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Fertoz Limited
Six months ended 30 June 2019

DIRECTORS REPORT
The directors present their report, together with the interim financial statements, on the consolidated entity
(referred to hereafter as the 'consolidated entity') consisting of Fertoz Limited (referred to hereafter as the
'company' or 'parent entity') and the entities it controlled at the end of, or during, the six months ended 30 June
2019.
Directors
The following persons were directors of Fertoz Limited during the whole of the financial period and up to the date
of this report, unless otherwise stated:
Mr. Patrick Avery
Mr. Adrian Byass
Mr. James Chisholm
Mr. Stuart Richardson
Mr. Ron Wilkinson (appointed on 11 June 2019)
Principal activities
The Company’s key objective is to become a leading supplier of rock phosphate organic fertilisers in North America
and a profitable marketer of organic fertiliser products in Australia and develop sufficient profits to pay dividends to
shareholders.
Financial Review
During the period ended 31 December 2018, the Group sought and was granted a change in reporting date from 30
June to 31 December, and consequently the interim reporting period subsequent to the year ended 31 December
2018 is for a six-month period ended 30 June 2019. The comparative numbers are for the six months ended 31
December 2018.
Financial results
The loss for the consolidated entity after providing for income tax amounted to $817,525 (2018: loss $1,246,690).
Financial position
At 30 June 2019, the consolidated entity had cash reserves of $1,661,155 (2018: $2,930,139).
Dividends
There were no dividends paid, recommended or declared during the current period or previous financial year.
Review of operations
Company Overview
Fertoz is a premium organic certified phosphate sales and development company which is advancing the Wapiti and
Fernie area (BC and Alberta) phosphate deposits in Canada, blending and selling organically certified natural rock
phosphate from contract operations in the USA and distributing fused magnesium calcium phosphate in Australia,
New Zealand and the Philippines. The Company commenced bulk sampling the Alberta leases in July 2019 under a
recently granted Bulk Sample Permit. The Company also holds the marketing rights for Krezco phosphate sourced
from Mexico (see Figure 1).
The Company’s focus is servicing the organic farming market as well as conventional farmers in North America,
Australia and New Zealand looking for alternatives to standard, high leaching fertilisers.
The Company’s key objective is to become a growth-oriented, cash-flow generating agribusiness returning dividends
to shareholders by supplying organic fertilisers in North America, Australia, New Zealand and select countries within
South East Asia.
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Overview
The Fertoz half-year accounts are dominated by the North American spring production and sales. Although a smaller
contribution to the overall half-year results, the Australia/Pacific business is important in that it provides a good
proving ground for our sales strategy whilst providing revenues to the overall business.
It was a tough spring and early summer in North America, with many major ag companies reporting 10-20%
decreases in sales, planting, acres, record cold weather, record rains leading to flooding (the worst in 87 years), but
also spot droughts. Australia was not much better, with the major agricultural regions on the east coast subjected
to the worst drought in 100 years.
Based on feedback from distributors and major customers, Fertoz forecast strong growth in 2019 compared to 2018
in revenue, tons sold, customers and distribution partners. However, the weather events in North America and
Australia, combined with US trade policies impacted the ag sector overall. While the organic agriculture market
continued to grow, credit was tight and dealers/growers became cautious and trimmed back sales orders.
Compounding this challenge, many farmers elected to claim insurance rather than plant in 2019. As such, sales were
well below forecast in both North America and Australia.
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Fertoz revised its 2019 tonnage targets lower (ASX announcement 26 July 2019) due to the unseasonal weather and
announced that it was unlikely that the lower end of the earlier guidance of 30,000 – 50,000 tons in CY19 would be
achieved, primarily due to weather-related disruptions. The revised sales guidance for CY19 is now 15,000 – 20,000
tons combined for Australia and North America, with the Australian portion also covering New Zealand and AsiaPacific sales.
While this is disappointing and outside Fertoz’s control, the pleasing aspect of 2019 is the expansion in the number
of buyers of the Company’s products - currently nine separate distributor groups (up from two in 2018) in North
America and 23 in Australia/Asia-Pacific.
While our 2019 tonnage growth is less than originally forecast, the tonnage growth and reach of the Company in
North America, Australia, New Zealand and the Asia-Pacific region is satisfactory. The Company’s expanding network
of very high-quality distributor groups gives Fertoz confidence that 2020 growth, subject to favourable weather, will
deliver improved tonnage growth on CY19.

Figure 2 – Year-on-year growth in Fertoz Group revenues

Sales and Marketing
As related above, sales in the first six months were disappointing. The Company is working hard to make up some of
the previously anticipated sales in fall and early 2020.
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Figure 3 – Half year sales
In North America, we are moving ore to the Humic Growth Solutions (HGS) Idaho processing plant to support HGS’
plans to manufacture advanced rock phos and humic products. We expect to move 5,000-8,000 tons this fall, and
HGS reconfirmed its commitment of 10,000-20,000 of ore over the next 12 months. HGS is making progress on its
Canadian plant and this is expected to add more tonnage to overall North American sales in late 2020.
The Company is in the process of finalising a 15,000 ton contract with Blair’s in North America, with a target of
5000tpa, for 3 years. The Blair’s Company is a new distributor, signed in 2019. Once finalised, the Company expects
this contract to make a very positive contribution to EBIT in 2020.
The Company is making steady sales to its existing customer base with volumes increasing to each. The Anderson’s,
Thompson’s, Ag Unlimited, Hutterites and the cannabis sector have all ordered product in 2019 and expect to order
product again in 2020. Indeed, all have committed to more volume over the next 12 months. Later this fall we expect
to have secured new customers, adding to growth in North America.
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Figure 4: Humic Growth Solutions Plant
We are also working with a major oil company that has a strong presence in sulfur fertilisers across Canada and the
USA. We are discussing a range of products and opportunities that will utilise our phosphate as an input into their
range of fertilisers.
We have another 5 distributor and supplier JVs in the works across Canada and the USA – mainly companies that are
looking to use rock phos in their advanced fertiliser products. We are also developing a long-term growth pipeline
of new rock phos blends with value-added products including sulfur, humic, gypsum, biologicals, enzymes and more.
Our aim is to offer organic agriculture clients a pipeline of products to responds to their needs and support their
growth over the next 10 years.

Figure 5: Blairs Ag Main Office and Plant
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We have progressed a similar strategy in Australia, but rather than signing more distributors in Australia and
attempting to achieve sales in the worst drought in 100 years, we have instead signed agreements for distribution
in other countries – initially New Zealand and the Philippines, with more to follow later in 2019.
Both our geographic operations in North America and Australia conducted dozens of farm trials in 2018 with
distributors and growers. We are now seeing the results, and they look good. The North American harvest is coming,
so we have set up measurements, weighing and yield programs at a number of farms. We will provide a detailed,
agronomically-based report on the yield and strength increases in the next half. We have already prepared such
reports for our Australian trials, which have led to increased sales, and we expect the same to happen in North
America as market awareness builds of our products’ benefits.
In our North American trials, shoot health, even emergence of plants, and improved root development have been
cited in a report by the Mackenzie Applied Research Association (MARA) Research Station in Northern Alberta. In
addition, germination rates measurably increased – up to 36% over control wheat and oat plantings. Australian
farmers have noted similar benefits with our FertAg product suite.

Figure 6 – North American photo of farm trials showing better root growth
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Our sales and marketing strategy is functioning well and supporting long-term sales growth. We receive numerous
calls and emails each week based on farmers reviewing our website. We ensure that Fertoz appears early in searches
by farmers and distributors looking for organic fertilisers on Google. As well, we distribute weekly targeted emails
and calls to market our phosphate blends and recent trial results.
Word-of-mouth advertising is also having some impact, as farmers tell their neighbours of the impact of Fertoz
fertilisers, whether they be blended phosphate fertilisers in North America or our fused magnesium phosphate
fertilisers in Australia. Integral to our strategy is to convince organic fertiliser manufacturers to use our products in
their blends and this approach, although slower than we would like, has been successful, with several organic
fertiliser manufacturers using our phosphate in trials of their blended products (primarily rock dust and chicken
manure fertiliser companies).

Figure 7: Growth of the Organic Market
Processing, Production and Ore Supply
In the first half of 2019 we have been very successful in securing permits on the Company’s Canadian deposits. First,
we obtained a Bulk Sample Permit for the Alberta section of our Fernie leases, and then secured a Bulk Sample
Permit for the Marten property within the Fernie complex, located in British Columbia, Canada. The Board and
Management were pleased to have been granted the Bulk Sample Permit by the BC Government, coming hot on the
heels of the Exploration License that the same authorities granted us for Barnes Lake (another section of the Fernie
Leases). Bulk Sample Permits allow us to extract ore from own deposits. Achieving this milestone will empower us
to send high-quality, high-availability phosphate ore to the numerous organic farms in Canada and USA.
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Figure 8: Table of Organic Growth, USA
Fertoz commenced extracting the Alberta ore in July, with ore removed for more trials and stockpiling for 2020. Jo
Shearer, our geologist and COO, deserves our commendation for demonstrating our safe and environmentally sound
extraction processes. All relevant regulatory agencies were invited out to watch and verify our practices.
Ore sampled from the Fernie leases will complement that which Fertoz has stockpiled at Deer Lodge, Montana
(which currently exceeds 200,000 tonnes). Fertoz spent considerable time at the Deer Lodge Montana stockpile this
half year cutting some new roads that provided access to more tons. This material goes to Butte for crushing,
screening, drying, then sales (refer YouTube Video of our operations here:
https://www.youtube.com/watch?v=ItkFhB3vcdg&t=20s)
The Wapiti deposit in BC, Canada, has progressed during the summer period with Fertoz conducting final
environmental studies. We are targeting obtaining the Small Quarry Permit in 2020. As with our Fernie Leases, this
will enable us to use our higher availability, higher margin ore.

Figure 9: Extracting ore from the Alberta Fernie Project
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As shown in the picture above of our Alberta leases in the Fernie project, we remove the black ore deposit trend
with an excavator. The same excavator also loads the trucks, and after the ore is out, it refills for our reclamation: a
highly efficient, low-cost way to extract and reclaim.
With no readily accessible deposits of high availability natural rock phosphate in Australia, the Company secured a
distribution agreement with a manufacturer of Fused Magnesium Calcium Phosphate (FMCP), which has been
organically certified in Australia and New Zealand for use as an organic input. We use the FMCP as a base for various
FertAg fertiliser products that we offer in Australia, New Zealand and now the Philippines (refer Figure 10).

Figure 10: Black Grit – targeting nursery sector
Partnerships
As we related earlier in this report, high quality rock phos will continue to be our base business, but we want to build
out a pipeline of products, offering new, value added products to our partners every year. We are in discussions for
new humic and sulfur blends, but also a new series with biological stimulants, amino acids, and “all-in-one” products.
We are also looking to expand our network in the Asia-Pacific region and hope to have more positive news in this
regard in the near future.
Sean Gatin, Sr VP of Sales, further explains: “We now have some great phos-based products: powder, granular,
fertigation grade and blends with sulfur, humic, calcium, silica and gypsum. But, as we build our distributor base
across North America, Australia, New Zealand and the Asia-Pacific, we also want to build a strong product pipeline
for the next 10 years.
“We know the adoption curve is slow, but we want to offer dealers and partners advanced, value-added products.
We will have our basic phos line, but we are exploring enhancing our phos products with additional blends made with
biologicals, enzymes, amino acids, complex nutrients, and micro-nutrients.
“We don’t want 100 products, but we do want to provide a pipeline of crop specific, region specific, soil specific
products that provide real nutrients for yield, soil heath, and with no ill effects of runoff or soil damage. These are
the basics of organic, sustainable, restorative and regenerative ag”.
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Figure 11: North American deliveries and farm trials

So, after a tough first six months, we took the time to execute in every area. FertAg had challenges with the long
Australian drought but built out new areas. We have a great supply of ore in the US and Canada, with many more
leases in the permitting process. Barring any more severe 1 in 100-year weather events, sales should increase in the
second half and into 2020. We are very pleased with recent volume increases and the number of new customers.
Our JV and distribution talks are going well, with new agreements underway. We’ll continue to update investors as
these negotiations continue through the fall.

Corporate
Board Changes
During the six months ended 30 June 2019, the board appointed Mr Ron Wilkinson as director.
Safety
There were no lost time, injuries or environmental incidents recorded during the period ended 30 June 2019.
Significant changes in state of affairs
Other than disclosed in this report, in the opinion of the directors there were no significant changes in the state of
affairs of the Company during the financial period under review.
Matters subsequent to the end of the financial period
No other matter or circumstance has arisen since 30 June 2019 that has significantly affected, or may significantly
affect the consolidated entity's operations, the results of those operations, or the consolidated entity's state of
affairs in future years.
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Auditor's independence declaration
A copy of the auditor's independence declaration as required under section 307C of the Corporations Act 2001 is
set out on the following page.
Auditor
BDO Audit Pty Ltd continues in office in accordance with section 327 of the Corporations Act 2001.

This report is made in accordance with a resolution of directors, pursuant to section 298(2)(a) of the Corporations
Act 2001.
On behalf of the directors

________________________________
Patrick Avery

11 September 2019
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AUDITOR'S INDEPENDENCE DECLARATION

Tel: +61 7 3237 5999
Fax: +61 7 3221 9227
www.bdo.com.au

Level 10, 12 Creek St
Brisbane QLD 4000
GPO Box 457 Brisbane QLD 4001
Australia

DECLARATION OF INDEPENDENCE BY C R JENKINS TO THE DIRECTORS OF FERTOZ LIMITED

As lead auditor of Fertoz Limited for the half year ended 30 June 2019 I declare that, to the best of my
knowledge and belief, there have been:
1.

No contraventions of the auditor independence requirements of the Corporations Act 2001 in
relation to the review; and

2.

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

This declaration is in respect of Fertoz Limited and the entities it controlled during the period.

C R Jenkins
Director
BDO Audit Pty Ltd
Brisbane, 11 September 2019

BDO Audit Pty Ltd ABN 33 134 022 870 is a member of a national association of independent entities which are all members of BDO Australia Ltd ABN 77 050
110 275, an Australian company limited by guarantee. BDO Audit Pty Ltd and BDO Australia Ltd are members of BDO International Ltd, a UK company limited
by guarantee, and form part of the international BDO network of independent member firms. Liability limited by a scheme approved under Professional
Standards Legislation.
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General information
The financial statements cover Fertoz Limited as a consolidated entity consisting of Fertoz Limited and the entities
it controlled at the end of, or during, the period. The financial statements are presented in Australian dollars, which
is Fertoz Limited's functional and presentation currency.
During the period ended 31 December 2018, the Group sought and was granted a change in reporting date from 30
June to 31 December, and consequently the interim reporting period subsequent to the year ended 31 December
2018 is for a six-month period ended 30 June 2019. The comparative numbers are for the six months ended 31
December 2018.
Fertoz Limited is a listed public company limited by shares, incorporated and domiciled in Australia. Its registered
office and principal place of business are:
Registered office and principal place of business
Unit 1B, 205-207 Johnston Street
Fitzroy, VIC 3065
A description of the nature of the consolidated entity's operations and its principal activities are included in the
directors' report, which is not part of the financial statements.
The financial statements were authorised for issue, in accordance with a resolution of directors, on 11 September
2019. The directors have the power to amend and reissue the financial statements.
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Fertoz Limited
Consolidated statement of profit or loss and comprehensive loss
As at 30 June 2019
Six months ended
30 June 2019
31 December 2018
$
$
Revenue from continuing operations
Cost of goods sold
Other Income
Expenses
Audit & accounting
Consultant fees & employee Compensation
Directors fees (non-executive)
Executive Director
Insurance
Investor relations
Legal
Listing fees and share registry
Marketing & selling
Office rental
Expected credit loss on receivables
Share based payment
Travel
Other expenses
Total expenses

878,255
(809,866)

3
13

Finance
Interest income
Interest paid
Realized exchange loss
Loss before income tax expense from continuing
operations
Income tax expense
Loss after income tax expense for the period
Other comprehensive income
Items that may be reclassified subsequently to profit or loss
Foreign currency translation
Other comprehensive income for the period, net of
tax
Total comprehensive income for the period

1,458,595
(1,331,159)

68,389

127,436

12,336

13,152

(112,861)
(144,375)
(57,750)
(145,919)
(26,327)
2,855
(20,043)
(232,359)
(23,132)
(29,875)
(40,218)
(5,103)
(40,231)
(875,338)

(103,859)
(122,512)
(55,685)
(141,540)
(35,827)
(45,054)
(9,224)
(76,497)
(428,395)
(16,258)
(37,124)
(229,534)
(49,166)
(32,576)
(1,383,251)

2,769
(3,027)
(22,654)
(22,912)

4,260
(3,467)
(4,820)
(4,027)

(817,525)

(1,246,690)

(817,525)

(1,246,690)

135,089

189,043

135,089

189,043

(682,436)

(1,057,647

Loss per share for profit attributable to the owners of Fertoz Limited
Basic loss per share (cents)
Diluted loss per share (cents)

11

(0.64)
(0.64)

(1.05)
(1.05)

The above consolidated interim Statement of Profit or Loss and Other Comprehensive Income should be read in conjunction with the
accompanying notes
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Fertoz Limited
Consolidated statement of financial position
As at 30 June 2019
Note
Assets
Current assets
Cash and cash equivalents
Trade and other receivables
Inventories
Other current assets
Total current assets
Non-current assets
Exploration and evaluation assets
Property, plant and equipment
Environmental Bonds
Total non-current assets

3
5
4

6
7

Total assets
Current liabilities
Trade and other payables
Borrowings
Total current liabilities
Total liabilities

8
9

Net assets

Equity
Issued capital
Reserves
Translation reserve
Retained losses
Total equity

10

30 June
2019
$

31 December
2018
$

1,661,155
405,643
551,499
21,556
2,639,853

2,930,139
847,244
486,552
39,227
4,303,162

5,578,833
92,811
146,840
5,818,484

5,142,252
51,256
144,571
5,338,079

8,458,337

9,641,241

400,041
400,041
400,041

1,022,006
(27,280)
994,726
994,726

8,058,296

8,646,514

19,522,490
1,949,510
351,555
(13,765,259)
8,058,296

19,468,490
1,909,292
216,466
(12,947,734)
8,646,514

The above consolidated interim statement of financial position should be read in conjunction with the accompanying notes
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Fertoz Limited
Consolidated statement of changes in equity
For the six months ended 30 June 2019

Issued capital
$
19,468,490

Retained
losses
$
(12,947,734)

Share Based
Payment Reserve
$
1,909,292

Translation
Reserve
$
216,466

Total equity
$
8,646,514

Loss after income tax expense for the period
Other comprehensive income for the period
Total comprehensive profit/(loss) for the period

19,468,490

(817,525)
(13,765,259)

1,909,292

135,089
351,555

(817,525)
135,089
7,964,078

Transaction with owners in their capacity as owners:
Shares issued (Note 10)
Share-based payments (Note 13)
At 30 June 2019

54,000
19,522,490

(13,765,259)

40,218
1,949,510

351,555

54,000
40,218
8,058,296

Balance at 1 July 2018

16,717,686

(11,701,043)

1,679,758

27,423

-

(1,246,691)
(1,246,691)

-

189,043
189,043

6,723,824
(1,246,691)
189,043
(1,057,648)

2,827,226
(76,422)
19,468,490

(12,947,734)

229,534
1,909,292

216,466

2,827,226
(76,422)
229,534
8,646,514

Balance at 31 December 2018

Loss after income tax expense for the period
Other comprehensive income for the period
Total comprehensive profit/(loss) for the period
Transaction with owners in their capacity as owners:
Shares issued (Note 10)
Share issue costs (Note 10)
Share-based payments (Note 13)
At 31 December 2018

The above consolidated interim statement of changes in equity should be read in conjunction with the accompanying notes.
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Consolidated statement of cashflows
For the six months ended 30 June 2019
Note

Cash flows from operating activities
Receipts from customers (exclusive of GST)
Payments to suppliers and employees (exclusive of GST)
Interest received
Interest paid
Net cash inflow / (outflow) from operating activities
Cash flows from investing activities
Property, plant and equipment
Payment for exploration and evaluation assets
Net cash inflow / (outflow) from investing activities
Cash flows from financing activities
Proceeds from issue of shares
Payments for equity raising costs
Drawdown of borrowings
Net cash inflow / (outflow) from financing activities
Net increase/(decrease) in cash and cash equivalents
Foreign exchange difference
Cash and cash equivalents at the beginning of the financial period
Cash and cash equivalents at the end of the financial period

Six months ended
30 June 2019
$

1,327,243
(2,269,345)
2,769
(3,027)
(942,360)

7

(46,627)
(333,384)
(380,011)

10
10

27,280
27,280

Six months ended
31 December 2018
$

-

902,372
(2,245,999)
4,260
(3,467)
(1,342,834)

(321,168)
(321,168)

-

(1,295,091)
26,107
2,930,139
1,661,155

2,827,226
(76,422)
(15,306)
2,735,498
1,071,496
(8,923)
1,867,566
2,930,139

The above consolidated interim statement of cashflows should be read in conjunction with the accompanying notes
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Fertoz Limited
Notes to the consolidated financial statements
For the six months ended 30 June 2019
Note 1. Significant accounting policies
Corporate Information
Fertoz Limited (the Company) is a public company limited by shares incorporated and domiciled in Australia. The Company’s registered office
is located at Unit 1B, 205-207 Johnston Street, Fitzroy, VIC 3065.
The financial report of Fertoz Limited for the six months ended 30 June 2019 comprises the Company and its controlled entities together
(“Consolidated Entity”).
A copy of the consolidated audited financial report of the Consolidated Entity as at and for the six months ended 31 December 2018 is
available upon request from the Company’s registered office or at www.fertoz.com.
Basis of preparation
The consolidated interim financial report is a general-purpose financial report which has been prepared in accordance with Australian
Accounting Standard AASB 134: Interim Financial Reporting, and the Corporations Act 2001.
During the period ended 31 December 2018, the Group sought and was granted a change in reporting date from 30 June to 31 December,
and consequently the interim reporting period subsequent to the year ended 31 December 2018 is for a six-month period ended 30 June
2019. The comparative numbers are for the six months ended 31 December 2018.
The consolidated interim financial report does not include full disclosures of the type normally included in the annual financial report.
Accordingly, it is recommended that this report be read in conjunction with the audited financial report of the Company for the six months
ended 31 December 2018 and any public announcements made by the Company during the interim reporting period in accordance with the
continuous disclosure requirements arising under the Australian Securities Exchange Listing Rules and the Corporations Act 2001.
The consolidated interim financial report was authorised for issue by the Directors on 11 September 2019
Historical cost convention
The financial statements have been prepared under the historical cost convention.
Critical accounting estimates
The preparation of the interim financial report requires management to make judgements, estimates and assumptions that affect the
application of accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual results may differ from these
estimates.
The judgements, estimates and assumptions applied in preparing this consolidated interim financial report, including the key sources of
estimation uncertainty, were consistent with those applied in the Company’s audited financial report for the six months ended 31 December
2018.
The financial statements have been prepared on the going concern basis, which contemplates continuity of normal business activities and
the realisation of assets and settlement of liabilities in the normal course of business.
As disclosed in the financial statements, the Group achieved a net loss of $817,525 (31 December 2018: loss $1,264,690) and net operating
cash outflows of $942,360 (31 December 2018 outflow: $1,342,834) for the period ended 30 June 2019. As at 30 June 2019 the Group has
cash of $1,661,155 (31 December: $2,930,139). The ability of the Group to continue as a going concern is principally dependent upon the
following conditions:
•
the ability of the Group to meet its cash flow forecasts;
•
the ability of the Group to raise capital, as and when necessary; and
•
the ability of the Group to sell non-core assets.
These conditions give rise to material uncertainty which may cast significant doubt over the Group’s ability to continue as a going concern.
The directors believe that the going concern basis of preparation is appropriate due to the following reasons:
•
proven ability of the Group to raise the necessary funding or settle debts via the issuance of shares;
•
dedicated plans established to run the rock phosphate operations; and
•
the existing cash balance of $1,661,155 as at 30 June 2019.
Should the Group be unable to continue as a going concern, it may be required to realise its assets and extinguish its liabilities other than in
the ordinary course of business, and at amounts that differ from those stated in the financial report. This financial report does not include
any adjustments relating to the recoverability and classification of recorded asset amounts or the amounts or classification of liabilities and
appropriate disclosures that may be necessary should the Group be unable to continue as a going concern.
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Fertoz Limited
Notes to the consolidated financial statements
For the six months ended 30 June 2019
Change in Accounting Policies and Accounting Standards
The accounting policies adopted in this report are consistent with those applied by the Group in its consolidated audited financial report for
the six months ended 31 December 2018 except for AASB16 Leases which is applicable from 1 January 2019
AASB 16 Leases.
This standard results in almost all leases being recognised on the statement of financial position, as the distinction between operating and
finance leases is removed. Under the new standard, an asset (the right to use the leased item) and a financial liability to pay rentals are
recognised. The only exceptions are short-term and low-value leases.
The Company has evaluated that the new Standard does not have significant impact on the financial statements.
Note 2. Operating segments
Identification of reportable operating segments
The consolidated entity is organised into two operating segments based on geographical location being Australian and Canadian operations,
reflected by the subsidiaries in the Group. These operating segments are based on the internal reports that are reviewed and used by the
board of Directors (who are identified as the Chief Operating Decision Makers ('CODM')) in assessing performance and in determining the
allocation of resources.
The CODM reviews earnings before and after tax. The accounting policies adopted for internal reporting to the CODM are consistent with
those adopted in the financial statements.
Where applicable, corporate costs, finance costs, interest revenue, tax, creditors, debtors and foreign currency gains and losses are not
allocated to segments as they are not considered part of the core operations of the segments and are managed on a consolidated entity basis.
Consolidated – 30 June 2019

Australia
$

North
America
$

Unallocated

Total

$

$

Revenue
Sales of phosphate fertilizer – external sales
Other revenue

486,742
-

391,513
-

12,336

878,255
12,336

Total revenue

486,742

391,513

12,336

890,591

Profit/(Loss) before income tax expense
Income tax revenue

(3,522)
-

(571,997)
-

(242,006)
-

(817,525)
-

Profit/(Loss) after income tax expense

(3,522)

(571,997)

(242,006)

(817,525)

416,540
(51,059)
365,481

7,038,940
(282,127)
6,756,813

1,002,821
(66,819)
936,002

8,458,301
(400,005)
8,058,296

Assets
Segment assets
Segment liabilities
Segment net assets
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Fertoz Limited
Notes to the consolidated financial statements
For the six months ended 30 June 2019
Note 2. Operating segments (continued)

Segment revenue and non-current asset

Consolidated – 31 December 2018

Australia
$

North
America
$

Unallocated

Total

$

$

Revenue
Sales of phosphate fertilizer
Other revenue

283,674
-

1,174,922
-

13,152

1,458,596
13,152

Total revenue

283,674

1,174,922

13,152

1,471,748

(494,297)

(1,246,690)

-

-

Profit/(Loss) before income tax expense
Income tax revenue

(71,445)
-

(680,948)
-

Profit/(Loss) after income tax expense

(71,445)

(680,948)

(494,297)

(1,246,690)

Assets
Segment assets
Segment liabilities
Segment net assets

417,932
(47,707)
370,225

7,549,096
(883,892)
6,665,204

1,674,213
(63,128)
1,611,085

9,641,241
(994,727)
8,646,514

Consolidated
30 June
31 December
2019
2018
$
$
Non-current assets, excluding financial instruments and deferred tax assets, located
in:
Australia
Canada

5,818,484
5,818,484

5,338,079
5,338,079

Note 3. Current assets – Trade and other receivables

Trade receivables
Less: expected credit loss provision

Consolidated
30 June
31 December
2019
2018
$
$
475,073
885,471
(69,430)
(38,227)
405,643
847,244

Upon initial recognition of the amount receivable, the Group has applied the simplified approach permitted by AASB 9 which requires
expected lifetime losses to be recognized from initial recognition of the receivable. An allowance for expected loss was recognised based on
a probability of default of 5% at the date of subsequent recognition of the receivable. At 30 June 2019, further to a re- assessment of the
amount receivable, an additional credit loss of $29,785 was recognised.
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Fertoz Limited
Notes to the consolidated financial statements
For the six months ended 30 June 2019
Note 4. Current assets – Other current assets

GST receivable

Consolidated
30 June
31 December
2019
2018
$
$
21,556
39,227
21,556
39,227

Note 5. Current assets – Inventory
Consolidated
30 June
31 December
2019
2018
$
$
Inventory consists of the following
Crushed raw ore
Finished products

475,023
76,476
551,499

324,048
162,504
486,552

Note 6. Non-current assets – Exploration and evaluation assets
Consolidated
30 June
31 December
2019
2018
$
$
Exploration and evaluation assets, at cost

5,578,833

5,142,252

5,142,252
337,408
99,173
5,578,833

4,601,467
345,772
195,013
5,142,252

Reconciliations of the written down values at the beginning and the end of the
current and previous financial year are set out below
Movements in property, plant and equipment
Carrying amount at beginning of the period
Additions
Disposals
Foreign exchange movement
Carrying amount at the end of period

Recoverability of the carrying amount of exploration assets is dependent on the successful development and commercial exploitation of
projects or alternatively through the sale of the area of interest.

Note 7. Non-current assets – Property, plant and equipment

Plant and equipment, at cost
Less: accumulated depreciation

Movements in property, plant and equipment
Carrying amount at beginning of the period
Additions
Disposals
Depreciation capitalised to exploration and evaluation assets
Foreign exchange movement
Carrying amount at the end of period

Consolidated
30 June
31 December
2019
2018
$
$
162,958
116,331
(70,147)
(65,075)
92,811
51,256

51,256
46,627
(4,025)
(1,047)
92,811

11,799
45,877
(4,034)
(2,386)
51,256
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Fertoz Limited
Notes to the consolidated financial statements
For the six months ended 30 June 2019
Note 8. Current liabilities -Trade and other payables
Consolidated
30 June
31 December
2019
2018
$
$
Trade creditors
Accruals

365,041
35,000
400,041

964,595
57,411
1,022,006

Note 9. Current liabilities -Borrowings
Consolidated
30 June
31 December
2019
2018
$
$
Debtor financing facility

-

(27,280)
(27,280)

The Company has a debtor financing facility arrangement whereby it may drawdown on this facility upon the issuance of an invoice to a
customer up to a total facility limit of $1,000,000 with any amount drawn down to be repaid within 90 days of the drawdown.

Note 10. Equity – Issued share capital
30 June
2019
Number of
shares
Ordinary shares – fully paid
Movements in share capital
Details
Balance
Exercise of unlisted options1
Exercise of unlisted options1
Exercise of unlisted options1
Performance shares2
Exercise of unlisted options1
Exercise of unlisted options1
Issuance from ESOP3
Exercise of unlisted options1
Share issuance costs4
Balance
Issuance under ESOP5
Balance

128,469,128

31 December
2018
Number of
shares
128,069,128

Date

No of Shares

30 June 2018
19 July 2018
17 August 2018
10 September 2018
10 September 2018
05 October 2018
24 October 2018
25 October 2018
19 December 2018
31 December 2018

106,444,530
98,000
5,336,833
1,094,546
6,000,000
5,120,214
3,697,227
277,778
128,069,128
400,000
128,469,128

30 June 2019

30 June
2019

31 December
2018

$

$

19,522,490

Issued Price
($)
$
$
$
$
$
$

0.18
0.18
0.18
0.18
0.18
0.18
-

19,468,490
Amount
($)
16,717,686
17,640
960,630
197,018
921,639
665,501
14,798
50,000
(76,422)
19,468,490
54,000
19,522,490

1

These options were exercised at a price of $0.18 per share.
performance shares were issued to the Executive Chairman pursuant to his service agreement. Please see note 28 on details of vesting.
3 On 25 October 2018, 82,212 shares were issued out of ESOP
4 Share issuance costs of $67,237 were paid to a company related to a director
5
On 25 June 2019, 400,000 shares were issued out of ESOP
2 6,000,000
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Fertoz Limited
Notes to the consolidated financial statements
For the six months ended 30 June 2019
Note 11. Loss per share
Consolidated
30 June
31 December
2019
2018
$
$
Earnings per share for profit/(loss) from continuing operations
Loss after income tax expense for the period

(817,525)

(1,246,690)

Weighted average number of shares used in calculating basic earnings per share

Number
128,469,118

Number
118,601,431

Weighted average number of shares used in calculating diluted earnings per share

128,469,118

118,601,431

Basic loss per share
Diluted loss per share

Cents
0.64

Cents
1.05

0.64

1.05

At 30 June 2019, there were Nil (30 June 2018: nil) options outstanding which could potentially dilute basic earnings per share in the future.
Because there is a loss from continuing operations, these would have an anti-dilutive effect and therefore diluted earnings per share is the
same as the basic earnings per share.

Note 12. Share-based payments
Expenses arising from share-based payment transactions
Total expenses arising from share-based payment transactions recognised during the period as part of employment benefit expenses and
project generation and business development expenses in terms of options and shares issued to directors, employees and consultants were
$40,218 (31 December 2018: $229,534). In addition, 400,000 shares were issued as part ESOP for $54,000 (2018: Nil).
At 31 December 2018, the following In-Substance options were outstanding and remain in escrow until the relative performance huddles
are met as per below:
30 June 2019

Grant date
01/06/2018

Expiry date
01/06/2021

Exercise
price
$0.00

Weighted average exercise price
Performance
Shares
Chairman Shares

Balance at
the start of
the period
4,000,000
4,000,000
-

Granted
-

Exercised /
vested
-

Expired/
forfeited/
other
-

Balance at
the end of
the period
4,000,000
4,000,000
-

Number

Expiry Date

Milestone for release from escrow

Issue Price

1,000,000

01/06/2021

The Company’s share price closing at 28c or above for 10
consecutive trading days

Nil

1,000,000

01/06/2021

The Company’s share price closing at 38c or above for 10
consecutive trading days

Nil

1,000,000

01/06/2021

The Company’s share price closing at 50c or above for 10
consecutive trading days

Nil

1,000,000

01/06/2021

The Company’s share price closing at 60c or above for 10
consecutive trading days

Nil

4,000,000
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Fertoz Limited
Notes to the consolidated financial statements
For the six months ended 30 June 2019
Note 12. Share-based payments (continued)
Valuation Model
The fair value of options and in-substance options are determined at grant date, by the Company, using a trinomial option pricing model or
probabilistic pricing model that takes into account the share price at grant date, exercise price, performance hurdles prices if any, expected
volatility (determined by reference to historical volatility of the share price), option life, the risk free rate, and the fact that the options or insubstance options are not tradeable. The inputs used for the binomial option pricing model and probabilistic pricing model for options granted
during the period ended 30 June 2019 were as follows:

Grant date

Expiry date

01/06/2018
01/06/2018
01/06/2018
01/06/2018

01/06/2021
01/06/2021
01/06/2021
01/06/2021

Number
Share price
Issued at grant date
1,000,000
1,000,000
1,000,000
1,000,000

$0.18
$0.18
$0.18
$0.18

Exercise
price
-

Performance
hurdle price
$0.28
$0.38
$0.50
$0.60

Expected Dividend
Risk-free
volatility
yield Interest rate
81%
81%
81%
81%

0%
0%
0%
0%

2.06%
2.06%
2.06%
2.06%

Fair value
at grant date
$0.1611
$0.1455
$0.1293
$0.1174
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Fertoz Limited
Directors’ Declaration
For the six months ended 30 June 2019

In the directors' opinion:
●

the attached financial statements and notes comply with the Corporations Act 2001, the Accounting Standards, the Corporations Regulations
2001 and other mandatory professional reporting requirements;

●

the attached financial statements and notes comply with International Financial Reporting Standards and Interpretations as issued by the
International Accounting Standards Board as described in note 1 to the financial statements;

●

the attached financial statements and notes give a true and fair view of the consolidated entity's financial position as at 30 June 2019 and of its
performance for the financial period ended on that date; and

●

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

The directors have been given the declarations required by section 295A of the Corporations Act 2001.
Signed in accordance with a resolution of directors made pursuant to section 295(5)(a) of the Corporations Act 2001.
On behalf of the directors

________________________________
Patrick Avery
Chairman
11 September2019
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INDEPENDENT AUDITOR’S REVIEW REPORT
To the members of Fertoz Limited

Report on the Half-Year Financial Report
Conclusion
We have reviewed the half-year financial report of Fertoz Limited (the Company) and its subsidiaries
(the Group), which comprises the consolidated statement of financial position as at 30 June 2019, the
consolidated statement of profit or loss and other comprehensive income, the consolidated statement
of changes in equity and the consolidated statement of cash flows for the half-year then ended, notes
comprising a statement of accounting policies and other explanatory information, and the directors’
declaration.
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 the Group is not in accordance with the Corporations Act
2001 including:
(i) Giving a true and fair view of the Group’s financial position as at 30 June 2019 and of its financial
performance for the half-year ended on that date; and
(ii) Complying with Accounting Standard AASB 134 Interim Financial Reporting and Corporations
Regulations 2001.
Emphasis of matter – Material uncertainty relating to going concern
We draw attention to Note 1 in the financial report which describes the events and/or conditions which
give rise to the existence of a material uncertainty that may cast significant doubt about the Group’s
ability to continue as a going concern and therefore the Group may be unable to realise its assets and
discharge its liabilities in the normal course of business. Our conclusion is not modified in respect of
this matter.
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.
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 half-year financial report is not in accordance with the Corporations Act 2001 including giving

BDO Audit Pty Ltd ABN 33 134 022 870 is a member of a national association of independent entities which are all members of BDO Australia Ltd ABN 77 050
110 275, an Australian company limited by guarantee. BDO Audit Pty Ltd and BDO Australia Ltd are members of BDO International Ltd, a UK company limited
by guarantee, and form part of the international BDO network of independent member firms. Liability limited by a scheme approved under Professional
Standards Legislation.
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a true and fair view of the Group’s financial position as at 30 June 2019 and its 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. We confirm that the independence declaration required by the Corporations Act 2001, which
has been given to the directors of the Group, would be in the same terms if given to the directors as at
the time of this auditor’s review report.

BDO Audit Pty Ltd

C R Jenkins
Director
Brisbane, 11 September 2019

BDO Audit Pty Ltd ABN 33 134 022 870 is a member of a national association of independent entities which are all members of BDO Australia Ltd ABN 77 050
110 275, an Australian company limited by guarantee. BDO Audit Pty Ltd and BDO Australia Ltd are members of BDO International Ltd, a UK company limited
by guarantee, and form part of the international BDO network of independent member firms. Liability limited by a scheme approved under Professional
Standards Legislation.
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