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This half-year financial report does not include all the notes of the type normally included in an annual 
financial report. Accordingly, this report is to be read in conjunction with the annual report for the year ended 
30 June 2010 and any public announcements made by Calzada Limited during the interim reporting period in 
accordance with the continuous disclosure requirements of the ASX Listing Rules. 
 
 



 

 

DIRECTORS’ REPORT 
FOR THE HALF-YEAR ENDED 31 DECEMBER 2010 

 

The Board of Directors of Calzada Limited (“Calzada”) present their report in respect of the financial half-year ended 

31 December 2010. 

 

DIRECTORS 

The Company‟s Directors in office during or since the half-year are as detailed below.  Directors were in office for the entire 

reporting period unless otherwise stated. 

 

Mr David Franklyn, Executive Chairman  

Mr Oliver Stevens, Non-Executive Director 

Mr George Cameron-Dow, Non-Executive Director (resigned 22 November 2010)  

Dr John Chiplin, Non-Executive Director (appointed 18 October 2010) 

Mr Bruce Rathie, Non-Executive Director  

 

FINANCIAL RESULT 

 

The net loss of the consolidated entity attributable to members of the parent entity (after excluding the loss attributable to non 

controlling interests) for the half-year ended 31 December 2010, after income tax expense of $96,145, was $1,975,560 (2009: 

$810,672). 

 

The total net loss of the consolidated entity (including the loss attributable to non controlling interests) for the half-year ended 31 

December 2010 , after income tax expense of $96,145, was $1,979,837 (2009: $1,198,076).    

 

Revenue and income for the period totalled $339,179, (2009: $296,724) including interest revenue of $171,534 (2009: 

$251,728) and sale of materials of $62,872 (2009: $44,996).   

 

The net loss before income tax totalled $1,883, 692 (2009:$1,198,076). After deducting non cash items and one off corporate 

expenses of $567,459 the net loss before income tax is $1,316,233. 

 

Calzada has no borrowings. 

 

PRINCIPAL ACTIVITIES  

During the six months ended 31 December 2010, Calzada held 100% shareholding in PolyNovo Biomaterials Pty Ltd 

(PolyNovo) and total ownership of a portfolio of drug delivery assets primary relating to the AOD9604 compound. 

 

PolyNovo owns and develops a suite of highly prospective biodegradeable polymers (NovoSorb
TM

) with potential applications 

across numerous medical fields. The group has licence agreements and alliances with a number of the world‟s leading medical 

device companies targeting large end markets and also has joint ventures and commercial arrangements with local experts in 

more specialist areas. 

 

Metabolic Pharmaceuticals Pty Ltd is developing the company‟s AOD9604 anti-obesity and bone health intellectual property. A 

range of applications in these areas are under investigation. 

 

REVIEW OF OPERATIONS  

 

CALZADA LIMITED 

Calzada has two wholly owned subsidiaries, PolyNovo Biomaterials Pty Ltd and Metabolic Pharmaceuticals Pty Ltd.  

PolyNovo owns and develops a suite of highly prospective biodegradable polymers (NovoSorb
TM

) with potential applications 

across a number of medical fields. The company has an internal program aimed at developing a device for the treatment of full 



 

 

thickness burns (NovoSkin
TM

) and several partnerships including a technology licence with Smith and Nephew in two orthopedic 

fields and a joint feasibility study with a major US based medical device company. 

Calzada established Metabolic Pharmaceuticals to commercialise the company‟s AOD9604 anti-obesity compound. It is 

intended that applications aimed at the treatment of obesity and the prevention and treatment of osteoporosis will be 

investigated. The company has entered a licensing agreement with Phosphagenics Ltd to develop a cosmetic cream for the 

treatment of cellulite and localised fat reduction. This is being advanced at Phosphagenics (ASX:POH). Calzada will receive 

royalties on sales of this product. 

 

Calzada appoints CEO 

In November 2010, Calzada recruited an experienced biotechnology executive, Dr Stewart Washer, as CEO to oversee the 

business growth. Stewart has over 20 years of commercial experience and has worked in the fields of drug development and 

medical devices which are relevant to Calzada.  

 

Prior to this Calzada appointed Dr John Chiplin to the Board of Directors. John is one of the most successful life sciences 

professionals in the Australian industry.  

 

Through these appointments, Calzada has committed to focus on developing its biotechnology assets to realise value through 

partnering and licensing. 

 

POLYNOVO BIOMATERIALS PTY LTD 
During the period, the strategy of PolyNovo was refined to focus on projects with lower risk and shorter timeframe to reach the 

clinic. With this in mind, the company is focused on the Bioresorbable Temporising Matrix (BTM) developed internally with 

NovoSkin
TM

 for the treatment of burns. The BTM design is in its final phase and a human clinical trial is expected to start in 

2011. This is likely to be a „first in man‟ for our Novosorb
TM

 polymer and represent a major value point for this project and the 

NovoSorb
TM

 technology platform in general. 

 

The key actions in this strategy are;   

 Focus on NovoSkin‟s BTM to achieve first in man in a timely fashion 

 Obtain ISO 13485 certification (Quality Management System for Medical Devices) 

 Identify low risk applications for internal and external developments leveraging our existing NovoSorb formulations 

and safety data 

 Put on hold developments requiring new polymer formulations and processes 

 

Major License Partner 

PolyNovo has development programs with the US based medical device company Smith & Nephew covering fracture fixation 

and bone void fillers. 

 

Fracture fixation: the bench testing of various formulations is still progressing with an animal trial currently underway and results 

expected by the end of Q1 2011.   

 

Bone void filler is an injectable polymer to treat a bone void created by trauma or disease, such as cancer.  

Smith & Nephew have been successful in securing a US government grant to create and develop a “fracture putty” bone void 

filler aimed at revolutionizing the treatment of battlefield injuries. This project utilises PolyNovo‟s Novosorb
TM

 technology to 

repair load bearing fractures caused by war injury.  

 

NovoSkin  

This project is making good progress on developing a Bioresorbable Temporising Matrix (BTM) to aid in the healing process of 

severe burns patients.  

 

The clinical team is currently testing BTM in vivo (animal models). The results to date from the 12 animals implanted with 

different variations of the BTM are extremely promising and will be presented by our Novoskin partner, A/Prof. John Greenwood 

at the American Burn Association Conference in Chicago (at the end of March 2011). Results from the next 12 animals will be 



 

 

available by June 2011. This data set will form part of the technical dossier required for a human trial along with the ISO 10993 

safety studies currently undertaken at BSL Bioservice Gmbh in Germany.  

 

Discussions have been initiated with the FDA with a view to generate a material master file that covers a range of NovoSorb
TM

 

polymers for future regulatory approval. 

 

Other Collaborations 

A joint feasibility study with a major US based medical device company, which is a leader in its field, has been extended for up 

to 12 months with total milestone payments of US $400,000. The extension allows for the parties to exclusively negotiate a 

license agreement in the field. The first payment of US $100,000 has been received. 

 

Interest in NovoSorb
TM

 technology remains high, with PolyNovo receiving regular contact from overseas and domestic groups 

seeking to evaluate the technology.  

 

Intellectual property 

PolyNovo continues to strengthen its patent portfolio. As previously reported, the patent over the “in-situ cure” NovoSorb
TM

 

technology has been granted in Australia, Malaysia and in China.  A Novosorb
TM

  thermoplastic patent, Australian Patent 

Number 2005223917 has been granted in Australia. 

 

METABOLIC PHARMACEUTICALS PTY LTD 

Metabolic Pharmaceuticals Pty Ltd was established to commercialise Calzada‟s AOD9604 molecule. A cost effective out-

licensing strategy has been adopted as the means to maximise shareholder value with minimal funds being applied to conduct 

further trials. Focus has been on applications of AOD9604 aimed at the prevention and treatment of osteoporosis and obesity-

related disorders. 

 
This strategy has resulted in the following: 
 

 After a one year period of collaboration with Phosphagenics Ltd (ASX:POH), an option to license AOD9604 was 

exercised by Phosphagenics in September 2010.  Under the terms of this license Phosphagenics will include 

AOD9604 as an active component in a topical cosmetic cream aimed at reducing cellulite and the size of fat cells 

localised under the skin.  Phosphagenics will pay Metabolic royalties on future sales of this product which is planned 

to be launched in Australia in April 2011 and subsequently in other parts of the world. 

 

 Investigated the manufacture of AOD9604 in China and in other countries (including the USA) and sales of AOD9604 

over the internet. As announced on 1 December 2010, research conducted by Hong Kong based Global Insight 

provided a basis for determining that the size of the „Black market‟ trade in AOD9604 from just the Shanghai region 

of China. This is estimated to be in the range US$2m to US$20m per annum. The total global market, which now 

includes four US based manufacturers, would be of significantly greater value. While Calzada does not intend to 

pursue these manufacturers, the emergence of this Black Market for AOD9604 demonstrates that there is a high 

demand for this as yet unproven Calzada product. 

 

 Reviewed the options for marketing AOD9604 into the US market as a dietary supplement.  US legal advice was 

obtained on the The Dietary Supplement Health and Education Act of 1994 (“DSHEA”) which amended the Federal 

Food, Drug and Cosmetic Act (“FDCA”) to establish a definition for “dietary supplement.”  The advice confirmed no 

apparent legal barrier to selling AOD9604 as a dietary supplement in the USA. Calzada is developing a plan to take 

this forward and has opened discussions with potential partners in this area. 

 

 Commenced new research into the osteoporosis application for AOD9604. An in vitro study of the effect of AOD9604 

on human Osteoblasts was conducted by Professor Marc Grynpas, Mt Sinai Hospital, Toronto. In recently released 

results AOD9604 performed positively in the study, demonstrating bone mineralisation by human stem cells in vitro. 

This proves that AOD9604 could be a good candidate to treat diseases such as osteoporosis or in applications 

promoting bone growth. Five previous studies have demonstrated that AOD9604 works in osteoporotic rat models to 



 

 

prevent bone resorption and promote bone growth. These results will be used to complete a data package for 

partnering discussions with pharmaceutical and medical device companies.  

 

 Reviewed other pharmaceutical and over the counter (OTC) out-licensing applications of AOD9604 including sub-

cutaneous, sub-lingual, implant, coated oral, dietary supplements and other OTC products for the obesity and 

osteoporosis applications. 

 

In this coming year we plan to continue to support our partnership with Phosphagenics in the development of their cosmetic 

cream containing AOD9604, develop a complete plan around taking AOD9604 forward as a dietary supplement to market as a 

treatment for obesity and discuss the licensing of AOD9604 with Pharmaceutical companies in the area of osteoporosis and 

bone health. 

 

INHERENT RISKS OF INVESTMENT IN BIOTECHNOLOGY COMPANIES 

There are many inherent risks associated with the development of pharmaceutical and medical device products to a marketable 

stage. The clinical trial process is designed to assess the safety and efficacy of a drug or medical device prior to 

commercialisation and a significant proportion of drugs and medical devices fail one or both of these criteria. Other risks include 

uncertainty of patent protection and proprietary rights, whether patent applications and issued patents will offer adequate 

protection to enable product development, the obtaining of necessary regulatory authority approvals and difficulties caused by 

the rapid advancements in technology.  

 

Companies such as Calzada are in part dependent on the success of their research projects and on the ability to attract funding 

to support these activities. Investment in research and development projects cannot be assessed on the same fundamentals as 

trading and manufacturing enterprises. Thus investment in companies specialising in these, such as Calzada, must be regarded 

as highly speculative. Calzada strongly recommends that professional investment advice be sought prior to such investments. 

 

Forward-looking statements 

This report may contain forward-looking statements regarding the potential of the Company‟s projects and interests and the 

development and therapeutic potential of the Company‟s research and development. Any statement describing a goal, 

expectation, intention or belief of the Company is a forward-looking statement and should be considered an at-risk statement. 

Such statements are subject to certain risks and uncertainties, particularly those inherent in the process of discovering, 

developing and commercialising drugs that are safe and effective for use as human therapeutics and the financing of such 

activities. There is no guarantee that the Company‟s research and development projects and interests (where applicable) will 

receive regulatory approvals or prove to be commercially successful in the future. Actual results of further research could differ 

from those projected or detailed in this report. As a result, you are cautioned not to rely on forward-looking statements. 

Consideration should be given to these and other risks concerning the Company‟s research and development program referred 

to in this report. 

 

AUDITOR’S INDEPENDENCE DECLARATION 

The auditor‟s independence declaration as required by section 307C of the Corporations Act 2001 is set out on the following 

page. 

 

Signed in accordance with a resolution of the Directors 

 

 

 

 

Mr David Franklyn - Chairman 

22 February 2011 

 

 



 

 

 

 

 

 

 

 

Auditor’s Independence Declaration to the Directors of Calzada Limited  

 

In relation to our review of the financial report of Calzada Limited for the half-year ended 31 December 2010, to the best of my knowledge and belief, 

there have been no contraventions of the auditor independence requirements of the Corporations Act 2001 or any applicable code of professional 

conduct. 

 

 

 

 

Ernst & Young 

 

 

 

Don Brumley 

Partner 

22 February 2011 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Consolidated Statement of Comprehensive Income  
 

FOR THE HALF-YEAR ENDED 31 DECEMBER 2010 Notes 31 December 
2010 

$ 

31 December 
2009 

$ 
    
Finance revenue   171,534  251,728 
    
Sales of materials                     62,872                    44,996 
Licence revenue 
Other income   

  98,328 
6,445 

 - 
 - 

    
    
Operating leases   (154,380)  (177,387) 
Employee related expenses 4  (621,789)  (495,038) 
Research & development   (310,141)  (170,487) 
Depreciation and amortisation expense   (125,991)  (120,552) 
Corporate finance and administration expenses   (782,970)  (531,336) 
Impairment expense – available for sale asset    (5,000)  - 
Loss on sale of available for sale asset 10  (222,600)  - 
    

    
Net Loss before income tax   (1,883,692)  (1,198,076) 
    
Income tax expense   (96,145)  - 
    

    
Net loss for the period   (1,979,837)  (1,198,076) 

    
Loss attributable to non controlling interest   4,277  387,404 
    

Loss attributable to members of the parent entity   (1,975,560)  (810,672) 

    
Other comprehensive income    
    
Net fair value gains on available for sale financial assets                       -  13,750 
Disposal of available for sale financial asset (net of tax) 10        (224,339)  - 
    
Other comprehensive income for the period   (224,339)  13,750 
    

Total Comprehensive income for the period   (2,204,176)  (1,184,326) 

    
Note: No other comprehensive income relates to the non controlling interest. 
    
Loss per share    
Basic loss per share (cents per share) 5  (0.57) cents  (0.27) cents 
Diluted loss per share (cents per share)  5  (0.57) cents  (0.27) cents 
 
 
    
    
    
 
 
The accompanying notes form part of these financial statements. 
 

 

 



 

 

Consolidated Statement of Financial Position 
 

AS AT 31 DECEMBER 2010 Note 31 December 
2010 

$ 

30 June 
2010 

$ 

ASSETS    

Current Assets    
Cash and cash equivalents 6 8,011,203 5,982,657 
Receivables  222,392 81,423 
Prepayments  97,279 211,428 
Other financial assets  60,000 60,000 

Total Current Assets  8,390,874 6,335,508 

    
Non-Current Assets    
Available-for-sale financial assets  20,000 4,382,162 
Property, plant and equipment 7 1,563,168 1,677,440 
Intangible assets  2,519,788 2,519,788 
Other  110,940 106,544 

Total Non-Current Assets  4,213,896 8,685,934 

    
TOTAL ASSETS  12,604,770 15,021,442 

    

 

LIABILITIES 

   

Current Liabilities    
Trade and other payables  496,700 756,589 
Provisions  55,885 52,315 
Financial liability  62,423 62,403 
Unearned grant revenue  41,000 41,000 

Total Current Liabilities  656,008 912,307 

    
Non-Current Liabilities    
Provisions     37,615 29,855 
Deferred tax liability  337,436 337,436 

Total Non-Current Liabilities  375,051 367,291 

    
TOTAL LIABILITIES  1,031,059 1,279,598 

    
NET ASSETS  11,573,711 13,741,844 

    

 

EQUITY 

   

Contributed Equity 8 90,358,605 90,358,605 

Reserves 9 1,083,272 1,271,568 

Retained Earnings/(Accumulated losses)  (79,854,838) (77,879,278) 

Parent interests  11,587,039 13,750,895 
Non-controlling interest  (13,328) (9,051) 
    

TOTAL EQUITY  11,573,711 13,741,844 

    
 

The accompanying notes form part of these financial statements. 



 

 

Consolidated Statement of Changes in Equity 
FOR THE HALF-YEAR ENDED 31 DECEMBER 2010 

 
 

 Contributed 
Equity 

Gains/ 
(Losses) 

on 
Available-
For-Sale 
Financial 
Assets 

Other 
Reserves 

Acquisition 
of Non 

Controlling 
Interest 
Reserve 

Deferred 
tax on 

available-
for-sale 
assets 

Retained 
Earnings/ 

(Accumulated 
Losses) 

Owners of 
the parent  

Non 
Controlling 

interest 

Total 

 $ $ $ $ $ $ $ $ $ 

As at 1 July 2009 89,081,446 17,500 1,507,325 - - (76,017,719) 14,588,552 1,234,306 15,822,858 

          
- Loss for the period - - - -  (810,672) (810,672) (387,404) (1,198,076) 
- Other 

Comprehensive 
Income 

- 13,750 - - - - 13,750 - 13,750 

Total comprehensive 
income for the 
period 

- 13,750 - - - (810,672) (796,922) (387,404) (1,184,326) 

          
Transactions with 
owners in their 
capacity as owners 

         

- Acquisition of non 
controlling interest 
from exercise of 
option in PolyNovo 
Biomaterials Pty 
Ltd  

- - - 139,301 - - 139,301 (139,301) - 

As at 31 December 
2009 

89,081,446 31,250 1,507,325 139,301 - (76,828,391) 13,930,931 707,601 14,638,532 

          
          

As at 1 July 2010 90,358,605 337,984 1,507,325 (477,596) (96,145) (77,879,278) 13,750,895 (9,051) 13,741,844 

          
- Loss for the period - - - -  (1,975,560) (1,975,560) (4,277) (1,979,837) 
-     Other 

Comprehensive 
Income 

- (320,484) - - 96,145 - (224,339) - (224,339) 

Total comprehensive 
income for the 
period 

- (320,484) - - 96,145 (1,975,560) (2,199,899) (4,277) (2,204,176) 

          
Transactions with 
owners in their 
capacity as owners 

         

- Share based 
payments  

- - 36,043 - - - 36,043 - 36,043 

As at 31 December 
2010 

90,358,605 17,500 1,543,368 (477,596) - (79,854,838) 11,587,039 (13,328) 11,573,711 

 

 
  The accompanying notes form part of these financial statements. 



 

 

Consolidated Cash Flow Statement 
 

FOR THE HALF-YEAR ENDED 31 DECEMBER 2010 Note 31 December 
2010 

$ 

31 December 
2009 

$ 
    

Cash Flows from Operating Activities    

Payments to suppliers and employees  (1,846,545) (1,394,406) 
Proceeds from the sale of materials   42,062 44,996 
Sundry income   4,568 - 

Net cash outflows used in operating activities  (1,799,915) (1,349,410) 

    
    

Cash Flows from Investing Activities    

Interest received  135,250 387,300 
Payments for plant and equipment  7 (11,719) (11,903) 
Acquisition of available for sale assets  (432,716) - 
Proceeds from the sale of available for sale assets  4,137,646 - 

Net cash inflows/(outflows) used in investing activities  3,828,461 375,397 

    
    

Cash Flows from Financing Activities    

Net cashflows from financing activities  - - 

    
Net increase/(decrease) in cash and cash equivalents  2,028,546 (974,013) 
    
Cash and cash equivalents at beginning of period  5,982,657 12,235,546 
    

Cash and cash equivalents at the end of period 6 8,011,203 11,261,533  

 
 
The accompanying notes form part of these financial statements. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 



 

 

Notes to the Consolidated Financial Statements 
FOR THE HALF-YEAR ENDED 31 DECEMBER 2010 

 

1 CORPORATE INFORMATION 
The financial report of Calzada Limited and its controlled entities for the half-year ended 31 December 2010 was 
authorised for issue in accordance with a resolution of the Directors on 22 February 2011. 

Calzada Limited is a company limited by shares incorporated in Australia whose shares are publicly traded on the 
Australian Securities Exchange (ASX code: CZD).    

 

2 BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT 
This half-year financial report does not include all notes of the type normally included within the annual financial 
report and therefore cannot be expected to provide as full an understanding of the financial performance, financial 
position and financing and investing activities of the consolidated entity as the full annual financial report. 

This half-year financial report should be read in conjunction with the annual financial report of Calzada Limited  for 
the year ended 30 June 2010, which was prepared in accordance with the requirements of the Corporations Act 
2001, the ASX Listing Rules, applicable Australian Accounting Standards (including International Financial 
Reporting Standards) and other mandatory professional reporting requirements. 

It is also recommended that the half-year financial report be considered together with any public announcements 
made by Calzada Limited during the half-year ended 31 December 2010 in accordance with the continuous 
disclosure requirements of the Corporations Act 2001 and the ASX Listing Rules. 

 

(a)  Basis of accounting 
This half-year financial report for the period ended 31 December 2010 is a general-purpose financial report, which 
has been prepared in accordance with the requirements of the Corporations Act 2001, AASB 134 Interim Financial 
Reporting and other mandatory professional reporting requirements. 

The half-year financial report has been prepared on an historical cost basis, except for available-for-sale financial 
assets that have been measured at fair value. 

The half-year financial report is presented in Australian dollars. 

For the purpose of preparing the half-year financial report, the half-year has been treated as a discrete reporting 
period.  

 

(b)  Significant accounting policies 
The accounting policies adopted in this half-year financial report are consistent with those used in the annual 
financial report for the year ended 30 June 2010. 
 

 

3 SEGMENT INFORMATION 
The chief operating decision maker is the Chief Executive Officer of the Company. Prior to the Chief Executive 
Officer commencing on 22

 
November 2010 it was the Chairman. He reviews the entity as one operating unit and 

therefore there is only one operating segment. 
 

4 EXPENSES 

 
 
 
 
 
 
 

 

 31 December 
2010 

$ 

31 December 
2009 

$ 
Employee benefits expense   

Wages and salaries (469,369) (349,828) 
Superannuation (40,499) (31,106) 
Share-based payments expense  (36,043) - 
Directors fees (64,550) (100,095) 
Long service leave provision  (7,760) (6,584) 
Annual leave provision  (3,568) (7,425) 

 (621,789) (495,038) 



 

 

Notes to the Consolidated Financial Statements 
FOR THE HALF-YEAR ENDED 31 DECEMBER 2010 

 
 

5 LOSS PER SHARE 
 

 31 December 
2010 

 

31 December 
2009 

 
Basic loss per share (cents)  (0.57) cents  (0.27) cents 
Diluted loss per share (cents)  (0.57) cents  (0.27) cents 
   
(a) Net loss used in the calculation of basic and diluted loss 

per share 
 

($1,975,560) 
 

($810,672) 
   
(b) Weighted average number of ordinary shares on issue used 

in the calculation of basic loss per share 
 

346,632,277 
 

301,466,445 
   
   
As the Company has incurred a loss for the half-years ended 31 December 2010 and 
31 December 2009, potential ordinary shares, being options and performance rights to acquire 
ordinary shares, are considered non-dilutive and therefore not included in the diluted loss per share 
calculation. 
 

 
6 CASH AND CASH EQUIVALENTS 

Cash and cash equivalents are comprised of the following: 
 
 31 December 

2010 
$ 

30 June 
2010 

$ 
Cash at bank and in hand 211,203 982,657 
Short term deposits 7,800,000 5,000,000 

 8,011,203 5,982,657 

The Company has no borrowings. 
 

7 PROPERTY, PLANT AND EQUIPMENT 
 

Acquisitions and disposals 
During the half-year ended 31 December 2010, the consolidated entity acquired assets with a cost of $11,719 
(2009: $11,903).  No assets were disposed of or impaired by the consolidated entity during the half-year ended 31 
December 2010 (2009: $nil). 
 

Impairment  
A review of the carrying value of the remaining plant and equipment determined no impairment at the review date. 
 

8  CONTRIBUTED EQUITY 

 31 December 2010 30 June 2010 

  
No. of 
Shares 

 
$ 

 
No. of 
Shares 

 
$ 

 
Fully paid ordinary shares 

 
346,632,277 

 
90,358,605 

 
346,632,277 

 
90,358,605 

 

  During the period under review no fully paid ordinary shares were issued or cancelled by the Company. 

 
 
 
 
 
 
 
 



 

 

 

Notes to the Consolidated Financial Statements 
FOR THE HALF-YEAR ENDED 31 DECEMBER 2010 

 

9  RESERVES 

 Consolidated Group 
 

 
 

31 December 
2010 

$ 

30 June 
2010 

$ 
    
 Share based payments reserve (i) 1,543,368 1,507,325 

Gains/(losses) on available-for-sale financial assets (ii) 17,500 337,984 
Deferred tax on available-for-sale financial assets (iii) - (96,145) 
Acquisition of non controlling interest reserve (iv) (477,596) (477,596) 

 Balance at end of period   1,083,272  1,271,568 

   
 

(i) This reserve is used to recognise the fair value of options issued but not exercised.  
 

 31 December 2010 30 June 2010 

  
No. of 

Options 

 
$ 

 
No. of 

Options 

 
$ 

 
Share Based Payments Reserve 

 
12,401,668 

 
1,543,368 

 
nil 

 
1,507,325 

 
During the period under review Calzada issued 12,401,668 options under the Calzada Employee Share Option 
Plan.  
 
Post balance date 200,000 options were cancelled. During the period under review no employee options were 
forfeited, expired or exercised. There have been no ordinary shares issued since the reporting date and before the 
completion of this report.  

 
(ii) This reserve represents the gains/losses on available-for-sale financial assets recognised in equity. 
(iii) This reserve represents the deferred tax effect from the gains/losses on available-for-sale financial assets 

recognised in equity. 
(iv) This reserve represents the premium paid by Calzada Limited for the non-controlling interest in Polynovo 

Biomaterials Pty Ltd. 
 
10 DISPOSAL OF AVAILABLE FOR SALE FINANCIAL ASSET 
 

During the period under review Calzada sold its entire shareholding in the ASX Listed Avexa Limited (ASX code: 
AVX). On disposal, the cumulative gain of $224,339 (net of tax) previously recognised in equity was recognised in 
Other Comprehensive Income at 31 December 2010. Details of the transaction are as follows: 
 
                  $ 
Reversal of unrealised gain on available for sale financial assets    (320,484) 
Reversal of tax on unrealised gain            96,145 
Total  recognised in Other Comprehensive Income 
on disposal of available for sale asset        (224,339) 
        

 
The amount recognised in the income statement for the period 31 December 2010 of $222,600 represents the 
difference between the amount paid for the shares of $4.36m and the amount which the Company received as a 
result of selling their interest in Avexa, being $4.14m. This being a loss on sale of the „available for sale‟ financial 
asset. 

 
 
 



 

 

 

Notes to the Consolidated Financial Statements 
FOR THE HALF-YEAR ENDED 31 DECEMBER 2010 
 
 
11 POLYNOVO BIOMATERIALS PTY LTD ACQUISITION 

 
There have been no business combinations during the half year ended 31 December 2010.  
 
Acquisition of PolyNovo Biomaterials Limited 
 
The fair value of the identifiable assets and liabilities of PolyNovo Biomaterials Limited as at the date of its 60% 
acquisition on 17 December 2008 was: 

  
 Carrying Value 

 
$ 

Recognised on 
Acquisition 

$ 
Cash and cash equivalents 2,588,149 2,588,149 
Trade and other receivables 184,681 184,681 
Other current assets 255,927 255,927 
Property, plant and equipment 1,790,622 1,790,622 
Intangible Assets 5,100,000 2,519,788 
Trade and other payables (979,465) (979,465) 
Provisions – employee entitlements (138,096) (138,096) 
Deferred tax liability (1,530,000) (755,936) 

Total of identifiable net assets 7,271,818 5,465,670 

Acquisition of 60%  3,279,402 

   
Cost of the combination:   
- Total cash payment  3,500,000 
- Value attributable to Options to subscribe for further 
  Series A shares in PolyNovo 

  
(475,000) 

- Costs associated with the acquisition  254,402 

Total cost of the combination  3,279,402 

   
The cash outflow on acquisition to date is as follows:   
- Net cash acquired with the subsidiary  2,588,149 
- Total cash payment  (3,500,000) 
- Costs associated with the acquisition  (254,402) 

Net cash outflow  (1,166,253) 

 
 Purchase of Non Controlling Interest 

 
On 16 November 2009, Calzada Limited exercised the first of 5 options to acquire a further 5.9% (5,928,571 series 
A shares) of PolyNovo Biomaterials Pty Ltd. The options were granted to Calzada when it acquired its initial 60% 
holding in PolyNovo. This transaction increased Calzada‟s holding in PolyNovo from 60% to 65.9%. 

 
The option exercise price was $1,000,000. There were no transaction costs. 
 
On 13 January 2010 Calzada acquired Xceed Capital‟s shareholding in Polynovo. On 18 February 2010 Calzada 
acquired CSIROs shareholding in Polynovo, giving Calzada 100% ownership. This was in exchange for shares in 
Calzada.  
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12 SHARE BASED PAYMENTS 
 

On 23 November 2010, 6,400,000 share options were granted to Dr Stewart Washer under the Calzada Employee 
Share Option Plan upon his appointment as Chief Executive Officer of Calzada Limited. The terms of the options 
are detailed below.  
 
Number    Expiry date   Vesting dates  Price 
 
Tranche 1 
1,600,000    23 November 2013 23 November 2010 $0.04 
1,600,000    23 November 2013 23 November 2011 $0.04 
 
Tranche 2  
1,600,000    23 November 2013 23 November 2010 $0.06 
1,600,000    23 November 2013 23 November 2011 $0.06 
 
On 15 December 2010, 6,001,667 share options were issued to staff under the Calzada Limited Employee Share 
Option Plan. The terms of the options are detailed below: 
 
Number    Expiry date   Vesting dates  Price 
 
Tranche 1                  
1,355,834    01 December 2013 15 December 2010 $0.04 
   822,500    01 December 2013 15 December 2011 $0.04 
   822,500    01 December 2013 15 December 2012 $0.04 
 
Tranche 2  
1,355,834    01 December 2013 15 December 2010 $0.06 
   822,500    01 December 2013 15 December 2011 $0.06 
   822,500    01 December 2013 15 December 2012 $0.06 
 
Total number of options on issue at the balance date is 12,401,668. The fair value of the options is estimated as at 
the date of issue using the binomial model, taking into account the terms and conditions upon which the options 
were granted. The following table lists the inputs to the model used for options issued in the half-year-ended 31 
December 2010: 
 
Dividend yield     0% 
Expected volatility    80% 
Risk-free interest rate   6.06% 
 
Fair value of options: 
 
Chief Executive Officer 
Immediate vesting – Tranche 1  $0.006 
Immediate vesting – Tranche 2  $0.004 
1 year vesting – Tranche 1  $0.008 
1 year vesting – Tranche 2  $0.005 
 
Other Staff 
Immediate vesting – Tranche 1  $0.007 
Immediate vesting – Tranche 2  $0.004 
1 year vesting – Tranche 1  $0.008 
1 year vesting – Tranche 2  $0.006 
2 year vesting – Tranche 1  $0.010 
2 year vesting – Tranche 2  $0.008 

 
Subsequent to the balance sheet date 200,000 options were cancelled. There have been no ordinary shares issued 
since the reporting date and before the completion of this report.  
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13 CONTINGENT LIABILITIES AND CONTINGENT ASSETS 
 

The company has been issued with a copyright infringement claim in respect to the printing of the Company‟s 2009 
annual report. The matter has been referred to legal advisers. The directors believe that the payment of a material 
amount in respect of this claim is not probable.  
 
The Directors were not aware of any other contingent liabilities or contingent assets at 31 December 2010.  There 
has been no change since that date. 

 

 
14 CORPORATE INFORMATION 
 

Calzada Limited is a company limited by shares that is incorporated and domiciled in Australia. 
 
 
15 EVENTS AFTER THE BALANCE SHEET DATE 
 

On 10 February 2011 Calzada Limited‟s wholly owned subsidiary Metabolic Pharmaceuticals Pty Ltd (Metabolic) 
announced the results of an in vitro study into the effect of AOD9604 on human osteoblasts to further determine 
the potential of AOD9604 in bone health applications.  This work was conducted by Professor Marc Grynpas and 
Dr Rita Kandel at the Samuel Lunenfeld Research Institute, Mt Sinai Hospital in Toronto, Canada. The results from 
this current study show that with increasing concentrations of AOD9604 there is clear evidence of both a positive 
change in the morphology of the cells and an increase in resulting bone mineralisation. 

 
 

            
 
 
 



 

 

DIRECTORS' DECLARATION 
 

FOR THE PERIOD ENDED 31 DECEMBER 2010 
 
 
 
In accordance with a resolution of the directors of Calzada Limited, we state that: 
 
In the opinion of the Directors: 
 
1. (a) The financial statements and notes of the consolidated entity are in accordance with the 

Corporations Act 2001, including: 
 

(i) give a true and fair view of the financial position as at 31 December 2010 and the 
performance for the half-year ended on that date;  

 
(ii) comply with Accounting Standard AASB134 “Interim Financial Reporting” and the 

Corporations Regulations 2001; and  
 

(b) there are reasonable grounds to believe that the Company will be able to pay its debts as and 
when they become due and payable. 

 
 
 
 
On behalf of the Board. 
 
 

 
 
David Franklyn 
Chairman 
 
 
Melbourne 
22 February, 2011 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

 

 

Independent Review report to the members of Calzada Limited 

 

Report on the Condensed Half-Year Financial Report 

We have reviewed the accompanying half-year financial report of Calzada Limited, which comprises the statement of financial position as at 31 

December 2010, the statement of comprehensive income, statement of changes in equity and statement of cash flows for the half-year ended on 

that date, notes comprising a summary of significant accounting policies and other explanatory information, and the directors’ declaration of the 

consolidated entity comprising the company and the entities it controlled at the half-year end or from time to time during the half-year.  

Directors’ Responsibility for the Half-Year Financial Report  

The directors of the company are responsible for the preparation of the half-year financial report that gives a true and fair view in accordance with 

Australian Accounting Standards and the Corporations Act 2001 and for such internal controls as the directors determine are necessary to enable 

the preparation of the half-year financial report that is free from material misstatement, whether due to fraud or error. 

Auditor’s Responsibility  

Our responsibility is to express a conclusion on the half-year financial report based on our review. We conducted our review in accordance with 

Auditing Standard on Review Engagements ASRE 2410 Review of Interim and Other Financial Reports Performed by the Independent Auditor of the 
Entity, in order to state whether, on the basis of the procedures described, we have become aware of any matter that makes us believe that the 

financial report is not in accordance with the Corporations Act 2001 including: giving a true and fair view of the consolidated entity’s financial 

position as at 31 December 2010 and its performance for the half-year ended on that date; and complying with Accounting Standard AASB 134 

Interim Financial Reporting and the Corporations Regulations 2001. As the auditor of Calzada Limited and the entities it controlled during the half-

year, ASRE 2410 requires that we comply with the ethical requirements relevant to the audit of the annual financial report.  

A review of a half-year financial report consists of making enquiries, primarily of persons responsible for financial and accounting matters, and 

applying analytical and other review procedures. A review is substantially less in scope than an audit conducted in accordance with Australian 

Auditing Standards and consequently does not enable us to obtain assurance that we would become aware of all significant matters that might be 

identified in an audit. Accordingly, we do not express an audit opinion.  

Independence 

In conducting our review, we have complied with the independence requirements of the Corporations Act 2001.  We have given to the directors of 

the company a written Auditor’s Independence Declaration, a copy of which is included in the Directors’ Report.  

Conclusion 

Based on our review, which is not an audit, we have not become aware of any matter that makes us believe that the half-year financial report of 

Calzada Limited is not in accordance with the Corporations Act 2001, including: 

i) giving a true and fair view of the consolidated entity’s financial position as at 31 December 2010 and of its performance for the half-year 

ended on that date; and 

ii) complying with Accounting Standard AASB 134 Interim Financial Reporting and the Corporations Regulations 2001. 

 
 

 

 

 

Ernst & Young 

 

 

 

 

 

Don Brumley 

Partner 

Melbourne 

22 February 2011 

 


