











6. Revenue
$ $

Revenue

Sale of services 9,264,313 8,266,798
Sale of tests 220,645 120,387
Interest income 101,389 105,677

9,586,347 8,492,862

7. Other Income
$ $
Other income

Government grants 160,907 150,000

160,907 150,000

Government grants have been received for assistance in marketing the product to export markets. There are no
unfulfilled conditions and contingencies attaching to these grants.
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notes to the financial statement continued...

8. Expenses
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Cost of Sales

Direct project costs

Direct employment expenses - salary & wages
Direct bonuses

Direct defined contributions plan expense
Direct contractors

Direct depreciation

Direct travel

Direct freight

Direct expenses - other

Finance costs

Finance charges paid on banking facilities
Interest Expense

Fair value loss on derivative

Depreciation and amortisation included in profit or loss

Direct depreciation expense included in Cost of Sales

Direct depreciation
Other indirect depreciation expenses

Depreciation and amortisation expense

Consolidated
2010 2009
$ $

(700,917) (350,610)
(1,958,887) (1,789,954)
(101,752) (110,214)
(86,730) (72,948)
(81,175) -
(393,704) (213,945)
(232,632) (136,747)
(185,441) (110,163)
(137,724) (4,343)

(3,878,962) (2,788,924)

(24,637) (18,507)
(5,962) (3,988)
(27,152) -

(B67,781) (RR,495)

(393,704) (213,945)

(39,173) (43,449)

Total depreciation and amortisation expenses (432,877) (257,394)

Rental outgoing and relocation expenses
Minimum Lease payments

Outgoings

cogstate limited

(164,518) (127,809)
(51,556) (37,873)

(216,074 (165,682)



(e) Employee benefits expense
Employment expenses included in Cost of Sales

Direct wages & salaries (1,958,887) (1,789,954)
Direct bonuses (101,752) (110,214)
Direct defined contributions plan expense (86,730) (72,948)
Direct contractors (81,175) -
Other indirect employment expenses
Wages and Salaries (2,211,720) (2,251,939)
Defined contributions plan expense (102,641) (133,885)
Annual leave provision (130,807) (51,680)
Long service leave provision (17,118) (27,776)
Share based payment expense (341,044) (237,389)

(2,803,330) (R,702,669)
Total employee benefits expense (8,031,874) (4,675,785)

() Research and development costs
(61,274) (200)

Research & development costs charged directly to operating
expenses in profit or loss

(& Administrative expenses

General administration expenses (248,349) (230,449)
Communications expenses (103,102) (90,484)
Insurance expenses (250,872) (176,843)
ASX and share registry fees (52,888) (43,980)
Financial consultants (111,675) (102,126)

(766,886) (643,882)

(h) Non-operating item - Contract termination fees

Contract termination fees (303,854) (876,352)

These fees were incurred as a consequence of the termination of an outsourced project management contract and were
payable by CogState to a supplier of contract management services. These fees were incurred outside of the normal
operating activities of the Company.

Further contract termination fees arising from this matter are expected to be payable from future contracted revenues.
The presently estimated amounts of these payments are

Year ending 30 June 2011: $170,000
Year ending 30 June 2012: $50,000

Refer Note 27(c) for further details.

2010 financial report 67



notes to the financial statement continued...

9. Income Tax
The major components of the income tax expense/(benefit) are:

(a) Income tax expense

Consolidated
2010 2009
$ $

Current income tax

Current income tax charge
R&D tax rebate
Income tax payable/(recoverable) for prior year

Deferred Income tax

83,098 106,271
- (204,994)
(6,839) (230)

Relating to origination and reversal of temporary differences

Relating to the recognition of tax losses

Income tax expense/(benefit) reported in the statement of

comprehensive income

() Amounts charged or credited directly to equity

(33,361) (39,478)
(1,301,519)

(1,287,7 (138,431)

©
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Deferred income tax related to items charged or credited directly to equity

Income tax expense/(benefit) reported in equity _ _

Numerical reconciliation between aggregate tax expense recognised in the statement of comprehensive
income and tax expense calculated per the statutory income tax rate

A reconciliation between tax expense and the product of accounting profit before
income tax multiplied by the Group’s applicable income tax rate is as follows
Accounting profit/(loss) before tax 379,893 1,291,203

At the parent entity's statutory income tax rate of 30% (2009 30%) 113,968 387,361
R&D tax rebate - (204,994)
Income tax payable/(recoverable) for prior year (6,839) (230)
Expenditure not deductible for income tax purposes 89,660 92,605
Tax losses (recognised)/unrecognised (1,440,568) (872,753)
Recognition of net deferred tax asset/liability (33,361) (39,478)
Foreign tax rate adjustment and other translation adjustments 19,419 (942)

Income tax expense/(benefit) reported in the statement of
comprehensive Income (1,287,721) (138,431)

cogstate limited



Statement of financial Statement of
2010 2009
$ $

Deferred income tax at 30 June relates to the following:

(d) Recognised deferred tax assets and liabilities

position comprehensive income

Deferred tax liabilities

Accrued interest income (8,310) (4,391) (3,919)

Unrealised foreign exchange gain (12,480) (941) (11,538)

(998)
(941)

Deferred tax assets

Unrealised foreign exchange loss 10,373 (10,373)
Provision for doubtful debts 162 1,323 (1,161)
Employment benefits 133,172 89,076 44,096
Accrued interest expense 1,106 - 1,106
Accrued expenses 21,571 6,986 14,585

Less unrecognised deferred tax asset - - -
Unused tax losses 1,301,519 - 1,301,519

Foreign exchange movement on opening deferred
tax balances

10,373

1,323
14,660
(5,153)
(3,259)
23,473

Deferred tax income/(expense) 1,457,530 107,758 1,334,880 39,478

(e) Benefit of income tax losses not brought to account
Consolidated
2010 2009
$ $
Unused tax losses for which no deferred tax asset

has been recognised 1,214,961 5,678,362
Potential asset calculated at 30% 364,488 1,703,509

The benefit will only be obtained if:

a) The company derives future assessable income of a nature and of an amount
sufficient to enable the benefits from the deductions for the losses to be realised.
Based on 2 years of taxable profits and our knowledge of future events including
contracted and forecast sales this supports our view of sufficient future taxable
profits being available to offset our unused tax losses;

b) The company continues to comply with the conditions for deductibility imposed by
law; and

c) No changes in tax legislation adversely affect the company in realising the benefit
from the deductions for the losses.
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10. Earnings Per Share
Basic earnings per share amounts are calculated by dividing net profit for the year attributable to ordinary equity holders
by the weighted average number of ordinary shares outstanding during the year.

Diluted earnings per share amounts are calculated by dividing the net profit attributable to ordinary equity holders by
the weighted average number of ordinary shares outstanding during the year plus the weighted average number of
ordinary shares that would be issued on the conversion of all the dilutive potential ordinary shares into ordinary shares.

The following reflects the income and share data used in the basic and diluted earnings per share computations:

2010 2009
$ $

Net profit/(loss) attributable to ordinary equity holders 1,637,615 1,429,634
2010 2009

Number Number

Weighted average number of ordinary shares for basic earnings per share 65,938,466 63,807,490

Effect of Dilution
Share options

Weighted average number of ordinary shares adjusted for the effect of dilution 69,378,974 65,215,333

3,440,508 4,730,000
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11. Current Assets - Cash And Cash Equivalents

Cash at bank earns interest at floating rates based on daily bank deposit rates.

Short-term deposits are made for varying periods of between one day and three months, depending on the immediate
cash requirements of the Group, and earn interest at the respective short-term deposit rates.

Other short-term deposits represent certificates of deposit used to secure the Group’s credit card facilities and other
deposits with a maturity of greater than three months Despite their maturity term these deposits are readily convertible
to a known amount of cash and are subject to an insignificant risk of changes in value.

The fair value of cash, cash equivalents, short term deposits, and other short term deposits is $3,092,436 (2009:

$3,030,395).
2010 2009
$ $
Cash at bank and in hand 664,218 1,044,645
Short-term deposits 1,512,494 1,826,450

Total cash and cash equivalents 2,176,712 2,871,095

Other short-term deposits 915,725 159,300

Total cash and short term deposits* 3,092,437 3,030,395

Reconciliation to Statement of Cash Flows

For the purposes of the Statement of Cash flows, cash, cash equivalents and
short term deposits comprise the following at 30 June:

Cash at bank and in hand 664,218 1,044,645
Short-term deposits 1,512,494 1,826,450
Other short-term deposits* 915,725 159,300

3,092,437 3,030,395

*Other short term deposits are readily convertible to cash
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12. Current Assets - Trade And Other Receivables

Consolidated

$ $

Trade receivables 1,624,012 2,113,661
Other receivables - 36,775
Allowance for impairment loss (a) (541) 4,410)

1,623,471 2,146,026

(a) Allowance for impairment loss

Trade receivables are non-interest bearing and are generally on 30-60 day terms. A provision for impairment loss is
recognised when there is objective evidence that an individual trade receivable is impaired. An impairment loss of $541
(2009: $4,410) has been recognised by the consolidated group in the current year. These amounts have been included
in revenue.

Movements in the provision for impairment loss were as follows:

Consolidated

2010 2009

At 1 July (4,410) (465
Charge for the year (541) (4,410)
Amounts recovered (provision written back) 4,410 465

Amounts written off (included in revenue)

At 30 June (541 (4,410
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At 30 June 2010 the aging analysis of trade receivables is as follows:

61-90 61-90 +90 +90
0-30 31-60 days days days days
days days PDNT* CI+ PDNT* CI+
2010 Consolidated 1,614,427 8,464 - - 440 541
2009 Consolidated 2,103,219 - - - 6,033 4,410
*Past due not impaired (PDNI)

+Considered impaired (Cl)

Receivables past due but not considered impaired are: Consolidated $440 (2009: $6,033). These amounts are not
considered significant to the company and payment terms on them have not been re-negotiated. The company has
been in direct contact with the relevant debtor and is satisfied that payment will be received in full.

Other balances within trade and other receivables do not contain impaired assets and are not past due. It is expected
that these other balances will be received when due.

(b) Fair value and credit risk
Due to the short term nature of these receivables, their carrying value is assumed to approximate their fair value.

The maximum exposure to credit risk is the fair value of receivables. Collateral is not held as security, nor is it the
Group’s policy to transfer (on-sell) receivables to special purpose entities.

(@) Foreign exchange and interest rate risk

Detail regarding foreign exchange and interest rate risk exposure is disclosed in note 3.
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13. Current Assets — Other Current Assets

Consolidated

2010 2009
$ $

Accrued income 157,467 14,638
Prepayments 59,350 28,597
Deposits paid 35,942 36,219
GST receivable 10,196 5,305
Income tax receivable 2,410 =
Deferred expenses 5,274 4,528

Total other assets 270,639 89,287
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14. Non Current Assets - Investment In Joint Ventures

In May 2010 CogState formed a joint venture company Axon Sports LLC in partnership with Quixote Investments LLC,
a Portland Oregon based investment group. As part of the agreement CogState will exclusively license its technology
used to assess the cognitive condition of concussed athletes to Axon Sports for use in the North American market.

Axon Sports will initially provide baseline and after-injury tests to young athletes across North America in ways that are

easily accessible, convenient, affordable and understandable for all individuals.
Consolidated
2010 2009
$ $
(a) Investment details

Unlisted
Axon Sports LLC 562,719 _

(b) Movement in carrying amount of the Group's investment in Axon Sports LLC

At 30 June 2009 - -
Initial investment in Axon Sports LLC 584,512 -
Share of losses (21,793)

(¢) Summaprised financial information

Extract from Axon Sports LLC's statement of financial position

Current assets 1,158,726 -
Non-current assets 17,256

—
Current liabilities (51,055)

Non-current liabilities

Share of Axon Sports LLC net assets 562,463 -

Extract from Axon Sports LLC's statement of comprehensive income
Revenue = =

Expenses (43,586)

There are no contingent liabilities relating to Axon Sports LLC.
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15. Non Current Assets - Property, Plant And Equipment

Consolidated
Office Furniture and Equipment $
Year ended 30 June 2010

At 1 July 2009, net of accumulated depreciation 698,061
Additions 985,729
Disposals (15,006)
Depreciation charge for the year (432,877)

At 30 June 2010, net of accumulated depreciation 1,235,907

At 1 July 2009
Cost or fair value 1,274,207

Accumulated depreciation (576,146)
Net Carrying amount 698,061

At 30 June 2010
Cost or fair value 2,211,070

Accumulated depreciation (975,163)

Net Carrying amount 1,235,907

Office Furniture and Equipment
Year ended 30 June 2009

At 1 July 2008, net of accumulated depreciation 478,414
Additions 480,994
Disposals (3,953)
Depreciation charge for the year (257,394)

At 30 June 2009, net of accumulated depreciation 698,061

At 1 July 2008
Cost or fair value 801,009

Accumulated depreciation (322,595)

Net Carrying amount 478,414

At 30 June 2009
Cost or fair value 1,274,207

Accumulated depreciation (576,146)

Net Carrying amount 698,061
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16. Non Current Assets - Intangible Assets
(a) Reconciliation of carrying amounts at the beginning and end of the period

Intellectual Property
Year ended 30 June 2010

At 1 July 2009

Additions - purchased intellectual property

Consolidated

401,584

At 30 June 2010 401,584

Year ended 30 June 2009
At 1 July 2008

Additions - purchased intellectual property

401,584

At 30 June 2009 401,584

(b) Description of the Group’s intangible assets
(i) Intellectual Property

Intangible assets include acquired intellectual property
rights over key business technologies and processes.
These intangible assets have been determined to have
indefinite useful lives and the cost model is utilised for
their measurement. These technologies form the basis
of the CogState business and this fact has allowed
the Group to determine that these assets have an
indefinite useful life. If an impairment indication arises,
the recoverable amount is estimated and an impairment
loss is recognised to the extent that the recoverable
amount is lower than the carrying amount.

(¢) Impairment losses recognised
(i) Continuing Operations
These assets were tested for impairment during the

year ended 30 June 2010. No impairment loss was
recognised for operations in the 2010 financial year.

(@ Impairment tests for intangibles with
indefinite useful life

Acquired intellectual property rights have been allocated
to one individual cash generating unit, which is a
reportable segment, for impairment testing as follows:

¢ Cognitive testing cash generating unit;

Cognitive testing cash generating unit

The recoverable amount of the Cognitive testing
unit has been determined based on a value in use
calculation using cash flow projections based on
financial budgets approved by senior management
covering a three year period. Management believes
projections spanning a period greater than 3 years

would be misleading due to CogState’s short history
and lack of stable trend indicators.

The pre-tax discount rate applied to cash flow
projections is 20%.

Key assumptions used in value in use calculations
for the Cognitive testing cash generating unit for
30 June 2010 and 30 June 2009.

The following describes each key assumption on which
management has based its cash flow projections when
determining the value in use of the Cognitive testing
cash generating unit.

Budgeted gross sales - the basis used to determine
the value assigned to the budgeted gross sales is

the contracted sales for the coming periods taken

at the date of the budget formulation, increased for
expected new contractual agreements. Thus, values
assigned to gross sales reflect past experience, except
for new contractual agreements, which are estimated
at approximately the same level as the most recent
financial year, over half of which, for the next financial
year, are being tendered for.

Budgeted operating expenses - the basis used to
determine the value assigned to the budgeted operating
expenses is the level of the most recent financial year
increased on average by the consumer price index

plus one percentage point. Thus, values assigned to
operating expenses reflect past experience, whilst
allowing for general price rises and additional costs
necessary for a Group in a growth phase.

Bond rates - the yield on a three-year government bond
rate at the end of the most recent financial year is used.
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17. Current Liabilities - Trade And Other Payables

Consolidated

2010 2009
$ 3$

Other Payables

Employee related payables 310,268 526,539
Accrued Payables 300,293 410,178
Revenue in advance (b) 365,119 40,973

975,679 977,690

(@) Trade payables are non-interest bearing and are normally settled on 30-day terms.
(b) Revenue in advance

Revenue in advance represents amounts that have been invoiced and paid during the year but which have not been
recorded as revenue during the year because of obligations under the particular sales contracts that have not been
performed at year end.

(c) Fair value

Due to the short term nature of these payables, their carrying value is assumed to approximate their fair value.
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18. Provisions

Consolidated

Annual Long Service
Leave Leave Total
$ $ $

At 1 July 2009, 203,979 92,940 296,919
Arising during the year 293,430 63,451 349,335
Utilised (209,870) - (202,324)

Unused amounts reversed

At 30 June 2010 287,639 156,391 443,930

Current 2010 287,539 118,384 405,923
Non-current 2010 38,007 38,007

287,539 156,391 443,930
Current 2009 208,979 66,783 270,762
Non-current 2009 26,157 26,157

203,979 92,940 296,919
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19. Derivative Financial Instruments

2010 2009
$ $
Forward currency contracts — held for trading 27,152 -

Current Liabilities

a) Instruments used by the group

Derivative financial instruments are used by the Group in order to hedge exposure to fluctuations in foreign currency
rates.

(i) Forward currency contracts

Approximately 89% of the Group’s sales are denominated in US Dollars, whilst approximately 73% of costs are
denominated in AU Dollars. In order to protect against exchange rate movements, the Group has entered into forward
currency contracts to sell US dollars. These contracts are hedging future transfers from US Dollars to AU dollars for
working capital requirements and they are timed to mature monthly when its estimated AU Dollars will be needed.

At balance date, the details of outstanding contracts are:

2010 2009 2010 2009
$ $ $ $
Sell US$ maturity 3-15 months - consolidated 1,200,000 - 0.8420 -

Due to the uncertainty in determining the forward contracts effectiveness, the movements in the fair value of the forward
contracts is recorded in profit or loss.
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20. Contributed Equity

a) Ordinary Shares

2010 2009

$ $

Ordinary Shares 14,303,130 14,197,010
Fully paid ordinary shares carry one vote per share and carry the right to dividends.

Movement in ordinary shares on issue

At 1 July 2008 51,891,764 12,853,184
Private placement - July 2008 7,783,765 799,393
Rights issue — General application September 2008 4,490,597 461,184
Rights issue — Directors September 2008 1,476,960 151,684
Transaction costs for above items (68,435)
At 1 July 2009 65,643,086 14,197,010
Exercise of options 709,831 106,120

At 30 June 2010 66,352,917 14,303,130

b) Capital management

When managing capital, management’s objective is to ensure the entity continues as a going concern as well as to
maintain optimal returns to shareholders and benefits for other stakeholders. Management also aims to maintain a
capital structure that ensures the lowest cost of capital available to the entity.

The company achieved a profit for the first time in 2009. It was considered prudent at that time that no dividend be
paid in respect of the year ended 30 June 2009. After consideration of working capital requirements to fund expansion
into new markets, such as the Axon Sports joint venture in the USA, the Board has resolved that no dividend should be
declared in respect of the year ended 30 June 2010.

The Group is not subject to any externally imposed capital requirements.

2010 financial report 81



notes to the financial statement continued...

21. Retained Earnings And Reserves

Consolidated

$ $

Balance 1 July 2009 (10,196,689) (11,626,323)

Retained earnings
Movement in retained earnings were as follows:

Net profit/(loss) for the year 1,637,615 1,429,634

Balance 30 June 2010 (8,859,074) (10,196,689)

Share Option Reserve
Movement in reserves were as follows:

Balance 1 July 2009 935,857 698,468
Share based payments 341,044 237,389
Balance 30 June 2010 1,276,901 935,857
Employees 1,081,154 750,820
Non-employees 195,747 185,037

1,276,901 935,857

Share option reserve

This reserve is used to record the value of equity benefits provided in a share based payment transaction to employees
and directors as part of their remuneration. Refer to note 25 for further details of these plans.

This reserve is also used to record the value of equity benefits provided in share based payment transactions outside of
the employee plan. In the financial year 2007 CogState issued two tranches of one million options each under separate
underwriting agreements as part of its capital raising activities. These options have since lapsed however the value of
these are recognised in this reserve.

Management have also granted options as compensation to an external consultant based in the US in recognition of his
services to the company.
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22. Parent Entity Information

Information relating to CogState Ltd:
Current assets

Total assets

Current liabilities

Total liabilities

Issued capital

Retained earnings

Share based payment reserve

Total shareholders’ equity

Profit or loss of the parent entity

Total comprehensive income of the parent entity

Guarantee entered into by the parent entity in relation to lease of premises

Contractual commitments in relation to commercial leases

$ $

6,680,034 5,071,267
8,260,990 6,237,012
1,608,236 1,547,430
1,608,236 1,573,587
14,303,130 14,197,010
(8,775,755) (10,393,747)
1,125,377 860,162
6,652,752 4,663,425
1,617,993 1,283,787
1,617,993 1,283,787
88,784 -
787,564 106,844
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3. Statement Of Cash Flows
$ $
Reconciliation of Net Profit/loss after tax to net cash flows from operations

Net profit/(loss) 1,637,615 1,429,634
Adjustments for:

Depreciation 432,877 257,394
Written down value of disposed plant and equipment (8,815) 2,942
Net exchange differences 58,269 (115,736)
Share options expensed 341,044 237,389
Interest Received (82,991) (94,230)
Fair value of derivatives 27,152 =

Change in assets and liabilities

(Increase)/decrease in trade and other receivables 522,555 (1,533,248)
(Increase)/decrease in prepayments (30,753) (5,420)
(Increase)/decrease in deferred tax assets (1,349,773) (41,417)
(Increase)/decrease in other assets (148,188) 86,765
Increase/(decrease) in trade and other payables (118,411) 600,526
Increase/(decrease) in income tax payable (38,369) 3,865
Increase/(decrease) in deferred tax liabilities 15,457 1,940
Increase/(decrease) in provisions 151,178 84,171

Net cash generated by operating activities 1,408,847 914,575
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24. Related Party Disclosure

(a) Subsidiaries

% Bquity Interest Investments ($)
Country of Incorporation 2010 2009 2010 2009

CogState Inc USA 100% 100% 13 13
CogsState Sport Inc USA 100% - 562,719 -
(b) Ultimate parent (e) Director-related entity transactions

CogState Limited is the ultimate parent of the group. Directors of the Company and their director-related

(¢) Jointly controlled entity entities, conduct transactions with the Company within

The Group has a 50% interest in Axon Sports LLC a normal employee, customer or supplier relationship

(2009: 0%), which will distribute the CogState Sport on terms and conditions no more favourable than
product in the US. those with which it is reasonable to expect the

Company would have adopted if dealing with a director
(@ Loans to subsidiaries or director-related entity at arm’s length in similar
On 3 August 2006 CogState Inc received a loan of up to circumstances.
$1,000,000 from the ultimate parent company CogState
Limited for working capital purposes at an interest rate
of 8%, payable annually. CogState Limited may call
on this loan at any time, by giving 30 days notice to
CogState Inc, and require them to repay the whole, or
part of the remaining balance. The maximum term of
the loan ends on 2 August 2016.

On 17 June 2010 CogState Sport Inc received a loan
from CogState Inc for the investment in Axon Sports
LLC at an interest rate of 4.4%, payable annually.
CogState Inc may call on this loan at any time, by giving
30 days notice to CogState Sport Inc, and require them
to repay the whole, or part of the remaining balance.
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25. Key Management Personnel
(a) Compensation by category: Key Management Personnel

Consolidated
2010 2009
$ $
Short Term 1,431,681 1,651,719
Post Employment 98,513 92,891
Other Long-Term - -
Termination Benefits = -

Share-based Payment 250,500 157,340

1,780,694 1,801,950

The fair value of options granted as part of director and executive remuneration have been calculated using a Binomial
option pricing model, which takes account of factors including the option exercise price, the current level and volatility
of the underlying share price, the risk free interest rate, expected dividends on the underlying share, current market
price of the underlying share and the expected life of the option.
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(b) Option holdings of Key Management Personnel (Consolidated)

Vested at 30 June 2010

Balance at Balance
beginning Net at end of Subject
of period Granted as Options | Change period to Not
1-Jul-09 | Remuneration | Exercised Other 30-Jun-10 Escrow | Exercisable | Exercisable

Directors
M Myer * 1,735,262 100,000 - - 1,835,262 1,670,818 - 1,670,818 -
R Morgan 315,000 100,000 - - 415,000 250,556 - 250,556 -
D Simpson 315,000 100,000 - - 415,000 250,556 - 250,556 =
M Wooldridge 315,000 100,000 - - 415,000 250,556 - 250,556 -
B O’Connor 1,970,000 300,000 = = 2,270,000 1,314,028 - 1,314,028 -
Executives
P Maruff 2,268,153 - - - 2,268,153 1,775,375 - 1,775,375 -
D Darby 719,551 - - - 719,551 469,551 - 469,551 -
S Egholm 650,000 - - - 650,000 252,778 - 252,778 -
J Harrison 1,052,265 (574,414) 477,851 104,974 104,974

9,340,231 700,000 | (874,414) - 9,465,817 | 6,339,192 - 6,339,192 -

Vested at 30 June 2009

Balance at Balance
beginning at end of Subject
of period Granted as Options period 30- to
1-Jul-08 | Remuneration | Exercised Jun-09 Escrow | Exercisable | Exercisable
Directors
M Myer 1,590,262 145,000 - - 1,735,262 1,590,262 - 1,590,262 -
R Morgan 170,000 145,000 - - 315,000 170,000 - 170,000 -
D Simpson 170,000 145,000 - - 315,000 170,000 - 170,000 -
M Wooldridge 170,000 145,000 - - 315,000 170,000 - 170,000 -
B O’Connor 1,510,000 460,000 - - 1,970,000 551,389 - 551,389 -
Executives
P Maruff 1,508,153 760,000 = = 2,268,153 1,410,931 = 1,410,931 -
D Darby 269,551 450,000 - - 719,551 208,440 - 208,440 -
S Egholm - 650,000 - - 650,000 - - - -
J Harrison 667,265 385,000 1,052,265 333,633 333,633

* Of total option hold 1,080,150 are Investor Options issued conjunction with capital raising.
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(e) Shareholdings of Key Management Personnel (Consolidated)

Granted as Remuneration
Balance Acquired via Acquired Balance
1-Jul-09 Vested | Not Vested Forfeited | Rights issue On-Market 30-Jun-10

Directors
M Myer 12,500,000 - - - - 510,000 13,010,000
R Morgan 323,513 - - - - - 323,513
D Simpson 607,538 - - - - - 607,538
M Wooldridge 120,743 - - - - - 120,743
B O’Connor 416,158 - - - - 2,041,667 2,457,825
Executives
D Darby 1,954,890 - - - - 1,954,890
Granted as Remunerati
I

1-Jul-08 Vested | Not Vested Forfeited | Rights issue On-Market 30-Jun-09
Directors
M Myer 8,197,941 - - - 1,298,075 3,003,984 12,500,000
R Morgan 279,289 - - - 44,224 - 323,513
D Simpson 524,489 = = = 83,049 = 607,538
M Wooldridge 104,237 - - - 16,506 - 120,743
B O’Connor 351,052 - - - 35,106 30,000 416,158
Executives
D Darby 1,777,172 - - - 177,718 1,954,890
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26. Share Based Payment Plans

(a) Recognised Share Based Payments Expenses

(b) Employee Share Option Plan, ‘ESOP’

An employee share scheme has been established where
CogState Limited may, at the discretion of the Board,
grant options over the ordinary shares of CogState
Limited to executives and certain members of staff

of the Group, and to directors, subject to shareholder
approval in required circumstances. The options, issued
for nil consideration directly to employees, are granted
in accordance with guidelines established by the
directors of CogState Limited, with a recommendation
from the management of CogState Limited, although
the directors retain the final discretion on the issue of
options. Until April 2009 the options were issued for

a term of 10 years. The options are now issued for a
period of 5 years.

In most cases, one third of the options are exercisable
on the first anniversary of the date of the grant. The
remaining two thirds of the options are progressively
exercisable on a monthly basis over the following

24 months. In respect of options issued to Mr Brad
O’Connor, Chief Executive Officer and approved by an
Extraordinary Meeting of Shareholders on 22 February

(¢) Summaries of options granted under ESOP

Consolidated

2010 2009
$ 3$
Expense arising from equity settled share-based payment expenses 341,044 237,389

2006, the following additional vesting conditions apply:

50% of the options can be exercised by Mr O’Connor
when the share price of the Company’s ordinary shares
reaches $0.30 and for a period of at least one calendar
month after the share price has reached $0.30, the
average closing price of the Company’s ordinary
shares is at least $0.30 and the remaining 50% of the
options can be exercised when the share price of the
Company'’s ordinary shares reaches $0.40 and for a
period of at least one calendar month after the share
price has reached $0.40, the average closing price of
the Company’s ordinary shares is at least $0.40.

The options cannot be transferred and will not be
quoted on the ASX. There are no cash settlement
alternatives. There are currently 5 directors and 26
executives/staff eligible for this scheme.

CogState management has decided to suspend all
allocations under the CogState Employee Option
scheme until further notice as a result of recent tax
changes in Australia that will impact staff members
involved in the plan.

The following table illustrates the number (No.) and weighted average exercise prices (WAEP) of and movement in share

options issued during the year:

Outstanding at the beginning of the year

Granted during the year 775,000
Forfeited during the year (30,000)
Exercised during the year

Expired during the year

Outstanding at the end of the year 10,845,699

(709,831)

2010 2010 2009 2009
I

10,810,530

$0.19 6,080,530 $0.23
$0.25 5,135,000 $0.15
$0.24 (405,000) $0.19
$0.15 5 5

$0.20 10,810,530 $0.19
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notes to the financial statement continued...

The outstanding balance as at 30 June 2010 is represented by

Number of options Grant Date Vesting Date Expiry Date

204,229 9-May-01 9-May-04 9-May-11 $0.24
75,640 30-Jan-02 30-Jan-05 30-Jan-12 $0.36
42,025 13-May-03 13-May-06 13-May-13 $0.36
63,034 13-Jul-03 13-Jul-06 31-Jul-13 $0.38
81,524 2-Nov-03 2-Nov-06 2-Nov-13 $0.38

331,975 27-Jan-04 27-Jan-07 27-Jan-14 $0.38

676,966 18-May-04 18-May-07 18-May-14 $0.28
138,750 15-Oct-04 15-Oct-07 15-Oct-14 $0.24
68,750 9-Feb-05 9-Feb-08 15-dan-15 $0.19

407,872 30-May-05 30-May-08 30-May-15 $0.10
150,000 19-Jan-06 19-Jan-09 19-Jan-16 $0.12
847,500 22-Feb-06 22-Feb-09 1-Dec-15 $0.12
175,000 26-May-06 26-May-09 26-May-16 $0.28
600,000 9-Nov-06 9-Nov-08 9-Nov-10 $0.50
50,000 9-Nov-06 9-Nov-09 9-Nov-16 $0.19

600,000 17-May-07 17-May-10 17-May-17 $0.21

250,000 8-Aug-07 8-Aug-10 8-Aug-17 $0.17

250,000 25-Oct-07 25-Oct-10 25-Oct-17 $0.17
185,351 12-Dec-07 12-Dec-10 12-Dec-17 $0.17

1,527,083 5-Aug-08 5-Aug-11 5-Aug-18 $0.10
500,000 23-Oct-08 23-Oct-11 23-Oct-18 $0.15
1,040,000 24-Oct-08 24-Oct-11 24-Oct-18 $0.10
650,000 30-Apr-09 30-Apr-12 30-Apr-19 $0.20
1,155,000 26-Jun-09 26-Jun-12 26-Jun-14 $0.24

700,000 30-Oct-09 30-Oct-12 30-Oct-14 $0.24
25,000 31-Mar-10 31-Mar-13 31-Mar-15 $0.29
50,000 9-Mar-10 9-Mar-13 9-Mar-15 $0.30

10,845,699
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The weighted average remaining contractual life for the share options outstanding at 30 June 2010 is 6 years
(2009: 7 years).

The range of exercise prices for options outstanding at the end of the year was $0.10-$0.50 (2009: $0.10-$0.50).
The weighted average fair value of options granted during the year was $0.1989 (2009: $0.1297).

Equity settled transactions
The fair value of the equity-settled share options granted under the option plan is estimated as at the date of grant
using a binomial model taking into account the terms and conditions upon which the options were granted.

The following table lists the inputs to the model used for the years ended 30 June 2010 and 30 June 2009:

2010
30-0ct-09 9-Mar-10 31-Mar-10

Dividend yield (%) 0 0 0
Expected volatility (%) 69.91 68.95 68.66
Risk-free interest rate (%) 5.35% 5.26% 5.51%
Expected life of option (years) 3.5 3.5 3.5
Option exercise price ($) 0.24 0.3 0.29
Weighted average share price at grant date ($) 0.30 0.3 0.29

2009

5-Aug-08 23-0ct-08 24-0ct-08 30-Apr-09 26-Jun-09
0 0 0 0 0

Dividend yield (%)

Expected volatility (%) 73.03 72.21 71.93 71.08 70.56
Risk-free interest rate (%) 6.50% 5.12% 5.08% 4.57% 5.19%
Expected life of option 6.5 6.5 6.5 6.5 3.5
(years)

Option exercise price ($) 0.1027 0.15 0.1027 0.20 0.24
Weighted average share 0.15 0.15 0.15 0.20 0.24

price at grant date ($)

The expected life of the options is based on historical data and is not necessarily indicative of exercise patterns that
may occur. The expected volatility reflects the assumption that the historical volatility is indicative of future trends,
which may also not necessarily be the actual outcome. No other features of options granted were incorporated into the
measurement of fair value.
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notes to the financial statement continued...

7. Commitments And Contingencies
(a) Operating lease commitments — Group as lessee

The Group has entered into commercial leases on the Group’s premises in Melbourne and New Haven, as well as some
items of plant and equipment. These leases have an average life of up to 6 years with renewal options included in the
contracts. There are no restrictions placed upon the lessee by entering into these leases.

During the period the CogState Ltd entered into an operating lease on new premises at Level 2 255 Bourke Street, the
tenancy commenced on 1 April 2010 and will expire on 31 March 2015. CogState Ltd’s operating lease in respect of its
old premises in Melbourne, CogState Ltd’s expires 26 August 2010.

During the period the CogState Inc also amended its operating lease and transferred to a new floor in the same
premises. The new tenancy commenced on 1 July 2010 and will expire on 30 November 2016. CogState Inc’s old
tenancy ceased 30 June 2010.

Future minimum rentals payable under non-cancellable operating leases as at 30 June are as follows:

Consolidated

2010 2009
$ $

Within one year 188,575 134,085
After one year but no more than five years 1,066,262 123,899
More than five years 141,879 -

1,396,716 257,084

(b) Contingent liabilities — Bank guarantee

CogState Limited has a bank guarantee in place for $88,783.75 in respect of the Company’s obligations under the lease
of premises at Level 2/255 Bourke Street, Melbourne.

(c) Contingent liabilities — contract termination fees

The payments of estimated contract termination fees for years ending 30 June 2011 and 30 June 2012, as referred to in
Note 8(h), are contingent upon services being invoiced by CogState Limited to other parties during those financial years
under existing sales contracts, which CogState Limited currently expects will occur.
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8. Bvents After The Balance Sheet Date

No significant events have occurred after balance date.

29. Auditor’s Remuneration
The auditor of CogState Limited is Ernst & Young.

Amounts received or due and receivable by Ernst & Young (Australia) for:

- an audit or review of the financial report of the entity

- other services in relation to the entity

2010 2009
$ $
52,888 47,750
5,150 -

58,038 47,750
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Directors’
Declaration

In accordance with a resolution of the directors of CogState Limited, we state that:
1) In the opinion of the directors:

a) The financial statements and notes of the Company and of the Consolidated
entity are in accordance with the Corporations Act 2001, including:

i) Giving a true and fair view of the Company and the Consolidated entity’s
financial position as at 30 June 2010 and of their performance for the year
ended on that date; and

iy Complying with Accounting Standards and Corporations Regulations 2001;
and

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

2) The financial report complies with Australian Accounting Standards and
International Financial Reporting Standards (IFRS) as issued by the International
Accounting Standards Board.

3) This declaration has been made after receiving the declarations required to be
made to the directors in accordance with section 295A of the Corporations Act
2001 for the financial year ended 30 June 2010.

On behalf of the Board

Martyn Myer AO
Chairman

Melbourne, 24th August 2010
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Independent
auditors report

Independent auditor’s report to the members of CogState Limited

Report on the Financial Report

We have audited the accompanying financial report of
CogsState Limited, which comprises the statement of
financial position as at 30 June 2010, and the statement
of comprehensive income, statement of changes in
equity and statement of cash flows for the year ended
on that date, a summary of significant accounting
policies, other explanatory notes and the directors’
declaration of the consolidated entity comprising the
company and the entities it controlled at the year’s end
or from time to time during the financial year.

Directors’ Respongibility for the Financial Report

The directors of the company are responsible for the
preparation and fair presentation of the financial report
in accordance with the Australian Accounting Standards
(including the Australian Accounting Interpretations) and
the Corporations Act 2001. This responsibility includes
establishing and maintaining internal controls relevant

to the preparation and fair presentation of the financial
report that is free from material misstatement, whether
due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates
that are reasonable in the circumstances. In Note 2(a), the
directors also state that the financial report, comprising
the financial statements and notes, complies with
International Financial Reporting Standards as issued by
the International Accounting Standards Board.

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 our judgment, including the assessment of the
risks of material misstatement of the financial report,
whether due to fraud or error. In making those risk
assessments, we consider internal controls relevant

to the entity’s preparation and fair presentation of the
financial report 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 controls. 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 believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our
audit opinion.

Independence

In conducting our audit we have met the independence
requirements of the Corporations Act 2001. We have
given to the directors of the company a written Auditor’s
Independence Declaration, a copy of which is included
in the directors’ report.
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Auditor’s Opinion
In our opinion:

1. the financial report of CogState Limited is in
accordance with the Corporations Act 2001,
including:

i giving a true and fair view of the consolidated
entity’s financial position at 30 June 2010 and of
its performance for the year ended on that date;
and

i complying with Australian Accounting
Standards (including the Australian Accounting
Interpretations) and the Corporations
Regulations 2001.

2. the financial report also complies with International
Financial Reporting Standards as issued by the
International Accounting Standards Board.

Report on the Remuneration Report

We have audited the Remuneration Report included

in pages 26 to 32 of the directors’ report for the year
ended 30 June 2010. 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. Our responsibility is to
express an opinion on the Remuneration Report, based
on our audit conducted in accordance with Australian
Auditing Standards.
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Auditor’s Opinion

In our opinion the Remuneration Report of CogState
Limited for the year ended 30 June 2010, complies with
section 300A of the Corporations Act 2001.

Crust Llf’{:,;_,s.j
Ernst & Young

-Ij{j-fj{n: LA/ G
W

Joanne Lonergan
Partner

Melbourne
24 August 2010



Shareholder
Information

The shareholder information set out below was applicable as at 10 August 2010.

A. Distribution of Equity Securities
Numbers of equity security holders by size of holding, for each security type are:

Fully paid Options over
Holding Range ordinary shares | unissued shares

1 to 1,000

1,001 to 5,000 108 0
5,001 to 10,000 73 4
10,001 to 100,000 180 11

100,001 and Over

I

Holding less than a marketable parcel 66
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Shareholder Information Continued...

B. Equity Security Holders
Twenty largest equity security holders

The names of the twenty largest holders of ordinary shares are listed below:

- Shareholder Name Quantity _

Myer & Myer Pty Ltd 11,000,000 16.54%
2 GBS Venture Management Pty Ltd 6,470,868 9.73%
3 Asia Union Investments Pty Ltd 6,423,619 9.66%
4 Citicorp Nominees Pty Limited 3,728,187 5.61%
5 ANZ Nominees Limited 3,520,209 5.29%
6 J P Morgan Nominees Australia Limited 2,962,230 4.45%
7 Dr Peter Anthony Bick & Ms Melanie Jo Gribble 2,863,924 4.31%
8 Mr Bradley John O'Connor 2,214,656 3.33%
9 M F Custodians Ltd 2,010,000 3.02%
10  Ravenscourt Pty Ltd 2,000,000 3.01%
11 Daleford Way Pty Ltd 1,741,311 2.62%
12 Dr David Darby & Dr Beverley-Anne Rodan 1,331,514 2.00%
13 Beta Gamma Pty Ltd 1,000,000 1.50%
13 Howitt Nominees Pty Ltd 1,000,000 1.50%
14 Ellam Park Pty Ltd 876,921 1.32%
15  HSBC Custody Nominees (Australia) Limited 730,000 1.10%
16  A/Prof David Gordon Darby 623,376 0.94%
17 Mr David Alexander Simpson & Mrs Dawn Gentry Simpson 607,538 0.91%
18  Mrs Erica Margaret Strong 575,000 0.86%
19  Mr Campbell Dinwoodie Taylor 450,000 0.68%
20 Mr John Farms Scobie 400,000 0.60%

52,529,353 78.99%
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C. Unquoted equity securities

Number Number
on Issue of Holders
Options to acquire ordinary shares 4,941,029 5

Options to acquire ordinary shares, issued under the 10,845,699 29
Directors’ and Executives’ Option Plan

* - Includes two holders who also hold options under the Directors’ and Executives’ Option Plan

D. Substantial Shareholders
Substantial shareholders of ordinary shares in the company are set out below:

Shareholder Name Quantity %

Martyn Myer 13,010,000 19.61%
GBS Venture Management Pty Ltd 6,470,868 9.75%
Asia Union Investments Pty Ltd 6,423,619 9.68%
Citicorp Nominees Pty Limited 3,728,187 5.62%
ANZ Nominees Limited 3,520,209 5.30%

33,152,883 49.96%

E. Voting Rights
All ordinary fully paid shares carry one vote per share without restrictions.

Options do not carry a right to vote.

There is no current on market buy back.
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