrading purposes. However, derivatives that
do not qualify for hedge accounting are accounled for as tracing insirumenls. Derivative financial instruments are recognised
initially at fair value. Attributable Iransaction costs are recognised in the income statement when incurred. Subseguent to initial
recognition, derivative financial instruments are staled al fair value. The gain or loss on remeasuremenl to fair value is recognised
immediately in the income stalement unless lhe derivative qualifies for hedge accounting.

Hedging

On initial designalion of the hedge, the group formally documents Lhe relationship between the hedging instrument and hedged
item, including the risk management objectives and strategy in underlaking the hedge transaclicn, together with the methods Lhal
will be used to assess the effectiveness of the hedging relationship.

Where a derivative financial instrument is designaled as a hedge of the variabilily in cash flows of a highly probable forecasted
transaction, the effective part of any gain or loss on lhe derivalive financial instrumenl is recognised direclly in comprehensive
income and presented within egquity. When lhe forecast transaclion subsequently results in the recognition of a financial assel or
liability, then the associated gains and losses thal were recognised directly in equily are reclassified into the income slatement.

When a hedging instrument expires or is sold, terminaled or exercised, or the entity revokes designation of the hedge relationship
but the hedged forecast lransaction is still expected lo occur, the cumulative gain or loss at thal point remains in equily and is
recognised in accordance with lhe above policy when the lransaction occurs. If the hedged transaction is no longer expected to
take place, then lhe unrealised gain or loss recognised in equily is recognised immediately in Lhe income stalement.

(h) Taxation

Income lax expense on the income slatemenl comprises a current and deferred tax expense. Income tax expense is recognised in
the income statement except lo lhe extent Lhat il relates lo items recognised directly in equily, or in olher comprehensive income.

Current lax expense is the expected tax payable on the taxable income for the year using tax rates enacted or substantially enacted
at the reporting date, adjusted for any prior year under or over provision. The movement in deferred tax assets and liabilities results
in the deferred tax expense, unless the movement results from a business combination, in which case the tax entry is recognised in
goodwill, or a transaction has impacted equity, in which case the tax entry is also reflected in equity.

Deferred lax assets and liabilities arise from temporary differences between the carrying amount of assets and liabililies for financial
reporting purposes and the amounts used for taxation purposes.

Deferred tax assets and liabililies are offsel if there is a legally enforceable right to offsel current tax liabilities and assels, and they
relate lo income taxes levied by lhe same tax authority on the same taxable entity, or on different tax entilies, but they intend Lo
settle current tax liabllities and assets on a net basis, or their lax assets and [iabilities will be realised simultaneously.

A deferred tax assel is recognised for unused tax losses, tax credits and deduclible temporary differences to the extent that il is
probable Lhat future taxable profits will be available againsl which the temporary difference can be ulifised. Deferred lax assets are
reviewed at each reporting date and are reduced to the extent thal it is no longer probable that the relaied tax benefit will be
realised.

Tax consolidation
The company is the head enlily in lhe tax consolidated group comprising all the Awustralian wholly-owned subsidiaries. The
company recognises the currenl tax liability of lhe tax consolidated group. The [ax consolidaled group has determined that

subsidiaries will accounl for deferred tax balances and will make conlributions to the head enlity for the current lax liabilities as if the
subsidiary prepared its tax calculation on a stand-alone basis.
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Notes to and forming part of the financial statements
for the year ended 30 June 2012

Codan Limited and its Controlled Entities

SIGNIFICANT ACCOUNTING POLICIES {continued)

(h) Taxation (continued)

(i)

1)

The company recognises deferred tax assels arising from unused. lax losses of the tax consolidated group to the extent that it is
probable that future taxable profits of the tax consclidaled group will be available againsl which the assel can be ulilised.

Any subsequenl period adjustments to deferred lax assets arising from unused tax losses as a result of revised assessments of the
probability of recoverabilily, are recognised by the head enlity only.

Goods and services tax
Revenues, expenses and assets are recognised net of the amounl of GST, excepl where \he amounl of GST incurred is nol
recoverable from the Australian Taxation Office (ATO). In these circumstances the GST is recognised as pari of the cost of

acquisition of the asset or is expensed.

Receivables and payables are stated with the amounl of GST included. The net amount of GST recoverable from, or payable o,
lhe ATO is included as a current asset or liabilily in the balance sheet.

Cash flows are included in the Statement of Cash Flows on a gross basis. The GST components of cash flows arising from
investing and financing aclivities which are recovered from, or payable to, the ATO are classified as operating cash flows.

Cash and cash equivalents
Cash and cash equivalents comprise cash balances and call deposits with an criginal maturily of three months or less. Bank

overdrafts form an integral part of the group's cash management and are included as a componenl of cash and cash equivalents for
the purpose of the Statemenl of Cash Flows.

(k) Trade and other receivables

U]

Trade debtors are to be seltled wilhin agreed trading lerms, typically less lthan 60 days, and are measured al fair value and then
subsequently at amorlised cosl, less any impairmenl losses. Impairment of receivables is not recognised until objective evidence is
available thal a loss event may occur. Significant receivables are individually assessed for impairment. Non-significant receivables
are not individually assessed, instead impairment testing is performed by considering the risk profile of that group of receivables. All
impairment losses are recognised in lhe income slatemenl.

Inventories

Raw malerials and stores, work in progress and finished goods are measured at the lower of cosl (determined on a first-in first-out
basis) and net realisable value. Net realisable value is the estimated selling price in lhe ordinary course of business, less the
estimated costs of completion and selling expenses. In the case of manufactured inventories and work in progress, cosls comprise
direct materials, direct labour, other direct variable costs and allocaled factory overheads necessary lo bring the inventories to lheir
presenl location and condilion.

(m} Project work in progress

Project work in progress represents Lhe gross unbilled amount expecled to be collected from customers for project work performed
to date. Il is measured at cosl plus profit recognised to date less progress billings and recognised losses. Cost includes all
expenditure related directly 1o specific projects. Project work in progress is presented as parl of other assels in the balance sheet
for all projects in which costs incurred plus recognised profits exceed progress billings.

(n) Intangible assets

Product development costs

Expenditure on research activities, undertaken with the prospect of gaining new scientific or technical knowledge and
underslanding, is recognised in lhe income statement as an expense when incurred.

Expenditure on development activities, whereby research findings are applied to a plan or design for the production of new or
subslantially improved products, is capilalised only if development costs can be measured reliably, the product is technically and
commercially feasible, future economic benefits are probable and the group intends to and has sufficienl resources to complete
development and to use or sell lhe asset,

The expenditure capitalised includes the cost of materials, direct labour and an appropriate proportion of overheads lhat are directly

attributable to preparing the asset for its inlended use less accumulated amorlisation and accumulaled impairment losses. Other
development expendilure is recognised in the income statement when incurred.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

{n) Intangible assets {continued)
Goodwill
All business combinations are accounted for by applying the acquisition method and goodwill may arise upon lhe acquisilion of
subsidiaries. Goodwill is slated at cosi, less any accumulated impairment losses. Il is allocated lo cash-generaling units and is nol
amortised but is lested annually for impairment.
Measuring goodwill
The group measures goodwill as the fair value of lhe consideration transferred including the recognised amount of any non-
controlling interest in the acquiree, less the net recognised amounl (generally fair value) of the identifiable assels acquired
(including intangible assets) and liabilities assumed, all measured as of the acquisilion date.
Consideration lransferred includes lhe fair values of the assets transferred, liabilities incurred by Lhe group to the previous owners of
the acquiree, and equily interesls issued by the group. Consideration transferred also includes the fair value of any contingent
consideration and share-based paymenl awards of lhe company.

. Contingent liabilities

A contingenl liabilily of the acquiree is assumed in a business combination only if such a liability represents a present obligation and
arises from a pasl event, and ils fair value can be measured reliably.

Non-controiling interest

The group measures any non-controlling interest at ils proporlionate inlerest in the identifiable net assels of the acquiree.
Transaction costs

Transaclion costs that the group incurs in connection with a business combination, such as finder's fees, legal fees, due diligence
fees, and other professional and consulling fees, are expensed as incurred.

Licences and other intangible assets

Licences and other intangible assels that are acquired by the group, which have finite useful lives, are staled at cost, less
accumulaled amorlisalion and accumulated impairment losses. Expenditure on internally generated goodwill and brands is
recognised in the income siatemenl as incurred.

Subsequent expenditure

Subsequent expendilure is capitalised only when it increases the future economic benefits embodied in the specific assel to which il
relates. All other expenditure, including expendilure on internally generated goodwill and brands, is recognised in the income
statement as incurred.

Amortisation

Amortisalion is calculaled on the cosl of the asset, less ils residual value.

Amortisalion is charged to the income statement on a siraight line basis over lhe estimaled useful lives of intangible assets, other
than goodwill, from the date Ihat they are available for use. The estimated useful lives in the currenl and comparalive periods are

as follows:

Product development, licences and intellectual properly: 2 - 15 years
Computer software: 3 -7 years

Amartisation methods, useful lives and residual values are reviewed at each reporting date.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
{0) Property, plant and equipment
Owned assets

ltems of property, plant and equipment are measured al cosl, less accumulaled deprecialion and impairment losses. Costincludes
expenditures that are directly altributable lo the acquisition of the asset. The cosl of self-constructed assets includes the cosl of
materials, direct labour and any other cosls directly attributable to bringing the assel to a working condition for ils intended use, lhe
costs of dismantling and removing the items and restoring the sile on which they are located and capitalised borrowing costs.
Purchased sofiware that is integral to the functionality of the related equipment is capitalised as part of that equipment.

Land and buildings that had been revalued lo fair value prior to the transilion to AIFRS, being 1 July 2004, are measured on the
basis of deemed cost, being the revalued amounl at he dale of that revaluation.

Gains and losses on disposal of an item of property, plant and equipment are determined by comparing the proceeds from disposal
with the carrying amount of properly, plant and equipment and are recognised net within "other income" or “clher expenses” in lhe
income slatement.

When parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate items (major
components) of praperty, planl and equipment.

Subsequent costs

The cost of replacing parl of an item of properly, plant and equipment is recognised in the carrying amount of the ilem if it is
probable thal the future economic benefits embodied within lhe part will flow to the group and ils cosl can be measured reliably.
The carrying ameunt of the replaced part is derecognised. The costs of the day-to-day servicing of property, plant and equipment
are recognised in the income statement as incurred.

Leased assets

Leases in lerms of which the group assumes substantially all the risks and rewards of ownership are classified as finance leases.
Upon initial recognition, the leased asset is measured al an amount equal to the lower of ils fair value and the present value of lhe
minimum lease payments. Subsequent 1o initial recognilion, the asset is accounled for in accordance with lhe accounting policy
applicable to Lhat asset.

Olher leases are operaling leases and the leased assets are not recognised in the balance sheel.

Depreciation

Depreciation is calculated on the depreciable amouni, which is lhe cost of an asset, less ils residual value.

Depreciation is charged lo the income statemenl on properly, plant and equipmenl on a straight-line basis over the estimated useful
life of the assets. Capitalised leased assets are amortised on a straighl-line basis over the term of the relevanl lease, or where il is

likely Lhe group will obtain ownership of lhe asset, lhe life of the asset. Land is nol depreciated. The main depreciation rales used
for each class of asset for current and comparative periods are as follows:

Buildings 4%
Leasehold properly 33%
Plant and equipment 5% to 40%

Depreciation methods, useful lives and residual values are reviewed at each reporting date.
{p) Impairment

The carrying amounts of the group's assets, olher than inventories and deferred lax assets, are reviewed at each reporting date lo
delermine whether there is any Indication of impairmenl. A financial asset is considered te be impaired if objective evidence
indicates that one or more events have had a negalive effect on lhe estimated future cash flows of thal assel. If any such
impairment exists, the asset's recoverable amount is estimated.

For goedwill and inlangible assets lhat have an indefinite useful life or are not yet available for use, the recoverable amounl is
estimated annually.

The recoverable amounl of assets is the greater of Lheir fair value less costs to sell pre-lax, or their value in use. In assessing value
in use, the esiimated future cash flows are discounted to their preseni value using a pre-tax discounl rate that reflects currenl
markel assessments of the time value of money and the risks specific 1o the asset. For an asset that does nol generate largely
independent cash inflows, the recoverable amount is determined for the cash-generating unit to which the assel belongs.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(p} Impairment {continued)

The group’s corporate assets do nol generate separate cash inflows. |If there is an indication lhal a corporate asset may be
impaired, then the recoverable amount is determined for the cash-generaling units to which the corporate asset belongs.

An impairmentl loss is recognised whenever Lhe carrying amounl of an asset exceeds its recoverable amount. A cash-generaling
unit is the smallest identifiable assel group that generates cash inflows that are largely independenl from other assels or groups of
assels. Impairment losses are recognised in Lhe income slatemenl. Impairment losses recognised in respect of cash-generating
units are allocated frst to reduce the carrying amount of any goodwill and then to reduce the carrying amount of the other assets in
the cash-generating unit on a pro rata basis.

An impairment loss in respect of goodwill is nol reversed. In respect of other assels, impairment losses recognised in prior periods
are assessed al each reporling date for any indicalions thal the loss has decreased or no longer exisis. An impairment loss is
reversed if there has been a change in the eslimate used lo determine the recoverable amount. An impairment loss is reversed
only lo the extent thal the assel's carrying amount does nol exceed lhe carrying amount Lhat would have been delermined, net of
depreciation or amortisation, if no impairment loss had been recognised.

{q) Payables

Liabililies are recognised for amounts to be paid in the fulure for goods or services received. Trade accounts payable are normally
setiled within 60 days.

{r} Interest bearing borrowings

Interesl bearing borrowings are recognised inilially at their fair value less altributable transaclion costs. Subsequent to initial
recognilion, interest bearing borrowings are slated at amortised cosl, with any difference between cost and redemption value being
recognised in the income statement over the period of the borrawings on an effective interest basis.

(s) Employee benefits

{t

Wages, salaries and annual leave

Liabilities for employee benefils for wages, salaries, incentives and annual leave represent present obligations resulting from
employees' services provided to Lhe reporling date, calculated al undiscounied amounts based on remuneralion rates lhat the group
expects to pay as al the reporting date, including relaled on-costs such as workers’ compensation insurance and payroll lax.

Long service leave

The provision for employee benefits for long service leave represents the presenl value of the estimated fulure cash outllows
resulting from the employees’ services provided lo the reporting date. The provision is calculated using expected fulure increases
in wage and salary rates, including related on-costs, and expecled settlement dates based on lurnover history, and is discounted
using lhe raies altaching to Commonweallh Government bonds at Lhe reporling date which mosl closely match the terms of maturily
of lhe related liabilities.

Defined contribution superannuation plans

A defined conlribution plan is a post-employment benefil plan under which an entity pays fixed conlributions inlo a separale entity
and will have no legal or conslructive obligalion to pay further amounts. The group conlributes to defined contribution
superannuation plans and these contributions are expensed in the income stalement as incurred.

Provisions

A provision is recognised when there 15 a presenl legal or conslructive obligation as a result of a pasl event, il can be estimaled
reliably, and it is probable thal a future sacrifice of economic benefits will be required to settle the obligation. Provisions are
determined by discounling the expecled fulure cash flows required to seltlle the obligalion at a pre-lax rate thal reflects the current
market assessments of the time value of money and the risks specific to Lhe liability. The unwinding of the discount is recognised
as a finance cost.

Dividends

A provision for dividends payable is recognised in Lhe reporting period in which the dividends are declared.
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SIGNIFICANT ACCOUNTING POLICIES {continued)
(t) Provisions (continued)
Restructuring and employee termination benefits

A provision for restructuring is recognised when the group has approved a detailed and formal restructuring plan, and the
restructuring either has commenced ar has been announced publicly. Fulure operating costs are not provided for.

Warranty

A provision is made for lhe group's eslimated liability on all products seold and still under warranty, and includes claims already
received. The estimale is based on the group's warranty cost experience over previous years.

Onerous contracts
A provision for onerous conlracls is recognised when the expected benefits to be derived by the group from a contracl are lower
lhan the unavoidable cost of meeting its obligations under the contracl. The provision is measured al the present value of the lower
of the expected cost of terminating the conlract and Lhe expected nel cost of continuing with the contracl.

{u) Share capital

Ordinary shares

Ordinary shares are classified as equily. Incremental costs directly attributable to the issue of ordinary shares and share options
are recognised as a deduclion from equity, net of any lax effects.

(v) Share-based payment transactions

Share-based payments in which the group receives goods or services as consideralion for its own equily instruments are accounted
for as equity-setlled share-based payment transactions, regardless of how the equily instruments are obtained from the group.

The grant-date fair value of share-based payment awards granted to employees is recognised as an employee expense, with a
corresponding increase in equity, over the period that the employees uncenditionally become entitled to the awards. The amount
recognised as an expense is adjusled lo reflecl the number of awards for which the related service and non-market vesting
conditicns are expecled lo be met.

(w) Discontinued operations
Classification as a discontinued operation occurs on disposal or when the operation is delermined to be held for sale, if earlier.

When an operation is classified as a discontinued operation, the comparalive income slatement is re-presenied as if the operation
had been discontinued from lhe starl of the comparative year.
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Consolidated
2012 2011
3000 3000
2 DIVIDENDS
i. an ordinary final dividend of 4.5 cenls per share, franked to 100% wilh
30% franking credits, was paid on 1 October 2010 - 7,387
ii. an ordinary interim dividend of 4.0 cenls per share, franked to 100% with
30% franking credits, was paid on 1 April 2011 - 6,565
iii. an ordinary linal dividend of 5.0 cenls per share, franked to 100% with
30% franking credits, was paid on 3 Oclober 2011 8,207 -
iv. an ordinary inlenm dividend of 4.0 cents per share, franked o 100% with
30% franking credits, was paid on 2 Aprid 2012 6,566 -
14,773 13.952

Subsequent evants

Since Llhe end of the financial year, lhe directors declared an ordinary final dividend of 5.5 cents per share, [ranked lo 100% wilh 30% [ranking.
credils. Based upon lhe shares on issue al 30 June 2012, the dividend would be $9,028,029 and is expecled Lo be paid on 2 Oclober 2012.
The financial effect of this dividend has nol been broughl lo account in {he financial statemenls fer lhe year ended 30 June 2012 and will be
recognised in subsequen financial reporis.

Dividend franking account

Franking credits available lo shareholders for subsequent financial years (30%) 13,856 9.472

The franking credils available are based on the balance of the dividend franking accounl at year-end adjusied for the franking credils thal will arise
from the payment of the currenl lax liability. The ability lo ulilise (he franking account credils is dependent upon there being sufficient available
profils lo declare dividends. Based upon lhe above assumed dividend, the impacl on Lhe dividend franking account of dvidends proposed after
the balance sheet date bul nol recognised as a habilily 1s 1o reduce it by $3,869,155 {2011: $3.517,413).

3 SEGMENT ACTIVITIES

The group delermines and prasenls operaling segmenls based on lhe information thal is internally provided to the CEDQ, who is Lhe group's chief
oparaling decision-maker.

An operaling segmenl is a componenl of lhe group thal engages in business aclivilies from which it may eam revenues and incur expenses,
including revenues and expenses Lhal relale lo ransaclions wilh any of the group's olher components. All operaling segments’ operating resulls
are regularly reviewed by the group's CEQ 1o make decisions aboul resources lo be allocaled lo lhe segmenls and assess lheir performance, and
for which discrele financial informalion is available.

Segmenl resulls thal are reporied to the CEQ include items direclly aliributable to a segmenl as well as those Lhal can be allocaled on a
reasonable basis. Unallocaled ilems comprise mainly corporale assels {primarily the company's headquarlers and cash balances). head office
expenses and income tax assels and liabilities.

Segmenl capilal expenditure is the otal cosl incurred during Lhe peried lo acquire properly, planl and equipment, and inlangible assets olher lhan
goodwill.

The group's primary formal for segment reporling is based on business segmenls.
Buslness segments

Two or more operaling segmenis may be aggregaled into a single operating segment if they are similar in nature. The group comprises four
business segmenls. The communicalions equipmenl segment includes Lhe design, development, manufacture and markeling of communications
equipmenl. The melal deleclion segment includes the design, developmenl, manufaclure and markeling of melal deleclion equipmenl. Wilh the
acquisilion of Minetec in January 2012 the group now has a mining lechnology segment which includes Lhe design, manufaclure, maintenance

and supporl of a range of eleclronic preducts and associated software lor the mining sector. The "other” business segment includes {he manufaclure
and marketing of prinied circuit boards.

During Lhe prior year Lhe “other” business segmeni also included a specialisi component manufaciuring business which was divested, and a
broadcas! electronic equipment manufaciwing business which was sold.

Geographical sagments
In presenling Information on the basis of geographical segmenls. segment revenue has been based on {he geographic location of the invoiced

cusiomer. Segmenl assels are based on lhe geographic localion of the assels. The group has manufacluring and corporale offices in Australia,
wilh overseas representative offices in the United Slales of America, England, India, China and Ireland
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3. SEGMENT REPORTING

Buslness segments

Revenue

Exlernal segmenl revenue
Inler segmenil revenue
Tolal segment revenue

Result

Segmenl result before impairment and restruciure costs
Impairment charge (non-cash)

Loss on disposal ol disconlinued operalion

Reslruclure cosls

Segment resull

Unallocated corporale expenses and other income
Profit from operaling aclivilies

Income lax expense

Net Profil

Non-cash lems included above
Deprecialion and amorlisalion
Unallocaled deprecialion and amortisalion
Tolal Deprecialion and amortisalion

Assels

Segment assels

Unallocaled corporate assels
Consolidated loial assels

Communicalions * Metal detection Mining technology Other Elimination Consolidaled *
2012 2011 2012 2011 2012 2011 2012 2011 2012 2011 2012 2011
£000 000 $000 $000 $000 $000 3000 5000 $000 5000 $000 $000
66,339 69,783 98,639 92,105 9,330 - 5,089 7.719 - - 179,397 169.607
- - - - - - 358 2105 (358} {2.105) - -
66,339 69,783 98,639 92,105 9,330 - 5,447 9,824 {358) (2.105) 179,397 169.607
12,262 10.624 41,112 36,302 501 - 64 62 - 100 53,939 47,088
- {6.000) - - - . - - - - - {6.000)
(2,586) - - - - - - - - - (2,586) -

{1,252) (1.248) - (270) {787) - {189) {453) - - (2,228) {1.971)
8,424 3.376 41,112 36,032 {206) - (125) (391) - 100 49,125 39.117
{14,175) {9.520)

34,950 29,597
{11,804} (7.805)

23,146 21,792

2,980 4,710 3,587 2,551 165 - 149 175 - - 6,881 7.436
1,660 1.5895

8,541 9,031

33,078 32,792 85,478 B4,500 15,690 - 1,985 2,970 - - 136,231 120,262
34,052 27.164

170,283 147.426

The group derived ils revenues lrom a number of counlries. The three significant countries where revenue was 10% or more of lolal revenue were Auslralia totalling $22,426,735 (2011: $21.788.346) the Uniled Stales of America

lotalling 541,412,244 (2011: $26,022.791) and lo a customer in Turkey lotalling $29,780.874 (2011: $25,849,129).

The group’s non-current assels excluding financial instruments and deferred tax assets were localed as follows: Auslralia $110,163,547 (2011 $97,272,841}, lhe Uniled States of America $161,043 (2011: 5967,041).

Ireland $485,992 (2011: $550,813) and Uniled Kingdom $102,712 {2011: $116.959).

* Inclusive of disconlinued operalion, refer io Nole 4.
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Consolldated
2012 2011
£000 3000

4 DISCONTINUED OPERATION

Codan reached agreement on 31 May 2012 to sell its salellile communications assels o Communicalions & Power Indusiries Canada Ine and it’s
related corporate enlibes {coliectively CPI) for a paymenl of USD $9 million cash, subjecl lo certain adjusimenls. and a maximum of USD $4.5 milion
in addilional paymenls if ceriain eam-out objeclives and financial targels are achieved over lhe nexl two years. The sale consists of Codan's
Auslralian-based satellile communicaticns assels and 100% of the shares of Locus Microwave, Inc.

The sale was successlully seliled on 30 June 2012. Codan will assist CPI wilh manufacluring. training and support for a penod of approximalely
9 months following seltlement lo ensure conlinuous supply lo customers.

The salellile communicalion assels were nol a disconlinued operalion, or classilied as held for sale, as al 30 June 2011 and therefore the
comparative consolidated income stalement has been re-presenled lo show the discontinued operation separalely from conlinuing operalions.

Results of disconlinued operation

Revenue 18,665 26,123

Expenses {21,898} {27.180)
Loss from operaling activitles {3,233} {1.067)
Tax 652 48

Loss from operallng activilies, net of tax {2,581) {1.020}
Non-pparating acilvities, net of tax

Impairment ol goodwill and inlangible assets - {5.343)
Loss on sale of disconlinued operalion (2,850) -

Transaclion and restruciure costs relating to sale {596) -

Loss for the year (6,027) {6.363)
Basic earnings/{loss} per share {cenls) (3.7) {3.9}
Diluled earnings/{loss} per share (cenls) (3.7) {3.9)
Cash flows fromf{used in) discontinued operaticn

Net cash from operaling aclivilies 2,004 545

Net cash used in invesling aclivilies {1,485) {2.101)
MNet cash from financing aclivilies - -

Net cash flows for the year 519 {1.556)
Effect of disposal

Consideralion and loan received in cash 8,606

Working capilal adjusimenl lo be paid lo purchaser {1,069)

Total consideration less adjustments

7,537

Plant and equipmant {1,358)
Equipment held for sale {1,747)
Intelleclual property and producl development {4,593)
Invenlories {4,159)
Trade and olher receivables (309)
Deferred 1ax liabililies 629
Trade and cther payables 595
Foreign currency reserves 555
Net assets and llablilties dlsposed of {10,387)

Loss on sale of disconiinued operation

{2,850}
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5 ACQUISITION OF A SUBSIDIARY

On 3 January 2012 the company acquired all of lhe shares in Perh-based companies Minelec Pty Lid and Minelec Wireless Technologies Ply Lid
{colleclively Minelec). Minelec designs. manufaclures. mainlains and supports a range of electronic products and associaled sofiware for the mining seclor
and is closely aligned lo Codan's core competencies of developing and manufacturing elecironic products and distributing them almost anywhere in (he
world. While Minetec's praducis are different [rom those offerad by Codan’s radio communicalions and melal deleclion divisions, they are based on similar
engineering pnnciples and are closely aligned to Codan in Lhal lhey provide criical technical solulions in difficull operating environments.

For the six months ended 30 June 2012 Minelec has been shown as lhe mining lechnology segmentl in Nole 3. If the acquisition had occurred on 1 July
2011, management estimales lhat Minetec's profil before tax would not have been significantly different.

The following summary provides currenl estimales of lhe major classes of consideralion lransferred, the expecled recognised amounls of assels acquired
and habililies assumed and the eslimaled goodwill al the acquisilion date.

Estimated fair value of consideration transferred 5000
Depaosil paid 250
Cash paid cn complelion 6,635
Complelion adjusiments 67
Conlingenl consideration, al net presenl value 2,747

9,698

Contingent considaration

The eam-oul payable to a former shareholder of Minelac is conlingent on the achievemnent of profil largels over the oncoming lwo years While the eam-out
is nol capped. il has been estimated Lo be $3.0 million based on Minetec's eslimaled eamings over this period.

Estimated fair value of entifiable assels acquired and liabilitres assumed. on a provisional basis

Cash 253
Trade and other receivables 1,470
Inventorias 398
Other assels (e.g. project wark in progress) 480
Properly, plant and equipmenl 980
Produc| development and/or inlangible assels 246
Trade and olher payables (4,552)
Loans and borrowings (1,620)
(2,345)
Estimated goodwill as a result of the acquisiion
Eslimaled fair value of consideralion 9,698
Less payment of Minelec liabilities deducled lrom consideralion {3,252)
Add eslimaled farr value of identifiable nel liabilites assumed 2,345

] 8,791

This goodwill amount 1s nol expeciled 1o be deductible far lax purposes.

Minatec acquisition-related costs

During lhe year the group incurrad acquisition costs ($528,000) and inlegration costs ($25%,000). relaled largely to exlernal legal feas, consulling. due
diligence cosls, ravel and accommodalien. These cosls have been included as adminislrative expenses within Lhe consolidated income slatement. bul
have been excluded from the underlying profit resull of the group.
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Consolidated

2012 2011
%000 3000
6 OTHER INCOME
Dividend income from GroundProbe Ply Lid - 680
Olher ilems 237 312
Gain on sate of minority inlerest in GroundProbe Ply Lid - 3,745
Gain [rom Lhe disposal of Codan Broadcasl Producls Ply Lid - 727
Insurance recoveries 256 909
493 6,373
7 EXPENSES
Net financing costs:
Interesi income (245) (294)
Nel foreign exchange (gain) / loss (147) 779
Inlerest expense 3,628 3334
3,236 3.819
Depreciation of:
Buildings 524 526
l.easehold properly 49 23
Planl and equipment 1,813 1.747
2,386 2,296
Amortlisation of:
Producl development 2,728 3.863
Inlelleclual properly 1,899 1.710
Compuler soflware 1,194 1,162
Licences 335 -
6,156 6,735
Parsonnel expenses:
Wages and salanes 36,166 28,204
Olher associaled personnel expenses 2,555 2,31
Conlnbulions to defined contribulion superannuation plans 2,569 2.321
Increase in liabilly for long serice leave 1,250 609
Increase in liability for annual leave 2,077 1,731
44 617 35,236
Additional expenses dlsclosed:
Impairment of irade receivables 267 {120}
Operating lease renlal expense 1,515 1,648
Loss on sale of properly, plant and equipment M 722
Acquisilion, inlagration and restrucluring 2,228 1.971
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Codan Limited and Its Controlled Entities

Consclidated

2012 2011
S &
8 AUDITCR'S REMUNERATION
Audil services:
KPMG Australia - audil and review of financial reporls 181,300 180,850
QOverseas KPMG firms - audil of {inancial reports 33,581 36,948
Other services:
KPMG Auslralia - laxalion services 144,799 116,984
KPMG Auslralia - olher assurance services 38,229 33,043
Overseas KPMG firms - laxabion services 100,807 178,242
KPMG relaled praclices - due diligence and corporale finance services 272,239 47.338
770,955 593.405
8 INCCOME TAX 5000 3000
A, Income tax expense
Current fax expense:
Current lax paid or payable for lhe financial year 10,205 7.845
Adjusimenis for prior years 269 (1.047)
10,474 6,798
Deferred tax expeanse:
Origination and reversal of temporary differences 1,330 756
Income lax recognised direclly in equily - 251
Total income tax expense In income statement 11,804 7.805
Income lax expanse from conlinuing operations 12,346 8.509
Income lax expense from disconlinuing operation {542) {704)
11,804 7.805
Raeconcillation between tax expensa and pre-tax net proflt:
The prima facie income lax expense calculated al 30% on Lhe profit from
ordinary aclivilies 10,485 8,879
Decrease In income tax expense due to:
Additwonal deduclion for research and develepmenl expendilure 703 392
Over/(under) provision for taxalicn in previous years {2689} 1.047
Rebate on dividend inccme - 204
Effecl of tax rales in foreign jurisdiclions - 465
Recognilion of previously unrecognised lax losses - 1.097
Sundry ilems 17 109
10,034 5,565
Increase in Income tax expense due lo:
Non-deductible expenses 557 789
Non-deduclible overseas losses 437 308
Capital loss through sale of disconlnued operalion 776 -
Impairment of goodwill - 1,143
Income tax expense 11,804 7.808
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Consolidated

2012 2011
3000 $000
8 INCOME TAX {conlinued)
B. Current tax liabillties / assels
Balance al the beginning of the year {3,776) {7.448)
Nel foreign currency differences on translation of foreign entilies 21 {31)
Income lax paid 10,613 11.185
Adjusimentls from prior year {804) 353
Currenl year's income lax paid or payable on operating profit (10,205) (7.845)
(4,151} (3.776)
Disclosed in balance sheel as:
Curend tax assel 75 80
Currenl tax payable {4,226) {3,856)
{4,151) {3.776)
C. Deferred tax liablilties
Provlision for deferred Income tax comptises the estimated expanse
at the applicable rate of 30% on the followlng items:
Expenditure currently lax deduclible but deferred and amortised for accounting 6,962 B,102
Sundry ilams (71 430
Hedging reserve ez 430
Difference in deprecialion of property. plani and equipmentl {248) 249
Set-off of tax in relation to deferred tax assets:
Difference in intelleclual properly (1,748) (1,176}
Provisions for employee beneafits not currenlly deduclible (2,089) (1.857)
Provisions and accruals nol currently deduclible {1,993} (1.989)
1,196 2,189
10 CASH AND CASH EQUIVALENTS
Pelly cash 30 14
Cash at bank 23,051 8.611
Short-lerm deposils - 18
23,081 8.643
11 TRADE AND OTHER RECEIVABLES
CURRENT
Trade receivables 22,516 13,561
Less: Provision for impairmen| losses (506) (365)
22,010 13,196
QOther deblors 715 1,388
22,785 14,594
12 INVENTORIES
Raw materials 5,566 15,090
Work in progress 225 1,782
Fimished goods 6,188 6,448
11,979 23.320
13 OTHER ASSETS
Prepaymenis 907 1.170
Nel foreign currency hedge receivable 670 476
Project work in pragress 498 -
Olher 131 236
2,206 1.882
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Consolidaled

Nole 212 2011
3000 3000
14 PROPERTY, PLANT AND EQUIPMENT
Freehold land and buildings al cosl 15,182 15,019
Accumulaled depreciation (4,674) {4.150)
10,508 10.86%
Leasehold property at cos{ 494 475
Accumulaled amorlisation {385) (322)
109 153
Planl and equipmenl al cosl 25,158 32,792
Accumulated depreciation (17,700} {23.335)
7,458 9.457
Capilal work in progress at cosl 163 212
Total property, plant and aquipment 18,238 20.691

Reconciliations

Reconciliations of Lhe carrying amounts for each class of propery, plant and
equipmenl are set oul below:

Freehold land and buildings N

Carrying amounl al beginning of year 10,869 11,975
Additions 163 106
Disposals - {660}
Depracialion (524) (526)
Nel foreign currency differences on lranslalion of foreign anlities - {26)
Carrylng amount at end of year 10,508 10.869

Leasehold property improvements

Carrying amount a1 beginning of year 153 151
Acquisilions through enlily acquired 17 -
Addilions - 28
Disposals {6) -
Deprecialion {49) (23)
Nel loreign currency differences on translalion of foreign enlibes {6) (3)
Carrying amount at end of year 109 183
Plant and equipment

Carrying amount at beginning of year 9,457 8,913
Acquisilions through entity acquired B8O -
Addilions 2,218 3,264
Transfers 23 -
Transfer lo equipment held for sale 4 (1,747) -
Disposals {1,497) (820)
Depracialion (1,813) (1,747)
Net foreign currency differences on translalion of foreign enlilies {63) {153)
Carrying amount at and of year 7,458 9,457

Capital work In progress at cost

Carrying amount at beginning of year 212 95
Addilions 48 212
Translers (97} (85)
Carrying amount at end of year 163 212
Total carrylng amount at end of year 18,238 20.691
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Consolldated

15 PRODUCT DEVELOPMENT

16

Producl development at cost
Accumulaled amorlisation

Reconclliation

Carrying amount al beginmng of year

Capilalised in current period
Disposals

Impairment

Amonriisalion

INTANGIBLE ASSETS

Goodwill
Impairmentl

Intellectual properly al cost
Accumulaled amortisation

Computer soflware al cost
Accumulated amortisalion

Licences al cosl
Accumulaled amorhisalion

Total Intangible assets

2012 2011
$000 $000
50,269 64,327
(26,983) (43.887)
23,286 20,340
20,340 18,956
10,330 7,436
(4,656) .
. {2,189)
(2,726) {3.863)
23,286 20.340
62,748 57.545
- (3,588)
62,748 53,957
6,875 4,636
{6,133) {4.234)
742 402
11,463 11,285
{10,182) {9.068)
1,281 2.217
2,450 1,300
{3235) -
2,115 1,300
66,866 57.876
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Censolidated

2012 201
$000 $000
16 INTANGIBLE ASSETS (conlinued)
Reconclliations
Goodwill
Carrying amount al beginning of year 53,957 58,457
Acquisilions Lhrough enlity acquired B,791 -
Nel foreign cuirency differances on translalion of foreign entities - (912)
Impairment - {3.588)
62,748 53.957
Intellectual property
Carrying amount al beginning of year 402 692
Acquisilions through entity acquired 246 -
Additions 1,993 1,708
Amorlisalicn {1,899) (1.710)
Nel foreign currency differences on translation of foreign enbities - {66)
Impairment - {223}
742 402
Computer software
Cairying amounl al beginning of year 2,217 2,748
Acquisitions Lhrough enlily acquired k] -
Addilions 199 586
Transfers from capilal work in progress 73 95
Amorlisalion {1,194) {1.162)
Disposals (97) (23)
Nel foreign currency differences on lranslation of foreign enlibes - (27)
1,281 2.217
Licences
Carrying amounl al beginning of year 1,300 -
Acquisilions 1,150 1,300
Amortisation {335) -
2,115 1.300
The following segmenls have significant carrying ameounts of goodwill:
Mining lechnology 8,791 -
Minelab producls 53,957 53,957
62,748 53.957

Goodwill

The recoverable amount of a cash-generaling unil is the higher of ils fair value less cosls 1o self and ils valug-in-use. The value-n-use calculalions
usa cash flow projeclions based on the oncoming year's budgel. Key assumplions for future years relate to sales, gross margin and expense levels.
Sales are based on managemenl assessments which allow for future growth. Gross margins and expense levels are largely consislent with pasl
exparience. A terminal value has been delermined at the conclusion of five years assuming a growth rate of 3.0%. Pre-tax discount rales of

12% l016% (2011; 15% to 17%) have been used in discounting lhe projecied cash flows.

Intellectual Property

Subsequent Lo lhe acquisition of Minelab Eleclronics Pty Ltd by Codan Limited in 2008, Minelab Electronics Pty Ltd acquired ownership of

Llhe intelleciual property hal forms lhe basis for its melal detection products. The consideration payable under lhe agreemenl is based on the
sales of metal deteclion products over a len-year period. An assel in relation lo the acquired intelleclual property will be recognised as Minelab
Eleclronics Ply Lid becomes liable lo the paymenls under the conlract.

Licences

The company entered into a licence agreemenl on 30 June 2011 with a leading provider ol advanced technology for high frequency radio
communication products. Over a lhree-yaar period licence payments will be made as technology is delivared to lhe company. The licenced
technology will allow Lhe company access lo implementalions of nexl-generalion radio waveforms for high-speed data iransmission, automalic
link eslablishmenl and digilal voice.
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Consolidated

2012 2011
5000 3000
17 TRADE AND OTHER PAYABLES
Current
Trade payables 14,884 12,191
Olher payables and accruals 21,048 14,247
35,933 26,438
18 LOANS AND BORROWINGS
Current
Finance lease liabililes 113 -
113 -
Non-Current
Cash advance 38,879 34,140
Finance lease liabililies 289 -
Unsecured loans - 10
39,168 34.150
The group has access 1o the following lines of credit:
Total facilities available at balance dale:
Mulii-oplion facility 10,000 10,000
Commercial credit card 120 120
Cash advance [acilily 75,000 75.000
85120 85,120
Facllities utilised atl balance dale:
Multi-option facility 3,039 1.222
Commercial credit card 8 B
Cash advance lacilily 38,879 34.140
41,926 35.370
Facilities not utilised at balance date:
Multi-oplion facility 6,961 8,778
Commercial credil card 112 112
Cash advance {acilily 36,921 40,860
43,194 49,750

In addition lo Lhese facililies, lhe group has access lo cash al bank and short-term deposits of $23,081,000 as sel oul in nole 10.

Bank Facililies

Facilities are supporied by inlerlocking guaranlees belween the company and its subsidiaries. The facilibes have a lerm of lhree years expiring
July 2014, and are subject to compliance wilh cerlain {inancial covenanis over thal lerm.

Consolidated

2012 2011
Yo %

Weaighled average intarast rates:
Cash al bank 2.28 3.22
Shorl-lerm deposils 4.16 4.95
Bank overdraft 9.50 11.08
Cash advance 5.56 5.66
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Notes to and forming part of the financial statements
for the year ended 30 June 2012

Codan Limited and Its Controlled Entities

Consolldated

2012 2011
$000 S000
PROVISICNS
Current
Employee benefils 2,942 2,592
Warranly repairs 2,760 2,846
5,702 5.438
Non-Current
Employee bengfits 4,536 3.476
Reconclliation of warranty provision
Carrying amount at beginning of year 2,846 2,486
Provisions made duwing Lhe year 1,216 1,860
Paymenls made during the year {1,302) {1.510)
2,760 2,846
SHARE CAPITAL
Share capltal
Opening balance (164,145,980 ordinary shares fully paid) 24,609 25,328
Performance rights expensed 230 236
Shares purchased - {955)
Closing balance (164,145,980 ordinary shares fully paid) 24,839 24,609

Terms and conditions

Holders of ordinary shares are enlilled lo receive dividends as declared (rom fime to lime and are entilled lo one vole per share at sharehalders’
meelings. In the winding up of the company, ordinary shareholders rank afier all creditors and are fully entilled lo any proceeds on liquidation.

During the pricr year the group funded Lhe purchase of shares for the purpose of salisiying the obligalion lo Iransfer shares Lo cerlain execulives

under lhe Performance Righls Plan (refer {0 nole 28).

RESERVES
Foreign currency lranslation (3,271) (3,199)
Hedging reserve 336 1.337

(2,835) {1.862)

Foreign currency translation
The foreign cumrency lranslalion reserve records Lhe foreign currency differences arising from the lranslation of foreign operalions.

Balance at beginning of year (3,199) {1,319)
Reserves recognised through sale of disconlinued operalion k5] -

Nel translation adjusiment {413) {1.880)
Balance at end of year {3,271) {3,199)

Hedging reserva

The hedging reserve comprises the effeclive portion of Lhe cumulalive net change in fair value of cash flow hedging inslrumenls {nel of lax) related

lo hedged {ransaclions that have nol yel occurred.

Balance at beginning of year 1,337 (255}
Reservas recognised Llhrough sale of disconlinued operation {B9E) -
Gains / {losses) on cash flow hedges laken lo / from hedging reserve {105} 1.592
Balance at end of year 336 1,337
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Consolidated

2012 2011
5000 $000
22 RETAINED EARNINGS
Relained earmings al beginning of yaar 49,132 41,292
Nel proiit allribulable lo members of lhe parenl enlily 23,146 21,792
Dividends recognised during Lhe year (14,773) (13.952)
Retained earnings al end of year 57,505 49,132
23 COMMITMENTS
I. Capital expenditure commitments
Aggregate amount of contracls for capital expenditure on property,
plant and equipment and Intanglbles:
Wilhin one year 481 134
1. Nen-cancellable operating lease expense and other commitments
Future operaling |ease commitments not provided for In the financial
statements which are payable:
Wilhin cne year 1,515 1.486
One year or later and no laler lhan five years 1,220 2,115
Laler lhan five years 297 146
3,032 3.747

The group leases properly under non-cancellable operaling leases expinng from one lo ten years. Leases generally provide the group wilh a right

of renewal, al which lime all ferms are renegolialed. Lease payments compnse a base amount and an adjusiment for lhe consumer price index.

Ill. Finance lease and hire purchase payment commitments
Wilhin one year

One year o later and no laler than five years

Later than ive years

Less: future {inance charges

Finance lease and hire purchase liabillties provided for in ihe
financial statements:

Current

Non-currenl

151
309

460
{58)

402

113
289

402

Finance leases and hire purchase agreemenis are enlered into as a means of funding lhe acquisilion of planl and equipmeni. Repayments are
genarally lixed and no leases have escalalion clauses olher than in the evenl of payment defaull. No lease arrangements creale restriclions on

olher financing {ransaclions.
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24 ADDITIONAL FINANCIAL INSTRUMENTS DISCLOSURE
Financlal risk management

Overview

The group has exposure Lo Lhe following nsks from ils use of financial instruments:
- credil risk

- liquidity risk

~ markel nsk

- operalional risk

This nole presenls informalion aboul lhe group's exposure to each of |he above risks, its objectives, policies and processes for measuring
and managing risk, and its management of capital. Furiher quanlilative disclosures are included Lhroughoul lhese consbhdated linancial
slalements.

The board of directors has overall responsibility for the establishmenl and oversighl of he risk managemenl framework. The Board Audit, Risk and
Complianca Commiltee is responsible for developing and monitoring risk managemenl policies. The commillee reporls regularly lo he board on
ils aclivilies.

Risk managemenl policies are eslablished 1o ideniify and analyse ihe risks faced by the group, Lo set appropriale risk limils and conlrels, and lo
monitor risk and adherence {o limits. Risk managemeni policies and syslems are reviewed regularly (o reflect changes in markel conditions and
lhe group's aclivities. The group, through ils training and managemenl slandards and procedures, aims {o develop a disciplinad and constructive
contral environment in which all employees understand Lheir roles and obligalions.

The Board Audil, Risk and Compliance Commillee oversees how managemenl monilers compliance wilh lhe group's risk management policies
and procedures and reviews Lhe adequacy of the nsk managemenl framewark in relalion to the risk faced by the group.

(a) Credit risk

Credil risk is 1he risk of financial loss to the group if a cuslomer or counlerparly to a financial insirumenl|, [ails {0 meel ils conlraciual obligalions.,
and arises principally from Lhe group's receivables [rom cuslomers.

The credil risk on Lhe linancial assels of lha consolidaled eniity is ihe camrying amouni of the assel, nel of any impairmenl losses recognised.
The group minimises concenlralion of credit risk by undertaking {ransaclions with a large number of cuslomers in various counlries. The group is
not malerially exposed to any individual overseas region or cuslomer as at 30 June 2012.

Trade and other receivables
The group's exposura o credil nsk is influenced mainly by the individual characteristics of each customer. The demographics of the group's
cuslomer base, including the defaull risk of the industry and country in which cuslomers operale, has less of an Influence on credit risk.

The group has established a credil policy under which each new cuslomer is analysed individually for credil worthiness belore the group's slandard
paymenl and delivery lerms and condilions are offerad.

Goods are sold subjecl lo relention of litle clauses, so that in the event of non-payment the group may have a secured claim. The group does nol
normally require collaleral in respec of {rade and other receivables.

The group has established an allowance for impairment that represents ils estimate of incurred losses in respect of irade and olher receivables.
The main coemponenls cf this allowance are a specilic loss componenl thal relates to individually significani exposures, and a colleclive loss

component established for groups of similar assels in respecl of losses thal have been incurred bul nol yst idenlified.

Guarantesas
Group policy is 1o provide financial guarantees only lo wholly-owned subsidiaries.
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24 ADDITIONAL FINANCIAL INSTRUMENTS DISCLOSURE {contlnued)
{a) Credit Risk (continued)

The carrying amount of the group's financial assels represents the maximum credil exposure. The group's maximum exposure to credil risk al the
reporling dale was:
Carrying Amcunt
Consolidated

. 2012 2011

Note 3000 $000

Cash and cash equivalenls 10 23,081 8,643
Trade and olher receivables 1" 22,785 14,504
Forward exchange conlracls used for hedging 13 670 476

The group's maximum exposure to credil nsk for irade receivables at the reporling date by geographic region was.

Carrying Amouni
Consolidated

2012 2011
$000 $000
Auslralia / Oceania 6,194 3.582
Europe 4,253 3,932
Americas 4,641 3.422
Asia 5,730 1,437
Ainca / Middle Easl 1,698 1.188
22,516 13.561
Impairment losses
The aging of the group's lrade receivables al lhe reporling dale was:
Consolidated
Impair- Impair-
Gross ment Gross ment
2012 2012 2011 2011
3000 5000 $000 3000
Nol past dua 18,460 (181) 11,155 (184)
Pasl due 0-30 days 2,358 {10} 1,577 {136)
Pasl due 31-120 days 1,255 {65) 793 (9)
More than 120 days 443 {250} 36 {36}
22,516 (5086) 13,561 (365)

Trade receivablas that are not past due have been reviewed, laking into consideration lellers of credit held and {he credil assessment of the
individual cuslomars. The impairmenl recognised is considered appropnate for Lhe credit risk remairung.

The movement in the allowance for impairment in respac! of lrade receivables during lhe year was as [ollows:

Consolidated

2012 2011

$000 3000

Balance al 1 July 365 584
Impairment loss recognised as an expense 268 (120}
Trade receivables writlen off to the allowance lor impairment {127) (99}
Balance at 30 June 506 365
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24 ADDITIONAL FINANCIAL INSTRUMENTS DISCLOSURE (continued)
{b) Liquidity risk
Liquidily risk is the risk that the group will noi be able lo meet ils inancial obligalions as they fall due. The group's appreach to managing liquidily
is lo ensure, as {ar as possible, thal it will always have sufficient liquidily to meel ils liabililies when due, under both normal and slressed
conditions and wilhoul incurring unacceptable losses or risking damage Lo Lhe group’s repulation. Refer to nole 18 for a summary of banking
Iacililias available.

The following are Lhe conlraclual maturiies of linancial liabillies:

30 June 2012

Carrying Contractual 12 months Mare than
amount cash flows or less 1-5 years 5 years
S000 S060 3000 $000 $000

Non-derivative financial flabliltles
Trade and olher payables 35,033 (35,933) {33,186) {2,747) -
Unsecured loans - - - - -
Finance leases 402 (460) (151) {309) -
Cash advance 38,879 [42,266) {1,693) {40,572) -
75,214 (78,659} {35,030} (43,628) -

30 Juna 2011

Non-derivative financial liabillties
Trade and olher payables 26.438 (26.,438) (26.070) (368) -
Unsecured loans 10 (10} - {10} -
Finance leases - - - - -
Cash advance 34,140 {39,687) {1,849) {37,838) -
60,588 {66.135) {27,919) {38,216} -

{c) Market risk

Market risk is the risk 1hal changes in markel prices. such as foreign exchange rales, inleresl rates and equily prices, will affect lhe group's
income or the value of ils holdings of financial instruments. The objeclive of markel risk management is to manage and control markel risk
exposures within acceplable parameters. while oplimising the relum,

The group enlers Into derivalives, and also incurs financial liabilities, in order lo manage market nsks. All such lransaclions are carried oul within
the policy set by lhe board. Generally the group seeks to apply hedge accounting in order {c manage valalilily in lhe income slalemenl.

The net fair values of menelary linancial assels and financial liabilities not readily traded in an organised financial market are determined by valuing
them al Lhe present value of the contraclual fulure cash flows on amounis due from cuslomers {reduced for expecled credit lossas), or due 1o
suppliers. The camying amounl of financial assels and financlal liabilities approximales their nel fair values.

Inferest rate risk

The group reduced ils exposure lo interest rate 7isk by enlering inlo a three-year inleresl rale cap in 2009. The cap was for a principal amounl of

%60 milkon, reducing to $50 million over ils three-year term. with a capped interesl rale of 9.5%. This cap expired in March 2011 and under current
circumslances the board has decided not 1o enler inlo any inleresl rale hedging instruments,
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24 ADDITIONAL FINANCIAL INSTRUMENTS DISCLOSURE (continued)

Profile
Al the reporting date, the interest rale profile of the group's interesl-bearing financial instrumenls was:

Carrying Amount
Consolidated

2012 2011
$000 $000
Fixed rate instruments
Financial assets - =
Financial liabililies {460) -
(460) -
Variable rate instruments
Financial assets 23,081 8,643
Financial liabilities (38,879) (34.140)
(15,798) (25.497)

Cash flow sensitivity

If interest rales varied by 100 basis points for the full financial year, then based on the balance of variable rate inslruments held al the reporting
date, prolit and equily would have been affected as shown below. This analysis assumes lhal all olher variables, in particular foreign currency
rates, remain consiant. The analysis is performed on the same basis for 2011.

Profit / (loss) before tax Equity
100 bp 100 bp 100 bp 100 bp
increase decrease increase decrease
3000 3000 $000 $000
30 June 2012
Variable rate instrumenis (158) 158 - -
30 June 2011
Variable rate instruments (255) 255 - -

Currency risk

The group is exposed to currency risk on sales, purchases and balance sheel accounts thal are denominated in a currency other Lhan the
respeclive functional currencies of group entities. primarily the Australian dollar (AUD). The currencies in which these transaclions are
denominated are primarily USD. Euro and GBP.

The group enters into foreign currency hedging instrumenls or borrowings denominated in a foreign currency to hedge certain anticipated highly
probable sales denominaled in foreign currency (principally US dollars and Euro). The lerms of lhese commitments are less than 12 months.

As alt the reporting date the group has enlered into effective collar cash flow hedge instruments which will limil the foreign exchange risk on

USD $18.000,000 of FY13 sales, which represents jusl under half of the eslimated USD exposure for FY13. The cap has been sel at an average
of 99.6 cents while the fleor is set al 90.0 cents. Therefore the group will be prolected from an increase in the USD foreign exchange rate

above 99.6 cenls but will not participate if lhe USD foreign exchange rale falls below 90 cents.
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24 ADDITIONAL FINANCIAL INSTRUMENTS DISCLOSURE {continued)
Currency risk {(continued)
The group's exposure lo fareign currency risk (in AUD equivalent) afler laking inlo account hedge (ransactions at reporling dale was as Tollows:

Consolidated

Euro GBP uso

3000 3000 3000
30 June 2012
Cash and cash equivalenls 797 94 7.021
Trade receivables 246 14 11,997
Trade payables {217} {51} {9,270}
Cash advance - - {7,879}
Gross balance sheel exposure 826 57 1,868
Hedge (ransaclions relating lo balance sheet exposure - - {3,925)
Cash advance designated as a hedge of foreign subsidiary - - -
Net exposure at the reporting date 826 57 (2,056)
30 June 2011
Cash and cash equivalenls 3585 336 5,380
Trade recevables 631 39 7.581
Trade payables {386) (158) (7.004)
Cash advance - - {9.460)
Gross balance sheet exposure 600 217 (3.503)
Hedge lransactions relaling {o balance sheet exposure - - {1,8565)
Cash advance designaled as a hedge of foreign subsidiary - - 2.821
Net exposure at the reporting date 600 217 (2.537)

Sensitivity analysis

Given the foreign currency balances included in Lhe balance sheel as at reparling dale. i the Australian dollar at ihal dale strengthened by 10%.
lhen the impact on profil and equily arising from the balance sheel exposure would be as follows.
Consclidated

Equity / Profit/{loss)
reserve before tax
5000 $000
2012
EUROC - 93
GBP - B
usD 974 158
974 259
2011
EURO - (74}
GBP - (30)
usD 464 217
464 113

A 10% weakening of the Auslralian dollar againsl the above currencies at 30 June would have had lhe equal bul opposile effecl on Lhe above
currencies to lhe amounts shown above, on |he basis thal all olher variables remain conslant.

{d) Fair value hierarchy
The group’'s linancial inslrumanls carned al fair value have been valued by using a "level 2" valualion method. Level 2 valualions are obtained rom
inputs. olher (han quoled pncas, that are observable for lhe asset or habilily eilher direclly or indirectly. Al the end of (he curranl year financial

instruments valued al fair value were limited to nel foreign currency hedge receivablas ($670,000), for which an independenl valuation was obtained
from the relevanl banking institution.
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25 GROUP ENTITIES

Interest held  Interest held

Name Country of Class of 2012 20M
incorporation shara Yo Y%

Parent Entity

Codan Limiled Auslralia OCrdinary

Controlled Entities

IMP Prinled Circuils Pty Lld Australia Ordinary 100 100
Codan (UK} LId England Ordinary 100 100
Codan (Qld) Ply Lid Auslralia Ordinary 100 100
Uniled States
Codan {US] Inc of America Ordinary 100 100
Codan Telecommunicalions Pty Lid Auslralia Ordinary 100 100
Minelec Pty Lid* Auslralia Ordinary 100 -
Minetec Wireless Technologies Ply .le' Australia Ordinary 100 -
Minelab Eleclronics Pty Lid Auslraha Ordinary 100 100

United Slales

Minelab Amencas Inc (previously Minelab USA Inc) of America Ordinary 100 100
Minelab Inlernational Ltd Ireland Ordinary 100 100
Parkelronics Ply Ltd Auslralia Ordinary 100 100

United Stales
Codan Holdings US Inc of America Oranary 100 100

Uniled Stales
Locus Microwave, Inc** of America Ordinary - 100

Codan Execulive Share Plan Pty Lid Australia Ordinary 100 100

* On 3 January 2012 the group acquired 100% of Mineiec Pty Lid and Minelec Wireless Technologies Pty Lid in an arm’s length lransaction.

The financial resull of the group's interesl in these enlilies has been accounled for from this date, Refer lo note 5.

“* On 30 June 2012 Lhe group sold 100% of its inlerest in Locus Microwave, Inc in an arm's lenglh transaction. The financial results of
the group’s interest in this enlily have been accounted for until thal date. Refer to nole 4.
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Consolidated
2012 2011
5000 000

26 NOTES TO THE STATEMENT OF CASH FLOWS

I. Reconcliiation of cash
For the purposes of Lhe stalement of cash flows. cash includes cash on hand and al bank and shorl-term deposits, nel of outstanding bank
overdrafls. Cash as al the end of the financial year as shown in the slalemenl of cash llows is reconciled Lo Lhe related ilems in Lhe balance sheel

as follows:
Pelly cash 30 14
Cash at bank 23,051 B.611
Shoni-lerm deposils - 18
23,081 8.643
1. Reconciliation of profit afler income tax to nel cash provided by operating activilies
Profit after income tax 23,146 21,792
Addi{less) items classified as investing or financing acllvitles:
Loss on sale of non-currenl assels 3 722
Loss on sale of discontinued operalion 2,850 -
Prolit on disposal of shares in GroundProbe Ply Lid - (3.795)
Profil on dispesal of Codan Broadeast Producls Ply Lid - {727)
Dividend income - (680)
Performance righls expensed 230 236
Add/{less) non-cash Items:
Depreciatien of
Buildings 524 526
Leasehold property 49 23
Plant and aquipment 1,013 1.747
Amortisalion 6,155 6,735
Impairment of goodwill and inlangible assels - 6,000
Increase/(decrease) in income laxes 439 (3,499}
Increase/(decrease) on nel assets affected by translabon 1 (2,049)
Net cash from operating aclivilies before changes
in asseats and liabililies 35,241 27.01
Change In assets and liabilitles during the financial year:
Reduclion/{increase) in receivables {7,698) {1.675)
Reduclion/(increase) in invenlories 7,641 1,794
Reduclion/(increase) in olher assels 329 1.784
Increase/(reduclion} in payables 3,312 {2.879)
Increase/{reduclion) in provisions 1,252 330
Net cash from operating actlvities 40,077 26,385
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Consolidated

2012 201
%000 000
27 EMPLOYEE BENEFITS
Aggregate liability for employee banefits, including on-costs:
Currenl - olher credilors and accruals 4,220 2.682
Currenl - employee entitlemenls 2,942 2,592
Non-curreni - employee enlillements 4,536 3.476
11,698 8.750

The present values of employee entitlements not expecled lo be setled wilthin 12 monlhs of Lhe reporting dale have been calculaled using the
{ollowing weighled averages:

Assumed rate of increase in wage and salary rales 4.00% 4.00%
Discount rale 2.95% 5.03%
Seltlement term 10 years 10 years

Performance Rights Plan

Al the 2004 AGM, shareholders approved the establishmenl of a Pericrmance Righis Plan {(Plan). The Plan is designed 1o provide execulives wilh
an incentive lo maximise Lhe relurn to shareholders over lhe lang term, and to assist in the atlraction and relenlion of key executives.

Performance rights Issued In financlal year 2009

The company issued 883,334 performance nghls in November 2008 Lo certain executives. The fair value of Lhe righls was 44.5 cenls based on lhe
Black-Scholes formula. The model inpuls were: lhe share price of 60 cenls, no exercise price, expecled volatilily 50%, dividend yield 10%, a

term of lhree years and a risk-free rate of 5.75%. The tolal expense recognised as employee cosls in 2012 in relation 10 lhe performance righls
issued was 3nil {2011: 3nil).

The performance nghls become exercisable il cerlain performance hresholds are achieved. The performance lhreshold was based on growlh of
lhe group’s earnings per share over a lhree-year period, For execulives to receive the lolal number of perflormance righls, the group's earmings per
share musl have increased by al leasl 15% per annum over the {hree-year penod. One of {he execulives left the group and his 160,000
performance rights were cancelled. All of the remaining performance righls became qualifying performance righls and as a resull the company

has transferred 733,334 shares to Lhe relevanl execulives.

Performance rights lssued In financlal year 2010

The company issued 664,251 performance nghis in Oclober 2009 1o cerlain execulives. The fair value of Lhe righls was on average 68.5 cents
based on lhe Black-Scholes lormula. The maodel inpuls were: the share price of 31 cenls, no exercise price, expecled volalility 64%, dividend
yield 8%, a lerm of three years and a risk-free ratle of 5.7%. The lolal expense recognised as employee casts in 2012 in relation Lo lhe
performance righls 1ssued was $nil (2011: $96,319).

The perdormance righls become exercisable if certain performance thresholds are achieved. The parlormance threshold is based on growih of lhe
group’s earnings per share over a three-year period. For execulives lo receive Lhe lotal number of perlormance righls, the group's earnings per
share musl increase by al leasl 15% per annum over the three year period. During the prior year Mr M K Heard (Chief Execulive Officer) retired
from Codan and lhe performance righls issued lo him in 2010 became qualifying performance righis. As a resull the company lransferred 289,855
shares lo Mr M K Heard during the prior year.

The group’s earnings per share over the three year period lo 30 June 2012 has exceeded lhe performance targel. Therslore il is expecled lhai
374,396 shares will be issued 10 the relevanl execulives by 31 Augusl 2012,

Performance rights Issued In financial year 2011

The company issued 358,652 performance righls in November 2010 lo cerlain execulives. The fair value of {he rights was on average $1.11 based
on Ihe Black-Scholes formula. The model inputs were: (he share price of $1.46, no exercise price, expecled volatilily 48%, dividend yield 5%. a
term of three-years and a risk-free rale of 5.6%. The lotal expense recognised as employee cosis in 2012 in relation lo the performance righls
1ssued was $96.076 (2011: $92,380).

The performance righls become exercisable If cerlain paformance thresholds are achieved. The performance (hreshold is based on growth of lhe

group's earnings per share over a three-year pariod. For execulives lo receive Lhe tolal number of parformance rights, the group's earnings per
share must increase by at leasl 15% per annum over the three-year period.
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27

28

EMPLOYEE BENEFITS {coniinued)

Performance rights Issued In financial year 2012

The company issued 426,979 performance nighis in November 2011 Lo cerlain execulives. The fair value of Lhe rights was on average $0.98 based
on the Black-Scholes formula. The model inpuls were: the share price of $1.31. no exercise price, expected volatility 41%, dividend yeld 7%, a
lerm of three-years and a nsk-irea rate of 4.3%. The total expense racognisad as employee costs in 2012 in relalion lo lhe performance rights
issued was $133,531.

The performance righls become exercisable if cerlain performance thresholds are achieved, The performance lhreshold is based on growth of the
group's earnings per share over a lhree-year period. For executives to receive the total number of performance righls. the group's earnings per

share musl increase by al least 15% per annum over lhe (hree-year period.

if achieved, performance rights are exercisable into lhe same number of ordinary shares in ihe company. No performance righls have been issued

since the end of the linancial year.

KEY MANAGEMENT PERSONNEL DISCLOSURES

Key management parsonnel compensation

The key managemenl personnel compensalion included in "personnel expenses” {see nole 7} is as lollows:

Consolidated

2012 2011

$ S

Shori-lerm employee banefils 3,238,564 3,335,841
Posl-employment benelits 110,493 115,243
Share-based payments 211,203 160,731
Glher long lerm 32,680 114,007
Terminalion benelils 134,147 -
3,728,177 3.725,822

Indlvidual directors’ and executives® compensation disclosures

Information regarding individual direclors’ and executives' compensalion, and some equity inslruments disclosures as permilted by Corporalions

Regulation 2M.3.03, is provided in the remuneralion repori seclion of the directors’ report.

Aparl from the details disclosed in lhis note, no direclor has enlered into a malerial conlract with the group since the end of the previous financial

year and here were no malerial coniracls invelving direclors' interesl exisling at year-end.

Equity holdings and iransactions

The movemenl during Ihe reporting period in {he number of ordinary shares of Codan Limiled, held directly, indirectly or beneficially by key
managemenl personnel, including their personally-relaled entities is as follows:

Held at Purchases Received on Sales Held at
1 July 2011 exercise of 30 June 2012
rights

Directors
Dr G D Klingner 467,840 - - - 467,840
Mr D S McGurk 1,000 - 146,667 - 147,667
Mr P R Griffilhs 138,065 10,000 - - 148,065
Mr D J Klingberg 66,765 - - - 66,765
Mr D J Simmons - - . - -
LI-Gen P F Leahy 44,065 - - - 44,065
Mr 3 W Davies - - - - -
Mrs C 8§ Namblard nia - - . -
Specifled execullves
Mr M Barton 5,000 - - - 5,000
Mr R R Carpenler - - - - -
Mr P D Charesworlh 26,130 - 146,667 - 172,797
Mr K J Kane - 3,500 - - 3,500

Mrs C S Namblard was appoinled as a direclor on 1 August 2011,

Mr R R Carpenier was lerminaled on 30 June 2012 as a resull of the sale of lhe group's satellile communicalions assels.
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Held atl Purchases Received on Sales Held at
1 July 2010 exercise of 30 June 2011
rights
28 KEY MANAGEMENT PERSONNEL DISCLOSURES (conlinued)
Directors
Dr G D Klingner 417.840 50,000 - - 467.840
Mr D S McGurk 1,000 - - - 1.000
Mr P R Griffilhs 138,065 - - - 138,065
Mr D J Klingberg 66,765 - - - 66,765
Mr D J Simmons - - - . B
LI-Gen P F Leahy 44,065 - - - 44,065
Mr S W Davies nfa R - . .
Mr M K Heard 4,407,587 - - - nfa
Mr B P Burns 11,671,424 - - - 11,671.424
Specified executlves
Mr M Barton 5,000 . - - 5,000
Mr R R Carpenler nfa - - - .
Mr P D Charlesworth 26,130 - - - 26.130
Mr K J Kane nfa - - - -
Mr G Shmilh 28,491 - - - nfa

Mr M K Heard relired as a direclor on 18 November 2010, Mr § W Davies was appointed as a director on 1 May 2011 and Mr B P Burns

relired as a director on 30 June 2011.

Mr K J Kane was appointed as President and Executive General Manager, Radio Communications on 12 July 2010, Mr G K Shmilh moved inlo a
senior managemenl role on 18 November 2010 and Mr R R Carpenter was appoinled as President and Executive General Manager, Salellite

Communications on 14 March 2011,

Performance rights

The movemenl during the reporling period in lhe number of performance rights held direclly.. tndirecily ar beneficially by key managemenl

personnel, including their personally-related entities is as follows:

Held at Issued Vestad Held at
1 July 2011 30 June 2012
Speclfied executives
Mr D S McGurk 416,250 161,551 146,667 431,134
Mr M Barton 64,675 76,414 - 141,089
Mr P D Charlesworlh 368,394 105,008 146,667 326,735
Mr K J Kane - 84,006 - 84,006
Held at Issued Vested Held at
1 July 2010 30 June 2011
Specified execulives
Mr O S McGurk 279,517 136,733 - 416,250
Mr M K Heard 609,855 - 609.855 nfa
Mr M Barlon - 64,675 - 64,675
Mr P D Charlesworth 279.517 B8.877 - 368,394
Mr G K Shmilh 228,696 68,367 - n/a

Mr M K Heard relired as a direcior and Mr G K Shmith moved inlo a senier management role on 18 November 2010.

Other transactions with the company or its controlled entities

There have been no loans to key managemeni personnel during lhe financial year.

From time to time, directors and specilied executives, or their personally-retaled enlilies, may purchase goods from the group. These purchases

occur within a normal employee relalionship and are considered to be invial in nalure.
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29 QTHER RELATED PARTIES
All lransaclions wilh non-key management personnel related paries are on normal lerms and condilions.
Companies wilhin the group purchase malerials from olher group companies. These transaclions are on normal commercial lerms.
Loans belween enlilies in lhe wholly-owned group are repayable al call and no inleresl is charged.

30 EARNINGS PER SHARE
The group presenis basic earmings per share (EPS) data ior its ordinary shares. Basic EPS 1s calculaled by dividing the profil or foss allributable
1o ordinary sharehoiders of lhe company by the weighled average number of ordinary shares oulslanding during lhe period. Diluled EPS is
delermined by adjusling the profit or loss altnbutable lo ordinary shareholders and Lhe weighted average number of ordinary shares oulsianding for

lhe effects of all dilulive polenlial ordinary shares. which comprise performance righls granied lo employees.

Consolidated

2012 2011
$000 5000
Nel profit used for Ihe purpose of calculaling basic and diluled earnings per share 23,146 21,792

The weighted average number of shares used as ihe denominalor number for basic eamings per share was 164,145,880 (2011: 164,145,980}

The caiculation of diluled earnings per share al 30 June 2012 was based on profi{ aliribuiable lo shareholders of $23.1 million and a weighled
average number of ordinary shares oulslanding after adjusimenl for the effecls of all dilulive polential ordinary shares of 165,155,514
(2011: 184,714,832).

31 NET TANGIBLE LIABILITY PER SHARE
2012 2011

Net langible liabilly per share 5.8 cents 2.5 cenls

32 CAPITAL MANAGEMENT
The board's poiicy is lo maintain a strong capilal base so as 1o mainlain inveslor, creditor and markel conflidence and lo susiain fulure
development of lhe business. The beard of direclors manilors the level of dividends paid to ordinary sharehoiders and 1he overall relurn on

capilal.

The board seeks lo mainiain a balance belween the higher returns [hat might be possible with higher levels of borrowings, and Lhe advanlages
and securily aforded by a sound capilal position. This approach has nol changed from previous years,

During the year ihe group's geanng level improved significanlly as nel debt levels dropped from $25.5 million lo $15.8 million.

Naither the company nor any of ils subsidianes are subjecl to exiernally imposed capital requirements.
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33 DEED OF CROSS GUARANTEE

Pursuant io ASIC Class Order 98/141B (as amended) daled 13 Augusl 1998, the wholly-owned subsidiary lisled below is relieved from the
Corporalions Acl 2001 requiremenis for preparation, audil and lodgemenl of financial reporis and direclors’ report.

It is a condition of the Class Order that the company and its subsidiary enler into a Deed of Cross Guaranlee. The effeci of the Deed

is that iha company guaranlees lo each creditor payment in full of any debt in the evenl of lhe winding up of the subsidiary under cerlain
provisions of lhe Corporalions Acl 2001, i a winding up occurs under the provisions of the Acl, the company will only be liable in the event thal
afler six months any credilor has not been paid in full. The subsidiary has also given similar guaraniees in the evenl {hat the company 1s
wound up.

Minelab Electronics Ply Lid is the only subsidiary subjecl lo lhe Deed. Minelab Eleclronics Ply Lid became a parly (o the Deed on 22 June 2009,
by virlue of a Deed of Assumplion.

A summansed consolidated income stalemenlt and a consolidaled balance sheel, compnsing lhe company and controlled enlily which is a parly
lo the Deed, afler eliminaling all Iransactions belween the pariies {o lhe Deed of Cross Guarantee, is sel oul as follaws:

Summarlsed income slatement and retained earnings

2012 2011

$000 5000
Profil before lax 26,195 26,341
Income tax expense {11,013) (5.648)
Proflt after tax 15,182 20.693
Retalned earnings at beginning of the year 39,711 32.971
Retalned sarnings at and of the year 40,120 39.711
Balance sheet
CURRENT ASSETS
Cash and cash equivalents 16,904 7,486
Trade and olher receivables 17,458 25,855
Inveniories 7,713 14,031
Equipment held for sale 1,747 -
Other assels 1,031 1.0563
Total current assels 44 853 48.425
NON-CURRENT ASSETS
Invastmenls 21,087 14,641
Property, plant and equipmenl 15,880 18,592
Producl devalopment 23,641 20,340
Intangible assels 57,351 57.250
Deferred lax assels 6,255 4,981
Total non-currant assets 124,224 115,804
Total assels 169,077 164,229
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33 DEED OF CROSS GUARANTEE {continued)

2012 2011
3000 5000

CURRENT LIABILITIES
Trade and other payables 29,185 18,564
Other liabililies 14,109 26,285
Currant tax payable 4,001 3.778
Provisions 5,024 5,014
Total currant labilllles 52409 53.641
NON-CURRENT LIABILITIES
Loans and borrowings 38,879 34,140
Deferred lax liabililies 7,735 7.167
Provisions 4,152 3,324
Total non-current llabilitles 50,766 44 631
Total liabilities 103,175 98,272
Net assels 65,802 65,957
EQUITY
Share capital 25,951 25,722
Reserves (169) 524
Retained eamings 40,120 39,711
Total equity 65,802 65.957

34 PARENT ENTITY DISCLOSURES

As at, and Ihroughoul, the financial year ending 30 June 2012 the parenl company of the group was Codan Lirmiled.

Company

2012 2011

3000 $000
Result of parent anlity
Profit for the period 17,573 23,731
Olher comprehansive income {893) 816
Total comprehenslve Income for the period 16,680 24,607
Financial position of parent entity at year end
Current assels 32,226 41,275
Tolal assels 141,447 144,918
Current liabililies 28,531 38,965
Tolal liabililies 74,472 80,241
Total aquity of the parent enflty comprising :
Share capilal 25,952 25,722
Reserves 77 809
Retained earnings 40,946 38,148
Tolal aquity 66,975 64,677
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35 SUBSEQUENT EVENTS

Subsequent to reporling date Codan has announced the acquisition of Canadian-based land mobile radio company, Daniels Elaciromics Limiled
(Daniels), for an upfronl cost of CAD $25 million (approximalely AUD 524 million} with Ihe possibility of CAD $2 million (approximalely AUD $1.9 million}
in additional payments il cerlain eam-out largels are achieved over lhe next 18 months. The acquisition of Daniels will be funded by a mix of debt and
equily and is consistent with Codan's slated siralegic goal lo expand the radio communications business by invesling in adjacenl markels and
technologies. Codan's exlensive inlemational distribution network is expecled to deliver significant growlh opporlunities 1o he Daniels business,

which is currenily focussed on (he Norlh American markel.

Apart from Lhe expenses associaled wilh (his acquisition {(which have been excluded {orm the underiying profil resull), the impac! of this transaction
has nol been brought lo accourd in the group’s financial report for Lhe year endad 30 June 2012 and will be recognised in subsequenl financial reports.

The fallowing summary provides currenl estimates of the major classes of consideration (ransferred, the expecled recognised amounls of assels
acquired and liabililies assumed and Lhe eslimaled goodwili al Lhe acquisition dale.

Estimated fair vaiue of consideration transferred 5000
Cash lo be paid on completion 23,810
Conlingenl consideralion, al nel present value 1,750

25,560

Conlingent considaration
The earn oul payable lo Lhe former shareholders of Daniels is conlingent on the achievement of profit largets over Lhe oncoming 18 monlhs.

Estimated fair value of identiffable assels acquired and liahilities assurned, on a provisional basis

Trade and olher receivables 5,143
Invenlories 4,095
Properly, planl and equipment 762
Trade and olher payables (2,667)

7,333

Estimated goodwill as a resutt of the acquisition

Eslimaled fair value of consideralion 25,560
Less eslimaled fair value of idenlifiable nel assels assumed (7,333}

18,227
This goodwill amounl is nol expecled to be deduclible for lax purposes.

Daniels acquisition-related costs

During the year the group incurred acquisition-relaled cosls of $501.000 relaled largely 1o external lagal feas, consulling and due diligence cosls,
ravel and accommodalion. These costs have been included as adminislrative expenses wilhin the consolidaled income slalemenl, but have been
axcluded from Lhe underlying profit resull of the group. No other acquisition-relaled cosls were incurred.

Equity Raising

Funding for the acquisilion will be parlially sourced lhrough an instilutional placement Lo raise up lo $12.5 million along wilh a share purchase plan lo
raise a maximum of $5.0 million. Shares will be issued al a fixed price of $1.40 per new share. Shareholders eligible under the share purchase
plan will be able 10 acquire up o a maximum of $10,000 of new shares.
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DIRECTOR’S DECLARATION

Codan Limited and controlied entities

In the opinion of the directors of Codan Limited (“the company”™):

(a)

(b)

(c)

(d)

the consolidated financial statements and notes, set out on pages 25 to 64, are in accordance
with the Corporations Act 2001, including:

{i} giving a frue and fair view of the financial position of the consolidated entity as at 30 June
2012 and its performance, as represented by the results of its operations and its cash
flows, for the financial year ended on that date; and

{ii) complying with Australian Accounting Standards and the Corporations Regulations 2001,
and

the financial report also complies with Intemational Financial Reporting Standards as disclosed in
Note 1(a};

the remuneration disclosures that are contained in the Remuneration report in the Directors’
report comply with Australian Accounting Standards AASB 124 Related Parly Disclosures, the
Corporations Act 2001 and the Corporations Regulations 2001;

there are reasonable grounds to believe that the company will be able to pay its debts as and
when they become due and payable;

there are reasonable grounds to believe that the company and the group entity identified in Note
33 will be able to meet any obligations or liabilities to which they are or may become subject to by
virtue of the Deed of Cross Guarantee between the company and the group entity pursuant to
ASIC Class Order 98/1418; and

the directors have been given the declaration required by Section 295A of the Corporations Act
2001 by the chief executive officer and the chief financial officer for the financial year ended 30
June 2012,

Dated at Newton this 6th day of August 2012.

Signed in accordance with a resolution of the directors:

D A

pr G D Klingner

D S McGurk
Director Director
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Independent auditor’s report to the members of Codan Limited
Report on the financial report

We have audited the accompanying financial report of Codan Limited (the company), which
comprises the consolidated balance sheet at 30 June 2012, and consolidated income statement
and consolidated statement of comprehensive income, consolidated statement of changes in
equity and consolidated staternent of cash flows for the year ended on that date, notes 1 to 35
comprising a summary of significant accounting policies and other explanatory information and
the directors’ declaration of the Group comprising the company and the entities it controlled at
the year’s end or from time to time during the financial year.

Directors’ responsibility for the financial report

The directors of the company are responsible for the preparation of the financial report that
gives a true and fair view in accordance with Australian Accounting Standards and the
Corporations Act 2001 and for such internal control as the directors determine is necessary to
enable the preparation of the financial report that is free from material misstatement whether
due to fraud or error. In note 1(a), the directors also state, in accordance with Australian
Accounting Standard AASB 101 Presentation of Financial Statements, that the financial
statements of the Group comply with Intemational Financial Reporting Standards.

Auditor’s responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We
conducted our audit in accordance with Australian Auditing Standards. These Auditing
Standards require that we comply with relevant ethical requirements relating to audit
engagements and plan and perform the audit to obtain reasonable assurance whether the
financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial report. The procedures selected depend on the auditor’s judgement,
including the assessment of the risks of material misstatement of the financial report, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation of the financial report that gives a true and fair view in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control, An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall presentation of the financial
report.

We performed the procedures to assess whether in all material respects the financial report
presents fairly, in accordance with the Corporations Act 2001 and Australian Accounting
Standards, a true and fair view which is consistent with our understanding of the Group’s
financial position and of its performance.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
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Independence

In conducting our audit, we have complied with the independence requirements of the
Corporations Act 2001.

Auditor's opinion

In our opinion:

(a) the financial report of the Group is-in accordance with the Corporations Act 2001,
including:

(i)  giving a true and fair view of the Group’s financial position as at 30 June 2012 and
of its performance for the year ended on that date; and

(ii) complying with Australian Accouniting Standards and the Corporations
Regulations
2001,

(b) the financial report also complies with International Financial Reporting Standards as
disclosed in note 1(a).
Report on the remuneration report

We have audited the remuneration report included in pages 5 to 12 of the directors’ report for
the year ended 30 June 2012. The directors of the company are responsible for the preparation
and presentation of the remuneration report in accordance with Section 300A of the
Corporations Act 2001. Qur responsibility is to express an opinion on the remuneration report,
based on our audit conducted in accordance with auditing standards.

Auditor's opinion

In our opinion, the remuneration report of Codan Limited for the year ended 30 June 2012,
complies with Section 300A of the Corporations Act 2001,
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Faulkner
ariner

Adelaide
6 August 2012
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