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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 2016 (2015: Nil). There was no 
distribution reinvestment plan in operation during the half-years ended 30 June 2016 and 2015. 
 
Additional Information  
 
Additional Appendix 4D disclosure requirements can be found in the attached Financial Report for the half-
year ended 30 June 2016. 
 
This report is based on the consolidated financial statements and notes which have been reviewed by Ernst 
& Young. 
 
  

Current reporting period: 30 June 2016 
  
Previous corresponding reporting period: 30 June 2015 
  
Functional Currency: US dollars 

  30 June 2016  30 June 2015  
  US$  US$ % change 
      
Revenues from ordinary activities  132,244 300,185 (56%) 
    
Loss from ordinary activities after tax attributable 
to members  (2,067,763) (414,376) (399%) 
    
Loss from ordinary activities attributable to 
members  (2,067,763) (414,376) (399%) 
      
Dividends      
No dividends were paid or declared during the year ended 30 June 2016 (2015: Nil).  
      

Loss per share   
US cents per 

share  
US cents per 

share 
 

Basic loss per share   (0.30)  (0.15)  
Diluted loss per share   (0.30)  (0.15)  
      
Net tangible asset backing (US cents per 
share)     

 

Net tangible asset backing per ordinary share   0.40  (0.03)  
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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 2016.  

 

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.  

Eric (Mick) Bolto  – Non-Executive Chairman  

Peter van der Made  – Executive Director  

Neil Rinaldi  – Non-Executive Director  

Adam Osseiran  – Non-Executive Director  

 

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

Nerida Schmidt 

 

 

REVIEW AND RESULTS OF OPERATIONS 

PRINCIPAL ACTIVITIES 

The principal activity of the Group is the development of neural computing technology with a primary focus on 
the further development of its Spiking Neuron Adaptive Processor (“SNAP”) technology and licensing the 
SNAP technology designs with potential technology partners.  

REVIEW OF OPERATIONS 

On 1 February 2016, the Company announced it had signed a strategic joint development and marketing 
agreement with Applied Brain Research (ABR), a provider of an integrated technology software platform 
focused on building unified Artificial Intelligence (AI) systems.  

On 18 February 2016, in a major advancement to its existing and patented SNAP technology, the Company 
announced that its research and development team had completed development of a unique Autonomous 
Feature Extraction (“AFE”) system.  Utilizing the hyper-speed SNAP neural processor, the AFE system is able 
to process and learn complex and overlapping real-world digital features, and has been used on a range of 
input patterns and shapes. 

On 23 February 2016, the Company announced that it had achieved a further significant advancement of its 
artificial intelligence technology with completion of the development of an Autonomous Visual Feature 
Extraction system (AVFE), an advancement of the AFE system. The AVFE system was developed and 
interfaced with a Dynamic Vision Sensor (DVS) which is an artificial retina. 

On 15 March 2016, the Company announced the achievement of Milestone 3 by achieving the development 
and release of a Client / Server Interface Tool to its autonomously learning SNAP technology, ahead of 
schedule and within budget.   

On 16 June 2016 the Company successfully completed and closed off a fully subscribed non-renounceable 
pro-rata entitlement offer to eligible shareholders at an issue price of A$0.15 per share on the basis of 1 for 26 
shares held on 20 April 2016 to raise A$4,075,438.  The capital raising was completed via the issue of 
27,169,586 new shares. 

The Company announced on 30 June 2016 it had signed a binding term sheet to acquire 100% of the share 
capital of Spikenet Technology (“Spikenet”), a revenue producing, France based Artificial Intelligence (“AI”) 
company in exchange for 10.4 million shares in BrainChip Holdings Ltd and 529,598 Euros.  Refer to the 
“Significant Events After Balance Sheet Date” note for further comment. 
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Operating Results 

The consolidated loss for the half-year ended 30 June 2016 after income tax was US$2,067,763 (2015: 
US$414,396).  

The loss from ordinary activities and attributable to members increased due to: 

1) The increased development and operational activities of BrainChip after the completion of the acquisition 
of BrainChip Holdings in September 2015 which resulted in increased salaries (employees increased from 
3 to 6), increased consultancy and other associated expenses; 

2) Share based payment expense of US$314,696 in the half-year ended 30 June 2016 related to the issue 
of options and performance rights to employees and consultants (2015: $Nil); 

3) Exploration expenses incurred in the half-year ended 30 June 2016 related to the remaining Madagascar 
tenements of US$119,586 (2015: $Nil);  

4) US$532,356 (2015: $Nil) impairment of the amount receivable in relation to the 2013 sale of mining 
tenements in Madagascar due to the purchasers either not meeting agreed payment terms or defaulting 
on the payment of the renewal license fees resulting in a risk of the sales being rescinded by the 
Madagascar government; and 

5) Lower other revenues received in the current half-year. 

At the end of the half-year the Group had consolidated net assets of US$2,776,220 (2015: US$1,736,570), 
including cash reserves of US$2,896,972 (2015: US$1,393,869).  

Overall there has been an increase in the amount of cash spent in operating activities to US$1,303,064 (2015: 
US$218,002) as noted in the Consolidated Statement of Cash Flows, which reflects the work undertaken to 
commercialise its proprietary and proven SNAP engine, as well as increased general corporate administration 
costs. 

LIKELY DEVELOPMENTS AND EXPECTED RESULTS 

It is expected that the Group will achieve further development of its SNAP technology and licensing of the 
SNAP technology designs with potential technology partners.  At the same time the Group will continue to look 
to divest itself of its exploration licenses within Madagascar.  

SHARE ISSUES 

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

 35,500,000 shares issued on conversion of Class C Performance Rights on attainment of Milestone 3 
on 8 April 2016; 

 4,526,634 shares issued at an issue price of A$0.15 per Share in accordance with the non-
Renounceable Rights Issue to raise A$678,996 on 18 May 2016;  

 11,666,668 shares issued at an issue price of A$0.15 per Share in accordance with Underwriting 
Agreements to raise A$1,750,000 on 25 May 2016 and 

 10,976,284 shares issued at an issue price of A$0.15 per Share in accordance with Shortfall 
Agreements to raise A$1,646,443 on 16 June 2016. 

SHARE OPTIONS 

As at the date of this report, there were 24,550,000 unissued ordinary shares under option.   

The following options were issued during and since the end of the half-year: 

 1,500,000 unlisted options exercisable at A$0.23 per share before 1 February 2021 issued pursuant 
to the Company’s Long Term Incentive Plan as approved by shareholders on 30 July 2015 to 
employees on 1 February 2016. 

The following options were forfeited during and since the end of the half-year: 
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 5,000,000 unlisted options exercisable at A$0.24 per share before 21 December 2020 issued 
pursuant to the Company’s Long Term Incentive Plan as approved by shareholders on 30 July 2015 
to employees on 21 December 2015. 

 

PERFORMANCE RIGHTS 

As at the date of this report, there were 87,000,000 Performance Rights on issue. 

The following Performance Rights were issued during and since the end of the half-year: 

 500,000 Class C Performance Rights issued pursuant to the Company’s Performance Rights Plan as 
approved by shareholders on 30 July 2015 to employees 1 February 2016. 

The following Performance Rights were converted during the half-year: 

 35,500,000 Class C Performance Rights on 8 April 2016 on the attainment of Milestone 3.  

 

SIGNIFICANT EVENTS AFTER THE BALANCE DATE 

On 30 June 2016, the Company announced it had signed a binding term sheet to acquire 100% of the share 
capital of Spikenet Technology (“Spikenet”), a revenue producing, France based Artificial Intelligence (“AI”) 
company in exchange for 10,405,488 shares in BrainChip Holdings Ltd and 529,598 euros.   
 
At the time of signing of this report, completion of the acquisition is dependent on the satisfaction of certain 
procedural events contained within a Share Sale Agreement signed and dated 25 August 2016.   

 

AUDITOR INDEPENDENCE 

The Auditor’s Independence Declaration on page 6 from Ernst & Young forms part of the Directors’ Report for 
the half-year ended 30 June 2016. 

 

Signed in accordance with a resolution of the Directors. 

 

 

 

E Bolto 

Chairman 

Perth, 26 August 2016 



A member firm of Ernst & Young Global Limited 

Liability limited by a scheme approved under Professional Standards Legislation 

 
 
 
 
 

PT:RH:BRAINCHIP:010 

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 2016, 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 
 

 
 
P Teale 
Partner 
26 August 2016 
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 Note 30 June 2016 30 June 2015 
  $US $US 
    

Interest revenue 3(a) 4,615  - 
Other income 3(b) 127,623 300,185 

  132,238 300,185  
    

Administration and other expenses 4 (1,233,363) (714,561) 
Impairment of receivable 7 (532,356) - 
Write off of deferred exploration and evaluation expenditure 8 (119,586) - 
Share based payment expense 10 (314,696) - 
    

Loss from continuing operations before income tax   (2,067,763)  (414,376) 

Income tax expense  -  - 

Loss from continuing operations after income tax  (2,067,763) (414,376) 
    

Loss from discontinued operations after tax  - - 
    

Net loss for the period  (2,067,763) (414,376) 
    

Other comprehensive income / (loss)  - - 
    

Other comprehensive loss for the period, net of tax  - - 

    

Total comprehensive loss for the period, net of tax  (2,067,763) (414,376) 

    
    
Loss per share (US cents per share) from continuing operations 
attributable to ordinary equity holders of the Company    

Basic loss per share (US cents per share) 5 (0.30) (0.15) 

Diluted loss per share (US cents per share) 5 (0.30) (0.15) 
    
    

    
    
    
The above consolidated statement of profit or loss and other comprehensive income should be read in 
conjunction with the accompanying notes. 
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 Note 
30 June 

2016 
31 December

2015 

  $US $US 

    
CURRENT ASSETS    
Cash and cash equivalents  2,896,972 1,393,869 

Trade and other receivables 7 586  571,885 

Other assets  64,283  62,555 

Total current assets  2,961,841  2,028,309 

    
NON-CURRENT ASSETS    
Plant and equipment  72,894  65,381 

Exploration and evaluation expenditure 8 - - 

Intangible assets  30,824 31,704 

Other assets  6,196 6,196 

Total non-current assets  109,914  103,281 

TOTAL ASSETS  3,071,755  2,131,590 

    
CURRENT LIABILITIES    
Trade and other payables  238,879 354,290 

Employee benefits liabilities  56,656  40,730 

Total current liabilities  295,535  395,020 

    

TOTAL LIABILITIES  295,535 395,020 

      

NET ASSETS  2,776,220 1,736,570 

    
EQUITY    
Contributed equity 9 30,059,595  27,266,878 

Share based payments reserve  2,230,561 1,939,902 

Other equity reserve  247,872 247,872 

Accumulated losses  (29,761,808) (27,718,082) 

TOTAL EQUITY   2,776,220 1,736,570 

    
The above consolidated 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 2016 

BrainChip Holdings Ltd  30 June 2016 half-year Report 9 

 

 

 Note 
30 June 

2016 
30 June

2015 
  US$ US$ 

    
CASH FLOWS USED IN OPERATING ACTIVITIES    
Payments to suppliers and employees  (1,312,510) (518,187) 

Interest received  4,615  - 

Other income  4,831  300,185 

Net cash flows used in operating activities  (1,303,064) (218,002) 

    
CASH FLOWS USED IN INVESTING ACTIVITIES    
Payments for property, plant and equipment  (16,500)  (71,703) 

Payments for exploration and evaluation  (117,660) - 

Payments for purchase of patents  - (6,342) 

Proceeds from sale of mineral licences   85,609  - 

Net cash flows used in investing activities  (48,551) (78,045) 

    
CASH FLOWS FROM FINANCING ACTIVITIES    
Receipts from the issue of shares  2,964,682 - 

Payments for cost of share issues  (171,965) - 

Loans from BrainChip Holdings prior to Acquisition  - 190,210 

Loans from shareholders via convertible notes  - 190,000 

Net cash flows used in financing activities  2,792,717 380,210 

    
Net increase in cash and cash equivalents  1,441,102 84,163 

    

Net foreign exchange differences  62,001 - 

Cash at the beginning of the financial period  1,393,869  31,632 

Cash and cash equivalents at the end of the period  2,896,972 115,795 

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

equity 
Options 
reserve 

Other 
equity 

reserve 
Accumulated 

losses Total equity 

 US$ US$ US$ US$ US$ 
At 1 January 2015 20,112 - - (357,967) (337,855) 

      

Loss for the year - - - (414,376) (414,376) 

Other comprehensive income - - - -  - 

Total comprehensive loss for the 
period - - - (414,376) (414,376) 

Transactions with owners in their 
capacity as owners      

Issue of share capital  20,112 - - -  20,112 

At 30 June 2015 20,112 - - (772,343) (752,231) 

      

 
Contributed 

equity 
Options 
reserve 

Other 
equity 

reserve 
Accumulated 

losses Total equity 

 US$ US$ US$ US$ US$ 
At 1 January 2016 27,266,878 1,939,902 247,872 (27,718,082) 1,736,570 

      

Loss for the year - - - (2,067,763) (2,067,763) 

Other comprehensive loss - - - -  - 

Total comprehensive loss for the 
period - - - (2,067,763) (2,067,763) 

Transactions with owners in their 
capacity as owners      
Issue of share capital 2,964,682 - - -  2,964,682 

Costs of share issued (171,965) - - - (171,965) 

Forfeiture of options issued in prior year - (24,037) - 24,037 - 

Share-based payment expense - 314,696 - -  314,696 

At 30 June 2016 30,059,595 2,230,561 247,872 (29,761,808) 2,776,220 

 

The above consolidated statement of changes in equity should be read in conjunction with the accompanying notes. 
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1. CORPORATE INFORMATION 

This general purpose financial report of BrainChip Holdings Ltd (“the Company”) and its controlled entities (“the 
Consolidated Entity” or “the Group”) for the half-year ended 30 June 2016 was authorised for issue in accordance 
with a resolution of the Directors on 25 August 2016. 

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 2, 6 Thelma Street, West Perth, WA 6005, Australia. 

 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

(a) Basis of preparation 

The general purpose 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 2015, and considered together with any public announcements made by the Company during the half-
year ended 30 June 2016 in accordance with the continuous disclosure obligations of the ASX Listing Rules. 

The accounting policies and method of computation are the same as those adopted by the Group in the most recent 
annual financial report. 

Going concern 

This financial report has been prepared on the going concern basis, which contemplates the continuity of normal 
business activity and the realisation of assets and settlement of liabilities in the normal course of business. 

During the period ended 30 June 2016, the Group incurred a net loss after tax of US$2,067,763 and a cash outflow 
from operating activities of US$1,303,064. 

At 30 June 2016, the Group had cash and cash equivalents of US$2,896,972 and net assets of US$2,776,220 and a 
net working capital of US$2,666,306.   

The Company has prepared a detailed cash budget showing the need to receive additional funds in order to finance 
the Group for the next twelve months. This creates an uncertainty that may cast doubt as to whether the Group will 
continue as a going concern and, therefore, whether it will settle its liabilities and commitments in the normal course 
of business. 

The Directors have considered the funding and operational status of the business in arriving at their assessment of 
going concern and believe that the going concern basis of preparation is appropriate, based upon the following:  

 The ability to further vary cash flows depending upon the achievement of certain milestones within the 
business plan; and 

 The ability of the Group to obtain funding through various sources, including debt and equity issues, which 
are currently being investigated by management. 

The Directors have reasonable expectations that they will be able to raise additional funding needed for the Group to 
continue to execute against its milestones in the medium term. However, cash flows have been adjusted to ensure 
that the Company can pay its debts as and when they fall due until medium term funding is secured. This may have 
an impact on the ability of the Company to grow as rapidly as it anticipated but should provide a more sustainable 
cost base until such funding is obtained.  

Should the Group not achieve the matters set out above, there is uncertainty whether the Group would continue as 
a going concern and therefore whether it would realise its assets and extinguish its liabilities in the normal course of 
business and at the amounts stated in the financial report. The financial report does not include adjustments relating 
to the recoverability or classification of the recorded asset amounts or to the amounts or classification of liabilities 
that might be necessary should the Group not be able to continue as a going concern. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

(a) Basis of preparation (continued) 

Acquisition of BrainChip 

On 10 September 2015 BrainChip Holdings (formerly Aziana Limited) completed the legal acquisition of BrainChip 
Inc. (the “Acquisition”). Under the Australian Accounting Standards BrainChip Inc. was deemed to be the accounting 
acquirer in this transaction. The Acquisition has been accounted for as a share based payment by which BrainChip 
Inc. acquired the net assets and listing status of BrainChip Holdings. 

Accordingly, the consolidated financial statements of BrainChip Holdings as at 31 December 2015 and 30 June 2016 
were prepared as a continuation of the business and operations of BrainChip Inc. As the deemed acquirer BrainChip 
Inc. has accounted for the acquisition of BrainChip Holdings from 10 September 2015. 

The implications of the acquisition by BrainChip Inc. on the financial statements are as follows: 

(i) Statement of comprehensive income 
 The 2016 Statement of comprehensive income comprises the total comprehensive income for the 6 

months ended 30 June 2016 for BrainChip Inc, and BrainChip Holdings and its controlled entities. 
 The comparative information as at 30 June 2015 is the Statement of comprehensive income of BrainChip 

Inc. 
 

(ii) Statement of financial position 
 The 2016 Statement of financial position as at 30 June 2016 represents the combination of BrainChip 

Inc. and BrainChip Holdings and its controlled entities.  
 The comparative information as at 31 December 2016 is the Statement of financial position of BrainChip 

Inc.  
 

(iii) Statement of changes in equity 
 The 2016 Statement of changes in equity comprises the consolidated results of BrainChip Inc. and 

BrainChip Holdings and its controlled entities.  
 The comparative information as at 30 June 2015 is the Statement of changes in equity of BrainChip Inc.  

 
(iv) Statement of cash flows  

 The 2016 Statement of cash flows comprises consolidated results of BrainChip Inc. and BrainChip 
Holdings and its controlled entities.  

 The comparative information as at 30 June 2015 is the Statement of cash flows of BrainChip Inc.  

 

(b) Statement of compliance and conversion to International Financial Reporting Standards 

The financial report complies with Australian Accounting Standards as issued by the Australian Accounting Standards 
Board. The financial report also complies with International Financial Reporting Standards (“IFRS”) as issued by the 
International Accounting Standards Board. 
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3. REVENUE   
  30 Jun 2016 30 Jun 2015 

  US$ US$ 
(a) Revenue   

 Interest received - other corporations 4,615  - 

    
(b) Other income   

 Other income – oil & gas royalty income 4,831  - 
 Other income – option fee  - 300,185 
 Other income – gain on sale of tenements 60,791 - 
 Foreign exchange gain 62,001 - 

 Total Other income 127,623 300,185 

    
    

4. EXPENSES   
    

 Administration and other expenses   
    

 Depreciation and amortisation   
 Amortisation of intangible assets 881 674 
 Depreciation of plant & equipment 8,987  2,594 

  9,868 3,268 
 Director fees and employee benefits expense   
 Director fees and executive salaries 324,240 214,917
 Wages and salaries 321,248  246,499  
 Total employee benefits 645,488  461,416
    

 Administration and other expenses   
 Legal and professional fees 376,802 177,521 

 Travel and accommodation expenses 50,302  31,794 
 Administration expenses 150,903 40,562 
 Total administration and other expenses 578,007 249,877 
    

 Total administration and other expenses 1,233,363 714,561 
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5. LOSS PER SHARE   
  30 Jun 2016 30 Jun 2015 

  US$ US$ 
    
 Net loss attributable to ordinary equity holders (2,067,763) (414,376) 

 
Net loss attributable to ordinary shareholders for diluted earnings per share 

(2,067,763) (414,376) 

    
 Basic and diluted loss per share (US cents per share) (0.30) (0.15) 

    

 Weighted average number of ordinary shares for basic loss per share 691,887,001 281,713,868 
 Effect of the dilution of share options and performance rights (1) (2) - - 

 
Weighted average number of ordinary shares adjusted for the effect of 
dilution 691,887,001 281,713,868 

    

 

(1) At 30 June 2016, the Company had on issue 24,550,000 (2015: nil) share options that are excluded from the 
calculation of diluted loss per share for the current period, because they were anti-dilutive as their inclusion 
reduced the loss per share. 

(2) At 30 June 2016, the Company had on issue 87,000,000 (2015: nil) performance rights that are excluded from 
the calculation of diluted loss per share for the current period, because they were anti-dilutive as their inclusion 
reduced the loss per share. 

 
 

6. OPERATING SEGMENTS 

 For management purposes, the Group is organised into one main operating segment, being the technological 
development of designs that can be licensed to original equipment manufacturers and semiconductor 
manufacturers of Chips based on Artificial Neural Networks. 

All of the Group’s activities 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 does not derive revenue from any one of its investments held. 

The Group has the following non-current assets from each geographic location, from where its investing 
activities are managed. 

       
 

Non-current assets 
30 Jun 2016 

US$ 
31 Dec 2015 

US$ 
 USA  108,846 101,255
 Australia  1,068 2,026 
  109,914 103,281 
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7. TRADE AND OTHER RECEIVABLES   

  
30 Jun 2016 

US$ 
31 Dec 2015

US$ 
 CURRENT   
 Receivable in relation to sale of mining licenses  532,356 559,100 
 Impairment of receivable in relation to sale of mining licenses (532,356) - 
 Other receivables 586  12,785 

  586 571,885 

    

 

Included in Other Receivables is revenue related to the 2013 sale of mining licenses from two separate 
purchasers. The delay in the receipt of the funds has been dependent upon the Madagascar mining titles office 
processing the licence transfers which were delayed due to governing elections.  During the six months ended 
30 June 2016, six of the 13 outstanding licenses were processed with only US$24,819 being received by the 
Company at the reporting date. The debtors have not been able to meet the agreed payment terms in order to 
extinguish the remaining receivable. Accordingly, the Company has impaired the full amount receivable as at 30 
June 2016. 

8. EXPLORATION AND EVALUATION EXPENDITURE   

  
30 Jun 2016 

US$ 
31 Dec 2015

US$ 

 
Exploration and evaluation costs carried forward in respect of mining areas 
of interest   

    
 Net carrying amount at cost - - 
    
 Movement in exploration and evaluation expenditure   
 At 1 January - - 
 Additions  119,586 64,038 
 Exploration and evaluation expenditure written off (119,586) (64,038) 

  - - 

    

 

The Company declared its intention to divest itself of all exploration assets in 2015. Accordingly, exploration and 
evaluation expenditure incurred during the half-year of $119,586 (2015: $64,038 since the Acquisition) was 
immediately written off to the Consolidated statement of profit or loss and other comprehensive income.
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9. CONTRIBUTED EQUITY    
   30 Jun 2016 31 Dec 2015 

   US$ US$ 
(a) Ordinary Shares    
 Issued and fully paid   30,059,595 27,266,878 

     
     

(b) Movements in ordinary shares on issue    
   30 Jun 2016 30 Jun 2015 
   Number Number 

 Shares on issued at 30 June   733,544,838 10,000,000 

     
 At 1 January 2016  670,875,252 - 
 Conversion of Performance Rights (1)  35,500,000 - 

 
Issue of shares pursuant to non-renounceable rights 
issue (2)  4,526,634 - 

 Issue of shares pursuant to underwriting agreements (2)  11,666,668 - 
 Issue of shares pursuant to shortfall agreements (2)  10,976,284 - 

     

 At 30 June 2016  733,544,838 10,000,000 

 

(1) 35,500,000 Performance Rights were converted to shares in BrainChip on 8 April 2016 upon the 
achievement of Milestone 3.  

(2) On 14 April 2016 BrainChip announced a pro-rata non-renounceable rights issue on a 1 for 26 shares held 
by eligible shareholders on 20 April 2016 at an issue price of A$0.15 per share to raise A$4,075,438. 
Entitlements not taken up were allocated to a Shortfall Offer to sophisticated investors, resulting in an issue 
of a total of 27,169,586 shares. 

(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 on issue    
 Performance Rights on issue at 30 June 2016 are as follows:  
 Class A Performance Rights  13,500,000

 Class B Performance Rights  13,500,000

 Class C Performance Rights  13,500,000

 Class D Performance Rights  46,500,000

    87,000,000
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9. CONTRIBUTED EQUITY (continued)    

      

(e) Performance Rights movements     

   

Opening 
balance  

1 Jan 2016
Converted Unallocated 

Closing 
balance  

30 Jun 2016 

 Class A Perf Rights  13,500,000 - - 13,500,000 

 Class B Perf Rights   13,500,000 - - 13,500,000 

 Class C Perf Rights (1)  48,500,000 (35,500,000) 500,000 13,500,000 

 Class D Perf Rights   46,500,000 - - 46,500,000 

   122,000,000 (35,500,000) 500,000 87,000,000 

       

 

(1) 35,500,000 Class C Performance Rights were converted to shares in BrainChip on 8 April 2016 on 
attainment of Milestone 3 as announced 15 March 2016. Included in the converted Class C Performance 
Rights were 500,000 Performance Rights issued to employees in January 2016 from the unallocated pool 
held at 31 December 2015.  

 

The Performance Rights have the following milestones attached to them:  
 Class A Performance Rights: upon announcing on the ASX that BrainChip has simulated a race car 

demonstration in software for “proof of technology” by comparing BrainChip’s Spiking Neuron Adaptive 
Processor (SNAP) to traditional sigmoid technology (Milestone 1) (as announced to ASX on 13 May 2015);  

 Class B Performance Rights: upon announcing on the ASX that BrainChip has implemented the race car 
demonstration in hardware to visually illustrate the capability and scalability of BrainChip’s SNAP 
technology to prospective licensees (Milestone 2) (as announced to ASX on 30 October 2015);  

 Class C Performance Rights: upon announcing on the ASX that BrainChip has released a software API 
specification and RTL design solution for implementing customer Client/Server neural network 
applications using BrainChip hardware technology (Milestone 3) (as announced to ASX on 15 March 2016); 
and 

 Class D Performance Rights: upon announcing on the ASX that BrainChip has executed an unconditional 
binding licensing agreement that has an upfront payment of no less than $500,000 (Milestone 4). 

     
(f) Options on issue    
 Unissued ordinary shares of the Company under option at 30 June 2016 are as follows: 

 Type  Expiry Date  
Exercise 

Price (US$) 
Number of 

options 
 Options issued as part consideration as part of the Acquisition   
 Unlisted (1) 10/09/2019 0.112 6,250,000 
 Options issued to Directors and employees (refer Note 23)    
 Unlisted (2) 30/11/2018 0.161 11,000,000 

 Unlisted (3) 21/12/2020 0.258 250,000 
 Unlisted (4) 21/12/2020 0.172 5,550,000 
 Unlisted (5) 1/2/2021 0.165 1,500,000 

 Total   24,550,000 

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

 

(1) 6,250,000 unlisted options exercisable at A0.157 cents per share before 10 September 2019 were issued to 
a BrainChip Inc. shareholder as part of the consideration for the Acquisition on 10 September 2015. 

(2) The unlisted options issued to Directors are exercisable at any time before 30 November 2018. 
(3) The 250,000 unlisted options issued to consultants are exercisable after 21 December 2016 and before the 

expiry date of 21 December 2020 
(4) The 10,550,000 unlisted options were issued to employees and consultants vest equally over a 4 year period 

and, after vesting, are exercisable before 21 December 2020. 5,000,000 were forfeited on cessation of 
employment in the half-year. 

(5) The 1,500,000 unlisted options issued to employees vest equally over a 4 year period and, after vesting, are 
exercisable before 1 February 2021. 
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10. SHARE-BASED PAYMENTS   30 Jun 2016 30 Jun 2015 
    US$ US$

(a) Recognised share-based payment expenses    
 Performance Rights issued to employees  79,724 -
 Options issued to directors, employees and contractors  234,972 -
    314,696 -

 

A Performance Rights Plan (PRP) and a Long Term Incentive Plan (LTIP) were adopted by Shareholders on 
30 July 2015.  A Directors’ and Officers’ Option Plan (DOOP) was adopted by shareholders on 4 December 
2015. 

    
(b) Performance Rights issued to employees   

 

198,000,000 Performance Rights were approved by shareholders on 30 July 2015 to be allocated to the 
shareholders of BrainChip Inc. as part consideration for the Acquisition. Of this amount 12,000,000 
Performance Rights were set aside to be issued to current and future employees at the Board’s discretion. 

Any of these Performance Rights not issued by 30 June 2018 will be issued to Peter van der Made (60%) and 
Robert F. Mitro Trust (40%), subject to obtaining all required regulatory and shareholder approvals. 

 

The following issues of Performance Rights to employees were completed during the current half-year: 
500,000 Class C Performance Rights issued on 1 February 2016, at a grant date fair value of US$0.16 per 
right. 

 The following table summarises the movement in Performance Rights issued to employees: 

  

Opening 
balance 

1 Jan 2016 

Issued 
during the 
half-year 

Converted 
during the 
half-year 

Closing 
balance 

30 Jun 2016 
 Class A Perf Rights - - - -
 Class B Perf Rights - - - -
 Class C Perf Rights 2,000,000 500,000 (2,500,000) -
 Class D Perf Rights - - - -
  2,000,000 500,000 (2,500,000) -

      
(c) Summary of options granted under the Long Term Incentive Plan  

 Unissued ordinary shares of the Company under option at 30 June 2016 are as follows: 

 Type Grant Date Expiry Date
Exercise 

Price (US$)
Number of 

options 
Vested at 
half-year 

 Unlisted (1) 4/12/2015 30/11/2018 0.161 11,000,000  11,000,000 
 Unlisted (2) 4/12/2015 21/12/2020 0.258 250,000  - 
 Unlisted (3) 4/12/2015 21/12/2020 0.172 5,550,000  - 
 Unlisted (4) 22/01/2016 01/02/2021 0.122 1,500,000  - 
 Total    18,300,000  11,000,000 

 

(1) 11,000,000 unlisted options exercisable at A$0.225 per share on or before 30 November 2018 were 
issued on 11 December 2015 pursuant to the Company’s Directors’ and Officers’ Option Plan as 
approved by shareholders on 4 December 2015 to Directors;  

(2) 250,000 unlisted options exercisable at A$0.36 per share before 21 December 2020 issued on 21 
December 2015 pursuant to the Company’s Long Term Incentive Plan as approved by shareholders on 
30 July 2015 to consultants; and 

(3) 10,550,000 unlisted options exercisable at A$0.24 per share before 21 December 2020 issued on 21 
December 2015 pursuant to the Company’s Long Term Incentive Plan as approved by shareholders on 
30 July 2015 to employees and consultants. 5,000,000 were forfeited on cessation of employment in the 
half-year. 

(4) 1,500,000 unlisted options exercisable at A$0.23 per share before 1 February2021 issued on 1 February 
2016 pursuant to the Company’s Long Term Incentive Plan as approved by shareholders on 30 July 2015 
to employees. 

 
The above options are exercisable after vesting and at any time on or before the expiry date.  Vesting periods 
for the above options vary. 
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10.  SHARE-BASED PAYMENTS (continued)
     
(d) Movements during the year     

 
The following table illustrates the number and weighted average exercise prices (WAEP) of, and movements 
in, share options during the year: 

  

2016 
Number 

2016
WAEP 
(US$) 

2015 
Number 

2015
WAEP 
(US$) 

 Outstanding at 1 January 21,800,000 0.168 - - 
 Granted during the year 1,500,000 0.122 - - 
 Forfeited during the year (5,000,000) 0.168 - - 
 Lapsed during the year - - - - 
 Expired during the year - - - - 
 Outstanding at 31 December 18,300,000 0.168 - - 

 
Exercisable (vested and unrestricted)  
at 30 June 11,000,000  -  

      
(e) Options pricing model 

 
The fair value of the equity-settled share options granted under the LTIP and DOOP 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 as at 30 June 2016:

    
Employees 

Options 
 Number of options issued   1,500,000 
 Fair values at measurement date US$   0.12 
 Share price at Grant Date US$   0.17 
 Exercise price US$   0.17 
 Expected volatility   138% 
 Dividend yield   - 
 Risk-free interest rate (%)   2% 
 Expected life of options in years   5.0 
      

 

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. 

      
      

11. EVENTS AFTER THE BALANCE SHEET DATE 

On 30 June 2016, the Company announced it had signed a binding term sheet to acquire 100% of the share 
capital of Spikenet Technology (“Spikenet”), a revenue producing, France based Artificial Intelligence (“AI”) 
company in exchange for 10,405,488 shares in BrainChip Holdings Ltd and 529,598 euros.   

At the time of signing of this report, completion of the acquisition is dependent on the satisfaction of certain 
procedural events contained within a Share Sale Agreement signed and dated 25 August 2016.   
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In accordance with a resolution of the Directors of BrainChip Holdings Ltd, I state that: 

 

In the opinion of the Directors: 

 

(a) the financial statements and notes of the Company and 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 2016 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) the financial statements and notes also comply with International Financial Reporting Standards as 
disclosed in note 2(b) and; 

 

(c) subject to the matters described in note 2(a), 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 

 

(d) 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 financial year ended 30 June 2016. 

 

 

On behalf of the Board. 

 

 

E L Bolto 

Chairman 

 

Perth, 26 August 2016
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Report on the half-year financial report 

We have reviewed the accompanying half-year financial report of BrainChip Holdings Ltd which comprises the 
consolidated statement of financial position as at 30 June 2016, 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 30 June 2016, notes comprising a summary of significant accounting policies and 
other explanatory information, and the directors’ declaration of the consolidated entity comprising the 
company and the entities it controlled at the half-year-ended or from time to time during the half year. 

Directors’ responsibility for the half-year financial report  

The directors of the company are responsible for the preparation of the half-year financial report that gives a 
true and fair view in accordance with Australian Accounting Standards and the Corporations Act 2001 and for 
such internal controls as the directors determine are necessary to enable the preparation of the half-year 
financial report that is free from material misstatement, whether due to fraud or error. 

Auditor’s responsibility  

Our responsibility is to express a conclusion on the half-year financial report based on our review. We 
conducted our review in accordance with Auditing Standard on Review Engagements ASRE 2410 Review of a 
Financial Report Performed by the Independent Auditor of the Entity, in order to state whether, on the basis of 
the procedures described, we have become aware of any matter that makes us believe that the financial 
report is not in accordance with the Corporations Act 2001 including: giving a true and fair view of the 
consolidated entity’s financial position as at 30 June 2016 and its performance for the half-year ended on 
that date; and complying with Accounting Standard AASB 134 Interim Financial Reporting and the 
Corporations Regulations 2001. As the auditor of BrainChip Holdings Ltd and the entities it controlled during 
the half-year, ASRE 2410 requires that we comply with the ethical requirements relevant to the audit of the 
annual financial report.  

A review of a half-year financial report consists of making enquiries, primarily of persons responsible for 
financial and accounting matters, and applying analytical and other review procedures. A review is 
substantially less in scope than an audit conducted in accordance with Australian Auditing Standards and 
consequently does not enable us to obtain assurance that we would become aware of all significant matters 
that might be identified in an audit. Accordingly, we do not express an audit opinion.  

Independence 

In conducting our review, we have complied with the independence requirements of the Corporations Act 
2001.  We have given to the directors of the company a written Auditor’s Independence Declaration, a copy of 
which is included in the Directors’ Report.  
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Conclusion 

Based on our review, which is not an audit, we have not become aware of any matter that makes us believe 
that the half-year financial report of BrainChip Holdings Ltd is not in accordance with the Corporations Act 
2001, including: 

a) Giving a true and fair view of the consolidated entity’s financial position as at 30 June 2016 and of its 
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. 

Emphasis of matter 

Without qualifying our conclusion, we draw attention to Note 2a to the financial report which describes the 
principal conditions that raise doubt about the consolidated entity’s ability to continue as a going concern. 
These conditions indicate the existence of a material uncertainty that may cast significant doubt about the 
consolidated entity’s ability to continue as a going concern and therefore, the consolidated entity may be 
unable to realise its assets and discharge its liabilities in the normal course of business. 

 

 
Ernst & Young 
 

 
 
P Teale 

Partner 
Perth 
26 August 2016 
 

 


