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Directors’ Report
for the year ended 30 June 2024

Molecular Discovery Systems Limited

The directors of Molecular Discovery Systems Limited (“MDS” or the “Company”) present the report
of the Company for the financial year ended 30 June 2024.

Directors

The directors in office at any time during or since the end of the year are:

Name Date Appointed Date Resigned
David Breeze 23 February 2006 Current
Michael Breeze 13 June 2017 Current
Charles Maling 17 December 2019 Current

Company Secretary

Mr David Breeze was appointed Company Secretary on 23 November 2016. He has many years'
experience in the management of listed and unlisted entities.

Principal Activities

MDS has been working with the Molecular Cancer Research Group at the Harry Perkins Institute of
Medical Research to validate HLS5 as a novel tumour suppressor gene, particularly for liver cancer.

The researchers at the Perkins Institute originally identified HLSS (TRIM35) as a tumour suppressor
associated with leukemia. In a separate study conducted in China, low levels of HLS5 (TRIM35) was
found to correlate with human liver cancer development, and that reduced HLSS (TRIM35)
expression could potentially be used as prognostic marker for the disease.

In a significant further phase of this research the Perkins Institute researchers have developed a pre-
clinical model of liver cancer.

Research undertaken by the Perkins Institute tfeam, and laboratories in China, has revealed that
HLS5 (TRIM35) is capable of slowing the growth of tumour cells in culture, including suppression of
liver cancer cells.

Liver cancer ranks as the second leading cause of cancer-related deaths in developing counfries.
An estimated 782,500 new cases of liver cancer and 745,500 deaths occurred worldwide in 2012, of
which China alone accounted for almost 50% of cases. While survival rates for many cancers have
improved over the past two decades, there has been no major improvement in liver cancer
prognosis.

Liver cancer also looms as one of Australia’s greatest cancer challenges, with new analyses
predicting increased mortality from the disease in the future. At present, limited treatment options
exist for patients with liver cancer.

The development of this pre-clinical model may enable MDS to pursue research and partnering
relationships with a significant new range of collaborators and investors.



Directors’ Report
for the year ended 30 June 2024

Molecular Discovery Systems Limited

Operating Results
The loss of the Company after providing for income tax was $102,468 (2023: loss of $94,580).
Dividends

The Directors recommend that no dividend be paid in respect of the current period and no
dividends have been paid or declared since the commencement of the period.

Financial Position

The net asset deficiency of the Company at 30 June 2024 was $1,991,555 (2023: deficiency of
$1,889,087).

Significant Changes in State Of Affairs

There were no other significant changes in the state of affairs of the Company other than that
referred to in the financial statements or notes thereto.

After Balance Date Events

There have not been any other matters or circumstance that have arisen since the end of the
period, that have significantly affected, or may significantly affect, the operations of the Company,
the results of those operations, or the state of affairs of the Company in future financial years.

Likely Developments

Likely developments which may prejudice the Company by disclosure have not been disclosed.

Information on Directors

David Breeze
Managing Director and Executive Chairman — Age 71

David is a Corporate Finance Specialist with extensive experience in the stock broking industry and
capital markets. He has been a corporate consultant to Daiwa Securities; and held executive and
director positions in the stock broking industry. David has a Bachelor of Economics and a Masters of
Business Administration, and is a Fellow of the Institute of Company Directors of Australia. He has
published in the Journal of Securities Institute of Australia and has also acted as an Independent
Expert under the Corporations Act. He has worked on the structuring, capital raising and public
listing of over 70 companies involving in excess of $250M. These capital raisings covered a diverse
range of areas including oil and gas, gold, food, manufacturing and technology.

David Breeze is a director ASX listed BPH Energy Limited and MEC Resources Limited. He is also a

director of unlisted Grandbridge Limited, Cortical Dynamics Limited, Diagnostic Array Systems Pty
Ltd and Advent Energy Limited and its subsidiaries.

Michael Breeze
Non - Executive Director — Age 32

Michael Breeze has a Bachelor of Contemporary Arts Double Major from Edith Cowan University
WA and has a worked in market research and political polling.

Michael does not hold any other directorships.
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Charles Maling

Non - Executive Director — Age 70

Mr Charles Maling was formerly the Communications Officer for the Office of the Western Australian
State  Government Environmental Protection Authority with a responsibility for advising the
Chairman of the EPA on media issues. He has a Bachelor of Sociology and Anthropology with a
Media minor. Charles worked with the Western Australian State Government Department of the
Environment for 14 years and further 8 years for the EPA. His administrative roles included
environmental research (including a major study on Perth Metropolitan coastal waters and Western
Australian estuaries) environmental regulation and enforcement and media management.

Mr Maling is a director of ASX listed BPH Energy Limited and unlisted Grandbridge Limited.
Meetings of Directors

The board consults regularly by phone on maftters relating to the Company’s operations.
Resolutions are passed by circulatory resolution. The board did not hold any meetings during the
financial year.

Options

No options issued over ordinary shares in the Company were granted during or since the end of the
financial year and there were no options outstanding at the date of this report.

Indemnifying Officers and Auditors

During or since the end of the financial year the Company has not given an indemnity or entered
an agreement to indemnify, or paid or agreed to pay insurance premiums.

Proceedings on Behalf of Company

No person has applied for leave of court to bring proceedings on behalf of the Company or
infervene in any proceedings to which the Company is a party for the purpose of taking
responsibility on behalf of the Company for all or any part of those proceedings. The Company was
not a party to any such proceedings during the year.

Non-audit Services

There were no fees paid for non-audit services to the external auditors during the year ended 30
June 2024 (2023: $Nil).

Auditor’s Independence Declaration

The auditor's independence declaration for the year ended 30 June 2024 has been received and
can be found on page 4.

Signed in accordance with a resolution of the Board of Directors

L

David Breeze, Director, 11th October 2024



HLB)MANN JUDD

ADVISORY AND ACCOUNTING

AUDITOR’S INDEPENDENCE DECLARATION

As lead auditor for the audit of the financial report of Molecular Discovery Systems Limited for the
year ended 30 June 2024, | declare that to the best of my knowledge and belief, there have been
no contraventions of:

a) the auditor independence requirements of the Corporations Act 2001 in relation to the
audit; and

b) any applicable code of professional conduct in relation to the audit.

Perth, Western Australia
11 October 2024

hlb.com.au

HLB Mann Judd ABN 22 193 232 714

A Western Australian Partnership

Level 4, 130 Stirling Street, Perth WA 6000 / PO Box 8124 Perth BC WA 6849

T: +61(0)8 9227 7500 E: mailbox@hlbwa.com.au

Liability limited by a scheme approved under Professional Standards Legislation.

HLB Mann Judd is a member of HLB International, the global advisory and accounting network.
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Statement of Profit or Loss and Other Comprehensive Income
for the year ended 30 June 2024

Molecular Discovery Systems Limited

Note 2024 2023
$ $
Administration and compliance expenses (20,116) (17,589)
Interest expense (82,352) (76,991)
(Loss) before income tax (102,468) (94,580)
Income tax expense 4 - -
(Loss) from continuing operations (102,468) (94,580)
Other comprehensive income
ltfems that will never be reclassified to profit or loss - -
ltems that are or may be reclassified to profit or loss - -
Total comprehensive (loss) for the year (102,468) (94,580)

The accompanying notes form part of, and should be read in conjunction with, these financial
statements.



Statement of Financial Position
as at 30 June 2024

Molecular Discovery Systems Limited

Note

Current Assets
Cash and cash equivalents 2
Trade and other receivables 3

Total Current Assets

Total Assets

Current Liabilities
Trade and other payables
Financial liabilities 8

Total Current Liabilities

Non-Current Liabilities
Financial liabilities 8

Total Non-Current Liabilities

Total Liabilities

Net (Liabilities)

Equity
Issued capital 9
Reserves 11
Accumulated losses

Total (Deficiency)

The accompanying notes form part of, and should be read in conjunction with, these financial

statements.

2024 2023
) )

72 294

109 91

181 385

181 385

5,292 5,380
974,050 954,050
979,342 959,430
1,012,394 930,042
1,012,394 930,042
1,991,736 1,889,472
(1,991,555)  (1,889,087)
2,219,482 2,219,482
4,270 4,270
(4,215,307)  (4,112,839)
(1,991,555)  (1,889,087)




Statement of Changes in Equity

for the year ended 30 June 2024

Molecular Discovery Systems Limited

Balance at 30 June 2022

Neft loss for the year

Total comprehensive loss

Balance at 30 June 2023

Neft loss for the year

Total comprehensive loss

Balance at 30 June 2024

Issued Accumulated Reserves Total
Capital Losses S S
) )

2,219,482 (4,018,259) 4,270 (1.794,507)

- (94,580) - (94,580)

- (94,580) - (94,580)
2,219,482 (4,112,839) 4,270 (1,889,087)

- (102,468) - (102,468)

- (102,468) - (102,468)
2,219,482 (4,215,307) 4,270 (1,991,555)

The accompanying notes form part of, and should be read in conjunction with, these financial

statements.



Statement of Cash Flows
for the year ended 30 June 2024

Molecular Discovery Systems Limited

Cash flows from operating activities
Payments to suppliers

Net cash used in operating activities

Cash flows from financing activities
Loans from other entities

Net cash provided by financing activities

Net (decrease) in cash held
Cash at the beginning of the financial year

Cash at the end of the financial year

Note

10(b)

10(c)

10(q)

2024 2023

$ $
(20,222) (16,071)
(20,222) (16,071)
20,000 13,500
20,000 13,500
(222) (2,571)
294 2,865

72 294

The accompanying notes form part of, and should be read in conjunction with, these

financial statements.



Notes to the Financial Statements for the year ended 30 June 2024

Molecular Discovery Systems Limited

1. Summary of Material Accounting Policies

Corporate Information

The directors of Molecular Discovery Systems Limited ("MDS" or “the Company”) present their report
on the Company for the financial year ended 30 June 2024.

The financial report includes the financial statements and the notes to the financial statements of
Molecular Discovery Systems Limited. Molecular Discovery Systems Limited is an unlisted public
company, incorporated and domiciled in Australia.

The financial report was authorised for issue on 11th October 2024 by the board of directors.
Basis of Preparation

The financial report is a general purpose financial report that has been prepared in accordance
with Australian Accounting Standards and the Corporations Act 2001. Molecular Discovery Systems
Limited is a for-profit entity for the purpose of preparing the financial statements.

Australian Accounting Standards set out accounting policies that the AASB has concluded would
result in a financial report containing relevant and reliable information about fransactions, events
and conditions fo which they apply. Compliance with Australian Accounting Standards ensures
that the financial statfements and notes also comply with Infernational Financial Reporting
Standards. Material accounting policies adopted in the preparation of this financial report are
presented below. They have been consistently applied unless otherwise stated.

The financial report has been prepared on an accruals basis and is based on historical costs,
modified, where applicable, by the measurement at fair value of selected non-current assets,
financial assets and financial liabilities.

Standards and Interpretations applicable to 30 June 2024

In the year ended 30 June 2024, the Directors have reviewed all of the new and revised Standards
and Interpretations issued by the AASB that are relevant to the consolidated entity and effective
for the current reporting period beginning on or after 1 July 2023. The changes that impact the
Company are as follows:

AASB 2021-2 Amendments to Australian Accounting Standards — Disclosure of Accounting Policies
and Definition of Accounting Estimates / Aasb 2021-6 Amendments to Ausfralian Accounting
Standards — Disclosure of Accounting Policies: Tier 2 and Other Australian Accounting Standards

AASB 2021-2 amends a number of accounting standards to improve accounting policy disclosures
and clarify the distinction between changes in accounting policies and accounting estimates.

In particular, it amends AASB 101 Presentation of Financial Statements, to require entities to disclose
their material accounting policy information rather than their significant accounting policies and
provides the following factors to assist an entity in determining if the accounting policy information
is material:

a) Changes in accounting policy

b) Documentation of choice in the accounting standards

c) An accounting policy developed in the absence of an explicit accounting standard
requirement

d) Significant judgement or estimation

e) Complex transaction and accounting policy need to explain treatment.

AASB 2021-6 makes consequential amendments fo a number of Australian-specific standards.
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AASB 2023-2 Amendments to Australian Accounting Standards — International Tax Reform — Pillar
Two Model Rules /| AASB 2023-4 Amendments to Ausfralian Accounting Standards — International
Tax Reform - Pillar Two Model Rules: Tier 2 Disclosures

Amendments have been made to AASB 112 Income Taxes by infroducing a mandatory exception
from accounting for deferred taxes arising from the OECD’s Pillar Two Model Rules and adding new
disclosure requirements for both full and simplified disclosure financial statements.

Standards and Interpretations in issue not yet adopted

The Directors have also reviewed all of the new and revised Standards and Interpretations in issue
not yet adopted for the year ended 30 June 2024. As a result of this review the Directors have
determined that there is no material impact, of the new and revised Standards and Interpretations
on the Company and, therefore, no change is necessary to the Company’s accounting policies.

Compliance with IFRS

The financial statements of the Molecular Discovery Systems Limited comply with International
Financial Reporting Standards (IFRS) as issued by the International Accounting Standards Board
(IASB).

Going Concern

The Company has incurred a net loss after tax for the year ended 30 June 2024 of $102,468 (2023:
loss of $94,580), and has a working capital deficit of $979,161 (Note 9) (2023: deficit of $959,045),
including borrowings of $974,050, for which subsequent to year end letters confirming that the full
amount of these loans will not be called upon for at least 12 months from signing the financial
report or until such time the Company is financially independent have been received, and a net
asset deficiency position of $1,991,555 as at 30 June 2024 (2023: deficiency of $1,889,087).

The Company has a $500,000 convertible loan facility with BPH Energy Limited. As at 30 June 2024
$1,012,394, including capitalised interest (2023: $930,042) had been drawn down under the
agreement. On 5 May 2024 the Terminatfion Date of this loan was extended to 26 January 2026.

The directors have prepared cash flow forecasts based on current levels of normal operafing
expenditure that indicate that the Company will have sufficient cash flows for a period of at least
12 months from the date of signing the financial report.

Based on the cash flow forecasts the directors are satisfied that the going concern basis of
preparation is appropriate. The financial report has therefore been prepared on a going concern
basis, which assumes continuity of normal business activities and the realisation of assets and the
settlement of liabilities in the ordinary course of business. The Company anticipates that it would, if
required, be able to obtain further short term funding of up to $20,000 from BPH Energy Limited, and
BPH has confirmed that such funding would be made available.

Should the company not be successful in raising additional funds through the issue of new equity or
borrowings, should the need arise, there is a material uncertainty that may cast significant doubt as
to whether or not the Company will be able to continue as a going concern and therefore whether
it will realise its assets and discharge its liabilities as and when they fall due and in the normal course
of business and at the amounts stated in the financial report.

The financial statements do not include any adjustments relative to the recoverability and

classification of recorded asset amounts or, to the amounts and classification of liabilities that might
be necessary should the Company not continue as a going concern.
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Significant Accounting Policies

The following specific accounting policies, which are consistent with the previous period unless
otherwise stated, have been adopted in the preparation of this report:

(a) Income Tax

The charge for current income tax expense is based on the profit for the year adjusted for any non-
assessable or disallowed items. It is calculated using the tax rates that have been enacted or are
substantially enacted by the statement of financial position date.

Deferred tax is accounted for using the balance sheet liability method in respect of temporary
differences arising between the tax bases of assets and liabilities and their carrying amounts in the
financial statements. No deferred income tax will be recognised from the initial recognition of an
asset or liability, excluding a business combination, where there is no effect on accounting or
taxable profit or loss.

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset
is realised or liability is settled. Deferred tax is recognised in the statement of profit or loss and other
comprehensive income except where it relates to items that may be recognised directly to equity,
in which case the deferred tax is adjusted directly against equity. Deferred income tax assets are
recognised to the extent that it is probable that future tax profits will be available against which
deductible temporary differences can be utilized. The amount of benefits brought to account or
which may be redlised in the future is based on the assumption that no adverse change will occur
in income taxation legislation and the anticipation that the Company will derive sufficient future
assessable income to enable the benefit to be realised and comply with the conditions of
deductibility imposed by the law.

(b) Financial Instruments

Recognition and derecognition

Financial assets and financial liabilities are recognised when the Company becomes a party to
the contractual provisions of the financial instrument. Financial assets are derecognised when
the contractual rights to the cash flows from the financial asset expire, or when the financial
asset and substantially all the risks and rewards are transferred. A financial liability is
derecognised when it is extinguished, discharged, cancelled or expires.

Classification and initial measurement of financial assets

Except for those tfrade receivables that do not contain a significant financing component and
are measured at the transaction price in accordance with AASB 15, all financial assets are
initially measured at fair value adjusted for fransaction costs (where applicable). For the purpose
of subsequent measurement, financial assets, other than those designated and effective as
hedging instruments, are classified into the following categories:

* amortised cost

« fair value through profit or loss (FVTPL)

e equity instruments at fair value through other comprehensive income (FVOCI)

e debt instruments at fair value through other comprehensive income (FYOCI).

All income and expenses relating to financial assets that are recognised in profit or loss are
presented within finance costs, finance income or other financial items, except for impairment
of frade receivables which is presented within other expenses.

The classification is determined by both:

- the entity’s business model for managing the financial asset, and
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- the contractual cash flow characteristics of the financial asseft.
Subsequent measurement of financial assets
(i) Financial assets at amortised cost

Financial assets are measured at amortised cost if the assets meet the following conditions (and
are not designated as FVTPL):

* they are held within a business model whose objective is to hold the financial assets to collect
its confractual cash flows, and

* the confractual terms of the financial assets give rise to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

After initial recognition, these are measured at amortised cost using the effective interest
method. Discounting is omitted where the effect of discounting is immaterial. The Company’s
cash and cash equivalents, tfrade and most other receivables fall into this category of financial
instfruments.

(i) Financial assets at fair value through profit or loss (FVTPL)

Financial assets that are held within a different business model other than ‘hold to collect’ or
‘hold to collect and sell' are categorised at fair value through profit and loss. Further,
irespective of business model financial assets whose confractual cash flows are not solely
payments of principal and inferest are accounted for at FVTPL. All derivative financial
instruments fall into this category, except for those designated and effective as hedging
instruments, for which the hedge accounting requirements apply. The category also contains an
equity investment. The Company accounts for the investment at FVTPL and did not make the
imrevocable election to account for the investment in unlisted and listed equity securities at fair
value through other comprehensive income (FVOCI). The fair value was determined in line with
the requirements of AASB 9, which does not allow for measurement at cost. Assets in this
category are measured at fair value with gains or losses recognised in profit or loss. The fair
values of financial assets in this category are determined by reference to active market
transactions or using a valuation technique where no active market exists.

Impairment of financial assets

AASB ?9's impairment requirements use forward-looking information to recognise expected credit
losses — the ‘expected credit loss (ECL) model’. Instruments within the scope of the requirements
include loans and other debt-type financial assets measured at amortised cost and FVOCI,
trade receivables, confract assets recognised and measured under AASB 15 and loan
commitments and some financial guarantee conftracts (for the issuer) that are not measured at
fair value through profit or loss. The Company considers a broader range of information when
assessing credit risk and measuring expected credit losses, including past events, current
conditions, reasonable and supportable forecasts that affect the expected collectability of the
future cash flows of the instrument. In applying this forward-looking approach, a distinction is
made between:

e financial instruments that have not deteriorated significantly in credit quality since initfial
recognition or that have low credit risk (‘Level 1') and

e financial instfruments that have deteriorated significantly in credit quality since initial
recognition and whose credit risk is not low (‘Level 2').

e ‘Llevel 3' would cover financial assets that have objective evidence of impairment at the
reporting date.

‘12-month expected credit losses’ are recognised for the first category while ‘lifetime expected
credit losses’ are recognised for the second category. Measurement of the expected credit
losses is determined by a probability-weighted estimate of credit losses over the expected life of
the financial instrument.
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Trade and other receivables

The Company makes use of a simplified approach in accounting for trade and other
receivables and records the loss allowance as lifetime expected credit losses. These are the
expected shortfalls in contractual cash flows, considering the potential for default at any point
during the life of the financial instrument. In calculating, the Company uses its historical
experience, external indicators and forward-looking information to calculate the expected
credit losses using a provision matrix. The Company assesses impairment of frade receivables on
a collective basis as they possess shared credit risk characteristics they have been grouped
based on the days past due.

Classification and measurement of financial liabilities

The Company'’s financial liabilities include borrowings, frade and other payables and derivative
financial instruments. Financial liabilities are inifially measured at fair value, and, where
applicable, adjusted for tfransaction costs unless the Company designated a financial liability at
fair value through profit or loss. Subsequently, financial liabilities are measured at amortised cost
using the effective interest method except for derivatives and financial liabilities designated at
FVTPL, which are carried subsequently at fair value with gains or losses recognised in profit or loss
(other than derivative financial instruments that are designated and effective as hedging
instruments).

() Comparative Figures

When required by accounting standards, comparative figures have been adjusted to conform to
changes in presentation for the current financial year.

(d) Intangibles

Research and Development

Expenditure during the research phase of a project is recognised as an expense when incurred.
Development costs are capitalised only when technical feasibility studies identify that the project

will deliver future economic benefits and these benefits can be measured reliably.

Development costs have a finite life and are amortised on a systematic basis matched to the future
economic benefits over the useful life of the project.

Patents and Trademarks

Patents and tfrademarks are recognised at cost of acquisition. Patents and trademarks have a finite
life and are either expensed or carried af cost less any accumulated amortisation and any
impairment losses. Patents and tfrademarks, when capitalised, are amortised over 10 years.

(e) Critical accounting estimates and judgments

The directors evaluate estimates and judgments incorporated into the financial report based on
historical knowledge and best available current information. Estimates assume a reasonable
expectation of future events and are based on current frends and economic data, obtained both
externally and within the Company.
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2024 2023
$ $
2. Cash and Cash Equivalents
Cash at bank and in hand 72 294
3. Trade and Other Receivables
Current
GSTreceivable 109 21
Total frade and other receivables 109 21
4. Income Tax Expense
a) The prima facie tax on loss from operations before income tax
is reconciled to the income tax as follows:
Accounting loss before income tax (102,468) (94,580)
Prima facie tax benefit on loss from operations at 25% (2023:25%) (25,617) (23,645)
Add tax effect of:
Tax benefit of revenue losses and temporary differences not
recognised 25,617 23,645
(b) Unrecognised deferred tax assets
Unused carry forward revenue losses 1,745,537 1,557,811
Unrecognised deferred tax asset at 25% (2023: 25%) 436,384 389,453
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5. Key Management Personnel Compensation
Names and positions held of key management personnel in
office at any time during the financial year are:

D L Breeze — Executive Director
C Maling — Non-Executive Director
M Breeze — Non-Executive Director

Remuneration
Key management personnel were not paid any remuneration
by the Company (2023: $Nil).

Other Transactions
There are no other transactions with key management
personnel during the year (2023: none).

2024 2023
$ $
6. Trade and Other Payables
Current
Trade and other payables 5,292 5,380
The average credit period of frade payables is 30 days
(2023: 60 days).
7. Remuneration of Auditors
Remuneration of the auditor of the
entity for:
- auditing the financial report
HLB Mann Judd
Current year 5,000 5,000
Underprovided in prior year 100 435
5,100 5,435
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8.

2024 2023
$ $
Financial Liabilities
Current
BPH Energy Limited (q) 726,700 706,700
Grandbridge Limited (q) 247,350 247,350
974,050 954,050
Non-Current
BPH Energy Limited (b) 1,012,394 930,042
1,012,394 930,042

(a) Unsecured loans

These loans are unsecured, non-interest bearing and repayable on demand. Subsequent to
year end letters confirming that the full amount of these loans will not be called upon for at
least 12 months from signing the financial report or until such time the Company is financially
independent have been received.

(b) Secured loans

This convertible loan is secured by a charge over all of the assets and undertakings of MDS
and is interest bearing. Subject to the conditions of the agreement BPH Energy Limited has
the right to conversion to satisfy the debt on or before the Termination Date. On 6 May 2024
the Termination Date was extended to 26 January 2026. The loan will tferminate on the
earlier of the Termination Date and the date falling 6 months after the borrower has been
admitted to the Official List of ASX.

Subject to MDS being admitted to the Official List this loan is convertible at the election of
BPH Energy Limited. The issue price on conversion will be the lower of $0.20 cents and the
volume weighted average price per share in the 5 days prior to the election being made.
Interest on the loan is charged at a rate of 8.83% per annum.

The net proceeds received from the issue of the convertible notes have been split between
the financial liability element and an equity component, representing the residual
attributable to the option to convert the financial liability into equity of the Company. The
equity component of $4,270 has been credited to equity — see Note 11.

The liability component is measured at amortised cost. The interest expense for the year

$82,352 (2023: $76,991) is calculated by applying an interest rate of 8.83% per annum to the
liability. During the year the Company repaid $Nil (2023: $Nil) of this loan facility.
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2024 2023
$ $

9. Issued Capital
261,643,330 (2023: 261,643,330) fully paid ordinary shares 2219 482 2219 482

of no par value
2,219,482 2,219,482
2024 2023 2024 2023
S S Number Number

Fully Paid Ordinary Share Capital:

Balance at beginning of year 2,219,482 2,219,482 261,643,330 261,643,330
Balance at end of year 2,219,482 2,219,482 261,643,330 261,643,330

Fully paid ordinary shares carry one vote per share and carry the right to dividends.

Capital risk management

The Company’s objectives when managing capital are to safeguard their ability to continue as a
going concern, so that they may continue to provide returns for shareholders and benefits for

other stakeholders.

The focus of the Company’s capital risk management is:

o the current working capital position against the requirements of the Company fo meet

corporate overheads; and

e to ensure appropriate liquidity is maintained to meet anticipated operating requirements, with
a view to inifiating appropriate capital raisings as required or funding from director-related
entities. The working capital position of the Company at 30 June 2024 and 30 June 2023 are as

follows:

Cash and cash equivalents
Trade and other receivables
Trade and other payables
Financial liabilities

Working capital position

2024 2023

) )

72 294

109 91
(5,292) (5,380)
(974,050} (954,050)
(979,161) (959,045)

Refer to Note 1 for detailed disclosure regarding the Company’s financial position and

working capital management.
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Notes to the Financial Statements for the year ended 30 June 2024

Molecular Discovery Systems Limited

10.

11.

Cash Flow Information

2024 2023
S S
a) Reconciliation of cash
For the purposes of the statement of cash flows, cash includes
cash on hand and in banks and investments in money market
instruments, net of outstanding bank overdrafts. Cash at the end
of the financial year as shown in the statement of cash flows is
reconciled to the related items in the statement of financial
position as follows:
Cash and cash equivalents 72 294
b) Reconciliation of operating (loss) afterincome tax to net cash
flows from operating activities
Operating (loss) after income tax (102,468) (94,580)
Non-cash items:
Loan interest 82,352 76,991
Changes in working capital:
(Increase) in frade and other receivables (19) (14)
(Decrease) / Increase in tfrade and other payables (87) 1,532
Net cash outflow from operating activities (20,222) (16,071)
c) Changes in liabilities arising from financing activities -borrowings
Balance at 1 July 1,884,092 1,793,601
Net cash from financing activities 20,000 13,500
Interest expense 82,352 76,991
Balance at 30 June 1,986,444 1,884,092
Reserves
Option premium on convertible notes 4,270 4,270
4,270 4,270
Reconciliation of movement:
Opening balance 4,270 4,270
Closing balance 4,270 4,270

The option premium on convertible notes represents the equity component (conversion rights)

of the convertible notes on issue. See Note 8(b).
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Notes to the Financial Statements for the year ended 30 June 2024

Molecular Discovery Systems Limited

12. Subsequent Events

There have not been any other matters or circumstances otherwise than mentioned
elsewhere in this financial report that have arisen since the end of the financial year, that
have significantly affected, or may significantly affect, the operations of the Company, the
results of those operations, or the state of affairs of the Company in future financial years.

13. Commitments

There were no capital comments at 30 June 2024 or 30 June 2023.

14. Contingent Assets and Liabilities

There were no contingent assets or liabilities at 30 June 2024 or 30 June 2023.
15. Financial Risk Management

(a) Financial Risk Management

The Company'’s financial insfruments consist mainly of loans from director related entities.

i. Financial Risk Exposures and Management
The main risks the Company is exposed to through its financial instruments are interest rate
risk, liquidity risk and credit risk.

Interest rate risk
Interest rate risk is managed with a mixture of fixed and floating rate debt as required.

Liquidity risk
The Company manages liquidity risk by maintaining adequate reserves, by continuously
monitoring forecast and actual cash flows.

Credit risk

The maximum exposure to credit risk, excluding the value of any collateral or other security,
at balance date to recognised financial assets, is the carrying amount, net of any provisions
for impairment of those assets, as disclosed in the statement of financial position and notes
to the financial statements.

Credit risk for derivative financial instruments arises from the potential failure by counter-
parties to the confract to meet their obligations. The Company does not have any material
credit risk exposure to any single receivable or Company under financial instruments
entered into by the Company.
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Notes to the Financial Statements for the year ended 30 June 2024

Molecular Discovery Systems Limited

15. Financial Risk Management (continued)

(b) Financial Instruments

ii. Interest rate risk

The economic entity’s exposure fo interest rate risk, which is the risk that a financial
instrument’s value will fluctuate as a result of changes in market interest rates and the
effective weighted average interest rates on classes of financial assets and financial

liabilities, is as follows:

Weighted Fixed Fixed
Effective Floating Interest Interest Non-
Interest Interest Rate Rate Interest Total
Rate Rate Lessthan1 1to 5 Years Bearing
2024 T S year $ S S S

Financial Assets
Cash and cash equivalents 0.00 72 - - 72
Trade and other receivables - - 109 109
Total Financial Assets 72 - 109 181
Financial Liabilities
Trade and other payables - - - 5,292 5,292
Financial liabilities 8.83 - - 1,012,394 974,050 1,986,444
Total Financial Liabilities - - 1,012,394 979,432 1,991,736

Weighted Fixed Fixed

Effective Floating Interest Interest Non-

Interest Interest Rate Rate Interest Total
Rate Rate Lessthan1 1to 5 Years Bearing
2023 % $ year $ $ $ $

Financial Assets
Cash and cash equivalents 0.00 294 - - - 294
Trade and other receivables - - - 91 91
Total Financial Assets 294 - - 91 385
Financial Liabilities
Trade and other payables - - - 5,380 5,380
Financial liabilities 8.83 - - 930,042 954,050 1,884,092
Total Financial Liabilities - - 930,042 959,430 1,889,472
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Notes to the Financial Statements for the year ended 30 June 2024

Molecular Discovery Systems Limited

15. Financial Risk Management (continued)

ili. Fair Values

The fair values of:

= Ofher loans and amounts due are determined by discounting the cash flows, at
market interest rates of similar borrowings to their present value.

= Ofher assetfs and liabilities approximate their carrying value.

No financial assets and financial liabilities are readily fraded on organised markets in
standardised form other than listed investments.

Aggregate fair values and carrying amounts of financial assets (other than cash) and
financial liabilities af balance date:

2024 2023
Carrying Carrying Carrying  Fair Value
Amount Amount Amount $
$ $ $
Financial Liabilities
Financial liabilities 1,986,444 1,986,444 1,884,092 1,884,092
Trade and other payables 5,292 5,292 5,380 5,380

1,991,736 1,991,736 1,889,472 1,889,472

iv. Sensitivity Analysis

Interest Rate Risk

The Company has performed sensitivity analysis relating to its exposure to interest rate risk at
balance date. This sensitivity analysis demonstrates the effect on the current year results and

equity which could result from a change in these risks.

Interest Rate Sensitivity Analysis

The effect on profit and equity as a result of changes in the variable interest rate,
with all other variables remaining constant would be as follows:

2024 2023
Change in (loss)
— Increase in interest rate 1% $Nil $Nil
— Decrease in interest rate by 0.5% ($NiI) ($Nil)

Liquidity Risk Management

The Company manages liquidity risk by maintaining adequate reserves and banking facilities,
by continuously monitoring forecast and actual cash flows, and by matching the maturity

profiles of financial assets and liabilities.
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Notes to the Financial Statements for the year ended 30 June 2024

Molecular Discovery Systems Limited

15.

Financial Risk Management (continued)

v. Liquidity risk

16.

Liquidity is the risk that the Company will encounter difficulty in meeting the obligations
associated with its financial liabilities that are settled by delivering cash or another financial
asset.

The following are the confractual maturities at the end of the reporting period of financial
liabilities.

30 June 2024
Carrying 2 mths 2-12
amount $ Total$ orless$ mths $ 1-2years $
Financial liabilities
Trade and other 5,292 5,292 5,292 - -
payables
Unsecured loans 974,050 974,050 - 974,050 -
Convertible note 1,012,394 1,012,394 - - 1,012,394
1,991,736 1,991,736 5,292 974,050 1,012,394
30 June 2023
Carrying 2 mths 2-12
amount $ Total $ orless$ mths S 1-2 years $
Financial liabilities
Trade and other 5,380 5,380 5,380 - -
payables
Unsecured loans 954,050 954,050 - 954,050 -
Convertible note 930,042 930,042 - - 930,042
1,889,472 1,889,472 5,380 954,050 930,042

Related Party Transactions

(a) Related entities

The Company has entered into a convertible loan agreement with BPH Energy Limited. The
loan is for a maximum amount of $500,000 and is to be used for short term working capital
requirements. Subject fo MDS being admitted to the Official list BPH Energy Limited has a right
of conversion to satisfy the debt on or before the termination date. As af reporting date the
loan has been drawn down by an amount of $1,012,394, including capitalised interest (2023: $
930,042).

A loan payable exists between MDS and BPH Energy Limited of $726,700 (2023: $706,700). This
amount is unsecured, non-interest bearing and repayable on demand. A loan payable exists
between MDS and Grandbridge Limited of $247,350 (2023: $ 247,350). This amount is
unsecured, non-interest bearing and repayable on demand. Subsequent to year end letters
confirming that the full amount of these loans will not be called upon for at least 12 months
from signing the financial report or until such time the Company is financially independent
have been received, refer Note 8.
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Consolidated Entity Disclosure Statement

Molecular Discovery Systems Limited

As the Company is not required by Australian Accounting Standards to prepare consolidated
financial statements, it is not required to present a consolidated entity disclosure statement.
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Directors’ Declaration

Molecular Discovery Systems Limited

The directors of the Company declare that:

1. the financial statements and notes, as set out on pages 5 to 23, are in accordance with the
Corporations Act 2001 and:

(a) comply with Accounting Standards and the Corporations Regulations 2001; and

(b) give a true and fair view of the financial position as at 30 June 2024 and of the
performance for the year ended on that date of the entity;

2. the Financial Statements and Notes comply with International Financial Reporting Standards
as disclosed in Note 1;

3. the Consolidated Entity Disclosure Statement is true and correct

4, in the directors’ opinion there are reasonable grounds to believe that the Company will be
able to pay its debts as and when they become due and payable.

Signed in accordance with a resolution of the directors made pursuant to $295(5) of the
Corporations Act 2001.

This declaration is made in accordance with a resolution of the Board of Directors.

D L Breeze
Director
Dated this 11th October 2024
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INDEPENDENT AUDITOR’S REPORT
To the Members of Molecular Discovery Systems Limited

REPORT ON THE AUDIT OF THE FINANCIAL REPORT
Opinion

We have audited the financial report of Molecular Discovery Systems Limited (“the Company”) which
comprises the statement of financial position as at 30 June 2024, the statement of profit or loss and other
comprehensive income, the statement of changes in equity and the statement of cash flows for the year then
ended, notes to the financial statements, including material accounting policy information, and the directors’
declaration.

In our opinion, the accompanying financial report of the Company is in accordance with the Corporations
Act 2001, including:

(a) giving a true and fair view of the Company’s financial position as at 30 June 2024 and of its financial
performance for the year then ended; and

(b) complying with Australian Accounting Standards and the Corporations Regulations 2001.
Basis for Opinion

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Report section
of our report. We are independent of the Company in accordance with the auditor independence
requirements of the Corporations Act 2001 and the ethical requirements of the Accounting Professional and
Ethical Standards Board’s APES 110 Code of Ethics for Professional Accountants (including Independence
Standards) (“the Code”) that are relevant to our audit of the financial report in Australia. We have also fulfilled
our other ethical responsibilities in accordance with the Code.

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

Material Uncertainty Related to Going Concern

We draw attention to Note 1 in the financial report, which indicates that a material uncertainty exists that
may cast significant doubt on the Company’s ability to continue as a going concern. Our opinion is not
modified in respect of this matter.

Other Information

The directors are responsible for the other information. The other information comprises the information
included in the Company’s annual report for the year ended 30 June 2024, but does not include the financial
report and our auditor’s report thereon.

Our opinion on the financial report does not cover the other information and accordingly we do not express
any form of assurance conclusion thereon.

hib.com.au

HLB Mann Judd (WA Partnership) ABN 22 193 232 714

Level 4, 130 Stirling Street, Perth WA 6000 / PO Box 8124 Perth BC WA 6849

T: +61(0)8 9227 7500 E: mailbox@hlbwa.com.au

Liability limited by a scheme approved under Professional Standards Legislation.

HLE Mann Judd (WA Partnership) is a member of HLE International, the global advisory and accounting network.
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In connection with our audit of the financial report, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial report or our
knowledge obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the Directors for the Financial Report

The directors of the Company are responsible for the preparation of:

(a) the financial report (other than the consolidated entity disclosure statement) that gives a true and fair
view in accordance with Australian Accounting Standards and the Corporations Act 2001; and

(b) the consolidated entity disclosure statement that is true and correct in accordance with the Corporations
Act 2001, and

for such internal control as the directors determine is necessary to enable the preparation of:

(a) the financial report (other than the consolidated entity disclosure statement) that gives a true and fair
view and is free from material misstatement, whether due to fraud or error; and

(b) the consolidated entity disclosure statement that is true and correct and is free from material
misstatement, whether due to fraud or error.

In preparing the financial report, the directors are responsible for assessing the ability of the Company to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the Company or to cease
operations, or have no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the Financial Report

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with Australian Auditing Standards will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of this
financial report.

As part of an audit in accordance with the Australian Auditing Standards, we exercise professional judgement
and maintain professional scepticism throughout the audit. We also:

- Identify and assess the risks of material misstatement of the financial report, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
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- Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control.

- Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.

- Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report
to the related disclosures in the financial report or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the Company to cease to continue as a going
concern.

- Evaluate the overall presentation, structure and content of the financial report, including the
disclosures, and whether the financial report represents the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with the directors regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify
during our audit.

We also provide the directors with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, actions taken to eliminate threats
or safeguards applied.

From the matters communicated with the directors, we determine those matters that were of most
significance in the audit of the financial report of the current period and are therefore the key audit matters.
We describe these matters in our auditor’s report unless law or regulation precludes public disclosure about
the matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably be expected
to outweigh the public interest benefits of such communication.

U Mann T2l Void Hots™

HLB Mann Judd D B Healy
Chartered Accountants Partner

Perth, Western Australia
11 October 2024
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