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Directors' Report
Cortical Dynamics Limited

The directors of Cortical Dynamics Limited (“Cortical Dynamics” or the “company”) present their
report on the company for the financial year ended 30 June 2014.

Directors
The names of directors in office at any time during or since the end of the year are:
Name
David Breeze
Bruce Whan
Deborah Ambrosini
Greg Gilbert (resigned 11 December 2013)

Date Appointed
9 November 2004
8 January 2004
22 May 2008
16 February 2011

Company Secretary
Ms Deborah Ambrosini continues in her role of company secretary. She also holds the position of
chief financial officer of the company and has over 15 years’ experience in corporate accounting
roles.

Principal Activities
The principal activity of the economic entity during the financial year was the development of
the Brain Anaesthesia Response (BAR) monitor which is based on an algorithm able to measure
patient brain activity during surgery to assist in maintaining optimal drug dosage.

Operating Results
Operating loss for the company after tax for the year was $414,200 (2013: $462,173).

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.

Review of Operations
The major activities throughout the period were:
a) Cortical presented the findings of its 25 person clinical trial at the American Society of
Anesthesiologists annual meeting in San Francisco. The presentation entitled,‘The Brain
Anaesthesia Response Monitor During Cardiac Surgery: A double-blinded RCT with
Fentanyl’ was presented by Cortical’s Principal Scientist, Dr Mehrnaz Shoushtarian;
b) The patent entitled, ‘EEG analysis system’ has been granted by the United States Patent
and Trademark Office. This patent has been also been granted in Australia, China, Japan
and New Zealand;
c) The patent entitled, ‘Neurodiagnostic monitoring and display system’ has been granted
within Australia. This is the first application from the patent family to be granted; and
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d) The BAR monitor was recently acknowledged in an article published in ABC’s Health and
Wellbeing. The article sought the thoughts on key opinion leaders in anaesthesiology. The
article identified the BAR as a new and novel method to monitor anaesthesia levels in the
surgical patient.

Financial Position
The net asset deficiency of the company at 30 June 2014 was $2,079,548 (2013: ($1,665,348)
deficiency).
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
Other than referred to at note 20 of these financial accounts, there have not been any matters or
circumstance that have arisen since the end of the financial year that have significantly affected,
or may significantly affect, the operations of the economic entity, the results of those operations,
or the state of affairs of the economic entity in future financial years.
Environmental Issues
The company’s operations are not regulated by any significant environmental regulation under a
law of the Commonwealth or of a state or territory.

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 60

Shares held – 9,998,702
David Breeze 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; was
formerly manager of corporate services for Eyres Reed McIntosh and the state manager and
associate director for the stock broking firm BNZ North’s.
David has a Bachelor of Economics and a Masters of Business Administration, and is a Member of
the Australian Institute of Management, an Associate Member of the Financial Services Institute of
Australasia, and 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 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.
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David Breeze is Chairman of Grandbridge Limited, a publicly listed investment and advisory
company and an Executive Director of MEC Resources Limited and BPH Energy Limited.

Bruce Whan

Non - Executive Director – Age 65

Shares held – nil
Bruce has been actively involved in innovation for some 20 years and is director of Swinburne
Knowledge, Swinburne University’s commercialisation unit, and CEO of Swinburne Ventures
Limited (SVL). Under his management, SVL has established or become involved in 18 start-up
companies which have attracted investment of over $16 million and presently enjoy annual
operating revenues exceeding $3 million. He is also Chairman of INNOVIC (the Victorian
Innovation Centre Limited), which evaluates new products and technologies, and then plans and
implements commercialisation strategies to attract investment and of to optimise the likelihood of
market place success. Bruce is also a member of the I&RD Board Engineering and Manufacturing
Committee which administers applications for commercial ready funding.

Deborah Ambrosini
Executive Director – Age 40

Shares held – nil
Deborah is a corporate accountant with over 15 years’ experience in accounting and business
development spanning the biotechnology, mining, IT communications and financial services
sectors. She has extensive experience in financial and business planning, compliance and
taxation. Deborah is a member of the Institute of Chartered Accountants and also holds the
position of executive director and company secretary for other publicly listed entities BPH Energy
Limited, Grandbridge Limited and MEC Resources Ltd.

Greg Gilbert (resigned 11 December 2013)
Non Executive Director – Age 66

Shares held – nil
Greg is a specialist in strategy and planning and works in the health and aged care sector. He has
a Master of Science from Cranfield University in the UK and, in addition, has a Master of Health
Administration from La Trobe University, an MBA from Deakin University, a BA from the University of
Queensland, and a Dip.App Sc from the Royal Military College Duntroon.
Greg has an extensive background in merchant banking and banking, having held the position
Global Head of Strategy and Finance and Project Director Global Credit Review with the National
Australia Bank, as well as having worked in executive roles with Capel Court Investment Bank,
CIBC Australia Limited and Bentley and Chau.
Greg has also worked with the National Australia Bank as an Internal Consultant on strategic
operational reviews with Mckinsey and Company and Booz Allen and Hamilton consultants.
A former Lieutenant Colonel in the Australian Defence Force, he has extensive senior
management experience in strategic planning, financial management, change management
and project management as well as merchant banking and corporate advisory experience in
mergers and acquisitions and valuations.
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Meetings of Directors
During the financial year, one meeting of directors (including committees of directors) were held.
Attendances by each director during the year were:
Directors’ Meetings
Number eligible to
attend

Number attended

D L Breeze

1

1

B Whan

1

1

D Ambrosini

1

1

G Gilbert

1

1

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

Options
No options have been granted since year end or during the year.

Proceedings on Behalf of Company
No person has applied for leave of Court to bring proceedings on behalf of the company or
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 any part of those proceedings. The company
was not a party to any such proceedings during the year.

Non-audit Services
No fees were paid for non-audit services to the external auditors during the year ended 30 June
2014 (2013: nil).
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Auditor’s Independence Declaration
The lead auditor’s independence declaration for the year ended 30 June 2014 has been received and
can be found on page 6.
Signed in accordance with a resolution of the board of directors.

David Breeze

Director
Dated this 10 September 2014
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Note

2014
$

2013
$

Revenue

2

224,940

217,610

Other income

2

655

913

(103,823)

(105,897)

(60,482)

(87,342)

(4,408)

(4,236)

(28,458)

(28,398)

(303,459)

(333,011)

Other expenses from ordinary activities

(139,165)

(121,812)

Operating Loss Before Income Tax

(414,200)

(462,173)

-

-

(414,200)

(462,173)

Items that will never be reclassified to profit or loss

-

-

Items that are or may be reclassified to profit or loss

-

-

(414,200)

(462,173)

Administration expenses
Consulting and Legal expenses
Depreciation and amortisation expense
Occupancy expense
Research and development expenses

Income tax expense
Operating Loss from continuing operations

3

7

Other Comprehensive Income

Total Comprehensive Income

The accompanying notes form part of these financial statements.
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2014
$

Note

2013
$

Current Assets
Cash and cash equivalents

6

36,473

64,344

Trade and other receivables

8

179,252

213,062

Financial Assets

11

1,847

1,847

Other Assets

12

1,581

22,841

219,153

302,094

Total Current Assets

Non-Current Assets
Property Plant and Equipment

10

971

536

Intangibles

9

59,052

62,988

60,023

63,524

279,176

365,618

Total Non-Current Assets
Total Assets

Current Liabilities
Trade and other payables

13

79,319

136,925

Provisions

14

2,404

486

Other financial liabilities

15

2,277,001

1,226,238

2,358,724

1,363,649

-

667,317

-

667,317

2,358,724

2,030,966

(2,079,548)

(1,665,348)

Total Current Liabilities
Non-Current Liabilities

Other financial liabilities

15

Total Non-Current Liabilities

Total Liabilities

Net Assets

Equity
Issued capital

16

950,200

950,200

Reserves

17

2,981

2,981

Accumulated losses

(3,032,729)

(2,618,529)

Total Equity

(2,079,548)

(1,665,348)

The accompanying notes form part of these financial statements.
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Ordinary
Share
Capital

Accumulated
losses

Reserves

Total

$

$

$

$
950,200

(2,156,356)

15,921

(1,190,235)

Loss attributable to members of
the economic entity

-

(462,173)

-

(462,173)

Other comprehensive income

-

-

-

-

Total comprehensive income

-

(462,173)

-

(462,173)

Issue of convertible note

-

-

(12,940)

(12,940)

Balance at 30 June 2013

950,200

(2,618,529)

2,981

(1,665,348)

950,200

(2,618,529)

2,981

(1,665,348)

Loss attributable to members of
the economic entity

-

(414,200)

-

(414,200)

Other comprehensive income

-

-

-

-

Total comprehensive income

-

(414,200)

-

(414,200)

Issue of convertible note

-

-

-

-

Balance at 30 June 2014

950,200

(3,032,729)

2,981

(2,079,548)

Balance at 1 July 2012

Balance at 1 July 2013

The accompanying notes form part of these financial statements.
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Statement of Cash Flows for the year ended 30 June 2014
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Note

2014

2013
$

$

Cash Flows From Operating Activities
Receipts from customers

-

-

Payments to suppliers and employees

(496,368)

(561,528)

Research and development tax offset
received

203,810

337,037

54,940

-

655

913

(236,963)

(223,578)

Purchase of Property Plant and Equipment

(908)

-

Net cash used in investing activities

(908)

-

Receipt of loans

260,000

240,000

Repayment of loans

(50,000)

-

Net cash provided by financing activities

210,000

240,000

(27,871)

16,422

64,344

47,922

36,473

64,344

Grant monies received
Interest Received
Net cash used in operating activities

18(b)

Cash Flows From Investing Activities

Cash Flows From Financing Activities

Net decrease/(increase) in Cash Held
Cash At the Beginning Of The Financial Year
Cash At The End Of The Financial Year

18(a)

The accompanying notes form part of these financial statements.
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1.

Statement of Significant Accounting Policies

Corporate Information
Cortical Dynamic Ltd is a public unlisted company, which is incorporated and domiciled in Australia.
The financial report was authorised for issue on 9 September 2014 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. Cortical Dynamics Limited is a forprofit 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 transactions, events and
conditions to which they apply. Compliance with Australian Accounting Standards ensures that the
financial statements and notes also comply with International 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 for profit selected non-current assets, financial
assets and financial liabilities.
Compliance with IFRS
The financial statements of the Cortical Dynamics 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 before tax for the year ended 30 June 2014 of $414,200 (2013:
$462,173), and has a working capital deficit of ($2,140,595) (note 16) (including related party loans of
$2,038,454) (2013: $140,481) and a net asset deficiency position of $2,079,548 (2013: deficiency of
$1,665,348) as at 30 June 2014.
Included in the working capital positon of the company are loan payables of $2,277,001 at 30 June 2014
(30 June 2013: $1,893,555) (Note 19 (b) (i). The company has received letters confirming that $2,227,001
will not be called upon for repayment for at least 12 months from signing the financial report or until such
time the company is financially independent.
The directors have prepared cash flow forecasts 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 including the research and development rebate and receipt of funds
from BPH Energy Limited, 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.
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Accounting Policies
(a)

Financial Instruments

Recognition and Initial Measurement
Financial instruments, incorporating financial assets and financial liabilities, are recognised when the entity
becomes a party to the contractual provisions of the instrument. Trade date accounting is adopted for
financial assets that are delivered within timeframes established by marketplace convention.
Financial instruments are initially measured at fair value plus transactions costs where the instrument is not
classified as at fair value through profit or loss. Transaction costs related to instruments classified as at fair
value through profit or loss are expensed to profit or loss immediately. Financial instruments are classified
and measured as set out below.
Derecognition
Financial assets are derecognised where the contractual rights to receipt of cash flows expires or the asset
is transferred to another party whereby the entity is no longer has any significant continuing involvement in
the risks and benefits associated with the asset. Financial liabilities are derecognised where the related
obligations are either discharged, cancelled or expire. The difference between the carrying value of the
financial liability extinguished or transferred to another party and the fair value of consideration paid,
including the transfer of non-cash assets or liabilities assumed, is recognised in profit and loss.
Classification and Subsequent Measurement
Financial assets at fair value through profit and loss
A financial asset is classified in this category if acquired principally for the purpose of selling in the short
term or if so designated by management and within the requirements of AASB 139: Recognition and
Measurement of Financial Instruments. Derivatives are also categorised as held for trading unless they are
designated as hedges. Realised and unrealised gains and losses arising from changes in the fair value of
these assets are included in the statement of comprehensive income in the period in which they arise.
Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market and are stated at amortised cost using the effective interest rate method.
Financial liabilities
Non-derivative financial liabilities are recognised at amortised cost at effective interest rate method,
comprising original debt less principal payments and amortisation.
Derivative instruments
Derivative instruments are measured at fair value. Gains and losses arising from changes in fair value are
taken to the income statement unless they are designated as hedges.
Fair value
Fair value is determined based on current bid prices for all quoted investments. Valuation techniques are
applied to determine the fair value for all unlisted securities, including recent arm's length transactions,
reference to similar instruments and option pricing models.

Impairment

12

Notes to the Financial Statements for the year ended 30 June 2014
Cortical Dynamics Limited

At each reporting date, the company assesses whether there is objective evidence that a financial
instrument has been impaired. In the case of available-for sale financial instruments, a significant or
prolonged decline in the value of the instrument is considered to determine whether an impairment has
arisen. Impairment losses are recognised in the statement of comprehensive income.
(b)

Impairment of Assets
At each reporting date, the company reviews the carrying values of its tangible and intangible assets
to determine whether there is any indication that those assets have been impaired. If such an indication
exists, the recoverable amount of the asset, being the higher of the asset's fair value less costs to sell
and value in use, is compared to the asset's carrying value. Any excess of the asset's carrying value
over its recoverable amount is expensed to the statement of comprehensive income.
Impairment testing is performed annually for goodwill and intangible assets with indefinite lives.
Where it is not possible to estimate the recoverable amount of an individual asset, the company
estimates the recoverable amount of the cash-generating unit to which the asset belongs.

(c)

Cash and Cash Equivalents
Cash and cash equivalents include cash on hand, deposits held at call with banks, other short-term
highly liquid investments, and bank overdrafts. Bank overdrafts are shown within short-term borrowings
in current liabilities on the statement of financial position.

(d)

Revenue and Other Income
Interest revenue is recognised when it is probable that the economic benefits will flow to the company
and the amount of revenue can be measured reliably. Interest revenue is accrued on a time basis, by
reference to the principal outstanding and at the effective interest rate applicable.
Dividend revenue is recognised when the right to receive a dividend has been established. Dividends
received from associates and joint venture entities are accounted for in accordance with the equity
method of accounting.
All revenue is stated net of the amount of goods and services tax (GST).

(e)

Income Tax
The charge for current income tax expense is based on the profit for the year adjusted for any nonassessable or disallowed items. It is calculated using the tax rates that have been enacted or are
substantively 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 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.
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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 or unused tax losses or tax credits can
be utilised.
The amount of benefits brought to account or which may be realised in the future is based on the
assumption that no adverse change will occur in income taxation legislation and the anticipation that
the economic entity will derive sufficient future assessable income to enable the benefit to be realised
and comply with the conditions of deductibility imposed by the law.
Tax incentives
The company is entitled to claim special tax deductions in relation to qualifying expenditure. As the
company is not in a position to recognise current income tax payable or current tax expense, the
refundable tax offset is in cash and recognised as R&D rebate revenue in the period incurred.
(f)

Goods and Services Tax (GST)
Revenues, expenses and assets are recognised net of the amount of GST, except where the amount
of GST incurred is not recoverable from the Australian Tax Office. In these circumstances the GST is
recognised as part of the cost of acquisition of the asset or as part of an item of the expense.
Receivables and payables in the statement of financial position are shown inclusive of GST.
Cash flows are presented in the statement of cash flows on a gross basis, except for the GST component
of investing and financing activities, which are disclosed as operating cash flows.

(g)

(h)

Intangibles
Patents and Trademarks
Patents and trademarks are recognised at cost of acquisition. Patents and trademarks have a finite life
and are carried at cost less any accumulated amortisation and any impairment losses. Patents and
trademarks are amortised over their useful life of 20 years.
Trade and other payables
Liabilities are recognized for amounts to be paid in the future for goods or services received, whether
or not billed to the company. The amounts are unsecured and are usually paid within 30 days.

(i)

Share based payments
Share based compensation benefits are provided to employees via the company’s employee option
plan.
The fair value of options granted under the company’s employee option plan is recognized as an
employee benefit expense with a corresponding increase in equity. The fair value is measured at grant
date and recognized over the period during which the employees become unconditionally entitled to
the options.
The fair value at grant date is independently determined using an option pricing model that takes into
account the exercise price, the term of the option, the vesting and performance criteria, the impact
of dilution, the non-tradable nature of the option, the share price at grant date and expected volatility
of the underlying share, the expected dividend yield and risk free interest rate for the term of the option.
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The fair value of the options granted excludes the impact of any non-market vesting conditions (for
example, profitability and sales growth targets). Non-market vesting conditions are included in
assumptions about the number of options that are expected to vest. At each balance sheet date, the
entity revises its estimate of the number of options that are expected to vest. The employee benefit
expense recognised each period takes into account the most recent estimate. Upon the exercise of
options, the balance of the share-based payments reserve relating to those options is transferred to
share capital.
(j)

Comparative Figures

When required by Accounting Standards, comparative figures have been adjusted to conform to changes
in presentation for the current financial year.
(k)

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 trends and economic data, obtained both externally and within the
company.
Key estimates — Impairment
The company assesses impairment at each reporting date by evaluating conditions specific to the
company that may lead to impairment of assets. Where an impairment trigger exists, the recoverable
amount of the asset is determined. Value-in-use calculations performed in assessing recoverable amounts
incorporate a number of key estimates.
(l)

Employee Benefits

Provision is made for the company's liability for employee benefits arising from services rendered by
employees to statement of financial position. Employee benefits that are expected to be settled within
one year have been measured at the amounts expected to be paid when the liability is settled, plus
related on-costs. Employee benefits payable later than one year have been measured at the present
value of the estimated future cash outflows to be made for those benefits.
(m)

Earnings per share

Basic earnings per share (EPS) is calculated as net profit/loss attributable to members, adjusted to exclude
costs of servicing equity (other than dividends) and preference share dividends, divided by the weighted
average number of ordinary shares, adjusted for any bonus element.
Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to take
into account the after income tax effect of interest and other financing costs associated with dilutive
potential ordinary shares, and the weighted average number of additional ordinary shares that would
have been outstanding assuming the conversion of all dilutive potential ordinary shares.
(n)

Property, plant and equipment

Each class of property, plant and equipment is carried at cost less, where applicable, any accumulated
depreciation and impairment losses.
Plant and equipment
Plant and equipment are measured on the cost basis.
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The carrying amount of plant and equipment is reviewed annually by directors to ensure it is not in excess
of the recoverable amount from these assets. The recoverable amount is assessed on the basis of the
expected net cash flows that will be received from the asset’s employment and subsequent disposal. The
expected net cash flows have been discounted to their present values in determining recoverable
amounts.
Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to
the company and the cost of the item can be measured reliably. All other repairs and maintenance are
charged to the statement of profit or loss and other comprehensive income during the financial period in
which they are incurred.
Depreciation
The depreciable amount of all fixed assets including building and capitalised lease assets, but excluding
freehold land, is depreciated on a straight-line basis over their useful lives to the company commencing
from the time the asset is held ready for use. Leasehold improvements are depreciated over the shorter of
either the unexpired period of the lease or the estimated useful lives of the improvements.
Class of Fixed Asset

Depreciation Rate

Plant and equipment

33.33%

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance
sheet date. An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated recoverable amount.
Gains and losses on disposals are determined by comparing proceeds with the carrying amount. These
gains and losses are included in the statement of comprehensive income. When revalued assets are sold,
amounts included in the revaluation reserve relating to that asset are transferred to retained earnings.
(o)

Trade and Other Receivables

Trade receivables and other receivables are carried at amortised cost less an allowance for any
uncollectible amounts. An estimate for doubtful debts is made when the collection of the full amount of
the debt is no longer probable. Bad debts are written off when identified.
(p)

Application of New and Revised Accounting Standards

Standards and adopted in the current year
There are no new and revised Standards adopted in these financial statements affecting the reporting results
or financial position.
(i) AASB 13 Fair Value Measurement (2011)
AASB 13 Fair Value Measurement aims to improve consistency and reduce complexity by providing a precise
definition of fair value and a single source of fair value measurement and disclosure requirements for use
across Australian Accounting Standards. The standard does not extend the use of fair value accounting but
provides guidance on how it should be applied where its use is already required or permitted by other
Australian Accounting Standards.
Previously the fair value of financial liabilities (including derivatives) was measured on the basis that the
financial liability would be settled or extinguished with the counterparty. The adoption of AASB 13 has clarified
that fair value is an exit price notion, and as such, the fair value of financial liabilities should be determined
based on a transfer value to a third party market participant. The adoption of these standards has not had a
significant impact.
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(ii) AASB 2011-4 ‘Amendments to Australian Accounting Standards to Remove Individual Key Management
Personnel Disclosure Requirements’
This standard removes the individual key management personnel disclosure requirements in AASB 124 ‘Related
Party Disclosures’ As a result the Group only discloses the key management personnel compensation in total
and for each of the categories required in AASB 124.
Standards in issue not yet adopted
A number of new standards, amendments to standards and interpretations are effective for future annual
periods, and have not been applied in preparing these consolidated financial statements. Those which may
be relevant to the Company are set out below. The Company does not plan to adopt these standards early.
(i) AASB 9 Financial Instruments (2010), AASB 9 Financial Instruments (2009)
AASB 9 (2009) introduces new requirements for the classification and measurement of financial assets. Under
AASB 9 (2009), financial assets are classified and measured based on the business model in which they are
held and the characteristics of their contractual cash flows. AASB 9 (2010) introduces additions relating to
financial liabilities. The IASB currently has an active project that may result in limited amendments to the
classification and measurement requirements of AASB 9 and add new requirements to address the impairment
of financial assets and hedge accounting. AASB 9 (2010 and 2009) are effective for annual periods beginning
on or after 1 January 2017 with early adoption permitted.
(ii) AASB 1031 Materiality (2013)
The revised AASB 1031 is an interim standard that cross-references to other Standards and the Framework for
the Preparation and Presentation of Financial Statements (issued December 2013) that contain guidance on
materiality. The AASB is progressively removing references to AASB 1031 in all Standards and Interpretations,
and once all these references have been removed, AASB 1031 will be withdrawn. The revised AASB 1031 is
effective from 1 January 2014 and early adoption is not permitted.
AASB 1031 (2013) is effective for annual periods beginning on or after 1 January 2014 and not available for
early adoption.
(iii) AASB 2013-9 Amendments to Australian Accounting Standards – Conceptual Framework, Materiality and
Financial Instruments
The AASB approved amending Standard AASB 2013-9 Amendments to Australian Accounting Standards –
Conceptual Framework, Materiality and Financial Instruments on 20 December 2013. AASB 2013-9 incorporates
the IASB’s Standard IFRS 9 Financial Instruments (Hedge Accounting and amendments to IFRS 9, IFRS 7 and IAS
39).
Part A of AASB 2013-9 makes consequential amendments arising from the issuance of AASB CF 2013-1
Amendments to the Australian Conceptual Framework. Part B mainly makes amendments to particular
Australian Accounting Standards to delete references to AASB 1031.
Part C makes amendments to a number of Australian Accounting Standards, including incorporating Chapter
6 Hedge Accounting into AASB 9 Financial Instruments. The main amendments regarding financial instruments
are as follows:
to add Hedge Accounting and make consequential amendments to AASB 9 and numerous other
Standards;
- to permit requirements relating to the ‘own credit risk’ of financial liabilities measured at fair value to
be applied without applying any other requirements of AASB 9 at the same time; and
- to amend the mandatory application date of AASB 9 so that AASB 9 is required to be applied for annual
reporting periods beginning on or after 1 January 2017 instead of 1 January 2015.
AASB 2013-9 is effective for annual periods beginning on or after 1 January 2014.
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2014
$

2.

2013
$

Revenue
Operating activities
R&D rebate
Other income
Interest Revenue

170,000

217,610

54,940

-

655

913

225,595

218,523

3. Expenses Included in the Loss for the Year
Research and Development Expenses:
Salary
Superannuation expense
Consultant expense
Other expenses

4.

110,454

110,454

10,217

9,941

150,241

198,144

32,547

14,472

303,459

333,011

Auditors’ Remuneration
Remuneration of the auditor of the
company for:
Nexia Perth Audit Services

8,360

8,000

8,360

8,000

5. Key Management Personnel Compensation
(a) Names and positions held of company key management personnel in office at any time during the
financial year are:
Key Management Personnel
D L Breeze – Managing Director and Executive Chairman
Bruce Whan – Non-Executive Director
D Ambrosini- Executive Director and Company Secretary
Greg Gilbert - Non-Executive Director (resigned 11 December 2013)
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Remuneration of Key Management Personnel
During the year no fees were paid to the directors of Cortical Dynamics (2013: Nil).
Shareholdings - Cortical Dynamics Ltd
Number of Shares Held by Key Management Personnel

2014
Key
Management
Person

Options
Exercised

Net Change

Balance

1.7.2013

Received as
Compensation

Other

30.6.2014

9,998,702

-

-

-

9,998,702

Bruce Whan

-

-

-

-

-

D Ambrosini

-

-

-

-

-

Greg Gilbert

-

-

-

-

-

Balance

Received as
Compensation

Options
Exercised

Net Change

Balance

1.7.2012

Other

30.6.2013

9,998,702

-

-

-

9,998,702

Bruce Whan

-

-

-

-

-

D Ambrosini

-

-

-

-

-

Greg Gilbert

-

-

-

-

-

D L Breeze

Balance

2013
Key
Management
Person
D L Breeze

2014
$

2013
$

36,473

64,344

6. Cash and cash equivalents
Cash at bank and in hand

The average effective interest rate on short-term bank deposits was 1.42%: (2013: 4.10%)
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2014
$

7.

2013
$

Income Tax Expense
The components of tax expense comprise:
Current tax

-

-

Deferred tax

-

-

(124,260)

(138,652)

Non-deductible expenses

-

-

Adjustment for prior years

34,226

158,516

(90,034)

19,864

-

-

a) The prima facie tax on profit from ordinary
activities before income tax is reconciled to
the income tax as follows:
Prima facie tax payable on profit from
ordinary activities before income tax at 30%
(2013: 30%)

Revenue losses not recognised
Income tax

%
Weighted average rate of tax

%
-

-

426,722

336,688

10,412

16,384

51,000

59,400

386,134

293,672

The following deferred tax balances at 30%
(2013: 30%) have not been recognised
Deferred Tax Assets:
Carry forward revenue losses
Temporary differences
(b) Deferred Tax Liabilities
Research and Development accrual

Net deferred tax liabilities:
The above Deferred Tax Liabilities have been
offset against the carry forward revenue
losses.
(c) The tax benefits of the unrecognised tax losses will only be obtained if:

(i) the company derives future assessable income in a nature and of an amount sufficient to
enable the benefits to be utilised;
(ii) the company continues to comply with the conditions for deductibility imposed by law; and
(iii) no changes in income tax legislation adversely affect the company in utilising the benefits.

20

Notes to the Financial Statements for the year ended 30 June 2014
Cortical Dynamics Limited

8.

2014
$

2013
$

170,000

198,000

GST receivable

3,415

9,438

Other receivables

5,837

5,624

179,252

213,062

59,052

62,988

Opening balance

62,988

66,924

Less Amortisation

(3,936)

(3,936)

Closing balance

59,052

62,988

Trade and other receivables
CURRENT
Research and
receivable

development

Total trade and other receivables

9.

rebate

Intangibles
Contacts Database
Patent Costs
Reconciliation

Patent costs include all costs associated with the filing and maintenance of the patents for the company’s technologies.

10. Plant and Equipment
Plant and Equipment

16,144

15,236

(15,173)

(14,700)

971

536

At Cost
Plant and Equipment
Accumulated Depreciation
Total Plant and Equipment
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(a) Movements in Carrying Amounts
Movements in the carrying amounts for each class of
property, plant and equipment between the beginning
and the end of the current financial year.
2014

2013

$

$

Balance at the
beginning of the year

536

836

Additions

907

-

Disposals

-

-

(472)

(300)

971

536

Depreciation expense
Carrying amount at the
end of the year

11.

Financial Assets
Current
Unsecured Loans to other entities: (a)
MEC Resources Ltd

1,359

1,359

BPH Energy Limited

418

418

Diagnostic Array Systems Pty Ltd

70

70

1,847

1,847

(a) These loans are unsecured, noninterest bearing and repayable on
demand.

12. Other Current Assets
Prepayments

1,581

22,841

Total Other Current Assets

1,581

22,841
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2014

2013

$

$

Trade payables

55,302

91,355

Sundry payables and accrued expenses

24,017

45,570

13. Trade and other payables
Unsecured:

79,319

136,925

The average credit period on payables is 45 days. The company has financial risk management policies in place to
ensure that all payables are paid within the pre-agreed credit terms.

14.

Provisions
Provision – Employee entitlements

2,404

486

Balance at 30 June

2,404

486

Provision for Employee Entitlements
A provision has been recognised for employee entitlements relating to annual leave. The measurement
and recognition criteria relating to employee benefits has been included in Note 1 to this report.

15. Other financial liabilities
Current
Unsecured loans : (a)
Loan payable to BPH Energy Limited

485,070

-

Loan payable to Grandbridge Limited

237,827

-

Secured loans : (c)
Loan payable to BPH Energy Limited

1,554,104

1,226,238

2,277,001

1,226,238

Loan payable to BPH Energy Limited

-

485,070

Loan payable to Grandbridge Limited

-

182,247

-

667,317

Non – Current
Unsecured loans :
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(a)

These loans to other entities are non-interest bearing and repayable on demand. The Company
has received letters from the relevant entities confirming that they will defer payment for all except
$50,000 of the secured and unsecured loans outstanding for at least 12 months from signing the
financial report or until such time the company is financially independent.

(b)

These loans are secured by a charge over all of the assets and undertakings of Cortical Dynamics
Ltd and interest bearing. Subject to the conditions of the agreement BPH Energy Limited (“BPH
Energy”) has the right to conversion to satisfy the debt on or before the termination date. The funds
of both facilities have been used for short term working capital requirements and funding further
development of the BAR monitor.

(c)

On the 19th November 2010 (execution date), a convertible loan agreement with BPH Energy was
entered into. The facility was for a maximum amount of $500,000. The loan agreement is convertible
at the election of BPH Energy. The issue price on conversion will be $0.10 cents per share. The
$500,000 facility was extended on 18 November 2013, the same conversion terms were retained.
The facility will terminate on the earlier of 48 months from the execution date and any date on
which the facility is terminated in accordance with the agreement.
Interest is charged annually at a rate of 8.16% 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, as follows:
Proceeds of issue - $495,000 (2013: $495,000)
Liability component– $492,019
Equity component - $2,981
The equity component of $2,981 has been credited to equity – see Note 17.
The liability component is subsequently measured at amortised cost. The interest expense for the
year of $42,969 is calculated by applying an effective interest rate of 8.83% to the liability component
for the year. During the year $50,000 of interest was repaid by Cortical Dynamics with regards to this
loan. As at reporting date the closing balance of the loan including interest accrued to 30 June 2014
was $507,295 (2013: $521,688).

(d)

On 28th February 2012 (execution date) Cortical Dynamics entered into a second convertible loan
agreement with BPH Energy. The facility is for a maximum amount of $1,000,000 and has an annual
interest rate of 9.40%. The loan agreement is convertible at the election of BPH Energy. The issue
price on conversion will be the lower of $0.10 cents per share and the most recent share placement
price achieved by the company in the 6 months prior to conversion. The $1,000,000 facility was
extended on 22 August 2013, the same conversion terms were retained. The facility will terminate
on the earlier of 36 months from the execution date and any date on which the facility is terminated
in accordance with the agreement.
Interest is charged annually at a rate of 9.40% 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, as follows:
Proceeds of issue - $1,000,000 (2013: 650,000)
Liability component at date of issue – $1,000,000
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The liability component is subsequently measured at amortised cost. The interest expense for the year
of $82,261 is calculated by applying an effective interest rate of 9.40% to the liability component for
year. As at the reporting date the closing balance of the loan including interest accrued to 30 June
2014 was $1,046,809 (2013:$704,550).
The Company has received letters from the relevant entities confirming that they will defer payment
for all except $50,000 of the secured and unsecured loans outstanding for at least 12 months from
signing the financial report or until such time the company is financially independent.

16.

2014
$

2013
$

950,200

950,200

Issued Capital
103,176,221 (2013: 103,176,221) fully paid
ordinary shares of no par value

Fully Paid Ordinary Share Capital
Fully paid ordinary shares carry one vote per share and carry the right to dividends.
(a) 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:
 the current working capital position against the requirements of the company to meet
corporate overheads; and
 to ensure appropriate liquidity is maintained to meet anticipated operating requirements, with
a view to initiating appropriate capital raisings as required.
The working capital position of the company at 30 June 2014 and 30 June 2013 are as follows:
2014

2013
$

$
Cash and cash equivalents

36,473

64,344

Trade and other receivables

179,252

213,062

Trade and other payables

(2,356,320)

(136,925)

Working capital position

(2,140,595)

140,481

Refer to note 1 for further details of the Group’s financial position and plans to manage the working capital
deficit at 30 June 2014.

17.

Reserves
Option premium on convertible notes

2,981

2,981

Reconciliation of movement
Opening balance
Recognition of
convertible notes
Closing balance

option

premium

on

2,981

15,921

-

(12,940)

2,981

2,981
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The option premium on convertible notes represents the equity component (conversion rights) of the
convertible notes issued during the year. See Note 15.

18.

Cash Flow Information
a) Reconciliation of Cash
2014

2013
$

$
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

36,473

64,344

b) Reconciliation of Cash Flow from
Operations with Profit after income tax
Operating loss after income tax

(414,200)

(462,173)

472

300

Intercompany recharges

117,817

91,392

Administration recharge

55,630

59,100

3,936

3,936

Decrease in trade receivables

33,810

67,887

Decrease in other assets

21,260

4,266

(57,606)

10,730

1,918

984

(236,963)

(223,578)

Non-cash flows in profit:
Depreciation

Amortisation
Changes in working capital:

(Decrease)/ Increase in trade payables
and accruals
Increase in provisions
Net cash flow from operating activities

19.

Financial Instruments

a)

Financial Risk Management
The company’s financial instruments consist mainly of deposits with banks, accounts receivable and
payable, and loans from related parties. The main purpose of non-derivative financial instruments
is to raise finance for company operations.
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i. Financial Risks
The main risks that 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.
Liquidity risk
The company manages liquidity risk by monitoring forecast 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 contract to meet their obligations.
b)

Financial Instruments
i. Interest rate risk
The economic entity’s exposure to 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:

2014

Effective
Average
Interest Rate
Receivable/
Payable
%

Floating
Interest
Rate
$

Fixed Interest
Rate 1 5Years
$

NonInterest
Bearing
$

Total
$

Financial Assets
Cash and cash equivalents
Trade and other receivables
Financial assets - current

1.42%

36,473

-

-

36,473

-

-

179,252

179,252

-

-

1,847

1,847

-

181,099

217,572

-

-

79,319

79,319

-

1,554,104

722,897

2,277,001

-

1,554,104

802,216

2,356,320

36,473

Financial Liabilities
Trade and sundry Payables
Other financial liabilities

8.60%
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2013

Effective
Average
Interest Rate
Receivable/
Payable
%

Floating
Interest
Rate
$

Fixed Interest
Rate 1 5Years
$

NonInterest
Bearing
$

Total
$

Financial Assets
Cash and cash equivalents

4.10%

64,344

-

-

64,344

Trade and other receivables

-

-

213,062

213,062

Financial assets - current

-

-

1,847

1,847

-

214,909

279,253

-

-

136,925

136,925

-

1,226,238

667,317

1,893,555

-

1,226,238

804,242

2,030,480

64,344

Financial Liabilities
Trade and sundry Payables
Other financial liabilities

8.60%

ii. Fair Values
The fair values of:
 Term receivables are determined by discounting the cash flows, at the market interest rates of
similar securities, to their present value.
 Other loans and amounts due are determined by discounting the cash flows, at market interest
rates of similar borrowings to their present value.
 Other assets and liabilities approximate their carrying value.
No financial assets and financial liabilities are readily traded on organised markets in standardised
form other than listed investments.
Aggregate fair values and carrying amounts of financial assets and financial liabilities at balance
date:
2014

2013

Carrying
Amount

Fair Value

Carrying
Amount

Fair Value

181,099

181,099

214,909

214,909

181,099

181,099

214,909

214,909

2,277,001

2,277,001

1,893,555

1,893,555

79,319

79,319

136,925

136,925

2,356,320

2,356,320

2,030,480

2,030,480

Financial Assets
Loans and receivables

Financial Liabilities
Other loans and amounts due
Other liabilities
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iii. 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 interest rate, with all
other variables remaining constant would be as follows:
Company
2014

2013

— Increase in interest rate
by 1%

364

365

— Decrease in interest rate
by 0.5%

(182)

(183)

Change in profit

iv. Liquidity risk
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 contractual maturities at the end of the reporting period of financial liabilities.
30 June 2014
Contractual cash flows

Financial liabilities
Trade and other
payables
Unsecured loan*
Convertible note*

Carrying amount

Total

2 mths or less

2-12 mths

1-2 years

79,319

(79,319)

(79,319)

-

-

722,897

(722,897)

-

-

(722,897)

1,554,104

(1,554,104)

-

(50,000)

(1,504,104)

2,356,320

(2,356,320)

(79,319)

(50,000)

(2,227,001)

2-12 mths

1-2 years

30 June 2013
Contractual cash flows

Carrying amount

Total

2 mths or less

Financial liabilities

29

Notes to the Financial Statements for the year ended 30 June 2014
Cortical Dynamics Limited

Trade and other
payables
Unsecured loan

136,925

(136,925)

(136,925)

-

-

667,317

(667,317)

-

-

(667,317)

Convertible note

1,226,238

(1,226,238)

-

(1,226,238)

-

2,030,480

(2,030,480)

(136,925)

(1,226,238)

(667,317)

*Unsecured Loans & Convertible Notes: The Company has received letters from the relevant entities
confirming that they will defer payment for all except $50,000 of the loans outstanding for at least 12
months from signing the financial report or until such time the company is financially independent.

20. Events after the Reporting Date
There have not been any matters or circumstances 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.

21. Related Party Transactions
(a)

Key Management Personnel Remuneration
Details of key management personnel remuneration and retirement benefits are disclosed in note 5 to
the financial statements.

(b)

Directors’ Equity Holdings

Parent
2014
$

2013
$

9,998,702

9,998,702

Ordinary Shares
Held as at the date of this report by directors and their
director-related entities in:
Cortical Dynamics Limited
(c)

Related entities
A secured convertible loan exists with BPH Energy. The loan is for a maximum amount of $500,000 and is
to be used for short term working capital requirements. Subject to Cortical Dynamics being admitted to
the Official list BPH Energy has a right of conversion to satisfy the debt on or before the termination date.
As at reporting date the closing balance of the loan including interest accrued to 30 June 2014 was
$507,295 (2013: $521,688).
On 28th February 2012, Cortical Dynamics entered into a secured convertible loan agreement with BPH
Energy. The loan is for a maximum amount of $1,000,000 and is to be used for short term working capital
requirements and funding further development of the BAR monitor. BPH Energy has a right of conversion
to satisfy the debt on or before the termination date if Cortical Dynamics application for admission to
the Official List is unsuccessful. As at reporting date the closing balance of the loan including interest
accrued to 30 June 2014 was $1,046,089 (2013: $704,550).
A loan payable exists between Cortical Dynamics and BPH Energy $485,070 (2013: $485,070). This amount
is unsecured, non-interest bearing and repayable on demand.
The Company has received letters from the relevant entities confirming that they will defer payment for
all except $50,000 of the loans outstanding for at least 12 months from signing the financial report or until
such time the company is financially independent.
See note 15 for further details regarding the above loans and borrowings.
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22.

Commitments
A secured convertible loan exists with BPH Energy. The loan is for a maximum amount of $500,000 and is
to be used for short term working capital requirements. Subject to Cortical Dynamics being admitted to
the Official list BPH Energy has a right of conversion to satisfy the debt on or before the termination date.
As at reporting date the closing balance of the loan including interest accrued to 30 June 2014 was
$507,295 (2013: $521,688).
On 28th February 2012 Cortical Dynamics entered into a secured convertible loan agreement with BPH
Energy. The loan is for a maximum amount of $1,000,000 and is to be used for short term working capital
requirements and funding further development of the BAR monitor. BPH Energy has a right of conversion
to satisfy the debt on or before the termination date if Cortical Dynamics application for admission to the
Official List is unsuccessful. As at reporting date the closing balance of the loan including interest
accrued to 30 June 2014 was $1,046,089 (2013: $704,550).
See note 15 for further details regarding the above loans and borrowings.
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The directors of the company declare that:
1.

the financial statements and notes, as set out on pages 7 to 31, 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 2014 and of the performance
for the year ended on that date of the company;

2.

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

3.

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 S295(5) of the Corporations
Act 2001.

Director

………………………………………………
David Breeze
Executive Director
Dated this 10 September 2014
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