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PolyNovo Limited (‘Company’ or ‘PolyNovo’)
today announced its half year results for
the period ending 31 December 2016.
The Company reported a net loss after
income tax of $1.97 million (2015:
$2.33 million). The reduced loss was
primarily driven by a change in the cost
mix. The additional business development
costs and the establishment and ongoing
costs of the US commercial operations
incurred during 2016 were less than the
non-recurring preliminary costs associated
with winning the contract with Biomedical
Advanced Research and Development
Authority (BARDA) in 2015.
Total revenue of $2.09 million (2015:
$0.49 million) includes the initial sales
of goods and increased revenue from
the BARDA contract (which represents
the majority).
At 31 December 2016, the Company
held $9.8 million in cash and short term
investments.
PolyNovo has entered the US, New Zealand
and South African markets using two
channels. The US entry has been pursued
using the Company’s own sales staff whilst
South Africa, New Zealand and Australia
has been entered through a distribution
partner. The Australian market requires a
CE Mark before full scale promotion can
occur. The US Sales team are working their
way through the hospital procurement
committees and establishing BTM within
each hospitals’ ordering/procurement
process.
Operational highlights for the half year
and to the date of this report include:

• Expanded organisational structure
to support commercialisation and
market entry;

• Positions added in the period included

Snr Clinical Programs Manager, Snr Quality
& Regulatory Manager, Quality Systems
Coordinator, US Sales team of three and
direct production / engineering personnel.
Two marketers, one Melbourne based
and the other US based have also been
added. There are further positions to
fill and further expansion of the US
Sales organisation will be necessary
as sales increase;

• Appointed Owens & Minor as the third
party logistics partner supporting our
US sales;

• Appointed Device Technologies as our
Australia and New Zealand distributor.
Sales already achieved;

• Appointed Surgical Innovations, South

Commentary and analysis of the
operations can be found in the Appendix
4D and the 31 December 2016 half-year
financial report.

Further information

• Concluded the first phase of non-clinical

David Williams
Chairman
Mobile: +61 414 383 593

• The Alfred Ethics approval for the addition

Paul Brennan
Chief Executive Officer
Mobile +61 427 662 317

Africa as our distributor;

degradation study within the BARDA
program;

of three Australian sites to the CE Burn
trial. We will name these hospitals once
the documentation is completed;

• US FDA approval of the BTM Feasibility
Trial investigational device exemption
(IDE) in three sites in the US. We are
now actively in patient recruitment;

• BTM has been successfully used on

three patients, in two hospitals, with
necrotizing fasciitis. A new publication
in ePlasty highlights the role of BTM in
a surgical wound market. Please see link
http://polynovo.com.au/resources/;

• Commenced commercial production and
started to build inventories to support
anticipated sales;

• Board approved further expansion of our
cleanroom production facility which will
expand capacity, improve quality and
reduce cost; and

• Completed our rebranding of PolyNovo

to better reflect our commercial activities.

As outlined at the Annual General Meeting,
our focus is on BTM commercialisation.
We are actively pursuing opportunities in
three continents and are on the cusp of
achieving the revenue streams from the
BTM product. The sales teams have been
working through the hospital procurement
processes to ensure we have all the
customer systems, staff education and
access to enable success. Further recent
publication of the use of BTM in necrotizing
fasciitis again demonstrates the ability of
this technology. Recent US medical
conferences have provided a platform to
share further clinical success with a wide
range of surgeons. The sales team is
pursuing these leads. We are also
commencing US advertising in Plastics,
Trauma, General Surgery and Burns Journals
to expand our reach.

About BTM
The BTM™ is a tissue scaffold that facilitates
the regeneration of the dermis when it has
been lost or damaged through trauma,
burns, surgery or wounding. The BTM has
US FDA 510(k) approval for surgical wound
application in the US Market with sales now
in Australia, South Africa and New Zealand.

About PolyNovo
PolyNovo is an Australian based medical
device company that designs, develops
and manufactures solutions using its
patented NovoSorb™ biodegradable
polymer technology. Our current product
range/development covers BTM (dermal
regeneration), Breast Sling, Hernia, and
Orthopaedic applications. For further
information and market presentations see:
www.polynovo.com.au
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Appendix 4D

Half-Year Report
PolyNovo Limited
ABN 96 083 866 862

1. Details of the reporting period and the previous corresponding period
Reporting Period:

Half-Year ended 31 December 2016

Previous Corresponding Period:

Half-Year ended 31 December 2015

2. Results for announcement to the market
Change from 2015

2016

328%

to

$2,091,162

down

16%

to

-$1,965,277

down

8%

to

-$1,965,277

2.1 Total revenue

up

2.2 Loss after tax
2.3 Loss after tax attributable to members
2.4 Dividends

no dividend paid or declared in either period

2.5 Record date for dividend entitlement
2.6 Brief explanation of figures in 2.1 to 2.4:

not applicable
Refer to (i) the enclosed announcement of the Half-Year
Results by the Chairman and Chief Executive Officer and
(ii) the Directors’ Report contained in the Half-Year
Financial Report.

3. Net tangible assets

31 December
2016

30 June
2016

$0.020

$0.023

Net tangible asset backing per ordinary security

4. Details of control gained or lost over entities during the period

Not applicable

5. Details of individual dividends and payment dates

Not applicable

6. Details of dividend reinvestment plans

Not applicable

7. Details of associates and joint venture entities

Not applicable

8. F or foreign entities, which set of accounting standards is used
in compiling the report
9. T
 he Half-Year Financial Report is not subject to a review report that includes
a modified opinion, emphasis of matter or other matter paragraph (a copy
of the review report is included in the Half-Year Financial report).

The Half-Year Financial Report should be read in conjunction with the most recent annual financial report.
Date: 21 February 2017
Gavin Smith
Company Secretary

International Financial
Reporting Standards
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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 2016 and any public announcements
made by PolyNovo Limited during the interim
reporting period in accordance with the continuous
disclosure requirements of the ASX Listing Rules.
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Half-Year Highlights

Research and development – initial prototypes of hernia
and breast sling manufactured.

Expanded our team with a US-based sales team
and additional operational support – resourcing for
commercial success.

Entered four markets: United States, New Zealand,
South Africa and Australia.

Built commercial levels of inventory, stock established
in US for direct customer shipment. Australia and New
Zealand distributors have purchased stock. South Africa
distributor has placed an order.
Established commercial infrastructure to support revenue
generation. Healthy cash balance.
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Directors’ Report
For the half-year ended 31 December 2016
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The Board of Directors of PolyNovo Limited
present their report in respect of the
financial half-year ended 31 December
2016 (the period).

Directors and Management
The Company’s Directors in office during
or since the end of the Period are as
detailed below. Directors were in office
for the entire reporting period unless
otherwise stated.
Mr David Williams, Non-executive Chairman
Mr Leon Hoare, Non-executive Director
Mr Max Johnston, Non-executive Director
Dr David McQuillan, Non-executive Director
Mr Philip Powell, Non-executive Director
Mr Bruce Rathie, Non-executive Director
During the period, we have expanded our
team with the addition of a business
development manager, a US based sales
team of three, and additional operational
support. The expanded organisation
structure and depth of staffing will enable
the PolyNovo group of companies
(PolyNovo) to accelerate and execute its
commercial and product development plans.

Review of Principal
Activities and Operations
PolyNovo has a platform technology in
NovoSorb biodegradable polyurethane.
NovoSorb Biodegradable Temporising
Matrix (BTM) is a dermal matrix used to
regenerate missing or damaged dermis.
The BTM has US FDA 510(k) approval and
is the first commercial product offering
by PolyNovo. We have active Research
and Development programs extending
NovoSorb use into Hernia Repair, Breast
Sling and Dermal depot products. Further
applications of NovoSorb are also possible.

Biodegradable Temporising
Matrix (BTM)
In December 2015, our polymer was
awarded US FDA 510(k) approval for
use in surgical wound repair. This opened
up various markets to PolyNovo for
commercial sales. During the period,
PolyNovo established a direct sales
organisation in the US to be supported
by a third party logistics group. PolyNovo
will be supported in the New Zealand,
Australian and South African markets
via distribution agreements. For further
details, refer to the Commercialisation
summary on page 3 of the Half-Year
Financial Report.

“The expanded organisation structure and depth
of staffing will enable the PolyNovo group
of companies to accelerate and execute its
commercial and product development plans.”
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Our Biomedical Advanced Research and
Development Authority (BARDA) contract
commenced on 28 September 2015. This
is a non-dilutive contract that supports a
projected five year clinical pathway that
could lead to a Premarket Approval (PMA)
application with the US FDA, and the use
of our polymer in full thickness acute burns.
The contract is a cost-plus-fixed-fee
contract and it will progress in specific
stages covering the base work and two
optional segments, totalling US$28m
through to July 2021.
During the period, PolyNovo progressed
with the base clinical trial, and following
BARDA’s exercise of the option 1 additional
trial, work commenced on the 1st optional
non-clinical trial in September 2016. This
is a two year program.
The CE Mark trials have continued and
PolyNovo is planning to add three more
Australian sites over the coming months.
The Burn centres participating in the trial
during the period have been The Alfred
Hospital in Melbourne, Australia and St
Anne’s Hospital in Toulon, France.
During the period, PolyNovo manufactured
commercial inventory of BTM, commenced
expansion of the cleanroom facility and
further invested in manufacturing
equipment. The cleanroom expansion will
facilitate increased production capacity,
improved quality and efficiency
improvements.

NovoPore™ – Negative Pressure
Wound Therapy (NPWT) foam
dressing
PolyNovo sees the NPWT dressing kit
market as commoditised and price sensitive.
Whilst the NovoSorb foam is a novel and
effective wound interface, the potential
volumes and price points are currently not
attractive for further investment. PolyNovo
will retain the capacity to supply this market
if a suitable business case develops with a
global partner.

Directors’ Report continued
For the half-year ended 31 December 2016

Hernia repair and breast sling

For personal use only

PolyNovo has developed early prototype
materials for hernia repair and breast sling
applications. These prototypes will undergo
further laboratory testing and refinement
of the specifications before design input
is sought from Key Opinion Leaders
(KOLs). Design freeze is anticipated in late
calandar year 2017 that will be followed
by animal trials.

Commercialisation of BTM
in surgical wound application
and major contracts
During the period, PolyNovo defined its
market entry strategy and signed major
contracts as follows.

• North America – On 3 October 2016,

PolyNovo announced that it will take
a direct entry route to the North
American market. The strategic decision
to take a direct route to the North
American market was based on market
concentration, anticipated rapid market
penetration and expected high margins.
On 1 December 2016, the signing of
Owens & Minor (O&M) as third party
logistics partner was announced. The
Supply Chain Services agreement allows
PolyNovo to invest in sales and marketing
activities supporting market penetration
whilst taking advantage of O&M’s
infrastructure which will provide high
quality services throughout the entire
pick, pack, ship and order to cash process.

• New Zealand – On 10 October 2016,

Device Technologies Australia Pty Ltd, a
large and well regarded distributor with
more than 700 healthcare specialists
and support staff, was appointed as
exclusive distributor for the sale of BTM
in New Zealand and Australia. Device
Technologies placed their first stock
order in late December 2016 which
was shipped in January 2017.

• South Africa – On 8 December

2016, Surgical Innovations (Pty)
Ltd, a South African based company
specialising in high end medical devices
and consumables, was appointed as
distributor for the sale of BTM in South
Africa, Namibia, Botswana, Mauritius,
Zambia and Swaziland. The first order
was placed in February 2017.
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“The new website and materials represent
PolyNovo’s business transformation from
research and development to commercial sales
with a customer and product support focus.”
Incorporation of PolyNovo
North America LLC and
corporate rebranding
On 26 August 2016, PolyNovo incorporated
PolyNovo North America LLC. The principal
activity of the new entity is to provide
North American market entry and market
penetration opportunities for PolyNovo.
During the period, three US based staff
were employed to actively pursue North
American commercial sales opportunities.
Further staff are being recruited.
During the period, PolyNovo invested in
rebranding and introduced a new logo,
website and marketing materials. The
Corporate rebranding was completed on
23 December 2016. The new website and
materials represent PolyNovo’s business
transformation from research and
development to commercial sales with
a customer and product support focus.

Financial Result
PolyNovo’s net loss attributable to
members of the parent entity for the
Period, after income tax was $1,965,277
(2015: $2,141,106). Net loss before
income tax totalled $1,965,277 (2015:
$2,331,076).
PolyNovo recognised interest revenue of
$102,222 (2015: $51,026), up from the
prior year due to higher cash holdings
following the capital raising at the end
of 2015. Revenue from commercial sales
was $16,750 (2015: $nil).
Revenue from the BARDA contract was
$1,970,879 compared to $435,543 in
2015. PolyNovo accrued $318,003 (2015:
$422,335) with respect to the Research &
Development tax benefits for the half year.

Employee expenses of $2,051,683 were
recognised for the 6 months period ended
on 31 December 2016 compared to
$1,083,102 for the comparative period
ended on 31 December 2015. The increase
in employee expenses was due to the
increase in headcount from 11 to 22.
Research and development costs of
$1,436,788 were recognised for the
Period in respect of the BARDA project and
progressing the group’s core technology
(2015: $581,926).
Corporate finance and administration
expenses recognised for the Period have
reduced to $871,233 (2015: $1,317,931).
Higher expenses in 2015 were primarily due
to consultancy expenses incurred in relation
to the BARDA project.

Cash and short-term investments
As at 31 December 2016, PolyNovo held
total cash, including short term investments,
of $9,833,318 (June 2016: $10,796,691).
At the reporting date, $6,500,000 was held
in term deposits not exceeding 3 months
(June 2016: $7,500,000) term, and
classified as part of the cash equivalents
for cash flow reporting purposes. The Board
of Directors implemented an Investment
policy outlining that surplus funds above
immediate cash requirements will be
invested in term deposits for periods
between 3 to 12 months. Term deposits
exceeding 3 months term amounting to
$50,000 at 31 December 2016 (June
2016: $50,000) have been classified
as other financial assets in the statement
of financial position.
There are no external borrowings at the
date of this report.

Directors’ Report continued
For the half-year ended 31 December 2016
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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 PolyNovo 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 PolyNovo,
must be regarded as highly speculative.
PolyNovo 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
PolyNovo’s projects and interests and the
development and therapeutic potential of
PolyNovo’s research and development. Any
statement describing a goal, expectation,
intention or belief of PolyNovo 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 PolyNovo’s research and
development projects and interests (where
applicable) will receive regulatory approvals
or prove to be commercially successful in
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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 forwardlooking statements. Consideration should
be given to these and other risks
concerning PolyNovo’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 Williams
Chairman
21 February 2017

Auditor’s Independence Declaration
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To the Directors of PolyNovo Limited
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Consolidated Statement of Comprehensive Income
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For the half-year ended 31 December 2016

Notes

31 December
2016
$

31 December
2015
$

4

16,750

-

-

2,112

Revenue
Sales of goods
Sales of materials

Royalty revenue

1,311

-

BARDA revenue

1,970,879

435,543

Finance revenue

Total revenue

102,222

51,026

2,091,162

488,681

318,003

422,335

258,466

-

(31,209)

-

Other income
Research and development tax benefit
Changes in inventories of finished goods and work in progress

8

Raw materials and consumables used
Operating leases
Employee-related expenses

5

(120,622)

(151,937)

(2,051,683)

(1,083,102)

(1,436,788)

(581,926)

Depreciation and amortisation expense

(121,373)

(107,197)

Corporate, administrative and overhead expenses

(871,233)

(1,317,931)

(1,965,277)

(2,331,076)

Research and development expenses

Net loss before income tax

-

Income tax benefit

Net loss for the period

(1,965,277)

(2,331,076)

Other comprehensive income
-

Net fair value gains on available-for-sale financial assets

Total comprehensive loss for the period

(1,965,277)

45,000
(2,286,076)

Loss for the period attributable to:
-

Non-controlling interest

(189,970)

Owners of the parent

(1,965,277)

(2,141,106)

Loss attributable to members of the parent entity

(1,965,277)

(2,331,076)

Total comprehensive loss for the period attributable to:
-

Non-controlling interest

(189,970)

Owners of the parent

(1,965,277)

(2,096,106)

Loss attributable to members of the parent entity

(1,965,277)

(2,286,076)

Loss per share
Basic loss per share – cents

6

(0.35)

(0.39)

Diluted loss per share – cents

6

(0.35)

(0.39)

The accompanying notes form part of these financial statements.
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Consolidated Statement of Financial Position
As at 31 December 2016

30 June
2016
$

Cash and cash equivalents

7

9,783,318

10,746,691

Inventories

8

282,849

-

Receivables

9

519,965

1,556,275

203,810

38,665

For personal use only

Notes

31 December
2016
$

Current assets

Prepayments

Other financial assets

7

Total current assets

50,000

50,000

10,839,942

12,391,631

1,084,749

992,676

2,519,788

2,519,788

120,885

120,774

Non-current assets
Property, plant and equipment

10

Intangible assets
Other assets
Total non-current assets

3,725,422

3,633,238

14,565,364

16,024,869

Trade and other payables

470,490

590,614

Provisions

122,739

115,219

Total current liabilities

593,229

705,833

Total assets

Current liabilities

Non-current liabilities
8,280

16,016

Deferred rent liability

175,486

191,294

Total non-current liabilities

183,766

207,310

Provisions

Total liabilities

Net assets

776,995

913,143

13,788,369

15,111,726

114,476,370

114,099,712

Equity
Contributed equity

11

Reserves

12

Retained earnings/(accumulated losses)
Parent interests

Non-controlling interest

Total equity

The accompanying notes form part of these financial statements.
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(6,433,649)

(6,698,911)

(94,254,352)

(92,289,075)

13,788,369

15,111,726

-

-

13,788,369

15,111,726

Consolidated Statement of Changes in Equity

For personal use only

For the half-year ended 31 December 2016

As at 1 July 2015

- Loss for the period
- Other
comprehensive
income
Total comprehensive
income for the
period

Contributed
equity
$
94,870,080

Gains/
(losses) on
availablefor-sale
financial
Other
assets
reserves
$
$
103,750 2,286,443

Acquisition
Retained
of nonNonearnings/
controlling
Owners of controlling
interest (accumulated
interest
Total
losses)
the parent
reserve
$
$
$
$
$
(477,596) (89,227,201) 7,555,476 (162,170) 7,393,306
(2,141,106) (2,141,106)

(189,970) (2,331,076)

-

-

-

-

-

45,000

-

-

-

45,000

-

-

12,077,197

-

-

-

-

12,077,197

165,000

-

-

-

-

165,000

-

165,000

5,920,000

-

-

-

-

5,920,000

-

5,920,000

-

-

- (8,816,360)

-

(8,816,360)

-

45,000

(2,141,106) (2,096,106)

-

45,000

(189,970) (2,286,076)

Transactions with
owners in their
capacity as owners
- 12,077,197

- Issue of shares
- Issue of shares on
exercise of options
- Issue of shares
on acquisition of
non-controlling
interest
- Acquisition of
non-controlling
interest
- Share-based
payments
As at 31 December
2015

-

-

113,032,277

148,750

2,361,664 (9,293,956)

(91,368,307) 14,880,428

- 14,880,428

As at 1 July 2016

114,099,712

-

2,595,045 (9,293,956)

(92,289,075) 15,111,726

- 15,111,726

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

376,658

-

376,658

-

265,262

-

-

265,262

-

265,262

- Loss for the period
- Other
comprehensive
income
Total comprehensive
income for the
period

75,221

-

-

75,221

(1,965,277) (1,965,277)

-

-

(1,965,277) (1,965,277)

352,140 (8,464,220)
-

75,221

- (1,965,277)

-

-

- (1,965,277)

Transactions with
owners in their
capacity as owners

- Issue of shares on
exercise of options
376,658
- Share-based
payments
As at 31 December
2016
114,476,370

- 2,860,307 (9,293,956) (94,254,352) 13,788,369

The accompanying notes form part of these financial statements.
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- 13,788,369

Consolidated Cash Flow Statement

For personal use only

For the half-year ended 31 December 2016

Notes

31 December
2016
$

31 December
2015
$

6,350

-

2,613,419

-

783,356

885,180

-

2,323

Cash flows from operating activities
Receipts from customers

Receipts from BARDA reimbursements and advances

Receipts of research and development benefit
Receipts from government grants

1,512

Receipts from royalty revenue

2,801

Payments to suppliers and employees

(4,690,352)

(2,889,666)

Net cash outflows used in operating activities

(1,285,715)

(1,999,362)

Cash flows from investing activities
62,562

Interest received

(201,063)

Payments for purchase of property, plant and equipment

-

Term deposits now classified as cash and cash equivalents

-

Acquisition of non-controlling interests

Net cash inflows/(outflows) used in investing activities

(138,501)

40,479
(53,905)
10,000
(500,000)
(503,426)

Cash flows from financing activities
Net cash flows from financing activities
-

Proceeds from the issue of share capital (net of costs)
Proceeds from the exercise of options

376,658

165,000

376,658

12,444,557

Net increase/(decrease) in cash and cash equivalents

(1,047,558)

9,941,769

Cash and cash equivalents at beginning of period

10,746,691

3,460,454

84,185

-

9,783,318

13,402,223

Effects of foreign exchange rate changes

Cash and cash equivalents at the end of period
The accompanying notes form part of these financial statements.
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Notes to the Financial Statements
For the half-year ended 31 December 2016

1. Corporate Information

For personal use only

The Financial Report of PolyNovo Limited and its controlled entities for the half-year ended 31 December 2016 was authorised for issue
in accordance with a resolution of the Directors on 21 February 2017.
PolyNovo Limited is a company limited by shares incorporated in Australia, whose shares are publicly traded on the Australian Securities
Exchange (ASX code: PNV).

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 PolyNovo Limited for the year ended
30 June 2016, which was prepared in accordance with the requirements of the Corporations Act 2001, the ASX Listing Rules, applicable
Australian Accounting Standards (which are equivalent to 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 PolyNovo Limited
during the half-year ended 31 December 2016 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 2016 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 a historical cost basis.
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 2016. In addition, the Company has built inventory during reporting and realised sales from the BTM wound product.

Inventory
Inventory is measured at cost for raw materials and packaging materials. A standard cost has been derived for finished goods and semi-finished
goods. The standard cost includes an allocation of materials, direct labour and manufacturing overheads. The standard cost may be varied
as production volumes are altered.

Revenue from sales of goods
Revenue is measured at the fair value of consideration received or receivable. Revenue is recognised when the amount of revenue can be
reliably measured and it is probable that the future economic benefits will flow to PolyNovo Limited and the significant risks and rewards of
ownership of the goods have passed to the buyer.
No new standards (including early adoption), amendments to standards and interpretations affected the group for the year beginning
1 July 2016.
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Notes to the Financial Statements continued
For the half-year ended 31 December 2016

3. Segment Information
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Business segment
PolyNovo Limited has only one business segment, being the development of the NovoSorb technology for use in a range of biodegradable
medical devices.
The chief operating decision-maker from 13 February 2015 is the Chief Executive Officer of PolyNovo Limited.
The chief operating decision-maker reviews the results of the business on a single entity basis.
For financial results refer to the Consolidated Statement of Comprehensive Income and Consolidated Statement of Financial Position.
The chief operating decision-maker monitors the operating results of the Group for the purpose of making decisions about resource
allocation in order to progress the commercialisation of the PolyNovo technology.

4. Sales of Goods
During the half-year ended 31 December 2016, the consolidated entity realised $16,750 (2015: $nil) sales revenue from commercial
sales of the BTM wound product.

5. Expenses
31 December
2016
$

31 December
2015
$

Employee-related expense
Wages and salaries
Severance payments (including superannuation)

(1,518,345)
-

(759,089)
(53,643)

Superannuation

(106,179)

Share-based payments expense

(265,262)

(75,221)

Directors’ fees

(162,112)

(149,794)

Long service leave provision

Annual leave provision

944
(729)
(2,051,683)

(63,495)

2,607
15,533
(1,083,102)

6. Loss Per Share
31 December
2016

31 December
2015

Basic loss per share – cents

(0.35)

(0.39)

Diluted loss per share – cents

(0.35)

(0.39)

(a) Net loss used in the calculation of basic and diluted loss per share

($1,965,277)

($2,141,106)

(b) W
 eighted average number of ordinary shares on issue used in the calculation of basic
loss per share

563,049,010

547,178,820

As the Company has incurred a loss for the half-years ended 31 December 2016 and 31 December 2015, 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.

11

PolyNovo Limited Half-Year Financial Report 2016

Notes to the Financial Statements continued
For the half-year ended 31 December 2016

7. Cash and Cash Equivalents
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Cash and cash equivalents are comprised of the following:
31 December
2016
$

30 June
2016
$

Cash at bank and in hand

3,283,318

3,246,691

Short-term deposits

6,500,000

7,500,000

9,783,318

10,746,691

As at 31 December 2016, the Company holds $50,000 (June 2016: $50,000) in term deposits with maturity date exceeding 90 days.
These deposits are classified in the Consolidated Statement of Financial Position as other financial assets.
PolyNovo Limited has no borrowings at the date of this report.

8. Inventories
Inventories are comprised of the following:

Finished goods and work in progress
Raw materials and other

31 December
2016
$

30 June
2016
$

258,466

-

24,383

-

282,849

-

9. Receivables
The 31 December 2016 balance includes $76,872 net amount owing by BARDA in relation to the BARDA contract. The amount owing
for the December activity is $382,882 and this is offset by advance payments of $306,010.

10. Property, Plant and Equipment
Acquisitions and disposals
During the half-year ended 31 December 2016, the consolidated entity acquired assets with a cost of $214,155 (2015: $53,905),
which included the initial phase of an upgraded cleanroom environment and there was no sale of assets.

Impairment
Impairment expenses of $nil were recognised by the consolidated entity during the half-year ended 31 December 2016 (2015: $nil).
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11. Contributed Equity

Fully paid ordinary shares

31 December 2016

30 June 2016

No. of shares

$

No. of shares

$

563,049,010

114,476,370

558,863,915

114,099,712

During the period under review the Company issued new shares as a result of options being exercised.

Exercise of options
On 5 October 2016, the CEO of the Company exercised 3,368,200 options of his 4,185,095 options from his second tranche of options
package. The options were converted into 3,368,200 fully paid ordinary shares at an exercise price of $0.09.
On 26 December 2016, the CEO exercised the remaining 816,895 options of his second tranche options. The options were converted into
816,895 fully paid ordinary shares at an exercise price of $0.09.

12. Reserves

Share-based payments reserve (i)

31 December
2016
$

30 June
2016
$

2,860,307

2,595,045

Acquisition of non-controlling interest reserve

(9,293,956)

(9,293,956)

Balance at end of period

(6,433,649)

(6,698,911)

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

Share-based payments reserve

31 December 2016

30 June 2016

No. of options

$

No. of options

$

12,685,095

2,860,307

13,870,190

2,595,045

On 18 November 2016, following members’ approval at the Company’s Annual General Meeting, an options package comprising 500,000
options exercisable at $0.25 and 500,000 options exercisable at $0.33 were issued to a Non-executive Director. The options vested
immediately on issue and expire on 1 February 2019.
On 9 December 2016, the Company issued employee share options to two employees. Each employee was granted 1,000,000 options
that will become immediately exercisable at $0.33 only when the share price of PolyNovo Limited is above $0.50 for more than three months.
The options vest as soon as the vesting hurdles are achieved and are exercisable within three months of vesting. The options expire on
31 December 2018.
The expense recognised in the Consolidated Statement of Comprehensive Income in relation to the issue of options during the period
was $113,793.
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Options issued during the period
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Grant date

18 November 2016

18 November 2016

9 December 2016

500,000

500,000

2,000,000

Number of options
Exercise price

$0.25

$0.33

$0.33

Vesting hurdle

None; vested
immediately on issue

None; vested
immediately on issue

Three-month share
price exceeds $0.50

1.70%

1.70%

1.76%

73%

73%

72.56%

1 February 2019

Three months
after vesting and
31 December 2018

Risk-free interest rate
Volatility

Expiry date

1 February 2019

Dividend yield
Average fair value per option

-

-

-

$0.120

$0.098

$0.082

The options issued on 9 December 2016 comprise two tranches of 1,000,000 on identical terms.
During the period under review 3,000,000 options were issued and 4,185,095 options were exercised as disclosed under Note 11.
Options on issue as at the beginning and at the end of the reporting period are detailed in the following table.
Date of Issue

19/05/141

17/11/141

17/11/141

On issue at beginning
of the year

18/11/161

9/12/162

Total

2,500,000

2,000,000

1,000,000

8,370,190

-

-

13,870,190

Granted during the year

-

-

-

-

1,000,000

2,000,000

3,000,000

Exercised during the year

-

-

-

4,185,095

-

-

4,185,095

Expired unexercised during
the year

-

-

-

-

-

-

-

Forfeited/forfeited during
the period

-

-

-

-

-

-

-

2,500,000

2,000,000

1,000,000

4,185,095

1,000,000

2,000,000

12,685,095

Issued subsequent to
balance date

-

-

-

-

-

-

-

Exercised subsequent
to balance date

-

-

-

-

-

-

-

Forfeited/forfeited
subsequent to balance date

-

-

-

-

-

-

-

2,500,000

2,000,000

1,000,000

4,185,095

1,000,000

2,000,000

12,685,095

1

4

2

1

1

2

$0.20

$0.14

$0.09

$0.25
$0.33

$0.33

4/07/14

17/11/14

17/11/14

Vesting hurdle
being met

18/11/16

Vesting hurdle
being met

4/07/17

17/11/17

17/11/17

Three months
from vesting

1/02/19

Three months
from vesting

On issue at balance date

On issue at date of
Directors’ Report

Current number of recipients

Exercise price

$0.20

Exercise period: From
To

Expiration date

4/07/17

1. All options issued vested immediately.
2. The options vest as soon as the vesting hurdles are achieved.
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Notes to the Financial Statements continued
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13. Contingent Liabilities and Contingent Assets
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The Directors were not aware of any contingent liabilities or contingent assets as at 31 December 2016.

14. Corporate Information
PolyNovo Limited is a company limited by shares that is incorporated and domiciled in Australia.

15. Events After the Balance Sheet Date
The Directors are not aware of any other matters or circumstances since the end of the half-year review period not otherwise dealt with
in this report that have significantly affected, or may significantly affect, the operations of the Group, the results of those operations or
the state of affairs of the Group in subsequent years.
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Directors’ Declaration
For the period ended 31 December 2016

In accordance with a resolution of the Directors of PolyNovo Limited, we state that:
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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)	giving a true and fair view of the financial position as at 31 December 2016 and the performance for the half-year ended
on that date;

		

(ii)	complying 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.

Mr David Williams
Chairman
21 February 2017
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