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HeartWare

NOTICE OF EXTRAORDINARY GENERAL MEETING

An Extraordinary General Meeting of shareholders of HeartWare Limited (the Company or
HeartWare) will be held at the offices of Grant Thornton, Level 17, 383 Kent Street, Sydney
NSW 2000 on 11 July 2008 commencing at 10.00AM AEST. The purpose of the meeting is
to transact the business referred to in this Notice of Extraordinary General Meeting.

The Explanatory Memorandum that accompanies and forms part of this Notice of Meeting
provides information in relation to each of the matters to be considered and contains a
glossary of defined terms. Under US law, the Notice of Meeting and the Explanatory
Memorandum also constitute a solicitation by the Board of Directors of the Company, the
cost of which is being borne by the Company. The Company’s directors, officers and
employees also may solicit proxies personally and by telephone, facsimile or other electronic
means of communication. These persons will not receive any additional or special
compensation for their solicitation services.

This Notice of Meeting and Explanatory Memorandum should be read in their entirety. If
shareholders are in doubt as to how they should vote, they should seek advice from their
accountant, solicitor or other professional adviser prior to voting.

The Company intends to mail this Notice of Meeting, together with the enclosed Explanatory
Memorandum, Proxy Form and related financial information, to shareholders on or about 6
June 2008.

The business of the Extraordinary General Meeting is as follows:

Resolution 1 — Approval of Share Issue

To consider and, if thought fit, to pass the following resolution as an ordinary resolution:

“For the purposes of Listing Rule 7.1 and for all other purposes, shareholders of the
Company approve and authorise the Directors to issue and allot up to 70 million
Shares with an issue price per Share of $A0.50 under a private placement to
sophisticated and professional investors in Australia and the United States on the
terms and conditions contained in the Explanatory Memorandum.”

Voting Exclusion Statement

The Company will disregard any votes cast on Resolution 1 by a person who may participate
in the proposed issue and a person who might obtain a benefit if the Resolution is passed
(except a benefit solely in the capacity of a holder of ordinary securities) and any associate of
those persons. However, the Company need not disregard a vote if it is cast by a person as
a proxy for a person who is entitled to vote, in accordance with the direction on the proxy
form, or it is cast by the person chairing the Meeting as a proxy for a person who is entitled to
vote, in accordance with a direction on the proxy form to vote as the proxy decides.
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Resolution 2 — Participation of Director in Placement - Mr Robert Thomas

To consider and, if thought fit, to pass the following resolution as an ordinary resolution:

“That, subject to the passing of Resolution 1, for the purposes of Listing Rule 10.11
and for all other purposes, Mr Robert Thomas, being a director of the Company, or
his nominee, may participate in the placement referred to in Resolution 1 and the
shareholders of the Company approve the issue of up to 200,000 Shares to Mr
Robert Thomas or his nominee at an issue price per Share of A$0.50 and otherwise
on the terms and conditions contained in the Explanatory Memorandum."

Voting Exclusion Statement

The Company will disregard any votes cast on Resolution 2 by Mr Robert Thomas and any
associate of Mr Robert Thomas. However, the Company need not disregard a vote if it is
cast by a person as a proxy for a person who is entitled to vote, in accordance with the
direction on the proxy form, or it is cast by the person chairing the Meeting as a proxy for a
person who is entitled to vote, in accordance with a direction on the proxy form to vote as the
proxy decides.

Resolution 3 — Participation of Director in Placement - Mr Tim Barberich

To consider and, if thought fit, to pass the following resolution as an ordinary resolution:

“That, subject to the passing of Resolution 1, and for the purposes of Listing Rule
10.11 and for all other purposes, Mr Tim Barberich, being a director of the Company,
or his nominee, may participate in the placement referred to in Resolution 1 and the
shareholders of the Company approve the issue of up to 100,000 Shares to Mr Tim
Barberich or his nominee at an issue price per Share of $A0.50 and otherwise on the
terms and conditions contained in the Explanatory Memorandum."

Voting Exclusion Statement

The Company will disregard any votes cast on Resolution 3 by Mr Tim Barberich and any
associate of Mr Tim Barberich. However, the Company need not disregard a vote if it is cast
by a person as a proxy for a person who is entitled to vote, in accordance with the direction
on the proxy form, or it is cast by the person chairing the Meeting as a proxy for a person
who is entitled to vote, in accordance with a direction on the proxy form to vote as the proxy
decides.

Resolution 4 — Participation of Director in Placement - Dr Denis Wade

To consider and, if thought fit, to pass the following resolution as an ordinary resolution:

“That, subject to the passing of Resolution 1, and for the purposes of Listing Rule
10.11 and for all other purposes, Dr Denis Wade, being a director of the Company, or
his nominee, may participate in the placement referred to in Resolution 1 and the
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shareholders of the Company approve the issue of up to 400,000 Shares to Dr Denis
Wade or his nominee at an issue price per Share of $A0.50 and otherwise on the
terms and conditions contained in the Explanatory Memorandum."

Voting Exclusion Statement

The Company will disregard any votes cast on Resolution 4 by Dr Denis Wade and any
associate of Dr Denis Wade. However, the Company need not disregard a vote if it is cast
by a person as a proxy for a person who is entitled to vote, in accordance with the direction
on the proxy form, or it is cast by the person chairing the Meeting as a proxy for a person
who is entitled to vote, in accordance with a direction on the proxy form to vote as the proxy
decides.

Resolution 5 — Participation of Director in Placement - Dr Christine Bennett

To consider and, if thought fit, to pass the following resolution as an ordinary resolution:

“That, subject to the passing of Resolution 1, and for the purposes of Listing Rule
10.11 and for all other purposes, Dr Christine Bennett, being a director of the
Company, or her nominee, may participate in the placement referred to in Resolution
1 and the shareholders of the Company approve the issue of up to 100,000 Shares to
Dr Christine Bennett or her nominee at an issue price per Share of $A0.50 and
otherwise on the terms and conditions contained in the Explanatory Memorandum."

Voting Exclusion Statement

The Company will disregard any votes cast on Resolution 5 by Dr Christine Bennett and any
associate of Dr Christine Bennett. However, the Company need not disregard a vote if it is
cast by a person as a proxy for a person who is entitled to vote, in accordance with the
direction on the proxy form, or it is cast by the person chairing the Meeting as a proxy for a
person who is entitled to vote, in accordance with a direction on the proxy form to vote as the
proxy decides.

Resolution 6 — Participation of related party in Placement - Mrs Kyrenia
Thomas

To consider and, if thought fit, to pass the following resolution as an ordinary resolution:

“That, subject to the passing of Resolution 1, and for the purposes of Listing Rule
10.11 and for all other purposes, Mrs Kyrenia Thomas, being a related party of the
Company, or her nominee, may participate in the placement referred to in Resolution
1 and the shareholders of the Company approve the issue of up to 200,000 Shares to
Mrs Kyrenia Thomas or her nominee at an issue price per Share of A$0.50 and
otherwise on the terms and conditions contained in the Explanatory Memorandum."

Voting Exclusion Statement
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The Company will disregard any votes cast on Resolution 6 by Mrs Kyrenia Thomas and any
associate of Mrs Kyrenia Thomas. However, the Company need not disregard a vote if it is
cast by a person as a proxy for a person who is entitled to vote, in accordance with the
direction on the proxy form, or it is cast by the person chairing the Meeting as a proxy for a
person who is entitled to vote, in accordance with a direction on the proxy form to vote as the
proxy decides.

Resolution 7 — Grant of Options to Mr Tim Barberich

To consider and, if thought fit, to pass the following resolution as an ordinary resolution:

“That, for the purposes of Listing Rule 10.14 and for all other purposes, the
shareholders of the Company approve the grant of 200,000 options to Mr Tim
Barberich under the HeartWare Limited Employee Share Option Plan on the terms
and conditions contained in the Explanatory Memorandum.”

Voting Exclusion Statement

The Company will disregard any votes cast on Resolution 7 by a Director and any associate
of a Director. However, the Company need not disregard a vote if it is cast by a person as a
proxy for a person who is entitled to vote, in accordance with the direction on the proxy form,
or it is cast by the person chairing the Meeting as a proxy for a person who is entitled to vote,
in accordance with a direction on the proxy form to vote as the proxy decides.

Voting Entitlement

For the purposes of determining voting entitlements at the Extraordinary General Meeting,
Shares will be taken to be held by the persons who are registered as holding Shares as at
7.00 p.m. (AEST) on 9 July 2008 (the Entitlement Time) (also known as the "record date").
Accordingly, only those persons registered as holders of Shares at the Entitlement Time will
be entitled to attend and vote at the Extraordinary General Meeting.

As at 22 May 2008, being the latest practicable date prior to despatch of this Notice of
Meeting, there were 248,100,277 Shares outstanding and entitled to vote at the
Extraordinary General Meeting. The Company will announce the number of shares
outstanding and entitled to vote at the Extraordinary General Meeting as at the Entitlement
Time on 9 July 2008.

Proxy Instructions

1. The Proxy Form is enclosed with this Notice of Meeting. Replacement Proxy Forms
may be obtained by shareholders from the Company’s share registry, whose contact
details are:

Registries Limited

Office Address: Level 7, 207 Kent Street Sydney NSW, Australia
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Telephone: +61 2 9290 9600

2. A shareholder entitled to attend and vote at the meeting may appoint not more than
two proxies to attend such meeting and vote on behalf of the shareholder. A proxy
need not be a shareholder. Where more than one proxy is appointed, each proxy
may be appointed to represent a specified proportion or number of the shareholder’s
votes. If no such proportion is specified, each proxy may exercise half of the
shareholder’s votes. Fractions of votes will be disregarded.

3. A proxy form must be signed by a shareholder (or its attorney) and does not need to
be witnessed. If the shareholder is a corporation, the proxy form must be executed in
accordance with that corporation’s constitution or by a duly authorised attorney. If a
Share is held jointly a proxy form should be signed by all of the joint holders.

4, The proxy form and any power of attorney or other authority (if any) under which it is
signed (or a certified copy) must be received by the Company’s share registrar,
Registries Limited, by 10.00AM AEST on 9 July 2008 (being 48 hours before the
time for holding the meeting), at:

Hand deliveries: Level 7
207 Kent Street
Sydney NSW 2000

Postal address: GPO Box 3993
Sydney NSW 2001

Fax number: +61 2 9279 0664
Proxies received after that time will not be effective for the scheduled meeting.

5. A proxy may decide whether to vote on a Resolution, except where the proxy is
required by law or the Company’s Constitution to vote or abstain from voting, in their
capacity as a proxy. If a proxy is directed how to vote on a Resolution, the proxy may
vote on that item only in accordance with that direction. If a proxy is not directed how
to vote on an item of business, a proxy may vote as he or she thinks fit. If a
shareholder appoints two proxies and the appointments specify different ways to vote
on a Resolution, neither may vote on a show of hands. If a shareholder marks the
Abstain box on the proxy form for a particular Resolution, the proxy is directed not to
vote on the shareholder's behalf on a show of hands or on a poll and the
shareholder’s votes will not be counted in computing the required majority on a poll.

6. The Chairman of the Meeting intends to vote all valid undirected proxies which he
receives in favour of all Resolutions at the Meeting.

7. A shareholder may revoke, his or her proxy by (1) filing with the Company, at or
before the taking of the vote at the Extraordinary General Meeting, a written notice of
revocation or a duly executed Proxy Form appointing a new proxy, in either case
dated later than the prior Proxy Form relating to the same Shares, or (2) attending the
Extraordinary General Meeting and voting in person (although attendance at the
Extraordinary General Meeting will not in and of itself revoke a proxy). Any written
notice of revocation or subsequent Proxy Form must be received by the Company
prior to the taking of the vote at the Extraordinary General Meeting. Such written
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notice of revocation or subsequent Proxy Form should be delivered to Registries
Limited at the address referred to at 4 above.

Proxy Solicitation

This solicitation of proxies is being made by the Company through the mail. The cost of this
solicitation will be borne by the Company.

By Order of the Board

David Mcintyre
Company Secretary

23 May 2008

Notice of Extraordinary General Meeting



EXPLANATORY MEMORANDUM

This Explanatory Memorandum has been prepared for the information of shareholders in
connection with the Extraordinary General Meeting of shareholders of the Company to be held at
the offices of Grant Thornton, Level 17, 383 Kent Street, Sydney NSW 2000 on 11 July 2008
commencing at 10.00AM AEST.

This Explanatory Memorandum should be read in conjunction with the accompanying Notice of
Extraordinary General Meeting. A glossary of defined terms is contained at the end of this
Explanatory Memorandum.

All Directors, other than Mr Robert Thomas, Mr Tim Barberich, Dr Denis Wade and Dr Christine
Bennett recommend that shareholders vote in favour of all of the Resolutions.

Mr Barberich, Dr Wade, and Dr Bennett abstain from making a recommendation due to their
personal interest in Resolutions 3, 4, and 5 respectively.

Mr Thomas abstains from making a recommendation on Resolution 2 and 6 due to his personal
interest in Resolutions 2 and 6.

Mr Barberich abstains from making a recommendation on Resolution 7 due to his personal interest
in Resolution 7.

Resolution 1 — Approval of Share Issue

The Company previously announced on 23 May 2008 that it has received commitments in excess
of A$30 million at an issue price of $A0.50 per Share under a private placement to sophisticated
and professional investors in Australia and the United States (Placement) which is conditional
upon the approval of the shareholders of the Company.

The Company therefore seeks the approval of shareholders under Listing Rule 7.1 to issue up to
70 million Shares with an issue price per Share of $A0.50 (the New Shares) under the Placement
to sophisticated and professional investors within three months of the date of the Extraordinary
General Meeting.

Under Listing Rule 7.1, the prior approval of shareholders is required to the issue of the New
Shares because the total of those securities would represent more than 15% of the Company’s
ordinary securities then on issue.

The Placement to investors outside the United States will be conducted pursuant to an exemption
from registration under the United States Securities Act of 1933 (Securities Act) contained in
Regulation S of the Securities Act (Regulation S). The Placement to investors in the United States
will be conducted pursuant to an exemption from registration under the Securities Act contained in
Regulation D of the Securities Act. The New Shares have not been registered under the Securities
Act or any applicable state securities laws, and, unless so registered, may not be offered or sold in
the United States except pursuant to an exemption from the registration requirements of the
Securities Act and applicable state securities laws.

Funds raised by the issue of the New Shares will be primarily applied for the purposes of capital
expenditure, meeting costs associated with the Company’s human clinical trials, marketing costs,
research and development costs, manufacturing and operational costs, regulatory and other
compliance costs as well as for general working capital and to meet the expenses of the issue of
the New Shares.

In addition to the information for shareholders set out above, for the purposes of Listing Rule 7.3
the following information is provided:
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2 HeartWare
1. the maximum number of New Shares to be issued under Resolution 1 will be 70 million ;
2. the issue price of a New Share will be $A0.50;
3. if approved, the New Shares are expected to be issued and allotted on the first business

day after the Extraordinary General Meeting or such later date as agreed by the Board but
in any event not later than three months from the date of the Extraordinary General Meeting
or such later date as approved by the ASX;

4. the allottees of the New Shares will be determined at the absolute discretion of the
Directors from sophisticated and professional investors in Australia and the United States
who applied for Shares in the Company under the Placement;

5. Any New Shares issued will be fully paid ordinary shares and will rank equally in all
respects with the existing fully paid ordinary shares in the capital of the Company.
However, those New Shares issued under the Placement to investors outside the United
States, which are being offered pursuant to the Regulation S exemption, cannot be offered or
sold to “US persons” (as defined under Regulation S) except in limited circumstances set out
in Regulation S. In order to comply with the requirements of Regulation S and so as to
facilitate (electronic) trading of these New Shares on ASX, the Company is required to
institute the FORUS designation on New Shares issued outside the United States. The
FORUS designation on New Shares will prohibit the purchase of those New Shares by US
persons but will not otherwise affect the rights or holdings of any of the Company's current
US shareholders.

Resolutions 2, 3, 4, 5 and 6 — Participation of related parties in Placement - Mr Robert
Thomas, Mr Tim Barberich, Dr Denis Wade, Dr Christine Bennett and Mrs Kyrenia Thomas

Mr Robert Thomas (or his nominee), Mr Tim Barberich (or his nhominee), Dr Denis Wade (or his
nominee), Dr Christine Bennett (or her nominee) and Mrs Kyrenia Thomas (or her nominee) have
agreed to subscribe for 200,000, 100,000, 400,000, 100,000 and 200,000 Shares respectively
under the Placement, subject to the approval of the Shareholders of the Company.

Under Listing Rule 10.11, the prior approval of shareholders is required to the issue of Shares to
directors, their spouses and entities controlled by them as they are "related parties" of the
Company.

The Company therefore seeks the approval of shareholders under Listing Rule 10.11 to issue
200,000 Shares to Mr Robert Thomas (or his nominee), 100,000 Shares to Mr Tim Barberich (or
his nominee), 400,000 Shares to Dr Denis Wade (or his nominee), 100,000 Shares to Dr Christine
Bennett (or her nominee) and 200,000 Shares to Mrs Kyrenia Thomas (or her nominee) under the
Placement at an issue price per Share of $A0.50.

In addition to the information for shareholders set out above, for the purposes of Listing Rule 10.13
the following information is provided in relation to the proposed issue of Shares to Mr Robert
Thomas, Mr Tim Barberich, Dr Denis Wade, Dr Christine Barberich and Mrs Kyrenia Thomas
under the Placement:

1. The number of Shares to be issued to the Directors and related parties of the Company is:

a. Robert Thomas - 200,000 Shares which will be issued to Rob Thomas as trustee of
the Thomas Family Account;
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b. Tim Barberich -100,000 Shares;

c. Denis Wade - 400,000 Shares which will be issued to Nickeli Pty Limited as trustee
of the Wade Family Super Fund;

d. Christine Bennett -100,000 Shares;
e. Kyrenia Thomas - 200,000 Shares.

2. The Company will endeavour to issue the Shares to Rob Thomas as trustee of the Thomas
Family Account, Mr Tim Barberich, Nickeli Pty Limited as trustee of the Wade Family Super
Fund, Dr Christine Bennett and Mrs Kyrenia Thomas on the first business day after the
Extraordinary General Meeting or such later date as agreed by the Board, but in any event
not later than one month from the date of the Extraordinary General Meeting or such later
date as approved by the ASX.

3. The Rob Thomas Family Account is controlled by Mr Robert Thomas.

4, Nickeli Pty Limited is controlled by Dr Denis Wade.

5. The issue price of the Shares is $A0.50.

6. The proceeds of the issue of Shares to the Rob Thomas as Trustee of the Thomas Family
Account, Mr Tim Barberich, Nickeli Pty Limited as Trustee of the Wade Family Super Fund,
Dr Christine Bennett and Mrs Kyrenia Thomas under the Placement will be applied as

described in the Resolution 1 section of this Explanatory Memorandum.

Resolution 7 — Grant of Options to Mr Tim Barberich

The Board proposes that 200,000 options with an exercise price of A$0.60 (Options) be issued to
Mr Tim Barberich under the Company’s Employee Share Option Plan as part of Mr Barberich’s
overall remuneration package as a non-executive director of the Company.

The 200,000 ordinary shares underlying the 200,000 Options have a market value of A$0.505
based on the closing price of $A0.50 on 20 May 2008. One quarter of the Options will vest on
each of the first, second, third and fourth anniversary of the date of grant of the Options and the
Options will expire on the fifth anniversary of the date of grant of the Options (or earlier in the event
Mr Barberich ceases to be a director of the Company). The Options will otherwise be subject to the
terms of the Employee Share Option Plan.

Under Listing Rule 10.14, the prior approval of shareholders is required to the issue of Options to
Mr Barberich under the HeartWare Limited Employee Share Option Plan as a director of the
Company.

In addition to the information for shareholders set out above, for the purposes of Listing Rule 10.15
the following information is provided in relation to the proposed issue of Options to Mr Tim
Barberich under the Employee Share Option Plan:

1. There will be no issue price for the Options.
2. The number of Options to be issued to Tim Barberich is 200,000.

3. The Options will have an exercise price of A$0.60.
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4 HeartWare
4, All executive and non-executive directors of the Company are eligible to participate in the
Employee Share Option Plan.
5. The Company will issue the Options to Tim Barberich as soon as practicable after the date

of the Extraordinary General Meeting but in any event not later than three months from the
date of the Extraordinary General Meeting.

6. No Directors or any of their Associates have received any securities under the Employee
Share Option Plan since last approval.

Approval of a Resolution

Each of the Resolutions referred to in the Notice of Meeting shall be determined by a majority vote.
Every shareholder of the Company having a Share in the Company as at the Entitlement Time is
entitled to one vote on a show of hands and one vote per Share on a poll. Shareholders do not
have cumulative voting rights. Where a Share is jointly held and more than one joint holder votes in
respect of that Share, of the joint holders present only the vote of the joint holder whose name
appears first on the Company’s register of shareholders will be counted. When a vote on a show of
hands occurs:

1. each shareholder present in person or by representative has one vote (unless they are
excluded from voting) and each proxy has one vote;

2. the number of Shares are not counted; and

3. a majority on a show of hands will carry the relevant Resolution

Unless a poll is demanded, a declaration by the Chairman that a Resolution has on a show of
hands been carried, carried unanimously, carried by a particular majority or lost is conclusive

evidence of the fact.

If a poll is demanded, it may be taken in the manner and at the time and place (or places) as the
Chairman directs.

US DISCLOSURES

Security Ownership of Certain Beneficial Owners and Management

The following table sets forth, as of March 31, 2008, information regarding beneficial ownership of
our ordinary shares by the following:

. each person, or group of affiliated persons, who is known by us to beneficially own 5% or
more of any class of our voting securities;

. each of our directors;

. each of our named executive officers; and

. all current directors and executive officers as a group.

Beneficial ownership is determined according to the rules of the SEC. Beneficial ownership
generally includes voting or investment power of a security and includes shares underlying options
that are currently exercisable or exercisable within 60 days after the measurement date. This table
is based on information supplied by officers, directors and principal shareholders. Except as
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otherwise indicated, we believe that the beneficial owners of the ordinary shares listed below,
based on the information each of them has given to us, have sole investment and voting power
with respect to their shares, except where community property laws may apply.

Unless otherwise indicated, we deem ordinary shares subject to options that are exercisable within
60 days of March 31, 2008 to be outstanding and beneficially owned by the person holding the
options for the purpose of computing percentage ownership of that person, but we do not treat
them as outstanding for the purpose of computing the ownership percentage of any other person.

As of 23 May 2008, there were 248,100,277 ordinary shares outstanding.

Number of
Shares Percent of
Beneficially Shares
Name and Address of Beneficial Owner Owned Outstanding
5% Shareholders
Apple Tree Partners I, L.P. 93,101,476 Q) 38%
54th Floor, 405 Lexington Avenue, New York, NY 10174
Muneer A. Satter 36,750,000 15%
71 S. Wacker Drive, Suite 500
Chicago, IL 60606
Directors and Named Executive Officers
Robert Thomas 3,481,153 (2) 1%
Dr. Seth Harrison 93,101,476 ?3) 38%
Dr. Denis Wade 1,258,333 4) 1%
Dr. Christine Bennett 250,000 5) *
Robert Stockman 500,000 *
Douglas Godshall 1,495,621 (6) 1%
David Mclintyre 1,415,357 ©) 1%
Jeffrey LaRose 1,972,102 (8) 1%
Dozier Rowe 310,000 9) *
Ramon Paz 182,500 (10) *
James Schuermann - *
Jennifer Foley 250,000 (11) *
Barry Yomtov 75,000 (12) *
All directors and executive officers as a group (13 persons) 104,291,542  (13) 42%

* Indicates less than 1%

(1) Includes 1,512,694 shares issuable as of March 31, 2008 upon conversion of a convertible note.

(2) Includes 1,073,153 shares subject to options exercisable within 60 days of March 31, 2008, 1,350,000 shares
held in trust and 1,100,000 shares held directly.

G Represents shares held by Apple Tree Partners I, L.P., the Company’s largest shareholder. Dr. Harrison is
Managing General Partner in Apple Tree Partners I, L.P. Dr. Harrison disclaims beneficial ownership of such
shares, except to the extent of his pecuniary interest therein.

(4) Represents 1,058,333 shares held by a family trust and 250,000 shares subject to options exercisable within 60
days of March 31, 2008.
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(5) Represents shares subject to options exercisable within 60 days of March 31, 2008.

(6) Includes 1,395,316 shares subject to options exercisable within 60 days of March 31, 2008.

™ Represents 1,387,357 shares subject to options exercisable within 60 days of March 31, 2008 and 28,000
shares held by Mr. Mcintyre’s spouse.

(8) Represents shares subject to options exercisable within 60 days of March 31, 2008.

(9) Includes 300,000 shares subject to options exercisable within 60 days of March 31, 2008. Mr. Rowe resigned his
position of Chief Operating Officer effective May 13, 2008.

(10) Includes 167,500 shares subject to options exercisable within 60 days of March 31, 2008.
(11) Represents shares subject to options exercisable within 60 days of March 31, 2008.

(12) Represents shares subject to options exercisable within 60 days of March 31, 2008.

(13) Includes 8,128,761 shares subject to options exercisable within 60 days of March 31, 2008.

US Federal Income Tax Consequences of Issuance and Exercise of Options under the
HeartWare Limited Employee Share Option Plan

The following is a brief description of the principal US federal income tax consequences under the
Internal Revenue Code of 1986, as amended (“Internal Revenue Code”), based on current law, to
recipients of options under the HeartWare Limited Employee Share Option Plan who are US
taxpayers.

Tax Consequences to Participants. A participant who is a US taxpayer generally recognizes no
income for US federal income tax purposes when an option is granted or becomes exercisable.
However, if an option is granted with an exercise price below the fair market value of the
underlying shares on the grant date, the participant may have to recognize income for US federal
income tax purposes on each date that the option becomes exercisable, and each year thereafter
until it is exercised, unless the option is designed to be exempt from or otherwise comply with the
requirements of section 409A of the Internal Revenue Code regarding nonqualified deferred
compensation arrangements.

Upon the exercise of an option, the participant generally recognizes ordinary income for US federal
income tax purposes in an amount equal to the excess, if any, of the fair market value of the
shares purchased over the exercise price paid. If the shares so acquired are later sold or disposed
of, the difference, if any, between the amount realized from the sale or disposition and the fair
market value of the shares on the date of exercise of the option generally is taxable as short- or
long-term capital gain or loss, depending on whether the shares were held for more than one year
after the exercise date.

Tax Consequences to the Company

The Company generally is entitled to a deduction at the same time as when and in the same
amount that the participant recognizes ordinary income.

The foregoing summary of the US federal income tax consequences in respect of the HeartWare
Limited Employee Share Option Plan is for general information only. Interested parties should
consult their own advisors as to specific tax consequences, including the application and effect of
state, local and non-US tax laws.
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Executive and Director Compensation

Executive Compensation
Compensation Discussion and Analysis

The following discussion and analysis of compensation arrangements of our named executive
officers for 2007 should be read together with the compensation tables and related disclosures set
forth below. This discussion contains forward-looking statements that are based on our current
plans, considerations, expectations and determinations regarding future compensation programs.
Actual compensation programs that we adopt may differ materially from currently planned
programs as summarized in this discussion.

Role of the Compensation Committee

Our named executive officer compensation program is overseen and administered by the
Nomination and Remuneration Committee (“Compensation Committee”) of the Board of Directors.
The members of the Compensation Committee are Mr. Thomas (Chairman), Dr. Harrison,
Dr. Wade and Dr. Bennett.

The Compensation Committee advises the Board on compensation policies and practices
generally. In addition, the Compensation Committee makes specific recommendations on
compensation packages and other terms of employment for our senior executives and non-
executive directors and considers recommendations from senior management regarding
amendments to existing employee entitlements. In order for the Compensation Committee to make
recommendations to the Board of Directors regarding compensation and incentive packages, the
Compensation Committee requests that senior management obtain information on behalf of the
Compensation Committee in order to assist the Compensation Committee with its decision-making.
The Board considers the recommendations of the Compensation Committee and makes the final
determination of compensation.

Philosophy

The market for medical device employees is highly competitive and, accordingly, employees in the
medical device sector are generally relatively highly compensated, particularly in the United States.
It is also well-recognized that companies like HeartWare that are early-stage, pre-revenue
companies, have limited clinical experience, are largely dependent on their ability to raise capital in
order to remain viable and are perceived by employees to have a significantly higher risk profile
than other more established medical device companies. This higher risk profile, combined with
fierce competition for employees, creates an environment where attracting and retaining
employees is challenging for HeartWare.

We believe that we need to take account of a number of factors when negotiating and determining
compensation levels for our executives. For example, we consider the relevant executive’s
compensation level prior to joining HeartWare as well as wider medical device industry
compensation practices, especially those compensation practices adopted by other development-
stage companies. We also consider each executive’s current or anticipated future contribution,
responsibilities, previous experience, perceived importance to the Company, work ethic and
seniority following commencement with the Company.

In order to confirm the appropriateness of the Company’s compensation practices the Company
retained an external consultant in 2007 to assist in reviewing our executives’ compensation. This
review, which is discussed below under the heading “Benchmark Exercise”, was undertaken to
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enable the Company to compare our executives’ compensation with compensation practices of
other medical device companies who are at a similar development stage. Using the benchmark
exercise as a guide, we then considered each individual on a case-by-case basis and took into
account the factors referred to above as well as years of experience, actual performance, the
executives’ role and importance and each individual executives’ compensation and employment
history.

While we believe that equity-based compensation is an important financial motivator for our
executives, the Board of Directors recognizes that the Company’s risk profile is such that the salary
component of each executive’s compensation will continue to constitute a critical component of an
executive’s total compensation from an executive’'s perspective.

Above all, we believe that that a combination of cash and equity compensation is currently
appropriate to ensure that we are able to attract and retain talented executives to manage the
business and affairs of the Company, to become a significant player in the growing circulatory
assist market and to increase shareholder value. We continue to monitor both our cash and equity
compensation approaches to ensure that they are competitive and motivating.

Compensation Objectives and Principles

We believe that our compensation policies and practices are central to our ability to attract and
retain our executives, and that this will be especially critical as we transition from a development
company to an early-stage manufacturer of implantable circulatory assist devices. Moreover, on a
global basis, there are a limited number of individuals with significant and applicable medical
device experience, and competition for executives with relevant experience is intense. We also
recognize that because the bulk of our facilities are located in the southeastern United States,
many potential new executives are forced to consider the additional burden of both travel and
relocation into their decision-making process.

During this period of growth and development, we acknowledge that we depend on a concentrated
pool of employees who, consequently, are imparted with a wider set of responsibilities and
obligations than would normally be expected in larger, more mature organizations. For this reason,
the retention of these employees, together with their accumulated knowledge and experiences, are
of great importance and directly impact our ability to achieve our corporate objectives in a timely
manner.

Our compensation policies are therefore designed to attract, retain and motivate executive officers
as well as the entire staff of the organization and to align compensation and related financial
incentives with the interests of shareholders.

The key principles of our compensation policies are as follows:

. offer sufficient rewards to attract and retain executives in light of current employment
market conditions in our industry;

. link rewards for executives to the achievement of corporate goals thereby aligning the
interest of our executives and our shareholders;

. ensure parity in terms of compensation among executives; and

. assess and reward executives using a variety of measures of performance.
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Benchmark Exercise
During 2007, the Company retained Frederick W. Cook & Co., Inc. (“F W Cook”) to examine the
compensation practices of a peer group of companies and to compare that data to our senior
executives’ compensation. F W Cook is an independent, third party, specialist in United States-
based compensation norms.

The exercise included representatives of F W Cook:

. Meeting with management and selected members of the Board of Directors for the
purposes of learning about the Company, its background, historical compensation

practices and perceived shareholder views.

. Collecting and analyzing company-specific background data from management for the

purposes of independent analysis.

. Identifying and examining the compensation practices of a peer group of comparable,
publicly traded, development stage, biotechnology and medical device companies

located in the United States, and comparing that data to HeartWare’s data.

The analysis undertaken by F W Cook focused on base salaries, annual bonuses, long-term
incentives and total “carried-interest ownership”, which is a form of measurement of the equity
awards received by each executive during the course of their employment. Carried-interest
measures the amount of future increase in value captured by each executive arising through their
equity awards and is calculated as the aggregate holding of options and shares plus recent share
sales of an executive, divided by the number of Company shares outstanding.

The peer group consisted of 16 publicly traded biotechnology and medical device companies with
market capitalizations ranging between approximately US$100 and US$450 million. Because of
the nature and scope of the Company’s business, only companies located in the United States
were considered. The peer group comprised Aspect Medical Systems, Possis Medical,
NeuorMetrix, VNUS Medical Technologies, Tutogen Medical, AtriCure, NMT Medical, NxStage
Medical, SenoRXx, Artes Medical, Dyax, XTENT, Hansen Medical, Inovio Biomedical, DexCom and
Northstar Neuroscience (collectively, “the Peer Group”). In reviewing the compensation data of the
Peer Group, F W Cook commented that there would be no impact on the resultant equity
compensation benchmarks of the Peer Group if the larger revenue companies were excluded from
the Peer Group data. Further, salary and cash benchmarks would be reduced by approximately 5-
10% should these larger revenue companies be excluded from the Peer Group calculations.

In summary, the conclusions from the F W Cook review were as follows:

. Overall, base salaries for Company executives were lower than the median and most

executives are almost 10% below the median of the Peer Group.

. HeartWare has not established an annual cash bonus despite most pre-commercial
biotech companies maintaining a common annual bonus structure for their senior
executives. HeartWare had pre-established target annual bonus for only 3 executives

(i.e., Mr. Godshall, Mr. Rowe and Ms. Foley).

. Actual 2006 cash compensation (i.e., salary plus bonus) was approximately 10% below

median for HeartWare's eight most highly compensated executives.
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. HeartWare's senior executives have an aggregate carried-interest ownership that is
below the 25th percentile of the Peer Group and the actual value of this ownership is
diminished because the Company historically granted premium-priced equity (i.e., equity
that is priced higher than the fair market value of the underlying security at the relevant
grant date).

Elements of Compensation

Compensation packages are set at levels that are intended to attract and retain executives capable
of managing our diverse operations and achieving our strategic objectives in a timely manner.

Base Salary

For the short term, the base salary component is the most significant component in executive
compensation. Base salaries are set by reference to the scope of the executive’s responsibilities,
the nature of the relevant individual’s role and the extent of the executive’s ongoing contributions to
our strategic goals. Other relevant considerations include perceived long-term value to HeartWare,
succession planning, retention and the executives’ compensation history.

As noted above, the Company retained F W Cook during 2007 to undertake a benchmark exercise
for our senior executives and this included a review of base salaries. The Company then
considered the existing base salaries of our named executive officers in light of the information
provided by F W Cook, together with the executives’ historical salary level, overall contribution,
work ethic, responsibilities, tenure with the Company and other subjective case-by-case factors
such as replaceability or the perceived importance of that individual to the Company.

The Company did not attribute any specific weighting to the elements of individual performance or
contribution or otherwise adopt any other formal mechanism in its determination of the relevant
salary level for the named executive officers. The assessment of each individual, including base
salary, was therefore undertaken following consideration of all of the above factors on an
aggregated basis with particular emphasize on how the relevant executives’ base salary compared
with the Peer Group. Salaries are typically reviewed annually, and it is expected that another
benchmark exercise will be undertaken not less than every second year.

The base salary for Mr. Godshall (Chief Executive Officer), Mr. Mcintyre (Chief Financial Officer),
Mr. LaRose (Chief Scientific Officer), Mr. Rowe (Chief Operating Officer) and Ms. Foley (Vice-
President, Clinical & Regulatory Affairs) did not change during 2007 and their base salary will not
be re-assessed until late in 2008. No changes were made to the named executive officers’ salaries
because each of those executives accept and acknowledge that the Company has limited financial
resources at this time and therefore they did not seek, or otherwise request, an increase in their
respective base salary levels.

With the exception of Mr. Godshall, the base salary of each of the above named executive officers
was approximately 4%-19% less than the equivalent benchmarked position in the Peer Group.
Mr. Godshall's base salary is substantially equivalent to the median base salary of chief executive
officers in the Peer Group. Set out below is the relevant benchmark data.

Base Salary of Peer Group
25th 75th Actual
Base
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Name Title ($) ($) () (6)]
Godshall, Doug CEO 319,000 357,000 371,000 350,000
Mcintyre, David CFO 216,000 239,000 252,000 225,000
LaRose, Jeff CSO 196,000 227,000 241,000 225,000
Rowe, Dozier COO 246,000 275,000 359,000 225,000
Foley, Jennifer VP. Clin & Reg 171,000 203,000 224,000 220,000

The base salary of Ms. Reedy, our former Vice-President, Sales and Marketing, increased from
$200,000 to $220,000 on January 2, 2007 in consideration of the change in Ms Reedy’s
responsibilities associated with Ms Reedy adopting the role of Vice-President, Sales & Marketing
with effect from that date. Ms. Reedy’s salary was not otherwise altered during 2007.

Bonus

Sign-on bonus and performance-based bonuses are an important element of our compensation
strategy. These bonuses are used to attract new executives and to reward the achievement of
significant corporate milestones in circumstances where this can be linked to the delivery of
improved shareholder value, subject to corporate cash flow and general working capital
considerations.

We rarely pay sign-on bonuses. We would typically only pay a sign-on bonus when we believe that
an upfront payment to an executive would significantly influence that individual's decision to join
the Company. The decision to offer such bonuses generally evolves as part of the employment
negotiation process and is dependent on the perceived importance of the relevant appointment,
the availability of suitable candidates and the individual qualities and experience of the individual. A
sign-on bonus is also beneficial where a potential executive becomes ineligible to receive a bonus
at their existing employer if the executive decides to join HeartWare.

In 2007, we hired Ms. Foley to be our new Vice-President, Clinical & Regulatory Affairs with effect
from January 2, 2007. Ms. Foley was paid $30,000 as a sign-on bonus immediately following the
commencement of her employment. Ms. Foley is a highly experienced and well-regarded clinical
specialist who, prior to joining the Company, was one of the most senior executives within Boston
Scientific Corporation’s clinical affairs organization where she was responsible for overseeing the
execution of clinical trials across nine of that company’s divisions. We agreed to pay this bonus to
Ms. Foley because we determined that it was imperative that we attract Ms. Foley to the Company
given the Company’s impending expansion of its human clinical trials and in consideration of her
extensive experience in the field. The amount of the sign-on bonus was not set by reference to any
benchmark or other external source and was determined at the discretion of the Chief Executive
Officer and with the consent of the Chairman as being a sufficiently substantive enough
inducement for Ms. Foley to join the Company.

The Compensation Committee and the Board of Directors also determined to pay a discretionary
bonus on October 31, 2007 in recognition of the Company’s completion of enrolment in its
international clinical trial and the filing of its submission with the US Food & Drug Administration for
an investigational device exemption for the commencement of human clinical trials in the United
States and following due consideration of the overall progress made by the Company since it
conducted its previous performance evaluation in June 2006. These accomplishments were
achieved through an enormous contribution and personal sacrifice by the Company’s employees
and the Board determined that the payment of this bonus was appropriate in the circumstances. As
the above bonus was both discretionary and retrospective in nature, there were no objectives
established for any of the named executive officers in relation to this bonus.
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All of our executives who were employed by us prior to January 1, 2007 and who did not have an
established, pre-determined bonus were eligible to receive this discretionary bonus. Those
individuals who had a pre-established bonus pursuant to their employment agreement were
assessed based on their actual performance relative to the thresholds for that bonus (as set out in
their respective employment agreements). For all others, the bonus of each individual executive
was determined in conjunction with the benchmark data provided by the F W Cook review together
with the outcome of the annual review process. Factors considered also included the employees’
position and rank within the organization, their specific roles and responsibilities and their
performance therein.

The executives who received this bonus were:

. Mr Godshall, who received $71,250;

. Mr. Mcintyre, who received $45,000;

. Mr. LaRose, who received $45,000;

. Ms. Foley, who received $30,000; and
. Mr. Rowe, who received $27,000.

The bonus for Mr. Godshall was determined by Mr. Thomas, Chairman, following due
consideration of Mr. Godshall's actual performance against the pre-agreed milestones as follows:

Target Maximum Actual Actual
Criteria % Bonus % Bonus
Completion of capital raise 40% $ 30.000 40% $ 30.000
Completion of CE Mark Enroliment 20% 15,000 20% 15,000
Submission of the HVAD IDE application 15% 11,250 15% 11,250
Development of a shareholder 15% 11,250 10% 7,500
communication strategy
Overall leadership and development of the 10% 7,500 10% 7,500
Company

$ 75,000 $ 71,250

Except for Ms. Foley, each of the bonuses paid to our executives was determined by the Chief
Executive Officer in his discretion and after taking into account the benchmark data for the Peer
Group (see below).

Bonus as a Percentage of Base

Salary
Peer Group
25" 75" Actual Bonus
Name Title Percentile Average Percentile Percentage $
Mclntvre. David CFO 12% 21% 31% 20% 45,000
LaRose, Jeff CSO 0% 17% 28% 20% 45,000
Rowe, Dozier COO 17% 22% 30% 12% 27,000

The Chief Executive Officer determined at his discretion that, after taking into account the
Company’s limited financial resources, the maximum bonus payable to any named executive
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would not exceed 20% of the relevant executive’'s base salary and notwithstanding that this
amount was significantly less than the cash bonuses provided in all cases by the Peer Group.

Mr. Mcintyre and Mr. LaRose received the maximum bonus of 20% of base salary in consideration
of their exceptional service, performance and commitment to the Company. The bonuses for the
remaining executives were then determined by the Chief Executive Officer on a reducing, sliding
scale taking into account the relevant executive’s performance and contributions in the preceding
fifteen months.

Ms. Foley was paid a bonus of $30,000. The target amount of $30,000 was agreed between the
Chief Executive Officer and Ms. Foley during the course of her employment negotiations in late
2006. The bonus was payable provided that the Company filed its investigational device exemption
with the US Food & Drug Administration within ninety days of the completion of enrolment in the
Company’s international clinical trial. This target was successfully completed and the bonus was
therefore paid in full.

No discretionary bonus was paid to Ms. Reedy as, at the time of payment of the bonus, Ms. Reedy
had determined to cease her employment with the Company.

Option Awards

We have adopted the HeartWare Limited Employee Share Option Plan, or ESOP. The ESOP is
utilized for the purpose of attracting new executives, retention and as a long-term incentive
program. We perceive, and the benchmark data from the Peer Group confirms, that it is a generally
accepted practice in the medical device industry that potential employers offer senior executives
compensation packages that include a significant option component. In line with this perception,
we often make an initial grant of options to an incoming senior executive with effect from the
commencement of employment, with subsequent “refresher” awards being given at the sole
discretion of the Board of Directors. We have offered our Chief Executive Officer an option
package roughly equal to 3% of our then-outstanding equity. Other executive officers are granted
an initial option package that ranges from 0.75% to 1.5% of our then-outstanding equity, however,
specific grants are negotiated on a case-by-case basis that considers a range of employment
factors, including specific roles and responsibilities, historical compensation and market
information. Compensation packages are often determined and negotiated with the assistance of
an independent executive recruiter if one is utilized or, in the absence of the Company using such
a recruiter, by reference to salary data sourced from the American Society of Human Resource
Management.

In the interest of promoting long-term shareholder value, we have historically granted options that
progressively vest in four annual tranches, commencing on the first anniversary of the date of
grant. Further, all options granted under the ESOP prior to February, 2007 were granted at a
premium to the then-current or fair market value of the underlying security but the Board has
discontinued this practice following confirmation from F W Cook that it is common practice in the
United States for options to be priced “at market”.

See “Equity Awards” below for further information on our option awards.
Performance Rights Awards

During 2007, we adopted the HeartWare Limited Performance Rights Plan (“PRP”). The Company
adopted the PRP in light of recommendations arising from F W Cook’s compensation review and
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after taking account of the total carried-interest ownership of our executives compared with the
Peer Group.

The PRP is utilized, in conjunction with the ESOP, for the purpose of retaining and incentivizing the
Company’s “key employees”, being those employees who the Board of Directors or management
considers must be retained by the Company in the medium to long-term. For this reason, the use
of the PRP has been selective and has therefore only been made available to 14 employees to
date.

See “Equity Grants” below for further information on our grants of performance rights.
Pensions
All executives receive retirement benefits.

In the United States, our executives are eligible to participate in a 401(k) retirement plan after
90 days of employment. We have not provided matching funds through December 31, 2007 and do
not expect to do so for the foreseeable future.

In Australia, we are legally obliged to contribute “superannuation”, at the rate of 9% of the relevant
annual gross salary, with respect to each Australian employee. Superannuation is a retirement or
pension contribution that is made to a pension fund selected by the employee. The amount is not
available to the employee until retirement.

Perquisites and Other Benefits

In the United States, we maintain health, dental and life insurance plans for the benefit of eligible
executives. Each of these benefit plans requires the executive to pay a portion of the premium,
with the Company paying the remainder of the premiums. These benefits are offered on the same
basis to all employees. We also maintain a non-matching, 401(k) retirement plan that is available
to all eligible US employees.

Life, accidental death, dismemberment and disability, and short and long-term disability insurance
coverage is also offered to all eligible executives, and we pay these premiums in full. No other
voluntary benefits, such as vision insurance, supplemental life and specific coverage insurance
supplements, tuition assistance and work-life balance programs are currently made available to
any executive.

Some executives may, generally on commencement of employment with us, be required to
relocate residences in order to fulfill their job responsibilities. In this case, we negotiate a relocation
allowance with the relevant executive on a case-by-case basis, and this allowance may include our
making contributions toward the cost of relocation, establishment of housing and utilities, travel
and, in rare cases, rental assistance. No such relocation occurred during 2007.

We also provide Blackberry communication devices to various executives at no cost to the
executive in circumstances where we consider that it is reasonable to do so.

Equity Grants

We have adopted the ESOP and the PRP that allow us to grant equity to employees and directors.
The ESOP is primarily designed to provide employees and directors with the opportunity to
participate in our growth and success and to provide an incentive for such participants to have a
greater involvement with, and to focus on, our long-term goals. The PRP, which was adopted on
November 13, 2007, is designed to provide a distinctive financial incentive for a limited pool of
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employees who have been identified as key individuals the Company must strive to retain in the
medium to long-term. We believe that the use of both the ESOP and the PRP is an important
component of executive retention and central to our long-term development.

Each option issued under the ESOP and each performance right granted under the PRP allows the
holder to subscribe for and be issued one of our ordinary shares. In accordance with the
Company’s ESOP rules (as adopted by shareholders on May 23, 2006), all ESOP options issued
after we became listed on the ASX must have an exercise price which is not less than the weighted
average sale price of ordinary shares sold during the 5 days (or such other period as our Board
may determine) prior to the issue of the ESOP option. Distinct from the ESOP, performance rights
granted under the PRP may entitle the holder to acquire one of our ordinary shares with a zero
exercise price, provided that relevant performance hurdles are satisfied.

Options and performance rights may generally be exercised after they have vested and prior to the
specified expiration date if the applicable exercise conditions are met. The expiration date can be
for periods of up to ten years after the grant.

Exercise conditions or performance hurdles, if any, are determined by the Board. Except as set out
below, no exercise conditions, other than continued employment, have been applied to any grants
of options to executives at this stage. In addition and subject to the approval by the Board, options
and performance rights may be exercised at any time if we enter into a scheme of arrangement or
a takeover occurs, or if an entity acquires a relevant interest in sufficient number of our ordinary
shares to enable them to replace all or a majority of the Board.

There are a number of events that may cause options to lapse under the ESOP or the PRP
including, for example, where a performance hurdle is not satisfied or where a participant ceases
to be an employee or director, for whatever reason. If we issue our ordinary shares as a share
dividend, the number of ordinary shares which an option holder is entitled to receive upon the
exercise of the option will be adjusted accordingly.

ESOP options and performance rights granted under the PRP are not listed for quotation on the
ASX or any other exchange or market. Options issued under the ESOP and performance rights
granted under the PRP are not transferable, except on the death of an employee or during a
takeover.

In connection with the benchmark exercise which considered, among other things, the carried-
interest ownership of our executives as compared to the Peer Group, F W Cook determined that
our top 10 executives have aggregated carried-interest ownership that is below the 25 th
percentile of the Peer Group. Further, due to the Company’s historical practice of granting premium
priced options, this carried-interest ownership was determined to be less valuable than that made
available to the Peer Group. The carried-interest ownership of the 10 most senior executives was
6.55% while the Peer Group had carried-interest ownership of 7.20% (25th percentile), 9.12%
(median) or 13.02% (75th percentile).

Further, F W Cook considered the quantum of “refresher” grants of options that a Peer Group
executive received based on the relevant tenure of each executive. Following this review, F W
Cook recommended that the Company utilize performance rights so as to bring the Company’s
executives in line with the carried-interest ownership of executives of the Peer Group and as a
means to correct the previous practice of granting premium-priced options. Specifically, F W Cook
recommended that the Company grant approximately 3.7 million performance rights to the
Company’s top 10 executives with no provision or recommendation for wider grants of
performance rights to other employees.
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Following due consideration, the Compensation Committee and the Board of Directors exercised
their discretion and reduced the quantum of performance rights recommended by F W Cook by
approximately 15% with the result that the Company determined to grant not more than
3.15 million performance rights to its “key” employees. The Compensation Committee, based on
recommendations of the Chief Executive Officer, allocated the 3.15 million performance rights to
14 key employees, including our named executive officers.

We made the following grants of options during 2007 to our named executive officers:

In connection with the appointment of Ms. Foley as Vice-President, Clinical and
Regulatory Affairs with effect from January 2, 2007, Ms. Foley was granted 1,000,000
options on commencement of her employment with us and otherwise in accordance with
the terms of her employment agreement. The exercise price of these options was
AU$1.10, which constituted a 57% premium to the share price at the date of grant, which
was AU$0.70.

On November 13, 2007, we approved of the grant of up to an aggregate of 3.15 million
performance rights under the PRP to our named executive officers. Accordingly, on
November 16, 2007, Mr. McIntyre received 400,000 performance rights, Mr. LaRose
received 300,000 performance rights and each of Mr. Rowe and Ms. Foley received
200,000 performance rights. Mr. Godshall was allocated 1.1 million performance rights,
subject to shareholders approving such grant (as required by the ASX Listing Rules)
(shareholders approved the grant at our annual general meeting held on May 9, 2008
and the 1.1 million performance rights were issued that day). The exercise price for the
performance rights is zero and the performance rights lapse if they have not vested within
5 years of the grant date. Vesting of the performance rights is subject to the performance
hurdles set out below. The share price at the date of grant was AU$0.75.

Vesting of each of the performance rights approved on November 13, 2007 is subject to
satisfaction of the following performance hurdles:

Vesting for the first tranche, representing 25% of each allotment, occurs on the last to
occur of the first anniversary of the grant date, the Company receiving CE mark in
Europe, the Company filing its application for Therapeutic Goods Association approval in
Australia and the commencement of the Company’s Bridge-to-Transplant trial in the
United States.

Vesting for the second tranche, representing 25% of each allotment, occurs on the last to
occur of the second anniversary of the grant date and the completion of enrollment under
the Company’s Bridge-to-Transplant trial in the United States.

Vesting for the third tranche, representing 25% of the each allotment, occurs on the last
to occur of the third anniversary of the grant date, the Company filing an application for
Pre-Market Approval with the United States Food and Drug Administration as a Bridge-
to-Transplant therapy and the completion of enroliment under the Company’s Destination
Therapy clinical trial in the United States.

Vesting for the fourth tranche, representing 25% of the each allotment, occurs on the last
to occur of the fourth anniversary of the grant date and the Company completing a
human feasibility study for its next generation device, the MVAD.
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The Board considers potential options grants to executives upon commencement of employment
and as part of our annual employee performance review process with the next contemplated
review expected to occur at the end of the 2008 calendar year.

Employment Agreements and Severance Arrangements

All of our named executive officers have employment agreements, including the Chief Executive
Officer and the Chief Financial Officer. These contracts do not have a fixed term, and the
executives serve on an “at will” basis. The employment agreements of Mr. Godshall, Mr. Mcintyre,
Mr. Rowe and Ms. Reedy contain provisions that will entitle these executives to certain payments
or benefits if their employment is terminated under certain circumstances, including after a “change
in control” of the Company occurs.

The material terms of each named executive officer's employment agreement, and the payments
or benefits which the named executive officers would receive under different termination
circumstances, are set forth below in “~-Employment Agreements” and “-Potential Post-Employment
Payments”, respectively.

Material Change

Since December 31, 2007, and except as described herein, there has been no material change to
the compensation arrangements of the named executive officers.

Share Ownership

We do not have share ownership guidelines or requirements for employees or directors.
Compensation Components of Named Executive Officers

The following summary compensation table sets forth compensation information for our last 2 fiscal
years with regard to (i) our Chief Executive Officer, (ii) our Chief Financial Officer, (iii) our other 3
most highly compensated executive officers during fiscal 2007 and (iv) one additional individual for
whom disclosure would have been provided but for the fact that the individual was not serving as
an executive officer at the end of fiscal 2007, to whom we refer collectively as the “named
executive officers.”

SUMMARY COMPENSATION TABLE

For the Years Ended December 31, 2007 and 2006

Changein
Pension
Value and
Nonqualifie
Non-Equity Deferred
Option Incentive Compen-
Plan sation
Bonus Stock Awards Compen- Earnings All Other
Awards sation
Name and Principal Salary 1) ) ?3) 4) (5) Compensation Total
Position Year ($) ($) ($) ($) ($) $) $) $)
Doualas Godshall 2007 350,000 = = = 71.250 — — 421,250
Chief Executive Officer 2006 87,500 75,000(7) — 2,217,984 — — — 2,380,484
David Mcintyre 2007 225,000 45,000 262,717 — — — 108,000 (9) 640,717
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Dozier Rowe 2007 225,000 27,000 131,358 — — — — 383,358
Chief Operating Officer 2006 147,212 — — 79,367 — — — 226,579
Jeffrey LaRose 2007 225,000 45,000 197,038 — — — — 467,038
Chief Scientific Officer 2006 211,539 45,000 — 79,367 — — — 335,906
Jennifer Foley 2007 211,539 30,000 131,358 376,736 30,000(12) — — 779,633
Vice-President, Clinical 2006 — — — — — — — —
and Regulatory

Jane Reedy 2007 439,231 — — — — — — 439,231
Former Vice President, 2006 200,000 25,000 — 79,367 — — — 304,367

Sales and Marketing

@

@)

(©)

(©)

®)

(6)

@)
®)

©)

(10)

(11

Unless otherwise stated, the amount specified represents a cash bonus paid on October 31, 2007 as part of a Company-wide
discretionary bonus in recognition of the completion of enrolment in the Company’s international clinical trials, the filing of an
investigational device exemption, or IDE, with the US Food & Drug Administration and the Company’s overall progress since
June 2006.

All performance rights, or stock awards, are issued with an exercise price of nil. The amount referenced is calculated by multiplying
the number of stock awards granted by the closing market price of the Company’s stock on the relevant grant date as published by
the Australian Securities Exchange. The stock awards were granted on November 16, 2007 when the closing market price was
AU$0.745 and was converted using the exchange rate at December 31, 2007 of AU$1.00 = US$0.8816. The amount referenced
could also have been calculated, and generated the same grant date fair value, using the Black-Scholes valuation model adopting
the assumptions described in Note 3 and Note 12 of the Notes to Consolidated Financial Statements included in our audited
Consolidated Financial Statements for the fiscal years ended December 31, 2007, 2006 and 2005 appearing elsewhere in this
document.

All option awards are issued with an exercise price in AU$. All 2006 amounts were converted using the exchange rate at
December 31, 2006 of AU$1.00 = US$0.7913. All 2007 amounts were converted using the exchange rate at December 31, 2007
of AU$1.00 = US$0.8816. In each case, the amount referenced is calculated at the relevant grant date using the Black-Scholes
valuation model adopting the assumptions described in Note 3 and Note 12 of the Notes to Consolidated Financial Statements
included in our audited Consolidated Financial Statements for the fiscal years ended December 31, 2007, 2006 and 2005
appearing elsewhere in this document.

The amounts reported were all paid on October 31, 2007. Further details of these payments are set out under the heading “-
Bonus” under the “-Elements of Compensation” above.

Statutory payments for superannuation (i.e., pension) fund equal to 9% of annual salary. This only applied for the period during
2006 in which Mr. Mcintyre was employed in Australia and the amount was converted into US$ using the average exchange rate
during the 2006 fiscal year of AU$1.00 = US$0.7580.

Mr. Godshall commenced employment as Chief Executive Officer of the Company on September 18, 2006 and became a director
of the Company on October 28, 2006. Mr. Godshall does not receive any compensation for his services as a director.

Represents a sign-on bonus on commencement of employment on September 18, 2006.

The Board of Directors determined in November 2007 to grant 1.1 million performance rights to Mr. Godshall with an exercise
price of zero. However, the ASX Listing Rules require that all equity grants to Mr. Godshall be first approved by the Company’s
shareholders. This approval was obtained at the Company's Annual General Meeting on 9 May 2008.

Mr. Mclintyre’s base salary includes AU$73,333 paid in Australian dollars while Mr. Mcintyre resided in Australia. Amounts were
converted into US$ using the average exchange rate during the 2006 fiscal year of AU$1.00 = US$0.7580.

Includes twelve monthly after-tax payments of approximately US$6,000 (gross cost US$9,000) for the purposes of assisting
Mr. Mclintyre with the provision of comparative housing, financing of motor vehicles, rental shortfall on his Australian residence
and other incremental recurring costs associated with his relocation to the United States.

Includes a one-time pre-tax payment of $27,750 as a relocation allowance and seven monthly after-tax payments of
approximately US$6,000 (gross cost US$9,000) for the purposes of assisting Mr. Mcintyre with the provision of comparative
housing, financing of motor vehicles, rental shortfall on his Australian residence and other incremental recurring costs associated
with his relocation to the United States. As at December 31, 2006, a pre-tax amount of US$80,077 (AU$105,647) has been paid
to Mr. Mclntyre in this regard. The 2006 amount also includes $3,300 related to the cost of providing a maintained motor vehicle
and car parking space during his employment in Australia.
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(12) This amount represents a sign-on bonus on commencement of employment in September 2006.
(13) Ms. Reedy was our Vice President, Sales and Marketing until September 12, 2007 and resigned all positions with the Company

with effect from December 31, 2007. The 2007 compensation includes an accrual for severance recorded in the fiscal year ended
December 31,2 007 that will be paid to Ms. Reedy in 2008.

The following table lists all plan-based awards to named executive officers during 2007:
GRANTS OF PLAN-BASED AWARDS

For the Year Ended December 31, 2007

All Other
Option Grant
Date
Awards: Fair
Number of Exercise Value of
or
Estimated Future Payouts Under Estimated Future Payouts Under Securities Base Stock
Price and
Non-Equity Incentive Plan Awards Equity Incentive Plan Awards Underlying of Option
Option
Action Grant (3) (4) Options Awards Awards
Date Date Threshold Taraet Maximum  Threshold Taraet Maximum (5) (6) (7)

Name and Position (1) (2) ($) ($) ($) (#) (#) (#) (#) ($/sh) ($)

Doualas Godshall — — — 75.000 75.000 — —(8) — — — —

Chief Executive

Officer

David Mclintyre 11/13/07 11/16/07 — — — — 400,000 400,000 — — 262,717

Chief Financial Officer

Dozier Rowe 11/13/07 11/16/07 — — — — 200,000 200,000 — — 131,358

Chief Operating

Officer

Jeffrey LaRose 11/13/07 11/16/07 — — — — 300,000 300,000 —_ — 197,038

Chief Scientific Officer

Jennifer Foley 12/21/06  01/02/07(9) — — — — — — 1,000,000 0.97(10)  376,736(11)

Vice-President, 11/13/07 11/16/07 — — — — 200,000 200,000 — — 131,358

Jane Reedy — — — — — — — — — — —

Former Vice-

President Sales and

Marketing

(1) This date represents the date on which the Board of Directors resolved to issue the option or stock award.

(2) This date represents the date on which the option or stock award was entered into the Company’s register of option
holders.

(3) Details of this payment to Mr. Godshall are set out under the heading “-Bonus” under the “-Elements of Compensation”
section above.

(4) The amounts represent the number of shares in the Company expected to be issued to the relevant named executive
officer under the Company’s Performance Rights Plan. These stock awards vesting in four equal tranches on
satisfaction of various performance hurdles, details of which are set out under the heading “-Equity Grants” above.

(5) These option awards vest in four equal annual tranches commencing on the first anniversary of the grant date.

(6) All option awards are issued with an exercise price in AU$ and are converted into US$ using the exchange rate at
December 31, 2007 of AU$1.00 = US$0.8816.

(7) With the exception of the option awards granted to Ms. Foley on January 2, 2007, all amounts refer to a grant of

performance rights, or stock awards, with an exercise price of nil. The amount referenced in the table is calculated by
multiplying the number of stock awards granted by the closing market price of the Company’s stock on the relevant
grant date as published by the Australian Securities Exchange. The stock awards were granted on November 16, 2007
when the closing market price was AU$0.745 and was converted using the exchange rate at December 31, 2007 of
AU$1.00 = US$0.8816. In each case, the amount referenced could also have been calculated, and generated the same
grant date fair value, using the Black-Scholes valuation model and adopting the assumptions described in Note 3 and
Note 12 of the Notes to Consolidated Financial Statements included in our audited Consolidated Financial Statements
for the fiscal years ended December 31, 2007, 2006 and 2005 appearing elsewhere in this document.
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The Board of Directors determined in November 2007 to grant 1.1 million performance rights to Mr. Godshall with an
exercise price of zero. However, the ASX Listing Rules require that all equity grants to Mr. Godshall be first approved
by the Company’s shareholders. This approval was obtained at the Company's Annual General Meeting on 9 May
2008.

In accordance with Ms. Foley’s employment agreement, these options were granted following the commencement of
Ms. Foley’s employment with the Company on January 2, 2007.

(10) The exercise price of these options is AU$1.10 which was converted into US$ using the exchange rate at
December 31, 2007 of AU$1.00 = US$0.8816.
(11) Ms. Foley was granted 1,000,000 options with an exercise price of AU$1.10, being the same issue price for the

Company’s capital raising that was completed in May 2006. The exercise price was converted into US$ using the
exchange rate at December 31, 2007 of AU$1.00 = US$0.8816. The amount referenced in the table is calculated at the
relevant grant date using the Black-Scholes valuation model using the assumptions described in Note 3 and Note 12 of
the Notes to Consolidated Financial Statements included in our audited Consolidated Financial Statements for the

fiscal years ended December 31, 2007, 2006 and 2005 appearing elsewhere in this document.

Options are granted with exercise prices in Australian dollars (i.e., AU$) and otherwise in
accordance with the terms of the Company’s ESOP rules. Performance rights are granted with an
exercise price of zero and otherwise in accordance with the terms of the Company’s PRP rules.
The exercise price per share (if any) and the calculated Black-Scholes value at grant date per
share in the table above has been converted to US dollars using the exchange rate at
December 31, 2007 of AU$1.00 = US$.8816. Under the terms of the Company’s ESOP rules, all
options issued after we became listed on the ASX must have an exercise price which is not less
than the weighted average sale price of our ordinary shares sold during the 5 days (or such other
period as our Board may determine) prior to the time of the issuance of the option.

Except as stated below, all options granted under the Company’s ESOP rules to date, including
options granted to named executive officers, vest in four equal annual tranches commencing on
the first anniversary of the grant date subject to satisfaction of performance hurdles (if any). The
vesting schedule was determined following consultation with the Company’s lawyers, Corrs
Chambers Westgarth, and the Company’s corporate advisers, Inteq Limited, in late 2004.

Options granted in November 2007 under the Company’s PRP to the named executive officers
vest in four tranches subject to the satisfaction of certain performance hurdles (if any). For further
details on these performance hurdles, please see the section titled “-Equity Grants”.

There were no option exercises during 2007 by named executive officers.

The following table summarizes all outstanding equity awards for the named executive officers as
of December 31, 2007:

OUTSTANDING EQUITY AWARDS

AT DECEMBER 31, 2007

Option Awards Stock Awards
Equity
Equity Incentive

Incentive Plan Equity

Awards: Incentive
Plan Awards: Market Number Plan
of Awards:
Number of

Number Value Unearne Market or
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Number of Number of Securities Shares Shares Shares, Value of
or of Units Unearned
Securities Securities Underlying Option Units of Units or other Shares,
of Units or
i . i i Stock Stock Rights Other
Underlying Underlying Unexercised Exercise That That That Rights
That
Unexercised Unexercised Unearned Price Option Have Have Have Not Have Not
Not Not Vested
Options Options Options (1) Expiration  Vested Vested Vested 2)
(# Exercisable) (# #) (%) Date #) ($) #) #)
Unexercisable)
Doualas Godshall (3) 1,395,31 0.97 09/04/16
Chief Executive Officer 4,185,94 0.97 09/04/16
David Mcintyre 191,051 0.53 01/31/10 400,000 193,952
Chief Financial Officer 191,051 0.66 01/31/10
191,051 0.88 01/31/10
191,051 1.32 01/31/10
382,102 382,102 0.66 11/30/12
50,000 150,000 0.97 10/18/16
Dozier Rowe 250,000 1.24 04/20/16 200,000 96,976
Chief Operating Officer 750,000 0.97 10/18/16
50,000 150,000 0.97 10/18/16
Jeffrey LaRose 1,540,00 0.18 01/31/10 300,000 145,464
Chief Scientific Officer 382,102 0.44 04/27/15
382,102 0.44 04/27/15
50,000 150,000 0.97 10/18/16
Jennifer Foley 1,000,00 0.97 01/02/17 200,000 96,967
Vice President, Clinical 50,000 150,000 0.97 10/18/16
and Regulatory
Affairs
Jane Reedy 573,153 0.44 04/27/15
Former  Vice-President, 50,000 150,000 0.97 10/18/16

Sales and Marketing

(1) All option awards are issued with an exercise price in AU$ and are converted into US$ using the exchange rate at

December 31, 2007 of AU$1.00 = US$0.8816.
2

Represents the closing market price of the Company’s shares on December 31, 2007 as published by the Australian

Securities Exchange (and converted into US$ using the exchange rate at December 31, 2007 of AU$1.00 = US$0.8816)

multiplied by the number of stock awards.

(©)

The Board of Directors determined in November 2007 to grant 1.1 million performance rights to Mr. Godshall with an

exercise price of zero. However, the ASX Listing Rules require that all equity grants to Mr. Godshall be first approved by

the Company’s shareholders. This approval was obtained at the Company's Annual General Meeting on 9 May 2008.

Deferred Compensation
We do not have any deferred compensation arrangements.
Employment Agreements

We have entered into employment agreements with all of our named executive officers. These
agreements do not have a fixed term of employment.

Employment agreements with our named executive officers generally include certain restrictive
covenants, including a confidentiality covenant that will apply during each officer's employment
with us and thereafter. In the case of Mr. Godshall, Mr. McIntyre, Ms. Reedy and Mr. LaRose, their
employment contracts include a non-solicitation covenant for the duration of their employment and
one year thereafter and a non-competition covenant for the duration of their employment and one
year thereafter.

Those named executive officers with a “technical competence” also enter into a Proprietary
Information, Confidentiality and Inventions Assignment Agreement whereby the relevant employee,
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amongst other things, assigns all rights, including all intellectual property rights, to us without
further compensation.

Below is a summary of each named executive officer's employment agreement.

Mr. Doug Godshall, President, Chief Executive Officer and Executive Director

As Chief Executive Officer, Mr. Godshall is responsible for our day-to-day management, as well as
for planning and directing all of our policies, objectives and initiatives. Mr. Godshall’'s employment
agreement was determined and negotiated with the assistance of an executive recruiter, Russell
Reynolds Associates, during which process the role and responsibilities, available market data and
Mr. Godshall’s previous compensation were considered.

Key elements of Mr. Godshall's employment agreement include:

. Annual salary of $350,000.

. A sign-on bonus of $75,000 paid upon commencement of employment (the sign-on
bonus was used as an incentive to persuade Mr. Godshall to join HeartWare as he
considered multiple employment offers).

. An annual performance bonus of $75,000 subject to satisfaction of agreed annual
performance criteria (the criteria and quantitative components of such bonus, by
percentage, are set forth below).

. Full participation in our employee benefits program, including life and disability insurance
(short and long term), health and group dental.
. Upon commencement of employment, and pursuant to the terms of his employment

agreement, Mr. Godshall was granted 5,581,264 options under our ESOP, with an
exercise price of AU$1.10 per share (the number of options equals approximately 3% of
the then-outstanding shares of the Company and was based on the Company’s
understanding of comparable executive equity packages as confirmed by the Company'’s
recruitment consultant, Russell Reynolds Associates, and the exercise price per share
was equal to the per share price of the Company’s most recent capital raise at the time of
grant). Consistent with all our options granted under the ESOP rules, these options vest
in four equal annual tranches commencing on the first anniversary of the grant date. This
vesting schedule was established following consultation with the Company’s lawyers,
Corrs Chambers Westgarth, and the Company’s corporate advisers, Inteq Limited, in late
2004.

Mr. Godshall's employment agreement does not include a fixed term. Mr. Godshall is entitled to a
period of notice on termination in various circumstances, including where we terminate Mr.
Godshall's employment “without cause”. Mr. Godshall does not receive any additional
compensation, except as provided above, for his role as an executive director of the Company.

Mr. Godshall's annual performance bonus, targeted at $75,000, for the year ending December 31,
2008, will be determined based on whether and to the extent the following criteria have been
satisfied:

Criteria % of
Bonus

. Successful completion of initial bhase of USE IDE clinical trial. 25%

. Receipt of CE Marking in Europe. 15%
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. Advance MVAD to next development milestone. 10%
. Implement branding and product differentiation strategy. 5%
. Train and stock 20 sites in the United States. 10%
. Develop corporate financing opportunities. 25%
. Develop global marketing strategy. 10%

The above objectives for Mr. Godshall were discussed, negotiated and agreed by Mr. Godshall and
Mr. Thomas, Chairman of the Company. Mr. Thomas provided his initial suggestions on the
objectives to Mr. Godshall and then the appropriateness of these objectives, and their respective
weightings, were agreed by Mr. Thomas and Mr. Godshall following a series of discussions and
communications. The objectives and their respective weightings were then approved by the Board
of Directors.

Mr. David Mclntyre, Chief Financial Officer and Company Secretary

As Chief Financial Officer and Company Secretary, Mr. Mclintyre is responsible for directing our
financial, taxation, compliance (non-clinical), legal and company secretarial functions.

Until April 30, 2006, Mr. Mclintyre resided in Sydney, Australia and travelled frequently to the
United States. As of May 1, 2006, Mr. Mcintyre has temporarily relocated to our operations facility
located in Miramar, Florida, in order to assist with, among other things, the management of our
growth and development.

Mr. Mcintyre has an Australian employment agreement with HeartWare Limited that has been
temporarily suspended as of April 30, 2006. Key elements of this agreement include:

. Annual salary of AU$220,000.

. Superannuation calculated at the statutory rate of 9% per annum.

. Provision of one car parking space and a maintained motor vehicle.

. Upon commencement of employment, and pursuant to the terms of his employment

agreement, Mr. Mclntyre was granted an aggregate of 764,204 options under the ESOP, with
exercise prices between AU$0.60 and AU$1.50 per share. The number of options granted in
this regard was approximately equal to 0.75% of the Company’s issued capital at the relevant
time and was negotiated and agreed with Mr. MclIntyre prior to the commencement of his
employment. Consistent with all our options granted under the ESOP rules, these options
vest in four equal annual tranches commencing on the first anniversary of the grant date. This
vesting schedule was established following consultation with the Company’s lawyers, Corrs
Chambers Westgarth, and the Company’s corporate advisers, Inteq Limited, in late 2004.

Mr. Mcintyre’s employment agreement does not contain a fixed term and may be terminated by
either party on 3 months’ notice. This employment agreement, including all accrued but unpaid
leave entitlements, will resume upon Mr. Mclntyre’s return to Australia.
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While serving us in the United States, and with effect from May 1, 2006, Mr. Mclintyre is subject to
a service agreement with HeartWare, Inc. The arrangements with Mr. Mcintyre, including
relocation benefits, were determined following a detailed external, independent review. This
review, which was conducted by Ernst & Young, compared host country (Miami, Florida) and home
country (Sydney, Australia) relativities incorporating a net income comparison, spending and
housing cost differentials as well as standards of living comparatives. In addition, market data
provided by recognized relocation experts were also assessed and consideration was given to the
additional financial burden associated with an international relocation including, among other
things, consideration of the loss of income for Mr. Mcintyre’s spouse as a certified practicing
accountant. Set out below is an overview of the key elements of this service agreement:

. Annual salary of $225,000.

. Full participation in our employee benefits program, including life and disability insurance

(short and long term), health and group dental.

. Relocation benefits as follows:

A one-time pre-tax relocation allowance of $27,750 upon commencement of assignment
in the United States in April 2006. The allowance is provided to assist Mr. McIntyre with
meeting out-of-pocket expenses that were incurred on relocation to the United States,
such as installation and purchase of electrical appliances, house cleaning, telephone
installation etc, together with associated costs of leaving Australia (termination of
services etc).

A monthly after-tax payment of approximately $6,000, with a gross cost to us of $9,000,
for the purposes of assisting Mr. Mcintyre with the provision of comparative housing,
financing of motor vehicles, rental shortfall on his Australian residence and other

incremental recurring costs associated with his relocation to the United States.

In addition, we have adopted an international relocation policy pursuant to which Mr. Mcintyre's
family is entitled to one return trip to Australia following each year of completed service in the
United States. Further, Mr. Mcintyre and his spouse are entitled to a return flight to Australia in the
event of a death in their respective families.

Mr. Mclintyre’s service agreement does not contain a fixed term and may be terminated by either
party at will.

Mr. Dozier Rowe, Chief Operating Officer
As Chief Operating Officer, Mr. Rowe is responsible for our manufacturing and operational

processes including final product development, assembly methods, plant layout, workflow and
workforce utilization. Mr. Rowe has an employment agreement with us. Set out below are the key

elements of the terms of his employment agreement:

Annual salary commenced at $205,000 and was revised to $225,000 on the completion
of a ninety-day review.

Full participation in our employee benefits program, including life and disability insurance
(short and long term), health and group dental.
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. Upon commencement of employment, Mr. Rowe was granted 1,000,000 options under
our ESOP, with an exercise price of AU$1.41 per share. The number of options granted
to Mr. Rowe was negotiated with him following recommendations made to the Company
by its recruitment consultant, Russell Reynolds Associates. Consistent with all our
options granted under the ESOP rules, these options vest in four equal annual tranches
commencing on the first anniversary of the grant date. This vesting schedule was
established following consultation with the Company’'s lawyers, Corrs Chambers
Westgarth, and the Company'’s corporate advisers, Inteq Limited, in late 2004.

Mr. Rowe’s employment agreement does not contain a fixed term and may be terminated by either
party at will.
Ms. Jeffrey LaRose, Chief Scientific Officer

As Chief Scientific Officer, Mr. LaRose is responsible for technology and intellectual property
development.

Mr. LaRose has an employment agreement with HeartWare, Inc., the material terms of which are
set out below:

. Annual salary of $225,000.
. Full participation in our employee benefits program, including life and disability insurance
(short and long term), health and group dental.

Mr. LaRose’s employment agreement does not contain a fixed term and may be terminated by
either party at will.

Ms. Jennifer Foley, Vice-President, Clinical & Regulatory Affairs

As Vice-President, Clinical & Regulatory Affairs, Ms. Foley is primarily responsible for the conduct
of the Company’s clinical trials.

Ms. Foley has an employment agreement with HeartWare, Inc., the material terms of which are set
out below:

. Annual salary of $220,000.

. A sign-on bonus of $30,000 paid upon commencement of employment (the sign-on
bonus was used as an incentive to persuade Ms. Foley to join HeartWare and in light of
the limited availability of senior executives with extensive clinical experience).

. A one-off bonus of $30,000 subject to the Company filing an investigational device
exemption with the US Food and Drug Administration within ninety days of the
completion of enrolment of our international clinical trial.

. Full participation in our employee benefits program, including life and disability insurance
(short and long term), health and group dental.

Ms. Foley's employment agreement does not contain a fixed term and may be terminated by either
party at will.

Ms. Jane Reedy, Former Vice President, Clinical and Marketing
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Ms. Reedy was our Vice President, Sales and Marketing until September 12, 2007, in which
position she was responsible for global sales and marketing and for managing reimbursement
systems in domestic and international markets.

Ms. Reedy had an employment agreement with us, the material terms of which were as follows:

. Annual salary of $220,000.

. A one-time payment of $40,000 as a sign-on bonus upon commencement of her
employment, which bonus was paid in May 2005.

. Full participation in our employee benefits program, including life and disability insurance
(short and long term), health and group dental.

. Upon commencement of her employment, Ms. Reedy was granted 1,146,306 options
under our ESOP, with an exercise price of AU$0.50 per share. The number of options
granted to Ms. Reedy was agreed following protracted negotiations between Ms. Reedy
and the Company. Ms. Reedy had been acting as a consultant to the Company for an
extended period of time and was able to negotiate a higher number of options as a
result. Consistent with all our options granted under the ESOP rules, these options vest
in four equal annual tranches commencing on the first anniversary of the grant date. This
vesting schedule was established following consultation with the Company’s lawyers,
Corrs Chambers Westgarth, and the Company’s corporate advisers, Inteq Limited, in
late 2004.

For more information, see "Non-Continuing Named Executive Officers” below.
Potential Post-Employment Payments

Under the employment agreements we have with our named executive officers, each is entitled to
certain compensation from us in the event that his or her employment is terminated. The amount of
compensation that each named executive officer would be entitled to receive depends on the
circumstances in which the employment is terminated and the relevant terms of the individual
named executive officer's employment agreement.

One or more of our named executive officers are entitled to post-termination benefits if their
employment is terminated in one or more of the following circumstances:

. by the Company without cause;

. by the executive for “good reason”;
. upon death or disability; and

. following a change in control.

The following sections discuss the estimated benefits that our named executive officers would
receive as of December 31, 2007 in each of these termination circumstances, as applicable. The
calculations set forth below are intended to provide reasonable estimates of the potential benefits
are based on a number of assumptions and may not represent the actual amount a named
executive officer would receive if the executive’'s employment is terminated in any of these
circumstances.
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Termination Without Cause
If we terminate the employment of a named executive officer without cause, then that executive is
entitled to receive his or her then-current base salary for 6 months following the date of
termination. The above applies to each of our named executive officers except Mr. LaRose and
Ms. Foley, who are not entitled to any further compensation if they are terminated without cause.

The following additional terms also apply to the named executive officers referred to below if we
terminate their employment without cause:

For Mr. Godshall, he is also entitled to:

. a further 3 months notice in writing of such termination or payment of 3 months’ salary in
lieu of notice;
. the continuation of all benefits provided to him and his family for 6 months following the

date of termination; and

. the acceleration of a pro-rata portion of the options that would otherwise vest on the next
anniversary of Mr. Godshall’'s commencement date with the Company following the date
of termination, calculated by multiplying the relevant number of options that would
otherwise vest by a fraction, the numerator of which is the number of months
Mr. Godshall has worked since the most recent anniversary of Mr. Godshall's

commencement date and the denominator of which is 12.

. For Mr. Mclntyre, he is also entitled to payment for the reasonable costs of relocating him
and his family from Miami to Sydney unless he accepts a new position with another
employer that covers his relocation expenses, in which case the Company shall pay the

excess of his relocation benefit over the expenses actually paid by such new employer.

Termination for Good Reason

If either of Mr. Godshall or Mr. Mcintyre terminates his employment for “good reason” (as defined
in his employment agreement), the executive shall be entitled to receive the same benefits as are
set out under the heading “Termination Without Cause” above.

If Mr. Rowe terminates his employment for “good reason” (as defined in his employment
agreement), he shall be entitled to receive his then-current base salary for 6 months following the
date of termination of his employment.

The following table shows the potential payments to each named executive officer if his or her
employment was terminated without cause or for good reason as of December 31, 2007.

Termination Without Cause and Termination for “Good Cause”

Payment
in Lieu of Share
Severance Notice Options Benefits
Payment (%) (%) (%) Relocation Total
Name (%) 1) 2) ©) $) (%)

175.00
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David Mclntyre 166,50 — — — 67,750(4) 234,250
Dozier Rowe 112,50 — — — — 112,500

(1) Assumes that the Company elects to make a payment in lieu of notice to the named executive officer instead of
providing written notice of termination.

(2) Represents the Black-Scholes value of share options calculated as at the grant date using the assumptions described in
Note 3 and Note 12 of the Notes to Consolidated Financial Statements included in our audited Consolidated Financial
Statements for the fiscal years ended December 31, 2007, 2006 and 2005 appearing elsewhere in this document.

(3) Represents the cost to the Company of benefits for the named executive officer and his family.

(4) Represents the estimated cost to relocate Mr. Mcintyre and his family from Florida to Australia.

Death or Disability

Except for Mr. Godshall, none of our named executive officers have specific provisions in their
employment agreements that govern termination in the event of death or disability.

For Mr. Godshall, the following provisions apply:

. If Mr. Godshall becomes incapacitated such that, in the opinion of an independent
physician, the incapacitation prevents Mr. Godshall from performing his duties for 3
consecutive months or 3 months in aggregate in any twelve month period, then
Mr. Godshall shall be entitled to receive his salary and health insurance benefits for
3 months following termination, and Mr. Godshall’s options shall accelerate in the manner
specified above under the headina “Termination Without Cause”.

. Upon Mr. Godshall's death, his estate shall be entitled to receive the benefits as set out
under the heading “Termination Without Cause” above.

The following table shows the potential payments to Mr. Godshall if his employment was
terminated in the event of death or disability, as of December 31, 2007.

Death Disability
Payment Share Share
Severance in Lieu of  Options Benefits Severance  Option Benefits
Payment  Notice 1) 2) Total Payment 3) 4) Total
Name $) (6] (©)] (©)] ® %) ® $ ®)

Douglas 175,000 87,500 119,406 5,342 387,248 87,500 119,406 2,671 209,577
Godshall

(1) Represents the Black-Scholes value of share options calculated as at the grant date using the assumptions described in Note 3
and Note 12 of the Notes to Consolidated Financial Statements included in our audited Consolidated Financial Statements for the
fiscal years ended December 31, 2007, 2006 and 2005 appearing elsewhere in this document.

(2) Represents the cost to the Company of benefits for the named executive officer and his family.

(3) Represents the Black-Scholes value of share options calculated as at the grant date using the assumptions described in Note 3
and Note 12 of the Notes to Consolidated Financial Statements included in our audited Consolidated Financial Statements for the
fiscal years ended December 31, 2007, 2006 and 2005 appearing elsewhere in this document.
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(4) Represents the cost to the Company of benefits for the named executive officer and his family.

Change of Control

Our employment agreements with each of Mr. Mcintyre and Mr. Rowe contain certain provisions
that apply if the employment of these executives is terminated following a “change of control”. The
payments or benefits these executives shall be entitled to receive are in addition to those that the
named executive officer would otherwise be entitled to receive if his employment were terminated
under the same circumstance but for the change in control having occurred.

For Mr. Mcintyre, if his employment is terminated by the Company without cause following a
“change in control” and the Company does not provide him with 3 months notice of the termination,
then he shall be entitled to a payment equal to an additional 3 months base salary. These
provisions are in addition to the benefits that Mr. Mcintyre would otherwise receive if his
employment was terminated without cause by the Company.

For Mr. Rowe, if his employment is terminated by the Company without cause or if he terminates
his employment for good reason, and if such termination occurs within twelve months following the
change in control, then all his options held by the executive on the date of and immediately prior to
the transaction constituting the change in control and that would have vested on or before the date
which is twelve months after the date on which the change in control occurs shall vest and be
immediately exercisable.

Under each of the relevant employments agreements, a “change of control” occurs if:

. a person or entity becomes the owner, directly or indirectly, of more than fifty percent of
the Company’s voting power (except by way of a merger, consolidation or similar
transaction);

. there is a merger, consolidation or similar transaction where the Company’s existing

shareholders do not own, directly or indirectly, more than fifty percent of the Company’s
voting power of the surviving entity in a merger, consolidation or similar transaction
(except where these circumstances arise in the context of a public offering); or

. there is a consummated sale, lease, exclusive license or other disposition of the
Company'’s consolidated assets.
The following table shows the potential incremental payments or benefits to each of Mr. Mcintyre
and Mr. Rowe if his employment was terminated by the Company for cause or by the named
executive officer for good reason following a change of control, as of December 31, 2007.

Change of Control (1)

Payment
Severance in Lieu Share
Payment Notice Options Benefits Relocation Total
(2
Name % $) $) $) $) $)
David Mclntvre — 83.250 — — — 83.250
Dozier Rowe — — 92,886 — — 92,886
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The benefits referred to above are the incremental benefits the named executive officer would receive upon a change of
control in the event of a termination without cause or a termination for good reason, which are separately disclosed in a
table preceding the above table.

Represents the Black-Scholes value of share options calculated using the assumptions described in Note 3 and Note 12 of
the Notes to Consolidated Financial Statements included in our audited Consolidated Financial Statements for the fiscal
years ended December 31, 2007, 2006 and 2005 appearing elsewhere in this document.

Non-Continuing Named Executive Officers

Our former Vice-President, Sales & Marketing, Ms. Reedy ceased her role as Vice-President,
Sales & Marketing in September 2007 but remained employed by the Company until December 31,
2007.

The Company and Ms. Reedy entered into an agreement on September 12, 2007 under which Ms
Reedy would continue to be employed by the Company until December 31, 2007 at which time
Ms. Reedy would resign all positions with the Company. Under this agreement, we agreed to pay
Ms. Reedy a severance payment equal to twelve months salary, or $220,000, plus applicable
payroll taxes.

DIRECTOR COMPENSATION

The following table sets out total compensation for the year ended December 31, 2007 to our non-
executive directors. Executive directors do not receive compensation for their service as directors.
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DIRECTOR COMPENSATION (1)

Change in
Pension
Value and
Nonqualified
Fees Deferred
Earned or Non-Equity Compen-
sation
Paid in Stock Option Incentive Earnings All Other
Plan
Year Ended Cash Awards Awards Compensat ) Compensation Total
ion
Name and Position December (%) %) %) %) ($) $) %)
31,

Robert Thomas 2007 100,608 — — — 9,055 — 109,663
Chairman
Seth Harrison, M.D. 2007 83,840 — — — 7,546 — 91,386
Deputy Chairman
Dr. Christine Bennett 2007 50,304 — — — 4,527 — 54,831
Non-executive director
Dr. Denis Wade 2007 — — — — 54,831 — 54,831
Non-executive director
Robert Stockman (3) 2007 — — 67,720(4) — — — 67,720

Non-executive director
(1) All amounts paid to directors are denominated in AU$ and are converted into US dollars using the average exchange rate

@)

(©)

4)

for fiscal 2007 of AU$1.00 = US$0.8384.

Statutory contributions of 9% of fees to a superannuation fund (i.e., pension) for Australian directors only. These amounts
are paid in AU$ and are converted into US dollars using the average exchange rate for fiscal 2007 of AU$1.00 =
US$0.8384.

Mr. Stockman was appointed to the Board of Directors as of December 11, 2006 and has not received any director’s fees
during 2006 or 2007. Mr. Stockman will commence receiving directors’ fees with effect from January 1, 2008 at the rate of
$60,000 per annum.

Mr. Stockman was granted 200,000 options on July 26, 2007 with an exercise price of AU$0.75. The amount in the table
represents the Black-Scholes value of these share options calculated using the assumptions described in Note 3 and Note
12 of the Notes to Consolidated Financial Statements included in our audited Consolidated Financial Statements for the
fiscal years ended December 31, 2007, 2006 and 2005 appearing elsewhere in this document.

Compensation Components

The compensation for our non-executive directors was determined in late 2004 in consultation with
our corporate advisers and by reference to what the Board of Directors then understood to be
comparable levels of compensation for similar entities in the life sciences and/or biotechnology
industries in Australia. Consideration was given to the size of companies, the stage of companies
(i.e., whether such companies were pre- or post-revenue) and whether or not comparable
companies were publicly held. The Company did not undertake a formal study or rely on specific
benchmarking data in setting director compensation. Compensation is paid to non-employee, or
non-executive, directors only, and employee or executive directors do not receive any additional
compensation for their directorships.

In the 3 year period since our ordinary shares have been listed on the ASX, the compensation of
our directors has not changed or otherwise increased. In addition and except for an initial grant of
options to Mr. Stockman on July 26, 2007, no incremental equity participation has been afforded to
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directors in this period. A review of the performance of individual directors has not been
undertaken.

Compensation Committee Interlocks and Insider Participation

The Compensation Committee consists of four non-executive directors: Mr. Thomas (Chairman),
Dr. Harrison, Dr. Wade and Dr. Bennett. None of the members of the Compensation Committee is
a former officer or employee of the Company, except that (1) Dr. Harrison previously acted as
Chief Executive Officer of the Company’s subsidiary, HeartWare, Inc., prior to its acquisition by the
Company in January 2005 and (2) Dr. Harrison was Acting Chief Executive Officer of HeartWare,
Inc. between July 2003 and November 2004 and was not paid any compensation for the services
that he rendered in this regard. None of our executive officers serves as a member of the board of
directors or compensation committee of any other entity that has one or more executive officers
who serve on our board of directors or compensation committee.

Compensation Committee Report
The Compensation Committee has reviewed and discussed with management the “Compensation
Discussion and Analysis”. Based on the foregoing review and discussion, the Compensation
Committee recommended to the Board that the “Compensation Discussion and Analysis” be
included in this Explanatory Memorandum for filing with the SEC.

Submitted by

The Compensation Committee

Robert Thomas

Dr. Seth Harrison

Dr. Denis Wade

Dr. Christine Bennett

Deadline for Submitting Shareholder Proposals

Shareholders may give notice to the Company of a resolution that they propose to move at a
general meeting provided that such shareholders hold at least 5% of the votes that may be cast on
the resolution; or at least 100 shareholders who are entitled to vote at a general meeting propose
the resolution. The notice must be in writing, set out the wording of the proposed resolution and be
signed by the shareholders proposing to move the resolution. In accordance with the Corporations
Act, if the Company receives notice of a resolution from shareholders (in accordance with the
procedure set out above), the resolution will be considered at the next general meeting that occurs
more than 2 months after the notice is given.

Delivery of Proxy Statement Shareholders Sharing an Address

In accordance with applicable US law requirements, only one copy of this Notice of Meeting
and Explanatory Memorandum are being delivered to two or more shareholders who share an
address, unless the Company receives contrary instructions from one or more of the shareholders
at that shared address. Upon receipt of an oral or written request for multiple copies of these
documents, the Company will promptly deliver such multiple copies.

Notice of Extraordinary General Meeting 32



33 HeartWare

To request that multiple copies of these documents be delivered, shareholders may write to
Company Secretary, HeartWare Limited, Level 57, MLC Centre, 19-29 Martin Place Sydney NSW
2000, Australia, or contact the Company by telephone at +61 2 9238 2064. Shareholders may
also contact the Company at the above address and telephone number if they have received
multiple copies of these and would prefer to receive instead a single copy of Company mailings in

the future.
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AEST
ASX

Board

Company or
HeartWare

Corporations Act

Extraordinary
General Meeting

Directors
Listing Rules
Placement

Shares

34 HeartWare

means Australian Eastern Standard Time

means the Australian Securities Exchange Limited or the market it
operates as the context requires.

means the board of directors of the Company from time to time
means HeartWare Limited (ACN 111 970 257)

means the Corporations Act 2001 (Cth)

means the proposed meeting of all shareholders at the offices of
Grant Thornton, Level 17, 383 Kent Street, Sydney NSW 2000 on
11 July 2008 at 10.00AM AEST

means the directors of the Company from time to time
means the ASX Listing Rules

means the placement of up to 70 million Shares to sophisticated
and professional investors in Australia and the united States.

means fully paid ordinary shares in the capital of the Company
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Registries Limited

S PROXY FORM
eartWare Royal Exchange, Sydney NSW 1223

.. Enquiries: 61 2 9290 9600

HeartWare Limited aBN 34111970 257 Facsimile: 61 2 9279 0664
Extraordinary General Meeting 2007 www.registriesltd.com.au
Proxy Form registries@registriesltd.com.au

«NameAddress_1»
«NameAddress_2»
«NameAddress_3»
«NameAddress_4»
«NameAddress_5»
«NameAddress_6»

Appointment of Proxy
If appointing a proxy to attend the Extraordinary General Meeting on your behalf, please complete the form and submit it in
accordance with the directions set out in this form.

I/We being a shareholder/shareholders of HeartWare Limited pursuant to my/our right to appoint not more than two
proxies, appoint

The Chairman of the Write here the name of the person you are
Meeting OR appointing if this person is someone other
(mark with an “X") than the Chairman of the Meeting.
or failing him/her Write here the name of the other person you
are appointing.

or failing him/her (or if no proxy is specified above), the Chairman of the meeting, as my/our proxy to act generally at the
Extraordinary General Meeting on my/our behalf and to vote for me/us and on my/our behalf in accordance with the
following directions (or if no directions have been given, as the proxy sees fit)at the Extraordinary General Meeting to be
held at the offices of Grant Thornton, Level 17, 383 Kent Street, Sydney NSW 2000 on 11 July 2008 at 10:00 am and at
any adjournment of that meeting.

This proxy is to be used in respect of op of the ordinary shares I/we hold.

The Chairman of the Meeting intends to vote all valid undirected proxies in favour of each item of business.

Voting directions to your proxy — please mark to indicate your directions

RESOLUTION

T
o
=

Against Abstain*

1. Approval of Share Issue

2. Participation of Director in Placement — Mr Robert Thomas
3. Participation of Director in Placement — Mr Tim Barberich
4. Participation of Director in Placement — Dr Denis Wade

5. Participation of Director in Placement — Dr Christine Bennett

6. Participation of Related Party in Placement — Mrs Kyrenia
Thomas

OOO00odnond
OOO0O000nd
OOO0onond

7. Grant of Options to Mr Tim Barberich

* If you mark the Abstain box for a particular item, you are directing your proxy not to vote on your behalf on a show of hands or on a poll
and your votes will not be counted in computing the required majority on a poll.

PLEASE SIGN HERE

This section must be signed in accordance with the instructions overleaf to enable your directions to be implemented.
Executed in accordance with section 127 of the Corporations Act:

Individual or Shareholder 1 Joint Shareholder 2 Joint Shareholder 3
Sole Director & Sole Company Director Director / Company Secretary
Secretary

Dated this day of 2008




Extraordinary General Meeting HeartWare Limited
Proxy Form ABN 34 111 970 257

INSTRUCTIONS FOR COMPLETING PROXY FORM

1. Your pre-printed name and address is as it appears on the share register of HeartWare Limited. If you are
Issuer Sponsored and this information is incorrect or incomplete (i.e. J Jones, ABC Company etc), please
make the correction on the form and return it to Registries Limited at the address shown below duly
signed. Security holders sponsored by a broker on the CHESS subregister should advise their broker of any
changes. Please note that you cannot change ownership of your securities using this form.

2. Completion of a proxy form will not prevent individual shareholders from attending the Extraordinary General
Meeting in person if they wish. Where a shareholder completes and lodges a valid proxy form and attends the
Extraordinary General Meeting in person, then the proxy's authority to speak and vote for that shareholder is
suspended while the shareholder is present at the Extraordinary General Meeting.

3. A shareholder of the Company entitled to attend and vote is entitled to appoint not more than two proxies. Where
more than one proxy is appointed, each proxy must be appointed to represent a specified proportion of the
shareholder’s voting rights. If the shareholder appoints two proxies and the appointments do not specify this
proportion, each proxy may exercise half of the votes. Fractions of votes will be disregarded.

4. A proxy need not be a shareholder of the Company.

5. If you mark the abstain box for a particular item, you are directing your proxy not to vote on that item on a show of
hands or on a poll and that your shares are not to be counted in computing the required majority on a poll.

6. If a representative of a company shareholder is to attend the Extraordinary General Meeting, a properly executed
original (or certified copy) of the appropriate “Certificate of Appointment of Corporate Representative” should be
produced for admission to the Meeting. Previously lodged “Certificates of Appointment of Corporate
Representative” will be disregarded by the Company.

7. If a representative as Power of Attorney of a shareholder is to attend the Extraordinary General Meeting, a properly
executed original (or certified copy) of the appropriate Power of Attorney should be produced for admission to the
Extraordinary General Meeting. Previously lodged Powers of Attorney will be disregarded by the Company.

8. Signing Instructions

You must sign this form as follows in the spaces provided:

Individual: Where the holding is in one name, the holder must sign.
Joint Holding: Where the holding is in more than one name, all of the shareholders should sign.
Power of Attorney: If you are signing under a Power of Attorney, you must lodge an original or certified

photocopy of the appropriate Power of Attorney with your completed Proxy Form.

Companies: Where the company has a Sole Director who is also the Sole Company Secretary,
this form must be signed by that person.

If the company (pursuant to section 204A of the Corporations Act 2001) does not
have a Company Secretary, a Sole Director can also sign alone.

Otherwise this form must be signed by a Director jointly with either another Director
or a Company Secretary. Please indicate the office held by signing in the appropriate
place.

9. Lodgement of a Proxy

This Proxy Form (and any Power of Attorney under which it is signed) must be received at the address below not
later than 10.00am on Wednesday 9 July 2008 (48 hours before the commencement of the meeting). Any Proxy
Form received after that time will not be valid for the scheduled meeting.

Hand deliveries: Registries Limited
Level 2
28 Margaret Street
Sydney NSW 2000

Postal address: Registries Limited
PO Box R67
Royal Exchange NSW 1223

Fax number: + (61 2) 9279 0664
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