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Information given to ASX under listing rule 4.2A.3 
 
 

Reporting period and Functional Currency 

 
 

Results for announcement to the market 
 

 
  

Financial year ended: Previous corresponding period: 
31 December 2016 31 December 2015 
  
Functional Currency:  
US dollars  

  31 December 
2016 

 31 December 
2015 

 

  US$  US$ % change 

      
Revenues from ordinary activities  232,204  49,423 + 370% 
      
Loss from ordinary activities after tax 
attributable to members  (4,855,614)  (27,360,115) 82% 
      
Loss from ordinary activities attributable to 
members  (4,855,614)  (27,360,115) 82% 
      

Dividends      
No dividends were paid or declared during the year ended 31 December 2016 (2015: Nil).  
      

Loss per share   
US cents 
per share  

US cents 
per share 

 

Basic loss per share   (0.67)  (8.43)  

Diluted loss per share   (0.67)  (8.43)  

      
Net tangible asset backing (US cents per 
share)     

 

Net tangible asset backing per ordinary share   0.39  0.53  
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Comments on Operations: 
 
BrainChip Holdings Ltd. (ASX: BRN), (“BrainChip” or “the Company), is a leading developer of software and 
hardware accelerated solutions for Advanced Artificial Intelligence and Machine Learning applications. The 
Company has developed a revolutionary new Spiking Neuron Adaptive Processor (SNAP) technology that 
has the ability to learn autonomously, evolve and associate information just like the human brain. The 
proprietary technology is fast, completely digital, and consumes very low power. Target markets include Civil 
and Commercial Surveillance as well as Machine Learning. Additional information is available by visiting 
www.Brainchipinc.com.   
 
During 2016 the Company had several key developments and achievements including: 
 

• Established global marketing and sales relationship with T2M (Munich, Germany) 
• Established collaboration agreement with the Cisco Internet of Everything Innovation Centre  
• Achieved a significant technical milestone that demonstrates the applicability of the Company’s 

technology in a client/server installation 
• Completed two capital raising exercises resulting in a cash injection of $7,035,885 to support 

Research and Development and Sales and Marketing 
• Acquired Spikenet Technology SAS (“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 

o Customer Engagements in Civil Surveillance include law enforcement, airports and schools 
o Customer Engagements in Commercial Surveillance include Gaming, Advertising and Retail 
o Customer Engagements in Machine Vision include Manufacturing Assembly and Inspection 

• Appointed Louis DiNardo as President and Chief Executive Officer located in the United States 
• Appointed Ms Cossette Drossler as Vice President of Finance and Administration located in the 

United States 
• Appointed Ms Julie H. Stein as a Non-Executive Director located in the United States 

 
 
 

Dividends or dividend distribution plan 
 
No dividends were paid or declared during the year ended 31 December 2016 (2015: Nil). There was no 
distribution reinvestment plan in operation during the years ended 31 December 2016 and 2015. 
  

http://www.brainchipinc.com/
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Earning and Net Tangible Assets per security 
 
The following reflects the income used in the basic and diluted earnings and net tangible asset per share 
computations: 

 

  
31 December 

2016 
31 December 

2015 

  US$ US$ 
(a) Loss used in calculating loss and net tangible asset per share    
Net loss for the year attributable to ordinary shareholders  (4,855,614) (27,360,115) 
Total net tangible assets  2,834,301 1,704,866 

    

  
31 December 

2016 
31 December 

2015 
  Number Number 
 
(b) Weighted Average Number of Shares    
For basic and diluted loss per share:    
Weighted average number of shares  722,076,531 324,371,513 
Effect of the dilution of share options (1)  - - 
Weighted average number of ordinary shares adjusted for the effect of 
dilution  722,076,531 324,371,513 

    
Basic loss per share (US cents per share)  (0.67) (8.43) 
Diluted loss per share (US cents per share)  (0.67) (8.43) 
Net tangible asset backing per share (US cents per share)  0.39 0.53 
    
(1) The effect of the dilution of share options and performance rights are not 
considered dilutive    

 
Entities over which BrainChip Holdings has gained or lost control  

 
The following events occurred during the current year to achieve BrainChip’s goal of divesting its interests in 
historical exploration activities and consolidating the future of the technology path: 
- On 1 September 2016 BrainChip Holdings acquired 100% of the issued shares of Spikenet Technology 

SAS, a France based Artificial Intelligence company pursuant to a Share Sale Agreement dated 25 
August 2016. Refer note 2 for further comment; 

- On 31 October 2016, the shares in Esama Minerals SARL, a wholly-owned subsidiary were transferred 
from Indian Ocean Minerals Investment Corporation to Blue Sky Corporation; 

- On 30 November 2016, Eternal Resources (USA) INC and Eternal Resources (USA) LLC were 
dissolved after assignment of an overriding royalty agreement to BrainChip Inc; 

- On 21 December 2016, the shares held in Blue Sky Corporation (and its wholly owned subsidiaries) 
were sold to a third party for A$1. 

- Applications to dissolve Indian Ocean Minerals Investment Corporation and Eternal Resources Pty Ltd 
were filed with the applicable regulatory authorities in December 2016. Confirmation of the dissolution of 
these companies is expected in 2017. 

 
 

Details of Associated and Joint venture entities 
 
Nil  
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Commentary on Results for the Period 
 

The Consolidated Statements of Comprehensive Income, Financial Position, Cash Flow, Changes in Equity 
and supporting notes to the Statements are included on pages 6 to 21. 
 
BrainChip Group’s principal activity is as a technology focused developer of designs that can be licensed to 
OEM Customers and semiconductor manufacturers of Chips based on Artificial Neural Networks.  
 
BrainChip completed the acquisition of Spikenet Technology SAS, a France-based Artificial Intelligence 
company pursuant to a Share Sale Agreement dated 25 August 2016, resulting in the addition of 11 
employees and US$149,284 of revenue from customers since completion of the transaction.   
 
BrainChip achieved its goal of removing the majority of the historical exploration subsidiaries by either sale or 
dissolution before the end of the reporting period. Two historical subsidiaries remain in the BrainChip Group 
at year end and are dependent upon the completion of gazettal periods and confirmation of dissolution by the 
applicable authorities. 
 
The Statement of Comprehensive Income includes increased research and development costs as a direct 
result of the newly acquired subsidiary, Spikenet, and increased number of technical employees in the USA.  
Increased administrative expenses are a result of increased consulting and professional costs fees, reflective 
of management’s effort to reach BrainChip’s operating milestones and the acquisition of Spikenet after 
capital raising efforts. 
 
The Statement also includes $1,075,382 (2015: $1,939,902) share based payment expense representing the 
value of options and performance rights issued to directors, employees and consultants that have vested 
during the reporting period. 
 
The comparative information in the Statement of Comprehensive Income comprises the total comprehensive 
income for the 12 months ended 31 December 2015 for BrainChip Inc, and the period from 10 September 
2015 until 31 December 2015 for BrainChip Holdings and its controlled entities, as a result of the reverse 
acquisition completed in that year. The comparatives include a one-off listing expense of $23,611,942 related 
to this transaction. 
 
The Statement of Financial Position includes various balances absorbed as a result of the acquisition of 
Spikenet, including an incremental adjustment to the fair value of the Spikenet intangible assets of 
$1,525,542. Refer Note 2 for further comment on the acquisition transaction. 
 
The Statement of Cash Flows includes the positive inflows from equity funding exercises which have been 
used to further advance the BrainChip technology, as well as complete the Spikenet acquisition and fund the 
extinguishment of various loans and advances held by Spikenet. BrainChip also received $493,337 from the 
sale of various exploration tenements during the reporting period. 

 
 

Unaudited Report 
 

The financial report for the year ended 31 December 2016 is in the process of being audited and the 
BrainChip Group will release audited financial statements on or before 31 March 2017. 
 
It is likely that the financial statements will contain an independent audit report that is modified due to 
unresolved going concern considerations.  This will depend on the Group’s ability to secure funding prior to 
the release of the Annual Report on or before 31 March 2017. 
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Statement of Profit or Loss and Other Comprehensive Income for the year 
ended 31 December 2016 
 

 Note 
31 December 

2016 
31 December 

2015 

  US$ US$ 

    
Revenue 4(a) 149,284 - 
    
Interest revenue 4(b) 16,975  6,863  
Other income 4(c) 11,427  42,560  

  177,686 49,423 
    

Research & development expenses 5(a) (1,070,085) (406,151) 
Administration and other expenses 5(b) (2,626,202) (1,343,548) 
Share based payment expense 14(a) (1,075,382) (1,939,902) 
Interest expense  (10,602) (43,957) 
Listing fee expense on acquisition of BrainChip Holdings Ltd 3(c) - (23,611,942) 

Loss from continuing operations before income tax   (4,604,585)  (27,296,077)  

Income tax expense  -  -  

Loss from continuing operations after income tax  (4,604,585) (27,296,077) 
    

Loss from discontinued operations after tax 16 (251,029) (64,038) 
    

Net loss for the period  (4,855,614) (27,360,115) 
    

Other comprehensive loss    
Items that may be reclassified subsequently to profit or loss:    
Other comprehensive losses  362 - 
Exchange differences on translation of foreign operations  5,414  -  
Other comprehensive loss for the period, net of tax  5,776 - 

Total comprehensive loss for the period, net of tax  (4,849,838) (27,360,115) 

    
    

  
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   (0.64) (8.42) 
    

Loss per share from discontinuing operations attributable to 
ordinary equity holders of the Company    
Basic and diluted loss per share   (0.03) (0.01) 
    
Loss per share from operations attributable to ordinary equity 
holders of the Company    

Basic and diluted loss per share   (0.67) (8.43) 
    

 
 
 

  



BrainChip Holdings Ltd and its Controlled Entities 
ABN 151 159 812 

 
 

7 
 

Statement of Financial Position as at 31 December 2016 
 

 Note 
31 December 

2016 
31 December 

2015 

  US$ US$ 

    
CURRENT ASSETS    
Cash and cash equivalents 6 3,593,951  1,393,869  
Trade and other receivables 7 385,477  571,885  
Inventory  1,435 - 
Other current assets 8 306,119  62,555  
Total current assets  4,286,982  2,028,309  

    
NON-CURRENT ASSETS    
Plant and equipment  140,209  65,381  
Intangible assets 9 2,674,805 31,704 
Other assets  33,689 6,196 
Total non-current assets  2,848,703  103,281  
TOTAL ASSETS  7,135,685  2,131,590  

    
CURRENT LIABILITIES    
Trade and other payables  630,385 354,290 
Financial liabilities 10 220,562 - 
Other liabilities 11 287,507 - 
Employee benefits liabilities  102,770  40,730  
Total current liabilities  1,241,224  395,020 

    
NON-CURRENT LIABILITIES    
Financial liabilities 10 277,232 - 
Defined benefit plan 12 108,123 - 
Total non-current liabilities  385,355  -  
TOTAL LIABILITIES  1,626,579 395,020 

      
NET ASSETS   5,509,106 1,736,570 

    
EQUITY     
Contributed equity 13 34,013,023  27,266,878  
Share based payments reserve 14 3,792,094 1,939,902 
Other comprehensive income  362 - 
Foreign currency translation reserve  5,414 - 
Other reserves  247,872 247,872 
Accumulated losses  (32,549,659) (27,718,082) 
TOTAL EQUITY   5,509,106 1,736,570 
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Statement of Cash Flows for the Year Ended 31 December 2016 
 

 Note 
31 December 

2016 
31 December 

2015 

  US$ US$ 

    
CASH FLOWS USED IN OPERATING ACTIVITIES    
Receipts from customers  48,953 - 
Payments to suppliers and employees  (3,556,094) (1,855,708) 
Interest received  16,975  6,863  
Interest paid  (10,602) (43,238) 
Grants received from third parties  68,533 - 
Other income  11,427  5,579  
Net cash flows used in operating activities 6(a) (3,420,808) (1,886,504) 

    
CASH FLOWS USED IN INVESTING ACTIVITIES    
Payments for property, plant and equipment  (88,544)  (71,703)  
Payments for exploration and evaluation  (254,541) (64,038) 
Payments for purchase of patents  (1,688) (6,342) 
Proceeds from sale of mineral licences   493,337  134,364  
Cash disposed on sale of subsidiaries  48,256 - 
Acquisition of a subsidiary, net of overdraft/cash acquired 2(c),3(b) (667,786) 2,627,240 
Net cash flows used in investing activities  (470,966) 2,619,521 

    
CASH FLOWS FROM FINANCING ACTIVITIES    
Receipts from the issue of shares  7,035,885 118 
Payment of share issue costs  (445,401) - 
Advance to Spikenet prior to Acquisition  (139,554) - 
Loans from BrainChip Holdings prior to Acquisition  - 190,210 
Loans from shareholders  - 190,000 
Loans to third parties  (54,000) - 
Repayment of loans to third parties  (237,458) - 
Loans from convertible note holders  - 247,872 
Loans paid to shareholders  (5,268) (35,961) 
Net cash flows used in financing activities  6,154,204 592,239 

    
Net decrease in cash and cash equivalents  2,262,430 1,325,256 
    
Net foreign exchange differences  (62,348)  36,980  
Cash at the beginning of the financial period  1,393,869  31,633  
Cash and cash equivalents at the end of the period 6 3,593,951 1,393,869 
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Statement of Changes in Equity for the Year Ended 31 December 2016 
 

 
Contributed 

equity 

Share 
based 

payment 
reserve 

Other 
reserves 

Foreign 
currency 
reserve 

Other 
compre-
hensive 
income 

Accumulated 
losses Total equity 

 US$ US$ US$ US$ US$ US$ US$ 
At 1 January 2015 20,112 -  - - - (357,967) (337,855)  
Loss for the year -  -  - - - (27,360,115) (27,360,115) 
Other comprehensive 
income -  -  - - - -  - 
Total comprehensive 
loss for the period -  -  - - - (27,360,115) (27,360,115) 
Transactions with 
owners in their 
capacity as owners        
Issue of share capital 27,246,766 -  - - - -  27,246,766 
Shares issued to 
extinguish Group 
convertible notes - - 247,872 - - - 247,872 
Share-based payment -  1,939,902 - - - -  1,939,902 
At 31 December 2015 27,266,878 1,939,902 247,872 - - (27,718,082) 1,736,570 

        

 
Contributed 

equity 

Share 
based 

payment 
reserve 

Other 
reserves 

Foreign 
currency 
reserve 

Other 
compre-
hensive 
income 

Accumulated 
losses Total equity 

 US$ US$ 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 -  -  - - - (4,855,614) (4,855,614) 
Other comprehensive 
loss -  -  - 5,414 362 -  5,776 
Total comprehensive 
loss for the period -  -  - 5,414 362 (4,855,614) (4,849,838) 

Transactions with 
owners in their 
capacity as owners        
Issue of share capital 7,974,326 -  - - - -  7,974,326 
Share issue costs (1,228,181)   - - - (1,228,181) 
Forfeit of options  - (24,037) - - - 24,037 - 
Share-based payment -  1,876,229 - - - -  1,876,229 
At 31 December 2016 34,013,023 3,792,094 247,872 5,414 362 (32,549,659) 5,509,106 
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Notes to the Financial Statements  
 

1.  Entities Controlled by Parent   
 

a) Ultimate parent 
The ultimate legal Australian parent entity and the ultimate legal parent of the Consolidated Entity is 
BrainChip Holdings Ltd. 
 

b) Subsidiaries 
The subsidiaries of BrainChip Holdings Ltd are listed in the following table: 
 

 Country of    Beneficial interest 
Name incorporation 2016 2015 

BrainChip Inc (1) USA 100% 100% 
AZK Merger Subsidiary Inc (2) USA - - 
Spikenet Technology SAS (3) France 100% - 

Aziana Exploration Corporation British Virgin 
Islands 100% 100% 

Eternal Resources Pty Ltd Australia 100% 100% 

    
Subsidiary companies of Aziana Exploration Corporation    
Indian Ocean Minerals Investment Corporation Mauritius 100% 100% 
Blue Sky Corporation (5) Mauritius - 100% 

    
Subsidiary companies of Blue Sky Corporation    
Laka Minerals SARL (5) Madagascar - 100% 
Tanety Lava SARL (5) Madagascar - 100% 
Tanety Zina SARL (5) Madagascar - 100% 

    
Subsidiary companies of Indian Ocean Minerals Investment 
Corporation    
Esama Minerals SARL (4),(5) Madagascar - 100% 

    
Subsidiary companies of Eternal Resources Pty Ltd    
Eternal Resources (USA) Inc. (6) USA - 100% 

    
Subsidiary companies of Eternal Resources (USA) Inc.    
Eternal Resources (USA) LLC (6) USA - 100% 

    
(1)  BrainChip Holdings Ltd legally holds 100% of the shares of BrainChip Inc. effective from 10 September 2015. 
(2)      AZK Merger Subsidiary Inc. was incorporated as a wholly owned subsidiary of BrainChip Holdings and merged 

with BrainChip Inc in accordance with the Delaware Merger Law at the time of the BrainChip Acquisition on 10 
September 2015. 

(3)     Spikenet Technology SAS was acquired on 1 September 2016. 
(4)     Esama Minerals SARL shares were transferred to Blue Sky Corporation on 28 October 2016.  
(5)     Blue Sky Corporation, and its wholly owned subsidiaries were sold to a third party on 21 December 2016. 
(6)     Eternal Resources (USA) lnc and Eternal Resources (USA) LLC were dissolved on 30 November 2016. 
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2.  Acquisitions of Spikenet Technology   
 
On 1 September 2016, BrainChip Holdings Ltd completed the acquisition of Spikenet Technology SAS, a 
France based Artificial Intelligence company pursuant to a Share Sale Agreement dated 25 August 2016. 
 
The purchase consideration comprised the issue of 10,405,488 shares in BrainChip Holdings Ltd and 
€529,598 cash to the vendors of Spikenet, in exchange for 100% of the issued capital of Spikenet, as noted 
below: 
 

(a) Purchase Consideration   US$ 
    
 BrainChip Holdings Ltd shares issued  10,405,488 
 Share price of A$0.12 being the share price of BrainChip Holdings on 1 September 2016 0.09 
 Fair value of shares issued  938,442 

 Cash paid - €529,598   590,226 
 Loan from BrainChip Holdings Ltd  139,554 
 Purchase consideration  1,668,222  

    
(b) Provisional fair value of assets and liabilities acquired  US$ 

    
 Trade and other receivables  255,116 
 Inventories  151 
 Other current assets  256,240 
 Property plant and equipment  11,875 
 Intangible assets   2,805,458 
 Non-current other assets  21,924 
 Overdraft facility acquired  (77,560) 
 Trade and other payables  (365,754) 
 Financial liabilities - current  (490,933) 
 Financial liabilities – non-current  (247,053) 
 Employee benefits liabilities  (47,157) 
 Other liabilities   (343,652) 
 Defined benefit plan  (110,433) 
 Net assets acquired  1,668,222 
    

 

From the date of acquisition, Spikenet contributed $150,910 of revenue and $199,115 loss before tax from 
continuing operations to the Group. If the combination had taken place at the beginning of the year, revenue 
from continuing operations would have been $386,423 and loss before tax from continuing operations for the 
Group would have been $4,812,818. 

    
(c) Analysis of cash flow on acquisition   

 Transaction costs of the acquisition (included in cash flows from operating activities) (80,566) 

 
Acquisition of subsidiary, net of overdraft acquired (included in cash flows from investing 
activities) (667,786) 

 
Transaction costs attributable to issuance of shares (included in cash flows from 
financing activities, net of tax) (4,644) 

 Net cash flow on acquisition  (752,996) 
    

 
The tax effect accounting of the acquisition has not been finalised and therefore the fair values of the assets 
and liabilities acquired as at the acquisition date are considered provisional. 
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3.  Acquisition of BrainChip   
 
On 10 September 2015 BrainChip Holdings (formerly Aziana Limited) completed the legal acquisition of 
BrainChip Inc. via a newly wholly owned Delaware based subsidiary of BrainChip Holdings Ltd named AZK 
Merger Subsidiary Inc. and by way of merger in accordance with Delaware General Corporation Law.  
 
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. 
acquires the net assets and listing status of BrainChip Holdings resulting in the BrainChip Group. 
 
The purchase consideration is summarised as follows: 
 

• the issue of 353 605,500 shares in BrainChip Holdings (legal parent) to the shareholders of 
BrainChip Inc., plus  

• 46,500,000 Class A Performance Rights upon the achievement of Milestone 1,  
• 46,500,000 Class B Performance Rights upon the achievement of Milestone 2, 
• 46,500,000 Class C Performance Rights upon the achievement of Milestone 3,  
• 46,500,000 Class D Performance Rights upon the achievement of Milestone 4, and 
• 6,250,000 options granted 10 September, exercisable at AUD$0.157 on or before 10 September 

2019. 
 
A further 3,000,000 of each of Classes A, B, C, and D Performance Rights were set aside for issue at the 
Board’s discretion. Any Performance Rights not issued by 30 June 2017 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 purchase consideration is deemed to have a value of US$26,709,755 determined as follows: 
 

(a) Deemed Consideration based on the listed shares of BrainChip 
Holdings  US$ 

    

 
Share price of AUD$0.15 being the share price of BrainChip Holdings on 
the date of Acquisition  0.108 

 
Number of BrainChip Holdings Ltd shares on issue immediately prior to the 
Acquisition   248,269,752 

 Deemed consideration  26,709,755  

    
(b) Fair value of assets and liabilities acquired  US$ 

 Cash and cash equivalents (1)  2,627,240 
 Trade receivables  652,451 
 Receivables from BrainChip Inc.  190,210 
 Prepayments  10,283 
 Property plant and equipment  4,805 
 Trade and other payables  (330,879) 
 Provisions  (20,436) 
 Payables to third parties  (35,861) 
   3,097,813 

 

(1) Cash and cash equivalents comprises cash of US$2,327,055 and cash 
previously received upon the issuance of an Option fee of US$300,185 in 
accordance with the original Heads of Agreement.   

    
(c) Excess of deemed purchase consideration over net assets acquired  US$ 

 Deemed consideration  26,709,755 
 Net assets of BrainChip Holdings acquired  (3,097,813) 
 Listing expense  23,611,942 
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4.  Revenue   

  
31 December 

2016 
31 December 

2015 

  US$ US$ 
(a) Revenue   
 Sales to external customers 149,284 - 
    
(b) Interest revenue   
 Interest received 16,975  6,863   

    
(c) Other income   
 Oil and gas income 9,801 5,580 
 Foreign exchange gain 1,626 36,980 

  11,427 42,560 
 

 
 

 

5.  Expenses  
 

 
 

  
(a) Research & development costs   
 Wages and salaries 888,562 399,778 
 Amortisation of intangible assets 199,310 1,347 
 Grants received (42,903) - 
 Other expenses 25,116 5,026 
 Total research & development expenses 1,070,085 406,151 
    
(b) Administration expenses:   
 Director fees and executive salaries 788,014 762,447 
 Wages and salaries 88,853  -   
 Legal and professional fees 1,117,087  414,645  
 Travel and accommodation expenses 109,871  84,936  
 Depreciation of plant & equipment 24,979  12,808  
 Administration expenses 431,833  68,712  
 Loss on foreign exchange 65,565 - 
 Total administration expenses 2,626,202 1,343,548 
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7.  Trade and other receivables   

  
31 December 

2016 
31 December 

2015 

  US$ US$ 

 CURRENT   
 Trade receivables 111,372 - 
 Receivable related to the sale of mining licenses (1) - 559,100 
 Research tax credit (2) 174,395 - 
 Other receivables  99,710 12,785  
  385,477 571,885 

    

 

(1) Included in Other Receivables is revenue related to the 2013 sale of mining licenses from two separate 
purchasers. During the six months ended 30 June 2016, the Company impaired the receivable after 
receipt of US$24,819.  Subsequent to this date a further US$414,000 was received. A net impairment of 
US$120,281remains expensed in the profit and loss and reported in discontinued operations (refer Note 
16(a)). 

(2) Spikenet Technology recognised research credits from the French regulatory authorities as receivable 
according to the French tax regulations.  

    
 

  

6.  Cash and Cash Equivalents 
 

 
    
 Cash at bank and in hand 3,593,951  1,393,869  

 Total cash and cash equivalents 3,593,951 1,393,869 

    
(a) Reconciliation of the net loss after tax to net cash flows from 

operations   
 Loss after tax (4,855,614) (27,360,115) 

 Non-cash adjustment to reconcile loss before tax to net cash flows:   
 Depreciation  24,979  12,808  
 Amortisation 195,925 1,347 
 Share based payments 1,075,382  1,939,902  
 Listing expense - 23,611,942 
 Exploration and evaluation expenditure written off 157,990 64,038 
 Capitalised R&D expenditure (106,782) - 
 Impairment of receivable 120,281 - 
 Impairment of loan to third party 54,000 - 
 Gain on deconsolidation of subsidiaries (26,725) - 
 Other income classified as investing (54,518) - 
 Foreign exchange loss/(gain) 62,351 (36,980) 
 Interest expense extinguished by the issue of shares - 718 
 Working capital adjustments:   

 Increase in trade and other receivables (119,545) - 
 Increase in inventory (1,284) - 
 Increase in prepayments (35,786) (31,995) 

 Decrease in other assets 26,077 - 
 Increase in financial liabilities 4,610 - 
 Decrease in defined benefits plan (1,948) - 
 Increase in employee provisions 17,502 13,688 
 Increase/(decrease) in trade and other payables 42,297  (101,857)  

 Net cash used in operating activities (3,420,808) (1,886,504) 
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8.  Other current assets   

  
31 December 

2016 
31 December 

2015 

  US$ US$ 

    
 Grants receivable from third parties (1) 207,642 - 
 Prepayments  98,477 62,555 
  306,119 62,555 

    

 
(i) Included in Other current assets are grants to be received from various French government agencies of 

$207,642.  
    

 
 

    
9.  Intangible Assets   

  
31 December 

2016 
31 December 

2015 

  US$ US$ 

    
 Patents and licenses (a) 34,931 31,704 
 Capitalised research & development costs (b) 2,639,874 - 
  2,674,805 31,704 
    
(a) At cost – patents and licenses with definite useful life 347,308 35,227 
 Accumulated amortisation (312,377) (3,523) 
  34,931 31,704 
 Movement in patents   
 At 1 January  31,704 38,961 
 Additions 1,688 6,342 
 Additions upon Spikenet acquisition 5,175 - 
 Adjustment to opening balance – credit from vendor - (12,252) 
 Amortisation (1,851) (1,347) 
 Foreign exchange on translation  (1,785) - 
  34,931 31,704 
    
    
(b) Capitalised research & development costs 4,493,100 - 
 Accumulated amortisation (1,853,226) - 
  2,639,874 - 
 Movement in patents   
 At 1 January  - - 
 Fair value of additions upon Spikenet acquisition 2,800,284 - 
 Additions  106,782  
 Amortisation (195,925) - 
 Foreign exchange on translation  (71,267) - 
  2,639,874 - 
    

 
As at 31 December 2016, the Group considered indicators of impairment of these assets and no adjustment 
was deemed necessary. 
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10.  Financial liabilities   

  
31 December 

2016 
31 December 

2015 
  US$ US$ 
 Current   
 Financial liabilities to third parties 220,562 - 
  220,562 - 
 Non-Current   
 Financial liabilities to third parties 277,232 -  

  277,232 -  
     

(a) Reconciliation of financial liabilities – current (i)   
 Opening balance - - 
 Financial liabilities to third parties upon acquisition of Spikenet 490,933 - 
 Repayment of advance from third parties  (248,024) - 
 Interest charged on advances 5,298 - 
 Foreign exchange revaluation (27,645) - 
  220,562 - 

(b) Reconciliation of financial liabilities – non-current   
 Opening balance - - 
 Financial liabilities to third parties upon acquisition of Spikenet 247,053 - 
 Repayment of advances from third parties (2,978) - 
 Advances received from third parties 45,435 - 
 Foreign exchange revaluation (12,278) - 
  277,232 - 
    

 

(i) Current financial liabilities include loans from various French government agencies which are granted without 
any interest and are to be repaid under certain conditions. The benefit of the government loan at a below-
market rate of interest is treated as a government grant.  

    
11.  Other liabilities   

    
 Contract liabilities on Research & Development projects 287,507 - 
    

(a) Reconciliation of other liabilities   
 Opening balance - - 
 Financial liabilities to third parties upon acquisition of Spikenet 343,652 - 
 Grant revenue released to the statement of profit and loss  (37,847) - 
 Foreign exchange revaluation (18,298) - 
  287,507 - 
    

 

Deferred income relates to grants acquired from third parties before all attached conditions have been 
complied with.  Deferred income has been recognised on a systematic basis over the periods that the related 
research and development costs are expensed. 

    
    

12.  Defined benefit plan   
    
 Net employee defined benefit liabilities 108,123 - 
    
 Spikenet has a defined benefit pension plan which is governed by the employment laws of France. 
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13.  Contributed Equity   

  
31 December 

2016 
31 December 

2015 

  US$ US$ 
(a) Ordinary Shares   
 Issued and fully paid  34,013,023 27,266,878 

    
    

(b) Movements in ordinary shares on issue Number US$ 

    

 At 1 January 2015 10,000,000 20,112 
 Conversion of R Mitro Convertible Loan (1) 749,354 290,000 
 Conversion of 2014 Convertible Loans other (1) 620,155 246,893 
 Issue of shares to Nerona Pte Ltd 1,182,429 118 

 
Elimination of all BrainChip Inc shares on acquisition of BrainChip 
Holdings Ltd (1) (12,551,938) - 

 Existing shares of BrainChip Holdings at Acquisition 248,269,752 - 
 Acquisition of BrainChip Inc. (1) 353,605,500 26,709,755 
 Conversion of Performance Rights (2) 69,000,000 - 
    

 At 31 December 2015 670,875,252 27,266,878 

    
 At 1 January 2016 670,875,252 27,266,878 
 Conversion of Performance Rights April 2016 (3) 35,500,000 - 
 Issue of shares pursuant to non-renounceable rights issue (4) 4,526,634 487,364 

 
Issue of shares pursuant to underwriting agreements relating to non-
renounceable rights issue (4) 11,666,668 1,256,101 

 
Issue of shares pursuant to shortfall agreements relating to non-
renounceable rights issue (4) 10,976,284 1,221,216 

 Issue of shares pursuant to Acquisition of Spikenet Technology SAS (5) 10,405,488 938,442 
 Issue of shares pursuant to prospectus dated 1 September 2016 (6) 100 11 
 Issue of shares pursuant to private placement (7) 29,750,000 4,071,192 
 Conversion of Performance Rights December 2016 (8) 34,500,000 - 

 Share issue costs incurred - (1,228,181) 
    

 At 31 December 2016 808,200,426 34,013,023 

 

(1) Pursuant to the Acquisition Agreement, on 9 September 2015 convertible notes held by BrainChip Inc.  
and payable to Robert Mitro, a former Director of BrainChip Inc., and other parties were converted to 
shares in BrainChip Inc. Immediately thereafter 100% of the shares of BrainChip Inc. were issued to 
BrainChip Holdings in exchange for 353,605,500 shares as part consideration for the Acquisition; 

(2) Subsequent to the Acquisition, 69,000,000 Performance Rights were converted to shares in BrainChip 
Holdings upon the achievement of Milestones 1 and 2; 

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

(4) 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 underwriters and pursuant to shortfall applications by 
sophisticated investors, resulting in an issue of a total of 27,169,586 shares.  

(5) On 1 September 2016, 10,405,488 shares were issued at an issue price of A$0.12 per Share as part 
consideration for the purchase of Spikenet Technology SAS.  

(6) On 5 September 2016, 100 shares were issued at an issue price of A$0.14 per Share in accordance with 
the Prospectus dated 1 September 2016.   

(7) On 1 November 2016, 29,750,000 shares were issued at an issue price of A$0.18 per Share pursuant to 
a private placement to institutional and sophisticated investors raising A$5.335m. 

(8) 34,500,000 Class A, B and C Performance Rights were converted to shares in BrainChip on 22 December 
2016, milestones of which had been attained and announced previously. 
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13. Contributed Equity (continued)    
     
(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  Number 
 Performance Rights on issue at 31 December 2016 are as follows:  
 Class A Performance Rights (all of which are restricted); - 
 Class B Performance Rights (all of which are restricted); 1,000,000 
 Class C Performance Rights (all of which are restricted); 6,500,000 
 Class D Performance Rights (all of which are restricted). 48,500,000 
   56,000,000 
(e) Performance Rights movements     

  

Opening 
balance 

1 January 
2016 Converted (2) Allocated 

Closing 
balance 

31 December 
2016 

 Class A Perf Rights (1) 13,500,000 (13,500,000) - - 
 Class B Perf Rights (1) 13,500,000 (13,500,000) 1,000,000 1,000,000 
 Class C Perf Rights (1) 48,500,000 (43,000,000) 1,000,000 6,500,000 
 Class D Perf Rights (1) 46,500,000 - 2,000,000 48,500,000 
  122,000,000 (70,000,000) 4,000,000 56,000,000 
  

 

(1) 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 186,000,000 
Performance Rights were issued on 10 September 2015 to BrainChip Inc. shareholders. 
The remaining 12,000,000 Performance Rights were set aside to be issued at the Board’s discretion. Any 
Performance Rights not issued by 30 June 2017 would be issued to Peter van der Made (60%) and Robert 
F. Mitro Trust (40%), subject to obtaining all required regulatory and shareholder approvals.   

 

(2)  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. A further 34,500,000 Class A, B and C Performance Rights were converted to 
shares in BrainChip on 22 December 2016, milestones of which had been attained and announced 
previously. 

  

 

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); 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). 
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14.  Share based payments    

   
31 December 

2016 
31 December 

2015 

   US$ US$ 
(a) Recognised share based payment expense    
 Performance Rights issued to employees  157,877 681,324 
 Options issued to directors, employees and contractors  917,505 1,258,578 
  1,075,382 1,939,902  

     
(b) Performance Rights on issue    

 

The following issues of Performance Rights to employees were completed during the year and include a 12 
month escrow period from the date of grant: 
- 500,000 Class C Perf Rights issued on 1 February 2016, at a grant date fair value of US$0.16 per right and 

include a 12 month escrow period from the date of grant; and 
- 2,000,000 Class D Perf Rights issued on 28 September 2016, at a grant date fair value of US$0.08 per 

right and include a 12 month escrow period from the date of issue; and 
- 1,000,000 Class B Perf Rights issued on 10 October 2016, at a grant date fair value of US$0.11 per right 

and include a 12 month escrow period from the date of grant; and 
- 500,000 Class C Perf Rights issued on 10 October 2016, at a grant date fair value of US$0.20 per right and 

include a 12 month escrow period from the date of grant. 
 The following table summarises the movement in Performance Rights issued to employees: 
     

  

Opening 
balance 

1 January 2016 

Issued 
during the 

year 

Converted 
during the 

year 

Closing 
balance 

31 December 
2016 

 Class A Perf Rights - - - - 
 Class B Perf Rights - 1,000,000 - 1,000,000 
 Class C Perf Rights 2,000,000 1,000,000 (2,500,000) 500,000 
 Class D Perf Rights - 2,000,000 - 2,000,000 
  2,000,000 4,000,000 (2,500,000) 3,500,000 
  
(c) Summary of options granted under the Long Term Incentive Plan and Directors & Officers Option Plan 
 Unissued ordinary shares of the Company under option at 31 December 2016 are as follows: 

 Type  Grant Date  Expiry Date  
Exercise 

Price (US$) 
Number of 

options 

Vested at 
year end 

 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  - 
 Unlisted (5) 01/11/2016 01/11/2019 0.114 7,000,000  7,000,000  
 Unlisted (6) 28/09/2016 30/09/2021 0.064 50,000,000  - 
 Unlisted (7) 8/07/2016 10/10/2021 0.090 4,000,000  - 
 Unlisted (7) 7/10/2016 10/10/2021 0.162 2,000,000  - 
 Unlisted (8) 14/12/2016 22/12/2021 0.136 4,000,000 - 
 Total    85,300,000  18,000,000 

 

(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. 
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14.  Share based payments (continued) 
  

 

(5) 7,000,000 unlisted options were issued on 1 November 2016 pursuant to the Company’s Long Term 
Incentive Plan as approved by shareholders on 30 July 2015 to Foster Stockbroking Pty Ltd as consideration 
for acting as Sole & Exclusive Lead Manager to the Placement announced on ASX on 26 October 2016.  
These options will vest when the share price is trading at 150% of the exercise price ie. $0.27 (based on 30 
day VWAP) for 30 consecutive trading days, are exercisable before 1 November 2019. 

(6) 50,000,000 unlisted options were issued to the CEO, Lou DiNardo, on 30 September 2016 pursuant to the 
Company’s Long Term Incentive Plan as approved by shareholders on 30 July 2015.  These options vest 
equally over a 4-year period and, after vesting, are exercisable before 30 November 2021. 27,000,000 of 
these options have specific performance criteria linked to the attainment of these options. 

(7) 6,000,000 unlisted options were issued to employees on 10 October 2016 pursuant to the Company’s Long 
Term Incentive Plan as approved by shareholders on 30 July 2015.  These options vest equally over a 4-
year period and, after vesting, are exercisable before 10 October 2021. 

(8) 4,000,000 unlisted options were issued to employees on 22 December 2016 pursuant to the Company’s 
Long Term Incentive Plan as approved by shareholders on 30 July 2015.  These options vest equally over a 
4-year period and, after vesting, are exercisable before 22 December 2021. 

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

 
 
15.  Segment Information     
      

 

For management purposes, the Group is organised into one main operating segment, being the technological 
development of designs that can be licensed to OEM Customers and semiconductor manufacturers of Chips 
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 its investments in French based subsidiary, Spikenet Technology. 
 
The Group has the following revenue, loss and non-current assets from each geographic location, from where 
its investing activities are managed. 

       

     

31 December 
2016 
US$ 

31 December 
2015 
US$ 

(a) Revenue      
 USA    9,801 5,580 
 Australia    16,975 43,843 
 France    150,910 - 
 Revenue from continuing operations   177,686 49,423 
 Revenue from discontinued operations   54,517 - 
     232,203 49,423 

(b) Non-current assets      
 USA     174,153 101,255 
 Madagascar     - - 
 Australia     - 2,026 
 France     2,674,550 - 

     2,848,703 103,281 
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16.  Discontinued operation     
      

 

On 21 December 2016, Blue Sky Corporation, a wholly owned subsidiary within the BrainChip Group, was 
sold to a third party for A$1. The transaction resulted in the disposal of the various subsidiaries incorporate in 
Madagascar and released BrainChip from any future exploration lease commitments. 
 
The Group also dissolved two US subsidiaries after the assignment of an overriding royalty agreement from 
Eternal Resources (USA) LLC to BrainChip Inc. 

   
       

(a) Financial performance    

31 December 
2016 
US$ 

31 December 
2015 
US$ 

       
 Revenue from the sale of exploration tenements  54,517 - 
 Impairment of exploration expenses  (157,990) (64,038) 
 Impairment of receivable from third parties (120,281) - 
 Impairment of advance to third parties   (54,000) - 
 Gross loss  (277,754) (64,038) 
 Income tax expense  - - 
 Net loss attributable to discontinued operations  (277,754) (64,038) 
 Gain on sale and dissolution of subsidiaries  26,725 - 
 Income tax expense   - - 
 Gain on sale and dissolution of subsidiaries after tax  26,725 - 
 Net loss attributable to discontinued operations  (251,029) (64,038) 
       

(b) Carrying amounts of assets and liabilities    
       
 Cash     48,256 110,509 
 Receivable    - 559,100 
 Other assets    2,869 5,107 
 Total assets    51,125 674,716 
 Trade and other payables    23,849 48,140 
 Amount advanced from third party  54,000 - 
 Total liabilities   77,849 48,140 
      
 Net (liabilities)/assets    (26,724) 626,576 
       

(c) 
Cash flow information for the period 1 January 2016 to 21 December 2016, and the comparative year 
(10 September 2015 to 31 December 2015) 

     
 Net cash outflow from operating activities  - - 
 Net cash inflow from investing activities  287,052 70,326 
 Net cash outflow from financing activities  - - 
 Net decrease in cash generated by the disposal   287,052 70,326 
       
       
 Consideration received (A$1)   1  
 Carrying amount of net liabilities sold  26,724  
 Gain on disposal    26,725  

 Income tax expense    -  
 Gain on disposal after income tax  26,725  
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