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CHAIRMAN’S LETTER

Dear Shareholder,
It is with great pleasure on behalf of the Board of eSense-Lab Ltd, to present our 2017 Annual Report.

eSense-Lab Ltd (eSense) has the honour of being the first Israeli Incorporated Company to list on the Australian Stock Exchange
(ASX), on 14 February 2017, following a successful IPO capital raising.

eSense is a life sciences company specialising in the commercialisation of the phytochemical profiling of plants. Our technology
combines genetics, mRNA, protein expression and phytochemical profiles to generate a comprehensive model of rare or high value
plants. We can then use this model to ‘reverse engineer’ a terpene profile, which is a naturally occurring formulation of different
individual terpenes which together account for many of the plant’s health and medical benefits, whilst also exactly replicating the
flavour, fragrance and other desired characteristics of the targeted plant, at a more sustainable and cheaper cost.

In our short time as a listed entity, eSense has achieved a number of significant technological milestones, including significant
technology advancements for its yield and detection capabilities, which are now capable of achieving greater than 30% higher
terpene counts over previous extraction methodologies; as well as the advancement in detection methods now achieving 10-100
multiples higher resolution in detection and quantification of terpenes over its previous capabilities.

These technological advancements now translate to a significant net reduction in the underlying production costs of our terpene
profiles, in which we have 10 commercial ready medical cannabis terpene profiles, including 5 of the world’s most popular medical
cannabis strains.

eSense is now accelerating the commercialisation of our technology and current products. Our unique and diverse methods allow
us to create a broad spectrum plant profiles of varying grades and concentrations, and tailored to the specific requirements of the
client customer requirements, as well as our desired end product, which can range from lower cost ‘fragrance’ and ‘flavour’ grades
for the broader ‘additives’ market, through to higher cost and quality ‘pharmaceutical’ grades for medical markets.

As outlined in our IPO Prospectus, eSense is in the process of fulfilling our first commercial order for Allor Vaporizers, a US
electronic vaporizer company, for the supply of e-liquids comprising our reconstructed cannabis terpene profiles. We aim to
expand on such relationships and global territories, as well as firm up further expressions of interest received to date in our unique
products.

Since listing, eSense has sufficient funding to further refine our technology, expand on our underlying commercial ready profiles,
and aggressively and cost effectively bring our products to the global market place.

We have a very experienced Management and Scientific team, headed by Haim Cohen, our Chief Executive Officer, and by Dr Yaron
Penn, our Chief Technology Officer. Together, they lead our scientific team and highly experienced executive group, who are all
driven by the same desire to bring the many years of specialist research and development behind our innovative, unique and
disruptive plant profiles to commercialisation.

On behalf of our Board, | would like to thank you, our shareholders, for your support during the IPO process, and to our
management and scientific personnel for bringing eSense to the exciting position we find the Company in today, and | look forward
to a dynamic and successful year ahead for us all.

Dr Brendan de Kauwe
Non-executive Chairman
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DIRECTORS REPORT

Your Directors present their report, together with the financial statements of eSense-Lab Limited (formerly Interplabs Limited) for
the period of incorporation dated from 13 April 2016 to 31 December 2016.

Board of Directors

The names and the particulars of the Directors of the Company during or since the end of the financial year are:

Name Status Appointed Resigned

Dr Brendan de Kauwe Chairman Appointed 1 October 2016 -

Mr Haim Cohen CEO and Executive Director Appointed 1 October 2016 -

Mr Eran Gilboa Non-Executive Director Appointed 19 September 2016 -

Mr llan Saad Non-Executive Director Appointed 1 October 2016 -

Ms Galit Assaf Non-Executive Director Appointed 5 December 2016 -

Mr Quentin Megson Non-Executive Director Appointed 5 December 2016 -

Mr Benjamin Karasik Non-Executive Director Appointed 13 April 2016 Resigned 19 September 2016

Company Secretary

Mr Steven Wood was appointed as the Company Secretary on 5 October 2016.

Principal Activity

The principal continuing activity of the Company during the year was technology and research development, specialising in the
commercialisation of the phytochemical profiling of plants.

Dividends Paid or Recommended

There were no dividends paid or recommended during the financial year ended 31 December 2016 (2015: Nil).

Review of Operations

eSense-Lab Ltd had a loss of ($3,656 thousand) for the period from 13 April 2016 (inception date) to 31 December 2016 and a net
liability position of (51,066 thousands) for the period ended 31 December 2016.

Significant Changes in the State of Affairs
The following significant changes in the state of affairs occurred during the financial period:

e On 13 April 2016, the Company was incorporated in Israel and under Israeli Companies Law. At the inception date, the
Company had 5,338,334 fully paid ordinary shares on issue.

e On 14 October 2016, the Company signed a Convertible Loan Agreement which allowed the Company to borrow up to
AUDS$1,000,000 (USD$733,000 at an exchange rate of AUDS1: USDS0.7325) interest free. At 31 December 2016, the Company
had borrowed $970,000 under this agreement. The Agreement stated that the loan will convert to eSense-Lab CDIs at $A0.10
per CDI post successful IPO.

e In November 2016, the board of directors approved a share incentive plan to issue 1,110,689 options to directors and
employees. During the period ended 31 December 2016, 472,000 options were exercised at an exercise price of 0.01 New
Israel Shekel (NIS) (A$0.0035 at an exchange rate of 1NIS)

e On 24 November 2016, the board of directors approved the share split (1:4.913827) which resulted in the number of shares
increasing from 5,810,334 to 34,361,310.

e  On 1 December 2016, the Company was successfully registered with ASIC as a Foreign Company.

e  On5 December 2016, the Shareholders approved the issue of 36,000,000 Performance Rights and 5,000,000 Advisor Options.

No other significant changes in the nature of the Company’s activities have occurred during the period.
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Information on Directors

Dr Brendan de Kauwe Chairman and Non-Executive Director

Qualifications

Experience

Interest in Shares and
Options at the date of
this report

Directorships held in
other listed entities
(last 3 years)

Mr Haim Cohen
Qualifications

Experience

Interest in Shares and
Options at the date of
this report

Directorships held in
other listed entities
(last 3 years)

Bachelor of Science in Pharmacology and Physiology, Bachelor of Dental Surgery, Post Graduate
Diploma in Applied Finance

Dr de Kauwe is a Director of Otsana Capital, a corporate advisory firm, with vast experience in
corporate restructuring and recapitalisations, mergers and acquisitions, IPO/RTO and capital markets.
Dr de Kauwe’s corporate experience, coupled with his extensive technology, science and bio-medical
background gives him an integral understanding in the evaluation and execution of projects and
assets over a diverse range of sectors.

Dr de Kauwe has held numerous roles within ASX-listed companies, particularly in the Life Sciences
and Technology sectors.

1,453,157 CDIs

500,000 Class A Performance Rights

500,000 Class B Performance Rights

991,407 Class C Performance Rights

991,407 Class D Performance Rights

Actinogen Limited (ACW) from 23 September 2013 to 18 December 2014

Xped Limited (XPE) from 22 May 2015 to 23 March 2016

Prescient Therapeutics Limited (PTX) from 30 August 2013 to 28 November 2014
Race Oncology Limited (RAC) from 1 July 2016 to Current

Ookami Limited (OOK) from 5 June 2015 to Current

Chief Executive Officer and Executive Director
Bachelors in Social Science

Mr Cohen has extensive managerial experience across numerous sectors including real estate,
transport communications, human resources and information systems in both private and
government enterprises. He has a successful track record in business development and marketing,
and has been a manager of project budgets of up to USS$4 billion. Mr Cohen represented the Israeli
Government as chairman of the youth exchange authority in Israel

1,123,627 CDIs

500,000 Class A Performance Rights

500,000 Class B Performance Rights

766,586 Class C Performance Rights

766,586 Class D Performance Rights

Nil
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Information on Directors

Mr Eran Gilboa
Qualifications

Experience

Interest in Shares and
Options at the date of
this report

Directorships held in
other listed entities
(last 3 years)

Mr llan Saad
Qualifications

Experience

Interest in Shares and
Options at the date of
this report

Directorships held in
other listed entities
(last 3 years)

Non-executive Director
Bachelors in Economics and Management, specialising in finance and is a CPA

Mr Gilboa has vast experience as the Chief Financial Officer for global companies in the fields of hi-
tech, real estate, finance and media. As a result of serving as the Chief Financial Officer, Mr Gilboa
gained a wide background in capital offerings, working with venture capital firms and various boards
of directors. Mr Gilboa also played a crucial role in various mergers and acquisitions of international
companies, where he led the intricate financial and tax processes. Mr Gilboa was responsible for
private and public companies in his role as Senior Accountant at Ernst & Young.

2,847,188 CDIs

500,000 Class A Performance Rights

500,000 Class B Performance Rights

1,942,471 Class C Performance Rights

1,942,471 Class D Performance Rights

Nil

Non-Executive Director
Bachelor of Economics and Management

Mr Saad has unique experience and knowledge in distribution companies across a variety of
industries including IT, semiconductors and automation. Mr Saad is the Chief Executive Officer of
Data Tech Advanced Solutions Ltd., an Israel-based leading IT distributor, responsible for the
company’s impressive sales growth, improved margins and new sales channels positioning the
company as an industry leader in the Israeli market.

153,760 CDIs

500,000 Class A Performance Rights

500,000 Class B Performance Rights

104,901 Class C Performance Rights

104,901 Class D Performance Rights

Trading Sector at Rapac Communication & Infrastructure Limited, Chairman (Listed on the TASE)
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Information on Directors

Ms Galit Assaf
Qualifications

Experience

Interest in Shares and
Options at the date of
this report

Directorships held in
other listed entities
(last 3 years)

Mr Quentin Megson
Qualifications

Experience

Interest in Shares and
Options at the date of
this report

Directorships held in
other listed entities
(last 3 years)

Non-Executive Director
M.A. in Public Policy, M.A. and B.A. in each of Economics and Business Administration

Ms Assaf has extensive experience in managerial and directorship roles within Israeli companies and
government. Ms Assaf is currently the Director of global bank transfers with Payoneer, an online
payment services company. Ms Assaf is also currently a director and member of the audit and finance
committee of Zur Shamir Holdings Ltd., an Israel-based company engaged in finance, insurance and
real estate. Ms Assaf has also held the position of chief financial officer (as well as acting chief
executive officer and deputy chief executive officer) and chair of the finance committee of the NTA —
Metropolitan Mass Transit System, a government owned organisation with the responsibility of
designing, building and financing the Israeli mass transit systems for the Tel Aviv area. Ms Assaf has
also held the position of chair of the finance committee for the Port of Hadera, and has been on the
board of the Jerusalum Development Authority, and a member of the audit committee for KANAT —
Insurance Fund for Natural Risks in Agriculture.

Nil CDIs

500,000 Class A Performance Rights
500,000 Class B Performance Rights
Nil

Non-Executive Director
Bachelor of Commerce and Chartered Accountant

Mr Megson has 25 years’ experience in the finance and management sector in Australia. His initial
role was as a tax advisor for a major accounting firm before moving to a medium tier accounting firm
as a partner. Since 2005, Mr Megson has held various roles with ASX-listed company TFS Corporation
Ltd (ASX:TFC), which is involved in the establishment of sandalwood plantations and the processing of
the wood to the end product. Mr Megson’s role with TFS have included chief financial officer,
company secretary and general manager of communications and human relations. Mr Megson is
currently the general manager of operations and corporate services of TFS.

Nil CDIs

500,000 Class A Performance Rights
500,000 Class B Performance Rights
Nil

Information on Company Secretary

Mr Steve Wood

Qualification

Company Secretary
Bachelor of Commerce and Chartered Accountant

Mr Wood is a Chartered Accountant and an employee of Grange Consulting Group Pty Ltd, which
provides a unique range of corporate & financial services to listed and unlisted companies. Mr Wood
has extensive experience private and seed capital raisings as well as successful ASX listings, whilst also
providing company secretarial and financial management services to both ASX and unlisted public
and private companies.
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Meeting of Directors
The number of formal meetings of Directors held during the period and the number of meetings attended by each director was as
follows:
DIRECTORS’ MEETINGS
Number eligible to attend Number Attended

Brendan de Kauwe - -
Haim Cohen - -
llan Saad - -
Eran Gilboa - -
Galit Assaf - -

Quentin Megson - -

State of Incorporation
The Company is incorporated in Israel under the Israeli Companies Law. As a foreign company registered in Australia, the Company
is subject to different reporting regime than Australian companies.

Options
At the date of this report, the unissued ordinary shares under option are as follows:

Grant Date Expiry Date Exercise Price Number under option
24 November 2016 7 February 2020 NISS0.01 638,689
5 December 2016 7 February 2020 $0.25 5,000,000
Total 5,638,689

No option holder has any right under the options to participate in any other share issue of the Company or of any other entity.
During the period from 13 April 2016 to 31 December 2016, 472,000 options were exercised. (2015: Nil).

Performance Rights
At the date of this report the number of performance rights on issue was as follows:

Grant Date Performance Right Expiry Date Number of rights issued
5 December 2016 Class A 19 January 2022 3,000,000
5 December 2016 Class B 19 January 2022 3,000,000
5 December 2016 Class C 19 January 2022 15,000,000
5 December 2016 Class D 19 January 2022 15,000,000
Total 36,000,000

On achievement of Class C Performance Rights Milestones, 10,111,311 Class E Performance Rights will be issued.

On achievement of Class D Performance Rights Milestones, 10,111,311 Class F Performance Rights will be issued.
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Class Milestone

Class A Performance Rights If the volume weighted average market price of Shares calculated over the 20 consecutive
trading days on which trades of Shares were recorded on ASX is A$0.40 or higher.

Class B Performance Rights If the volume weighted average market price of Shares calculated over the 20 consecutive
trading days on which trades of Shares were recorded on ASX is A$0.60 or higher.

Class C Performance Rights If the Company signs binding distribution contracts for its reconstructed Terpene Profiles
with a cumulative value of AS1 million within 12 months from the date of Admission.

Class D Performance Rights If the Company generates cumulative revenue from the application of the Company’s
intellectual property and technology relating to the analysis and reconstruction of Terpene
Profiles of AS3 million within 24 months from the date of Admission.

The Performance Rights will vest and become capable of exercise into ordinary shares in the Company upon the satisfaction of
vesting conditions as disclosed above.

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.

Indemnifying Officers

The Company indemnifies each of its Directors, officers and company secretary. The Company indemnifies each director or officer
to the maximum extent permitted by the Corporations Act 2001 from liability to third parties, except where the liability arises out
of conduct involving lack of good faith, and in defending legal and administrative proceedings and applications for such
proceedings.

The Company must use its best endeavours to insure a director or officer against any liability, which does not arise out of conduct
constituting a wilful breach of duty or a contravention of the Corporations Act 2001. The Company must also use its best
endeavours to insure a Director or officer against liability for costs and expenses incurred in defending proceedings whether civil or
criminal.

Insurance premiums

During the year the Company paid insurance premiums to insure directors and officers against certain liabilities arising out of their
conduct while acting as an officer of the Group. Under the terms and conditions of the insurance contract, the nature of the
liabilities insured against and the premium paid cannot be disclosed.

Environmental Regulations

In the normal course of business, there are no environmental regulations or requirements that the Company is subject to.

Future Developments, Prospects and Business Strategies

The Company’s principal continuing activity is a technology development company. The Company’s future developments,
prospects and business strategies are to continue to operate as a technology development company and expand its portfolio in
technology solutions.

Indemnification of auditors

To the extent permitted by law, the Company has agreed to indemnify its auditors, BDO Ziv Haft, as part of the terms of its audit
engagement agreement against claims by third parties arising from their report on the financial report.
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Non-audit Services

During the year, BDO Ziv Haft the Company’s auditor did not provide any services other than their statutory audits.

In the event that non-audit services are provided by BDO Ziv Haft, the Board has established certain procedures to ensure
that the provision of non-audit services are compatible with, and do not compromise the auditor independence. These
procedures include:

e non-audit services will be subject to the corporate governance procedures adopted by the Company and will be
reviewed by the Board to ensure they do not impact the integrity and objectivity of the auditor; and
e  ensuring non-audit services do not involve reviewing or auditing the auditor’s own work, acting in a management or

decision making capacity for the Company, acting as an advocate for the Company or jointly sharing risks and
rewards.

Corporations Act 2001

As a foreign company registered in Australia, the Company will not be subject to Chapters 6A, 6B and 6C of the Corporations Act
dealing with the acquisition of shares (e.g. substantial holders and takeovers).

Under the Israeli Companies Law there are restrictions on acquisition of shares, requiring a tender offer for acquisition of public
Company shares resulting in holding of 25% or more voting rights of the Company. In addition, under the Companies Law, a person
may not purchase shares of a public company if, following the purchase of shares, the purchaser would hold more than 90% of the
company’s shares, unless the purchaser makes a tender offer to purchase all of the target company’s shares. Please refer section
9.1(f) of the Company’s Prospectus dated 22 December 2016 for further details. Otherwise, the acquisition of the Company's
securities is generally not restricted by the Company's articles of association or the laws of Israel, except that Israeli law prohibits
the ownership of securities by nationals of certain countries that are, or have been, in a state of war with Israel.

Subsequent Events

On 10 February 2017, the Company was admitted to the official list on the Australian Securities Exchange (ASX), with trading
commencing on 14 February 2017, after the Company raised $3.5 million through the issue of 17,500,000 Chess Depositary
Interests (CDIs) at $0.20.

The convertible loan of $1,000,000 converted to 10,000,000 CDIs, being at price of $0.10, a 50% discount to $0.20 share price

under the IPO capital raise.

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

<T: > -

b

Brendan de Kauwe
Non-executive Chairman

Perth, Western Australia, 28 April 2017
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|IBDO

e 71y Haft

INDEPENDENT AUDITORS' REPORT
To the Shareholders of

ESENSELABLTD,

We have audited the accompanying statements of financial position of eSENSE-LAB Ltd. [the "Company”) as
of December 31, 2016, and the related statements of comprehensive income, changes in sharsholders'
equity and cash flows for the period from April 13, 2016 (Inception) to December 31, 2016. These financial
statements are the respensibility of the Company's Board of Directors and management. Our responsibility

is o express an apinion on these financial statements based on our awdit.

we conducted our audit in accordance with internaticnal standard of auditing, Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstaterment. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by the management and Board of Directors, as well as
evaluating the overall financial statements presentation. We believe that our audit provides a reasonable

basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Company as of December 31, 2016, and the results of its operations, changes In
shareholders' equity and their cash flows for the period from April 13, 2016 (Inception) to December 31,

2016, in confarmity with International Financial Reporting Standards (IFRS).

Tel-Aviv, Israel

February 28, 2017
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STATEMENT OF FINANCIAL POSITION

Maote Decernber 31,

2016

% in thousands
Current Assets
Cash and cash equivalents 477
Other recelvables : E | 191
Total Current Assets GBS
Maon-Current Assets
Property and equipment, net
Total Nen-Current .ﬂ-s:ﬂ'tl
Total Assets } 672
Current Liabilities
Trade and other payables 337
Convertlble loan 4 1,401
Taotal Current Liabilities 1738
Deficit
Issued capital 5 430
Reterves _ ) 2,151
Accumulated deficit 13,656)
Tetal Deficit : {1,056)
Total Liabllities and Deficit 572

Februsry 28, 2017

Date of approval of the Eran Gilboa Halgn Cohen
financial statements Directar CEQ

The accompanying notes are an integral part of the financial statements
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STATEMENT OF COMPREHENSIVE INCOME

Mote  Period fram April

13, 2016
[incepiian] to
Decamber
51 M6
% in thousands

Operating Expenses
Research and development expenses E 253
Gereral and sdministralive expensos & i)
hare based payments expern e [ ZA03
Operating loss 2,970
Financial expenies BEG
Total comprehensive o Tor the paricd 5056
Basic and diluted kass per share bilu] &{0.11)

The accomparying notes are an integral part of the financial statemanis

14
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STATEMENT OF CHANGES IN SHAREHOLDERS® DEFICIT

Accumulated
Issued capital Reserves deficit Tatal
5 in thousands
Balance at April 13, 2016
(Inception)
Issuance of shares 6 - - 26
Share based payments . 2,564 - 2,564
Exercise of employee stock
optians 413 [413) - =
Total comprehensive loss for the
period - - {3.6586) (3,656)
Balance at December 31, 2016 439 2,151 (3,656) {1,066)

The accompanying notes are an integral part of the financial statements.
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STATEMENT OF CASH FLOWS

Period from April
13, 2016 (Inception)
to December 31,
2016

S in thousands

CASH FLOWS FROM OPERATING ACTIVITIES:

Net loss for the pericd (3,656)
Adjustments to reconcle net loss to net cash:

Used In operating activities:

Increase in other recenvables 125)
Incregse in trade andd other payables 37
Change in fair value of cormertible loan 674
Share based payments 2,03
Net cash used in operating activities (267)
CASH FLOWS FROM INVESTING ACTIVITIES:

Purchase of propeay and equipment (4)
Restricted cash (5)
Net cash used in Investing activities (9)
CASH FLOWS FROM FINANCING ACTIVITIES

lssuance of shares upen inception 26
Convertitde loan 727
Net cash provided by financing activities 753
Increase in cash and cash equivalents q77
Cash and cash equivalents at inception .
Cash and cash equivalents at the end of the ar7
period

APPENDIX A - NON CASH ACTIVITIES:
Prepaid issuance costs 161

The accompanying notes are an integral part of the financial statements,

16
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NOTES TO THE FINANCIAL STATEMENTS

{$ in thousands)
NOTE 1 - DESCRIPTION OF BUSINESS:

A, Overview:
eSENSE-LAB Ltd. (the "Company®) was mcorporated on April 13, 2016 under the Israeli law, The
Company Is a technology and research and development company headguarterad in israel, spedaliong
in the commerclalization of the phytochemical profiling of plants. The Company’s technology enables
it o “reverse engineer” a comprehensive model of a targeted plant and develop “terpene profiles” for
the targeted plant by using alternative raw and naturally occurring materials.
The Company’s goal is to achieve whole-plant phytochemical profiles for & vast variety of plants. The
Company’s initial facus Is on the development and manufacturing of terpene profies of the cannabs
plant, The Company elected ta focus initially on the development of terpene profiles for the cannabis
plant due to the current strength and forecast growth of the industry for camnabis products.,
Impartantly, whitst the Company has replicated the characteristics of cannabis in #ts profiles, these are
not manufactured from cannabis itself and do not contaln cannabinolds. Hence, the Compary's
cannabis profiles are legal in countries or states where cannabis is ilegal.
The Company aims to develop and supply reconstructed, strain-specific, phytochemical profiles of
targeted plants, with an initaal foous on the cannabis industry. Sudh phytochemical profiles are
intended 1o be supplied as a consistent, standardized, regulated and commerclally viable solution for
res=arch and end-products for use by consumers, The Company’s technology 5 also intended to be
applied to other lucrative target plants in the future such as ginseng, saffron, sandalwood and other
rare of valuable plants or spices,
To achieve this gosl, the Company uses cutting-edge technologies and a muiti-disciplinary team of
leading Israeli researchers to create an sltermative 1o the targeted plants themsehes [nitislly cannabis)
by the de-formulation of the targeted plant, and reformulation of the phytochemical profiles of that
targeted plant from other natural sources,

B. Usting on Australian Securities Exchange (ASX):
On February 10, 2017 eSENSE-LAB LTD (“ESE") was admitted to the official st on the Australia
Securities Exchange (“ASX”), with trading commencing on the February 14, 2017, after the Company
raised AUD 3.5 million via the Issue af 17,500,000 Chass Depasitary Interest ("CDIY), finandal product
which is a unit of beneficial ownership in an underlying financial product which is guoted on the ASX
market, at AUD 0.20 per CDI [see also Note 14),

17
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FIMANCIAL STATEMENTS FOR THE PERICD FROM APRIL 13, 2016 [INCEPTION) TC DECEMIBER 31, 2016
MOTES TO THE FINANCIAL STATERERTS

[% in thaisands]
BMOTE 1 - DESCRIFTION OF BUSIMESS [(CONT. |

C. Raterial customer agresment:
Cin September 2016, the Campany entered Fta Terms and Canditiors of Sale with Allgr Vaparizers (the
“Customar'], an electronic vaparizer company based out of South Florids, United States,
The Company has been provided with a purchase onder fram the Customer pursuant ta which the
Customer Fid ardered 470 worth of the Company's cannabis Terpens Praofiles. Although the purchase
order does not specify an "end date” by which the oeder must be satisfied, its intention & to sitisfy the
order in April 37,

MOTE 2 - SIGMIFICANT ACODUNTING POLICIES:

The significant accounting policies followsed in the preparatian of the fimancial statemant. on a consistent

basis, ane;

Basis of preparation

The principal sccounting pelicies adopted in the preparation af the finencis] statements ang g2 oul Delow,
These finarcial statements héve Been prépased in accordance with Intermational Financial Reporting
Standards (IFAS), The financial statements have been prepared wnder the historical post corwention except
far: eoemvertfile loan which & measured at fair value. The Comparty has elected 1o present (he sTalements
af comprehensive incocrme wsing the function of expense method.

Estirates and assumptiors

The preparation of the financial statements requires management 1o make estimates and assumptans that
have am effafl cn the application of the accounting policies and on the reported amaunts of assets,
labilities ard expenses, These estirmates and underking assumptions are reviewed regularly. Changes in
BCC0UMIng estimates are reported in the pericd ¢f the change in estimate.

Foredgn curreniy

The financial statement are preparnd in US Dollars |the functional currerscy ), which is the cumency that best
reflecis the economic substance of the underling events and cdrcumstances relevant o the Company
Transactions and halances in foreign currency ane converted into US Dollars in accordance with the
prirciples. 81 Torth by Intematioral Accounting Stendard (B3 31 [*The Effects of Changes in Foneign

Exchangs Rates”|.
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FIMANCIAL STATERENTS FOR THE PERIOD FROM APRIL 13, 2006 (INCEFTION| TO DECEMBER 31, 2016
KROTES TO THE FINARCIAL STATEMENTS

5 in thausands)

MOTE 2 - SAIGMIFICANT ACCOUNTIMNG POLICIES [CONT.):
ficcordirgly, transactions and balances have been comverted as follows:

»  Monetary asseis and liabigies — at the rate of eachange applicable ot the finencal pasition date;

s Income and expense items— at exchange rates applicable as of the date of recagnition of thosa tems,
ani

#  Non-monetary ibems are converted sl the rate of exchange usad to convert the related financial
position items Le. at the time of the trarsaction. Exchange gairs and lsses fram the aforemantioned

canversion are recognized in the statement of comprebensive moome,

Cagh and cash equivalernts

Cash equivalents ane considered by the Company 1o be highly-Fquid investments, including, imber alia,
shorl-term deposits with barks and the maturity of which do not excesd three months st the time of
depasit ard which are rat restricted,

Fair walus seasunement
Fair vale= s the prce thal would be recetved to sell an asset or paid 1o transfer & Rability in a0 orderly

transaction beteeeen market participants 31 (he measuramant dats.

The fair value messwement is bassd on the presumption that the transaction b sell the assef ar Eransfer
the liakbility takes place eithar:

A, bn the principal meardket for the asset or liabity, or
B, M the abserce of a principal market, in the mast alvantagens market for the asset or labding,

The principal market ar the most acvantageous market must be sciessibe 1 by the Company,

Thie Fair vales of an assat or & liability is measured using the assumptions that market paritipants would
use when pricing the asset or liabfity, assuming that market participants act in their economic best

interast

A fair vabue messurement of a non-finandal asset takes into acoounl 8 market pamicipant's abidlity 1o
penerate acanamic benefits by using the asset in its highest and best use ar by selling ® 19 anather market

participant that would use the asset in s highest and Best use,
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FINANCIAL STATEMEMNTS FOR THE PERIOD FROM APRIL 13, 2016 (INCEPTION] TO DECEMBER 31, 2016
BOTES TO THE FINAMDAL STATEMENTS

1% in thow=ands)
MOTE 2 - SIGNIFCANT ACCOUNTING POLICIES (COMT.J:

The Camparty usad valustion pechnigiues that are appropriate in the ciroumstances and for which sufficient
data are awadable to measure fair value, maxenizng the use of relevant abservable inputs and minimizing

the use af unshsenable Inputs.

Claszification of financial instrurments by faie value Rierarchy

Thie financial instruments preserted in the stabement of financial pesition ag fair walue are grouped inba

classes with similar charactenstics using the following Tair walue hisranchy that is determined based an the

sawce f input used inmeasuring fir value:

Level 1 - CQuated prices unadpusted| in acthe markets for identical assets or Babilities.

Level 2 - Inpats other than quoted prices induded within Lesel 1 that are etisenable either diractly or
indirectly,

Level 3 - Inputs that are mat based on cbservable market data (valuation techniques that uses inputs that
arg not based an observable marks] datal

Mems carrind 31 fair value a5 of December 31, 2016 are classified in 1he able bebow in one of e thres

catrgories as described abowve.

[Fair walue measwremsents using irpuet Type
Decernber 31, 2016
Levell  Lewell Level 3 Total
Comvertinin lnan = [1.40] = {1,401)
- [1.400] 5 i|1,.401)

Research and deselopmeent costs

Expenditure on ressarch acthities is recogniced in prodit or kss as inourred. Development expenditure is
capitaliced onke If the expenditure can be measured reliably, the product o process s technically and
commercialty feasible, Tuture economic benefits are probable and the Comgany mtends To and has
sifficiant respurces ta comalete development and to use or sell the asset. Otherwis®, 5 is recognized in
prafit af loss a5 incuered. As of the fmancial position date the Company has yet to reach the stage of

capitalication.
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FINANCIAL STATERENTS FOR THE PERIOD FROM APRIL 13, 2006 INCEPTICN) TO DECEMBER 31, 2046
MOTES TO THE FIMANCIAL STATERMENTS

(5 in thowsands)
WOTE ¥ - SIGHIFICANT ACCOUNTING POLCIES [COMNT.J:
Financial assets
The Company classifies its financial assets depending on the purpase for which the asset was aoquired. The
Company’s accounting policy for each category & a3 lollows
Laans and meceivabdes: These assets are non-derfvatwve finandal assers with fised o determinable
payments that are nel quated in an active market. These assets are carmed at amortized oost bess any

prowiskan for impairment.

Financial Liabilities

The Campany's trade and other payahile are initially recogrileed at fair value and subsequently measured st
amartized cost using the effective interest rate method,

Thee Cosmpany's consertible koan is measured upan initial recogration at Fair value through profis or loss.

impairment of non-financial asseis

The carrying values of man-finencial assets are tested for impaérment whenewer events or changes in
crcumstances indicate that carrying amount may not be recowerable, An impairmant bss b moognized for
the amsaunt by which ihe asset’'s @anying amount exceeds its recoveralble amount. Recoserable amount is
the higher of an asset's fair value less costs to sell and value i use. For the purposes of aisesdng
impairmeni, asseis are grovped at the lowet levels far wihich there are separataly identifiable cash infloss
that are bmgel ndependent of the cash inflows from other SSie4s oF groups of 258218 |CASh-generating
wnits). Mon-financal assets that suffer impairment are tested for possible reversal of the imgairment
whenever pwvents or changes in circumstances indicate that the impaémment may have reversad.

irpairment exists when the carrging value of an asse1 excepds iis estimated recoverable amaurt, The asset

i= then writben down 10 its redowe rable ameunt,

Emrnings per sharne
Basic earrangs per share is caloulated a4 net loss antribistatile oo members, adjusted to eaclude costs of

Serviting equity [other than dividends), divided by the weighted average number of crdinary shares,
adjusted Far any Banus element.
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FINAMNCIAL STATEMENTS FOR THE PERIOD FROM APRIL 13, 2006 INCEPTION] TO DECERMBER 31, 2046
NOTES TO THE FIKANCIAL STATEMENTS

[% in thousands)
HOTE 2 - SIGHMIFICANT ACOOUNTING POLICIES (CONT.):
Earmings por share (Cant |2
Diluted earnicgs per share is caltulated as net kss atiributable to members, adjusted gor:
«  Costs of servidng equity (ather than dividends|;
+ The after tax effect of dividerds and mterest associatsd with dilutive parential gerdinary chares that
Fieve: been rECORNZEN 35 SNpRNSEE;
s Other non-discretionasy changes i revermias or sspensas during the periad that would result from
the dilution of potential ordinary shares; divided by the weighted average nember of ardinarg
shares and dilutive potential ardmary shares, adjusted for any bamis element.

Share based paymerts

The entity measunes the share based listing expense and the fosi of equity-seiiled transaction with
ampleeas by reference to the fair value of the equity instruments at the date at which they are granbed
The fair walup in determired by using econamic model taking inbo acoownts the terms and conditions wpan
which the instruments were granted. The acoouniing estimaies are assumptions relating to eguity-settled
share-nased payments would have no impact en the carrying amounis of assets and llabllities within the

el arnyual reporting periad but may impact profit or loss and eguity.

Deferred tax

Significant management judgment is reguired to determing the amount of deferred fax assets that can be
recopriced, based upon the estimated timing and level of future taxable prodits ogether with fuliee Tax
plannirg sLralegies.

Defemed taxes are computed in respect of femparary diferences bafween the carmying amounts of assets
ard liabilities in the financial stabements and the amounts attributalble for tax purposes.

Deferred tanss are messured at the tax rates that are exspected to apply in the period when the temporary
differences are reversed in prafil of loss, other comprehensive income or equity, bassd on tax laws that
hawe heen enacted or substantively enacted at the end of the reperting peried.

Delerred tax assets are reviewed at the end af each seporting period and reduced to the extent that it i
it prabable that they wiil be utilized. In addition, temporary differences (sich &5 canny forwand losses) far
whikchi deferred tax aigets have not been recognized ane reassessed and delerned 14 assets ane recognized

L e
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FINANCIAL STATEMENTS FOR THE PERIOD FROM APRIL 13, 2016 (INCEPTION) TO DECEMBER 31, 2016
NOTES TO THE FINANCIAL STATEMENTS

($ in thousands)
NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES (CONT.):
Deferred tax (Cont.):
extent that their recoverability is probable, Any resulting reduction or reversal is recognized on “income
tax" within the statement of comprehensive income. All deferred tax assets and liabilities are presented In
the statement of financial position as non-current items, respectively. Deferred taxes awe offset in the
statement of financial position If there Is a legally enforceable right to offset a current tax asset against a
current tax liabisty snd the deferred taxes relate to the same taxpayer and the same taxation authority.

Neow IFRSs In the period prior to their adoption
3! r ants:
In Suly 2014, the IASB issued the finad and complete version of IFRS 9, "Financial Instruments” ("IFRS 97},
which replaces IS 39, *Finandal Instruments: Recognition and Measurement”, IFRS $ mainly focuses on
the classification and messurement af financal assets and it applies to sl assets in the scope of 1AS 39
According to IFRS 9, sl financial assets are measured at falr value upon inftial recognition. In subsequent
periods, debt instruments are measured at amortized cost only if both of the following conditions are met:
«the asset is heid within a business mode! whose cbjective &5 10 hold assets in order to collect the
contractual cash flaws
-the cantractual terms of the financlal asset give rise an specified dates to cash flows that are solely
payments of principal and interest on the principal amaunt outstanding.
Subseguent measuramant of all other and financal assets shoukd be at fair value |
Financial assets that are equity instruments should be measured in subsequent periods at fair vale and the
changes recegnized in profit or loss or in other comarehensive income, in accordance with the election by
the Company on an instrument-by-instrument basis. If equity instruments are held for trading, they should
be measured at fair value through profit or loss .
According ta IFRS 9, the provisions of 1AS 39 will continue to apply to de-recognition and to financial
liabilities for which the fair value option has not been elected
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FINANCIAL STATEMENTS FOR THE PERIOD FROM AFRIL 13, 2016 {IMNCEFTION] TO DECEMBER 31, 2016
BpOTES T THE FINAMDIAL STATEMENTS

{5 in thousands)
ROTE 2 - SIGNIFICANT ACCOUNTING POLICIES {COMT.):
Meew IFRSs in the period prior to their adoption [Cont.ji
acconding to IFRS 9, changes in the fair value of financial liabilities which are attributable to the change in
credit risk should B presemted in other compreharshes income, All other changes in fair value shauld be
preserted in prafit or kass
Impairmant - The impaiment madel is a more *forwand looking” model in thatl & credil @vent fd longer e
te cocur Before credii losses are recagnized. For financial assets measured at amarbized cast ar fair walue
through ather compretsensive intome, an entity will now always recognize [at a minimum] 12 manths of
eupected lasses in profit or loss, Lifetime expected losses will be recograeed on These assels when there s a
significant Increase in credit rsk after initial recognition.
Hedging - The new hedge accounting model intreduced the following key changss:
“tamplified effectiveness testing, including removal of the 80-125% highly effective threshold .
shdare Hems will now qualify for hedge socsunting, &g pricng oompsoments within a rar-financial
itern, and net forelgn excharge ash positions.
-Eritities can hedge account more effectively the exposures thak give rise to teeo risk positions [=g.
interest rate risk and foreign exchange fisk, or commadity risk and foreign exchange risk) that are
managed by separate derraatives over different pericds
-Les peafin oF loss volatility when using options, forwards, and Toreign currency Swaps .
-Hew alternatives available for economic hedges of credit risk and “oen use’ contracts which will
reduce profit or loss volatility.
IFRS 9 s 10 be applied for annual periods beginning on January 1, 2018, Early adaption is pemmitied
The Camparry is evaluating the possible impact of IFRS 9 bt is pres=ntly tmable to asiess its eMec, il any,

on the finamcial statements.

MOTE 3 = OTHER RECENVABLES:
Decemiber 31, 2006

Préepand B5LAanNce EXparGes 151
VAT authorities 17
Others § 13
Taral 191
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NOTES TO THE FINANCIAL STATEMENTS

(S in thousands)
NOTE 4 - CONVERTISLE LOAN:
In November 2016, the Company signed a Corvertible Loan Agreement ["the Agresment”) with a number
of Investars {"the Lenders™) which allowed the Company to borrow wp to 1 million AUD, The company
borrowed 970 thousands AUD till end of the year 2016 In the year 2017 the company borrawed 30
thousands AUD, according to the Agreement the foan will be mandatory convernted to the company’'s shares
at S0% discount with no interest of future Initlal pubic offering {("#0") share price. In case of unsuccessful
IPQ the Lenders will be entitled to receive their ban amount In addition to 20% Interest payment. The
Compary designated upon Initial recognition that the convertible loan will be measured at fair value
through profit or koss,
The loan was converted in February, 2017 (see also Note 14).

NOTE 5 = ISSUED CAPITAL:
Movements in fully paid ordinary shares 2016_ e

Date Number
Balance at inception April 13, 2016 5,338,334
Ordnary shares issued upon options exerise November 21, 2016 472,000
Benefit shares {1:4.513827) November 24, 2016 28,550,976
Balance at end of the period December 31,2016 34,361,310

Each Share in the Compary confers upon the Shareholder:

a) The right 1o one vote at a meeting of the Sharehokders of the Compary or on any Resolution of
Shareholders;

b) The right 10 an equal share in any dividend paid by the Company; and
¢l The right 10 2n equal share in the distribution of the surplus assets of the Company on its liqusdation.

No dividends have been paid or deciared by the Company since the beginning of the current reporting
period.
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{$ In thousands)

NOTE 6~ SHARE BASED PAYMENTS:
A. Dgptions granted to directors, shareholders and officers:

In November, 2016, the Company granted 472,000 options with no exercise price per share, All
optians were fully vested on grand date. The Company measures and recognizes share hased
paymant on estimated fair values on the date of grant based on the underhing stock of the date of
grant, The value of the Company’s ardinary share was obtained based on information embedded in
the Company's IPQ in January 2017 [see also Note 14). All options were exercised on November 11,
2016.

Options granted to service providers:

In Degember, 2016, the Company granted to its service provider fully vested 5,000,000 options with
AUD 0.25 exercise price par share, the options will be expired upon 3 years from Ssuance,

The fair value of options are estimated by using @ Monte Carlo simulation, the options has an
exercise price of AUD 0,25 per share the Monte Carlo simulstion sccounts the dilution effect
embedded by the performance shares, The expected volatility is S0%.

Performance rights:

On December 5, 2016, six ¢lasses of Performance Rights (" Rights") were approved by shareholders
at an Extraordinary General Meeting. The Rights convert ta ordinary shares when the attaching
milestone Is met: 3,000,000 Class A Performance Right milestone requires the wolume weighted
average price (VWAP) for 20 consecutive trading days of shares egualing or exceeding 40 cents
(AUD], The Rights vest immediately as they are market drivan.

31000000 Class 8 Performance Right milestone requires the volume welghted average price
(VWAP] for 20 consecutive trading days of shares equaling or exceeding 60 cents (AUD), The Rights
vestimmediately as they are market driven,

15,000,000 Class C Performance Rights reguire the Company signs binding distribution contracts
warth AUD 1.0 million to supply fts reconstructed Terpena Profiles within 12 months of admission
on the ASX, Holders of Class C Performance Rights will also receive 0.67 Oass £ Performance right
for every Class C Perfarmance Right that vests, 15,000,000 Class D Perdormance Rights Generates
cumulative revenue from the application of the Company’s intellectual property refating to the
analysis and reconstruction of Terpene Profiles of AUD 3.0 million within 24 menths from the date
of admission on the ASX, Holders of Class D Performance Rights will also receive 0.67 Class F
Performance Right for every Class D Performance Right that vests.
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MOTES TO THE FINGNCIAL STATEMENTS

(% in thousands]
NOTE 6 - SHARE BASED FAYMENT [CONT.|z
D. Performance rights (Cont.|:
10,111,311 Class E Performance requing the Compary signs binding distribstion contracts werth
&N 2.0 milian to supply its mconstructed Terpene Profiles within 18 months of admission on the
A5
10,111,311 Class F Parformance Rights Generates oumulative revenue from the application af the
Company's intelleciual property relating 1o the analysis and reconstruction of Terpene Profies of
AUD B.0 million within 36 manths freen the date of admission on the ASL
The fair walue of performence shares B estimated by using & Monte Carlo simulation, with the
assumption that the walwe of performance shares and the underbing milestones triggering the
perfarmance shares are correlated, The expectad volatility |s 500,

NOTE 7 = RESERVES: _me
Movermnent:
Balance at Agpril 13, 2016 (incaplicn) "
Options lssued o directars, sharebalders and officers 413
Exarcise of pptions (413
Dptigns grantad to service prowiders 151
Issuante of performance rights I 7.
Rpserves as of December 31, 2006 2,151
MOTE B — RESEARCH AND DEVELOPMENT EXMPENSES:
Pericd from
April 15
|inception ) to
Decemiber 31,
2016
faw materials 151
Payroll arsd related E1
Patent &
Total 258
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{$ = thousands)
NOTE 9 - GENERAL AND ADMINISTRATIVE EXPENSES:

Period from

April 13

{inception) to

December 31,

2016

Professional foes 186
Payroll and related expensas 87
Travel expenses 16
Others 20
Total 309

NOTE 10 - EARNINGS PER SHARE:

Earnings per share have been cakudated using the weighted average number of shares In Issue during the
relevant fingncisl periods. The weighted average number of equity shares in issue and loss for the period as
follows:
Period from Apeil 13
nception) to
December 31,
2016

Loss for the year attributable to sharehokders $(3,656)
Weighted average number of ordinary shares 33,960,384

Basic and diluted loss per share $(0.11)

NOTE 11 - TAXES ON INCOME:
A, Tax Rate Applicable to Income In Israel;

The tax rates that appied to the Company in 2016 were 25%,

On December 2016, the lsraeli government published the Economic Efficiency Law [2016) {legisiative
amendments to accomplish budget goals for the years 2017 and 2018) According 1o which, in 2017 the
tax rate will decroase by 1% and starting 2018 by 2%; 50 that the tax rate will be 24% in 2017 and 23%
in 2018 and onwards. Accordingly, the tax rate will be 24% in 2017 and 23% in 2018 and cowards.

The Campary has not yer received final tax assessments since inceplion,
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(5 In thowsands)

NOTE 11 - TAXES ON INCOME {CONT.):

B. Met operating losses carry fonaards:
a5 af December 31, 3016, the Company has estimated (arry foraand s osses of approximately 476
which may e carried foraard and offset against tasable income Tor an indefinite pericd in the future.
The Comparry did mof recognized deferred tan relating to camry forwaed Iosses in the financal
statements because their utilization in the foreserable futura (s nat probable.

L. DOeferred income taxkes:
The Company has provided a valuation aBowance in respect of dederred tax assets ["OTA"] resulting
Fraam Lhe 1a loss carry foreand and other temparary differences. Management currently believes thst
it is more likely thean net thar the deferred tax regarding these tax loss carmy forsand and other
tamporary differances will not be realived.

O, Current income tae:

Persad from April
13
lincegtion) 1a
December 31,
2006
Loss before tax (3,656
Theorstical tax {[credillfcharge] at applicable statutary
{2016:25%) o
Hon allowable experes [B01)
Tax losees Tor which no OTA is recognized ESE)

Incame Lax Berselit E
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MOTE 12 - RELATED PARTIES AND SHAREHOLDERS:
Farties are considered to be related if ore pariy has the abllicy to contral the other party or esercise
significant influence aver the other party"s making of financial or cperational decksions, or if both parties
are cartralled by the same third party. The Company has trarsactions with key officers, directars and
shareholders.

The following transactions arase with related parthes:

Period from &aril 13

{inception] to December 31,
Transactian Arcount name 206

Management for ta CEQ. General and administrative expenses 24

Managemsent fer to OFO Gemeral arsd administrative axpenses i5

Cervice Tee 1o {TO Fesearch and develaprment expenses 13

1. Effectve September 1, 2016, the Company sigred a management agraamant with the Compam™s
CEQ according to which, the Campary' shall pay the CEQ, pre-IPO, & management fee of 6 plus VAT
an @ monthly basis and post IPO {s=e alse Mote 14), the management fee will be updated ta 12.5
plus VAT an menthly basis.

2. Effective October 1, 2016, the Comparry signed a management sgreemsent with the Company's CRO
according towhich, the Company shall pay the CRD, pre-IP0, a management fee of 5 plus VAT ona
monthly basis and post 1RO (S=e also Mete 14) the management fee will be updated o 8 phis VAT
pin mearvthlky BEsiE

3. Fffective October 17, 2016, the Comaany signed a service agreement with the Company's CT0.
According to which, the Compary shall pay, pre IPQ, the CTO service fee of 5 phus VAT an & monthly
basis ard past IPO [see also Note 14), the service Tee will be updated to 8 plus VAT on marthly
basis

Liabilities to related partios:

December 51,

Nasme Nature of iransaction Agodunt nam 2016
CED acorued management Tee - Accrued sxpenses E
CFa #corued mansgement fse #Accrued expenses 5
CTo Sfecrued service fee Accruad exporses 3
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NOTES TO THE FINANCIAL STATEMENTS

(5 in thowsands)

MOTE 1% - FINANCIAL INSTRUMENTS AND RISK MANAGEMENT:

The Company i exposed o a wanety of financial risks, which results fram its linanting, operating and
investirg activities. The abjective of financal sk management is to cantain, where appropriste, exposures
in thess financial risks 1 limit ary negative impact on the Compary's finandal performance and position
The Company's financial instruments are its cash, irade and ather receivables, payabdes, other payabies and
lars, The main purpase of these finencad instruments is to raize finance For (e CoOmpany’s aperation, The
company aclively measures, mandtors and manages s financial risk exposures by wvarmous functions
pursuant ta the segregation of duties and principals, The risks arising from the Company's financisl
insiruments are mainly credit risk and currency risk. The risk rate on loans is fized. The risk management
policies emgloyed by the Comparmy o manage thess fgkd sre discussad below

Credit rish:

Cradit risk arises when a failure by coumlerparties 1 dischangs their obligations could reduce the amount af
liture cash inflows from financal assets am harsd at the balance sheet date, The Compary dosely manitors
the actrdties af its counterparties and condrols the access to its intellectual progerty which enaliles it 10
ersure the promat collection of customens’ balances. The Company’s main financial assets ane tash and
tash equivalents as well as other recetvables and represent the Compary's maximum axposure to credit
risk in copnectian with its financial assets. Wherever poasible and commergially practical the Company

halds cash with major Fnancial institistions n lsrael

The carrying ameunt of financial assets represents the maximum credit expasune, The masimum gsposure

to credit risk at the reporting date was

December 31, 2016

Cash and Cash Equicalisnts qFF
Qther Accownts Recerakbke o
Total 507
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NOTE 1%- FINARCIAL INSTRUMENTS AND RISK MANMAVGEMENT (CONT. )

Currermoy risk:

Currgncy risk is the risk that the value of financial instrumants will fuctuate due to changes in foreign
gxchange rates, Currency risk arises when fulure commential transactions and recagnized assets and
liakilities are demaminated in a ourrency that is not the Company’s fundticnal currency, The Company &
prposed to foreign exchange risk arising from various currency exposures primariby with respect 1o the MNew
lsraeli Shekel and the UG, The Camparmys polcy i not 10 @nter inta any currency hedging transactions.
The carrving amounts of the Company's foreign currency denominated monetary assets and manetary

liabdlities a1 the reporiing date ane as follows:

Askals
Mi% AL Tatal
Cash Aind cash equivalents g EFr 353
Other receivables k1] - - )
5 E rrd 412
Liakilitias
MIS AUD Tatsl
Tracle and ather payables —]:!3 - Lk 273
Cosvartibla loan 2 1411 1,401
o 223 1,451 1,674
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NOTE 13- FINAMCIAL INSTRUBAENTS AND BISE MANAGEMENT (CONT.):

Sersitivity analysis:

A 10% strengthening of the Unlted States Dollar against the following currencies would have increased
[decreased) eguity arsd the incgme stabemsnt bry the amounts shown below. This analysis assemes that all
other varlabdes, In particular interest rales, remain constand, For a 10% weakening af the United States
Dallar against the relevant currency, there would be an egusl and cpposite impact on the profil and ather

auity.
Linked 1o NIS Tag
10
5%
Linked 1o ALID 1074
10
107
Liguidity risks;

Ligguidizy risk is the risk that arises when tha maturity of assets and the matarity of labilities do not match.
An unmatched position potentially enhances profitabdity, but can also increase the risk of loss. The
Company has procedures with the chject of minimizgng such loss by maintaining sufficlent cash and other
highty liguid current assets and by having available an adequate amount of commitied credit facilities, As of
December 31, 2016, the Company has & negative warking capital. In order o avercome its liquidity fisk, the
Company raised AUD 3.5 milkan via the 1P, following the finandal pasition date [See also Note 14].

Th following tables detail the Company's remaining contractual maturity for its financlal liabilities. The
tables have been drawn up based on the wndiscounted cash flows of financial liabilities based an the
earliest date or which the Comparny can be required 1o pay,

December 31, 2016

Trade and ather payables {337
Carwertibile Lown L {41
(1,178)
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(5 In thousands)
NOTE 13- FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONT.):
Capital riskc
The Company seeks to maintain a capital structure which ensbles it 10 continue as a going concem and
which supports its business strategy. The Company's capital is provided by eguity raisings. The Comparny
manages its capital structure theough raising funds from shareholders. At the balance sheet date, the
Company has net cash and cash equivalents of 477 which includes s negative working capital. Management
does not believe that there are signficant capital risks in the near future,
Operational risk:
Operational risk Is the risk that derives from the deficiencies relating to the Company's Information
technology and contral systems as well as the risk af human error and natural disasters. The Company's
systemns are evaluated, maintained and upgraded continuously.

NOTE 14 - SUBSEQUENTS EVENTS:
A. Usting on Australian Securities Exchange (ASX):
On Februsary 10, 2017 the Company was admitted to the official list on ASX, with trading commencing
on the February 14, 2017, after the Company raised AUD 3.5 million via the issue of 17,500,000 CDIs at
AUD Q.20 per CDI.
B. Convertible loan conversion:
In February, 2017, the convertible loan was corverted upan lsting on the ASX,
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ANNUAL REPORT FOR THE PERIOD FROM APRIL 13, 2016 (INCEPTION) TO DECEMBER 31, 2016

CORPORATE GOVERNANCE STATEMENT

The Company and the Board of Directors are committed to achieving the highest standards of corporate governance. The Board

continues to review the framework and practices to ensure they meet the interests of shareholders.

A description of the Group's main corporate governance practices is set out on the Company's website at https://www.esense-

lab.com/corporate-governance. The Company has also lodged an Appendix 4G contemporaneously with this Annual Report.
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ANNUAL REPORT FOR THE PERIOD FROM APRIL 13, 2016 (INCEPTION) TO DECEMBER 31, 2016

ASX ADDITIONAL INFORMATION

Additional information required by the ASX Limited Listing Rules not disclosed elsewhere in this Financial Report is set out below.
1. Shareholdings

The Company has ordinary shares on issue. The Company’s ordinary shares traded on the ASX are traded as Chess Depository
Interests (‘CDI’s) under the code ESE. Each CDI has a beneficial interest in a share.

The issued capital of the Company as at 24 April 2017 is 61,861,311 shares. All issued ordinary fully paid shares carry one vote per
share.

The Company as at 24 April 17 has issued the following unlisted securities:
e 5,638,689 unlisted options; and
e 36,000,000 performance rights.

2. Distribution of Equity Securities (Shareholders and CDI Holders)

Range Holders Units %

1-1,000 1 1 0.00
1,001-5,000 125 445,180 0.72
5,001-10,000 109 964,198 1.56
10,001-100,000 207 8,100,967 13.10
100,001-9,999,999 81 52,350,965 84.62
Total 523 61,861,311 100.00

The number of investors holding a less than marketable parcel of 1,538 ESE shares (based on a share price of $0.325) was 39.
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ASX ADDITIONAL INFORMATION

3. Top 20 Largest Holders of Listed Securities as at 24 April 2017
Name Number of Shares %
1. BENJAMIN KARASIK 6,298,226 10.18
2. EFRAIM MALIK 3,843,988 6.21
3. NITZAN ORGAL 3,622,515 5.86
4, ERAN GILBOA 2,847,188 4.6
4, ARIEL MALIK 2,847,188 4.6
5. ROMFAL SIFAT PTY LTD 2,615,698 4.23
6. CLIVE WATERSON SUPERFUND PTY LTD 2,573,001 4.16
7. DR YARON PENN 2,194,030 3.55
8. THE GAS SUPER FUND PTY LTD 1,500,000 2.42
9. BUZZ CAPITAL PTY LTD 1,453,169 2.35
10. | ATTOLLO INVESTMENTS PTY LTD 1,453,157 2.35
11. | HAIM COHEN 1,123,627 1.82
12. | DR BORNSTEIN LTD 1,091,383 1.76
13. | YOSSEF SHOLT 810,194 1.31
14. | CARJAY INVESTMENTS PTY LTD 750,000 1.21
14. | ASENNA WEALTH SOLUTIONS PTY LTD 750,000 1.21
15. | MIRA CARMELI WEISSBERG 709,659 1.15
16. | NOY OFIR 662,349 1.07
17. | MEDEK INVESTMENTS PTY LTD <MEDEK SUPER FUND A/C> 622,786 1.01
18. | GILLEVY 591,383 0.96
18. | GALIT KLAIMAN 591,383 0.96
18. | DR MOTI GROSS 591,383 0.96
19. | CITICORP NOMINEES PTY LIMITED 541,591 0.86
20. | PETERLYN PTY LTD <RPC SALMON SUPER FUND A/C> 500,000 0.80
Total top 20 40,583,898 65.59
Total Remaining Holders Balance 21,277,413 34.41
Total shares on issue 61,861,311 100.00
4, Voting Rights

Ordinary shareholders have the right to one vote at a meeting of Shareholders of the Company or on any Resolutions of
Shareholders.

CDI Holders do not hold the right to vote at meetings of the Company and if they which to take a vote they must direct the CHESS

Depositary Nominees (CDN) on how to vote in advance of the applicable meeting, provided that both Shareholders and CDI Holders
are able to attend meetings.
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ASX ADDITIONAL INFORMATION

5. Unquoted securities as at 24 April 2017

The names of the security holders holding more than 20% of an unlisted class of security are listed below:

Unlisted Option Option Performance Performance Performance Performance
Security Right A Right B Right C Right D
Exercise Price $0.01 $0.25
Expiry 19 Jan 2022 7 Feb 2020 30 Jan 2019 30 Jan 2019 30 Jan 2019 30 Jan 2019
ZVIVOGEL 638,689 - - - - -
BENJAMIN 4,296,915 4,296,915
KARASIK
Total number 1 - - - 1 1
of holders
Holders less - 27 6 6 10 10
than 20%
Total 638,689 5,000,000 3,000,000 3,000,000 15,000,000 15,000,000
6. Substantial shareholders as at 24 April 2017

Name Number of Shares % Holding

BENJAMIN KARASIK 6,298,226 10.18

EFRAIM MALIK 3,843,988 6.21

NITZAN ORGAL 3,622,515 5.86
7. Restricted Securities Subject to Escrow

The following securities are subject to escrow:

Name Number of Securities Escrow Period

Expiry
1 | CDI Escrowed 12M 4,500,000 30Jan 2018
2 | CDI Escrowed 24M 4,500,000 30Jan 2019
3 | Unlisted Option $0.01 24M 638,689 19 Jan 2022
4 | Unlisted Option $0.25 24M 5,000,000 7 Feb 2020
5 | Performance Rights A 24M 3,000,000 30 Jan 2019
6 | Performance Rights B 24M 3,000,000 30 Jan 2019
7 Performance Rights C 24M 15,000,000 30Jan 2019
8 | Performance Rights D 24M 15,000,000 30Jan 2019
8. On-market buy back

There is currently no on-market buyback program for any of eSense-Lab Limited listed securities.

9. Group cash and assets

In accordance with Listing Rule 4.10.19, the Company confirms that it has been using the cash and assets for the period ended 31
December 2016 in a way that is consistent with its business objectives and strategy.
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