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Dear Sharcholder:

You are cordially invited to attend the Annual Meeting of Sharcholders of ResMed Inc. (the “Compuany™) on Thursday,
November 9, 2006, at 2:00 p.m. Pacific Time, (Friday, November 14 in Australia}, in the corporate offices of ResMed
Inc., located at 14040 Danielson Street, Poway, California 92064,

Information about the business of the meeting, the nominees {or election as directors and other proposals is sel forth in the
Notice of Meeting and the Proxy Statement, which are attached. This year you are asked o elect three divectors of the
Company, to approve the ResMed Ine. 2006 [neentive Award Plan, and o ratify the selecton of our independent auditors
for fiscal year 2006.

Very truly yours,

Peter C. Farrell
Chairman and Chiel Executive Officer




RESMED INC.

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
NOVEMBER %, 2066

The 2006 Annual Meeting of Shareholders of ResMed Inc. will be held on November 9, 20066, at 2:00 p.m. Pacific Time in the
corporate offices of ResMed Ine., located at 14040 Danielson Street, Poway, California 92064 for the following purposes:

1. To elect three directors, each (o serve for a three-year lerm;
2. To approve the ResMed Ine. 2006 Incentive Award Plan;

3. To ratify the selection of KPMG LLP as our independent auditors 1o examine our consolidated financial statements for
the fiscal vear ending June 34, 2047, and

4. To transact such other business as may properly come before the meeting.

Please refer to the accompanying proxy staternent for a more complete deseription of the matters (0 be considered at the meeting.
Only shareholders of record at the close of business on September 14, 2006, will be entitled to notice of, and to vote at, the 2006
Annual Meeting and any adjournment thereof.

Only persons with proof of share ownership will be admitted to the Annual Meeting. If you are a shareholder of record, you
will need to bring an admission ticket or proof of share ownership with you to the Annual Meeting, together with photo
identification. If you are a shareholder of record, your admission ticket is attached to your proxy card. If your shares are
not registered in your name, you must bring proof of share ownership (such as a recent bank or brokerage firm account
statement, together with proper ideatification) in order to be admitted to the Anoual Meeting.

It is important that your shares be represented at the annual meeting. Even if you plan to attend the annual meeling in person,
please sign, date and return your proxy form in the enclosed envelope as prompty as possible. This will not prevent vou from
voting vour shares in person if you attend, but will make sure that your shares are represented in the event that you cannot attend.

Please sign, date and refurn the enclesed proxy promptly in the envelope provided, which requires no United States
postage.

By Order of the Board of Directors,

Duvid Pendarvis
Secretary
Dated: September 27, 20006



RESMED INC.

PROXY STATEMENT

Annual Meeting of Shareholders to be held November 2, 2606

General

On behalf of the ResMed Ine. board of directors, we are are soliciting the enclosed proxy for use at the 2006 Annoal Meeting of
Shareholders. The meeting will be held on Thursday, November 9, 2006 at 2:006 p.m. Pacific Time in the corporate offices of
ResMed Inc., located at 14040 Danielson Street, Poway, California 92064, This proxy will be used at the meeting and at any and
all adjournments and postponements of the meeting for the following purposes:

1. To elect three directors, each (o serve for a three-year lerm;
2. To approve the ResMed Ine. 2006 Incentive Award Plan;

3. To ratfy the selection of KPMG LLP as our independent auditors 10 examine our consolidated financial statements for
the fiscal vear ending June 38, 2047, and

4. To transact such other business as may properly come before the meeting.

If you are & sharcholder of record vou may revoke your proxy and change your vote at any time before the proxy is exercised by
giving wrilten notice of revocation o our Secretary at our principal execuotive offices located at 14040 Danielson Streel, Poway,
CA 92064, USA. You may also revoke your proxy and change vour vote by voting in person at the meeting. Please note that your
allendance at the meeting will not constitute a revocation of vour proxy uanless you aclually vote at the meeting.

¥ vou hold our CHESS Units of Foreign Securities {CUFS), in order to vote at the meeling vou must direct the CHESS nominee
how to vote the shares of our common stock underlying your CUFS holdings using the form of proxy the CHESS nominee sent to
yvou. If vou hold your shares in street name, in order to vote at the meeting, yvou must use the legal proxy sent by your broker.
Holding shares in “street name”™ means your ResMed shares are held in an account at a brokerage firm or bank or other nominee
holder and the stock certificates and record owsnership are not in your name. We encourage vou 1o provide instructions 1o your
brokerage {irm or the CHESS nominee, as applicable, by completing the proxy that it sends to you. This will ensure that your
shares are voted at the meeting. If your shares are held in the name of a broker, bank or other nominee, you may change your vote
by submitiing new voting instructions (0 your bank, broker or other record holder. Please note that if your shares are held of record
by a broker, bank or other nominee, and you decide to attend and vote at the meeting, your vote in person at the meeting will not be
effective unless you present a legal proxy, issued in your name from the record holder.

The shares represented by proxies (in the form solicited by the board of directlors) received by us before or at the meeting will be
voted at the meeting. If a choice 13 specified on the proxy with respect to a matter (o be voted upon, the shares represented by the
proxy will be voted in accordance with that specification. If no choice is specified, the shares represented by a properly executed
proxy will be voted: (i) FOR each of the three nominees listed in this proxy statement; {ii) FOR approval of the ResMed Inc. 2006
Incentive Award Plan: and (i) FOR ratification of the selection of KEMG LLP as our independent anditors.

We expect to {irst mail this proxy statement and the accompanying form of proxy to our shareholders on or about October 4, 2006,
Our Annual Report to Sharcholders for fiscal vear 2006 is enclosed with this proxy statement along with a copy of our Annual
Report to the Securites and Exchange Commission (S3EC) on Form 10-K, but those reports do not form a part of the proxy
soliciting materiad. The cost of soliciting proxies will be borne by us. After the original mailing of the proxy soliciting material,
further solichation of proxies may be made by mail, telephone, facsimile, electronic mail, and personal interview by our regular
employees, who will not receive additdonal compensation for such solicitation. We will also request that brokerage firms and other
nominees or fiduciaries forward copies of the proxy soliciting material, Form 10-K and the 2006 Annual Report 10 beneficial
owners of the stock held in their names, and we will reimburse them for reasonable out-of-pocket expenses incurred in doing so.
The Company has also retained Morrow & Co. Ine. (o assist it in solicitation of proxies and has agreed 1o pay approximately



$10.600, plus reimbursement of certain expenses for its services. [n accordance with Delaware law, & list of shareholders entitled to
vote at the meeling will be available at the meeting, and for 14 days before the Annual Meeting at ResMed Inc., located at 14040
Danielson Street, Poway, California 92064 between the hours of 9 a.m. and 4 p.m. local time.

All share numbers presented in this proxy statement reflect our two-for-one stock split effective September 15, 2005.

Voting Secoarities and Voting Rights

Only record holders of our common stock as of the close of business on September 14, 2006 {the “record date™) are entitled to
receive notice of and (o vote at the meeting. At the record date we had 76,303,678 outstanding shares of common stock, the holders
of which are entitled to one vote per share. Accordingly, an aggregate of 76,303,678 votes may be cast on each matter to be
considered at the meeting.

To constitute a quorum for the conduct of business at the meeting, & majority of the outstanding shares entitled to vote at the
meeting must be represented at the meeting. Shares represented by proxies that reflect abstentions or “broker non-votes™ {street
name shares held by a broker or nominee which are represented at the meeting, but with respect to which the broker or nominee is
not empowered (0 vole on a particular proposal) will be counted us shares represented at the meeting for purposes of determining a
Qquorunt.

Commen Stock Ownership of Principal Shareholders and Management

The following table shows the number of shares of ouwr common stock that, according to information supplied (0 us, are
beneficially owned as of the record date by: (1) each person who, to our knowledge based on Schedules 13G filed with the SEC
and Substantial Sharcholder Notices filed with the Anstralian Stock Exchange, is the beneficial owner of more than five percent of
our cutstanding common stock; (2} each person who is currently a director, three of whom are also nominees lor election as
directors: (3) each of the Named Officers as defined on page 5, and (4} all current directors and executive officers as a group. As
used in this proxy statement, “beneficial ownership™ means the sole or shared power 10 vote, or o direct the voting of, a security,
or the sole or shared investment power with respect to a security (that 15, the power to dispose of, or to direct the disposition of, a
security). All of the following numbers are based on 76,303,678 shares of common stock ontstanding on the record date.

Amount and Nature of Percent of Outstanding
Nume of Beneficial Owner Beneficial Ownershiptt Common Stock
William Blair & Company ELC ... o o o o o 3,004, 33802 6.6%

222 West Adams Street

Chicago, IL 60606

Fidelity Management & Research ... .. oo o o oo o o o il 4,941,807 6.5%
82 Devonshire Street

Boston, MA 02109

T.Rowe Price Associates, [ne. ... . . o 4,552,800t 6.0%
106 E. Pratt Street

Baltimore, Marvland 212032

Peter C.Farrell L oo e 1,520,949 2.0%
Christopher G. Roberts .. ... . . o o o 533,000 &
Michael AL QuInn . .. o . e 32425060 &
Gary W, Pace .. oo e 322.862® *
Kieran Gallahue . . 262,332 &
Donagh MceCarthy ... . . 17040000 ®
Adrian Smith ..o e 76,6800 ®
David Pendarvis .. ..o e 66,4502 =
Keith Serzen ... ... 65,0391 *
Richard Sulpizio .. o e 22,0000 ®
Ronmald Taylor .. .. . 16,0000 *
John Wareham . ... . o 4, 000016 &
All current executive officers and directors as a group (15 persons) . .. ... 3,456,33510 4.5%
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Less than one percent {19}

Beneficial ownership s stated as of September 14, 2000, and includes shares subject 1o options exercisable within 60 days
after September 14, 2006, Shares have been rounded to the nearest whole number. Shares subject to options are deemed
beneficially owned by the person holding the options for the purpose of computing the percentage of ownership of that person
but are not treated as outstanding for the purpose of compuling the percentage of any other person.

Based on information provided in a Schedule 13G/A William Blair & Company filed with the SEC on February 14, 2006.
William Blair & Company reports sole dispositive power and sole voling power over these shares.

Based on information provided in a Schedule 13G/A filed with the SEC on February 14, 2000 joindy by FMR Corp., Edward
C. Johnson 3d, Tidelity Management & Research Company ("Fidelity™), {as a group, the “Fidelity Parties™). Fidelity, a
subsidiary of MR Corp, is the beneficial owner of 4,093,273 shares as a result of acting as an investment adviser (0 various
funds. Fidelity Management Trust Company and Strategic Advisors, Ine., both wholly-owned subsidiaries of FMR Corp., are
the heneficial owners of 305,200 and 255,000 of the shares, respectively. Fidelity International Limited and various foreign-
hased subsidiaries are the beneficial owners of 228,334 of the shares. The various funds’ Boards of Trustees delermining the
voting guidelines for voting the shares. Edward C. Johnson 3d and FMR Corp, through its control of Fidelity Management,
report sole power to dispose of the 4,093,273 shares held by Fidelity Munagement. Members of the Edward C. Johnson 3d
family may be deemed to form a controlling group with respect to FMR Corp. by reason of their ownership of approximately
499 of the voting power of FMR Corp. and a sharcholders” voting agreement among them and the other shareholders of the
voting stock of FMR Corp.

Based on information provided in a Schedule 13G/A filed with the SEC on Febroary 14, 2006 by T. Rowe Associates, Inc.,
who reports sole voting power over 791,600 shares and sole dispositive power over all of the shares.

Inciudes 483,120 shares of commeon stock that may be acquired on the exercise of options exercisable within 60 days after
September 14, 20066

Includes 11,600 shares held by his wife, 356,400 shares held of record by Cabbit Pty Lid and 68,008 shares held by Acemed
Pry Lid, two Australian corporations controlled by Dr. Roberts and his wife. Includes 94,000 shares of common stock that
may be acquired on the exercise of options exercisable within 60 days after September 14, 2006.

Inciudes 171,400 shares of commeon stock that may be acquired on the exercise of options exercisable within 60 days after
September 14, 2006; also includes 1650 shares held by Kaylara ATE Kavlara Family Trust and 1650 shares owned by Kavlara
ATE Straflo, entities that Michael Quinn controls.

Inciudes 146,666 shares of commeon stock that may be acquired on the exercise of options exercisable within 60 days after
September 14, 20066

Inciudes 245,666 shares of commeon stock that may be acquired on the exercise of options exercisable within 60 days after
September 14, 2000.

{13) Includes 168,000 shares of common stock that may be acquired on the exercise of options exercisable within 60 days after

September 14, 2006

{11) Comprised of options exercisable within 60 days after September 14, 2006.
{12y Includes 63,048 shares of common stock that may be acquired on the exercise of options exercisable within 60 days after

September 14, 2000.

{13y Includes 62,334 shares of common stock that may be acquired on the exercise of options exercisable within 60 days after

September 14, 20066

{14y Includes 12000 shares of common stock that may be acquired on the exercise of options exercisable within 60 days after

September 14, 20066

{15y Inctudes 14,000 shares of common stock that may be acquired on the exercise of optons exercisable within 60 days after

September 14, 20066

{16y Comprised of options exercisabie within 60 days after September 14, 2006.
{17y Includes an aggregate of 1,576,398 shares of common stock that may be acquired on the exercise of options exercisable within

60 days after September 14, 2000,



Executive Officers

Our executive officers, as of September 14, 2006, were:

Name Age Puosition

Peter C.Farrell ... ..o . oo oo il 64  Chiel Executive Officer and Chairman of the Board of Directors

Kieran T. Gallahue ... .. ... .. ... .. .. ..... 43 President, ResMed Global

Brett Sandercock ... .o oo oo 39 Chief Financial Officer

Adrian M. Smith ... ... oo oo oL 42 Chief Operating Officer, Europe

KeithSerzen ... ... ... ... ... ... ...... 53 Chief Operating Officer, Americas

Robert Douglas . ... ... . . L. 46 Chiel Operating Officer, Sydney

David Pendarvis ... ... ... ... L. 47 Global General Counsel; 5r. Vice President, Organizational Development;
and Corporate Secretary

PaulBisen ... .. . o oo i i 47 Sr. Vice President, Asia Pacific

For a description of the business background of Dr. Farrell, see “Matters to be Acted on/Election of Directors.”

Kigran T. Gallahue has been President, ResMed Global, since September 7, 2004, Before that, and beginning in January 2003,
Mr. Gallshue was President and Chief Operating Officer of the Americas. Before joining ResMed, Mr. Gallahue served as
President of Nanogen, Inc., & San Diego-based DNA research and medical diagnostics company. Mr. Gallahoe also held the roles
of Chiel Financial Officer and Vice President of Strategic Marketing for Nanogen. From 1995 to 1997 he served as Vice President
of the Critical Care Business Unit for Instrumentation Laboratory, or IL, where he was responsible for worldwide strategic sales
and marketing, and resecarch and development efforts for this business unit. From 1992 to 1995 he held a variety of sales and
markeling positions within IL. In addition, Mr. Gallahue held various marketing and financial positions within Procter & Gamble
and the Generad Electric Company. Mr. GaHlahue holds a B.A. from Rutgers University and an M.B.A. from Harvard Business
School.

Brett Sandercock has been Chief Financial Officer since Junvary 1, 2006, From November 2004 uatil Junwary 1, 2006,
Mr. Sandercock was Vice President, Treasury and Finance. Before that, and beginning in 1998, Mr. Sundercock was Group
Accountant and then Controller. From March 1996 to August 1998, Mr. Sandercock was Manager, Financial Accounting and
Group Reporting at Norton Abrasives, a division of the French multi-national, Saint Gobain. Mr. Sundercock also held finance and
accounting roles fromn November 1994 to March 1996 at Health Care of Auvstralia, a large private hospital operator in Australia.
From 1989 to 1994, Mr. Sandercock worked at Price Waterhouse in Sydney., achieving the posiion of aundit
manager. Mr. Sandercock holds a B Ee. from Macquarie University and 1s a Certified Chartered Accountant.

Adrian Smith has been Chief Operating Officer, Ewrope, since November 2004, Mr. Smith was Chief Financial Officer from
February 1993 until January 2006. From November 24, 2003 undl January 1, 2006, Mr. Smith was Sr. Vice President, Finance and
from February 1993 to November 2003, Mr. Smith was Vice President. From Janvary 1986 through January 1995, Mr. Smith was
employed by Price Waterhouse, specializing in the auditing of listed public companies in the medical and scientific field.
Mr. Smith holds a B.Ec. from Macquarie University and is a Centified Chartered Accountant.

Keith M. Serzen has been Chief Operating Officer, Americas, since Januvary 1, 2005. Before that, and beginning in September
2003, Mr. Serzen was Sr. Vice President, Sales, Marketing and Clinical Education. Before joining ResMed, Mr. Serzen served as
Chief Executive Officer for Theracardia, Inc., a start-up medical device company and as President/CEOQ of Aceulight, Inc., a laser
oriented research and development company. From 1995 (o 1998 he was Vice-President Marketing & 3ales for Heartstream, Ine., a
manufzactorer of antomatic external defibrillators, where he was responsible for developing, implementing and directing the
worldwide marketing and sales strategy. From 1983 to 1995, Mr. Serzen held several positions at Nellcor, Ince. including Division
Vice-President/General Manager, Vice-President of Sales, Director of Sales/North America, and National Sales Muanager. In
addition, Mr. Serzen held various sales positions with the American Hospital Supply Corporation. He holds a B.5. in Marketing
from the University of Illinois.

Robert Douglas has been Chief Operating Officer, Sydney, since November 2005, Before that, and beginning in April 2001,
Mr. Douglas was Vice President of Operations and responsible for ResMed’s Australian manufacturing, and was Vice President of
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Corporate Marketing. Before joining ResMed in 2001, and beginning in 1995, Mr. Douglas was the General Manger, Strategy and
New Business for Keycorp Lud., an Australian electronic commerce company providing services 10 major banks and
lelecommunications companies around the world. Before Keyceorp, he held senior R & D and operational roles in Telectronics Pry
Lid, mainly working in the development of an implantable defibrillator. Mr. Douglas sits on the Board of Directors of Colocure, a
private medical device startup company unrelated 1o ResMed. Mr. Douglas has an MBA from Macquarie Universily and a B.5. in
Electrical Engineering and Computer Sciences from New South Wales University, Sydney.

David Pendarvis has been Sr. Vice President, Organizational Development since February 20035, Mr. Pendarvis has been Global
General Counsel since he joined ResMed in Septerber 2002, and from February 2003, has been Corporate Secretary. From
September 2000 until September 2002, Mr. Pendarvis was a partner in the law firm of Gray Cary Ware & Freidenrich LLP where
he specialized in intellectual property and general business Htigation. Until September 2000 he was a partner with Gibson, Dunn &
Crutcher LLP, where he began working in 1986, From 1984 until 1986 he was o law clerk o the Hon. J. Lawrence lrving, U.S.
District Judge, Southern District of California. Mr. Pendarvis holds 2 B.A. from Rice University; a 1.D., cum fande, from the
University of Texas School of Law: and & Masters of Science in Executive Leadership from the University of San Diego.

Paul Eisen has been Sr. Vice President, Asia Pacific since January 1, 2005, Before that, and beginning in 2002, Mr. Eisen was
Vice President, Asia Pacific. Before joining ResMed, Mr. Eisen was a senior executive at General Electric Medical Systems
responsible for the Medical Systems Division in Australia and New Zealand, with Asia-wide responsibilities. Mr. Eisen has also
held senior sales and marketing positions in the healthcare industry covering segments including high value capital imaging and
pathology equipment. Mr. Eisen also had extensive experience at Roche Diagnostics in the diabetes patient care and consumer
markel. Mr. Eisen holds a degree in Diagnostic Radiography from Sydney Technical Institute and a postgraduate diploma in
Muarketing from the University of Technology, Svdney.

Execative Compensation

The following table sets forth certain information regarding the annval and long-term compensation paid for services readered to
us in all capacites for the {iscal years ended June 30, 2006, 2065 and 2004 of those persons who were at June 30, 2000 (1) the
chief executive officer, €2} one of the four other most highly compensated executive officers whose annual salary and bonuses
exceeded $100,000 or (3) any other executive officer who would have gualified under sections (1) or (2) of this paragraph but for
the fact that the individual was not serving as an executive officer at the end of the 2006 fiscad year {collectively, the “Named
Officers™).

Summary Compensation Table

Long-Terar
Compensation
Amnual Compensation Awards
Securities All Other

Name and Principal Position ther Annual Underlying  Compensation
During Fiscal 2006 Fiscal Year  Salary Bonus  Compensation'™ Options i
Peter C.Farvell, ... ... L L 2006 5553,750  5590.146 BE37 7106 E20,000 % 8,176
Chief Executive Officer 2005 473,750 306,715 66 47(E E 20,000 7026

2004 413,125 273534 e E20,000 7.501
Kieran Gallabe, .. ..o oo o oo 2006 I7RTS00 39R2IS E2E 0560 50,000 2413
President, ResMed Global 2005 3450600 139052 12,000 876

2004 00,600 155726 £ 1,039
David Pendarvis, .. ..o o o 2006 78750 IRV 35,000 6,453
Sr. Vice President, General Counsel and 2005 2525000 136835 48,000 7026
Corporate Secretary 2004 216,500 1233580 e 12,000 6,847
Adeian Smuthély, oo oL 2006 280,299 163919 43,600 45,189
Chief Financial Officer, Sr. Vice 2005 250312 18245 43,600 24,115
President, Finance and CO0, Europe 2004 HWEEL 154864000 20,000 21,147
Ketth Serzen'™, ... ... . o o 2004 203,750 235705 45,600 8.216
Chief Operating Officer,
Americas 2005 249999 128274 72,000 6,938



{1}

{2}
(3}

{4}

{5}

{6}

{h

Mr. Smith currently holds the sole title of Chief Operating Officer, Europe as of Janoary 1, 2006, Bren Sandercock serves as
Chief Financial Officer effective as of January 1, 2006,

Mr. Serzen {irst became an executive officer in January 2005; includes compensation for all of fiscal 2005,

Other annual compensation has been excluded if the amounts involved were less than the lesser of $5G,000 or 10% of salary
and bonus, as perntitted by SEC rules.

Includes incremental cost to the Company of $3.420 for medical examinations under the Company Executive Physicals
Program: $39.043 for personal use of Company leased aireraft; $13,435 for personal use of corporate club memberships:
$30.703 for sales incentive award travel; and $49,109 for the incremental cost o the Company for exclusive use of 4 company
car, based on the depreciation of the purchase price of the car at the rate of 22.5% per year, commencing with the purchase
date in Novemnber 2004, and also includes Heensing, registration and insurance costs. The Company leases fractional use of an
airerafi. The incremental cost of the personal use of this aircrafll is based on the variable operating costs to the Company,
including fuel costs, mileage, trip-related maintenance, universal weather-monitoring costs, on-board catering, landing/ramp
fees and other miscelluneous variable costs. Fixed costs which do not change based on usage, such as pilot salaries, the lease
costs, and the cost of maintenance not related o frips, are excluded.

Inciudes incremental cost (o the Company of $2,215 for personal use of Company leased atreraft; $15,298 for personal use of
corporate club memberships; $19,073 for sales incentive award travel, and $29.884 for the incremental cost (o the Company
for exclusive use of a company car, based on the depreciation of the purchase price of the car at the rate of 22.5% per year,
commencing with the purchase date in November 2004, and also includes licensing, repistration and insurance costs.

Includes incremental cost to the Company of $2259 for medical examinations under the Company Executive Physicals
Program; $85,863 for relocation expenses, and $31,073 for sales incentive award travel.

For fiscal year 2006, includes execulive long-term disability insurance premivms paid on behalf oft Peter Farrell (31,8773 Kieran
Callahue ($1.009); David Pendarvis (5654) and Keith Serzen (51,9161 Also includes $1.806 paid by ResMed on behalf of
Adrian Smith for salary continuance reqguired by Australiz law which accrues annvally but 1s not paid uvntil termination of
emnployment. The remainder represents ResMed's contributions (0 defined contribution plans paid on behalf of: Peter Famrell
{$6,300); Kieran Gatlahue ($1,6043; David Peadarvis ($6,300); Keith Serzen ($6,300); and Adrian Smith ($43,383).

Stock Options

The following table sets forth certain information with respect 1o option grants made doring the fiscal year ended June 30, 2006 to
the Named Officers.

Option Grants in Last Fiscal Year®

Potential Realizable Vadue
at

Nunther of % of Total Assumed Annuad Rates of Share

{?ecm:itli'es ﬁ(}’piiuns el Price Appreciation for
inder lgir:lg 1(;mn{fed ?(_; luxe‘rm:;e.:_ or Option Term ($}
Opiions Employees in - Base Price

Name Granted 121 Fiscal Year (/SN Lxpiration Bate 355 HI%G

Peter C.Farrell ... ..o o 120,000 5.9% $38.50 Feb. 2, 2016 %2,347.130  $16.273,718

Kieran Gallahue ........ ... ... ... ... ... 50,000 2.5 38.50 Feb. 2, 2016 LO61,307 2,614,049

David Pendarvis ... oo o i 35,000 1.7 38.50 Feb. 2, 2016 742,915 1,829,835

Adran Smith .. ... .. Lo 40,000 LY 38,50 Feb. 2, 2016 $49,045 2,091,239

Ketth Serzent ... ... .. .. 0 . . L 45006 22 3850 Feb. 2, 2016 955,176 2352644

{13 No stock appreciation rights were granted in fiscal 2006 and no stock appreciation rights are currently outstanding.

{23 Represents options granted under our 1997 Equity Participation Plan, which are exercisable 259 per year on the anniversary
of the grant date, starting on the first anniversary of the grant date. This exercise schedule may be accelerated in certain
specific situations. In addition, under the 1997 Equity Participation Plan we have the right to require the surrender of
outstanding options on the grant of lower priced options to the same individual. We will not have a similar right {without
stockholder approval) under the proposed 2006 Incentive Award Plan.

{33 Assumed annual rates of share appreciation for illustrative purposes only. Actual share prices and realizable value will vary

from lime to time based on market factors and our financial performance. No assurance can be given that such rates will be
achieved.



The following table sets forth information concerning the stock option exercises by our Named Officers during the fiscal year
ended June 30, 2006 and the unexercised stock options held at June 30, 2000, by the Named Officers.

Agegregate Option Exercises in Last Fiscal Year and Fiscal Year-End Option Values

Namber of Securities Underlying
Unexercised Options at FY-End®™®

Value of Enexercised [n-the-Money
Options at FY-End {$}2

Shares Acguired Value
Name an Exercise Reajized (%00 Exercisable {inexercisable Exercisable {inexercisable
Peter C. Farrell ... .. ... .. ... i hY W 480,120 246,004 $13,914,343 $3,822,800
Kieran Gallabue .. ... ... ... .. ... 85,000 2,415,865 245,666 115,334 7043358 986,462
David Pendarvis ... 0. .o oL 18,286 498216 63,048 635,666 1,787,466 S87. 464
Adeian Smuth ... oL Lo L 24,000 663,768 76,608 73,332 1,977,732 99,568
Ketth Serzen .. ... .. ... ... ... 25,000 563,372 45,608 116,332 176,208 2,004,362

{13 Represents the excess of the fair market value of the purchased shares on the date of exercise over the exercise price paid for
such shares.

{23 Represents the amount by which the closing sales price of our common stock on the New York Stock Exchange on June 30,
2006 ($46.95 per share), multiphied by the number of shares to which the in-the-money options apply, exceeded the exercise
price of those oplions.

Equity Compensation Plan Information

The following table summarizes outstanding stock option plan balances as at June 30, 2006:

Namber of

securities
rentaining
Number af available for
securities Weighted fature
tor be issaed average issuance
on exercise under
exercise of price af equoity
outstanding  outstanding  compensation
Pian Category uptions options plans
1997 Equity participation plan approved by security holders .. ... .. ... L. 8,102,892 $24.26 3,386,982
Emplovee stock purchase plan approved by security holders .. ... .. ... ... NA NA 6,240,481
Equity compensation plans not approved by security holders .. ... ... L. 0 & O
Fotal L 8,102,852 $24.2641 6,627,463

{1y The weighted average remaining lerm of these oplions is 7.24 years.

{2}

(3}

The total number of avthorized shares of common stock under the 1997 Plan was initially established at 2,600,000 and
increases at the beginning of each fiscal year, commencing on July 1, 1998 und continuing through and including July 1, 2007,
by an amount equal (0 4% of the outstanding common stock on the fast day of the preceding fiscad vear. The maximum
number of shares of common stock issuable on exercise of incentive stock options granted under the 1997 Plan, however,
cannot exceed 10,000,000, If Proposal 2 — Approval of the ResMed Inc. 2006 Incentive Award Plan s approved, then the
1997 Eguity Participation Plan will be terminated as to future grants, effective as of the date of sharcholder approval.

On August 21, 2006, the board of directors approved a reduction in the number of shares available for grant under the ESPP to
304,000 shares, effective on approval of Proposal 2 — Approval of the ResMed Inc. 2006 Incentive Award Plun.



Compensation Commitiee Report

Infroduction

The Compensation Committee is a subcommitice of our board of directors. It decides matters regarding compensation of our
executive officers. Compensation Committee members are independent directors who meet the standards for independence set by
the Securitics & Exchange Commission, the New York Stock Exchange, and the Awstralian Stock Exchanpe. The Committer
operates under a written charter adopted by our board of directors. We have posted a copy of the charter on our website, at
www.resmed.com.

During fiscal year 2006, Christopher Bardett, Donagh MceCarthy, Gary Pace, Richard Sulpizio and Ronald Taylor served as
members of the Compensation Committes. Mr. Bartlett served on the Committee until his resignation from the board in August
2005, and Mr. Sulpizio did not join the Commitlee untl Auguost 2005 {when he initially joined our board). Mr. Taylor served as
Chair during the entire fiscal vear. The Compensation Commiltee has prepared the report below, addressing our compensation
policies for fiscal vear 2006 as they affecled our executive officers, including the Chief Executive Officer and the other Named
Officers.

General Fhilosophy

The Compensation Commiitlee reviews and approves salaries, bonuses, equity-based compensation, and all other elements of the
compensation packages offered to ResMed’s executive officers, including its Chief Executive Officer, and establishes our general
compensation policies.

ResMed desires (o attract, motivate and retain high quality employees who will enable ResMed (0 achieve its short- and long-term
strategic goals and values. ResMed participates in 4 high-growth envirenment where substantial competition exists for skilled
emplovees. ResMed’s ability to attracl, motivate and retain high caliber individuals depends in large part upon the compensation
packages it offers.

ResMed believes that its executive compensation programs should reflect its finaneial and operating performance. In addidon,
individual contribution to ResMed’s success should be supported and rewarded.

Section 162(m} of the Internal Revenue Code of 1986 limits income tax deductions of publicly-traded companies to the extent total
compensation {including base salury, annual bonus, stock option exercises, and non-qualified benefits) for certain executive
officers exceeds $1 million {less the amount of any “excess parachute-payments™ as defined in Section 280G of the Internal
Revenue Code of 1986} in any one vear. Under Section 1062(m) the deduction limit does not apply to payments that qualify as
“performance-based”. In general, o qualify as “performance-based,” compensation payments must be based solely on the
achievement of objective performance goals and made under a plan that is administered by 4 committee of outside directors. In
addition, the material terns of the plan must be disclosed (0 and approved by shareholders, and the Compensation Committee must
certify that the performance goals were achieved before payments can be made. ResMed does not have any cash payment plans
that qualify as “performance-based.” But option grants made uander the 1997 Equity Participation Plan should gqualify as
“performance-based” compensation to the extent grants are made by the Compensation Commitlee at exercise prices that are equal
o or greater than the fair market value of ResMed’s common stock on the date of grant, which is the Compensation Commitlee’s
practice.

During fiscal year 2006, the Compensation Commitlee approved a compensation program for our Chiel Executive Officer that
made it possible, if certain bonus levels were achieved, for compensation paid to the Chief Executive Officer (0 exceed the 162(m}
limit. The Committee determined that it was appropriate (0 pay this compensation, despite the fact that a portion 1% not
tax-deductible, in order to compensate the Chief Executive Officer fairly and because the bonus levels achieved were based on the
Company’s performance during the fiscal year. The Committee and the full board have approved, subject (o shareholder approval,
the ResMed 2006 Incentive Award Plan {see Proposal 2). If approved, the Committee anticipates that foture bonus payments to
ResMed’s executive officers under ResMed's bonus plans will qualify as “performance-based” under section 162{m) and be
tax-deductible.



ResMed’s executive officer compensation program consists of a base salary component, a component providing the potential for a
bonus based on relevant company performance and a component providing the opportunity (0 earn stock options linking the
employee’s long-term finaneial suceess (0 the sharcholders’ long-term financial success.

In making its decisions on executive officer compensation, The Compensation Committee generally uses industry compensation
surveys prepared by outside consultants such as Mercer, Radford and Watson Wyatt, in determining compensation. In addition,
during fiscal year 20006, the Committee considered compensation survey data prepared specifically for ResMed by Human
Resources Professional Group and SalarvPower, two independent consulting groups hired by the Compensation Committee. The
survey data included salary, bonus target amounts, total cash compensation, and equity compensation data from comparable
companies within the medical device and other relevant industries. The primary level of compensation is based on 4 combination
of scope of responsibility, years of experience, and performance. The salary of all executive officers is reviewed annually, with the
amount of the increases based on factors such as company performance, general cconomic conditions, marketplace compensation
trends and individuad performance.

The Committee generally makes annual decisions on the three principal components of executive officer compensation — salary,
bonus plans, and stock options, al the same time. The Committee considers each of the three elements individually, considers total
cash compensation (salary plus on-target bonus amounts), and considers total remuneration {total cash compensation plus stock
options) as & whole in making its decisions.

Compensation
Base Salury

Officers are compensated with salary ranpes that are generally based on similar positions in companies of comparable size and
complexity (0 ResMed.

During fiscal year 2006, the Compensation Committee approved salary inereases for the Named Officers as follows: Peter C.
Farrell, 17%: Adnian Smuth, 169 David Pendarvis, 10%; Keith Serzen, 9% and Kieran Gallahue, 7%, These increases were based
on a variety of factors, including the following: a comparison of salaries at the median, 25% and 75% percentile levels for
comparable positions in companies in the medical device and other relevant industries with # comparable market capitalization and
within the same geographic area, wsing data from the surveys and consultants identified above. Variations in the market
comparisons, and different assessments of the individual performance and job functions of the Named Officers resulted in the
varying amounts of raises.

Bomuy

The second compensation component is a bonus payable under ResMed's bonus program. Bonuses dre primarily based on
ResMed’s annual financial performance and secondarily on the performance of the individual. Target bonuses for executive
officers generally range from 40% to 100% of base salary, based on the position. During fiscal year 2006, the Compensation
Committee approved the following target bonus levels expressed as a percentage of salary for the Named Officers as follows: Peter
C. Farrell, 100%; Kieran Gallahue, 709%; David Pendarvis, 60%; Keith Serzen, 060%; and Adrian Smuth, 60%. Actual bonuos
payments, based on achievement of bonus plan objectives described below, may range {rom 0% of the target bonus o above 1009
of the target hbonus. While, there 1$ no maximum bonus payment, the amount payvable is a function of the amount by which the
targets have been achieved. Similarly to the salary increases described above, these target bonus levels were based on a variety of
factors, including the following: 4 comparison of total cash compensation and bonus levels in companies in the medical device and
other relevant industries with a comparable market capitalization and within the same geographic ares, using data from the surveys
and consultants identified above. Variations in the market comparisons, and different assessments of the individual performance
and job functions of the Named Officers resulled in the varying target bonus levels.

For liscal 2006, the measures of amnual financial performance used i determining the amount of bonuses included sales, and
expenses or profitability. The weightings of the different measures vary. The Chief Executive Officer’s bonus plan is described in

the “Chief Executive Officer Compensation” section below. Other officers with global responsibilities have z bonus plan based
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539 on targeted global sales, and 50% based on wwgeted company profitability. Other officers with primarily regional
responsibilities have a bonus plan based 50% on targeted regional sales, 20% on targeied regional expenses, 15% on targeted
alobal sales, and 15% on targeted global profitability. The linear bonus formula for the revenue and net profit components allowed
for receiving 50% of each component’s trget bonus at 85% of the sales and profitability targets, 100% of the target bonus at 1005
of the revenue and profitability targets, 150% of the target bonus at 115% of the sales growth target and profitability targets, and
higher amounts with higher achievement, with no cap. H the target for 50% of a particular bonus component is not reached, no
bonus is payable for that component, although a bonus may still be carned based on achievement of the other component. The
bonus plans generally allow for over-achievement of the target bonus based on a formula approved in advance by the
Compensation Committee. The Committee approves the actual bonus amounts for executive officers before they are paid. In fiscal
2806, the Named Officers earned bonuses between 85% and 131% of (he target, and actual bonuses us a percentage of the Named
Officers’ salaries ranged from 35% 10 103%. During fiscal year 2006, actual bonus amounts were based solely on application of
the bonus formulas, without any increase or decrease based on other factors.

Stock Options

The third major component of the executive officers’ compensation consists of stock options. The primary purpose of granting
stock options is to link the officers’ financial success o that of ResMed's shareholders. The Compensation Committee delermines
the exercise price of stock options al the time the option 1% granted, and is egual (0 the prevailing market price (L.e., NYSE markel
close on the day preceding the date of the grunt) of ResMed’s common stock. Stock options were issued 10 ResMed's officers
doring fiscal year 20060 in accordance with the provisions of ResMed's 1997 Eguity Participation Plan. The 1997 Eqoity
Participation Plan measures the fair market value on the day of the grant by the closing price on the New York Stock Exchange on
the last trading day before the grant. Options become exercisable beginning 12 months after the date of grant and are exercisable
for a maximum period of 10 years after the date of grant, a5 determined by the Compensation Committee. During fiscal vear 2006,
all options granted by the Company to the Named Offtcers vest over a 4-year period.

The number of options granted by the Compensation Commitiee was based on company performance, the number of outstanding
options available, the number of options held by the executive, salary, and individual performance. The Commitlee approved
reduced levels of option grants to many of the Named Officery in fiseal 2006 after considering a number of factors, including a
reduction in the overall size of the pool of options granted by ResMed 1o all participating employees during the fisead vear, changes
in accounting treatment for option expensing, the estimated value of the option grants 1o the Named Officers, and the impact that
reducing the number of options granted to Named Officers would have on the number of optons available for grunts to other
participating employees.

In order (o conlinue (o provide proper incentives to ResMed’s employees and to further align the interests of the emplovees with its
shareholders, in 2003 the Compensation Committee approved the adoption of an Employee Stock Purchase Plan, which is intended
1o qualify under Section 423 of the Internal Revenue Code of 1986, and which provides employees with the opportunity to
purchase ResMed's common stock at a discount through payrol deductions. These purchases occur through suceessive six-month
offering periods under the plan. The Compensation Committee believes that this plan provides an important incentive (o employees
o exert their best efforts on ResMed’s behall, The plan was approved by the sharcholders at the 2003 Annual Meeting. The
Committee has recommended, and the board of directors has approved reducing the number of shares available for issue under the
ESPP to 500.000. This reduction is conditioned on sharcholder approval of the 2006 Incentive Award Plan. The Committee
believes this number of shares will be sufficient for ResMed to continue (o provide employees with the opportunity to participate in
the ESPP for the next several years.

The Committee has recommended, and the board of directors has approved, subject o shareholder approval, adoption of a new
stock opton plan, the ResMed Ine. 2006 [ncentive Award Plan. As described in the proxy statement, the new plan would replace
the existing 1997 Equity Participation Plan, which expires in 2007, Adoption of the 2006 Plan would allow ResMed o continue to
provide incentives to link ResMed’s officers and other employees that are align with shareholder interests. The 2006 Plan would
also allow ResMed to continue 1o atfract, retain, and reward officers and employees with competitive equity compensation that is
competilive within the relevant market.
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Chief Executive Officer Compensation

The compensation of our Chief Executive Officer 13 based on ResMed's performance and the important role Dr. Farrell plays
within ResMed as its founder, Chairman and Chief Executive Officer, a8 a member of the boards of ResMed's principal
subsidinries and as an active participant in new product and corporate development.

As discussed above, during fiscal year 2006, the Compeansation Commitlee approved a salary increase for Dr. Farrell of 17.5%, and
increased his target bonus, expressed a percentage of his salary, from 60% 10 100%. As with the other Named Officers, this
decision was based on a comparison of saluries and bonus levels at the median and 25% and 75% percentile levels for other chief
executive officers in companies in the medical device and other relevant industries with a comparable market capitalization and
within the same geographic area, using data from the surveys and consultants identified above. In addidon, the Committee
constdered Dr. [Farrell’s tenure and experience in the position, the Company’s performance during his tenure as Chiel Executive
Officer. The Committee maintained Dr. Farrell’s option grant at historic levels, while decreasing the grant of other officers, based
on his critical role as chief execuotive and a review of option grants to chief executives at comparable companies.

The Chief Executive Officer’s bonuos plan during fiscal vear 2006 had three components. The first component represented 40% of
the CEOs total target bonus, and was based on achieving budgeted revenue largets. The second component also represented 404
of the total target bonus, and was based on achieving a net profit targel. The Hnear bonus formula for (he revenue and net profit
components allowed for recelving 509 of each component’s target bonus at 85% ol the sales and profitability targets, 100% of the
target bonus at 100% of the revenue and profitability targets, 150% of the target bonus at 115% of the sales and profitability
targets, and higher amounts with higher achievement, with no ecap. While, there is no maximum bonus payment, the amount
payable is a function of the amount by which the targets have been achieved. If the warget for 30% of a particular bonus component
i not reached, no bonus is payable for that component, although a bonus may still be earned based on achievement of the other
component. The third and {inal component represented 209 of the total target bonus, and was based on other objective business
goals selected by the Compensation Committee. Targeted performance for all three components was delermined by the
Compensation Committee, and the Committee determined the extent to which the fargets were achieved. During fiscal year 2006,
Dr. Farrell earned a bonus of 1039 of the target bonus. This bonus was based solely on application of the bonus formulas, without
any increase or decrease based on other faclors.

COMPENSATION COMMITTEE OF RESMED'S BOARD OF DIRECTORS:

Ronald Tavlor, Chair
Donagh MeCarthy
Gary Pace

Richard Sulpizio

The ubove report of the Compensatiom Committee will not be deemed to be incorporated by refevence to any filing by ResMed
uneler the Securities Act of 1933 or the Securities Exchange Act of 1934, except to the extent that ResMed specifically incorporates
it by reference.

Compensation Committee Interlocks and Insider Participation

During fiscal year 2006, the Compensation Committee consisied of Christopher Bartlett, Donagh MeCuarthy, Gary Pace, Richard
Sulpizio, and Ronald Tavlor {Chair). On August 23, 2005, Dr. Bartlett resigned from the board and Compensation Committee and
Mr. Sulpizio was appointed 10 the board and Compensation Committee. None of the members of the Compensation Committee is
an officer or emplovee of us or of any of our subsidiaries. During fiscal 2006, none of our executive officers served as a director or
member of 4 compensation commiltee (or other committee serving an eguivalent function) of any other entity whose executive
officers served as a director or member of our Compensation Commitlee.



Performance Graph

Set forth below is a line graph comparing the cumuolative shareholder return on our common stock against the cumulative total
return of the S&P 300 Index and the S&P Health Care Equipment and Supplies Index for the period commencing June 30, 2001,
assuming an investment of $100 on June 36, 2001,
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Section 16{a} Beneficial Ownership Reporting Compliance

Section 16{a) of the Securities Exchange Act of 1934 requires our directors and executive officers, and persons who own more than
len percent of a registered elass of our equity securities, to file with the SEC initial reports of ownership and reports of change in
ownership of our common stock and other equity securities. Executive officers, directors and greater than ten-percent sharcholders
are required by SEC regulation to furnish us with copies of all Section 16(a) forms they file.

Based solely on our review of copies of such forms received by ResMed, or writlen representations from certain reporting persons,
we believe that all Section 16{a) filing requirements applicable to our directors, executive officers and 10% shareholders during
2006 were satisfied, except that Michael Quinn filed one Form 4 reporting the purchase of ResMed's 4% convertible bond 4 years
late, and filed one Form 4 reporting the conversion of ResMed’s 4% convertible bond to common stock 101 days late.



Audit Fees

The following table presents fees for professional audn services by KPMG LLP for the audit of our annual financial statements for
Fiscal 2006 and 2005, and fees bitled for other services rendered by KPMG LLP.

Fees 2006 2005

AUAILFees T $2,002,563  $1,951.000
Audit Redated Fees L e -G -0
Towml Audit and audit related fees o $2.002,563 $1.951.000
T ax s . -G -G
A Oher Foes e e -G -G
Total Fees . oo $2,002,563  $1,951.000

M Tees for audit services consisted oft (i} audit of the Company’s annual financial statements; (i) reviews of the
Company's quarterly financial siatements; (iii} consents and other services related to SEC matters and (iv) Sarbanes-
Oxley Act, Section 404 Attestation Report {(approximately $1.0 million).

2 Tees for avdit-related services consisted of: (1) audits and/or due diligence associated with mergers/acquisitions:
(i) financial accounting and reporting consultations; (1ii) Sarbanes-Oxley Act, Section 404 advisory services; and
{iv) employee benefit plan audits.

The Audit Committee has reviewed the non-audit services provided by KPMG LLP and determined that the provision of these
services during fiscal 2006 is compatible with maintaining KPMG LLP"s independence.

Pre-Approvat Policy
The Audit Committee pre-approves all audit and permissible non-audit fees.

Since the May 6, 2003 effective date of the SEC rules stating that an anditor s not independent of an avdit client if the services 1
provides to the client are not appropriately approved, each new engagement of KPMG LLP was approved in advance by our Aodit
and Compliance Committee, and none of those engagements made use of the de piripmes exceplion (0 pre-approval contained in
the 3ECs rules.

Audit Committee Report

The Aundit Committee of our board of directors is comprised of independent directors as required by the listing stundards of the
New York Stock Exchange. The members of the Audit Committee are Michael A. Quinn, Donagh McCarthy and John Wareham.
The Audit Committee operates under a written charter adopted by the board of directors.

The role of the Audit Commitlee is to oversee ResMed’s {inancial reporting process on behalf of the board of directors. ResMed's
management has the primary responsibility for its financial statements as well as its financial reporting process, principles and
internal controls. The independent auditors are responsible for performing an audit of ResMed’s financiad statements and
expressing an opinion as to the conformity of such financial staternents with generally accepted aceounting principles.

In this context, the Audit Committee has reviewed and discussed ResMed's audited financial statements as of and for the vear
ended June 30, 2006 with management and the independent auditors. The Audit Committee has discussed with the independent
auditors the matters required (o be discussed by Swtement on Auditing Standards No. 61 {Communication with Auodil
Commitlees), as curtently in effect. In addition the Audit Committee has received the written disciosures and the letter from the
independent auditors tequired by Independence Standuards Board Standard No. 1 {Independence Discussions with Aundit
Committees), as currently in effect, and it has discussed with the auditors their independence from ResMed.

The members of the Audit Committee are not engaged in the accounting or auditing profession and are not involved in dav-to-day
operations of ResMed. In the performance of their oversight function, the members of the Audit Committee necessarily relied upon
the information, opinion, reports and statements presented to them by ResMed’s management and by the independent auditors. As
a result, the Andit Committee’s oversight and the review and discussions referred (o above do not assure that management has
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maintained adequate financial reporting processes, principles and internal controls, that ResMed's financial statements are
accurate, that the audit of the financial statements has been conducted in accordance with generally accepted auditing standards or
that ResMed's avditors meet the applicable standards for auditor independence.

Based on the reports and discussions deseribed above, the Audit Committee recommended to the board of directors that the audited
financial statements be included in ResMed’s Annual Report on Form 10-K for the fiscal year ended June 30, 2006, for filing with
the Securilies and Exchange Commission.

AUDIT COMMITTEE
Michael A. Quinn, Chair
Donagh MeCarthy

John Warcham

The ubove veport of the Audit Committee will not be deemed to be incorporated by reference to any filing by ResMed under the
Securities Act of 1933 or the Securities Exchange Act of 1934, except to the extent that ResMed specifically incorporates it by
reference.

Changes in Board Compaesition

On August 25, 2005, Christopher Bartlent resigned from our board of directors. Upon recommendation of the Nominating and
Governance Committee, and following due diligence, on August 25, 2065 the board appointed Richard Sulpizio to the board on
August 25, 2005, with a term expiring at the 2007 annual meeting. Mr. Sulpizio was first recomnmended to serve on our board by
Peter Farrell, our Chief Executive Officer, based on criteria established before the recommendation by the Nominating and
Governance Comnitlee,

MATTERS TO BE ACTED ON

Proposal 1. Election of Directors
Our bylaws authorize a board of directors with between 1 and 13 members, with the exact number 1o be gpecified by the board of
directors from time to tme. The board of directors has determined that the number of directors constituting the full board of
directors will be eight at the present time.

The board is divided into three clusses. One class is elected every year at the Annual Meeting of Sharcholders for a term of three
vears. The class of directors whose term expires in 2006 has three members, Peter Farrell, Gary Pace and Ronald Taylor.
Accordingly, three directors are (0 be elecled at the 2006 Annual Meeting of Shareholders, who will hold office antil the 2069
Annugal Meeting of Shareholders or until the director’s prior death, disability, resignation or removal.

On recommendation of the Nominating and Governance Committee, the board of directors has nominated each of Peter Farrell,
Gary Pace and Ronald Tavlor for re-election as a director at the meeting. Proxies are solicited in favor of these nominees and will
be voted Tor them unless otherwise specified. If either Peter Farrell, Gary Pace or Ronald Taylor becomes unable or unwilling to
serve as directors, the proxies will be voted for the election of such other person, if any, as the board of directors shall designate.

Information concerning the nominees for director and the other directors who will continue in office after the meeting is set forth
below:

Term
Name Expiration ﬁ Position with Resded
Peter C.Famrell ... o oo 2006 64 Chief Executive Officer and Chairman of the Board of

Directors, nominee for re-election

Gary W, Pace@X® 2006 58  Director, nominee for re-election
Ronald Tavlor™31 o0 0 o oo o 2006 58  Director, nominee for re-election
Michael A. Quinn & o0 o 20437 58  Director
Richard Sulpizio®™® o . o oo oo oo 2067 36 Director
Donagh McCarthy 032030 0000000000 oo 2008 59  Director
Christopher G. Roberts .. .. ..o .o oo . 2008 52 Director
John WarchamW3 000000 o 20438 65  Director
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{13 Member of the Audit Committee
{2y Member of the Compensation Commillee
{33y Member of the Nominating and Governance Committee

Peter C. Farrell, Ph.D., has served as a director since ResMed's inception in June 1989 and Chief Executive Officer since July
1990, From ResMed's inception until September 2004, Dr. Farrell was also ResMed’s President. From July 1984 to June 1989,
Dr. Farrell served as Vice President, Research and Development at various subsidiaries of Baxter International, Inc. ("Baxter”™),
and from August 1985 (o June 1989, he also served as Managing Director of the Baxter Center for Medical Research Pty Lid., a
subsidiary of Baxter. From January 1978 © December 1989, he was Foundation Director of the Center for Biomedical Engincering
al the University of New South Wales where he currently serves as a Visiting Professor. He holds a B.E. in chemical engineering
with honors from the University of Sydney, an S.M. in chemical engineering from the Massachusets Institute of Technology, a
Ph.D. in chemical engineering and bioengineering from the University of Washington, Seattle and 4 D.Sc. from the University of
New South Wales. Dr. Farrell was named 1998 5an Diego Entreprencur of the Year for Health Sciences, Australian Entreprencur
of the Year in 2001 and US National Entrepreneur of the Year for 2005 in Health Sciences. In Aogust 2008, he was named Vice
Chairman of the Executive Council of the Harvard Medical School Division of Sleep Medicine. In addition to his responsibilities
with ResMed, Dr. Farrell is a director of NuVasive, Inc., a NASDAQ-listed company that develops and markets produets for the
surgicad reatment of spine disorders; and Pharmaxis Limited, an ASX and NASDAQ-listed specialist pharmaceutical company.

Gary W. Pace, Ph)., has served as a director since July 1994, Since December 2002 Dr. Pace has been Chairman and CEO of
ORxPharma Pty Lid, & privately held bio-pharmacenticals development company currently developing and commercializing pain
management and cardiovascular health products; a Visiting Scientist at the Massachusetts Institute of Technology (MIT); and an
Adjunct Professor at the University of Queensiand. In addition to ResMed, he serves as a Director of Transition Therapeutics, a
Cunadian Venture Exchange-listed Cuanadian biopharmaceutical company developing new therapies; Celsion Corp., an AMEX-
listed device and drug development company; and Peplin Lid., an AS5X-listed biopharmaceutical company. From 1993 w© 20061
Dr. Pace was President and CEO of RTP Pharma, a developer of nanc-articulate technology. From 20600 1o 2002 Dr. Pace was
Chairman and CEC of Waratah Pharmaceuticals Inc., a spin-off company from RTP Pharma. From 1993 10 1994, Dr. Pace was the
founding President and Chief Executive Officer of Transcend Therapeutics Inc. (formerly Free Radical Sciences Incl), a
biopharmaceuntical company. From 1989 to 1993, he was Senior Vice President of Clintec International, Inc., a Baxter/Nestle joint
venture and manufacturer of clinical nutritional products. Dr. Pace holds a B.Sc. with honors from the University of New South
Wales and a Ph.D. from MIT.

Ronald Taylor has served as a director since Fanuary 2005, Mr. Taylor is a director of Watson Pharmaceuticals, Inc., a NYSE-
listed specially pharmaceutical compuny; Red Lion Hotels Corp, a NYSE-listed hospnality company; and Aethon Corp, a
privately-held provider of robotic delivery systems for hospitals. Mr. Taylor is Chairman of the Board of three privately-held
companies: 3E Company, an outsourcing business for environmental health and safety; EMNE Corporation, a manufacturer of sel-
service terminals for quick service restaurants; and Asteres, Inc., a manufacturer of automated pharmaceutical prescription
dispensers {or chain drug stores. From 2002 until 2005, he served as chair of the ResMed Foundation. Mr. Taylor resigned from the
Foundation board in connection with his appointment to the ResMed Board of Directors. In 1987, Mr. Tavlor founded Pyxis
Corporation, a manufacturer of automated drug dispensers for hospitals, where he served as Chairman, President, and Chief
Executive Officer until its purchase by Cardinal Health, Inc., in 1996. Before founding Pyxis, Mr. Taylor was responsible for the
operations and international sales at Hlybritech, Inc., a biotechnology compuany, for six years. Before joining Hybritech, he served
over len years in management roles at Allergan Pharmaceuticals. Mr. Taylor received a B.A. from the University of Saskatchewan
and an MLAL from the University of California, Irvine.

Michael A. Quinn has served as a direclor since September 1992, Since April 1999, Mr. Quinn has been the Chiel’ Executive
Officer of Innovation Capital, an Australian/U.5. venture capital fund. From February 1992 to April 1999, he was a management
and financial consultant. From Joly 1988 to January 1992, Mr. Quinn served as Executive Chairman of Phoenix Scientific
Industries Limited, & privately held manofacturer of health care and scientific products. Before that, Mr. Quinn was a co-founder
and managing director of Memtec, an NYSE-listed environmental filtration company. Mr. Quinna holds both a B.Sc. in physics and
applied mathematics and a B.Ec. from the University of Western Australia and an M B A, from Harvard University.
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Richard Sulpizio has served as a director since August 2005, Mr. Sulpizio retired in July 2001 as President and COO from
QUALCOMM, INC.. a NASDAQ-listed wireless communication company. Afler his retirement, QUALCOMM  asked
Mr. Sulpizio to serve as President of QUALCOMM China from May 2002 o March 2003, and then as President of QUALCOMM
Europe from January 1o September 2004, [n March 2005, Mr. Sulpizio returned, and served untit December 2003, as President and
CEO of MediaFLO, USA, Inc, a QUALCOMM subsidiary, chartered with bringing multimedia services to the wireless industry.
Before joining QUALCOMM, Mr. Sulpizio spent elght years with Unisys corporation, a diversified computer and electronics
company and 10 vears with Fluor Corporation, an engineering and construction company. Mr. Sulpizio also serves as a Director of
QUALCOMM, INC., serving as 4 member of the Board of Directors of QUALCOMM since 2000, Mr. Sulpizio is also on the
Advisory Board of Focus Ventores, a Palo Allo based venture capitad company. Mr. Sulpizio chairs the {niversity of California
San Diego’s Sulpizio Family Cardiovascular Center Advisory Board and is on the board of the Danny Thompson Memorial
Leukemia Foundation. Mr. Sulpizio holds a B.A. {from California State University, Los Angeles, and an M.S. in Systems
Muanagement from the University of Southern California.

Donagh MeCarthy has served as a director since Novernber 1994, Mr. MeCarthy has been a consultant to Pharmediun Healtheare
Inc., a privately held pharmacy service company since 2003. From 2000 to 2003 Mr. MceCarthy was President and CEO of
Protiveris Inc., a Maryland-based biotechnical startup company. From September 1996 0 January 2000, he was President of RMS
Inc., an affiliate of Baxter Healtheare. From June 1993 unil Septemnber 1996, he was President of the North America Renal
Division of Baxter. Before that, beginning in March 1988, Mr. McCarthy was General Manager and Director of Baxter Japan KK.
Mr. MeCarthy held various other positions ar Baxter beginaing in 1982, including Vice President-Global Marketling, Strategy and
Produel Development. Mr. MeCarthy received a bachelor’s degree in engineering from the National University of Ireland and an
M.B.A. from the Wharton School, University of Pennsylvania.

Christopher (. Roberts, Ph.)., has served as one of our directors since September 1992, He also served as a director from August
1989 1o November 1990, Since February 2004 he has been Chief Executive Officer and President of Cochlear Limited, an
ASX-listed cochlear implant company for the treatment of severe and profound deafness. Between August 1992 and January 2004
he was ResMed's Executive Vice President responsible for European and Asta-Pacific activities. Between 1976 and 1989 he served
in various positions in medical device companies, including President of BGS Medical (Denver, Colorado), an orthopaedic implant
company. Dr. Roberts holds a B.E. in chemical engineering with honors from the University of New South Wales, an M.B.A. from
Macguoarie University and a Ph.D. in biomedical engineering from the University of New South Wales. He is a Fellow of the
Australian Academy of Technological Sciences and Engineering (FTSE) and a Fellow of the Australian [nstitute of Company
Directors (FAICD). He was a member of the National Health and Medical Research Council (NHMRCY, Auvstralia’s health and
medicad research and advisory body {for the 2003-2006 tiennivm, and a Chairman of Research Australia, a non-profit organization.

John Warelham has served as a director since January 2005, Mr. Wareham is the former Chairman and Chief Executive Officer of
Beckman Coulter, Inc. a NYSE-listed biomedical company that develops and markels instruments, chemistries, software and
supphies to simplify and automate laboratory processes. Before joining Beckman Couller in 1984, Mr. Wareham was President of
Norder Laboratories, Inc., a wholy-owned subsidiary of SmithKline Beckman. He {irst joined a predecessor of SmithKline
Beckman Corporation in 1968, Mr. Warcham is a director and non-executive Chairman of STERIS Corporation a NYSE-listed
market leader in infection prevention, decontamination and health science technologies, products and services, and a director of
Greatbatch Technologies, Inc., a NYSE-listed developer and manufacturer of critical components used in implantable medical
devices and other technically demanding applications. Mr. Warcham holds a B.S. in Pharmacy from Creighton University in
Omaha, Nebraska, and an MBA from Washington University in $t. Louis, Missourtd.

Board Independence

Our board of directors has determined that each of Messrs. McCarthy, Pace, Quinn, Sulpizio, Taylor, and Wareham and their
respective family members, has no relationship with ResMed (either directly, or as a partner, sharecholder or officer of an
organization that has a relationship with ResMed), commercial or otherwise, other than in their capacity as a director, and each
such director is thus “independent.” The board also determined that each member of the Audit, Nominating and Governance, and
Compensation Committees 13 “independent” as required by the applicable listing standards of the NYSE. The board determined
that each of Drs. Farrell and Roberts had a material relationship with ResMed that prohibited such person from being considered
“independent” under applicable standards.
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Committees of the Board of Directors

Our independent directors meet at least four times a vear in executive session withoul management and  without
nop-independent directors. The executive sessions are presided over by Gary Pace, the Chair of our Nominating and
Governance Commitlee.

The bouard of directors has three standing committees o assist in the management of our affairs: Compensation, Nominating and
Governance, and Audit. A copy of the charters for each of these committees can be found at our Web sile at www resmed.com, and
is available 1o shareholders upon request made to our Secretary at ResMed Ine, 14040 Danielson Streetl, Poway, California
92064-6857.

The Compensation Committee currently consists of Ronald Tavlor (Chair), Gary Pace, Donagh McCarthy and Richard Sulpizio.
The Compensation Committee’s primary purposes are 1o

+  Establish and review the compensation of officers, directors, and executives of ResMed;
+  Advise the board regarding ResMed’s compensation philosophies, practices, and proceduores;

+  Advise the bouard regarding key senlor management succession planning, including recruiting, hiring, development, and
retention, and lermination of key senior execulives; and

+  Administer the Company’s equily and compensation plans.

The Nominating and Governance Commitiee consists of Gary W. Pace {(Chairman}, Donagh McCarthy, Michael Quinn, Ronald
Taylor, John Warcham and Richard Sulpizio. The Nominating and Governance Committee’s primary purposes are o

+  Assure that the composition, practices, and operation of the Board of Directors contribute (o lasting value creation and
effective representation of ResMed sharcholders; and

+  Assist the board with selecting board and committee members, commitiee selection and rotation practices, evaluating the
board’s overall effectiveness, and reviewing and considering developments in corporate governance practices.

Our Corporate Governance Guidelines sel forth goals regarding composition of the board and committees, meetings and
expectations of directors. A copy of our Corporate Governance Guidelines may be {found on our websile located al
www.resmed.com, and is available to sharcholders upon request made to the Secretary of ResMed at ResMed Ine, 14040 Danielson
Street, Poway, California, 92064-6857.

The Nominating and Governance Committee identifies nominees for the bourd of directors by first evaloating the current members
of the board of directors willing to continue in service. Current members with qualifications and skills that are consistent with the
Nominating and Governance Commitlee’s criteria for Board service are re-nominated. As to new candidates, the Nominating and
Governance Cormnmiltee generally identifies the desired gualifications for new board members, and polls the board of directors and
members of management for their recommendations. The Nominating and Governance Committee may also review the
composition and qualification of the boards of directors of ResMed’s competitors, and may seek input from industry experts and
anadysts. The Nominating and Governance Commiiltee may engage a third-party search firm to identily candidates in those
situations where particular gualifications are required or where existing contacts are not sufficient to dentify an appropriate
candidate. The Nominating and Governance Commiltee reviews the qualifications, expertence and background of all candidates.
The independent directors and executive managemenlt interview final candidates. In making 11s determinations, the Nominating and
Governance Committee evaluates each individual in the context of the board of directors as a whole, with the objective of
assernbling a group that can best perpetuate the success of ResMed and represent shareholder interests through the exercise of
sound judgment. Alter review and deliberation of all feedback and data, the Nominating and Governance Committee makes ils
recommendation to the board of directors. This general process was folowed in selecting Mr. Sulpizio to fill the vacancy created
by Dr. Barde('s resignation from the board.

Recommendations received from sharcholders in accordance with the sharcholder nominations guidelines below will be
processed and are subject to the sume criteria as are candidates nominated by the Nominating and Governance Committee. The
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Nominating and Governance Committee will consider shareholder suggestions for nominees for directorship and have a policy
1o consider any candidates recommended by sharcholders who have held a minimum of 1% of ResMed's outstanding voling
securities for at least one vear. In order for the Nominating and Governance Committee to consider a sharcholder nomination,
the sharcholder must submit a detailed resume of the candidate and an explanation of the reasons why the shareholder believes
the candidate is qualified for service on the board of directors. The sharcholder must also provide such other information about
the candidate that would be required by the SEC rules to be included in a proxy statement. In addition, the shareholder must
include the consent of the candidate (including the consent to a background check) and desceribe any relationships, arrangements
or undertakings between the sharcholder and the candidate regarding the nomination or otherwise. The shareholder must submit
proof of ResMed shareholdings. All communications should be submitted in writing o the Chairman of the Nominating and
Governance  Committee, ¢/o  Secretary, ResMed Inc, 14040 Danielson Sweet, Poway, California, 920064-6857.
Recommendations received afler 120 days before the mailing of the proxy will likely not be considered timely for consideration
at that year's annual meeling.

The Audit Committee consists of Michael A, Quina (Chairman), Donagh McCarthy and John Wareham. The bouard of directors has
determined that Mr. Quinn is a financial expert within the meaning of the SEC rules. The Auvdit Commiliee operales under a
written charter that was adopted by the board of directors in May 2080, and last amended as of October 2604, The Auadit
Committee’s responsibilities include selecting our independent auditors and approving their fees and other significant
compensation, as well as reviewing:

« our annual financial statements and quarterly resuls;

+ the adequacy and effectiveness of our systems of internal accounting controls;

+  any significant matters identified as a result of our independent accountants’ procedures;
+ the annual and quarterly earnings press releases prior to their respective release;

+ the independent auditors” audit plan and engagement letter;

+ the independence and performance of our independent auditors:

+ material legal matters and potential conflicts of interest;

+ our code of ethical conduct and its enforcement; and

« the adequacy and succession planning of ResMed’s accounting and financial personnel.

Bouard Meetings and Compensation

The bouwrd of directors held four meetings doring fiscal year 2006. In addition, the Compensation Committee met four tmes, the
Nominating and Governance Committee met four times, and the Audit Committee mel four times, during fiscal year 2006, During
fiscal year 2006, cach director attended 100% of the aggregate of the total number of meetings of the board of directors and of the
committees of the board of directors on which that director served, except for Richard Sulpizio, who was not present for the
February 2006 meeting. Al directors were present for the 2005 Anntal Sharcholder’s Meeting, with the exception of Richard
Sulpirio who had a commitment that reguired him to be out of the country at that time.

Each director who is not an employee of ResMed received an annual fee of $15,000 Tor his service as a director during fiscal 2006,
Each board member received $1,508 for attendunce af board meetings and $1,000 for attending commitlee meetings, either in
person or by telephone. In addition, the chairs of each commitiee received an additional annual fee: $5,000 for the audit committee
and $3.500 for the other commitlees, representing an increase in compensation. Each director was reimbursed for expenses
incurred in connection with atiending meelings.

For fiscal 2004 and 2005, the additional annval fee for the chairs of each committee was $2.000. The decision to increase the
annual fee for the chairs of each committee was based on a review of board compensation paid by comparable companies using the

same comparables used for management compensation decisions. The comparable data was compiled by third-party consultants.
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Following the review, the compensation committee recommended, and the full board approved, the increases. The following chart
shows the cash compensation paid to each non-employee director for his service on the board during fiscal 2000,

Annual Conunittee Meeting Tatal Cash
Numne Retainer Chair Retainer Fees Compensation
Christopher Bartlett! ... .o o 0 0 $ 3,580 $ 3500
Donagh McCarthy ... .. . $15.060 0 $18.060 $33.600
Gary W Pace ... .. . $15.000 $3.500 $13,080 $31,500
Michael A. Quinn ... ... . .. . Lo $15.000 5,000 314,080 $34.000
Christopher G. Roberts ... .. . o o o o o oLl $15.000 0 $ 6,080 321,000
Richard Sulpizio ... o o oo o $15.000 0 311,080 326,000
Ronmald Taylor ... . . . 315,000 $3.560 $13.060 $31.500
John Wareham . ... .. .o oo $15.000 0 314,080 329,600

{1} Ceased service on the board in August 2005.

Directors who are not employees also hold and receive stock options under our 1995 Option Plan and 1997 Equity Participation
Plan. On July 1, 2003, each of the non-executive directors received 24,000 stock options at an exercise price per share of $32.995.
On July 7, 20066, each of the non-executive directors received 18,000 stock options at an exercise price per share of $47.75. The
exercise prices represent the fair market value of our common stock on the date of grant, and the options vest one third at & time
annually after grant. These levels of stock option award are below the automatic grant levels in the 1997 Equity Participation Plan
approved by sharcholders. That plan authorizes an annual grant of options on 40,000 shares, but the directors walved their
entitlenment to 16,000 of those options. I the shareholders approve the ResMed [nc. 2000 Incentive Award Plan at this meeting
{See Proposal 2., the new plan does not provide for automatic grants of options (0 the directors, but permits the plan administrator
to make awards of options and other equily incentives in its discretion. It is the intention of the board at this tme (o continue
annual grants 10 non-employee board members, (© be granted al the same time as the annual grant to management. In determining
the size of the annual grants, the board intends (0 consider data collected by a third-party consullant retained by the Compensation
Commitlee concerning grants and other compensation for directors at comparable companies, along with other factors the board
finds applicable.

In addition to the foregoing, during fiscal 2006, Mr. Tavior on one occasion traveled with Mr. Farrell on the Company-leased
atreraft for personal travel. The ineremental cost (6 the Company for this flight allocated to Mr. Taylor is $2.280. See “Summary
Compensation Table™ for information regarding Mr. Farrell.

Shareholder Communications with the Board of Directors

Shareholders may communicate with our non-management board members by written mail addressed to the Chalr of the
Nominating and Governance Committee, care of Secretary, ResMed Inc, 14040 Danielson Street, Poway, California, 92064-6857.
We encourage sharcholders to include proof of ownership of our stock in such communications. The Secretary will forward all
communications (0 the Chair of the Nominating and Governanee Committee.

Code of Ethics

We have a code of business conduct and ethics for directors, officers and employees, which can be found at www.resmed.com and
is available to shareholders upon request made to the Secretary at ResMed Ine, 14040 Danielson Street, Poway, California,
02064-6857. These codes summarize the compliance and ethical standards and expectations we have for all of our officers,
directors and employees, including our Chief Executive Officer and senior financial officers, with respect to their conduet in
conneclion with our business. Our code of business conducl and ethics constitutes our code of cthics within the meaning of
Section 406 of the Sarbanes Oxley Act of 2002 and the NYSE listing standards. We intend to disclose fulure amendments o or
waivers of certain provisions of our code of business conduct and ethics applicable to our principal executive officer, principal
finaneial officer principal accounting officer, controller and persons performing similar functdons on our website at
www.resmed.com within five business days or as otherwise reguired by the SEC or the NYSE.
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Medical Advisory Beard

In addition to the committees of the board of directors, we have an independent Medical Advisory Board. The Medical Advisory
Board is comprised of leading physicians and researchers with an interest in sleep medicine; they advise management with respect
1o our current and proposed product lines and developments in the field of sleep medicine from a medical perspective.

REQUIRED VOTE AND BOARD RECOMMENDATION

Assurning a guorumn s present, directors will be elected by a favorable vote of a plurality of the aggregate votes cast, in person or
by progy, at the meeting. Accordingly, the three nominees receiving the highest number of votes will be elected. Abstentions will
have no effect on the outcome of the election of candidates for director. The election of directors s a matter on which brokers are
empowered to vote and, thus, broker non-votes are not expected on the election of directors.

Unless instructed to the contrary, the shares represented by the proxies will be voted FOR the election of the three nominees named
above. Although it is anticipated that the nominees will be able to serve as directors, should a nominee become unavailable to
serve, the proxies will be voted for such other person or persons our board of directors may designate.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE “FOR” THE ELECTION OF EACH OF THE
THREE NOMINEES TO THE BOARD OF DIRECTORS.

Proposal 2. Approval of the ResMed Inc. 2006 Incentive Award Plan

Our shareholders are being asked to approve the ResMed 2006 Incentive Award Plan {the “2086 Plan™). On August 21, 2006,
based on the recommendation of our Compensation Committee, the Board approved and adopted the 2006 Plan, subject to approval
by our sharcholders. The 2006 Plan succeeds the 1997 Equity Participation Plan of ResMed lne. (the “1997 Plan™}. which
authorized a maximurm of 16,000,000 shares (as adjusted for stock splits) of the Company’s common stock and was adopted by the
board of directors and then approved by the sharcholders in November 1997, As of September 14, 2006, a total of 7,986,010 shares
were subject (0 outstanding awards under the 1997 Plan, and 3,223,912 shares remained available for the grant of new awards
under the 1997 Plan. No more than 50,000 additional awards will be granted under the 1997 Plan between September 14, 2006 and
the date of the annual meeting. Assuming that the Company’s sharcholders approve the 2086 Plan, no further awards will be made
under the 1997 Plan. The 2000 Plan authorizes the issuance of 7.8 mitlion shares of our common stock.

The principal features of the 2006 Plan are summarized below, but the summary is qualified in i1s entirety by reference to the 2006
Plan fiself which is attached to this proxy statement as Appendix A. We encourage you to read the 2006 Plan carefully.

Purpaose of the 2006 Plan

The purpose of the 2006 Plan is to provide additional incentive for directors, key employees and consultants to further the growth,
development and financial success of the Company and its subsidiaries by personally benefiting through the ownership of the
Company’s Common Stock, or other rights which recognize such growth, development and financial success. Our board also
believes that the 2006 Plan will enable us to obtain and retain the services of directors, key emplovees and consoltants that are
comsidered essential to our long range success by offering them an opportunity 0 own stock and other rights that reflect our
financial success. The 2006 Plan is also designed to permit us to make cash and eqguily based awards intended to qualify as
“performance-based compensation” under Section 162{m) of the Internal Revenue Code of 1986, as amended {the “Code™).

The 2006 Plan will become effective immediately upon sharcholder approval at the meeting. All outstanding awards under the
1997 Plan will continue (0 be governed by the 1997 Plan, however the 1997 Plan will be terminated as to future grants, effective as
of the shareholder approval of this Proposal 2.

Securities Subject to the 2606 Plan

The maximum oumber of shares of Common Stock authorized for issuance under the 2006 Plan is 7,808,000 shares. The number
of shares of Common Stock available for issuance under the 20066 Plan will be reduced by (1) two and one tenth {2.1) shares for
each one share of Common Stock delivered in settlemnent of any “full-value award,” which is any award other than a stock option,
stock appreciation right or other award for which the holder pays the intrinsic value and {ii) one share for each share of common
stock delivered in settlement of all other awards.
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The 2006 Plan counts shares on a “gross” basis and does not allow the re-grant of shares withheld or surrendered in payment of the
exercise price or tax withholding obligations of an award. In the event of any cancellation, termination, expiration or forfeiture of
any award under the 2006 Plan, any shares subject (o the award at sueh time will be available for future grants under the 20606 Plan.
If any shares of restricted stock are surrendered by a participant or repurchased by the Company doe to their forfeiture, such shares
also will be available for future grants under the 2006 Plan. The add back of shares due to the replenishment provisions of the 2006
Plan will be on a one share added back for each one stock option, stock appreciation right and other award for which the holder
pays the intrinsic value that was granted under the 2006 Plan is subsequently terminated, expired, cancelled, forfeiled or
repurchased. For every other award granted under the 2006 Plan, that is for every full-value award granted under the 2006 Plan,
that is expired, cancelled, forfeiled or repurchased (wo and one-tenth (2.1} shares will be made avatlable for issuance under the
2006 Plan. In no event, however, will any shares of Common Stock again be avallable for future grants under the Plan if such
action would cause an incentive stock option to fail o qualify as an incentive stock option under Section 422 of the Code.

To the extent permitted by applicable law or any exchange rule, shares issued in assumption of, or in substitution for, any
outstandingy awards of any entity acquired in any form of combination by the Company or any of its subsidiaries will not be
counted against the shares available for issuance under the 20066 Plan.

The shares of Common Stock covered by the 2006 Plan may be weasury shares, authorized but unissved shares, or shares
purchased in the open market. For purposes of the 2006 Plan, the fair market value of a share of Common Stock as of any given
date will be the closing sales price for a share of Common Stock on the day preceding or, if there is no closing sales price for the
Common Stock on such date, the closing sales price for a share of Common Stock on the last preceding date for which such
quotation exists, as reported on the New York Stock Exchange {the "NYSE™). The closing sales price for a share of Common Stock
on September 14, 2006 was $40.26, as reported by the NYSE.

Eligibility

Our employees, consultants and non-employee directors are eligible to receive awards under the 2006 Plan. As of September 14,
2006, we had approximately 2,500 emplovees and consultants, and we currently have eight directors, seven of whom are
non-employee directors. The administrator delermines which of our employees, consultunts and directors will be granted awards.
No employee, non-employee director or consultant is entitled to participate in the 2006 Plan as a matter of right, nor does any such
participation constitute assurance of continued employment or Board service. Only those employees, non-employee directors and
consultants who are selected to receive grants by the administrator may participate in the 2606 Plan.

Awards Under the 20606 Plan

The 2006 Plan provides that the administrator may granl or issue stock options, stock appreciation rights ("SARs™), restricted
stock, restricted stock units, deferred stock, dividend equivalents, performance awards and stock payments, or any combination
thereof. Each award will be set forth in a separate agreement with the person receiving the award and will indicate the type, terms
and conditions of the award.

Non-Quafified Stock Options. Non-gualified stock options ("NQSOs™) will provide for the right to purchase shares of Common
Stock at a specified price not less than the fair market value Tor a share of Common Stock on the date of grant, and vsually will
become exercisable (in the discredon of the administrator) in one or more installments affer the grant date, subject 10 the
completion of the applicable vestdng service period or the attainment of pre-established performance goals. NQSOs may be granted
for any lerm specified by the administrator, but may not exceed seven years.

frcentive Stock Options. Incentive stock options ("15057) will be designed w0 comply with the applicable provisions of the Code,
and will be sulject 10 certain restrictions contained in the Code. Among such restrictions, [SOs must have an exercise price not less
than the fair market value of a share of Common Stock on the date of grant, may only be granted to employees, and must not be
exercisable after a period of seven vears measured from the date of grant. 1505, however, may be subsequently modified to
disqualify themn from treatment as I50s. The total fair market value of shares (determined as of the respective date or dates of
arant) for which one or more options granted to any employee by the Company (including all options granted under the 2006 Plan
and all other option plans of the Company or any parent or subsidiary corporation) may for the first time become exercisable as
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IS0s during any one calendar vear shall not exceed the sum of $100.000. To the extent this Hmit is exceeded, the options granted
will be NOQSOs. In the case of an [50 granted to an individual who owns {or is deemed (0 own) more than 1% of the total
combined voting power of all classes of stock of the Company or any parent or subsidiary corporation, the 2006 Plan provides that
the exercise price of an ISO must be at least 110% of the fair market value of a share of Common Stock on the date of grant and
the IS0 must not be exercisable after a period of five years measured from the date of grunt. Like NQSOs, ISOs usually will
become exercisable (in the discredon of the administrator) in one or more installments after the grant date, subject 10 the
completion of the applicable vesting service period or the attainment of pre-established performance goals.

Stock Appreciation Rights. Stock appreciation rights provide for the pavment of an amount 1o the holder based upon increases in
the price of our Common Stock over a set base price. The base price of any SAR granted under the 2006 Plan must be at least
130% of the fair market value of a share of Common Stock on the date of grant. SARs under the 2006 Plan will be settled in cash
or shares of Common Stock, or in & combination of both, at the election of the administrator. SARs may be granted in connection
with stock options or other awards, or separately. SARs may be granted for any term specified by the administrator, but may not
exceed seven years.

Restricted Stock. Restricted stock may be issued at such price, if any, and may be made subject 1o such restrictions Gincluding time
vesting or satisfaction of performance goals), ag may be determined by the administrator. Restricted stock typically may be
repurchased by us at the original purchase price, if any, or forfeited, if the vesting conditions and other restrictions are not met. In
gzeneral, restricted stock may not be sold, or otherwise hypothecated or trunsferred, until the vesting restrictions and other
restrictions applicable 10 such shares are removed or expire. Recipients of restricted stock, unlike recipients of oplions or restricted
stock units, generally will have voting rights and will receive dividends prior to the time when the restrictions lapse.

Deferred Stock Awards. Delerred stock may not be sold or otherwise hypothecated or transferred until issued. Deferred stock will
not be issued until the deferred stock award has vested, and recipients of deferred stock generally will have no voting or dividend
rights prior to the me when the vesting conditions are satisfied and the shares are issued. Deferred stock awards generally will be
forfeited, and the underlying shares of deferred stock will not be issued, if the applicable vesting conditions and other restrictions
are not mel.

Restricted Stock Unifs. Restricled stock units entitle the holder 1o receive shares of Common Stock, subject 1o the removal of
restrictions which may include completion of the applicable vesting service period or the attainment of pre-established
performance goals. The issuance of shares of Common Stock pursuant o restricted stock units may be delayed beyond the time at
which the restricted stock units vest. Restricted stock units may not be sold. or otherwise hypothecated or transferred, and holders
of restricted stock units do not have voling rights. Restricted stock units generally will be forfented, and the underlying shares of
stock will not be issued, if the applicable vesting conditions and other restrictions are not met.

Dividend Eyuivalents. Dividend equivalents represent the value of the dividends per share paid by us, if any, calculated with
reference to 4 specified number of shares. Dividend equivalent rights may be granted alone or in connection with stock options,
SARs or other equity awards granted 1o the participant under the 20006 Plan. Dividend equivalents may be paid in cash or shares of
Common Stock, or in a combination of both, at the election of the administrator.

FPerformance Awards. Performance awards may be granted by the administrator to employees, consultants or non-employee
directors based upon, among other things, the contributions, responsibilities and other compensation of the particular recipient.
Generatly, these awards will be based on specific performance goals and may be paid in cash or in shares of Common Stock, or in
a combination of both, at the election of the administrator. Performance awards may include “phantom”™ stock awards that provide
for pavments based upon the value of our Common Stock. Performance awards may also include bonuses granted by the
administrator, which may be payable in cash or in shares of Common Stock, or in a combination of both.

Stock Payments. Slock payments may be authorized by the administrator in the form of Common Stock or an option or other right
to purchase Common Stock and may, without limilation, be issued as part of a deferred compensation arrangement in lien of all or
any part of compensation — including, without limitation, salary, bonuses, commissions and directors” fees — that would
otherwise be payable in cash 1o the employee, non-employee director or consultant.
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Section 162{m} "Performunce-Bused” Awards. The sdministrator may designate employees a8 participants whose compensation
for a given {fiscal vear may be subject 0 the limit on deductible compensation imposed by Section 102(m) of the Code. The
administrator may grant to such persons and other cligible persons stock options, SARs, restricted stock, restricted stock units,
deferred stock, dividend eqguivalents, performance awards, cash bonuses and stock payments that are paid, vest or become
exercisable upon the achievement of specified performance goals which are related to one or more of the following performance
criteria, as apphicable (0 the Company or any subsidiary, division, operating unit or individual:

+  Net earnings {either before or after interest, taxes, depreciation and/or amortization};
+  gross or net sales or revenue;
+  Net income {either before or afler taxes);
*  operating earnings;
+ cash flow {including, but not limited (o, operating cash flow and free cash flow);
+  relurn on assets;
+  return on capital;
+ return on sharcholders” equity;
+  return on sales;
«  gross or net profit or operating marging
* COosis)
+  funds from operations;
+ expense;
+ working capital;
+  earnings per share;
+  price per share of Common Stock
+  FDA or other regulatory body approval;
« implementation or completion of critical projects: and
+ market share.
Performance goals established based on the performance eriteria may be measured either in absolute terms or as compared (o any

incremental increase or decrease or as compared to the results of 4 peer group. Achievement of each performance goal will be
determined in accordance with generally accepled accounting principles to the extent applicable.

The maximum number of shares which may be subject (o awards granted under the 2006 Plan to any individual during any fiscal
year may not exceed 1,000,000 shares of Common 5Stock, subject o adjustment in the event of any recapitalization,
reclassification, stock split, reverse stock splil, reorganization, merger, consolidation, split-up, spin off or other transaction that
affects the Common Stock in a manner thal would require adjustment (0 such limit in order to prevent the dilution or enlargement
of the potential benefits intended 1o be made available under the 2066 Plan. In addidon, cash-setled performance awards in any
fiseal yvear may not have an aggregate maximuom amount payable in excess of $2,000.000.

Vesting and Exercise of Awards

The applicable award agreement will contain the period during which the right (0 exercise the award in whole or in part vests. Al
any time after the grant of an award, the administrator may accelerate the period during which such award vests, subject to certain
limitations. No portion of an award which 1% not vested at a participant’s termination of employment, ermination of board service,
or termination of consulting relationship will subsequently become vested, except as may be otherwise provided by the
administrator either in the agreement relating 1o the award or by action following the grant of the award.
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Generally, an option or stock appreciation right may only be exercised while such person remains our employee, director or
consultant, as applicable, or for a specified peried of time {up 1o the remainder of the award term) following the participant’s
termination of employment, directorship or the consulting relationship, as applicable. An award may be exercised for any vested
portion of the shares subject to such award until the award expires.

Foll-value awards made under the 2006 Plan generally will be subject (o vesting over a period of not less than (i) three vears from
the grant date of the award if 1t vests based solely on employment or service with the Company or one of its subsidiaries, or (ii) one
year following the commencement of the performance period, for full-value awards that vest based upon the attainment of
performance goals or other performance-based objectives. However, an aggrepate of up to 180,000 shares of Common Stock may
be granted subject to full-value awards under the 2006 Plan without respect (o such minimum vesting provisions.

Only whole shares of Common Stock may be purchased or issued pursuant o an award, Any required payment for the shares
subject to an award will be paid in the form of cash or a check payable to us in the amount of the aggregate purchase price.
However, the administrator may in its discretion and subject to applicable laws allow payment through one or more of the
following:

+ the delivery of certain shares of Common Stock owned by the participant;
+  the surrender of shares of Common Stock which would otherwise be issuable upon exercise or vesting of the award;
+ the delivery of property of any kind which constitutes good and valuable consideration;

«  with respect to options, a sale and remittance procedure pursuant to which the optionee will place a market sell order with
a broker with respect to the shares of Common Stock then issuable upon exercise of the option and the broker timely pays
a sufficient portion of the net proceeds of the sale to us in satstaction of the option exercise price for the purchased shares
plus all applicable income and employment taxes we are reguired to withhold by reason of such exercise: or

+ any combination of the foregoing.

Transferability of Awards

Awards generally may not be sold, pledged, assigned or transferred in any manner other thuan by will or by the laws of descent and
distribution or, subject to the consent of the administrator of the 2006 Plan, pursuant to 2 domestic relations order, unless and until
such award has been exercised, or the shares underlying such award have been issued, and all restrictions applicable 0 such shares
have lzpsed. Notwithstanding the foregoing, NQSOs may also be transferred with the administrator’s consenl to certain family
members and trusts. Awards may be exercised, during the lifetime of the holder, only by the holder or such permited ransferee.

2006 Plan Benefits

No awards will be granted under the 2006 Plan until it i approved by our shareholders. The future benefits that will be received
under the 2006 Plan by our current directors, executive officers and by all eligible employees are not currently determinable.

Adjustments for Stock Spiits, Recapitalizations, and Mergers

In the event of any recapitalization, reclassification. stock splil, reverse stock split, reorganization, merger, consolidation, split-up,
spin off or other similar fransaction that affects our Common Stock, the administrator of the 2006 Plan will proportionally adjust:

+ the number and Kind of shares of Common Stock (or other securities or property) with respect o which awards may be
granted or awarded under the 2006 Plan;

+ the limitation on the maximum number and kind of shares that may be subjeet 1o one or more awards granted (0 any one
individual during any fiscal vear;

+  the number and kind of shares of Common Stock {or other securities or property) subject o ocutstanding awards under the
2006 Plan; and

+ the grant or exercise price with respect to any outstanding award.

24



Change in Contrsl

In the event of a Change in Control (as defined in the 2006 Plan}, each ouistanding award will be assumed. or substituted for an
equivalent award, by the successor corporation. If the successor corporation does not provide for (he assumpton or substitution of
the awards, the administrator may cause all awards to become fully exercisable prior to the consummation of the tansaction
constituting a Change in Control, for a period of fifteen days following notice to the award recipient.

Administration of the 2086 Plan

The Compensation Committee of our board will be the administrator of the 2006 Plan vnless the board assumes authority for
administration. The board shall administer the 2006 plan as to avards to non-emplovee directors. The Compensation Committee is
expected to consist of two or more directors, each of whom is intended 1o qualify as both a “non-employee director,” as defined in
Rule 16b-3 of the Exchange Act, and an “outside director™ for purposes of Section 162{m) of the Code. The Compensation
Committee may delegate its authority to grant awards 1o persons other than officers of the Company, (0 a committee consisting of
one or more members of the board or officers. The administrator has the power to:

+  select which directors, employees and consultants are 1o receive awards and the terms of such awards, consistent with the
2006 Plan;

+ determine whether options are (0 be NQSOs or 150s, or whether awards are to qualify as “performance-based”
compensation under Section 162{m} of the Code;

«  construe and interpret the terms of the 2006 Plan and awards granted pursnant to the 2006 Plan;
«  adopt rules for the administration, interpretation and application of the 2006 Plan;

« interpret, amend or revoke any of the rules adopted for the administration, interpretation and application of the 2006
Plan; and

« amend one or more outstanding awards in & mannaer that does not adversely affect the rights and obligations of the holder
of such award (exeept in certain limiled circumstances).

Since the Company’s shares are listed on the Australian Stock Exchange, and since the Company and its subsidiaries have
operations in Australia and other countries outside of the United States, the 2006 Plan also authorizes the administrator to make
such modifications to the terms and conditions of Awards, including the adoption of a subplan, as may be deemed advisable to
ensure compliance with applicable foreign laws and listing standards, provided that any such action does not violate any other
applicable law or require stockholder approval.

Amendment and Termination of the 2806 Plan

The administrator may amend the 2006 Plan at any time, subject to sharcholder approval to increase the limits on the number of
shares that may be issued, to change the eligibility requirements, 1o decrease the exercise price of any outstanding option or stock
appreciation right granled under the 2006 Plan, or (0 replace any outstanding option or SAR with cash, restricted shares, or any
other awards.

The administrator may erminate the 2006 Plan at any tme. However, in no event may an award be granted pursuant to the 2006
Plan on or afier August 21, 2016.

Federal Income Tax Conseguences Associated witl: the 2086 Plan

The following is a general surmary under current law of the material federal imcome 1ax consequences to participants in the 2006
Plan. This summary deals with the general tax principles that apply and is provided only for general information. Some kinds of
taxes, such as state and local income taxes, are not discussed. Tax laws are complex and subject 10 change and may vary depending
on individoal circumstances and from locality (0 locality. The summary does not discuss all aspects of income taxation that may be
refevant in light of a holder’s personal circumstances. This summarized tax information 18 not tax advice.
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Nen-Qualified Stock Options. 1f an optionee 1% granted a NQSO under the 2006 Plan, the optionee will not have taxable income on
the grant of the option. Generally, the optionee will recognize ordinary income at the time of exercise in an amount equal to the
difference belween the option exercise price and the fair market valoe of a share of Common Stock at such time. The optionee’s
basis in the stock for purposes of determining gain or loss on subsequent disposition of such shares generally will be the fair
markel value of the Common Stock on the date the optionee exercises such option. Any subsequent gain or loss generally will be
taxable as capital gains or losses.

Incentive Stock Optipns. No taxable income is recognized by the optionee at the time of the grant of an 130, and no taxable
income 1% recognized for regular tax purposes at the time the oplion s exercised; however, the excess of the fair market value of
the Common Stock received over the option price is an “ilem of adjustment” for alternative minimum tax purposes. The optionee
will recognize taxable income in the vear in which the purchased shares are sold or otherwise made the subject of a taxable
disposition. For federal (ax purposes, dispositions are divided into two categories: qualifying and disqualifving. A gualifying
disposition occurs if the sale or other disposition is made more than two years after the date the option for the shares involved in
such sale or disposition is granted and more than one yvear afler the date the shares are transferred upon exercise. H the sale or
disposilion oceurs before these two periods are satisfied, then a disqualifying disposition will result.

Upon a qualifyving disposition, the optonee will recognize long-term capital gain in an amount equal 1o the excess of the amount
realized upon the sale or other disposition of the purchased shares over the exercise price paid for the shares. 1f there is a
disqualifying disposition of (he shares, then the excess of the fair market value of those shares on the exercise date over the
exercise price paid for the shares will be (axable as ordinary income to the optionee. Any additional gain or loss recognized upon
the disposition will be recognized as a capital gain or loss by the optionee.

We will not be entitled to any income tax dedoction if the optionee makes a qualifying disposition of the shares. If the optionee
makes a disgualifying disposition of the purchased shares, then we will be entided to an income tax deduction, for the taxable year
in which such disposition oceurs, equal (o the ordinary income recognized by the optionee.

Stock Appreciation Rights. No taxable income is generally recognized upon the receipt of a SAR, but upon exercise of the SAR
the cash or the fair market value of the shares received will be taxable as ordinary income to the recipient in the year of such
exercise.

Restricted Stock. In general, a participant will not be taxed upon the grant or purchase of restricted stock that s subject 10 a
“substantial risk of forfeiture,” within the meaning of Section 83 of the Code. However, at the time the restricted stock is no longer
subject to the substantial risk of forfeiture {e.g., when the restrictions lapse on a vesting date), the participant will be taxed on the
difference, if any, between the fair market value of the Common Stock on the date the restrictions lapsed and the amount the
participant paid, i’ any, for such restricted stock. Recipients of restricted stock under the 2006 Plan may, however, make an
election under Section 83(h}) of the Code 16 be axed at the time of the grant or purchase on an amount equal o the difference, if
any, between the fair market value of the Common Stock on the date of transfer and the amount the participant paid, if’ any, for
such restricted stock. If a tmely Section 83(b) election is made, the participant will not recognize any additional income as and
when the restrictions applicable o the restricted stock lapses.

Restricted Stock Units and Deferred Stock. A participant generally will not have ordinary income upon grant of restricted stock
units or deferred stock. When the shares of Common S1ock are delivered under the terms of the award, he participant will
recognize ordinary income equal to the fair market value of the shares delivered, less any amount paid by the participant for such
shares.

Dividend Equivalent Awards and Performance Awards. A recipient of a dividend equivalent award or a performance award
generally will not recognize taxable income at the lime of grant. However, at the time such an award is paid, whether in cash orin

shares of Common Stock, the participant will recognize ordinary income equal 10 value received.

Stock Payments. A participant who receives a stock payment generally will recognize taxable ordinary income in an amount equal
1o the fair market value of the shares received.
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Tax Deductions and Section 162(m) of the Code. Except as otherwise described above with respect to incentive stock oplions, we
generally will be entitled to a deduction when and for the same amount that the recipient recognizes ordinary income, subject to the
limitations of Section 162{m} of (he Code with respect (0 compensation paid o certain “covered employees™ Under
Section 162(m}), income tax deductions of publicly-held corporations may be limited to the extent total compensation (including
base salary, annual bonus, stock option exercises and non-qualified benefits paid) for certain executive officers exceeds $1 milkion
in any one year. The Section 162{m} deduction limil, however, does not apply to certain “performance-based compensation” as
provided for by the Code and established by an independent compensation committee. In particular, stock options and SARs will
satisfy the “performance-based compensation”™ exception if the awards are made by a gualifying compensation committee, the
underlying plan sets the maximum number of shares that can be granted to any person within 2 specified period and the
compensation is based solely on an increase in the siock price after the grant date (i.e., the exercise price or base price i% greater
than or equal to the fair marke( value of the stock subject to the award on the grant date). Other awards grunted under the 2006 Plan
may qualify as “performance-based compensation” for purposes of Section 162(m), if such avwards are granted or vest based upon
the achievement of one or more pre-established objective performance goals using one of the performance criteria deseribed
previously.

The 2006 Plan is structured in & manner that is intended 1o provide the Compensation Committee with the ability (0 provide awards
that salisfy the requirements for “qualified performance-based compensation™ under Section 162(m) of the Code. In the event the
Compensation Comnittee determines that it is in the Company's best interests to make use of such awards, the remuneration
attributable o those awards should not be subject to the $1,000,000 limiation. We have not, however, requested a ruling from the
Internal Revenue Service or an opinion of counsel regarding this issue. This discussion will neither bind the Internal Revenue
Service nor preciude the Internal Revenue Service from adopting a contrary position.

Section 409A of the Code. Certuin awards under the 2006 Plan may be considered “nonqualified deferred compensation™ for
purposes of Section 409A of the Code, which imposes certain additional requirements regarding the payvment of deferred
compensation. Generally, if at any (ime during a taxable year a nonqualified deferred compensation plan fails to meet the
requirements of Section 409A, or is not operated in accordance with those requirements, all amounts deferred under the 2006 Plan
for the taxable year and all preceding taxable years, by any participant with respect to whom the failure relates, are includible in
gross income for the laxable year to the extent not subject to a substantial risk of forfeiture and not previously included in gross
income. If a deferred amount 18 required to be included in income under Section 409A, the amount also is subject (o interest and an
additional income (ax. The interest imposed is equal 1o the interest at the underpayment rate plus one percentage point, imposed on
the uaderpayments that would have occurred had the compensation been includible in income for the taxable year when first
deferred, or if later, when not subject to a substantiad risk of forfeiture. The addidonal income tax is equal to 209 of the
compensation required 1o be included in gross income.

VOTE REQUIRED AND BOARD RECOMMENDATION

In accordance with New York Stock Exchange listing requirements, adoption of the ResMed Inc. 2006 Incentive Award Plan
reguires an affirmative vote of the holders of a majority of shares of common stock cast on such proposal, in person or by proxy,
provided that the total vote cast on the proposal represents over 50% of the outstanding shares of common stock entitled 10 vote on
the proposal. Votes “for” and “against”™ and abstentions count as votes cast, while broker non-votes do not count as votes cast. Al
outstanding shares, including broker non-votes, count as shares entitled (o vote. Thus, the total sum of votes “for,” plus votes
“against,” plus abstentions, which is referred 1o as the “NYSE Votes Cast.,” must be greater than 50% of the total outstanding
shares of our common stock. Once satisfied, the number of votes “for” the proposal must be greater than 50% of NYSE Vores Cast.
Abstentions will have the effect of a vote against this proposal. Thus, broker non-votes can make it difficull to satisfy the NYSE
Votes Cast requirement, and abstentions have the effect of a vote against this proposal.

Unless instrucied 1o the contrary, properly executed proxies will be voted FOR approval of the ResMed Ine. 2006 Incentive Award
Plan.

YOUR BOARD OFF DIRECTORS RECOMMENDS A VOTE “FOR” APPROVAL OF THE RESMED 2046 INCENTIVE
AWARD PLAN.



Proposal 3.  Ratification of Selection of Auditors

The firm of KPMG LLP, our independent auditors Tor the fiscal vear ended June 30, 2000, was selected by the Audit Committee to
act in the same capacity for the fiscal vear ending June 3G, 2007, Neither the firm nor any of its members has any relationship with
us or any of our affiliates except in the firm’s capacity as our auditor.

Representatives of KPMG LLP are expeciled to be present al the meeting and will have the opportunity to make statements if they
50 desire and (0 respond to appropriate questions from the sharcholders.

VOTE REQUIRED AND BOARD RECOMMENDATION

The proposal to ratify the selection of our independent auditors requires the affirmative vote of a majority of (he outstanding shares
of Common Stock present or represented and entitled o vote at the 2006 Annoal Meeting of Shareholders. Accordingly,
abstentions will have the effect of a vote against the ratification of KPMG LLP as our independent auditors. This proposal is a
matter on which brokers are entitled (0 vote, and thus, Broker non votes are not expected on this proposal.

Unless instrueted o the contrary, properly executed proxies will be voted FOR ratification of the selection of KPMG LLP as our
independent audilors.

YOUR BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR™ APPROVAL OF THE RATIFICATION OF THE
SELECTION OF KPMG LLP AS OUR INDEPENDENT AUDITORS.

Proposal 4. Other Business

The board of directors does not know of any other business (0 be presented to the Annual Meeling of Sharcholders. If any other
matters properly come before the meeting, however, the persons named in the enclosed form of proxy will vote the proxy in
accordance with their best judgment.

SHAREHOLDER PROFPOSALS FOR 2066 ANNUAL MEETING

We expect (0 hold our 2007 Annual Meeting of Shareholders in November 2007, In order for shareholder proposals otherwise
satisfying the eligibility requirements of Rule 14a-8 under the Exchange Act to be considered for inclusion in our Proxy Statement
for our 2007 Annual Meeling, we must receive them at our principal office in Poway, California, on or before May 30, 2007,

In addition, if’ a shareholder desires 1o bring business (imcluding direclor nominations) before our 2007 Annual Meeting of
Shareholders that 1s not the subject of a proposal fimely submitted for inclusion in our Proxy Staternent as deseribed above, written
notice of such business must be received by our Secrelary at our principal office in Poway, California, on or before August 20,
2007. If such notice 1s not received by, such notice will be considered untimely under Rule ida-4{c)1) of the Securilies and
Exchange Commission’s proxy rules, and we will have discretionary voling aulhority under proxies solicited for the 2007 Annoal
Meeting of Shareholders with respect (o such proposal, if presented at the meeting.

By Order of the Board of Directors
Duvid Pendarvis

Secretary
Dated: September 27, 20006



