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Chairman’s Letter

Dear Shareholder,

The past year has seen BPH Energy make notable
developments with its biotechnology assets and
significantly increase its investment in oil and gas
explorer Advent Energy Ltd.

Following shareholder, ASX and regulatory approval,
BPH Energy acquired a further 8% in the share
capital of unlisted energy explorer Advent Energy to
increase its holding to 27.4%.

Advent Energy achieved its objective of increasing
its interest to 85% of Petroleum Exploration Permit
PEP11 — a substantial exploration permit prospective
for natural gas located in the Offshore Sydney Basin.
Under the terms of Advent's farmin to PEP11 with

its joint venture partner Bounty Oil and Gas NL
(Bounty), Advent (through wholly owned subsidiary
Asset Energy Pty Ltd) increased its interest in PEP11
from 25% to 85% by sole funding the drilling of an
exploration well within the permit. Bounty thereby
reduced its interest in PEP11 to 15%.

This was achieved following the drilling of Advent's
maiden offshore exploration well. New Seaclem-1
spudded in December 2010 and concluded in
January 2011. Although no hydrocarbons were
encountered operations were conducted incident
free and on schedule. The joint venture partners
have committed to continuing active exploration
of this vast petroleum asset, with the future plans
including further seismic and exploration drilling.
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Dr Robin Scaife, Principal Scientist

During the period, Molecular Discovery Systems
Ltd (MDSystems) Principal Researcher Dr Robin
Scaife identified potentially new anti-mitotic
microtubule candidate compounds through the
screening process at MDSystems. These early stage
candidates have been demonstrated to target
cancer cell proliferation specifically through

mitotic inhibition.

Cortical Dynamics continued to further develop its
Brain Anaesthesia Monitoring (BAR) device with six
complete BAR monitors being produced during

the year. End to end trials using the hypnotic agent
Benzodiazepine Alprazolam were completed. The
study demonstrated that the major components of
the BAR system were capable of robustly replicating
the well known pharmaco-EEG phenomena of
benzodiazepine agents, the benzodiazepine-
induced "beta buzz".

health = technology = resources

In most recent developments, Cortical Dynamics
commenced its initial public offering (IPO) and
has applied for admission to the Official List of the
Australian Securities Exchange.

We thank you for your support and look forward to
another exciting year in 2012.

Yours Sincerely,

Mr David Breeze
Chairman
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Company Focus and Developments

BPH Energy Limited (BPH)

BPH Energy Limited [ASX: BPH] is an Australian
Securities Exchange listed company with interests
spanning the biotechnology and resources
industries. BPH engages in the development

and commercialisation of biomedical research
and technologies within
Australian Universities and
hospital institutes, and holds
an interest in natural gas
explorer, Advent Energy Ltd
("Advent").

ASX

AUSTRALIAN SECURITIES EXCHANGE

BPH provides early stage funding, project
management and commercialisation strategies

for a direct collaboration, a spin out company or

to secure a licence. The company also provides
commercial strategies for proof of concept, research
and product development. BPH has invested

into a wide portfolio of biotechnology projects
Australia-wide.

BPH partners with several academic institutions
including Western Australian Institute for Medical
Research (WAIMR), Swinburne University of
Technology (SUT) and The Royal Melbourne Institute
for Technology (RMIT) University.

BPH holds a passive investment of 27.4% of unlisted

Australian natural gas exploration company Advent.

ADVENT ENERGY

ADVENT ENERGY LIMITED

PEP11 Qil and Gas Permit

Advent achieved the objective of increasing its
interest to 85% of Petroleum Exploration Permit
PEP11 — an exploration permit prospective for
natural gas located in the Offshore Sydney Basin.
This was achieved following the drilling of Advent’s
maiden offshore exploration well. New Seaclem-1
spudded in December 2010 and was concluded in
January 2011. Operations were conducted incident
free and on schedule. Under the terms of Advent's
farmin to PEP11 with joint venture partner Bounty
Oil and Gas NL (Bounty), Advent (through wholly
owned subsidiary Asset Energy Pty Ltd) increased its
interest in PEP11 from 25% to 85% by sole funding
the drilling of an exploration well within the permit.
Bounty thereby reduced its interest in PEP11 to 15%.

Covered by PEP11, a 200km long, 8,250km?

permit, the Offshore Sydney Basin is a significant
exploration area with large scale structuring and
potentially multi-Trillion cubic feet (Tcf) gas charged
Permo-Triassic reservoirs.

bph energy | annual report 2011



The prospectivity of this proven petroleum basin
has been enhanced by the confirmation of the
presence of apparent ongoing hydrocarbon seeps.
Sub-bottom profile data, swath bathymetry, seismic
and echosounder data collected by Geoscience
Australia along the continental slope / permit
margin has demonstrated active erosional features
in conjunction with geophysical indications of

gas escape.

Advent has previously interpreted significant
seismically indicated gas features. Key indicators
of hydrocarbon accumulation features have been
interpreted following review of the 2004 seismic
data, reprocessed in 2010. The seismic features
include apparent Hydrocarbon Related Diagenetic
Zones (HRDZ), Amplitude Versus Offset (AVO)
anomalies and potential flat spots.

Mapped prospects and leads within the Offshore
Sydney Basin are generally located less than 50km
from Australia’s largest energy market, the Sydney-
Wollongong-Newcastle greater metropolitan

area. This area has a population of approximately
5,000,000 people. Traditionally, all natural gas used
in New South Wales has been piped in from South
Australia and the Bass Strait. However, studies by
the Australian Bureau of Agricultural and Resource
Economics (ABARE) and the Australian Petroleum
Production and Exploration Association (APPEA)
state that those sources may not be able to meet
the demand for gas in the medium to longer term.

Although there have been over a thousand wells
drilled in offshore Australia, Advent was the first
ever company to conduct a petroleum exploration
drilling exercise in the Offshore Sydney Basin. The
New Seaclem-1 well concluded in January 2011.
The well obtained a significant volume of valuable
and new information about the offshore Sydney
Basin — a previously unexplored area off NSW.
Hydrocarbons were not recorded. Included in these
discoveries was the identification of reservoir rocks
consisting of high porosity tertiary sandstones. One
such sandstone was interpreted to comprise 40
metres thickness with an average porosity of 30%,
with considerable thickening updip potential for
future exploration.

health = technology = resources

Other interpretations derived from the drilling of
New Seaclem-1 included sedimentary age dating
and hydrocarbon maturity through palynological
studies. Results of these studies demonstrated that
the sediments were of Early Permian age below
the Unconformity separating these sediments and
the Cainozoic seabed sediments. These sediments
likely correspond with the Branxton Formation. In
addition, these Early Permian sediments have been
demonstrated to be mature for hydrocarbons.

Advent has demonstrated considerable gas
generation and migration elsewhere within PEP11,
with the previously observed mapped prospects
and leads remaining highly prospective for gas.

Advent and its Joint Venture (JV) partner are
discussing the future exploration programme in
PEP11 with the excellent foundation of information
obtained from New Seaclem-1. The JV is well
positioned for future drilling having completed
pre-drilling site surveys over four locations in June
2010. These are likely to be enhanced by 3D seismic
acquisition prior to further exploration drilling.
Details of future works will be advised in due course.

Northern Territory/Western Australia
— Onshore Bonaparte Basin

Advent holds 100% of each of EP386 and RL1 in
the onshore Bonaparte Basin in northern Australia.
The Bonaparte Basin is a hydrocarbon-bearing
sedimentary basin straddling the border between
the Northern Territory (NT) and Western Australia
(WA). Most of the basin is located offshore,
covering 250,000 square kilometres, compared to
just over 20,000 square kilometres onshore.

In April 2011, Advent successfully renewed EP386
for a further 5 year term.

Advent holds Exploration Permit EP386 (2,568
square kilometres in area) which covers the Western
Australian section of the onshore Bonaparte Basin.
Since 1960 twelve wells have been drilled in or near
EP386 and only sixteen in the whole of the onshore
basin. Six exploration wells are classified as gas
discoveries. The tenements contain five gas fields
which could be advanced to commercial status with
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Company Focus and Developments

Northern Territory/Western Australia
— Onshore Bonaparte Basin (continued)

additional work, in particular the Garimala Gas Field
which may have an areal extent of more than 10km?
and could trap more than 25 Bcf OGIP. The main
exploration target has been sandstone within a late
Devonian-early Carboniferous sequence. This thick
marine shale dominated sequence is interpreted to
be the main source rock sequence for the greater
Bonaparte Basin, including the offshore portion
where gas resources have been identified.

Three gas discoveries have been made along the
western edge of the basin, in an area characterised
by a structural-stratigraphic trapping and active
migration known as the Waggon Creek Embayment.
In EP386 the three main discoveries made so far,
Vienta, Waggon Creek and Bonaparte, contain
possible recoverable gas resources of 8 Bcf, 12 Bcf
and 4 Bcf, respectively.

Waggon Creek-1, drilled in 1995, and Vienta-1,
drilled in 1998, provided strong evidence of
significant sweet gas-charged stratigraphic traps
with fair to good quality sandstone reservoris within
the upper Milligans Formation. Preliminary reviews
have indicated that:

° potential gas resources could be significantly
higher than previously estimated;

e severe formation damages due to fines
migration may have masked the true gas flow
rate potential;

e true flow rate could be significantly higher than
the calculated undamaged reservoir flow rates
as experienced in similarly damaged reservoirs
elsewhere in Australia and internationally; and

e there is strong evidence from the pressure data
that there is considerable upside potential in the
area if formation damage can be avoided.

bphenergy | annual report 2011

Previous logging of Waggon Creek-1 indicated that
it contains 28.5m of gross hydrocarbon bearing
sandstone with an average log porosity of 22%. Dirill
stem testing demonstrated flow rates of over 1.3
million standard cubic feet of natural gas per day,
including the recovery of oil of 31° API.

Drilling of Vienta-1 in 1998 demonstrated numerous
gas shows within Enga Sandstone units, with dry gas
flowed to surface and visual porosity described in the
cuttings. A gas show was encountered whilst drilling
in Enga shales, resulting in the well being shut in
after taking a significant kick (spike in pressure). The
well was flowing and gas was flared while circulating
out the kick. The early onset of the wet season
resulted in early termination of the programme
before the Vienta-1 well could be tested.

Both Waggon Creek-1 and Vienta-1 were cased and
suspended for future production.

Advent has been preparing to perform workover and
production tests on Waggon Creek-1 and Vienta-1
this dry season. The exceptional late wet season
experienced around March 2011 hampered early
efforts to access the sites, though Advent is on track
for these activities to be achieved this dry season.

In the NT, Advent holds Retention Licence RL1
(166 square kilometres in area), which covers the
Weaber Gas Field which was originally discovered
in 1985.

During the year, Advent undertook a review of

all available well data from the Weaber wells,
reprocessed all available seismic data covering
the Weaber Gas Field and re-mapped the field.
An independent resource audit was completed by
respected petroleum industry consulting firm
RISC Pty Ltd.

Advent has advised that the 2C Contingent
Resources* for the Weaber Gas Field in RL1 are
11.5 billion cubic feet (Bcf) of natural gas following
an independent audit by RISC. Significant upside
3C Contingent Resources of 45.8 Bcf have also
been assessed by RISC.



The results are summarised below:

health = technology = resources

Weaber Field 1C 2C 3C Mean'
Gas Initially In Place (Bcf) 0.33 13.9 541 21.9
Contingent Resources (Bcf) 0.25 11.5 45.8 18.4

1 The mean is the average of the probabilistic resource distribution.

* Contingent Resources, as defined under the Society of Petroleum Engineers Petroleum Resource Management System
(SPE PRMS) guidelines.

Achieving the resources upgrade has been a major
milestone for Advent, and is one of the first steps
in unlocking substantial value as Advent moves
forward to commercialise its onshore Bonaparte
Basin assets.

The current rapid development of the Kununurra
region in northern Western Australia, including the
Ord River Irrigation Area phase 2, the township of
Kununurra, and numerous regional resource projects
provides an exceptional opportunity for Advent to
potentially develop its nearby gas resources.

Advent believes the Ord Expansion project will
impact positively on EP386.

The Department of State Development (WA) has
described the Ord-East Kimberley Expansion Project
as a nation building project to create stronger,
sustainable regional communities in the East
Kimberley. The $415 million investment includes:

$195 million from the Commonwealth Government
for the East Kimberley Development Package, and
$220 million from the WA Government for the Ord
Irrigation Expansion Project.
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The initial phase of works is currently underway
north of Kununurra and adjacent to Advent's EP386
permit. The current Ord expansion project will

bring road infrastructure to within 15 kilometres of
Advent’s Vienta-1 gas well in EP386 and will allow
for the development of Advent’s onshore Bonaparte
Basin gas assets. The construction of all-weather
sealed roads within the Ord phase two project
provides for suitable infrastructure developments to
support a commercial development of the field.

These important investments by the Commonwealth
and WA governments provide the impetus for
Advent to pursue its objective of developing its
wholly owned petroleum resources within EP386
and RL1. Significantly, these investments will

impact markedly on the energy requirements of

the Kununurra region which is currently supplied by
hydroelectricity from the Lake Argyle hydroelectric
facility and diesel power generation.

Advent is in an exceptional position where it
remains the operator and 100% owner of the only
petroleum permits in the vicinity of this region.

Western Australia - Exmouth Sub-Basin (EP325)

Advent has an 8.3% interest (Permit Operator: Strike
Energy Ltd) in a shallow, near shore permit in the
Exmouth sub-Basin region of the Carnarvon Basin,
which contains the undeveloped Rivoli Gas Field.
The Rivoli Gas Field contains approximately 6.8 —

18 PJ of gas. The permit also contains the Rivoli
Deep prospect and other leads. The Joint Venture
is in ongoing discussions with The Department of
Defence and Exmouth Power regarding potential

gas supply.

health = technology = resources

Central Australia - Amadeus, Pedirka, Basins

Advent holds a large shareholding in Australian
onshore hydrocarbon explorer Central Petroleum
Ltd (ASX: CTP). Central Petroleum is actively
exploring in its exploration tenements that cover
approximately 270,000km? of central Australia.

Advent has reserved its right to claim damages from
Central Petroleum Ltd and its subsidiaries following
repudiatory breach of contract regarding farmin by
Advent to Central's permits.
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Company Focus and Developments

BIOTECHNOLOGY Portfolio

Molecular Discovery Systems
Novel Anti-Microtubule Cancer Therapeutics

A team of expert cancer cell biology researchers at
Molecular Discovery Systems (MDSystems) Limited
have used state-of-the-art technology to screen
synthetic molecules and natural extracts for new
anti-cancer drugs. Using high-content imaging and
computational analyses, these drug screening efforts
have now yielded several new compounds that
potentially inhibit cancer cell proliferation.

One of these new anti-proliferative compounds,
discovered by MDSystems cancer cell biology
researcher Dr Robin Scaife, has undergone
considerable development toward pre-clinical

testing of anti-cancer activity. Detailed analyses of clinically important cancer drugs discovered to
chemical analogues of the new drug have yielded a date!’, generating revenue well in excess of one
new compound that exhibits nearly 1000 times the billion USD/yr? . More recently, it has been
biological activity of the initial entity derived by the recognised that some of these microtubule drugs
primary screening process. also selectively target the tumour vasculature. Since
targeting of the tumour vasculature causes rapid
The new compound has undergone extensive tumour shrinkage, a number of new microtubule
in-vitro testing and has been shown to have drugs have been developed in recent years by
substantial tumour inhibitory activity in preliminary a range of pharmaceutical companies. In light
animal testing. This compound is currently being of encouraging initial clinical results, these new
optimised through successive rounds of medicinal microtubule drugs are currently undergoing
chemistry. MDSystems will continue to focus on this extensive testing for anti-cancer activity in humans!.
novel anti-microtubule drug in preparation for pre- The microtubule perturbing compounds recently
clinical studies. discovered by researchers at MDSystems clearly
show the potential to join this class of highly-
The inhibition of cell proliferation and induction of promising new anti-cancer drugs.
cancer cell death is due to the anti-mitotic activity
of these new drugs. Anti-mitotic drugs, such as An exceptional opportunity exists for a drug
the blockbuster microtubule cancer drug Taxol®, development company to participate in this lead
have long been considered to be among the most compound development program.

[l "Taxol has become one of the most valuable cytotoxic chemotherapeutic agents we have in clinical oncology. It has
proven effective in ovarian, breast, lung, and head and neck cancer and it has contributed immensely to the quality of
life of cancer patients,” (www.medicalnewstoday.com/articles/26471.php)

[21 "In 2000. BMS reported its annual sales of Taxol® was $1.592 billion - equal to excess $4.3 million per day”
(www.21cecpharm.com/px)

131 “A taxane is a type of chemotherapy that stops cell division in order to fight tumors. Sales of taxanes were approximately
$2 billion in 2007,” (www.wikinvest.com/stock/Abraxis_BioScience_(ABIl)

14l Read more at Suite101: New Cancer Treatment in FDA Trials, Vascular Disrupting Agents http://www.suite101.com/
content/new-cancer-treatment-in-fda-trials-vascular-disrupting-agents-a279581#ixzz103Z5L4J1
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Dr Robin Scaife has been awarded funding

from the Scott Kirkbride Melanoma Research
Centre (SKMRC) to spearhead a melanoma drug
discovery programme. Although melanomas have
a reputation for being particularly refractory to
therapeutic intervention, some types of melanoma
have recently been shown to respond well to a new
class of customised cancer drugs. Dr Scaife and
his collaborators at the Western Australian Institute
of Medical Research (WAIMR) and the University
of Western Australia will use the high-content
imaging and analysis platform at MDSystems to
screen an arsenal of recently synthesised drug-like
molecules for inhibitors of melanoma cell survival
and proliferation.

Drug Discovery and High-Content Screening
Technology

MDSystems has core expertise in high-content and
high-throughput imaging and analysis, providing
services for researchers worldwide. The MDSystems
owned IN Cell Analyser 1000 (GE Healthcare) is

a semi-automated cellular imaging and analysis
platform that combines high-resolution imaging
and high-content analysis to provide a technology
that rapidly detects and quantifies cellular
properties much faster than conventional methods.
MDSystems has developed and applied a range of
high-content analysis protocols to analyse diverse

cellular processes such as cell proliferation, cell cycle
progression, apoptosis, cytoskeletal changes and
dynamics of intracellular organelles.

A recently synthesized collection of novel drug-
like molecules is available at MDSystems for
High-Content Screening (HCS). High-throughput
screening (HTS) of chemical libraries is widely
regarded as the most efficient and cost effective
approach to finding hits in early drug discovery. In
light of the success of HTS in drug discovery, this
technology has recently been developed to include
high-content imaging and analysis. By providing
access to pathways and phenotypic screening, HCS
permits identification of modulators of a multitude
of intractable molecular and cellular targets.

The screening compounds at MDSystems are

based on novel and relatively complex chemical
scaffolds that have been designed to have desirable
pharmaceutical properties. By permitting analysis of
complex cellular properties, the IN Cell Analyser 1000
at MDSystems is ideally suited for screening of these
chemical resources for new pharmaceutical leads.

MDSystems is currently utilising the IN Cell Analyser
1000 for in-house screening of new lead molecules
for drug development. In addition to the in-house
drug discovery efforts, MDSystems is actively
seeking high-content screening contracts.
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Company Focus and Developments

HLSS5 Technology

MDSystems is working with Professor Peter Klinken
and his team at the Western Australian Institute
for Medical Research (WAIMR) to develop and
validate HLS5 as a novel tumour suppressor gene.
A concerted research effort by leading Australian
scientists has revealed that HLS5 works through
multiple pathways that may target cancer as well
as a range of other diseases such as Huntington’s,
Parkinson's and HIV infection.

The team at WAIMR have uncovered a role for HLS5
in leukaemia and breast cancer, and during that
process they also noticed that the gene interacts
with a number of key proteins involved in one of the
known growth pathways associated with melanoma.
They have been able to demonstrate that HLS5
associates with proteins that are able to regulate the
growth and migration of melanoma cells.

The HLS5 team were awarded a grant from the
National Health and Medical Research Council
(NHMRC). The grant entitled ‘Characterisation of
haemopoietic lineage determining genes’, will
provide funding until 2012. The research conducted
under this grant will continue to look at the role

of HLS5 in blood cell development, leukaemia

and cancer.

Of particular significance were the findings of an
independent study published in Hepatology',
which concluded that reduced HLS5 levels were
shown to correlate with worse tumour grade,
increased tumour size and elevated serum AFP

levels, a marker of liver cancer. The results of this
study indicate that the loss of HLS5 expression is a
critical event in the development and progression
of liver cancer. This independent study greatly
supports the research by MDSystems and WAIMR
on the HLS5 tumour suppressor gene.

MDSystems has exclusive rights to the tumour
suppressor gene HLS5 both as a potential
therapeutic target and also underpinning its
involvement in a variety of disease pathways.

The patent portfolio surrounding HLS5 is currently
going through the various stages of the patent
application process in Australia, Europe, Japan and
the US. The patent “Tumour Suppressor Factor”
has been issued as a patent in the United States of
America and Australia.

Cortical Dynamics
BAR Technology

Cortical Dynamics is working with BPH and
Swinburne University of Technology (SUT) to develop
and commercialise a unique depth of anaesthesia
monitoring system for use during major surgery.

The core technology is based on real time analysis
of the patients electroencephalograph (EEG) using

a proprietary algorithm based on a mathematically
and physiologically detailed understanding of the
brain’s rhythmic electrical activity.

1 Jia, D, Wei, L, Guo, W, Zha, R, Bao, M, Chen, Z, Ge, C, Zhao, F, Chen, T, Yao, M, Li, J, Wang, H, Gu, J & He, X 2011,
Genome-wide copy number analyses identified novel cancer genes in hepatocellular carcinoma, Hepatology, (Accessed
at http://onlinelibrary.wiley.com/doi/10.1002/hep.24495/abstract)
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The theory was developed by Associate Professor
David Liley who heads the scientific team at
Cortical Dynamics, and, for the first time, provides
a meaningful way of relating brain electrical activity
to the underlying physiological processes that
generate it. Cortical Dynamics is confident that the
resulting Brain Anaesthesia Response (BAR) analysis
methodology and index will be a more sensitive
measure of the state of the brain during anaesthesia
than the current alternatives. Alternative
technologies are based on detecting empirical
correlations between subjective assessments of the
level of consciousness and a range of parameters
derived from the quantitative analysis of EEG. This
brain activity monitor also has potential in neuro-
diagnostic applications, including the detection

of the early onset of neurodegenerative diseases
such as Alzheimer’s and Parkinson’s, and in drug
monitoring associated with these conditions.

Cortical Dynamics core technology can be used to
monitor a number of clinical processes. The BAR
monitor has been developed by Cortical Dynamics
to detect the effect of anaesthetic agents on

brain activity and assist anaesthetists in keeping
patients optimally anaesthetised. The research
funded through the NHMRC Development Grant
has enabled substantial improvements in the
performance of the BAR monitor. In particular,

it has resulted in the development of a modified
sensor layout having improved performance

and sensitivity, as well as an upgrade of the data
acquisition module to enable a greater resilience to
the effects of noise and artefact in a range of clinical
monitoring situations.

The Cortical Dynamics team have completed two
clinical trials at The Royal Melbourne Hospital. The
first trial was designed to test the sensitivity of a
new method in quantifying the effect various levels
of nitrous oxide have on measures of anaesthetic
depth. The results were published in the peer
reviewed international journal Computers in Biology
and Medicine. The second trial was designed to
evaluate the sensitivity of the BAR methodology

to opioids and other intravenous anaesthetic

drugs. These trials have provided evidence that the
BAR algorithm is more sensitive than competitive
monitors in detecting the effects of anaesthetics on
brain activity.

health = technology = resources

Cortical Dynamics has analysed a comprehensive
data set obtained from leading European
collaborators. The analysis of this European data
set using the BAR methodology unambiguously
indicated that the effects of remifentanil (a powerful
synthetic opioid) and propofol (a widely used
intravenous general anaesthetic agent) on brain
electrical activity can be differentiated. These
results suggest that analgesia and anaesthesia
may be monitored independently using the EEG.
The results of this analysis have been presented
at the Australian and New Zealand College of
Anaesthetists (ANZCA), and also published in the
prestigious journal Anesthesiology in 2010.

Recently, Cortical Dynamics completed a study of
the major components of the Brain Anaesthesia
Response (BAR) monitoring system. The aim of the
study was to verify the performance of the BAR
system by evaluating the performance of all the
signal gathering and analysing components with
the BAR system. The trial examined the effects of
the hypnotic agent Benzodiazepine Alprazolam

on the EEG of ten healthy individuals. The study
demonstrated that the major components of the
BAR system were capable of robustly replicating
the well documented EEG phenomena of
benzodiazepine agents, the benzodiazepine-
induced "beta-buzz”. The replication of this well
documented phenomenon indicates that the BAR
hardware and software are functioning correctly.
The study provides the necessary verification of the
major components of the BAR system for it to be
used in the planned clinical studies.

The next planned study will be to further validate
the BAR monitoring system in an anticipated 20
person clinical trial, a progressive step in what has
already been a methodical validation process.

The strategic focus for Cortical Dynamics is to
validate the BAR systems measurement and
monitoring of depth of anaesthesia and to complete
development of market ready stand alone products
and modules that integrate with market leading
holistic patient monitoring systems. Cortical
Dynamics will continue to explore collaborative
arrangements such as those with the European
researchers to facilitate development and
commercialisation of the technology.
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BAR Technology (continued)

As previously mentioned the BAR technology also
has many other emerging applications, including
neurodiagnostics pain response monitoring and
neuropharmaceutical drug evaluation, which will be
developed subsequent to the depth of anaesthesia
monitoring system reaching the market.

Cortical Dynamics has 4 patent families currently
going through the various stages of the patent
application process in Australia, Europe, China,
Japan, New Zealand and the US. Cortical Dynamics
has an additional 5th patent application which has
entered the PCT application pathway. “Method

of monitoring brain function” has been issued

as a patent in New Zealand (541615), Australia
(2004206763), Japan (4693763) and the United States
(10542549). Additionally, the patent “Brain Function
Monitoring and Display System” has been issued in
the People’s Republic of China (101528121) and
New Zealand (573460).

In most recent developments, Cortical Dynamics
commenced its initial public offering (IPO) and
has applied for admission to the Official List of the
Australian Securities Exchange.

Diagnostic Array Systems

Diagnostic Array Systems (DAS) has created the
BacTrak™ System which is a diagnostic test for the
detection of respiratory infections (e.g. diagnosis
of pneumonia, Tuberculosis (TB) and Legionella
disease). The DAS system identifies the cause

of disease by testing for multiple bacteria in a
single sputum sample quickly, efficiently and more
accurately than current techniques. The test has
important implications for the clinical management
of infectious diseases by identifying the specific
bacteria responsible for a disease and suggesting
the most effective therapy. Utilisation of the novel
test is intended to provide more information,
more quickly, than alternative methods. It has the
potential to accelerate therapeutic treatment, lead
to a reduction in hospitalisations and help reduce
the overuse of antibiotics.
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Amongst all infectious diseases, respiratory are the
most common illnesses in the world. They are highly
contagious and are easily spread. The disease
causing bacteria can remain in the air where they
can easily reach other individuals by inhalation.

The number of patients suffering from respiratory
infections is increasing, as is the number of deaths
caused by these diseases. DAS has completed their
research with in-house validation and have been in
discussions with third parties to license

the technology.

BPH has assisted with funding the development
of BacTrak™ which includes a number of key
features that underpin its commercial potential.
These include:

e Rapid simultaneous detection of 16 respiratory
pathogens including Tuberculosis (TB),
Legionella, and Methycillin Resistant
Staphylococcus Aureus (MRSA).

® Results within hours rather than days using the
current culture gold standard.

e Sensitivity and positive confirmation for the
16 pathogens from easily obtained clinical
sputum samples.

Direct benefits from the project development
include:

e Earlier, pathogen specific treatment;

e Shorter length of hospital stay;

e Earlier potential isolation of hospital patients;

and

* Reduction in the over-prescription of broad-
spectrum antibiotics.

The core technology underlying this multiplexed
screening is progressing through the various stages
of the application process in Australia, Canada,
China, Europe, Japan and the US.



Directors’ Report

The directors of BPH Energy Ltd (formerly BPH
Corporate Limited) (“BPH Energy”) present their
report on the company and its controlled entities
for the financial year ended 30 June 2011.

Directors

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

D L Breeze
G Gilbert

H Goh

D Ambrosini

Company Secretary

Ms Deborah Ambrosini continues in her role of
Company Secretary. She also holds the position of
Financial Controller of the Company and has over
10 years experience in Corporate accounting roles.

Principal Activities
Exploration

Advent Energy Limited:

BPH Energy currently holds an interest of 27.4% in
unlisted Australian exploration company Advent
Energy Limited ("Advent”).

Advent has assembled a range of hydrocarbon
permits which contain near term production
opportunities with pre-existing infrastructure and
exploration upside.

Advent'’s assets include EP386 and RL1 (100%) in
the onshore Bonaparte Basin in the north of
Western Australia and Northern Territory, PEP11
(85%) in the offshore Sydney Basin and EP325 (8.3%)
in the Exmouth Sub-basin of the Carnarvon Basin
near Exmouth in WA. Advent's portfolio of assets
has an estimated AUD 156m invested historically
on exploration.

health = technology = resources

A mean contingent Resource of 18.4 Bcf for the
Weaber Gas Field (RL1) has recently been assessed,
by an independent third party as a component of
Advent's drive to commercialise its 100% owned
onshore Bonaparte Basin assets. The current rapid
development of the Kununurra region in northern
Western Australia, including the Ord Irrigation
Expansion Project and numerous resource projects,
provides an exceptional opportunity for Advent

to potentially develop its nearby gas resources for
the benefit of the region along with Advent and its
shareholders.

The Sydney Basin is a proven petroleum basin with
excellent potential for the discovery of gas and

oil. The demonstration of an active hydrocarbon
system with seeps reported in the offshore area and
sampling indicated the presence of thermogenic
hydrocarbon gas; this is considered to occur in
basins actively generating hydrocarbons and /

or that contain excellent migration pathways.
Drilling during the period has shown that the

early Permian geological sequence is mature

for hydrocarbons. Whilst no hydrocarbons were
encountered at prognosed target horizons reservoir
quality sandstones of considerable thickness were
observed. Invaluable information was obtained from
the drilling that will allow Advent to further assess
the numerous prospects and leads within PEP11.

Undiscovered prospective recoverable gas resources
for structural targets within the PEP11 offshore
permit have been estimated at 6 trillion cubic

feet (at the P50 level) or up to 23.5 Tcf on a
probabilistic mean calculation. PEP11 lies adjacent
to the most populous region of Australia and the
major industrial hub of Newcastle where LNG
production facilities are mooted for development
(independently of Advent).

Biotechnology:

BPH Energy’s existing Biotechnology investments
include its 3.89% interest in Cortical Dynamics Ltd;
51.82% interest in Diagnostic Array Systems Pty Ltd
and 20% interest in Molecular Discovery Systems Ltd.
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Biotechnology (continued):

Molecular Discovery Systems Limited
("MDSystems’)

Drug Discovery:

MDSystems is currently utilising the IN Cell Analyser
1000 for in-house screening of new molecules for
drug development. The IN Cell Analyser is ideally
suited for screening of chemical compounds that
modulate complex cellular responses.

MDSystems has also discovered a new anti-
microtubule compound. This compound has
undergone extensive in-vitro testing and has been
shown to have substantial tumour inhibitory activity
in preliminary animal testing. This compound is
currently being optimised through successive
rounds of medicinal chemistry.

MDSystems will continue to focus on this novel anti-
microtubule drug, in addition to developing its drug
discovery resources and drug candidate pipeline.

HLS5 Project:

MDSystems is working with the Western Australian
Institute for Medical Research ("WAIMR’) to develop
and validate HLS5 as a novel tumour suppressor
gene. A concerted research effort by leading
Australian scientists has revealed that HLS5 works
through multiple pathways that may target cancer
as well as a range of other diseases such as
Huntington’s, Parkinson’s and HIV infection.

MDSystems has developed an extensive patent
portfolio and has exclusive rights to the tumour
suppressor gene HLS5, both as a potential
therapeutic target and also underpinning its
involvement in a variety of disease pathways.

Cortical Dynamics Limited ('Cortical Dynamics’):

Cortical Dynamics is working with BPH Energy

and Swinburne University of Technology ('SUT’)

to develop and commercialise a unique depth of
anaesthesia monitoring system for use during major
surgery. The core technology is based on real time
analysis of the patients electroencephalograph
(EEQG) using a proprietary algorithm based on

a mathematically and physiologically detailed
understanding of the brain’s rhythmic electrical
activity.
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The Cortical Dynamics team lead by Associate
Professor David Liley has analysed a comprehensive
data set obtained from Europe using the Brain
Anaesthesia Response ("BAR") methodology.

The detailed results were published in the
prestigious peer-reviewed international Journal

of Anesthesiology, Liley et al, 2010, Propfol and
Remifentanil Differentially Modulate Frontal
Electroencephalographic Activity, 113:292-304.
With the paper indicating the potential for the BAR
methodology to separately monitor hypnotic and
analgesic state. At present there is no known EEG
monitor based depth of anaesthesia monitoring
approach that is able to achieve this.

Associate Professor David Liley was a keynote
speaker at the Memory and Awareness in
Anesthesia Symposium (MAAS8) in June 2011,
Milwaukee. The symposium brings together clinical
and research anaesthesiologists, cognitive and
clinical psychologist, neuroscientists, nurses and
other related fields from all over the world.

Cortical Dynamics has applied for admission to
the Official List of the Australian Securities
Exchange Limited.

Diagnostic Array Systems (DAS)

Diagnostic Array Systems (DAS) is working with
BPH Energy and RMIT University to develop and
commercialise BacTrak™, a diagnostic tool that will
enable pathology laboratories and the emergency
departments of hospitals to provide patients with
fast and accurate identification of disease causing
bacteria from a single sputum sample. The test has
important implications for the clinical management
of infectious diseases by identifying the specific
bacteria responsible for a disease. Utilisation of the
novel test is intended to provide more information,
more quickly, than alternative methods. It has the
potential to accelerate therapeutic treatment, lead
to a reduction in hospitalisations and help reduce
the overuse of antibiotics.



Operating Results

The consolidated loss of the economic entity
after providing for income tax was $267,884 (2010
$234,457).

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)
BPH Energy invested $15.9M into unlisted oil and
gas explorer, Advent Energy Limited. The investment
gave BPH Energy 27.4% of Advent's share capital

(b) Investee company Cortical Dynamics applied

for admission to the Official List of the Australian
Securities Exhange (c) Cortical Dynamics’ Associate
Professor David Liley was a keynote speaker at the
Memory and Awareness in Anesthesia Symposium
(MAAS8) in June 2011. (d) Dr Robin Scaife was
awarded funding from the Scott Kirkbride Melanoma
Research Centre to conduct a Melanoma Drug
Discovery program at the Western Australian
Institute of Medical Research.

Financial Position

The net assets of the economic entity increased by
$35,196,716 to $50,893,918 at 30 June 2011. This
increase has largely resulted from the following
factors:

e Cash balances increasing by $1,067,010 after
successful capital raisings

e The Company increasing its investment in
Advent to 27.4%

* Increase in the fair value of the Company’s
investment in Advent of $21,450,000, before
income tax

health = technology = resources

Significant Changes in State of Affairs

During the year BPH Energy conducted a non
renounceable entitlements issue. A total of
103,314,033 shares were issued with $8.237M raised.

On 7 September 2010 MEC Resources Ltd (“"MEC")
sold 3M shares in Advent to BPH Energy at 50c per
share. MEC was issued 18.75M ordinary shares in
BPH Energy as consideration for this sale.

On 3rd December 2010 BPH Energy closed the offer
detailed in the prospectus released to investors in
November 2010. The offer was to acquire shares in
BPH Energy with an option at nil value for every 5
shares purchased exercisable at 20c on or before

8 December 2011. A total 50,951,205 ordinary
shares and 10,190,241 options were issued after
shareholder approval was obtained at the general
meeting held that same day.

On the 3rd December 2010 shareholder approval
was received to perform a consolidation of capital
on a 1:2 basis.

On the 3rd December 2010 shareholder approval
was received to change the name of the Group to
BPH Energy.

On 16th December 2010 BPH Energy increased its
holding in Advent Energy to 27.4%. BPH Energy
subscribed for a 11.4M shares at an issue price of
$1.25 under the Advent Bookbuild.

During the year MDS principal researcher Dr Robin
Scaife was awarded funding from the Scott Kirkbride
Melanoma Research Centre to conduct a Melanoma
Drug Discovery program at the Western Australian
Institute of Medical Research.

On 13th May 2011 BPH Energy entered into a
sub-underwriting agreement with Grandbridge
Securities Pty Ltd. Under the agreement BPH Energy
is to partially underwrite the Cortical Dynamics IPO
up to a maximum of $1.2M. Grandbridge Securities
will receive a sub-underwriting fee of $60,000.
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After Balance Date Events

On 27th July 2011 the Company entered into a loan
variation agreement with Cortical Dynamics to defer
payment of their unsecured loan with the Company
for a period of 12 months.

On 5th August 2011 the Company extended its

unsecured facility with Cortical by an additional 150k.

On 16 August 2011 the Company entered into a
selective buyback agreement with MEC. BPH has
agreed to buy back up to $1.35 million of MEC
Resources’ shareholding in the Company. The
number of buy-back shares will be determined by
dividing the total consideration by the 5-day volume
weighted average closing price of shares prior to
the date of the buy-back. The proposed buyback

is subject to shareholder approval which is to be
sought at an extraordinary general meeting of the
BPH shareholders to be held on 15 September 2011.

On 19 August 2011 Advent Energy repaid an
amount of $1.8M in full and final settlement of its
obligations under the secured loan agreement
entered into with the Company on 15 June 2010.

Environmental Issues

The consolidated group’s operations are not
regulated by any significant environmental
regulation under law of the Commonwealth or of a
state or territory.

Future Developments

The entity will continue its investments in energy
resource project and to assist its investee
companies to commercialise breakthrough
biomedical research developed in universities,
medical institutes and hospitals.
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Information on Directors
D L Breeze — Age 57

Managing Director and Executive Chairman
Shares held — 6,509,811
Unlisted Options held - 1,000,000

David is Chairman of Grandbridge Limited, a
publicly listed investment and advisory company
and an Executive Director of MEC Resources Ltd,
Advent Energy Ltd and Cortical Dynamics Ltd.

David is a Corporate Finance Specialist with
extensive experience in the stock broking industry
and capital markets. He has been a corporate
consultant to Daiwa Securities; was formerly
Manager of Corporate Services for Eyres Reed
MclIntosh 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 Fellow 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.

G Gilbert — Age 63

Non-Executive Director
Shares held — 480,769
Unlisted Options 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.

H Goh - Age 56

Non-Executive Director

Shares held — 480,769
Unlisted Options held — nil

Hock was formerly President of Network and
Infrastructure Solutions, a division of Schlumberger
Limited, based in London with revenue in excess
of US$1.5 billion. He had global responsibility

of Schlumberger's outsourcing services, security,
business continuity and networked related
business units.

Prior to that, Hock was President of Schlumberger
Asia based in Beijing, China where he managed
their Asian operations consisting of a broad range
of services including oil field services, outsourcing,
financial software and smartcards. Hock was
responsible for US$800 million in revenue and more
than 2,000 employees spread across 17 countries.

In his 25 year career with Schlumberger, Hock held
several other field and management responsibilities
in the oil and gas industry spanning more than ten
countries in Asia, the Middle East and Europe. Hock
started as an oil field service engineer in Indonesia

health = technology = resources

in 1980 before moving to Australia where he worked
on rigs in Roma, Queensland, Bass Strait in Victoria
and the Northwest Shelf, offshore Western Australia.

Hock is also an operating partner with Baird Capital
Partners, the U.S. based buyout fund of Baird Private
Equity, providing change-of-control and growth
capital to middle-market companies. Baird Private
Equity has raised and managed $1.7 billion in capital.

Hock is the Chairman of Netgain Systems, a
network monitoring software provider. He also
serves on the Board of Xaloy Holdings, a US based
steel components manufacturer for the plastic
industry, as well as an independent director of
THISS Technologies Pte Limited, a Singapore based
satellite communication provider. He received

his B Eng (Hons) in Mechanical Engineering from
Monash University, Australia. He also completed
an Advanced Management Program at INSEAD/
France in 2004.

Hock is Chairman of ASX listed company MEC
Resources Ltd.

D Ambrosini — Age 37

Executive Director
Shares held — nil
Unlisted Options held - 1,000,000

Deborah is a chartered accountant with over 11
years' experience in accounting and business
development spanning the biotechnology, mining,
IT communications and financial services sectors.
She has extensive experience both nationally and
internationally in financial and business planning,
compliance and taxation.

Deborah is a member of the Institute of Chartered
Accountants and was a state finalist in the 2009
Telstra Business Woman Awards. Deborah was also
a recipient of the highly regarded 40 under 40 award
held by the WA Business News.

Deborah is also a Director of ASX listed MEC

Resources Ltd, and unlisted entities Advent Energy
Ltd and Cortical Dynamics Ltd.
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Remuneration Report

This report details the nature and amount of
remuneration for each director of BPH Energy
Limited, and for the executives receiving the highest
remuneration.

D L Breeze — Executive Chairman
H Goh — Non-Executive Director
G Gilbert — Non-Executive Director

D Ambrosini — Executive Director
and Company Secretary

Remuneration Policy

The remuneration policy of BPH Energy Limited

has been designed to align director and executive
objectives with shareholder and business objectives
by providing a fixed remuneration component

and offering specific long-term incentives as
determined by the board and/or shareholders.

The board believes the remuneration policy to be
appropriate and effective in its ability to attract

and retain the best executives and directors to run
and manage the economic entity, as well as create
goal congruence between directors, executives and
shareholders.

The board’s policy for determining the nature
and amount of remuneration for board members
and senior executives of the economic entity is
as follows:

e The remuneration policy, setting the terms and
conditions for the executive directors and other
senior executives, was developed and approved
by the board after seeking professional advice
from independent external consultants.

e All executives receive a base salary (which is
based on factors such as length of service and
experience), superannuation, fringe benefits,
options and performance incentives.

e The board reviews executive packages
an