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APPENDIX 4D HALF-YEAR FINANCIAL REPORT 
 

Information given to ASX under listing rule 4.2A 
 

 
1. Reporting period and Functional Currency 

 
2. Results for announcement to the market 

 
Dividends or dividend distribution plan 
No dividends were paid or declared during the half-year ended 30 June 2018 (2017: Nil). There was no 
distribution reinvestment plan in operation during the half-years ended 30 June 2018 and 2017. 
 
Additional Information  
 
Additional Appendix 4D disclosure requirements can be found in the attached Financial Report for the half-
year ended 30 June 2018. 
 
This report is based on the consolidated financial statements and notes which have been reviewed by Ernst 
& Young.  

Current reporting period: 30 June 2018 
  
Previous corresponding reporting period: 30 June 2017 
  
Functional Currency: US dollars 

  30 June 2018  30 June 2017 
Restated* 

 

  US$  US$ % change 
      
Revenues from continuing operations  505,001  133,302 279% 
      
Loss from continuing operations after tax  (8,770,180)  (6,139,605) 43% 
      
Gain from discontinued operations after tax  -  36,124 (100%) 
      
Loss for the period attributable to members  (8,770,180)  (6,103,481) 44% 
      
Dividends      
No dividends were paid or declared during the year ended 30 June 2018 (2017: Nil).  
      

Loss per share   
US cents per 

share  
US cents per 

share 
 

Basic loss per share   (0.90)  (0.75)  
Diluted loss per share   (0.90)  (0.75)  
      
  30 June 2018  31 Dec 2017  

  
US cents per 

share  
US cents per 

share 
 

Net tangible asset      
Net tangible asset per share   1.16  1.57  
      
* The net loss for the prior year has been restated as a result of the finalisation of the acquisition accounting 

adjustments for BrainChip SAS in 2017. The restatement resulted in an increase to the loss as at 30 June 2017 of 
$286,878. 
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The Directors submit their report of the consolidated entity, being BrainChip Holdings Ltd (“BrainChip 
Holdings” or “Company”) and its controlled entities (“Group”), for the half-year ended 30 June 2018.  

 

DIRECTORS 

The names and details of the Company’s Directors in office during the financial period and until the date of 
this report are as follows:  

Louis DiNardo Executive Director and Chairman 
Julie H. Stein Non-Executive Director  
Emmanuel T. Hernandez Non-Executive Director 
Adam Osseiran  Non-Executive Director  
Steve Liebeskind Non-Executive Director (appointed 1 May 2018) 
Eric (Mick) Bolto  Non-Executive Director (resigned 1 May 2018) 
Peter van der Made  Executive Director (resigned 1 January 2018) 
 
The names and details of the Company’s Secretaries in office during the financial period and until the date 
of this report are as follows:  

Julian Rockett  appointed 25 May 2018 
Naomi Dolmotoff   resigned 25 May 2018 
 

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS 

In January 2018, the Company and Gaming Partners International Corporation (“GPI”) entered into a 
licensing, development and revenue sharing agreement related to the joint development of video analytic 
products for worldwide deployment in casino currency security, game table operations and player behaviour 
applications.  The terms of the agreement provide for a total of US$500,000 in license fees, a non-recurring 
engineering fee of US$100,000 for products developed under the agreement, and a long-term revenue 
sharing for the sale of the developed technology. 

The financial results of the Group are presented in US dollars, unless otherwise referenced. 

 

PRINCIPAL ACTIVITIES 

The principal activity of the Group is the development of software and hardware accelerated solutions for 
advanced artificial intelligence (AI) and machine learning applications with a primary focus on the 
development of its BrainChip Studio and related software products, BrainChip Accelerator and AKIDA 
Neuromorphic Processor Unit hardware products.   
 

DIVIDENDS 

No dividends have been paid or declared by the Company during the half-year or up to the date of this report. 
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REVIEW OF OPERATIONS 

Operating Results 

The Group made a net loss after income tax for the half-year ended 30 June 2018 of $8,770,180 (30 June 
2017: $6,103,481). The net loss for the prior year has been restated as a result of the finalisation of the 
acquisition accounting adjustments for BrainChip SAS in 2017. The restatement resulted in an increase to 
the loss as at 30 June 2017 of $286,878 related to increased amortisation of intangibles. Further comment 
on the changes to Revenues and Expenses are as follows: 

Revenues for the half-year ended 30 June 2018 of $505,001 increased 279% over the $133,302 in the same 
period a year ago.  This increase was largely attributable to revenues recognised in the current year from 
the GPI agreement.  

Total expenses for the half-year ended 30 June 2018 of $9,387,425 increased 45% from $6,467,269 incurred 
in the half-year ended 30 June 2017.  This increase was attributable to: 

1) Research & development (R&D) expenses of $1,207,770 for the current period increased 3%, or $29,753 
from a year ago. R&D costs comprise the employee and other costs and amortisation of capitalised R&D 
intangible assets. R&D costs increased due to an increase in the number of technical staff employed, 
which has also contributed to the increased cost being capitalised in relation to applicable projects and 
the increased amortisation of the capitalised intangible assets; 

2) Sales & Marketing (S&M) expenses of $709,889 for the current period increased 428%, or $575,537 
from a year ago. The increase in S&M expenses reflects the growth in personnel costs and related costs 
including such costs as trade show and customer demo, to showcase our products, and travel expenses; 

3) General & Administrative (G&A) expenses of $2,495,187 for the current period increased 12%, or 
$261,299 from the same period a year ago which is a result of: 

a) increased employee costs related to the employment of a new administrative staff, offset by the 
reduction in key management staff after the resignation of the managing director of BrainChip SAS; 
and 

b) increased travel expenses related to sales, business development and investor relations activities; 

and 

4) Share based payment expense of $4,974,579 for the current period increased 70%, or $2,053,567 from 
the same period a year ago. Share based payments expense represents the value of options and 
performance rights issued to directors, employees and consultants that have been earned during the 
reporting period. This increase reflects the drive to retain high calibre employees and the expansion of 
the management and operational team. A significant component of this increase relates to shares issued 
to Mr Louis DiNardo in May 2018. 

At the end of the half-year the Group had consolidated net assets of $14,261,673 (31 December 2017: 
$18,066,470), including cash and cash equivalents of $11,892,002 (31 December 2017: $16,049,330).  

Overall there has been an increase in the amount of cash spent in operating activities to $3,518,952 (30 June 
2017: $2,803,629) as noted in the Consolidated Statement of Cash Flows, which reflects the continued focus 
on attaining the business milestones and strategies of the Group. 

 

LIKELY DEVELOPMENTS AND EXPECTED RESULTS 

It is expected that the Group will further develop its BrainChip Studio and related software products and will 
progress the development of its AKIDA Neuromorphic Processor Unit product.   
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SHARE ISSUES 

The following share issues of the Company were completed during the half year and to the date of this report: 

• 15,000,000 shares issued on 8 June 2018 to Mr Louis DiNardo. The shares are reported as a share 
based payment and valued at US$0.104 (A$0.14) per share based on the share price at the date of 
the AGM, being the date of approval by shareholders. 

 

SHARE OPTIONS 

As at the date of this report, there were 201,550,000 unissued ordinary shares under option.   

There are no participating rights or entitlements inherent in the options and option holders are not entitled 
to participate in new issues of capital or bonus issues offered or made to shareholders during the term of 
the options. 

The following options were issued during the half-year and to the date of this report pursuant to the 
Company’s Long Term Incentive Plans: 

• 7,100,000 options exercisable at A$0.19 per share before 13 March 2028, issued on 13 March 2018; 
• 1,300,000 options exercisable at A$0.22 per share before 13 March 2028, issued on 13 March 2018; 
• 500,000 options exercisable at A$0.18 per share before 8 June 2028, issued on 8 June 2018; 
• 1,000,000 options exercisable at A$0.155 per share before 8 June 2028, issued on 8 June 2018;  
• 600,000 options exercisable at A$0.14 per share before 16 June 2028, issued on 16 June 2018; and 
• 500,000 options exercisable at A$0.145 per share before 18 July 2028, issued on 18 July 2018 

 
No options were forfeited, cancelled or lapsed or converted to shares in BrainChip Holdings during the half-
year. 
 

PERFORMANCE RIGHTS 

As at the date of this report, there were 72,500,000 Performance Rights on issue. 

The following Performance Rights were issued during the financial period and to the date of this report 
pursuant to the Company’s Performance Rights Plan: 

• 1,000,000 Class B Performance Rights to employees on 8 June 2018; and 
• 15,000,000 Class E Performance Rights to Mr Louis DiNardo on 8 June 2018. 

 
No Performance Rights were converted during the half-year and to the date of this report. 
 

RESTRICTED STOCK UNITS 

As at the date of this report, there were 3,000,000 Restricted Stock Units (“RSU”) on issue. 

The following restricted stock units were issued during the financial period and to the date of this report 
pursuant to the Company’s Long Term Incentive Plan: 

• 2,950,000 Restricted Stock Units were issued to employees on 8 June 2018. 
• 50,000 Restricted Stock Units were issued to a contractor on 18 July 2018.  

 
No Restricted Stock Units were converted during the half-year and to the date of this report. 
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SIGNIFICANT EVENTS AFTER THE BALANCE DATE 

No matters or circumstances have arisen since the end of the half-year which significantly affected or may 
significantly affect the operations of the Consolidated Entity, the results of those operations, or the state of 
affairs of the Consolidated Entity in subsequent financial periods.   

 

AUDITOR INDEPENDENCE 

The Directors received the Independence Declaration, as set out on page 5, from Ernst & Young. 

 

Signed in accordance with a resolution of the Directors. 

 

 

Louis DiNardo 
Chairman 

San Francisco, USA, 28 August 2018 



A member firm of Ernst & Young Global Limited 
Liability limited by a scheme approved under Professional Standards Legislation 

 
 
 
 
 
 
 
 

PT:CT:BRAINCHIP:031 

Ernst & Young 
11 Mounts Bay Road 
Perth  WA  6000  Australia 
GPO Box M939   Perth  WA  6843 

 Tel: +61 8 9429 2222 
Fax: +61 8 9429 2436 
ey.com/au 

 

Auditor’s Independence Declaration to the Directors of BrainChip 
Holdings Ltd 

As lead auditor for the review of BrainChip Holdings Ltd for the half-year ended 30 June 2018, I declare to 
the best of my knowledge and belief, there have been: 

a. no contraventions of the auditor independence requirements of the Corporations Act 2001 in 
relation to the review; and   

b. no contraventions of any applicable code of professional conduct in relation to the review. 

This declaration is in respect of BrainChip Holdings Ltd and the entities it controlled during the financial 
period. 
 
 
 
 
Ernst & Young 
 
 
 
 
Philip Teale 
Partner 
29 August 2018 
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 Note 30 June 2018 
Restated 

30 June 2017 
  US$ US$  

Continuing operations    
Revenue from contracts with customers  3 505,001 133,102 

    
Research & development expenses 4(a) (1,207,770) (1,178,017) 
Selling & marketing expenses 4(b) (709,889) (134,352) 
General & Administrative expenses 4(c) (2,495,187) (2,233,888) 
Share based payment expense 12(a) (4,974,579) (2,921,012) 

Operating loss  (8,882,424) (6,334,167) 

Finance income 5(a) 112,319 198,344 
Finance expense 5(b) (75) (3,782) 

Loss from continuing operations before income tax  (8,770,180) (6,139,605) 

Income tax expense  -  -  

Loss from continuing operations after income tax  (8,770,180) (6,139,605) 
    

Gain from discontinued operations after tax 15 - 36,124 
    

Net loss for the period 
 

(8,770,180) (6,103,481) 

    

Other comprehensive income / (loss)    
Other comprehensive income not to be reclassified to profit or 
loss in subsequent periods (net of tax):    
    Remeasurement gains (losses) on defined benefit plans  34,094 2,019 
Items that may be reclassified subsequently to profit or loss (net 
of tax):    
    Exchange differences on translation of foreign operations  (37,035)  (28,292)  

Other comprehensive loss for the period, net of tax  (2,941) (26,273) 

Total comprehensive loss for the period, net of tax 
 

(8,773,121) (6,129,754) 

    

  
US cents per 

share 
US cents per 

share 
Loss per share from continuing operations attributable to 
ordinary equity holders of the Company    

Basic and diluted loss per share  6 (0.90) (0.75) 

    
Loss per share from discontinuing operations attributable 
to ordinary equity holders of the Company    

Basic and diluted loss per share   - - 

    
Loss per share attributable to ordinary equity holders of the 
Company    

Basic and diluted loss per share 6 (0.90) (0.75) 
    

    
    
The above statement of comprehensive income should be read in conjunction with the accompanying notes. 



Consolidated Statement of Financial Position  
As at 30 June 2018 
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 Note 
30 June 

2018 
31 December 

2017 
  US$ US$ 
    

CURRENT ASSETS    
Cash and cash equivalents 7 11,892,002  16,049,330  
Trade and other receivables  465,329  358,975  
Inventory  21,093 20,563 
Other assets 8 110,562  333,600  
Total current assets  12,488,986  16,762,468  

    
NON-CURRENT ASSETS    
Plant and equipment  209,502 192,307 
Intangible assets 9 2,894,838 2,814,027 
Other assets  40,994 41,512 
Total non-current assets  3,145,334 3,047,846 
TOTAL ASSETS  15,634,320 19,810,314 

    
CURRENT LIABILITIES    
Trade and other payables 10 793,939 1,160,337 
Employee benefits liabilities  239,131 208,129 
Total current liabilities  1,033,070 1,368,466  

    
NON-CURRENT LIABILITIES    
Financial liabilities  229,887 236,342 
Defined benefit plan  109,690 139,036 
Total non-current liabilities  339,577  375,378  
TOTAL LIABILITIES  1,372,647 1,743,844 

      
NET ASSETS   14,261,673 18,066,470 

    
EQUITY    
Contributed equity 11(a) 55,128,516 53,570,901 
Share based payments reserve  14,144,163 10,733,454 
Foreign currency translation reserve  44,521 81,556 
Other equity reserve  247,872 247,872 
Accumulated losses  (55,303,399) (46,567,313) 
TOTAL EQUITY   14,261,673 18,066,470 

    
The above statement of financial position should be read in conjunction with the accompanying notes. 



Consolidated Statement of Cash Flows  
For the half-year ended 30 June 2018 
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 Note 30 June 2018 30 June 2017 
  US$ US$ 
    

CASH FLOWS USED IN OPERATING ACTIVITIES    
Receipts from customers  523,483 183,250 
Grants and R&D credits received from third parties  237,771 178,032 
Payments to suppliers and employees  (4,335,074) (3,179,763) 
Interest received  54,943 11,587 
Interest paid  (75) (1,955) 
Other income  - 5,220 
Net cash flows used in operating activities  (3,518,952) (2,803,629) 

    
CASH FLOWS USED IN INVESTING ACTIVITIES    
Payments for property, plant and equipment  (22,905)  (86,835)  
Payments for purchase of patents and licenses  (21,055) (229,176) 
Payments for capitalised research and development   (566,461) (152,337) 
Proceeds from sale of royalty interests   - 32,297 
Net cash flows used in investing activities  (610,421) (436,051) 

    
CASH FLOWS FROM FINANCING ACTIVITIES    
Receipts from the issue of shares  - 4,597,620 
Payment of share issue costs  (6,255) (342,312) 
Repayment of loans to third parties  - (186,579) 
Net cash flows (used in)/ from financing activities  (6,255) 4,068,729 

    
Net (decrease)/ increase in cash and cash equivalents  (4,135,628) 829,049 
    
Net foreign exchange differences  (21,700) 94,167 
Cash at the beginning of the financial period  16,049,330 3,593,951 
Cash and cash equivalents at the end of the period 7 11,892,002 4,517,167 

    
The above cash flow statement should be read in conjunction with the accompanying notes.  



Consolidated Statement of Changes in Equity  
For the half-year ended 30 June 2018 
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Contributed 
equity 

Share based 
payment 
reserve 

Other 
reserves 

Foreign 
currency 
reserve 

Accumulated 
losses Total equity 

 
US$ US$ US$ US$ US$ US$ 

At 1 January 2017 34,013,023 3,792,094 247,872 5,414 (32,791,785) 5,266,618 

Loss for the year -  -  - - (6,103,481) (6,103,481) 

Other comprehensive 
loss -  -  - (28,292) 2,019 (26,273) 

Total 
comprehensive loss 
for the period -  -  - (28,292) (6,101,462) (6,129,754) 

Transactions with 
owners in their 
capacity as owners       

Issue of share capital 4,597,620 -  - - -  4,597,620 

Share issue costs (342,312) - - - - (342,312) 

Share-based payment -  2,921,012 - - -  2,921,012 

At 30 June 2017 38,268,331 6,713,106 247,872 (22,878) (38,893,247) 6,313,184 

   
  

  

 

Contributed 
equity 

Share based 
payment 
reserve 

Other 
reserves 

Foreign 
currency 
reserve 

Accumulated 
losses Total equity 

 
US$ US$ US$ US$ US$ US$ 

At 1 January 2018 53,570,901 10,733,454 247,872 81,556 (46,567,313) 18,066,470 

Loss for the year -  -  - - (8,770,180) (8,770,180) 

Other comprehensive 
loss -  -  - (37,035) 34,094 (2,941) 

Total 
comprehensive loss 
for the period -  -  - (37,035) (8,736,086) (8,773,121) 

Transactions with 
owners in their 
capacity as owners       
Issue of share capital 1,563,870 -  -  -  -  1,563,870 

Share issue costs (6,255) -  - - - (6,255) 

Share-based payment -  3,410,709 - - -  3,410,709 

At 30 June 2018 55,128,516 14,144,163 247,872 44,521 (55,303,399) 14,261,673 

       



Notes to the Consolidated Financial Statements  
For the half-year ended 30 June 2018 
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1. CORPORATE INFORMATION 

The interim condensed consolidated financial report of BrainChip Holdings Ltd (“Company”) and its controlled entities 
(“Consolidated Entity” or “Group”) for the half-year ended 30 June 2018 was authorised for issue in accordance with 
a resolution of the Directors on 28 August 2018. 

BrainChip Holdings is a for-profit Company limited by shares, incorporated and domiciled in Australia, and whose 
shares are publicly traded on the Australian Securities Exchange. 

The address of the registered office is Level 12, 225 George Street, Sydney, NSW 2000, Australia. 

The nature of the operations and principal activities of the Consolidated Entity are described in the Directors’ Report. 

 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

(a) Basis of preparation 

The interim condensed consolidated financial report has been prepared in accordance with AASB 134 Interim 
Financial Reporting and the Corporations Act 2001.  

The 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 Company and the Group as the full annual financial report. 

It is recommended that the half-year financial report be read in conjunction with the annual report for the year ended 
31 December 2017 and considered together with any public announcements made by the Company during the half-
year ended 30 June 2018 in accordance with the continuous disclosure obligations of the ASX Listing Rules. 

New standards, interpretation and amendments adopted by the Group 

The accounting policies adopted in the preparation of the interim condensed consolidated financial statements are 
consistent with those followed in the preparation of the Group’s annual consolidated financial statements for the year 
ended 31 December 2017, except for the adoption of new standards effective as of 1 January 2018. The Group has 
not early adopted any other standard, interpretation or amendment that has been issued but is not yet effective.  

The Group applies, for the first time, AASB 15 Revenue from Contracts with Customers and AASB 9 Financial 
Instruments that require restatement of previous financial statements. As required by AASB 134, the nature and effect 
of these changes are disclosed below.  

Several other amendments and interpretations apply for the first time in 2018, but do not have an impact on the 
interim condensed consolidated financial statements of the Group. 

AASB 15 Revenue from Contracts with Customers 

AASB 15 supersedes AASB 118 Revenue and related Interpretations and it applies to all revenue arising from 
contracts with customers, unless those contracts are in the scope of other standards. The new standard establishes 
a five-step model to account for revenue arising from contracts with customers. Under AASB 15, revenue is 
recognised at an amount that reflects the consideration to which an entity expects to be entitled in exchange for 
transferring goods or services to a customer.  

The standard requires entities to exercise judgement, taking into consideration all of the relevant facts and 
circumstances when applying each step of the model to contracts with their customers. The standard also specifies 
the accounting for the incremental costs of obtaining a contract and the costs directly related to fulfilling a contract.  

The Group adopted AASB 15 using the full retrospective method of adoption. The Group determined there was no 
material financial effect of adopting AASB 15. 

As required for the interim financial statements, the Group disaggregated revenue recognised from contracts with 
customers into categories that depict how the nature, amount, timing and uncertainty of revenue and cash flows are 
affected by economic factors. Refer to Note 3 for the disclosure on disaggregated revenue.  

Revised Revenue policy 

Revenues from development service, license and product sales are recognised when an identified performance 
obligation is satisfied and the customer obtains and accepts control of the Company’s product and/or service. Sales 
of product and license sales generally occur at a point in time, typically upon delivery of the product to the customer.  
Development service is generally recognised as the Company creates or enhances an asset that the customer 
controls.  

Taxes collected from customers relating to product and service sales and remitted to governmental authorities are 
excluded from revenues. The Company expenses incremental costs of obtaining a contract as and when incurred 
because the expected amortisation period of the asset that the Company would have recognised is one year or less. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

AASB 9 Financial Instruments 

AASB 9 Financial Instruments replaces AASB 139 Financial Instruments: Recognition and Measurement for annual 
periods beginning on or after 1 January 2018, bringing together all three aspects of the accounting for financial 
instruments: classification and measurement; impairment; and hedge accounting. 

The Group has applied IFRS 9 retrospectively, with the initial application date of 1 January 2018.  

AASB 9 sets out requirements for recognising and measuring financial assets, financial liabilities and some contracts 
to buy or sell non-financial items. The Company has adopted AASB 9 retrospectively in accordance with the standard; 
changes in accounting policies resulting from the adoption of AASB 9 did not have a material impact on the 
Company’s consolidated financial statements. 

AASB 9 largely retains the existing requirements of AASB 139 for the classification and measurement of financial 
liabilities, however, it eliminates the previous AASB 139 categories for financial assets held to maturity, receivables 
and available for sale. Under AASB 9, on initial recognition a financial asset is classified as measured at: 

• Amortised cost; 

• Fair Value through Other Comprehensive Income (“FVOCI”) – debt investment; 

• FVOCI – equity investment; or 

• Fair Value through Profit or Loss (“FVTPL”) 

The classification of financial assets under AASB 9 is generally based on the business model in which a financial 
asset is managed and its contractual cash flow characteristics. A financial asset (unless it is a trade receivable without 
a significant financing component that is initially measured at the transaction price) is initially measured at fair value 
plus, for an item not at FVTPL, transaction costs that are directly attributable to its acquisition. For financial assets 
measured at amortised cost, these assets are subsequently measured at amortised cost using the effective interest 
method. The amortised cost is reduced by impairment losses. 

Interest income, foreign exchange gains and losses and impairment are recognised in profit or loss. Any gain or loss 
on derecognition is recognised in profit or loss. 

As of 30 June 2018, the Company’s financial instruments consist of cash and cash equivalents, trade and other 
receivables and trade and other payables.  

Cash and cash equivalents and trade and other receivables previously designated as receivables under AASB 139 
are now classified as amortised cost under AASB 9. The trade and other payables are designated as other financial 
liabilities, which are measured at amortised cost.  

The cash and cash equivalents, trade and other receivables, trade and other payables approximate their fair value 
due to their short-term nature. 

Other financial liabilities (as reported in the balance sheet) are reported as financial liabilities and measured through 
the fair value through the profit and loss. 

The Company classified the fair value of the financial instruments according to the following fair value hierarchy based 
on the amount of observable inputs used to value the instruments: 

The three levels of the fair value hierarchy are:  

• Level 1 – Values based on unadjusted quoted prices available in active markets for identical assets 
or liabilities as of the reporting date.  

• Level 2 – Values based on inputs, including quoted prices, time value and volatility factors, which can 
be substantially observed or corroborated in the marketplace. Prices in Level 2 are either directly or 
indirectly observable as of the reporting date.  

• Level 3 – Values based on prices or valuation techniques that are not based on observable market 
data. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Impairment of financial assets 

AASB 9 replaces the ‘incurred loss’ model in AASB 139 with an ‘expected credit loss’ (“ECL”) model. The new 
impairment model is applied to financial assets measured at amortized cost, contract assets and debt investments at 
Fair Value Through Other Comprehensive Income (“FVOCI”), but not to investments in equity instruments. 

Under AASB 9, loss allowances are measured on either of the following bases: 

• 12-month ECLs: these are ECLs that result from possible default events within the 12 months after 
the reporting date; and 

• Lifetime ECL: these are ECLs that result from all possible default events over the expected life of a 
financial instrument.  

ECLs are probability-weighted estimates of credit losses. Credit losses are measured at the present value of all cash 
shortfalls (I.e. the difference between the cash flows due to the Group in accordance with the contract and the cash 
flows that the Group expects to receive). ECLs are discounted at the effective interest rate of the financial asset. 

The Group has adopted a simplified approach for trade receivables on the initial transaction date (1 January 2018) 
with an amount equal to the full ECL to be recognized. As the ECL assessment has resulted in an immaterial credit 
loss, no impairment allowance has been recognized by the Group.  

 
3. REVENUE FROM CONTRACTS WITH CUSTOMERS   
  30 June 2018 30 June 2017 

  US$ US$ 
(a) Types of goods or service   
    
 Product revenue 19,738 76,934 
 License revenue 242,225 56,168 
 Development service revenue 243,038 - 
 Total revenue from contracts with customers 505,001 133,102 
    
(b) Timing of revenue recognition   

 Services transferred over time 252,690 76,934 
 Goods transferred at a point in time 252,311 56,168 
 Total revenue from contracts with customers 505,001 133,102 
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4. EXPENSES (1)   

  30 June 2018 
Restated 

30 June 2017 
  US$ US$ 

 
 

 
 

(a) Research & development expenses   
 Employee expenses 653,449 680,981 

 Grants received (144,387) (161,290) 
 Amortisation of intangible assets 544,793 621,049 
 Other expenses 153,915 37,277 

 Total research & development expenses 1,207,770 1,178,017 
    

(b) Selling & marketing expenses:   
 Employee expenses 367,698 99,458 
 Other expenses 342,191 34,894 
 Total selling & marketing expenses 709,889 134,352 
    

(c) General & Administrative expenses:   
 Director fees and key management personnel employee expenses 695,820 869,196 
 Employee expenses 201,295 73,543  
 Legal and professional fees 897,635  839,214  

 Travel and accommodation expenses 221,280  139,753 
 Depreciation of plant & equipment 11,648  23,211  

 Office rent 112,952 119,367 
 Other 354,557  169,604 
 Total general & administrative expenses 2,495,187 2,233,888 
    

 

(1) Certain comparative expenditures have been reclassified to (a) discontinued operations (refer Note 15), 
(b) align with the current period reporting presentation, and have been restated after the finalisation of the 
acquisition accounting related to the acquisition of BrainChip SAS in 2017 (refer Note 16). 
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5. FINANCE INCOME AND EXPENSES   
  30 June 2018 30 June 2017 

  US$ US$ 
(a) Finance income   
 Interest received 53,181 11,587 
 Foreign exchange gain 59,138 186,757 
 Total finance income 112,319 198,344 
    
(b) Finance expense   

 Interest expense 75 3,782 
 Total finance expense 75 3,782 

 
 

 
 

 
6. LOSS PER SHARE   
  30 June 2018 30 June 2017 

  US$ US$ 
    
 Net loss attributable to ordinary equity holders (8,770,180) (6,103,481) 

 
Net loss attributable to ordinary shareholders for diluted earnings per 
share (8,770,180) (6,103,481) 

    
 Basic and diluted loss per share (US cents per share) (0.90) (0.75) 

    

 Weighted average number of ordinary shares for basic loss per share 970,903,693 813,725,288 
 Effect of the dilution of share options and performance rights (1) (2) - - 

 
Weighted average number of ordinary shares adjusted for the effect of 
dilution 970,903,693 813,725,288 

    

 

(1) At 30 June 2018, the Company had on issue 201,050,000 (30 June 2017: 148,650,000) share options that 
are excluded from the calculation of diluted loss per share for the current period, because they were anti-
dilutive however they may be dilutive in the future. 

(2) At 30 June 2018, the Company had on issue 72,500,000 (30 June 2017: 57,500,000) performance rights that 
are excluded from the calculation of diluted loss per share for the current period, because they were anti-
dilutive however they may be dilutive in the future. 

 

  

7. CASH AND CASH EQUIVALENTS   

  
30 June  

2018 
31 December  

2017 
  US$ US$ 
    
 Cash at bank and in hand 11,892,002 16,049,330 

 Total 11,892,002 16,049,330 
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8. OTHER ASSETS    

  
30 June 

2018 
31 December 

2017 
  US$ US$ 
 CURRENT   
 Grants receivable from third parties (1) - 236,081 
 Prepayments  106,386 91,580 
 Interest receivable 4,176 5,939 
  110,562 333,600 
    

 
(1) Other current assets are grants to be received from various French 

government agencies. 
 

9. INTANGIBLE ASSETS  

  
30 June 

2018 
31 December 

2017 
  US$ US$ 
    
 Patents and licenses (a) 761,645 773,437 
 Capitalised research & development costs (b) 1,227,735 1,135,132 
 Goodwill 905,458         905,458  
  2,894,838 2,814,027 

    
(a) At cost – patents and licenses with finite useful life 852,023 841,869 
 Accumulated amortisation (90,378) (68,432) 
  761,645 773,437 
    

   

6 Months to 
30 June  

2018 
US$ 

 Movement in patents and licenses:   
 Opening balance  773,437 
 Additions   20,797 
 Amortisation  (32,258) 
 Foreign exchange movements - cost  (331) 
   761,645 
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9. INTANGIBLE ASSETS (continued)   

  
30 June 

2018 
31 December 

2017 
  US$ US$ 
    
(b) Capitalised research & development costs 3,264,411 2,738,355 
 Accumulated amortisation (2,036,676) (1,603,223) 
  1,227,735 1,135,132 
    

   

6 Months to 
30 June 

2018 
US$ 

 Movement in capitalised research & development costs:   
 Opening balance  1,135,132 
 Additions  566,461 
 Amortisation  (523,996) 
 Foreign exchange movements - cost  50,138 
   1,227,735 
  

 
As at 30 June 2018, the Group considered indicators of impairment of 
these assets and determined there was none. 

    
 

10. TRADE AND OTHER PAYABLES    

  
30 June 

2018 
31 December 

2017 
  US$ US$ 
 Current   
 Trade creditors and accruals 764,899 1,119,627 
 Vat and other taxes payable to foreign authorities 29,040 40,710 

  793,939 1,160,337 
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11. CONTRIBUTED EQUITY   

   
30 June 

2018 
31 December 

2017 
   US$ US$ 

(a) Ordinary Shares    
 Issued and fully paid   55,128,516 53,570,901 
   55,128,516 53,570,901 

     

(b) Movements in ordinary shares on issue  
30 June 

2018 
30 June 

2018 
   Number US$ 

 At 1 January 2018  969,080,489 53,570,901 
 Issue of shares as remuneration to Mr Louis DiNardo (1)  15,000,000 1,563,870 
 Share issue costs incurred  - (6,255) 

 At 30 June 2018  984,080,489 55,128,516 

     

 

(1) On 8 June 2018, 15,000,000 shares were issued to Mr Louis DiNardo. The shares were fair valued based on 
the share price of US$0.104 (A$0.14) on 10 May 2018, being the date of approval by shareholders at the AGM. 
The value of the shares issued are reported as a share based payment expense. 

(c) Terms and conditions of contributed equity    

 

Holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to 
one vote per share at shareholder meetings.  In the event of winding up the Company the holders are entitled to 
participate in the proceeds from the sale of all surplus assets in proportion to the number of and amounts paid 
up on shares held. 

      

(d) 
Performance Rights 
movements  

 
  

   

Opening 
balance  

1 January 
2018 

Converted Allocated Closing balance  
30 June 2018 

 Class B Perf Rights   1,000,000 -  1,000,000 2,000,000 
 Class C Perf Rights   6,000,000 - - 6,000,000 
 Class D Perf Rights   49,500,000 - - 49,500,000 
 Class E Perf Rights  - - 15,000,000 15,000,000 
   56,500,000 - 16,000,000 72,500,000 
       
(e) Options movements    
 The movement in unissued ordinary shares of the Company under option is as follows: 

   Expiry Date  
Exercise Price 

(US$) 
Number of 

options 

 Opening balance   190,550,000 

 
Unlisted Options issued to Directors, employees 
and consultants as share based payments (1)  Various Various 10,500,000 

 Closing balance   201,050,000 
     
 Total    

 The above options are exercisable at any time on or before the expiry date.  

 
(1) Refer Note 12(c) for details of the options issued to Directors, employees and consultants under the Long 

Term Incentive Plan. 
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12. SHARE-BASED PAYMENTS   30 June 2018 30 June 2017 
    US$ US$ 

(a) Recognised share-based payment expenses    
 Performance Rights issued to employees  443,674 132,685 
 Options issued to directors, employees and contractors  2,957,468 2,788,327 
 Restricted Stock Units issued to employees  9,567 - 
 Recognised in share-based payment reserve  3,410,709 2,921,012 
 Shares issued to employees  1,563,870 - 
 Total share-based payment expenses  4,974,579 2,921,012 

  
(b) Performance Rights issued during the period as share based payments  

 

The following issues of Performance Rights to employees were completed during the half-year: 
- 1,000,000 Class B Performance Rights issued on 8 June 2018, at a grant date fair value of US$0.11 per 

right and include a 12 month vesting period from the date of offer; and 
- 15,000,000 Performance Rights issued on 8 June 2018, at a grant date fair value of US$0.104 per right. 

The Rights were approved by shareholders at the AGM on 10 May 2018. 50% of the Rights vest on 10 
November 2018 and the remainder vest on 10 May 2019. 

 The fair value of the performance rights granted is estimated using the share price on the date of the grant. 
  
 The following table summarises the movement in Performance Rights issued to employees: 

  

Opening 
balance 

1 January 2018 

Issued 
during the 

year 

Converted 
during the 

year 

Closing 
balance 

30 June 2018 
 Class B Perf Rights 1,000,000 1,000,000 - 2,000,000 
 Class D Perf Rights 3,000,000 - - 3,000,000 
 Class E Perf Rights - 15,000,000 - 15,000,000 
  4,000,000 16,000,000 - 20,000,000 
      

(c) Options granted as share based payments to Directors, employees and consultants  

 
Unissued ordinary shares of the Company under option granted as share based payments during the period 
are as follows: 

 Type  Grant Date Expiry Date 
Exercise Price 

(US$) 
Number of 

options 
 Unlisted (1) (2)  05/03/2018 13/03/2028 0.147 7,100,000 
 Unlisted (3)  05/03/2018 13/03/2028 0.171 1,300,000 
 Unlisted (4)  30/04/2018 08/06/2028 0.136 500,000 
 Unlisted (4)  30/04/2018 08/06/2028 0.117 1,000,000 
 Unlisted (5)  16/06/2018 16/06/2028 0.105 600,000 
 Total     10,500,000  
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12. SHARE-BASED PAYMENTS (continued) 
  

(c) Options granted as share based payments to Directors, employees and consultants (continued) 

 

The following options were issued during the period pursuant to the Company’s Long Term Incentive Plan as 
approved by shareholders on 30 July 2015:   
(1) 5,100,000 unlisted options issued to employees on 13 March 2018 and expiring on 13 March 2028 with the 

following vesting terms:  
i. 1,200,000 vest 5 July 2021; 
ii. 800,000 vest 7 October 2021; 
iii. 650,000 vest 15 January 2020; 
iv. 1,500,000 vest 9 December 2019; 
v. 800,000 vest 15 January 2021; 
vi. 150,000 vesting equally over a 4-year period from 5 March 2018. 

(2) 2,000,000 unlisted options issued to consultants on 13 March 2018, expiring on 13 March 2028, with the 
following vesting terms: 25% on 30 April 2018, 25% on 30 September 2018 and 50% on 13 February 2019. 

(3) 1,300,000 unlisted options issued to employees on 13 March 2018 and expiring on 13 March 2028, vesting 
equally over a 4-year period from 5 March 2018.   

(4) 500,000 unlisted options issued to employees and 1,000,000 issued to consultants on 8 June 2018 and 
expiring on 8 June 2028, vesting equally over a 4-year period from 30 April 2018.   

(5) 600,000 unlisted options issued to employees on 16 June 2018 and expiring on 16 June 2028, vesting 
equally over a 4-year period from 16 June 2018.   

 
The above options are exercisable after vesting and at any time on or before the expiry date.   

 
(d) Options forfeited  

 No options were forfeited during the period. 
     

(e) Movement in Share Options granted as share based payments    

 
The following table illustrates the number and weighted average exercise prices (WAEP) of, and movements 
in, share options issued as share based payments during the half-year: 

  

 
 2018 

Number 
2018 

WAEP 
(US$) 

 Outstanding at 1 January   164,300,000 0.161 
 Granted during the period   10,500,000 0.145 
 Forfeited during the period   - - 
 Lapsed during the period   - - 
 Expired during the period   - - 
 Outstanding at the end of the period   174,800,000 0.160 

 
Exercisable (vested and unrestricted)  
at the end of the period 

 

 52,050,000 0.180 
       
 The weighted average remaining contractual life for the share options outstanding at 30 June 2018 is 4.02 

years (31 December 2017: 4.40 years).  
The weighted average fair value of options granted during the year was US$0.112 (31 December 2017: 
US$0.110) 
The range of exercise prices for options outstanding at the end of the half-year was US$0.105 to US$0.242. 
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12. SHARE-BASED PAYMENTS (continued) 
  

(f) Options pricing model 
 The fair value of the equity-settled share options granted under the LTIP, DOOP and by shareholder 

approval is estimated as at the date of grant using a Black Scholes Option Pricing model. 

The following table lists the inputs to the models used for the valuation of options issued during the half-
year to 30 June 2018 to Directors, employees and consultants:  

  

  Number of options 

Fair value at 
measurement 

date 
US$ 

Share price 
at Grant 

Date  
US$ 

Exercise 
price  
US$ 

Expected 
volatility 

Risk-free 
interest 

rate  
(%) 

Expected 
life of 

options in 
years 

 
Employee  

5,100,000 0.124 0.140 0.147 97.3 2.75 10.0 
 1,300,000 0.123 0.140 0.171 97.3 2.75 10.0 
 500,000 0.097 0.110 0.136 97.3 2.77 10.1 
  600,000 0.094 0.105 0.105 97.3 2.67 10.0 
 Consultant 2,000,000 0.124 0.140 0.147 97.3 2.75 10.0 
 1,000,000 0.098 0.110 0.117 97.3 2.77 10.1 

   

 

The expected life of the share options is based on historical data and is not necessarily indicative of exercise 
patterns that may occur. The expected volatility reflects the assumption that the historical volatility over a 
period similar to the life of the options is indicative of future trends, which may not necessarily be the actual 
outcome. 

  
(g) Restricted  Stock Units issued during the period as share based payments 
 The Company issued the following Restricted Stock Units to employees during the half-year: 

- 2,950,000 restricted stock units on 8 June 2018, at a grant date fair value of US$0.103 per unit and 
include a 12 month vesting period from the date of grant.    

 The fair value of the Restricted Stock Unit granted is estimated using the share price on the date of the grant. 
 

13. OPERATING SEGMENTS 
  

 For management purposes, the Group is organised into one operating segment, being the technological 
development of designs that can be licensed to OEM (Original Equipment Manufacturer) Customers, End 
Users and System Integrators based on Artificial Neural Networks. 

All the activities of the Group are interrelated, and each activity is dependent on the others.  Accordingly, all 
significant operating disclosures are based upon analysis of the Group as one segment. The financial results 
from this segment are equivalent to the financial statements of the Group as a whole. 

The Group currently derives revenue from BrainChip Inc., located in the USA, and BrainChip SAS, its France 
based subsidiary. 

Geographically, the Group has the following revenue information based on the location of its customers and 
non-current assets from where its investing activities are managed. 

 

 
30 June 2018 

US$ 
30 June 2017 

US$ 
 Revenue from external customers   
 North America 453,124 17,974 
 Europe, Middle East & Asia (EMEA) 51,877 115,128 
 Revenue from continuing operations 505,001 133,102 
    
 Customers representing more than 10% of revenues in the current year amounted to $497,676 comprising: 

- license and software development revenues of $453,124 all of which was earned from a North 
American customer (2017: $53,735 of which $15,540 was earned from a North American customer and 
$38,195 earned from customers in Europe); and  

- engineering services revenue of $44,638 (2017: $61,110) which was earned from a European customer.    
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13. OPERATING SEGMENTS (continued) 
 

 

Non-current assets 

30 June 
2018 
US$ 

31 December 
2017 
US$ 

 North America  1,305,050 1,117,018 
 EMEA 1,840,284 1,930,828 
  3,145,334 3,047,846 

 

 
14. EVENTS AFTER BALANCE DATE 

 
No matters or circumstances have arisen since the end of the half-year which significantly affected or may 
significantly affect the operations of the Consolidated Entity, the results of those operations, or the state of affairs 
of the Consolidated Entity in subsequent financial periods.   

 

15. DISCONTINUED OPERATION     
    2017 
    US$ 
     
 Sale of ORRI and dissolution of subsidiaries 2017    36,124 
 Net gain from discontinued operations after tax   36,124 

      
(a) Sale of ORRI and dissolution of subsidiaries 2017:     

 During the prior half-year, BrainChip dissolved its wholly owned subsidiaries, 
Eternal Resources Pty Ltd and Indian Ocean Minerals Investment 
Corporation, and sold an interest in an overriding royalty interest agreement 
(“ORRI”) to a third party.   

        
(i) Financial performance      

       
 Other revenues – oil & gas royalties    5,220 
 Other revenues – sale of interest in overriding royalty interest  32,289 
 General & administrative expenses    (1,385) 
 Operating gain from discontinued operations   36,124 
 Income tax expense   - 
 Operating gain attributable to discontinued operations after tax   36,124 
 Gain on dissolution of subsidiaries   - 
 Income tax expense    - 
 Gain on dissolution of subsidiaries after tax   36,124 
 Net gain attributable to discontinued operations   36,124 
       
 (ii) Cash flow information. 
     
 Net cash outflow from operating activities   (1,385) 
 Net cash inflow from investing activities   32,289 
 Net increase in cash generated by the disposal    30,904 
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16.  ACQUISTION OF BRAINCHIP SAS 

On 1 September 2016, BrainChip Holdings Ltd completed the acquisition of BrainChip SAS (formerly Spikenet 
Technology SAS), a France based Artificial Intelligence company pursuant to a Share Sale Agreement dated 25 
August 2016. 
 
Finalisation of the acquisition accounting was completed in 2017, and with the financial year ended 31 December 
2016 restated as if the accounting for the business combination had been finalised at the acquisition date. As a 
result, intangible assets decreased by $905,458 and Goodwill increased by a corresponding amount. In addition, 
following the assessment of the useful lives of the intangible assets, additional amortisation of $242,486 was 
recognised for the year ended 31 December 2016, and a further $286,878 loss was recognised for the half year 
ended 30 June 2017,  

  

Fair value at 
acquisition 

date restated 
during 2017 

Provisional 
fair value at 
acquisition 

date reported 
at 31 

December 
2016 

(a) Purchase Consideration  US$ US$ 

 BrainChip Holdings Ltd shares issued  10,405,488 10,405,488 

 
Share price of A$0.12 being the share price of BrainChip Holdings 
on 1 September 2016  0.09 0.09 

 Fair value of shares issued  938,442 938,442 
 Cash paid - €529,598   590,226 590,226 
 Loan from BrainChip Holdings Ltd  139,554 139,554 
 Purchase consideration  1,668,222  1,668,222  
     

(b) Fair value of assets and liabilities acquired    
     
 Trade and other receivables   255,116 255,116 
 Inventories  151 151 
 Grants receivable   221,837 221,837 
 Other current assets   34,403 34,403 
 Property plant and equipment   11,875 11,875 
 Intangible assets   1,900,000 2,805,458 
 Goodwill   905,458 - 
 Non-current other assets  21,924 21,924 
 Overdraft facility acquired  (77,560) (77,560) 
 Trade and other payables   (365,754) (365,754) 
 Financial liabilities - current   (490,933) (490,933) 
 Financial liabilities - non-current   (247,053) (247,053) 
 Employee benefits liabilities   (47,157) (47,157) 
 Other liabilities   (343,652) (343,652) 
 Defined benefit plan   (110,433) (110,433) 
 Net assets acquired  1,668,222 1,668,222 
     

 
The fair value of trade and other receivables is $255,116. None of the trade and other receivables have been 
impaired and it is expected that the full contractual amounts can be collected. 

 

Goodwill represents the difference between the aggregate of the fair values of the net identifiable assets and the 
cost of the acquisition.  Goodwill accounts for intangible assets of the business not separately recognised on the 
balance sheet including the assembled workforce of highly technical, experienced personnel; established 
geographic presence in France, an important market for the Group’s products; and favourable government 
relations in France.  Goodwill also accounts for the fair value of expected synergies specific to the combination 
of BrainChip and BrainChip SAS including the synergies derived from combining two technical teams with 
extremely scarce expertise in Spiking Neural Networks technology. 
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In accordance with a resolution of the Directors of BrainChip Holdings Ltd, I state that: 

 

1. In the opinion of the Directors: 

 

(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 Consolidated Entity's financial position as at 30 June 2018 and 
of its performance for the half-year ended on that date; and 

 

(ii) complying with the Australian Accounting Standards (including the Australian Accounting 
Interpretations) and 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; and 

 

2. This declaration has been made after receiving the declarations required to be made to the Directors in 
accordance with section 295A of the Corporations Act 2001 for the half-year ended 30 June 2018. 

 

 

On behalf of the Board. 

 

Louis DiNardo 
Chairman 

San Francisco, USA, 28 August 2018 
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Independent auditor’s report to the members of BrainChip Holdings Ltd 

Report on the half-year financial report 

Conclusion 

We have reviewed the accompanying half-year financial report of BrainChip Holdings Ltd (the Company) 
and its subsidiaries (collectively the Group), which comprises the consolidated statement of financial 
position as at 30 June 2018, the consolidated statement of profit or loss and other comprehensive 
income, consolidated statement of changes in equity and consolidated statement of cash flows for the 
half-year ended on that date, notes comprising a statement of significant accounting policies and other 
explanatory information, and the directors’ declaration. 

Based on our review, which is not an audit, nothing has come to our attention that causes us to believe 
that the half-year financial report of the Group is not in accordance with the Corporations Act 2001, 
including: 

a. giving a true and fair view of the consolidated financial position of the Group as at 30 June 2018 and 
of its consolidated financial performance for the half-year ended on that date; and 

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

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 control as the directors determine is necessary to enable the preparation of the 
half-year financial report that is free from material misstatement, whether due to fraud or error.  
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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 a Financial Report Performed by the Independent Auditor of the Entity, in order to state whether, on the 
basis of the procedures described, anything has come to our attention that causes us to believe that the 
half-year financial report is not in accordance with the Corporations Act 2001 including: giving a true and 
fair view of the Group’s consolidated financial position as at 30 June 2018 and its consolidated financial 
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 the Group, 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. 
 
 
 
 
Ernst & Young 
 
 
 
 
Philip Teale 
Partner 
Perth 
29 August 2018 


