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Directors' Report

The principal activity of Martin Aircraft Company Limited

The focus of the company remains the manufacture, test

(the Company or Martin Aircraft) remains the continuing

and delivery of a certifiable Series 1 Jetpack. Initially we

development and commercialisation of the Martin Jetpack.

will be working with a small number of potential specialist
customers who have a clear understanding of our product

The last six months have seen a significant period of change

and insight into how the Jetpack can best be used in mission

for the company; our focus has been simplified and costs

critical environments. These potential customers will be

streamlined after a detailed strategic review following

invited to attend capability demonstrations of the Series

proactive changes made to the Board and Management

1 Experimental Jetpack, currently targeted for mid-year

team. While risks continue to exist, some real progress has

2017 subject to the test programme outcomes, and to work

been made, our focus is clear, our team is united and the

alongside us in the development of the Series 1 Commercial

Board continues to proactively lead the team in delivering

Jetpack, providing feedback and inputting requirements

to the potential inherent in the concept behind the Martin

to ensure the Jetpack matches the needs of the specialist

Jetpack.

community for real, robust tactical air support.

Summary

Finance

During the period to 31 December 2016 the new Board

The Directors report that the Group’s operating loss for the

undertook an in-depth review of the Company's progress to

six months to 31 December 2016 was NZ$5,035,214.

determine how best to secure the path towards commercialisation of the Jetpack and manage its cost base. This review

The Group's net loss was NZ$2,548,721 after considering

has, where appropriate, involved KuangChi Science Limited

favourable non-cash derivative movements (refer to Note 9

(KCS) as our cornerstone shareholder.

‘Derivative Financial Liabilities’ for further information).

As a consequence of the review a number of changes

The Development asset increased to NZ$16.22 million at

occurred:

31 December 2016. The Board has carefully considered the
rules surrounding the ongoing capitalisation of development

•

The Board reduced in size from seven to five Directors,

expenditure. It has also reviewed the rules surrounding

with Mr Peter Coker, Mr Dennis Chapman and Dr Zhang

impairment in regard to such assets. No reason was found

YangYang resigning from the Board and with Mr Hamish

to change current practice, and accordingly development

Bell joining the Board. The new Board comprises Mr Jon

expenditure continues to be capitalised as an intangible

Mayson (Chair), Mr Steve Bayliss, Mr Hamish Bell, Dr Liu

asset and no material impairment has been considered.

Ruopeng and Dr Luan Lin.
•

Peter Coker resigned from his position as CEO and
Managing Director of the Company.

•

At 31 December 2016, the Company had net assets of
NZ$32.8 million and cash and bank deposits of NZ$17.0
million.

James West (previously CFO) was appointed as CEO of
Martin Aircraft Company.

•

The strategy and focus of the company was refined
to focus exclusively on the priority development of a
certifiable Series 1 Jetpack, with all non-essential activity
suspended, staff levels reduced and costs cut.

MARTINJ E TPACK .CO M
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Despite this, it must be noted that the Company remains

Going Concern

in the start-up phase of its operations, is pre-revenue, and
The financial statements have been prepared using the

does not yet have a certifiable commercial product. As such,

going concern assumption. The considered view of the

the Directors must continue to note that material uncertainty

Directors - after making enquiries - is that we can reasonably

does exist and accordingly this has been disclosed in this

expect that the Company will have access to adequate

report. The Directors would also note that the going concern

resources to continue operations for a 12-month period

assumption is dependent on undertaking a test programme

from the date of signing of these accounts. For this reason,

on the Series 1 Jetpack that can be used for capability

the Directors consider the adoption of the going concern

demonstrations, ongoing management of the cost base, and

assumption in preparing the interim financial statements for

raising sufficient cash through the issuance of further share

the six months ended 31 December 2016 to be appropriate.

capital. These dependencies create a material uncertainty
that may cast significant doubt on the Group’s ability to

We have reached this conclusion having regard to

ultimately continue as a going concern.

circumstances that we consider likely to affect the Group
during the period of at least one year from the signing

Notwithstanding the material uncertainty, the Directors are

of these accounts, and to circumstances that we can

confident that the Group remains a going concern and are

reasonably foresee will occur after that date that could

confident of being able to

affect the validity of the going concern assumption. Key
considerations are set out below:
•

•

restructuring;

A review of the financial and operating cash flow
forecasts, including key assumptions prepared by

•

management, covering the 12-month period from
February 2017 estimating that up to NZ$10.0 million
additional funding is required in this period.
•

A review of key assumptions and milestones,
including but not limited to Series 1 Jetpack capability
demonstrations in New Zealand, China and potentially
other regions, establishing a base line design for a

continue to manage the cost base following the 2016

complete the Series 1 test programme to enable
capability demonstrations to be undertaken;

•

establish a base line design for a commercial product
including certification cost and timing;

•

further prove the market and Series 1 Jetpack; and

•

raise further share capital and obtain the necessary
regulatory and shareholder approvals.

commercial product including certification costs and
timing, and further proving the product and market,

If the Group was unable to continue in operational existence,

including progressing an incremental certification

and pay debts as and when they become due and

approach whereby potential sales can be made to First

payable, adjustments would have to be made to reflect the

Responders and Specialist customers where a reduced

situation that assets may need to be realised and liabilities

airworthiness requirement may be acceptable.

extinguished, other than in the normal course of business
and at amounts that could differ significantly from the

•

Continued strong support from our majority shareholder,

amounts at which they are currently recorded in the balance

KuangChi Science Limited, as evidenced by the

sheet. In particular, the carrying value of the intangible

provision of a Letter of Financial Support committing

assets in Note 7 would likely be impaired in this scenario.

to underwrite the amount of NZ$10.0 million (subject
to shareholder and regulatory approvals, as required)

Business Update

to provide adequate funds to the Company to enable
us to complete the milestones of the Jetpack in the 12

The company has made progress against key objectives

months from the date of signing of the interim financial

identified in the 2016 Annual Report:

statements, providing there remains appropriate
commercial rationale for the funding with reference to

Simplify and realign the company focus to the delivery, test

the key milestones above

and development of the Series 1 Jetpack
Complete

•

04

Confidence in our ability to complete the test programme
to enable Series 1 Jetpack capability demonstrations to

Reduce cost base back to core functions and manage

be undertaken, which will underpin our ability to raise

reduced cost base

further share capital.

Complete

MARTIN AIRCR AF T CO MPANY LIMITED
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Reposition the product in the marketplace as a specialist

electrical systems, structural drop tests and testing of the

aircraft for specialist use

parachute fall arrest performance.

Complete
The P14.1 Jetpack continues to be subject to a rigorous
Complete weight down programme and build Series 1

ground testing programme to validate, configure and tune

Jetpack

the performance of the multiple new systems and structure.

Complete

As is usual with an aircraft of this complexity, the process has
identified several issues to date, mostly of a minor nature,

Prove the Series 1 Jetpack via physical flight capability

which have been quickly resolved.

demonstration
Ongoing

Currently there remain two main ongoing technical
challenges, both of which have mitigations in place, and

Complete full aircraft safety assessment, test programme

testing is continuing:

and customer requirements to establish a base design for a
certifiable commercial product

•

The performance of the engine cooling system has
needed some minor modifications to adequately meet

Ongoing

requirements for the summer operating temperatures
Complete the certification plan and agree with regulators

in New Zealand and offshore. This is being actively

including cost and timeline

managed both internally and with our engine supplier.

Ongoing
•
Staffing

Testing of the early RT1200 engine has identified several
issues requiring modifications to the design. While none
have proven to be significant individually, their combined

The company currently has a headcount of 82 comprising

impact on delays to engine testing has resulted in the

73 employees and 9 contractors, a small reduction since

team having to operate with an engine that has a lower

the August 2016 restructure. The business focus remains

than expected time between overhaul. We continue

on the testing and development of the Series 1 Jetpack and

to work with our engine supplier to ensure the test

demonstrations to potential customers, alongside tightly

programme is fully supported.

managing headcount and third party costs while maintaining
core capability to enable test and certification of the aircraft.

It is now expected that testing will progress quickly through

Following the completion of the initial Series 1 Jetpack build

6 Degrees of Freedom rig testing to full free flight testing of

the Production team is being scaled back until such a time

the Jetpack’s performance and flight envelope.

as purchase orders are received, which is not expected prior
to the capability demonstrations.

The strategy remains to validate the performance in flight
of the unmanned Jetpack prior to any manned flight of the

Production

Series 1 Jetpack.

Since commencing build in August 2016 of the prototype
unmanned Series 1 Jetpack, the Production team has
assembled a further three Series 1 Jetpacks. It is anticipated
that these aircraft will initially be used to support the
Jetpack test programme and capability demonstrations.
Series 1 Jetpack Development Update
In December 2016 the first Series 1 Jetpack (P14.1) was
transferred to Test Operations signaling the Company's
transition to a new phase of development focused upon
verification of the aircraft and its subsystems against the
targeted design performance.
This has involved multiple testing on rigs designed to
replicate the stresses and requirements of the Jetpack
during operations. These include tests using the E-Bird
rig, which has been designed to replicate the Jetpack’s

MARTINJ E TPACK .CO M
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clear assessment on what is technically required to achieve

Technical Achievements

Type Certification.
The following technical achievements should be noted:
Sales & Marketing
•

Series 1 Jetpack: The design of the Series 1 Jetpack has
been completed both as an unmanned aircraft and as a

The strategy is based upon the following assumptions:

lighter-weight manned variant. The Series1 Jetpack is a
completely new aircraft and represents a step change

•

We must demonstrate the Jetpack via physical capability
demonstrations to meaningfully engage customers.

from the P12 concept demonstrator. The design, build
and testing aspects follow aviation practices and provide
a robust platform upon which Martin Aircraft can build.
•

•

Martin Aircraft does not believe that meaningful sales
of Jetpacks are achievable until the aircraft is certified

Structure: A completely new structure for the aircraft

(largely due to regulatory approval to fly and liability

has been designed and manufactured. Aerospace grade

issues).

carbon fibre composites and metals have been used for
key features to maximise the performance of the aircraft
whilst minimising the overall weight. The major structural

•

Low volume sales of the Series 1 Experimental Jetpack

components include the airframe, landing gear, roll bar,

are achievable to specialist organisations to be operated

pilot module and ducts.

either on an experimental basis or where the operation is
deemed to be in the public or national interest and so a

•

reduced airworthiness requirement may be acceptable.

Engine: The Series 1 Jetpack uses a new rotary engine
developed in the United Kingdom. The Rotron RT1200
engine is undergoing a rigorous test programme, both
on a dynamometer and aircraft-representative thrust

•

possible to the existing body of regulations to support

rig. Early teething problems identified have been

certification in as short a time and most cost-effective

worked through at an engine level and the engine is

way as possible. Future changes and additions to

now installed in the aircraft for ground, flight testing and

this certification can be made through supplemental

capability demonstrations.
•

The base certifiable product must be as close a fit as

certification.

Flight Controls: Building on the previous period, the new
flight control system (FCS) has been integrated into the

•

We believe a significant market and global company can

Unmanned Test Vehicle (UTV) for testing. Dedicated

be established following certification of the Jetpack, built

rigs have been manufactured to allow the UTV to

upon successes with operational use of the aircraft by

be restrained in various ways allowing independent

specialists, even with low volume sales.

configuration and verification of the FCS. These include a
Gimbal rig for pitch and roll to be tested independently,
and a 6-Degree of Freedom (6-DoF) rig, which essentially

•

to begin offering the aircraft as an unmanned platform

enables the aircraft to fly freely but within a confined

with significant payload, subject to market demand.

space whilst tethered. The successful completion of this
test programme is a key milestone towards the Series 1
Jetpack product.
•

The Capability Demonstrations will be practical, physical
demonstrations that will highlight the Jetpack’s abilities in a

Parachute: The parachute continues its development
with further drop testing being carried out to validate the

number of chosen scenarios as follows:
•

design requirements and confirm the parachute’s ability
to arrest the descent of the aircraft. Additional vehicle
and crane tests have been performed successfully.

•

Rescuing people from an access constrained area

•

Establishing surveillance/access in a time-critical
situation

The Series 1 Jetpack is undergoing a detailed safety

•

key driver in defining the aircraft requirements for any
certification programme. It will be ongoing throughout the
development of the commercial product and will provide a

MARTINJ E TPACK .CO M

Showing the benefits of hands free hover capability and
pilot situational awareness

assessment. This activity is in its early stages and is a

MARTIN AIRCR AF T CO MPANY LIMITED

Establishing a communications network in a disaster/
critical situation

Safety Assessment
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As the Jetpack can be remotely piloted, it is also possible

•

Scenarios highlighting ship to ship, ship to shore and
radar coverage for ships too small to use a helicopter

Martin Aircraft has received positive feedback from the

•

organisations we have engaged and the expectation is
that the planned demonstrations will be well attended.
Successful demonstrations may lead to orders of the Series
1 Experimental Jetpack and agreements to work alongside
the Company developing the Series 1 Commercial Jetpack.

Secure funding and/or development cost contributions
from customers

•

Undertake a full strategic business review on completion
of the above work

KCS and the Company will continue to review and determine
if there are ways to share services and create synergies

Certification and Regulatory

across the KCS investment portfolio to reduce cost. At this
time the Company has not entered into any agreements

Good progress has been made on the 145 (Maintenance

with KCS in relation to shared services and any agreements

Organisation) and 148 (Manufacturing Organisation)

would be subject to any shareholder or other regulatory

organisation requirements with submissions to the New

approvals that may be required.

Zealand Civil Aviation Authority (NZCAA) planned for
March 2017. Work on implementing processes to support

I would like to take this opportunity to thank all shareholders,

146 (Design Organisation) commenced this month and

including our majority shareholder KCS, for their ongoing

completion for submission is targeted for April 2017.

support and commitment to the Company.

Achieving these standards is a significant step toward
recognition as a qualified aviation business and is a
prerequisite for being able to certify an aircraft.
Whilst discussion with NZCAA has suggested that the

Jon Mayson CNZM				

certification framework for the Jetpack will be based on

Chairman

FAR 27 (Normal Category Rotorcraft), the potential for an
incremental approach is also being investigated. In terms of
this approach it could be possible to sell to First Responders
or specialist customers prior to achieving full certification if a
reduced airworthiness requirement is acceptable.
Looking Forward
The Company notes the following as key points of focus:
•

Maintain focus and momentum on Series 1 Jetpack test
and capability demonstrations plans

•

Continue fostering commercialisation pathways to reach
a global market

•

Test and prove the Series 1 Jetpack

•

Complete aircraft level safety assessment

•

Continue development of the RT1200 certifiable engine
and continue to explore alternative back-up options or
new technology

•

Physically demonstrate capabilities of the Series 1
Jetpack

•

Target specialist aviation organisations for orders of initial
experimental aircraft

•

Establish base design for Series 1 Commercial Jetpack
and complete strategic review

•

Agree certification basis with regulators including cost
and timeline estimates for the business

•

Ongoing management of cost base

MARTINJ E TPACK .CO M
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Independent Review Report
TO THE SHAREHOLDERS OF MARTIN AIRCRAFT
COMPANY LIMITED
We have reviewed the condensed consolidated interim

by the Independent Auditor of the Entity ('NZ SRE 2410').

financial statements of Martin Aircraft Company Limited and

NZ SRE 2410 requires us to conclude whether anything has

its subsidiaries ('the Group') which comprise the statement of

come to our attention that causes us to believe that the

financial position as at 31 December 2016, and the statement

condensed consolidated interim financial statements, taken

of comprehensive income, statement of changes in equity

as a whole, are not prepared, in all material respects, in

and statement of cash flows for the period ended on that

accordance with NZ IAS 34 Interim Financial Reporting and

date, and other explanatory information in the notes to the

IAS 34 Interim Financial Reporting. As the auditor of Martin

condensed consolidated financial statements on pages 10

Aircraft Company Limited, NZ SRE 2410 requires that we

to 25.

comply with the ethical requirements relevant to the audit of
the annual financial statements.

This report is made solely to the company's shareholders,
as a body. Our review has been undertaken so that we might

A review of the condensed consolidated Interim financial

state to the company's shareholders those matters we are

statements in accordance with NZ SRE 2410 is a limited

required to state to them in a review report and for no other

assurance engagement. The auditor performs procedures,

purpose. To the fullest extent permitted by law, we do not

primarily consisting of making enquiries, primarily of persons

accept or assume responsibility to anyone other than the

responsible for financial and accounting matters, and

company's shareholders as a body, for our engagement, for

applying analytical and other review procedures.

this report, or for the opinions we have formed.
The procedures performed in a review are substantially less
Board of Directors' Responsibilities

than those performed in an audit conducted in accordance
with International Standards on Auditing {New Zealand).

The Board of Directors are responsible on behalf of the

Accordingly we do not express an audit opinion on those

company for the preparation and fair presentation of the

financial statements.

condensed consolidated interim financial statements, in
accordance with NZ IAS 34 Interim Financial Reporting and

Other than in our capacity as auditor, we have no relationship

IAS 34 Interim Financial Reporting and for such internal

with or interests in Martin Aircraft Company Limited or its

control as the Board of Directors determine is necessary

subsidiaries.

to enable the preparation and fair presentation of the
condensed consolidated interim financial statements that

Emphasis of Matter - Going Concern

are free from material misstatement, whether due to fraud
or error.

Without qualifying our conclusion, we draw attention to
Note 2 in the condensed consolidated interim financial
statements which notes that the Group is still in the start-up

Our Responsibilities

phase of its operations so does not yet have a certifiable

08

Our responsibility is to express a conclusion on the

commercial product. The condensed consolidated interim

condensed consolidated interim financial statements based

financial statements have been prepared on a going concern

on our review. We conducted our review in accordance with

basis which Is dependent on the Group producing the Series

NZ SRE 2410 Review of Financial Statements Performed

1 aircraft that can be used for capability demonstration,

MARTIN AIRCR AF T CO MPANY LIMITED
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on-going management of the cost base, raising sufficient
capital through the issuance of further share capital (if
required), and the ongoing financial support of the majority
shareholder from whom a conditional $10m funding has
been committed via a letter of support. These conditions,
along with other matters as set forth In Note 2, indicate the
existence of a material uncertainty that may cast significant
doubt on the Group's ability to continue as a
going concern.
Conclusion
Based on our review, nothing has come to our attention
that causes us to believe that the condensed consolidated
interim financial statements of the Group do not present
fairly, in all material respects, the financial position of the
Group as at 31 December 2016 and its financial performance
and cash flows for the period ended on that date in
accordance with NZ IAS 34 Interim Financial Reporting and
IAS 34 Interim Financial Reporting.

28 February 2017
Chartered Accountants
CHRISTCHURCH, NEW ZEALAND

MARTINJ E TPACK .CO M
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Condensed Consolidated Interim Financial
Statements

DECEMBER 2016

Condensed Consolidated Statement
of Comprehensive Income
For the half year ended 31 December 2016
Notes

Revenue
Expenses
Research and development expense
Impairment of intangibles
Other expenses
Total expenses

6 months to
31 Dec 2016
Unaudited
$

7
4

Operating loss
Net finance income
Share of losses from investment accounted for using
the equity method
Fair value gain/(loss) on derivative liabilites
Profit/(loss) before income tax
Income tax expense
Profit/(loss) after income tax

9

Other comprehensive income, net of income tax
Items that may be reclassified subsequently to profit or loss Exchange
differences on translating foreign operations

Total comprehensive profit/(loss) for the year
Profit/(loss) for the year attributed to
Owners of the Company
Non-controlling interests
Total comprehensive profit/(loss) attributed
to
Owners of the Company
Non-controlling interests
Earnings per share
Basic
Diluted

12
12

6 months to
31 Dec 2015
Unaudited
$

7,672

7,758

(40,428)
(153,351)
(4,849,107)
(5,042,886)

(13,551)
(4,615,503)
(4,629,054)

(5,035,214)

4,621,296

270,612

363,332

-

(120,810)

2,130,329
(2,634,273)
(2,634,273)

9,303,311
4,924,537
4,924,537

85,552

-

(2,548,721)

4,924,537

(2,629,450)
(4,823)
(2,634,273)

4,924,537
4,924,537

(2,543,898)
(4,823)
(2,548,721)

4,924,537
4,924,537

($0.01)
($0.01)

$0.02
$0.02

The above Condensed Consolidated Statement of Comprehensive Income is to be read in conjunction with the accompanying notes.
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Condensed Consolidated Statement
of Financial Position
As at 30 Dec 2016
Notes

ASSETS
Current assets
Cash and cash equivalents
Bank deposits
Receivables
Inventory
Intangible assets held for sale
Total current assets

5
7

Non current assets
Property, plant and equipment
Intangiable assets
Total non current assets

6
7

Total assets

31 Dec 2016
Unaudited
$

30 June 2016
Audited
$

17,005,071
1,325,056
507,461
1,250,144
20,087,732

12,608,236
17,022,468
1,188,485
430,978
31,250,167

2,711,942
15,921,020
18,632,962

1,828,657
9,748,245
11,576,902

38,720,694

42,827,069

3,541,853
2,420,744
5,962,597

3,009,687
4,551,073
7,560,760

5,962,597

7,560,760

32,758,097

35,266,309

138,619,345
(106,338,533)
500,394
(241,907)
218,798
32,758,097

138,619,345
(103,843,340)
594,142
(327,459)
223,621
35,266,309

LIABILITIES
Current liabilities
Trade and other payables
Fair value of derivative liabilities
Total current liabilities

9

Total liabilities
Net assets
EQUITY
Share Capital
Retained earnings
Share option reserve
Foreign currency translation reserve
Non-controlling interests
Total equity

10
11

Signed on behalf of the Board

J Mayson CNZM

H Bell

Date: 28 February 2017

The above Condensed Consolidated Statement of Financial Position is to be read in conjunction with the accompanying notes.
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Lapsed share options
Balance as at 31 December 2016 - Unaudited

138,619,345

-

134,257
(106,338,533)

-

(2,629,450)

-

(134,257)
500,394

40,509

-

594,142
-

121,699
500,655

(47,762)

-

-

426,718
-

$

Share
options
reserve

-

-

-

-

-

(241,907)

-

85,552

(327,459)
85,552

$

Foreign
currency
translation
reserve

The above Condensed Consolidated Statement of Changes in Equity is to be read in conjunction with the accompanying notes.
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(103,843,340)
(2,629,450)
-

(106,843,925)

-

-

138,619,345
-

39,304,595

47,762

10, 11
11

147,679

4,924,537

-

$
(111,768,462)
4,924,537

$
39,109,154
-

10, 11

Share option expense

Balance as at 1 July 2016 - Audited
Loss after income tax for the period
Other comprehensive profit for the period
Total comprehensive loss for six months to 31
December 2016

Balance as at 1 July 2015 - Audited
Profit after income tax for the period
Total comprehensive profit for six months to
31 December 2015
Issue of share capital from exercise of share
options
Increase in capital under share option
schemes
Share option expense
Balance as at 31 December 2015 - Unaudited

Notes

Retained
earnings

Share
capital

Attributed to owners of the Company

-

-

-

-

-

218,798

-

(4,823)

223,621
(4,823)
-

$

NonControlling
interest

Condensed Consolidated Statement of Changes in Equity
For the half year ended 31 Dec 2016

32,758,097

40,509

(2,548,721)

35,266,309
(2,634,273)
85,552

121,699
(67,038,675)

-

147,679

4,924,537

(72,232,590)
4,924,537

$

Total
Equity

Condensed Consolidated Statement
of Cash Flows
For the half year ended 31 Dec 2016
Notes

6 months to
31 Dec 2016
Unaudited
$

6 months to
31 Dec 2015
Unaudited
$

Cash flows from operating activities
Interest received

443,602

378,112

7,540

7,758

(35,350)

(105,973)

(6,929,707)

(4,154,941)

(6,513,915)

(3,875,044)

Purchase of property, plant and equipment

(1,083,357)

(1,034,066)

Purchase of intangibles

(5,122,776)

(3,921,654)

-

(2,390,305)

Transfer (to)/from bank deposits

17,022,468

1,959,678

Net cash outflow from investing activities

10,816,336

(5,386,347)

Issue of ordinary shares

-

147,678

Net cash inflow from financing activities

-

147,678

4,302,421

(9,113,713)

12,608,236

11,571,319

94,415

19,286

17,005,071

2,476,892

Other income
Tax received/(paid)
Payments to suppliers and employees
Net cash outflow from operating activities

13

Cash flows from investing activities

Purchase of equity investments

Cash flows from financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of period
Foreign exchange gain on cash
Cash and cash equivalents. end of period

The above Condensed Consolidated Statement of Cash Flows is to be read in conjunction with the accompanying notes.
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Notes to the Condensed Consolidated
Financial Statements for the half year ended
31 December 2016

DECEMBER 2016

1

General information

expect that the Company will have access to adequate
resources to continue operations for a 12-month period

Martin Aircraft Company Limited (the Company) has

from the date of signing of these accounts. For this reason,

developed an aviation prototype that is now being

the Directors consider the adoption of the going concern

developed further as a commercial product. The Company

assumption in preparing the interim financial statements for

is a limited liability company incorporated and domiciled

the six months ended 31 December 2016 to be appropriate.

in New Zealand. The address of its registered office is 39
Ballarat Way, Wigram, Christchurch.

We have reached this conclusion having regard to
circumstances that we consider likely to affect the Group

The condensed consolidated financial statements presented

during the period of at least one year from the signing

are for Martin Aircraft Company Limited and its subsidiaries

of these accounts, and to circumstances that we can

(together referred to as the Group). Details of its subsidiaries

reasonably foresee will occur after that date that could affect

and their principal activities are detailed in Note 8.

the validity of the going concern assumption.

These condensed consolidated interim financial statements

Key considerations are set out below:

have been approved for issue by the Board of Directors on
28 February 2017.

•

A review of the financial and operating cash flow
forecasts and key assumptions as prepared by

2

management covering the 12-month period from

Basis of preparation

February 2017 estimating that up to NZ$10.0 million
These general purpose condensed consolidated financial

additional funding is required in this period.

statements for the six months ended 31 December 2016
have been prepared in accordance with NZ GAAP. They
comply with NZ IAS 34 and IAS 34 Interim Financial

•

A review of key assumptions and key milestones
including but not limited to Series 1 Jetpack capability

Reporting.

demonstrations in New Zealand, China and potentially
other regions, establishing a base line design for a

These condensed consolidated interim financial

commercial product including certification costs and

statementsdo not include all the notes of the type normally

timing, and further proving the product and market

included in an annual financial report. Accordingly, this

including progressing an incremental certification

report should be read in conjunction with the audited

approach whereby potential sales can be made to First

consolidated financial statements of Martin Aircraft

Responders and Specialist customers where a reduced

Company Limited for the year ended 30 June 2016, which

airworthiness requirement may be acceptable.

were prepared in accordance with the New Zealand
equivalents to International Financial Reporting Standards
(NZ IFRS) and International Financial Reporting Standards

•

Continued strong support from our majority shareholder,
KuangChi Science Limited, as evidenced by the

(IFRS).

provision of a Letter of Financial Support committing
to underwrite the amount of NZ$10.0 million (subject

The Company is designated as a profit-oriented entity.

to shareholder and regulatory approvals, as required)
All significant accounting policies and methods of

to provide adequate funds to the Company to enable

computation have been applied on a basis consistent with

us to complete the milestones of the Jetpack in the 12

those used in the audited consolidated financial statements

months from the date of signing of the interim financial

of Martin Aircraft Company Limited for the year ended 30

statements for the six months ended 31 December

June 2016.

2016, providing there remains appropriate commercial
rationale for the funding with reference to the key
milestones above.

The condensed consolidated financial statements are
presented in New Zealand dollars.
Going Concern
The financial statements have been prepared using the
going concern assumption. The considered view of the

•

Confidence in our ability to complete the test programme
to enable Series 1 Jetpack capability demonstrations to
be undertaken, which will underpin our ability to raise
further share capital.

Directors - after making enquiries - is that we can reasonably
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Despite this, it must be noted that the Company remains in the start-up phase of its operations, is pre-revenue, and does not
yet have a certifiable commercial product. As such, the Directors must continue to note that material uncertainty does exist
and accordingly this has been disclosed in this report. The Directors would also note that the going concern assumption is
dependent on undertaking a test programme on the Series 1 Jetpack that can be used for capability demonstration, ongoing
management of the cost base, and raising sufficient cash through the issuance of further share capital. These dependencies
create a material uncertainty that may cast significant doubt on the Group’s ability to continue as a going concern.
Notwithstanding the material uncertainty, the Directors are confident that the Group remains a going concern and are
confident of being able to
•

continue to manage the cost base following 2016 restructuring;

•

complete the Series 1 test programme to enable capability demonstrations to be undertaken;

•

establish a base line design for a commercial product including certification cost and timing;

•

further prove the market and Series 1 Jetpack; and

•

raise further share capital and obtain the necessary regulatory and shareholder approvals.

If the Group were unable to continue in operational existence and pay debts as and when they become due and payable,
adjustments would have to be made to reflect the situation that assets may need to be realised and liabilities extinguished,
other than in the normal course of business and at amounts that could differ significantly from the amounts at which they
are currently recorded in the balance sheet. In particular, the carrying value of the intangible assets in Note 7 would likely be
impaired in this scenario.
3

Segment reporting

The Group has one operating segment, being the development and commercialisation of Jetpack products in New Zealand.
The financial statements reflect the activities of this operating segment. The activities in the Hong Kong subsidiary are not
significant.
4

Other expenses

Material other expenses from the condensed consolidated statement of comprehensive income comprise

Notes

Audit fees
14

Directors fees
Listing fees
Employee expense
Legal fees

6 months to
31 Dec 2015
Unaudited
$

25,000

15,380

108,401

153,652

65,186

89,078

2,262,875

2,010,016

20,392

83,630

Consultants

522,502

421,014

Marketing expenses

178,930

369,272

Freight and courier
Travel
Operating lease expense

42,521

121,455

249,432

279,576

234,000

209,879

6

221,698

147,716

Amortisation of intangibles

7

155,898

107,967

Share option expense

11

40,509

121,699

Depreciation

Other costs
Total other expenses
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721,763

485,169

4,849,107

4,615,503

5

Inventories

31 Dec 2016
Unaudited
$

30 June 2016
Audited
$

Inventory at cost

507,461

430,978

Total Inventory

507,461

430,978

6 Property, plant and equipment

Notes

Land and
Buildings

Motor
Vehicles

$

$

Property,
Plant &
Equipment
$

Total

$

-

57,436

953,307

1,010,743

Additions

336,745

113,488

951,848

1,402,081

Disposals

-

-

(7,620)

(7,620)

336,745

170,924

1,897,535

2,405,204

117,314

11,398

566,964

695,676

-

-

409,307

409,307

454,059

182,322

2,873,806

3,510,187

-

11,628

205,780

217,408

10,759

29,626

325,104

365,489

-

-

(6,350)

(6,350)

10,759

41,254

524,534

576,547

11,891

13,504

196,303

221,698

22,650

54,758

720,837

798,245

325,986

129,670

1,373,001

1,828,657

431,409

127,564

2,152,969

2,711,942

Cost at 1 July 2015

Cost at 30 June 2016

Additions
Transfer from development
assets

7

Cost at 31 Dec 2016

Accumulated depreciation at 1
July 2015
Depreciation
Disposals
Accumulated depreciation at
30 June 2016
Depreciation
Accumulated depreciation at
31 Dec 2016
Net book value 30 June 2016
- Audited
Net book value 31 Dec 2016
- Unaudited

Following the decommissioning of the Prototype P12 Jetpack, the unmanned Jetpack P14.1 construction was completed
and transferred to the Test Operations department as a test equipment in November 2016. Consequently, the value of the
componentry ($409,307) was recognised as a fixed asset item. The depreciation of this item started on 30 November 2016 on
a straight line basis with a useful life of two years.
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7

Intangible assets

Notes

Software

Development
Assets
$

$
Cost at 1 July 2015
Additions
Cost at 30 June 2016
Additions
Transfer to property, plant &
equipment
Cost at 31 December 2016

6

Accumulated amortisation at
1 July 2015
Amortisation
Impairment
Accumulated amortisation at
30 June 2016
Amortisation
Impairment
Accumulated amortisation
and impairment at 31 December 2016
Net book value 30 June 2016 Audited
Net book value 31 December
2016 - Unaudited

Patents

Total

$

$

388,149
494,884
883,033

2,864,676
8,408,414
11,273,090

524,850
125,527
650,377

3,777,675
9,028,825
12,806,500

17,975

8,096,800

26,700

8,141,475

-

(409,307)

-

(409,307)

901,008

18,960,583

677,077

20,538,668

140,461

-

28,376

168,837

266,337
-

2,597,979

25,102

291,439
2,597,979

406,798

2,597,979

53,478

3,058,255

142,461
-

142,896

13,437
10,455

155,898
153,351

549,259

2,740,875

77,370

3,367,504

476,235

8,675,111

596,899

9,748,245

351,749

16,219,708

599,707

17,171,164

31 Dec 2016
Unaudited
$

30 June 2016
Audited
$

Current Intangible Assets held for sale
Non Current Intangible Assets

1,250,144
15,921,020

9,748,245

Total Intangible Assets

17,171,164

9,748,245

Included in development asset cost capitalised during the period is $2,071,720 of salary costs, including salaries of Test
Operations (30 June 2016: $2,528,141).
Development assets have been reviewed to ensure the recognition criteria of NZ IAS 38 continues to be met. In particular,
key judgements around the ability of the Group to demonstrate the technical feasibility of completing the asset and having
the adequate financial resources to complete the development have been assessed as being met. A letter of support from
the major shareholder KCS has assisted the Directors in making this assessment (refer to Note 2).
As a result of the assessment, the Directors derecognised and impaired $10,455 of Patents and $142,896 of development
assets held for sale to their net realisable value in the period. In the previous 12-month period to 30 June 2016 $2.6 million
of development assets were derecognised and impaired. This is because the required accounting tests to capitalise certain
components of the development cost had not been met as these items had been superseded by new technology and would
not be carried forward from the P12 prototype to the future series of aircraft to be sold to customers. Therefore there was
not an ongoing benefit from these costs. As at 31 December 2016 the Directors have assessed that no further impairment is
required to be recognised in the period.
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8 Investment in subsidiary
On 29 February 2016, the Company’s equity interest in KuangChi Martin Jetpack Limited increased from 49% to 95%, obtaining
control of KuangChi Martin Jetpack Limited, therefore it is now a subsidiary entity. The equity interest increased with the
exercise of the company option (refer Note 9). The consideration transferred with the exercise of the company option was the
fair value of the net assets in KuangChi Martin Jetpack Limited at the date of acquisition. KCS has an option in place to obtain
8,925,000 shares in Martin Aircraft Company Limited in exchange for the remaining 5% KCS holds in KuangChi Martin Jetpack
Limited. This option is valued in Note 9.
US Company
Martin Jetpack, USA Inc was incorporated in 2008 under US corporate law. This company has not traded. This is a wholly
owned subsidiary.
9

Derivative financial liabilities

The table below shows a reconciliation of fair value movements in Level 3 financial instruments.

Opening fair value
Fair value (gain)/loss through profit or
loss
Fair value transferred to share capital on
the exercise of the share swap option
Fair value transferred to share capital on
the conversion of convertible note
Closing fair value

31 Dec 2016
Unaudited
$

30 June 2016
Audited
$

4,551,073

98,041,511

(2,130,329)

(21,258,159)

-

(54,988,277)

-

(17,244,002)

2,420,744

4,551,073

On 29 February 2016 the convertible note held by KCS was exercised and fully satisfied with the issue of fully paid ordinary
shares in the Company. With exercise of the convertible note the derivative financial liability associated with the convertible
note ceased.
Derivative liabilities are measured at fair value at the end of each reporting period. The fair value of the derivative financial
instrument was valued by Grant Sherman Appraisal Limited for the 30 June 2016 and 31 December 2016 periods.

Significant unobservable inputs
Financial instrument

Share swap option

Valuation techniques and key inputs
used in determining fair value

An option pricing model is
adopted and the key inputs are
swap assets price, correlation
co-efficient and the volatilities
of the swap assets in which
the perpetual growth rate and
discount rate are key inputs
for the swap assets price

31 Dec 2016
Unaudited

30 June 2016
Audited

Volatility: 37.94%
Discount rate: 22.5%
Value of underlying
subsidiary assets

Volatility: 53.86%
Discount rate:
22.5%
Value of underlying
subsidiary assets

In terms of the financial liability above, slight increases (decreases) in volatility and movement in the listed share price would
result in significant increases (decreases) in the fair value of the of the derivatives liabilities.
The value of the subsidiary asset has only been recognised to the extent it is supported by net assets of the subsidiary to be
swapped – being the carrying value of the cash asset as the entity is non-trading.
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This profit or fair value gain arises primarily due to the Company’s share price changing from A$0.51 at 30 June 2016 to
A$0.285 at 31 December 2016..
10 Share Capital

Notes

31 Dec 2016
Unaudited

30 June 2016
Audited

Ordinary Shares
Value $
Opening share capital

138,619,345

39,109,154

Issue of share capital from exercise of share options

-

220,001

Increase in capital under share option schemes

-

77,955

-

17,244,002

-

24,783,333

-

54,988,277

-

2,192,945

Cost of capital raising

-

3,678

Closing share capital

138,619,345

138,619,345

396,864,506

245,294,108

Ordinary shares issued from exercise of share options

-

916,670

Ordinary shares issued from exercise of convertible bond

-

61,208,728

Ordinary shares issued in exchnage for interest in KuangChi Martin Jetpack Limited

-

89,445,000

396,864,506

396,864,506

Value

$138,619,345

$138,619,345

Number

396,864,506

396,864,506

Shares issued:

Fair value transfer from exercise of convertible bond for
ordinary shares

9

Ordinary shares issued from exercise of convertible bond
Fair value transfer from exercise of the share swap option
for ordinary shares
Ordinary shares issued in exchange for interest in KuangChi Martin Jetpack Limited

9

Number
Opening number of shares on issue
Shares issued:

Total number of shares on issue
Total share capital

The increase in capital under the share option scheme represents the value determined under the Black Scholes valuation
method where options have been exercised during the period.
Ordinary Shares
All ordinary shares rank equally with one vote attached to each fully paid ordinary share. Ordinary shares do not have a par
value. During the period no options were exercised.
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11 Company share options
In 2008 the Board approved a Company Option Scheme to issue options to selected staff, key partners and Directors. At 31
December 2016 there are 3,150,000 options remaining to be exercised under this scheme (30 June 2016: 3,150,000).
In September 2014 the Board approved a new Company Option Scheme to issue options to selected executives and
Directors. At 31 December 2016 there are 3,040,000 options remaining to be exercised under this scheme (30 June 2016:
4,640,000).
During the period to December 2016 there were no options issued and 1,600,000 options were cancelled for no
consideration following the departure of certain senior executives.
As at 31 December 2016 the Company has a total of 1,600,000 options remaining to be exercised at various exercise prices.
12 Earnings per share
Basic earnings per share is calculated by dividing the profit attributable to equity holders of the Company by the weighted
average number of ordinary shares in issue during the period. Diluted earnings per share is calculated by adjusting the
weighted average number of shares outstanding to assume conversion of all dilutive potential ordinary shares. The Group’s
dilutive potential ordinary shares are in the form of share options, warrants and convertible preference shares.

6 months to
31 Dec 2016
Unaudited
$

6 months
31 Dec 2015
Unaudited
$

Profit/(loss) after income tax attributable to shareholders

(2,629,450)

4,924,537

Ordinary number of shares

396,864,506

245,894,108

Weighted average number of shares on
issue

396,864,506

245,861,499

Basic earnings/(loss) per share

(0.01)

0.02

Diluted earnings/(loss) per share

(0.01)

0.02
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13 Reconciliation of reported loss after taxation with cash flows from operating activities

6 months to
31 Dec 2016
Unaudited
$

6 months to
31 Dec30 2015
Unaudited
$

(2,634,273)

4,924,537

Depreciation

221,698

147,716

Amortisation of intangibles

155,898

107,967

Share option expense

40,509

121,699

Foreign exchange gain on monetary assets

(3,964)

(92,141)

-

120,810

153,351

-

(2,130,329)

(9,303,311)

532,166

137,804

Decrease/(increase) in trade and other receivables

(136,571)

(40,125)

Decrease/(increase) in inventory

(76,483)

-

Less items classified as investing and financing activities

(2,635,917)

-

Net cash flow from operating activities

(6,513,915)

(3,875,044)

Profit/(loss) after income tax

Non cash items

Share of losses from investment accounted for using the equity
method
Impairment of intangibles
Fair value gain on derivative liabilities
Changes in
Increase/(decrease) in trade and other payables
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14 Related party transactions
Key management and Director transactions
Key management and Director compensation are set out below. The key management personnel include the Chief Executive
Officer and those employees who report directly to the CEO.

6 months to
31 Dec 2016
Unaudited
$

6 months
31 Dec 2015
Unaudited
$

Salaries and other short-term benefits
paid

824,645

596,431

Directors' fees paid

108,401

153,652

8,760

48,056

941,806

798,139

Share based payments

The value of outstanding balances payable to key management and Directors at balance date total $23,818 for Director fees
payable to Dennis Chapman and Steve Bayliss, and $24,840 payable to James West for salaries.
KuangChi Science Limited
Refer to Note 8 for details of the option that remains in place between KCS and Martin Aircraft Company Limited in
connection with the Company's 95% subsidiary, KuangChi Martin Jetpack Limited.
Letter of Financial Support
Refer to Note 2 for details of the Letter of Financial Support provided from KCS.
15 Commitments and contingencies
The following details commitments and contingencies associated with the Company.
(a) Capital commitments
There were no capital commitments (30 June 2016: Nil).
(b) Contingent liabilities
The Directors are unaware of the existence of any claim or other contingencies that would have a material impact on the
Company (30 June 2016: Nil).
16 Subsequent events
Sale of Series 1 Jetpack
The Company has entered into an agreement with Shenzhen KuangChi Dream Technology Company Limited (Shenzhen
Dream Technology), a subsidiary of KCS, for the supply of four Series 1 Jetpacks and one pilot training simulator.
The sale follows the successful Shenzhen flight demonstration in December 2015 and demonstrates the strong desire to see
commercialisation of the Jetpack product in China.
Release of IPO Shares from Escrow
On 24 February 2017, 67,705,694 ordinary shares and 4,800,000 unlisted options exercisable into ordinary shares were
released from ASX compulsory trading restriction. Following the release of the shares from escrow all Martin Aircraft shares
on issue are quoted on the ASX.
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Martin Aircraft Company
A company registered in
New Zealand with company
number 901393
(ARBN 601 582 638)

