
CFOAM Limited
Appendix 4D
Half-year report

1. Company details 

Name of entity: CFOAM Limited 
ABN: 46 611 576 777 
Reporting period: For the half-year ended 31 December 2019 

2. Results for announcement to the market 

31 Dec 2019
US$

31 Dec 2018
US$

Movement
US$

Revenues from ordinary activities 448,034 619,090 171,056

Loss after income tax expense for the half-year  (2,089,165) (2,119,441) 30,276

Loss for the half-year attributable to the Owners of CFOAM 
Limited (2,035,158) (2,119,441) 84,283

Dividends 
There were no dividends declared or paid in the period. 

3. Net tangible assets 

31 Dec 
2019 31 Dec 2018

Net tangible assets per ordinary security 0.8 cents * 1.0 cents

* 31 December 2019 amount includes right of use assets. 

4. Control or Loss gained over entities 

The Group did not gain control or lose control over any entities in the period.  The Group undertook an internal restructure 
and interposed CFOAM Corp.  CONSOL Energy Inc acquired a 25% interest in CFOAM Corp.  

5. Joint ventures 

The Group is not involved in any joint ventures. 
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6. Audit qualification or review 

Details of audit/review dispute or qualification (if any): 

The financial statements were subject to a review by the auditors and the review report is attached as part of the Interim 
Report. 

7. Attachments 

Details of attachments (if any): 

The Interim Report of CFOAM Limited for the half-year ended 31 December 2019 is attached. 

8. Signed 

Gary Steinepreis Date: 28 February 2020 
Director 
Perth 
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CFOAM Limited

ABN 46 611 576 777 

Interim Report - 31 December 2019
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CFOAM Limited
Directors' report
31 December 2019

The directors present their report, together with the financial statements, on the consolidated entity (referred to hereafter as 
the 'consolidated entity') consisting of CFOAM Limited (referred to hereafter as the 'company' or 'parent entity') and the 
entities it controlled at the end of, or during, the half-year ended 31 December 2019. 

Directors 
The following persons were directors of CFOAM Limited during the whole of the financial half-year and up to the date of this 
report, unless otherwise stated: 

Gary Steinepreis 
Todd Hoare 
Flemming B. Bjoernslev 
Brian Joseph – resigned 16 December 2019 

Principal activities 
The principal activity of the Group is the commercialisation of the CFOAM business.  CFOAM® products are an inorganic 
carbon material that is manufactured from coal, pitch or lignin feedstock. CFOAM® products manufactured in this process 
have a rigid foam structure, similar in appearance to pumice stone, but with entirely different properties. CFOAM® products 
are currently used across a wide variety of markets including composite tooling for the aerospace sector, energy absorbing 
applications and defence applications. Additional markets such as automotive applications for energy absorption and fire 
resistance are also expected to become significant to the Company over time. 

CFOAM® products were developed to meet the growing demand for ultra-high-end performance engineering materials in 
the industrial, aerospace, military and commercial product markets. 

Review of operations 
During the period, the Company restructured the ownership of its operations in the USA with the introduction of a strategic 
investor, CONSOL Energy Inc., who acquired a 25% interest in CFOAM Corp. 

The loss for the consolidated entity after providing for income tax amounted to US$2,089,165 (2018: loss US$2,119,441). 

Events after the reporting period 
Subsequent to the end of the reporting period the Company: 

1. Agreed for the Convertible Noteholders (face value US$2,164,000) to convert all outstanding convertible notes  and 
interest including an early repayment offer into ordinary shares.  A total of 34,535,880 shares were issued to non-
related parties and the conversion of US$350,000 and issue of 6,704,721 shares is subject to shareholder approval 
due to the issue being to Oakhurst Enterprises Pty Ltd, a related party of Gary Steinepreis; 

2. Proposed for a total of A$436,500 of director and management fees due and payable up to 30 June 2019 be 
converted to 4,157,142 shares at an issue price of A$0.105 be approved at a general meeting of shareholders 
proposed for April 2020.   

Other than as detailed above, no other matter or circumstance has arisen since 31 December 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 financial years. 

Significant changes in the state of affairs
There were no other significant changes in the state of affairs of the consolidated entity during the financial half-year. 

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. 

This report is made in accordance with a resolution of directors, pursuant to section 306(3)(a) of the Corporations Act 2001. 

On behalf of the directors 

Gary Steinepreis 
Director                      
Perth, 28 February 2020 
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BDO Audit (WA) Pty Ltd ABN 79 112 284 787 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 (WA) 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.

Tel: +61 8 6382 4600
Fax: +61 8 6382 4601
www.bdo.com.au

38 Station Street
Subiaco, WA 6008
PO Box 700 West Perth WA 6872
Australia

DECLARATION OF INDEPENDENCE BY DEAN JUST TO THE DIRECTORS OF CFOAM LIMITED

As lead auditor for the review of CFOAM Limited for the half-year ended 31 December 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 CFOAM Limited and the entities it controlled during the period.

Dean Just

Director

BDO Audit (WA) Pty Ltd

Perth, 28 February 2020
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CFOAM Limited
Contents
31 December 2019

Contents 

Consolidated Statement of profit or loss and other comprehensive income 
Consolidated Statement of financial position
Consolidated Statement of changes in equity
Consolidated Statement of cash flows
Notes to the financial statements
Directors' declaration
Independent auditor's review report to the members of CFOAM Limited

General information 

The financial statements cover CFOAM Limited as a consolidated entity consisting of CFOAM Limited and the entity it 
controlled at the end of, or during, the half-year. The financial statements are presented in United States dollars, which is 
CFOAM Limited's presentation currency. 

CFOAM 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 Principal place of business

Level 1 1142 Middle Creek Road 
33 Ord Street Triadelphia WV 26059 
West Perth  WA  6005 USA 

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 28 February 2020. 
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CFOAM Limited
Consolidated Statement of profit or loss and other comprehensive income
For the half-year ended 31 December 2019

Consolidated
31 Dec 2019 31 Dec 2018

Note US$ US$

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

Revenue
Revenue from operations 448,034 619,090 
Other income 14,540 1,122 

462,574 620,212

Expenses
Raw materials and consumables used (307,258) (685,357) (315,770)
Inventory write off (56,237) -
Legal fees (33,484) (9,191)
Accounting and audit fees (15,275) (11,019)
Australian securities exchange fees (30,709) (35,504)
Travel and associated costs (16,380) (15,794)
Other expenses  (457,051) (357,721)
Foreign exchange loss (156,411) -
Professional services (182,617) (189,339)
Repairs and maintenance (73,485) -
Employee salaries, consulting and benefits expense (381,068) (929,930)
Share based payments expense 10 (161,957) (42,414)
Depreciation and amortisation expense (494,994) (362,096)
Finance costs (184,813) (101,288)

(2,551,739) (2,739,653)

Loss before income tax expense from operations (2,089,165) (2,119,441)
Income tax expense - -

Loss after income tax expense for the half-year (2,089,165) (2,119,441)

Other comprehensive income (loss)

Items that may be reclassified subsequently to profit or loss
Exchange differences on translation of foreign operations 176,290 (33,762)

Total comprehensive income (loss) for the half-year (1,912,875) (2,153,203)

Total loss for the half-year is attributable to:

Owners of CFOAM Limited (2,035,158) (2,119,441)
Non-controlling interests (54,007) -

(2,089,165) (2,119,441)

Loss per share for loss attributable to the owners of CFOAM Limited
Basic loss per share ($0.02) ($0.02)
Diluted loss per share ($0.02) ($0.02)
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CFOAM Limited
Consolidated Statement of financial position
As at 31 December 2019

Consolidated
Note 31 Dec 2019 30 Jun 2019

US$ U$$

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

Assets
Current assets
Cash and cash equivalents 1,400,694 240,775
Trade and other receivables 95,242 259,024
Inventories 1,080,125 1,031,707
Total current assets 2,576,061 1,531,506

Non-current assets
Property, plant and equipment 4 5,562,074 5,888,029
Right of use assets 75,380 -
Intangibles 5 4,158,483 4,282,913
Total non-current assets 9,795,937 10,170,942

Total assets 12,371,998 11,702,448

Liabilities
Current liabilities
Trade and other payables 675,748 993,102
Lease liabilities 27,429 -
Contract liability – deferred revenue - 169,953
Borrowings 6 318,807 1,337,805
Total current liabilities 1,021,985 2,500,860

Non-current liabilities
Lease liabilities 48,681 -
Borrowings 7 6,027,224 7,270,580
Total non-current liabilities 6,075,905 7,270,580

Total liabilities 7,097,890 9,771,440

Net assets 5,274,108 1,931,008

Equity
Issued capital 8 14,844,673 13,229,322
Non-controlling interests 11 2,095,952 -
Reserves 9 1,739,392 72,437
Accumulated losses (13,405,909) (11,370,751)

Total equity 5,274,108 1,931,008
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CFOAM Limited
Consolidated Statement of changes in equity
For the half-year ended 31 December 2019

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

Issued Accumulated Total
Non-

controlling Total
capital Reserves losses interests equity

Consolidated US$ US$ US$ US$ US$ US$

Balance at 1 July 2019 13,229,322 72,437 (11,370,751) 1,931,008 - 1,931,008

Loss after income tax 
expense for the half-year - - (2,035,158) (2,035,158) (54,007) (2,089,165)
Other comprehensive income 
for the half-year, net of tax - 176,290 - 176,290 - 176,290

Total comprehensive income 
for the half-year - 176,290 (2,035,158) (1,858,868) (54,007) (1,912,875)

Transactions with owners in 
their capacity as owners:
Contributions of equity 1,696,184 - - 1,696,184 1,696,184
Costs of contributions of 
equity (80,833) - - (80,833) - (80,833)
Transactions with Non-
controlling interest - 1,350,041 - 1,350,041 2,149,959 3,500,000
Share-based payments  - 140,624 - 140,624 - 140,624

Balance at 31 December 
2019 14,844,673 1,739,392 (13,405,909) 3,178,156 2,095,952 5,274,108

Issued Accumulated Total
capital Reserves losses equity

Consolidated US$ US$ US$ US$

Balance at 1 July 2018 13,078,310 13,959 (5,438,366) 7,653,903

Loss after income tax expense for the half-year - - (2,119,441) (2,119,441)
Other comprehensive income for the half-year, 
net of tax - (33,762) - (33,762)

Total comprehensive income for the half-year - (33,762) (2,119,441) (2,153,203)

Transactions with owners in their capacity as 
owners:
Contributions of equity 62,110 - - 62,110
Costs of contributions of equity - - - -
Share-based payments  - 36,324 - 36,324

Balance at 31 December 2018 13,140,420 16,521 (7,557,807) 5,599,134
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CFOAM Limited
Consolidated Statement of cash flows
For the half-year ended 31 December 2019

Consolidated
31 Dec 2019 31 Dec 2018

US$ US$

The above consolidated statement of cash flows should be read in conjunction with the accompanying notes 

Cash flows from operating activities
Receipts from customers (inclusive of sales and other taxes) 284,811 619,090
Payments to suppliers and employees (inclusive of sales and other taxes) (1,747,729) (2,407,106)
Interest received 99 1,092
Interest and other finance costs paid (184,813) (96,791)

Net cash used in operating activities (1,647,632) (1,883,715)

Cash flows from investing activities
Payments for property, plant and equipment (29,718) (1,008,970)

Net cash used in investing activities (29,718) (1,008,970)

Cash flows from financing activities
Proceeds from the issue of shares 1,596,184 -
Costs of the offer (80,832)                     -
Proceeds from CONSOL investment  3,500,000                     -
Proceeds from converting loan 139,924 -
Proceeds from borrowings 1,100,000 272,541
Repayment of borrowings (168,008) (74,422)
Repayment of convertible note (3,250,000) -
Proceeds from convertible note issue - 1,650,000

Net cash provided by financing activities 2,837,268 1,848,119

Net increase / (decrease) in cash and cash equivalents 1,159,918  (1,044,566)
Cash and cash equivalents at the beginning of the financial half-year 240,775 1,879,092
Effects of exchange rate changes on cash and cash equivalents - -

Cash and cash equivalents at the end of the financial half-year 1,400,694 834,526
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CFOAM Limited
Notes to the financial statements
31 December 2019

Note 1. Significant accounting policies 

Basis for Preparation 

This condensed consolidated interim financial report for the half-year reporting period ended 31 December 2019 has been 
prepared in accordance with Accounting Standard AASB 134 Interim Financial Reporting and the Corporations Act 2001. 

The interim report does not include all the notes of the type normally included in an annual financial report. Accordingly, this 
report is to be read in conjunction with the annual report for the year ended 30 June 2019 and any public announcements 
made by CFOAM Limited during the interim reporting period in accordance with the continuous disclosure requirements of 
the Corporations Act 2001. 

The accounting policies adopted are consistent with those of the previous financial year and corresponding interim reporting 
period, except for the adoption of new and amended standards as set out below. 

(a) New and amended standards adopted by CFOAM Limited 
A number of new or amended standards became applicable for the current reporting period and CFOAM Limited had to 
change its accounting policies as a result of adopting the following standards:  
 AASB 16 Leases 

The assessment of the impact of AASB 16 standard resulted in the below adjustments.  Refer to revised accounting policies 
in the Change in Accounting Policy Note below. 

(b) Impact of AASB 16 Leases - Adoption of new and revised accounting standards 

This note explains the impact of the adoption of AASB 16 Leases on the group’s financial statements and discloses the new 
accounting policies that have been applied from 1 July 2019. The group has adopted AASB 16 from 1 July 2019 but has not 
restated comparatives for the 2018 reporting period, as permitted under the specific transitional provisions in the standard. 
The reclassifications and the adjustments arising from the new leasing rules are therefore recognised in the opening balance 
sheet on 1 July 2019. 

(i) Adjustments recognised on adoption of AASB 16 

On adoption of AASB 16, the group recognised lease liabilities in relation to leases which had previously been classified as 
‘operating leases’ under the principles of AASB 117 Leases. These liabilities were measured at the present value of the 
remaining lease payments, discounted using the lessee’s incremental borrowing rate as of 1 July 2019. The incremental 
borrowing rate applied to the lease liabilities was 5%. 

1-Jul-19
$

Operating lease commitments disclosed as at 30 June 2019 98,400
Discounted using the lessee’s incremental borrowing rate of at the date of initial 
application (10,098)

Add: New leases entered into during the period -

Lease liability recognised as at 1 July 2019 88,302

of which are:

Current lease liabilities 27,429

Non-current lease liabilities 60,873

88,302

The associated right-of-use assets for property leases were measured at the amount equal to the lease liability, adjusted 
by the amount of any prepaid or accrued lease payments relating to that lease recognised in the balance sheet as at 1 July 
2019. There were no onerous lease contracts that would have required an adjustment to the right-of-use assets at the date 
of initial application.  
The recognised right-of-use assets relate to the following types of assets: 

31-Dec-19 1-Jul-19
$ $

Properties 75,380 88,302

Total right-of-use assets 75,380 88,302
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CFOAM Limited
Notes to the financial statements
31 December 2019

The change in accounting policy affected the following items in the balance sheet on 1 July 2019: 

 Right-of-use assets – increase by $88,302 
 Current lease liabilities – increase by $27,429 
 Non-current lease liabilities – increase by $60,873 

(ii) Practical expedients applied 

In applying AASB 16 for the first time, the group has used the following practical expedients permitted by the standard: 

 the accounting for operating leases with a remaining lease term of less than 12 months as at 1 July 2019 as 
short-term leases; 

 the exclusion of initial direct costs for the measurement of the right-of-use asset at the date of initial 
application; and 

 the use of hindsight in determining the lease term where the contract contains options to extend or terminate 
the lease. 

(iii) The group’s leasing activities and how these are accounted for

The Group leases one office/warehouse location with a fixed period of 5 years but may have extension options as described 
in (iv) below. Lease terms are negotiated on an individual basis and contain a wide range of different terms and conditions. 
The lease agreements do not impose any covenants, but leased assets may not be used as security for borrowing purposes. 

Until the 2019 financial year, leases of property, plant and equipment were classified as either finance or operating leases. 
Payments made under operating leases (net of any incentives received from the lessor) were charged to profit or loss on a 
straight-line basis over the period of the lease.  

From 1 July 2019, leases are recognised as a right-of-use asset and a corresponding liability at the date at which the leased 
asset is available for use by the group. Each lease payment is allocated between the liability and finance cost. The finance 
cost is charged to profit or loss over the lease period so as to produce a constant periodic rate of interest on the remaining 
balance of the liability for each period. The right-of-use asset is depreciated over the shorter of the asset's useful life and the 
lease term on a straight-line basis. 

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease liabilities include the net 
present value of the following lease payments: 

 fixed payments (including in-substance fixed payments), less any lease incentives receivable; 
 variable lease payment that are based on an index or a rate; 
 amounts expected to be payable by the lessee under residual value guarantees; 
 the exercise price of a purchase option if the lessee is reasonably certain to exercise that option; and 
 payments of penalties for terminating the lease, if the lease term reflects the lessee exercising that option. 

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be determined, the lessee’s 
incremental borrowing rate is used, being the rate that the lessee would have to pay to borrow the funds necessary to obtain 
an asset of similar value in a similar economic environment with similar terms and conditions. 

Right-of-use assets are measured at cost comprising the following: 

 the amount of the initial measurement of lease liability; 
 any lease payments made at or before the commencement date less any lease incentives received; 
 any initial direct costs; and 
 restoration costs. 

Payments associated with short-term leases and leases of low-value assets are recognised on a straight-line basis as an 
expense in profit or loss. Short-term leases are leases with a lease term of 12 months or less. Low-value assets comprise IT 
equipment and small items of office furniture. 
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CFOAM Limited
Notes to the financial statements
31 December 2019

(iv) Extension and termination options 

Extension and termination options are included in a number of property and equipment leases across the group. These terms 
are used to maximise operational flexibility in terms of managing contracts. The majority of extension and termination options 
held are exercisable only by the group and not by the respective lessor. No lease payments made during the half-year were 
optional. 

(v) Critical judgements in determining the lease term

In determining the lease term, management considers all facts and circumstances that create an economic incentive to 
exercise an extension option, or not exercise a termination option. Extension options (or periods after termination options) 
are only included in the lease term if the lease is reasonably certain to be extended (or not terminated).  

The assessment is reviewed if a significant event or a significant change in circumstances occurs which affects this 
assessment and that is within the control of the lessee.  

Non-controlling interests 
Non-controlling interests in the results and equity of subsidiaries are shown separately in the consolidated statement of profit 
or loss, statement of comprehensive income, statement of changes in equity and balance sheet respectively. 

Changes in ownership interests 
The Group treats transactions with non-controlling interests that do not result in a loss of control as transactions with equity 
owners of the Group.  A change in ownership interest results in an adjustment between the carrying amounts of the controlling 
and non-controlling interests to reflect their relative interests in the subsidiary.  Any difference between the amount of the 
adjustment to on-controlling interests and any consideration paid or received is recognised in a separate reserve within equity 
attributable to owners of CFOAM Limited.   

Significant accounting judgements and 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 expense. Actual 
results may differ from these estimates. 

Share based payments 
The group measures the cost of equity settled transactions with employees by reference to the fair value of equity instruments 
at the date at which they are granted. The fair value is determined by using an appropriate valuation model taking into account 
the terms and conditions upon which the instruments were granted. A probability of the achievement of performance 
conditions is assigned and the share based payment expense is recognised over the estimated vesting period. The 
accounting estimates and assumptions relating to equity-settled share based payments may impact profit or loss and equity. 

Intangibles 
The development asset being the CFOAM product was acquired as part of the asset acquisition (note 5). The intangible is 
subsequently amortised on a straight line basis over its estimated useful life. The group estimates the useful life of the asset 
to be 15 years. The actual useful life may be shorter or longer than 15 years, depending on the technical innovations and 
competitor actions.  

Impairment of Assets 

At each reporting date, the Group reviews the carrying values of its tangible and intangible assets to determine whether there 
is any indication that those assets have been impaired. If such an indication exists, the recoverable amount of the asset 
being the higher of the asset’s fair value less costs to sell and value in use, is compared to the asset’s carrying value.  
Any excess of the asset’s carrying value over its recoverable amount is expensed to the Statement of Profit and Loss and 
Other Comprehensive Income. Impairment testing is performed annually for goodwill and intangible assets with indefinite 
lives. Where it is not possible to estimate the recoverable amount of an individual asset, the Company estimates the 
recoverable amount of the cash generating unit to which the asset belongs. 

Inventory 
The Group has allowed for an inventory reserve which represents an estimate of re-work costs to existing work-in-progress 
billet units and a general write-down.  A percentage of completion method was used to value Work in Progress inventory. As 
in the past, a total cost per unit is calculated. This cost is then applied to the inventory on a percentage of completion basis. 
Depending on the manufacturing state that the material is in, its supplied a percentage of completion. The calculated cost is 
then applied to the inventory using its percentage of completion, thus properly valuing the inventory as it progresses through 
the manufacturing process. 
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CFOAM Limited
Notes to the financial statements
31 December 2019

Note 2: Going concern 

For the half year ended 31 December 2019 the Group recorded a loss from continuing operations after income tax of 
US$2,089,165 (2018: loss US$2,119,441), had net cash outflows from operating activities of US$1,647,633 (2018: 
US$1,883,715) and had a working capital surplus of US$1,554,076 (2018: US$3,297,487 deficiency). 

The ability of the entity to continue as a going concern is dependent on securing additional funding through raising of debt or 
equity to continue to fund the development activities and expansion of the CFOAM products business. 

These conditions indicate a material uncertainty that may cast a significant doubt about the entity’s ability to continue as a 
going concern and, therefore, that it may be unable to realise its assets and discharge its liabilities in the normal course of 
business. 

The directors have reviewed the Group’s financial position and are of the opinion that there are sufficient funds to meet the 
entity’s working capital requirements and as at the date of this report. 

The financial statements have been prepared on the basis that the entity is a going concern, which contemplates the continuity 
of normal business activity, realisation of assets and settlement of liabilities in the normal course of business for the following

reasons:
 The Group currently has sufficient cash resources to fund its requirements currently and has proposed debt to equity 

conversions. Refer to Note 13 Events subsequent to balance date; 

 The directors expect the Group to be successful in securing additional funds through debt or equity issues, when and 
if required.  

 The Company has concluded an investment with CONSOL Energy Inc. (CONSOL) whereby CONSOL invested 
US$3.5 million for a 25% direct-equity interest in CFOAM Corp. CFOAM Corp was incorporated as part of the 
restructure of the CFOAM Group to allow for a direct investment by USA-domiciled strategic investors. CONSOL has 

provided a term loan of US$1.1 million to directly support the operations of CFOAM LLC.   

Should the entity not be able to continue as a going concern, it may be required to realise its assets and discharge its liabilities 
other than in the ordinary course of business, and at amounts that differ from those stated in the financial statements and that 
the financial report does not include any adjustments relating to the recoverability and classification of recorded asset amounts 
or liabilities that might be necessary should the entity not continue as a going concern. 

Note 3. Operating segments 

Identification of reportable operating segments  
The Group is organised into one operating segment, being the operation of production of CFOAM. This is 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.  

As a result, the operating segment information is as disclosed in the statements and notes to the financial statements 
throughout the report. 

Geographical information 
All sales and non-current assets are based in the USA. 

Revenue Recognition: 
Disaggregation of Revenue. 
All revenue recognised during the period was recognised at a point in time for the sale of products. All revenue recorded 
related to sales in USA. 
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CFOAM Limited
Notes to the financial statements
31 December 2019

Note 4. Non-current assets - property, plant and equipment 

Consolidated

31 Dec 2019 30 Jun 2019
US$ US$

Assets in course of construction 192,059 451,471

Plant and equipment - at cost 6,515,078 6,275,948
Less: Accumulated depreciation (1,218,182) (933,084)

5,296,896 5,342,864

Manufacturing use assets - at cost 205,751 205,751
Less: Accumulated depreciation (132,632) (112,057)

73,119 93,694

Total property, plant and equipment - at cost 6,912,888 6,933,170
Less: Accumulated depreciation (1,350,814) (1,045,141)

5,562,074 5,888,029

Reconciliations 
Reconciliations of the written down values at the beginning and end of the current financial year are set 
out below:

Assets in 
course of Plant and Manufacturing Total

construction equipment use
Consolidated US$ US$ US$ US$

Balance at 1 July 2019 451,471 5,342,864 93,694 5,888,029
Additions/transfers - 239,130 - 239,130
Disposals/transfers (259,412) - - (259,412)
Depreciation expense (285,098) (20,575) (305,673)

Balance at 31 December 2019 192,059 5,296,896 73,119 5,562,074
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CFOAM Limited
Notes to the financial statements
31 December 2019

Note 5. Non-current assets – intangibles

Consolidated

31 Dec 2019 30 Jun 2019
US$ US$

Development asset - at cost  5,282,900 5,232,900
Less: Accumulated amortisation (1,124,417) (949,987)

4,158,483 4,282,913

Reconciliations 
Reconciliations of the written down values at the beginning and end of the current financial year are set out below: 

Development 
Asset

Consolidated US$

Balance at 1 July 2019 4,282,913
Capitalisation of expenditure 50,000
Amortisation expense (174,430)

Balance at 31 December 2019 4,158,483

The Development Asset refers to the acquired business assets for the production and sales of CFOAM including 
but not limited to the acquired patents (Intellectual Property Assets), all permits, machinery and equipment (which 
are included in property, plant and equipment) maintenance files, customer lists, customer purchasing histories, 
price lists, distribution lists, supplier lists, production data, quality control records and procedures, customer inquiry 
files, research and development files, records and data, sales material and records, strategic plans, internal 
financial statements, marketing and promotional surveys all relating to the business. 

Note 6. Current liabilities - borrowings 
Consolidated

31 Dec 2019 30 Jun 2019
US$ US$

Loans payable – secured – note 7 (c)  178,883 174,823
Converting loan – unsecured 139,924 -
Promissory notes – secured - 1,162,982

318,807 1,337,805

Refer to note 7 for further information on assets pledged as security and financing arrangements. 

Note 7. Non-current liabilities - borrowings 
Consolidated

31 Dec 2019 30 Jun 2019
US$ US$

Convertible notes – unsecured – note (a) 2,252,333 5,488,131
Loans payable – secured – note (c) 2,572,336 1,562,166
Promissory notes – secured – note (b)  1,202,555 220,283

6,027,224 7,270,580
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CFOAM Limited
Notes to the financial statements
31 December 2019

Note 7. Non-current liabilities – borrowings (continued)

Note (a) Convertible notes - unsecured: 
The Company repaid US$3,250,000 of convertible notes during the period and has US$2,252,333 (which is principal of 
US$2,164,000 and capitalised interest of US$88,333) of convertible notes with a face value of USD$1 each on issue which 
terms have been agreed for their conversion post period end.  Refer to Note 13. The principal terms are as follows: 

a) Term: The Convertible Notes were issued on the various Subscription Dates between 9 November 2018 and 29 
March 2019 and can be converted or otherwise redeemed within 36 months of issue (Repayment Date).  

b) Conversion price: Each Convertible Note will be convertible into Shares at a conversion price equal to A$0.18 per 
Share to satisfy the Face Value of the Notes in USD at the election of the Subscriber as follows: 

i. using the exchange rate set at the Subscription Date; or 
ii. the exchange rate set at the date of the Prepayment Notice or the Conversion Notice, with the exchange 

rate to be not less than A$1.00 = USD$0.50. 
c) Interest: 

i. Interest is payable on the Principal Amount from the Subscription Date until Repayment Date, unless 
the Convertible Notes are either redeemed or converted into Shares at a rate of 4% per annum 
(Interest Rate). 

ii. Interest will be calculated monthly and payable six monthly in arrears (Interest Payment Date), 
accruing daily on the basis of a year of 365 days. 

iii. Interest must be paid by the Company to the Subscriber no later than 10 Business Days after the 
relevant Interest Payment Date. 

iv. The Subscriber may elect for the interest to be compounded on a six month basis. For the avoidance 
of doubt, if the Subscriber elects to compound the interest then this amount is added to the Principal 
Amount 

d) Conversion: 
After a fixed period of 12 months and at each 6 month period end thereafter and prior to the Repayment Date, at the 
election of the Subscriber by written notice to the Company (Conversion Notice), the Convertible Notes may be 
converted in whole or in part into Shares at the Conversion Price (the Conversion Shares). 

e) Redemption 
Where any Convertible Notes remain not converted or redeemed on the Repayment Date, the Convertible Notes will 
be redeemed for their Face Value (plus any unpaid interest) as at the Repayment Date (Noteholding Balance). 

The convertible notes also contain standard terms for early redemption, non-subordination and actions in the event of 
default. 

Note (b) Promissory Notes – secured: 

Promissory notes issued are as follows:
(i) Original US$800,000 promissory note with an interest rate of 5% per annum, and which is secured by a first lien security 

interest over the all of the assets of the business of CFOAM LLC acquired under the Asset Purchase Agreement in 2016 
(2016 Assets).  The promissory note was restructured during the period and now interest is only payable on a monthly 
basis and principal on 30 June 2022. Balance due at 31 December 2019 is US$401,854.

(ii) Original balance was US$4,000,000. The promissory note which will accrue interest at 2% per annum and be secured by 
a second lien security interest over the 2016 Assets. This promissory note was restructured during the period and any 
accrued interest and principal is due and payable on 31 December 2021. Balance due at 31 December 2019 is 
US$800,701.  In addition, for the term of the promissory note, the parties have agreed that certain specified density and 
thickness foam may be purchased by Touchstone at an agreed price and that, in lieu of cash payment, the purchase price 
for any such foam shall be applied to further reduce the principal amount of the promissory note. 

The promissory notes can be summarised as follows: 

Original
US$800,000

Original 
$4,000,000

Balance at 31 
December 2019

US$

Promissory note-current - - -

Promissory note - non-current 401,854 800,701 1,202,555

401,854 800,701 1,202,555
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CFOAM Limited
Notes to the financial statements
31 December 2019

Note 7. Non-current liabilities – borrowings (continued)

Note (c) Loans payable – secured: 
Current Non-current Balance at 31 

December 2019 Total Facility
US$ US$ Interest rate 

Secured loan - West Virginia Economic 
Development Authority (WVEDA) 105,183 1,008,644 1,113,827 1,200,000 3.46% 
Secured loan – CONSOL Energy Inc. - 1,101,528 1,101,528 1,100,000 2.00% 
Secured loan – Summit Community Bank 73,700 462,164 535,864 600,000 6.58% 

178,883 2,572,336 2,751,219 2,900,000

The loans payable are secured over the 2016 Assets, which are the assets originally purchased under the Asset Purchase 
Agreement of 2016, not claimed by the promissory notes security and secured over the Phase 1 assets.  
The loan to CONSOL Energy Inc is due on 6 December 2022 and secured by a CFOAM Corp lien over its equity interests in 
CFOAM LLC and in accordance with the intercreditor agreement where it ranks behind the promissory notes and WVEDA 
and Summit Community Bank.   

Note 8. Issued Capital 
31 Dec 2019 30 Jun 2019 31 Dec 2019 30 Jun 2019

Shares Shares US$ US$

Ordinary shares - fully paid 143,255,908 117,388,961 14,844,673 13,229,322

Movements in ordinary share capital 

Details Date Shares Issue price US$
Balance  1 July 2018 116,207,143 13,078,310
Issue of shares  24 December 2018 500,000 US$0.124 62,110
Issue of shares  20 March 2019 681,818 US$0.156 106,342
Cost of the contribution of capital (17,440)

Balance  30 June 2019 117,388,961 13,229,322

Balance 1 July 2019 117,388,961 13,229,322

Issue of shares-placement  17 September 2019 10,839,429 US$0.072 780,577
Issue of shares-performance rights  17 September 2019 350,000 US$0.072 25,204
Issue of shares-placement  26 September 2019 1,133,333 US$0.071 80,342
Issue of shares-cleansing  30 September 2019 1,000 US$0.071 71

Issue of shares-director and related party 18 November 2019 2,400,000 US$0.072 171,843
Issue of shares-loan repayment  5 December 2019 1,410,935 US$0.071 100,000
Issue of shares-director  9 December 2019 390,000 US$0.072 27,969
Issue of shares-converting loan  9 December 2019 8,281,250 US$0.055 452,496
Issue of shares-convertible note  9 December 2019 1,060,000 US$0.055 57,625
Issue of shares-cleansing  30 December 2019 1,000 US$0.056 56
Cost of the contribution of capital (80,832)

Balance 31 December 2019 143,255,908 14,844,673

Ordinary shares entitle the holder to participate in dividends and the proceeds on winding up of the Company in proportion to 
the number of and amounts paid on the shares held. On a show of hands every holder of ordinary shares present at a meeting 
in person or by proxy, is entitled to one vote, and upon a poll each share is entitled to one vote. 

The Company also issued a total of 3,690,690 options exercisable at A$0.15 on or before 15 August 2022 on a 1 for 4 basis 
as part of the placement at A$0.105 during the period. 
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CFOAM Limited
Notes to the financial statements
31 December 2019

Note 9. Reserves 
Consolidated

31 Dec 2019 30 June 2019
US$ US$

Equity reserve – non-controlling interests (note 11) 1,350,041 -
Share based payment reserve – performance rights 318,579 177,955
Foreign currency reserve 70,772 (105,518)

1,739,392 72,437

Nature and Purpose of Reserves 

(1) Equity reserve – non-controlling interests 

The equity reserve represents a change in ownership interest, being the difference between the amount by which the non-
controlling interest is adjusted and the fair value of the consideration paid.  

(2) Share based payment reserve –performance rights 

The share based payment reserve is used to recognise the fair value of performance rights issued to employees but not 
converted into ordinary shares. The reserve is recognised in contributed equity when and if the relevant milestone is attained 
within the specified period and as a result the performance rights concerned convert to ordinary shares.  

(3) Foreign currency reserve 
The reserve is used to recognise exchange differences arising from the translation of the financial statements of foreign 
operations to United States dollars.  

Note 10. Share based payments 

During the period, the Company issued various performance rights and options to directors, consultants and staff. The 
performance rights and options are a performance-based remuneration incentive which provides the opportunity for the 
participant to become a shareholder in the Company and deliver long-term shareholder returns. 

2019 
Performance rights 

Milestone Number Amount 
expensed

US$

Total fair 
value 

US$ 

Share 
price at 

grant date
US$

Probability

Employee Incentive plan - 450,000 10,554 50,843 0.117 -

Approved by shareholders
Performance Rights FA 1,000,000 54,780 54,780 0.055 -
Performance Rights FB 1,000,000 7,126 27,390 0.055 50%
Performance Rights FC 1,000,000 2,864 27,390 0.055 50%
Performance Rights FD 1,000,000 2,202 27,390 0.055 50%
Performance Rights A 75,000 569 5,649 0.257 -
Performance Rights B 75,000 119 1,181 0.257 -
Performance Rights E 166,666 - 38,232 0.257 -
Performance Rights F 166,667 9,065 38,232 0.257 -
Performance Rights G 166,667 6,160 38,232 0.257 -
Performance Rights M 300,000 9,049 35,949 0.095 -
Performance Rights N 300,000 9,049 35,949 0.095 -
Performance Rights A1 325,000 9,803 38,945 0.095 -
Performance Rights B1 325,000 9,803 38,945 0.095 -
Balance at 31 December 2019 6,350,000 131,143 459,107

Milestone Number Amount 
expensed

US$

Total fair 
value

US$

Share price 
at grant date

A$

Volatility

Employee 
Incentive option 
plan 

Exercise price 
A$0.295 on or 

before 2 January 
2023 

135,000 - 812 0.18 20%
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CFOAM Limited
Notes to the financial statements
31 December 2019

Note 10. Share based payments (continued) 

Issued during the period 

During the period, 300,000 performance rights vested and ordinary shares allotted and a further 4,000,000 were 
issued. 

Milestone: (each a Vesting Condition) 

(i) (Class FA): Class FA performance rights will vest and become exercisable on and from the date six (6) 
months – upon signing of the executive services agreement for the appointment of Mr Bjoernslev as 
President and CEO of CFOAM LLC  

(ii) (Class FB): Class FB performance rights will vest and become exercisable on and from the date six (6) 
months – upon achieving the 90 day and commencement of the 180 day business plan (Plan) objectives 
which will include detailed business planning with a specific focus on stabilised production runs, safety and 
quality compliance, finalising a custom and standard product specification, focus on sales and marketing 
target markets, pricing strategy and longer term strategy and Phase 2 expansion outlook. 

(iii) (Class FC): Class FC performance rights will vest and become exercisable on and from the date six (6) 
months – upon achieving the Plan objectives. 

(iv) (Class FD): Class FD performance rights will vest and become exercisable on and from the date six (6) 
months – upon sustained performance of the Plan objectives. 

Lapse 

If the Vesting Condition is not achieved by the required date or the Conversion Notice not given to the Company 
by the required date or the Holder is no longer an Eligible Participant, then the relevant Performance Right will 
automatically lapse. 

Eligible Participant

(i) a Director (whether executive or non-executive) of any Group Company; 

(ii) a full or part time employee of any Group Company;  

(iii) a casual employee or contractor of a Group Company;

(iv) a prospective participant, being a person to whom an offer is made but who can only accept an offer if an 
arrangement has been entered into that will result in the person becoming an Eligible Participant under 
paragraphs (i), (ii) or (iii) above; or 

(v) a person who is declared by the Board to be eligible to receive grants of Performance Rights. 

Note 11. Non-controlling interests 

On 6 December 2019 CONSOL Energy Inc (CONSOL) acquired a 25% interest in the Group’s US operations, 
via CFOAM Corp. CONSOL provided cash consideration of $3.5 million for the 25% interest. The group 
recognised an increase in non-controlling interests of $2,149,959, representing 25% of the net assets of the 
Group’s US operations and an increase in the equity reserve of $1,350,041. The accounting for this transaction 
is in accordance with the accounting policy outlined in Note 1. This is summarised as follows: 

31 Dec 2019
US$

Equity reserve – non-controlling interests (note 9) 1,350,041
Non-controlling interest 2,149,959

Consideration received from CONSOL 3,500,000

31 Dec 2019
US$

Non-controlling interest in CONSOL’s initial investment 2,149,959
Share of loss for period (54,007)

Non-controlling interest at 31 December 2019 2,095,952
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CFOAM Limited
Notes to the financial statements
31 December 2019

Note 12. Related party transactions 

Following shareholder approval at the Annual General Meeting held on 29 November 2019, Flemming B. 
Bjoernslev was issued 4,000,000 performance rights, subject to vesting conditions, as Class FA, FB, FC and FD. 

Following shareholder approval on 11 July 2019, 300,000 performance rights were issued to Flemming B. 
Bjoernslev and converted into shares on 17 September 2019 

Brian Joseph was appointed as a director on 8 January 2019 and resigned on 16 December 2019. Brian Joseph 
is the sole shareholder of Touchstone Research Laboratory Ltd (TRL) and Touchstone Advanced Composites 
(TAC).  TRL is the holder of the original US$4,000,000 secured promissory notes.  TAC is the largest customer 
of CFOAM and sales for the half year were US$137,039 plus delivery of product recorded as deferred revenue at 
30 June 2019 of US$169,953. TRL, TAC and CFOAM share premises and TRL have charged US$61,877 for 
shared services on a cost recovery basis.  TRL was also paid US$108,039 in accrued interest on the secured 
promissory note and issued with 1,410,935 shares being US$100,000 at an issue price of A$0.105 as a reduction 
of debt.  TRL also provided a converting loan of A$150,000 which is to be approved for conversion at a meeting 
of shareholders at a price of A$0.08 per share, being 1,875,000 shares.   

Todd Hoare participated in a placement of A$40,950 at an issue price of A$0.105 and he and his nominee have 
agreed to convert director and management fees of A$71,000 due up to 30 June 2019, subject to shareholder 
approval.  Todd Hoare also provided a converting loan of up to A$51,550 which is to be approved for conversion 
at a meeting of shareholders at a price of A$0.08 per share, being 644,375 shares. 

Gary Steinepreis and associated entities, Oakhurst Enterprises Pty Ltd and LeisureWest Consulting Pty Ltd, 
participated in a placement of A$210,000 at an issue price of A$0.105 and have agreed to convert director and 
management fees of A$73,500 due up to 30 June 2019, subject to shareholder approval.  Oakhurst Enterprises 
Pty Ltd provided funds to the Group in the amount of US$70,000 (A$111,490) for working capital on an unsecured 
and interest free basis which remains due and payable at the date of this report and also funds in the amount of 
A$33,268 as an expense reimbursement for operational costs which sum was repaid after the end of this financial 
period. 

Note 13. Events after the reporting period 

Subsequent to the end of the reporting period the Company: 

1. Agreed for the Convertible Noteholders (face value US$2,164,000) to convert all outstanding convertible 
notes and interest including an early repayment offer into ordinary shares.  A total of 34,535,880 shares 
were issued to non-related parties and the conversion of US$350,000 and issue of 6,704,721 shares is 
subject to shareholder approval due to the issue being to Oakhurst Enterprises Pty Ltd, a related party 
of Gary Steinepreis; 

2. Proposed for a total of A$436,500 of director and management fees due and payable up to 30 June 2019 
be converted to 4,157,142 shares at an issue price of A$0.105 be approved at a general meeting of 
shareholders proposed for April 2020.   

Other than as detailed above, no other matter or circumstance has arisen since 31 December 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 financial years. 
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CFOAM Limited
Directors' declaration
31 December 2019

In the directors' opinion: 

● the attached financial statements and notes comply with the Corporations Act 2001, Australian Accounting 
Standard AASB 134 'Interim Financial Reporting', the Corporations Regulations 2001 and other mandatory 
professional reporting requirements; 

● the attached financial statements and notes give a true and fair view of the consolidated entity's financial position 
as at 31 December 2019 and of its performance for the financial half-year 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. 

Signed in accordance with a resolution of directors made pursuant to section 303(5)(a) of the Corporations Act 2001. 

On behalf of the directors 

Gary Steinepreis 
Director 

28 February 2020 
Perth 
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INDEPENDENT AUDITOR’S REVIEW REPORT

To the members of CFOAM Limited

Report on the Half-Year Financial Report

Conclusion

We have reviewed the half-year financial report of CFOAM Limited (the Company) and its subsidiaries
(the Group), which comprises the  consolidated statement of financial position as at 31 December 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 31 December 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 2 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
a true and fair view of the Group’s financial position as at 31 December 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.
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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 (WA) Pty Ltd

Dean Just

Director

Perth, 28 February 2020
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