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13 Seeds Ltd

(Formerly known as 13 Seeds Pty Ltd)
Directors' report

30 June 2020

The directors present their report, together with the financial statements, on the company for the year ended 30 June 2020.

Directors
The following persons were directors of the company during the whole of the financial year and up to the date of this report,
unless otherwise stated:

Mr Gernot Abl (Non-executive Chairman)

Mr Corey Montry (Non-executive Director) (appointed 8 October 2019)

Mr Ran Vaingold (Executive Director) (resigned 25 October 2019 and re-appointed 1 July 2020)

Mr Justin Mouchacca (Non-executive Director) (appointed 11 November 2019 and resigned 1 July 2020)
Mr Terry Memory (Executive Director) (resigned 12 September 2019)

Ms Gemma Lynch-Memory (Executive Director) (resigned 12 September 2019)

Mr Brett Charlton (Executive Director) (appointed 25 October 2019 and resigned 11 November 2019)

Principal activities

During the financial year the principal continuing activities of the company consisted of:
e development of Australian hemp food, beauty and nutraceutical products; and

e  preparation for listing on the Australian Stock Exchange.

Dividends
There were no dividends paid, recommended or declared during the current or previous financial year.

Review of operations
The loss for the company after providing for income tax amounted to $1,318,486 (30 June 2019: $446,261).

During the financial year the Company progressed the development of new food products whilst also increasing its spend on
marketing and promotional activities to $378,556 (2019: $142,394).

Financial Position

During the financial year, the Company raised $600,000 through the issue of 6,000 Convertible Notes. The Notes had a
maturity date of 1 September 2020 and subsequent to the end of the financial year, the Company agreed to extend the
maturity date of the Notes to 1 September 2021. The Notes are convertible to fully paid ordinary shares at the Company’s
election upon a successful Initial Public Offering with a 20% discount to the issue price.

The net assets decreased during the financial year from $819,222 at 30 June 2019 to a deficiency of $283,887.

The Company also progressed with its proposed initial public offering on the Australian Stock Exchange (ASX) with all costs
associated with its initial public offering being recognised as an other current asset.

Coronavirus (COVID-19) Pandemic

The company has maintained its COVID-19 working arrangements during the financial year with company staff working both
remotely and from the company premises. During the financial year, the Company closed down its manufacturing facility and
moved to a third party logistics supply chain.

Overall financial impact on business

The impact of the Coronavirus (COVID-19) pandemic up to 30 June 2020 has limited the Company in its ability to market its

products through on-site demonstrations both in Australia and overseas. With people working from home, the ability to travel
and meet potential customers has been limited to video conferencing.
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Business continuity

The Company has individuals who are able to progress the marketing of the Company's products through video conferencing
facilities. In line with government advice, staff who can work from home are encouraged to do so.

Well-being of employees

We remain committed to keeping our employees and families safe and ensuring ongoing health and well-being during this
trying time. We have implemented a COVID-19 safe plan at our premises and provided additional supplies of face masks,
antibacterial wipes and hand sanitiser in our workplace. Given the Company’s head office is located in Melbourne, all staff
are working from home were possible.

Funding structure

The board continues to regularly review the Company's funding requirements during this pandemic as circumstances change
daily and actively investigate government funding and other programs to support the Company.

Significant changes in the state of affairs
On 8 July 2019 the company issued 1,025,000 fully paid ordinary shares at an issue price of $0.0001 (0.01 cents) per share.

On 24 September 2019 the Company issued 6,000 unlisted Convertible Notes (Notes) with an issue price of $100 per Note.
The Notes commenced accruing interest from 1 January 2020 in the event that they were not redeemed on the maturity date
or converted to equity by the Company upon listing on the Australian Stock Exchange (ASX). The Notes are convertible at
an issue price which is 80% of the issue price of fully paid ordinary shares through a Prospectus to raise funds for an initial
public offering and subsequent listing on ASX. In the event that a listing on ASX is not completed, the Company can elect to
repay the Notes in cash or convert the principal amount, plus any accrued interest, into fully paid ordinary shares with an
issue price which is equivalent to a 20% discount on the last capital raising price conducted by the Company prior to
conversion.

The maturity date of the Notes was 1 September 2020 and subsequent to the end of the financial year, the Company agreed
to vary the maturity date with Note holders to 1 September 2021.

On 10 October 2019, the Company changed its status from a private company to a public company.

On 26 May 2020 the company issued 2,275,000 fully paid ordinary shares at an issue price of $0.10 (10 cents) per share.
All the fully paid ordinary shares being issued to a placement proceeds.

As a result of the Company’s relocation to Melbourne, the Company has written down the carrying value of its Right of Use
Asset (ROU) amounting to $41,689 and write off of fixed assets no longer in use amounting to $87,365, which has increased
the loss during the year by the same amount. The lease liability remains in the statement of financial position until such time
as the premises can be sub-leased.

There were no other significant changes in the state of affairs of the company during the financial year.

Matters subsequent to the end of the financial year

Subsequent to the end of the financial year, the Company agreed to vary the maturity date of 5,980 Convertible Notes on
issue from 1 September 2020 to 1 September 2021.

On 4 August 2020, the Company issued 95,000 fully paid ordinary shares settling outstanding liabilities amounting to $9,500.

On 9 September 2020, the Company issued 26,674 fully paid ordinary shares following the conversion of 20 Convertible
Notes and accrued interest.

On 15 September 2020, the Company issued 10,000,000 fully paid ordinary shares with an issue price of $0.05 (5 cents) per
share, raising $500,000 as part of a capital raising.
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The impact of the Coronavirus (COVID-19) pandemic is ongoing and constantly reviewed by the Company up to 30 June
2020, it is not practicable to estimate the potential impact, positive or negative, after the reporting date. The situation is rapidly
developing and is dependent on measures imposed by the Australian Government, such as maintaining social distancing
requirements, quarantine, travel restrictions and any economic stimulus that may be provided.

Other than the items disclosed above, no other matters or circumstances have arisen since 30 June 2020 that has
significantly affected, or may significantly affect the company's operations, the results of those operations, or the company's
state of affairs in future financial years.

Likely developments and expected results of operations
The future developments of the Company include the continued research and development of new hemp food products whilst
also increasing advertising of the Company's products in a growing industry.

The Company is also progressing with a proposed listing on the Australian Stock Exchange, which is proposed to be

completed during the next financial year.

Environmental regulation
The Company is subject to environment regulation under Australian and State law with respect to its Hemp food
manufacturing licence.

Information on directors

Name: Mr Gernot Abl
Title: Non-executive Chairman
Experience and expertise: Mr Abl holds a Bachelor of Laws and Commerce (First Class Honours) from the

University of Western Australia. Mr Abl started his career within corporate advisory as
an advisor and management consultant at Deloitte. Between 2005 and 2015, Mr Abl
founded his own consulting business drawing on his directorship and management
consultant experience to provide corporate consulting services to a range of
businesses — specifically start-ups.

Mr Abl is currently the Managing Director of Esports Mogul Asia Pacific Ltd (ASX: ESH)
and was previously a non-executive director of Transaction Solutions International
Limited (ASX: TSN).

Name: Mr Corey Montry
Title: Non-executive Director (appointed 8 October 2019)
Experience and expertise: Mr Montry is a former General Motors (GM) Executive with over 15 years of commercial

finance and accounting senior leadership experience working in U.S. multinational
organisations as a U.S./Australia dual citizen. He has experience in Australia including
as the Regional Controller of Asia Pacific for Leidos (a $10B NYSE Defence & IT
business), was previously Chief Financial Officer & Chief Compliance Officer of
IRexchange Limited and as a Director of Financial Services at Melbourne Health.

Previously, Mr Montry was a successful Group Financial Controller for Metcash Trading
(a $14B ASX 100 FMCG business), leading the accounting/finance transformations
including implementing many innovative best practice initiatives, including improving
FP&A processes and regular board reporting.

Mr Montry relocated with his young family to Australia in 2010 as Corporate Controller
and Chief Accounting Officer of GM Holden (a $4B subsidiary of $150B NYSE GM -
the world's largest automotive company) before leading Holden's commercial finance
organisation as Director of Revenue and Future Product Programs.
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Name:
Title:

Experience and expertise:

Name:
Title:

Experience and expertise:

Name:
Title:

Experience and expertise:

Name:
Title:

Experience and expertise:

Mr Ran Vaingold

Executive Director (resigned 25 October 2019 and re-appointed 1 July 2020)

Mr Ran Vaingold holds a Master of Business Administration from Melbourne Business
School (Melbourne University) and a Bachelor of Business (Professional Accountancy)
from RMIT University. He is an experienced corporate strategy professional having
previously founded the Melbourne office of a $400m asset manager, advising fast
growth companies on mergers, acquisitions, capital raisings and strategy. Prior to that,
Mr Vaingold was an Executive at a mid-market M&A firm where he focused on
transactions in the food and agriculture space, advising clients like Bega Cheese and
Select Harvests.

Mr Terry Memory

Co-founder and Executive Director (resigned 12 September 2019)

Mr Terry Memory has held executive roles as a National Sales Manager, Business
Development Manager and the General Manager of Sales and Marketing for the
Australian Audio Company. Mr Memory has also founded several businesses including
advertising and production agencies in Sydney, NSW and business development
consultancies in Melbourne, VIC. Mr Memory has a strong background in IT and was
one of the first Sound Engineers to commercialise Digital Audio/Video recording on the
IBM platform in Australia in the early 1990s. In 2016, Mr Memory co-founded 13 Seeds
with his wife Ms Gemma Lynch-Memory. His focus has been on the development of
the wholesale and online sales strategies, as well as building the core 13 Seeds brand
identity. Mr Memory has worked closely with hemp agronomists, growers and
processors, to produce and source some of the best hemp in the world.

Ms Gemma Lynch-Memory

Co-founder and Executive Director (resigned 12 September 2019)

Ms Gemma Lynch-Memory holds a Bachelor of Arts from Southern Cross University
and a Master of Art Administration from the University of New South Wales. Ms Lynch-
Memory's artistic experience includes being a Corporate Client Manager and Executive
Manager for various art galleries across Australia and personally has over 25 solo
exhibitions with total sales of over $2 million. In 2003, Ms Lynch-Memory founded
Artmasters Visual Art Schools in Melbourne, VIC. Ms Lynch-Memory grew the school
rapidly over a 3-year period to multiple locations and saw it quickly become Melbourne's
largest private art school. In 2006, Ms Lynch-Memory left the business after a
successful management buy-out. In 2011, Ms Lynch-Memory founded the Tasmanian
Tea Company, which focused on delivering unique organic therapeutic blends and
premium quality teas from Tasmania and around the world. Ms Lynch-Memory oversaw
new business development, product development, company positioning, branding and
contract negotiations. In 2016, Ms Lynch-Memory co-founded 13 Seeds with her
husband Mr Terry Memory. Her role in 13 Seeds has been the Product and Business
Development Manager and Creative Director, with a focus on creating products that
offer consumers genuine health benefits, ease of use and unique positioning.

Mr Justin Mouchacca

Non-Executive Director (appointed 11 November 2019 and resigned 1 July 2020)
Company Secretary (appointed 1 August 2019)

Mr Mouchacca is a qualified Chartered Accountant with over 13 years’ experience in
public company responsibilities including statutory, corporate governance and financial
reporting requirements. He graduated from RMIT University in 2008 with a Bachelor
of Business majoring in Accounting. Mr Mouchacca completed the Chartered
Accountants Program in 2011 and has been appointed Company Secretary and
Financial Officer for a number of entities listed on the ASX and unlisted public
companies. He specialises in the preparation of listing companies on stock exchanges,
Corporations Act legislation, corporate governance policies, statutory report writing
requirements, shareholder meeting requirements and assistance in the preparation of
prospectuses, information memorandums and other disclosure documents.
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Name: Mr Brett Charlton
Title: Executive Director (appointed 25 October 2019 and resigned 11 November 2019)
Experience and expertise: Mr Charlton is an experienced senior executive in the FMCG and healthcare space. He

previously held senior roles at Sanofi Consumer Healthcare (GM ANZ Division),
Fonterra (Managing Director Tip Top Ice Cream, GM Marketing & Innovation), PepsiCo
(Head of Marketing Foods and Beverages -Thailand) and Diageo (Vice President
Marketing).

Mr Charlton has a strong track record in driving business growth, building operational
efficiency and supporting the development of high performing teams. Mr Charlton also
has deep expertise building positive and sustainable customer relationships across a
number of different sectors. Most recently, he built a $50 million e-commerce business
into China and South-East Asia, partnering with Australian Pharmacies and distributors
to present the Ostelin and Cenovis brands to Asian consumers online.

Company secretary
Mr Justin Mouchacca (appointed 1 August 2019)

Meetings of directors
The number of meetings of the company's Board of Directors (‘the Board') held during the year ended 30 June 2020, and
the number of meetings attended by each director were:

Full Board
Attended Held
Mr Gernot Abl 2 2
Mr Ran Vaingold 1 1
Mr Corey Montry 1 1
Mr Brett Charlton - -
Mr Terry Memory - -
Ms Gemma Lynch-Memory - -
Mr Justin Mouchacca 1 1

Held: represents the number of meetings held during the time the director held office.

Shares under option
There were no unissued ordinary shares of the company under option outstanding at the date of this report.

Shares issued on the exercise of options
There were no ordinary shares of the company issued on the exercise of options during the year ended 30 June 2020 and
up to the date of this report.

Indemnity and insurance of auditor
The company has not, during or since the end of the financial year, indemnified or agreed to indemnify the auditor of the
company or any related entity against a liability incurred by the auditor.

During the financial year, the company has not paid a premium in respect of a contract to insure the auditor of the company
or any related entity.

Proceedings on behalf of the company

No person has applied to the Court under section 237 of the Corporations Act 2001 for leave to bring proceedings on behalf
of the company, or to intervene in any proceedings to which the company is a party for the purpose of taking responsibility
on behalf of the company for all or part of those proceedings.
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Auditor's independence declaration

A copy of the auditor's independence declaration as required under section 307C of the Corporations Act 2001 is set out
immediately after this directors' report.

Auditor
JTP Assurance continues in office in accordance with section 327 of the Corporations Act 2001.

This report is made in accordance with a resolution of directors, pursuant to section 298(2)(a) of the Corporations Act 2001.

On behalf of the directors

i /f —
—

Gernot Abl
Non-executive Chairman

28 September 2020



| 10th Floor, 446 Collins Street T: +61 3 9602 1494
I Melbourne, VIC 3000 F: +61 3 9602 3606
J P JTP ASSURANCE P.0. Box 627, Collins Street West E: enquiries@jtpassurance. com.au
5 VIC 3007 www . jipassurance.com.au

13 SEEDS LIMITED
ABN: 28 614 347 269

AUDITOR’S INDEPENDENCE DECLARATION
UNDER SECTION 307C OF THE CORPORATIONS ACT 2001
TO THE DIRECTORS OF 13 SEEDS LIMITED

As lead auditor for the audit of 13 Seeds Limited, | declare that, to the best of my knowledge and belief, during the year ended
30 June 2020 there have been:

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

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

Q(’W Aess waronce \B w

QLTP ASSURANCE WAYNE TARRANT
Chartered Accountants Partner

Signed at Melbourne this 28" day of September 2020

ABN: 13 488 640 554. Liability limited by a scheme approved under Professional Standards Legislation
9




13 Seeds Ltd
(Formerly known as 13 Seeds Pty Ltd)

Statement of profit or loss and other comprehensive income

For the year ended 30 June 2020

Revenue
Other income

Expenses

Loss on disposal of fixed assets
Impairment of Right of Use Asset
Travel Costs

Freight and postage

Employee benefits expense
Marketing and promotional expenses
Depreciation and amortisation expense
Finance Costs

Office Costs

Professional and consulting fees
Other expenses

Raw materials and consumables used
Change in inventories

Plant processing costs

Occupancy expenses

Loss before income tax expense

Income tax expense

Loss after income tax expense for the year attributable to the owners of 13

Seeds Ltd

Other comprehensive income for the year, net of tax

Total comprehensive income for the year attributable to the owners of 13

Seeds Ltd

2020 2019
$ $
398,673 165,342
53,383 68,304
(67,789) -
(41,689) -
(28,230) (20,658)
(104,296) (24,569)
(333,671) (170,672)
(378,556) (142,394)
(80,006) (19,444)
(44,648) (3,289)
(37,458) (21,012)
(431,480) (75,306)
- (2,916)
(371,593) (165,889)
161,119 17,984
- (14,834)
(12,245) (36,908)
(1,318,486)  (446,261)
(1,318,486)  (446,261)
(1,318,486)  (446,261)

The above statement of profit or loss and other comprehensive income should be read in conjunction with the

accompanying notes
10



13 Seeds Ltd

(Formerly known as 13 Seeds Pty Ltd)
Statement of financial position

As at 30 June 2020

Assets

Current assets

Cash and cash equivalents
Trade and other receivables
Inventories

Other

Total current assets

Non-current assets
Property, plant and equipment
Total non-current assets

Total assets

Liabilities

Current liabilities

Trade and other payables
Borrowings

Lease liabilities
Employee benefits

Total current liabilities

Non-current liabilities
Employee benefits

Lease Liabilities

Total non-current liabilities
Total liabilities

Net assets/(liabilities)
Equity

Issued capital

Accumulated losses

Total equity/(deficiency)

The above statement of financial position should be read in conjunction with the accompanying notes

11

Note

[
S oo~

11

13
14
15
16

17
18

2(c)

19

2(c)

2020 2019
$ $

143,271 165,945
56,941 574,480
235,309 74,190
233,901 74,547
669,422 889,162
35,112 147,511
35,112 147,511
704,534 1,036,673
306,349 195,442
630,000 -
32,887 -
6,520 18,742
975,756 214,184
1,155 3,267
11,510 -
12,665 3,267
988,421 217,451
(283,887) 819,222
1,695,189 1,479,174
(1,979,076)  (659,952)
(283,887) 819,222
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(Formerly known as 13 Seeds Pty Ltd)
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For the year ended 30 June 2020

Balance at 1 July 2018

Loss after income tax expense for the year
Other comprehensive income for the year, net of tax

Total comprehensive income for the year

Transactions with owners in their capacity as owners:

Issue of shares
Capital raising costs
Cancellation of shares

Balance at 30 June 2019

Balance at 1 July 2019
Adjustment for change in accounting policy
Balance at 1 July 2019 - restated

Loss after income tax expense for the year
Other comprehensive income for the year, net of tax

Total comprehensive income for the year

Transactions with owners in their capacity as owners:

Issue of shares
Capital raising costs

Balance at 30 June 2020

Issued Accumulated
capital losses Total equity
$ $ $

100 (213,691)  (213,591)

(446,261)  (446,261)

(446,261)  (446,261)

1,526,273 - 1,526,273
(47,149) - (47,149)
(50) - (50)

1,479,174 (659,952) 819,222

Issued Accumulated Total
deficiency in
capital losses equity
$ $ $

1,479,174 (659,952) 819,222

- (638) (638)

1,479,174 (660,590) 818,584

- (1,318,486) (1,318,486)

- (1,318,486) (1,318,486)

227,665 - 227,665
(11,650) - (11,650)

1,695,189  (1,979,076)  (283,887)

The above statement of changes in equity should be read in conjunction with the accompanying notes
12



13 Seeds Ltd

(Formerly known as 13 Seeds Pty Ltd)
Statement of cash flows

For the year ended 30 June 2020

Cash flows from operating activities

Receipts from customers (inclusive of GST)

Payments to suppliers and employees (inclusive of GST)
Receipt of R&D tax incentive grant

Interest received

Net cash used in operating activities

Cash flows from investing activities
Payments for property, plant and equipment
Payments for security deposits

Net cash used in investing activities

Cash flows from financing activities
Proceeds from issue of shares
Proceeds from borrowings
Repayment of lease liabilities

Share issue transaction costs
Repayment of borrowings

Net cash from financing activities
Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the financial year

Cash and cash equivalents at the end of the financial year

The above statement of cash flows should be read in conjunction with the accompanying notes
13

Note

26

11

14

19
14

2020 2019
$ $
388,355 194,857
(1,743,703)  (595,853)
- 40,497
522 -
(1,354,826)  (360,499)
(4,119)  (101,426)
- (8,750)
(4,119)  (110,176)
779,188 950,000
600,000 -
(31,267) -
(11,650) (47,149)
- (350,000)
1,336,271 552,851
(22,674) 82,176
165,945 83,769
143,271 165,945




13 Seeds Ltd

(Formerly known as 13 Seeds Pty Ltd)
Notes to the financial statements

30 June 2020

Note 1. General information

The financial statements cover 13 Seeds Ltd as an individual entity. The financial statements are presented in Australian
dollars, which is 13 Seeds Ltd's functional and presentation currency.

13 Seeds Ltd is an unlisted public company limited by shares, incorporated and domiciled in Australia. Its registered office
and principal place of business are:

C/O - JM Corporate Services
Level 21

459 Collins Street
Melbourne, Victoria 3000

A description of the nature of the company's operations and its principal activities are included in the directors' report, which
is not part of the financial statements.

The financial statements were authorised for issue, in accordance with a resolution of directors, on 28 September 2020. The
directors have the power to amend and reissue the financial statements.

Note 2. Significant accounting policies

The principal accounting policies adopted in the preparation of the financial statements are set out below. These policies
have been consistently applied to all the years presented, unless otherwise stated.

(a) New or amended Accounting Standards and Interpretations adopted
The company has adopted all of the new or amended Accounting Standards and Interpretations issued by the Australian
Accounting Standards Board ('AASB') that are mandatory for the current reporting period.

Any new or amended Accounting Standards or Interpretations that are not yet mandatory have not been early adopted.

The adoption of these Accounting Standards and Interpretations did not have any significant impact on the financial
performance or position of the company, other than noted below.

The following Accounting Standards and Interpretations are most relevant to the company:

AASB 16 Leases

The company has adopted AASB 16 from 1 January 2019. The standard replaces AASB 117 'Leases' and for lessees
eliminates the classifications of operating leases and finance leases. Except for short-term leases and leases of low-value
assets, right-of-use assets and corresponding lease liabilities are recognised in the statement of financial position. Straight-
line operating lease expense recognition is replaced with a depreciation charge for the right-of-use assets (included in
operating costs) and an interest expense on the recognised lease liabilities (included in finance costs). In the earlier periods
of the lease, the expenses associated with the lease under AASB 16 will be higher when compared to lease expenses under
AASB 117. However, EBITDA (Earnings Before Interest, Tax, Depreciation and Amortisation) results improve as the
operating expense is now replaced by interest expense and depreciation in profit or loss. For classification within the
statement of cash flows, the interest portion is disclosed in operating activities and the principal portion of the lease payments
are separately disclosed in financing activities. For lessor accounting, the standard does not substantially change how a
lessor accounts for leases.

14
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Note 2. Significant accounting policies (continued)

The impact of the adoption of this standard as at 1 July 2019 was as follows:

$
Assets
Right of use assets (AASB 16) 72,956
Liabilities
Lease Liabilities - current (AASB 16) 31,320
Lease Liabilities - non-current (AASB 16) 41,636
72,956

The following is a reconciliation of total operating lease commitments at 30 June 2019 (as disclosed in the financial
statements to 30 June 2020) to the lease liabilities recognised at 1 July 2019:

$
Total operating lease commitments disclosed at 30 June 2019 84,583
Operating lease liabilities before discounting 84,583
Discounted using incremental borrowing rate (11,627)
Total lease liabilities recognised under IFRS 16 at 1 July 2019 72,956

AASB Interpretation 23 Uncertainty over Income Tax Treatments

Interpretation 23 requires the assessment of whether the effect of uncertainty over income tax treatments should be included
in the determination of taxable profit (tax loss), tax bases, unused tax losses, unused tax credits and tax rates. The
Interpretation outlines the requirements to determine whether an entity considers uncertain tax treatments separately, the
assumptions an entity makes about the examination of tax treatments by taxation authorities, how an entity determines
taxable profit (tax loss), tax bases, unused tax losses, unused tax credits and tax rates and how an entity considers changes
in facts and circumstances.

The Company has adopted Interpretation 23 from 1 January 2019, based on an assessment of whether it is ‘probable’ that
a taxation authority will accept an uncertain tax treatment. This assessment takes into account that for certain jurisdictions
in which the Company operates, a local tax authority may seek to open a company’s books as far back as inception of the
Company. Where it is probable, the Company has determined tax balances consistently with the tax treatment used or
planned to be used in its income tax filings. Where the Company has determined that it is not probable that the taxation
authority will accept an uncertain tax treatment, the most likely amount or the expected value has been used in determining
taxable balances (depending on which method is expected to better predict the resolution of the uncertainty). There has been
no impact from the adoption of Interpretation 23 in this reporting period.

(b) Basis of preparation

These general purpose financial statements have been prepared in accordance with Australian Accounting Standards and
Interpretations issued by the Australian Accounting Standards Board (‘AASB') and the Corporations Act 2001, as appropriate
for for-profit oriented entities. These financial statements also comply with International Financial Reporting Standards as
issued by the International Accounting Standards Board ('IASB).

Historical cost convention

The financial statements have been prepared under the historical cost convention, except for, where applicable, the
revaluation of financial assets and liabilities at fair value through profit or loss, financial assets at fair value through other
comprehensive income, investment properties, certain classes of property, plant and equipment and derivative financial
instruments.

15
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Note 2. Significant accounting policies (continued)

Critical accounting estimates

The preparation of the financial statements requires the use of certain critical accounting estimates. It also requires
management to exercise its judgement in the process of applying the company's accounting policies. The areas involving a
higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the financial
statements, are disclosed in note 3.

(c) Going concern
During the financial year ended 30 June 2020 the Company incurred an operating loss of $1,318,486 (2019: $446,261) and
a negative cash outflow from operating activities of $1,354,826 (2019: $360,499).

The financial statements have been prepared on a going concern basis, which contemplates the continuity of normal
business activity and the realisation of assets and the settlement of liabilities in the normal course of business. The ability of
the Company to continue as a going concern is dependent on securing additional funding through new or existing investors
to fund its operational and marketing activities. These conditions indicate a material uncertainty that may cast a significant
doubt about the entity’s ability to continue as a going concern and, therefore, that it may be unable to realise its assets and
discharge its liabilities in the normal course of business.

The Directors believe that the Company will continue as a going concern. As a result, the financial statements has been
prepared on a going concern basis. However should the future fundraising under the Prospectus be unsuccessful, the entity
may not be able to continue as a going concern. No adjustments have been made relating to the recoverability and
classification of assets and classification of liabilities that might be necessary should the Company not continue as a going
concern.

(d) Revenue recognition
The company recognises revenue as follows:

Sale of goods
Revenue from the sale of goods is recognised at the point in time when the customer obtains control of the goods, which is
generally at the time of delivery.

Research and development tax incentive grants
Research and Development tax incentive grants are recognised when they are probable of recovery and the amounts can
be reliably measured, which presently is in the year when the claim is received.

Interest

Interest revenue is recognised as interest accrues using the effective interest method. This is a method of calculating the
amortised cost of a financial asset and allocating the interest income over the relevant period using the effective interest rate,
which is the rate that exactly discounts estimated future cash receipts through the expected life of the financial asset to the
net carrying amount of the financial asset.

Other revenue
Other revenue is recognised when it is received or when the right to receive payment is established.

(e) Income tax

The income tax expense or benefit for the period is the tax payable on that period's taxable income based on the applicable
income tax rate for each jurisdiction, adjusted by the changes in deferred tax assets and liabilities attributable to temporary
differences, unused tax losses and the adjustment recognised for prior periods, where applicable.

Deferred tax assets and liabilities are recognised for temporary differences at the tax rates expected to be applied when the

assets are recovered or liabilities are settled, based on those tax rates that are enacted or substantively enacted, 