Half-Year Report 2019

Polyphor at a glance

Polyphor is a clinical stage, Swiss biopharmaceutical company focused on the discovery and development of immuno-oncology compounds and a new class of antibiotics. Polyphor is advancing balixafortide (POL6326) in a Phase III trial in combination with eribulin in patients with advanced breast
cancer, and exploring its potential in other cancer indications. In addition, it has discovered and is
developing the Outer Membrane Protein Targeting Antibiotics (OMPTA). OMPTA are potentially the
first new class of antibiotics in clinical development in the last 50 years against Gram-negative bacteria. The company’s lead OMPTA program is an inhaled formulation of murepavadin for the treatment
of Pseudomonas aeruginosa infections in patients with cystic fibrosis. Polyphor is based in Allschwil
near Basel and is listed on the SIX Swiss Exchange (SIX: POLN).
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Highlights and Key Figures
First Half 2019
•

Decision to close the murepavadin i.v. trials

•

Balixafortide entering Phase III and progressing significantly

•

Refocusing the antibiotics effort on inhaled murepavadin in CF and on the OMPTA platform –

•

Realigning the strategy, advancing the attractive pipeline, reallocating resources and

leveraging external financing
strengthening of the management team

Key figures 1)
CHF million

(restated) 2)
Profit and Loss

30.06.2019

30.06.2018

0

6.5

Revenue
Research and development expenses

3)

Net loss

–25.3

–18.8

–27.9

–20.8

–5.9

–2.8

Number of FTE

61

67

Balance Sheet

30.06.2019

31.12.2018

97.2

133.8

Total assets

114.6

144.1

Total equity

92.2

120.6

Equity ratio

80.4%

83.7%

Average net cash burn 4)

Cash and cash equivalents

1)

Based on the consolidated IFRS financial statements

2)

30.06.2018 figures have been restated to reflect the discontinued operations

3)

Net of changes in capitalized costs of Technology Platforms and other income, include only costs
form continuing operations

4)

The average net cash burn represents the average monthly cash used for operating and investing
activities
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Share Information

Number of shares

30.06.2019

Share capital (in CHF)

22’101’602

Number of registered shares issued

11’050’801

Nominal value per registered share (in CHF)

2.00

Number of treasury shares

0

Data per share

30.06.2019

High (in CHF)

27.55

Low (in CHF)

9.36

Closing price (in CHF)

11.22

Market capitalization (in CHF million)

124

The registered shares of Polyphor AG are traded on the International Reporting Standard of SIX Swiss
Exchange and are part of the Swiss Performance Index, the SXI Life Sciences Index (SLIFE) and the SXI
Bio+Medtech Index (SBIOM).

Valor symbol:
Valor no.:
ISIN:

POLN

Bloomberg:

POLN SW

10621379

Reuters:

POLN.S

CH0106213793
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Chairman and
Chief Executive Officer’s Letter

Argeris (“Jerry”) M. Karabelas, Ph.D.

Giacomo Di Nepi

Dear shareholders,
The first half year of 2019 has been a challenging period for our company. However, following the
safety findings of the Phase III study of murepavadin, we have reacted by swiftly reallocating resources
to our promising assets in oncology, cystic fibrosis and anti-infectives.
We believe Polyphor has significant potential for growth, with an advanced, attractive Phase III breast
cancer asset, balixafortide, as well as programs in cystic fibrosis infections and Gram-negative resistant
pathogens. We are focusing the company on these value drivers, ensuring we are allocating resources
and the efforts of our team appropriately to ensure we progress successfully through the next stages
of development.

Decision to close the murepavadin i.v. trials
With patient safety always the first priority, the PRISM-MDR study of murepavadin intravenous was
discontinued due to an unexpected proportion of acute kidney injuries. Today, we are exploring a
reengineered version of the molecule that would minimize the risk of acute kidney injury side effects.
Clinical trial setbacks are part and parcel of the biotech industry, and it is only by studying treatments
and learning from them that we finally arrive at a solution. Polyphor is a diversified biotechnology company with a number of highly attractive programs in development. Having reassessed the company’s
strategy, we are swiftly and diligently reallocating our resources – both financial and in terms of personnel – towards our other attractive portfolio assets.
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Balixafortide entering Phase III and progressing significantly
In June we announced that the first patient has been enrolled in the FORTRESS Phase III clinical study
evaluating balixafortide (POL6326) in combination with eribulin for the treatment of patients with HER2
negative, locally recurrent or metastatic breast cancer (MBC). The study is progressing well and we
expect the first readout from the trial around end of Q1 2021, which could lead to an accelerated
approval in the US.
In this combination only, Balixafortide has an estimated USD 1.3 billion market opportunity in HER2
negative MBC. Balixafortide market opportunity in breast cancer could be expanded to USD 6–7 billion
if we can leverage the compound in other combination therapies, such as the widely prescribed taxanes. In addition, we believe balixafortide may have further significant potential in other high CXCR4
expressing cancer indications, beyond MBC, in both solid and hematologic tumors, where a preclinical
Proof of Concept (PoC) has already been achieved in combination with cytarabine. While a number of
these initiatives will take place after the ORR (overall response rate) readout to ensure proper risk management, we have in the meantime started a series of collaborations to generate preclinical evidence
directly and together with world renowned institutions, such as the MD Anderson Cancer Center.

Refocusing the antibiotics effort on inhaled murepavadin in CF and on the OMPTA
platform – leveraging external financing
We are progressing the development of inhaled murepavadin for the treatment of patients with cystic
fibrosis (CF). The program is substantially funded by the Innovative Medicines Initiative (IMI), a partnership between the European Union and the European pharmaceutical industry. We expect inhaled
murepavadin should not lead to kidney toxicity, given its much lower dose and local administration; it is
a very attractive orphan drug opportunity, potentially changing the treatment paradigm in CF. Besides
CF, inhaled murepavadin could be developed in other indications, such as bronchiectasis. A Clinical Trial
Application (CTA) is expected in the next 9 months (mid 2020) and start of clinical studies shortly after.
In addition, after the successful completion of the collaboration with the Wellcome Trust and the Novo
REPAIR Impact Fund last year, Polyphor has been awarded a non-dilutive award from CARB-X (Combating Antibiotic-Resistant Bacteria Biopharmaceutical Accelerator). This award will support the preclinical
and early clinical development of Polyphor’s novel OMPTA candidate (POL7306), a medium spectrum
antibiotic with substantial therapeutic and commercial potential, until the completion of the Phase I
clinical trial. POL7306 addresses a different target than murepavadin, has different chemical scaffold
and safety experiments have been so far suggesting an adequate safety margin, to be further validated
in the GLP safety and toxicology development phase, which has already started. A CTA is expected in
the next 9 months (mid 2020) and start of clinical studies shortly after.
Finally, for murepavadin i.v., after the decision to discontinue the trial, we concluded that a continuation
would have failed to result in an adequate clinical benefit for the patients and to generate shareholders
value. It was therefore decided to carry only low cost preclinical experiments to assess the opportunity
to reengineer and possibly relaunch the product in the future.
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Realigning the strategy, advancing the attractive pipeline, reallocating resources and
strengthening of the management team
Product development remains the core of our strategy. Given the considerable progress of a number
of pipeline products and their value creation potential for the patients and the shareholders, we are
reallocating financial and personnel resources to focus clearly on the most promising elements in our
portfolio, while tightly managing the organization to ensure appropriate spending.
First, the strategy will focus on the further development of balixafortide, both with regards to the Phase
III program and to the preclinical studies of other combinations/indications to fully exploit the potential
of the asset.
In addition, it will focus on the continued development of inhaled murepavadin in cystic fibrosis and of
the antibiotics of the OMPTA platform – both supported by substantial external funding.
Under the current plan, the cash position will allow us to develop the balixafortide program towards the
next value inflection point (ORR, around end of Q1 2021) and we are optimistic that the development
programs will deliver a substantial value creation opportunity to our shareholders.
To effectively implement this plan, we are further strengthening our management team. Effective September 1st, Frank Weber has stepped down from the Board of Directors to become the company’s
new Chief Medical and Development Officer, bringing his profound product development capabilities
and a strong experience in oncology and immunology (he developed Erbitux in metastatic colorectal
cancer and other indications as well as led other high profile programs). In June, Gökhan Batur has
joined as Chief Commercial Officer, strengthening our commercial capabilities and insights needed for
the effective development of our products. Effective October 1st, Hernan Levett, CFO of the NASDAQ
listed company Auris Medical, will become our CFO, succeeding Kalina Scott. He brings over 25 years
of finance and pharma/biotech experience at leading companies.
Taking into account the development of our priority products, the residual commitments for the closure
of the murepavadin intravenous trials and the overall cost management, we expect development costs
for 2019 to be in the range of CHF 60–65 million. Our total cash position is CHF 97 million (cash and
cash equivalents as of June 30, 2019).
Ultimately, the data readout on balixafortide, inhaled murepavadin and the OMPTA program will determine the success of the company. We are putting all our focus on making sure we will achieve these
key readouts in an effective and timely manner, as we believe our products can bring substantial value
to patients, our company and shareholders.

Sincerely
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Jerry Karabelas

Giacomo Di Nepi

Chairman of the Board

Chief Executive Officer

Portfolio and Pipeline
Deep pipeline of promising drug candidates derived from macrocycle discovery platform
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Financial
Report as of
June 30, 2019

Polyphor Ltd, Allschwil and its subsidiaries
Interim condensed consolidated statement of financial position
in CHF
Unaudited
Notes

Audited

June 30, 2019 December 31, 2018

Assets
Current assets
Cash and cash equivalents
Other financial investments
Trade accounts receivable
Other accounts receivable
Accrued income
Prepaid expenses
Total current assets
Non-current assets
Property, plant and equipment (PPE)
Right-of-use asset
Intangible assets
Technology Platforms
Rent deposit
Total non-current assets

4

6

2.2
7

Total assets

97’198’551
0
6’354
1’320’255
78’339
3’375’556
101’979’055

133’809’266
742’748
12’601
712’567
0
635’238
135’912’420

3’184’001
6’501’731
15’811
2’474’208
447’284
12’623’034

3’168’975
0
28’383
4’535’845
447’284
8’180’486

114’602’089

144’092’907

1’917’525
107’366
710’282
244’100
4’274
2’301’111
5’284’658

9’069’444
580’635
0
237’712
0
3’078’870
12’966’661

9’108’978
5’838’254
2’215’890
17’163’122

8’131’764
0
2’339’559
10’471’323

22’447’779

23’437’984

22’101’602
354’266’595
8’299’733
–1’953
–292’511’667
92’154’310

22’087’700
354’250’574
7’853’593
–567
–263’536’377
120’654’923

114’602’089

144’092’907

Liabilities and shareholders’ equity
Current liabilities
Trade accounts payable
Other accounts payable
Current lease liability
Current portion of debt
Deferred income
Accrued expenses
Total current liabilities
Non-current liabilities
Pension liabilities
Non-current lease liability
Non-current portion of debt
Total non-current liabilities

2.2

8
2.2

Total liabilities
Shareholders' equity
Share capital
Additional paid-in capital
Other reserves
Cumulative translation differences
Accumulated deficit
Total shareholders' equity
Total liabilities and shareholders' equity
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Polyphor Ltd, Allschwil and its subsidiaries
Interim condensed consolidated income statement for the six months ended June 30, 2019
in CHF
Unaudited
Unaudited

Restated

June 30, 2019

June 30, 2018

0
2’940
0
0
2’940

133’333
1’691
4’432’959
1’970’204
6’538’187

318’618
–25’348’356
–538’215
–2’439’036
–28’006’989

204’500
–18’760’246
–414’937
–2’113’986
–21’084’669

Operating loss

–28’004’049

–14’546’482

Financial income
Financial expenses
Net foreign exchange loss
Net loss for the period from continuing operations
Net loss for the period from discontinued operations
Net loss for the period

1’181’602
–364’160
–719’708
–27’906’315
0
–27’906’315

52’523
–2’906’054
–1’410
–17’401’423
–3’406’211
–20’807’633

–2.53
–2.53
–2.53
–2.53

–2.68
–2.68
–2.24
–2.24

Notes
Research and development collaborations
Polyphor library sales
Active component sales
Upfront and milestone payments
Total revenue
Other income
Research and development
Marketing and sales
General and administrative
Net operating expenses

Net loss per share (basic)
Net loss per share (diluted)
Net loss per share (basic) from continuing operations
Net loss per share (diluted) from continuing operations

3

2.4

10
10
10
10

Interim condensed consolidated statement of comprehensive income
for the six months ended June 30, 2019
in CHF

Net loss for the period
Other comprehensive loss that may be reclassiﬁed
to proﬁt or loss in subsequent periods:
Cumulative translation differences
Other comprehensive loss that will not be reclassiﬁed
to proﬁt or loss in subsequent periods:
Remeasurement of pension liabilities
Other comprehensive loss
Total comprehensive loss

8

Unaudited

Unaudited

June 30, 2019

June 30, 2018

–27’906’315

–20’807’633

–1’386

–405

–1’068’975

1’087’147

–1’070’361

1’086’742

–28’976’677

–19’720’891

As disclosed in the annual report 2018, following the completion of the restructuring of the Collaboration segment
in the third quarter 2018, the segment is presented as a discontinued operation and the comparative information for
2018 has been restated accordingly.
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Polyphor Ltd, Allschwil and its subsidiaries
Interim condensed consolidated statement of cash ﬂows for the six months ended June 30, 2019
in CHF
Unaudited
Unaudited

Restated

June 30, 2019

June 30, 2018

–27’906’315
0
–27’906’315

–17’401’423
–3’406’211
–20’807’633

Adjustments for
– Non-cash revenue
– Other non-cash items
– Depreciation and amortization
– Impairment losses on PPE and Technology Platforms
– Net finance cost (excluding revaluation losses)
– Revaluation losses / (gains)
– Share-based compensation

0
–332’782
1’225’070
1’685’637
1’017’745
–1’115’479
446’141

–6’403’163
45’450
1’065’778
2’811’840
514’785
2’338’746
611’442

Changes in
– Trade and other receivables
– Prepayments
– Trade and other payables
– Provisions and employee benefits
– Accrued income/revenue

–601’442
–2’740’318
–7’625’188
–869’520
–74’065

1’158’627
308’904
3’925’197
–3’010’196
–333’333

66’122
–36’824’394

52’523
–17’721’033

1’858’227
–455’725
1’402’502

1’128’875
–24’708
1’104’167

34’755
–4’832
–347’240
0
–117’281
–181’544
–616’141

155’051’525
–10’876’911
0
973’667
–283’546
–163’842
144’700’893

Net increase/(decrease) in cash equivalents

–36’038’033

128’084’027

Cash and cash equivalents at 1 January
Effect of movements in exchange rates on cash held
Cash and cash equivalents as at end of period

133’809’266
572’682
97’198’551

24’559’631
–8’611
152’635’046

Notes
Net loss for the period from continuing operations
Net loss for the period from discontinued operations
Net loss for the period

Interest received
Net cash from operating activities
Cash ﬂows from investing activities
Proceeds from sale of investments
Acquisition of PPE and intangible assets
Net cash from investing activities
Cash ﬂows from financing activities
Proceeds from issue of share capital
Transaction costs of capital increases
Repayment of lease liability
Proceeds from convertible loan (Wellcome Trust)
Repayment on debt
Interest paid
Net cash from financing activities
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Polyphor Ltd, Allschwil and its subsidiaries
Interim condensed consolidated statement of changes in shareholders’ equity
in CHF
Share Capital
Common Common
shares
Unaudited
Balance as of January 1, 2018
Net loss for the period
Other comprehensive income
Total comprehensive loss

12’762’122

capital

Accu-

Other lation dif-

mulated

Total

deficit

Equity

159 –212’158’891

17’328’367

reserves

603’800 209’157’972 6’963’205

ferences

0
0
0

0
0
0

0
0
0

0
–405
–405

8’197’288
0

0
0

146’854’237
–10’876’911

0
0

0
0

0
2’723’688
0
0
603’800 347’858’986

0
611’442
7’574’647

0
0
2’875’004
0
0
611’442
–246 –231’879’377 145’268’535

0 354’250’574 7’853’593

–567 –263’536’377 120’654’923

151’316
0
21’110’726

Unaudited
Balance as of January 1, 2019

22’087’700

Issuance of share capital (note 9)
Cost of capital increase
Share-based compensation
Balance as of June 30, 2019

Paid-in

trans-

0
0
0

Issuance of share capital
Cost of capital increase
Conversion of convertible loan
into shares
Share-based compensation
Balance as of June 30, 2018

Net loss for the period
Other comprehensive loss
Total comprehensive loss

B-shares

Cumulative

0
0
0
13’902
0
0
22’101’602

0
0
0

0
0
0

0
0
0

0
20’853
0
0
–4’832
0
0
0
446’141
0 354’266’595 8’299’733

0
–1’386
–1’386

–20’807’633 –20’807’633
1’087’147
1’086’742
–19’720’486 –19’720’891
0
0

155’051’525
–10’876’911

–27’906’315 –27’906’315
–1’068’975
–1’070’361
–28’975’290 –28’976’677

0
0
0
0
0
0
–1’953 –292’511’667

34’755
–4’832
446’141
92’154’310
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Polyphor Ltd, Allschwil and its subsidiaries
Notes to the Interim Condensed Consolidated Financial Statements as of June 30, 2019

1.

General information
Polyphor Ltd. (“Polyphor” or the “Company”, and together with its subsidiary “the Group”) is a clinical stage, Swiss
specialty Pharma Company, focused on the development of macrocycle drugs that address severe diseases. The
Company’s lead drug candidate is balixafortide (POL6326, currently in pivotal registration program), an antagonist of
the chemokine receptor CXCR4 for combination treatment in oncology.
In addition, Polyphor has discovered and is developing the OMPTA class to address infections caused by difficult-to-treat, resistant Gram-negative pathogens. Polyphor also owns a proprietary macrocycle Technology Platform
used for the discovery of new drugs that can address difficult targets.
POL6014 (in Phase Ib), an inhaled inhibitor of neutrophil elastase for the treatment of cystic fibrosis and other neutrophilic lung diseases has been out-licenced to Santhera Pharmaceuticals (Switzerland) Ltd. (“Santhera”).
The legal domicile of the Company is:

POLYPHOR Ltd
Hegenheimermattweg 125
CH-4123 Allschwil
Switzerland

The Company is listed on SIX Swiss Exchange (ticker symbol «POLN») since May 15, 2018.
2.

Summary of significant accounting policies

2.1

Basis of preparation
The interim condensed consolidated financial statements for the six months ended June 30, 2019 have been prepared in accordance with IAS 34 Interim Financial Reporting.
The interim condensed consolidated financial statements do not include all the information and disclosures required
in the annual financial statements, and should be read in conjunction with the Group’s annual consolidated financial
statements as at December 31, 2018.
The interim condensed consolidated financial statements were authorised for issue by the Company’s Board of
Directors on September 3, 2019.

2.2

New standards, interpretations and amendments adopted by the Group
The accounting policies adopted in the preparation of the interim condensed consolidated financial statements are
consistent with those followed in the preparation of the Group’s annual consolidated financial statements for the year
ended December 31, 2018, except for the adoption of new standards effective as of January 1, 2019. The Group has not
early adopted any other standard, interpretation or amendment that has been issued but is not yet effective.
The accounting policies have changed as of January 1, 2019, due to the adoption of the new IFRS 16 Leases which
replaces the requirements in IAS 17 Leases and related interpretations, and is applicable for the first time for entities
with an annual reporting period beginning on or after 1 January 2019. The updated accounting policy is disclosed in
Note 2.2.1 to these interim condensed consolidated financial statements.
IFRS 16 introduced a single, on-balance sheet accounting model for lessees. As a result, the Group, as a lessee, has
recognised a right-of-use asset representing its right to use the underlying asset and lease liability representing its
obligation to make lease payments. Lessor accounting remains similar to previous accounting policies.
The Group has applied IFRS 16 using the modified retrospective approach, under which the cumulative effect of
initial application is recognised in retained earnings at 1 January 2019. Accordingly the comparative information
presented for 2018 has not been restated. The Group elected to apply the practical expedient to grandfather the
assessment of which transactions are leases. It applied IFRS 16 only to contracts that were previously identified as
leases. Contracts that were not identified as leases under IAS 17 and IFRIC 4 were not reassessed. Accordingly, the
lease of the facility at the i-parc in Allschwil represents the only lease contract at the date of transition, which was
previously classified as operating lease under IAS 17.
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Polyphor Ltd, Allschwil and its subsidiaries
Notes to the Interim Condensed Consolidated Financial Statements as of June 30, 2019

The Group used the following practical expedients when applying IFRS 16 to leases previously classified as operating
leases under IAS 17:
• Applied the exemption not to recognise right-of-use assets and liabilities for leases with less than 12 month of lease
term;
• Measured the lease liability based on present value of the remaining lease payments discounted at the incremental
borrowing rate as at January 1, 2019 and the right-of-use asset as an equal amount;
• Excluded initial direct costs from measuring the right-of-use asset at the date of the initial application;
• Used hindsight when determining the lease term if the contract contains options to extend or terminate the lease.
Impacts on transition
On transition to IFRS 16, the Group recognised a right-of-use asset amounting to CHF 6’895’775 and additional lease
liabilities amounting to CHF 6’895’775.
As of June 30, 2019 the rights of use assets are CHF 6’501’731 and the lease liabilities are CHF 6’548’536.
The Group used a weighted average incremental borrowing rate as at January 1, 2019 of 3.0%.
The impact on the statement of financial position (increase/decrease) as at January 1, 2019 is summarized below:
Assets

CHF

Right-of-use asset

6’895’775

Deferred tax asset

0

Total Assets

6’895’775

Liability
Lease liability current

699’720

Lease liability non-current

6’196’055

Deferred tax liability

0

Total Liabilities

6’895’775

Impacts for the period
In regard to the leases under IFRS 16, the Group has recognized depreciation and interest expense instead of operating lease expense. During the six months ended June 30, 2019, the Group recognized CHF 394’044 of depreciation
charges and CHF 101’273 of interest expense.
Set out below, are the carrying amounts of the Group’s right-of-use assets and lease liabilities and the movements
during the period:
in CHF
As at January 1, 2019

Right-of-use asset
6’895’775

Lease liability
–6’895’775

0

0

Additions
Depreciation expenses
Interest income (+) / expenses (–)
Payments
As at June 30, 2019

–394’044

0

0

–101’273

0

448’512

6’501’731

–6’548’536

Several other amendments and interpretations apply for the first time in 2019, but do not have an impact on the
interim condensed consolidated financial statements of the Group.
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Polyphor Ltd, Allschwil and its subsidiaries
Notes to the Interim Condensed Consolidated Financial Statements as of June 30, 2019

2.2.1 Leases
As a lessee
The Group only leases its property, which has been previously classified as operating lease based on its assessment
of whether the lease transferred substantially all of the risks and rewards of ownership. Under IFRS 16 the Group recognises a right-of-use asset and a lease liability for its property lease. The right-of-use asset is measured at cost, less
any accumulated depreciation and impairment losses, and adjusted for any remeasurement of lease liabilities. The
cost of right-of-use assets includes the amount of lease liabilities recognised, initial direct costs incurred, and lease
payments made at or before the commencement date. Unless the Group is reasonably certain to obtain ownership
of the leased asset at the end of the lease term, the recognised right-of-use assets are depreciated on a straight-line
basis over the shorter of its estimated useful life and the lease term. Right-of-use assets are subject to impairment.
The Group presents its right-of-use asset separately on the face of the statement of financial position.
At the commencement date of the lease, the Group recognises lease liabilities measured at the present value of lease
payments to be made over the lease term. The lease payments include fixed payments (including in-substance fixed
payments) and variable lease payments that depend on an index or a rate.
In calculating the present value of lease payments, the Group uses the incremental borrowing rate at the lease commencement date if the interest rate implicit in the lease is not readily determinable. After the commencement date,
the amount of lease liabilities is increased to reflect the accretion of interest and reduced for the lease payments
made. In addition, the carrying amount of lease liabilities is remeasured if there is a modification, a change in the
lease term, a change in the in-substance fixed lease payments or a change in the assessment to purchase the underlying asset. The Group presents lease liabilities in current and non-current portion of lease liability.
The Group applies the short-term lease recognition exemption to its short-term leases of machinery and equipment
(i.e., those leases that have a lease term of 12 months or less from the commencement date and do not contain a
purchase option). It also applies the lease of low-value assets recognition exemption to leases of office equipment
that are considered of low value (i.e., below CHF 5’000). Lease payments on short-term leases and leases of low-value assets are recognised as expense on a straight-line basis over the lease term.
As a lessor
During the period under review, the Group sub-leases space of its leased property. When the Group is an intermediate lessor the sub-leases are classified with reference to the right-of-use asset arising from the head lease, not with
reference to the underlying asset. The sub-lease contract is classified as operating leases under IFRS 16.
2.3

Significant accounting judgement, estimates and assumptions
The preparation of interim condensed consolidated financial statements requires management to make estimates
and assumptions that affect the reported amounts of revenues, expenses, assets, liabilities and disclosure of contingent liabilities at the date of the interim condensed consolidated financial statements. If in the future such estimates
and assumptions, which are based on management’s best judgment at the date of the interim consolidated financial
statements, deviate from the actual circumstances, the original estimates and assumptions will be modified as appropriate during the period in which the circumstances change.
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Polyphor Ltd, Allschwil and its subsidiaries
Notes to the Interim Condensed Consolidated Financial Statements as of June 30, 2019

2.4

Grants
As per January 1, 2019 Polyphor entered into a cost reimbursement research sub award agreement with Trustees
of Boston University to initiate and complete the preclinical development of POL7306. The agreement will end as
per January 31, 2020. The Project consists of a base stage and may be extended to include option stages. The reimbursement is recognized in the balance sheet initially as accrued income when there is reasonable assurance that it
will be received and that the company will comply with the conditions attached to it. Grants that compensate the
company for expenses incurred are recognized as other operating income on a systematic basis in the same periods
in which the expenses are incurred.
During the period under review the reimbursement amounted to CHF 284’647. The reimbursement has been recognized as other income.

3.

Segment Information
The Group has one operating segment focusing on the research and development and prospective commercialisation of macrocycle drugs addressing high unmet medical needs.
In the period under review the Company generated only revenue from sales of Polyphor Libraries.

4.

Cash and cash equivalents
Cash is held mainly in CHF, EUR, USD and GBP in the form of cash and bank deposits with Zürcher Kantonalbank
and Credit Suisse.
Cash and cash equivalents comprise the following as at:

Cash and cash equivalents
Cash at banks and on hand

June 30, 2019

December 31, 2018

CHF

CHF

In CHF

78’149’003

123’561’986

In EUR

2’901’971

6’082’196

In USD

11’324’748

2’895’731

in GBP

4’822’829

1’269’353

97’198’551

133’809’266

Total at end of period

Cash at banks is subject to positive or negative interest at floating rates. Funds not immediately needed are invested
as bank deposits with varying maturities.

5.

Other financial investments
During the period under review the Group sold its other financial investments consisting of Santhera shares
which were classified as at fair value through profit and loss. Due to this transaction the Group realized a gain of
CHF 1’115’479.

6.

Accrued income
The cost reimbursement research sub award agreement is recognized in the balance sheet initially as accrued income
when there is reasonable assurance that it will be received and that the company will comply with the conditions
attached to it. Expenses for the work performed in the period under review but not reimbursed as per June 30, 2019
amount to CHF 78’339 which have been recognized as accrued income (see also note 2.4).
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7.

Technology Platforms
Technology Platforms relate to capitalized expenses of PEMfinder® and MacroFinder® screening libraries. Polyphor has
reached commercial proof of concept, as exemplified by the deal terms of the Novartis PEMfinder® and Boehringer
Ingelheim MacroFinder® collaboration, thus confirming that future revenues can be generated due to these proprietary and patent protected drug discovery tools.

Technology Platforms
Cost at January 1

June 30, 2019

December 31, 2018

CHF
23’133’200

CHF
23’176’400

(Usage)/Additions

0

–43’200

Cost at end of period

23’135’000

23’133’200

Depreciation at January 1

18’597’355

15’397’000

376’000

933’471

Additions
Impairment
Depreciation at end of period
Net book value at end of period

1’685’637

2’266’884

20’660’792

18’597’355

2’474’208

4’535’845

In 2019 and 2018, depreciation has been charged to research and development.
Impairment Testing “Technology Platforms”
Following the termination of the Collaboration Services Business at the end of 2017 and beginning of 2018, the
Executive Management has recalculated the recoverable amount of Polyphor’s Technology Platforms during the
period under review. In the first half of 2019 the expected revenues from sales of Technology Platforms did not
materialize as expected. This led to a lower fair value of the Technology Platforms at June 30, 2019 compared to the
value at December 31, 2018. An impairment loss of CHF 1’685’637 was recognised and charged to Research and
Development.
The discount rate of 11.74% used to determine the recoverable amount remained unchanged compared to the financial statements as per December 31, 2018.

8.

Pension Liabilities
As of January 1, 2019, Polyphor entered into a new set up for their pension plans. Until the end of 2018, all employees of Polyphor AG were insured in the basic pension plan and the members of the Executive Management were
additionally insured in the management pension plan. In the new setup each employee is insured only in one pension
plan. This change of the pension plan scheme resulted in past service costs (increase in Defined Benefit Obligations)
of CHF 279’315 .
On the other hand, Polyphor’s pension plan insurer, the Vita Classic collective foundation, changed the rules for
determination of old-age pension as of March 31, 2019. This lead to a negative past service cost of CHF 651’234
(reduction in Defined Benefit Obligations). This reduction is due to a stepwise decrease in the conversion rate on the
mandatory and the supplementary old-age savings capital from 6.8% and 6.0% respectively to a uniform conversion
rate of ultimately 5.8% until 2022.
The negative remeasurement of pension liabilities of CHF 1.1 million, reflected in Other Comprehensive Income, is
primarily due to the reduction in the discount rate by 45 bps to 0.35% compared to December 31, 2018.
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9.

Share Capital
Ordinary share capital
During the period under review 6’951 shares were issued out of out of conditional share capital upon the exercise
of stock options.
Authorized share capital
The Board of Directors is authorized to increase the share capital at any time until April 5, 2020 by a maximum
amount of CHF 1’477’130 by issuing a maximum of 738’565 registered shares.
Conditional share capital
As of June 30, 2019 the Company had conditional share capital pursuant to which the share capital may be increased
by a maximum amount of CHF 1’124’028 through the issue of a maximum of 562’014 registered shares. The conditional share capital is exclusively reserved for the members of the employee stock option plan.

10.

Earnings per share (EPS)
Basic and diluted earnings per share have been computed based upon the weighted average number of registered
shares outstanding. Basic earnings per share excludes any dilutive effects of options, warrants and convertible loans.
Outstanding employee stock options to purchase registered shares were not included in the computation of the
diluted earnings per share as the effect would have been anti-dilutive.
For the period ending
Basic and diluted earnings
Net loss attributable to the ordinary shareholders
Net loss for the period from continuing operations

June 30, 2019
CHF
–27’906’315
–27’906’315

Restated
June 30, 2018
CHF
–20’807’633
–17’401’423

Weighted average number of shares
Weighted average number of ordinary shares (basic)
Weighted average number of ordinary shares (diluted)

June 30, 2019
shares
11’047’080
11’047’080

June 30, 2018
shares
7’754’412
7’754’412

Earnings per share
Basic earnigs per share
Diluted earnings per share

June 30, 2019
CHF
–2.53
–2.53

Restated
June 30, 2018
CHF
–2.68
–2.68

Earnings per share from continuing operations
Basic earnigs per share
Diluted earnings per share

June 30, 2019
CHF
–2.53
–2.53

Restated
June 30, 2018
CHF
–2.24
–2.24

CHF
0.00
0.00

CHF
–0.44
–0.44

Earnings per share from discontinued operations
Basic earnigs per share
Diluted earnings per share
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11.

Categories of financial instruments
The following table shows the carrying amounts and fair values of financial assets and financial liabilities.
For the period ended June 30, 2019
(CHF)

Financial assets Financial assets
Book value at amortized costs

Other liabilities

at FVTPL at amortized costs

Assets
Cash and cash equivalents

97’198’551

97’198’551

0

0

Trade accounts receivable

6’354

6’354

0

0

Rent deposit
Total

447’284

447’284

0

0

97’652’189

97’652’189

0

0

Liabilities
Trade accounts payable

1’917’525

0

0

1’917’525

Debt (current and non-current)

2’459’990

0

0

2’459’990

Lease liabilites

6’548’536

0

0

6’548’536

Accrued expenses

1’008’161

0

0

1’008’161

11’934’211

0

0

11’934’211

Financial assets Financial assets

Other liabilities

Total

For the period ended Dec. 31, 2018
(CHF)

Book value at amortized costs

at FVTPL at amortized costs

Assets
Cash and cash equivalents
Other financial investments
Trade accounts receivable
Rent deposit

133’809’266

133’809’266

0

0

742’748

0

742’748

0

12’601

12’601

0

0

447’284

447’284

0

0

135’011’899

134’269’151

742’748

0

Trade accounts payable

9’069’444

0

0

9’069’444

Debt (current and non-current)

2’577’271

0

0

2’577’271

Total
Liabilities

Accrued expenses
Total
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1’432’797

0

0

1’432’797

13’079’511

0

0

13’079’511

Polyphor Ltd, Allschwil and its subsidiaries
Notes to the Interim Condensed Consolidated Financial Statements as of June 30, 2019

12.

Events after the reporting period
No subsequent events which need to be disclosed have been identified by the Executive Management.

Dr. Jerry Karabelas

Giacomo Di Nepi

Chairman of the Board of Directors

Chief Executive Officer

Kalina Alexieva Scott
Chief Financial Officer
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To the Board of Directors of
Polyphor Ltd, Allschwil

To the Board of Directors of
Polyphor Ltd., Allschwil
Basle, 12 February 2018

Basel, 3 September 2019

Independent auditor’s report on the audit of the consolidated financial
statements

Report
Opinion on the review of
In accordance
with the terms
of our engagement,
have audited the consolidated financial statements
interim
condensed
consolidated
financialwestatements

of Polyphor Ltd and its subsidiaries (the Group), which comprise the consolidated statement of financial
position as at 31 December 2017 and the consolidated statement of income, consolidated statement of
comprehensive income, consolidated statement of changes in equity and consolidated statement of cash
flows for the year then ended,
and notes to the consolidated financial statements, including a summary
Introduction
of significant accounting policies.

We have reviewed the interim consolidated financial statements (interim condensed consoli-

dated statement
of financial(pages
position,
interim
condensed
income statement, inIn our opinion, the consolidated
financial statements
38 to
75) give
a true andconsolidated
fair view of the
consolidated financial position
of
the
Group
as
at
31
December
2017,
and
its
consolidated
financial
terim condensed consolidated statement of comprehensive income, interim condensed conperformance and its consolidated cash flows for the year then ended in accordance with International
solidated
statement of cash flows, interim condensed consolidated statements of changes in
Financial Reporting Standards
(IFRS).

shareholders’ equity and notes to the interim condensed consolidated financial statements,

Basis for opinion
pages 12 to 23) of Polyphor Ltd., for the period from 1 January 2019 to 30 June 2019. The
We conducted our audit in accordance with International Standards on Auditing (ISAs) and Swiss
of Directors
is responsible
for the
and presentation
of these interim conAuditing Standards. OurBoard
responsibilities
under
those standards
are preparation
further described
in the Auditor’s
responsibilities for the audit
of the
consolidatedfinancial
financialstatements
statements in
section
of our report.
densed
consolidated
accordance
with International Financial Report-

ing Standard IAS 34 “Interim Financial Reporting”. Our responsibility is to express a conclusion

We are independent of the Group in accordance with the Code of Ethics for Professional Accountants
on Ethics
these interim
condensed
statements
on our review.
issued by the International
Standards
Board forconsolidated
Accountants financial
(IESBA Code)
and thebased
requirements
of the Swiss audit profession, and we have fulfilled our other ethical responsibilities in accordance with
these requirements and the IESBA Code.

of Review
We believe that the auditScope
evidence
we have obtained is sufficient and appropriate to provide a basis for
our opinion.
We conducted our review in accordance with International Standard on Review Engagements
2410 “Review of Interim Financial Information Performed by the Independent Auditor of the

Material uncertainty related to going concern
Entity”.
A review
of interim
financial
information
consists of
inquiries,
primarily of
We draw attention to note
23 of the
consolidated
financial
statements,
which indicates
themaking
existence
of a
material uncertainty in respect
of
the
need
for
sufficient
financing
to
continue
the
business
operations
persons responsible for financial and accounting matters, and applying analytical and other
until final approval of Murepavadin and/or Balixafortide. This fact together with other matters disclosed in
review procedures. A review is substantially less in scope than an audit conducted in accornote 23 indicates that a material uncertainty exists that may cast significant doubt about the Group’s
danceconcern
with International
Standards
on Auditing
and isconsequently
not enable us to obability to continue as a going
if financing cannot
secured.
Our opinion
not modified does
in respect
of this matter.
tain 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.
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To the Board of Directors of
Polyphor Ltd, Allschwil

Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the interim condensed consolidated financial statements are not prepared, in all material respects,

Basle, 12 February 2018

in accordance with International Financial Reporting Standard IAS 34 “Interim Financial Reporting”.

Independent auditor’s report on the audit of the consolidated financial
statements
Ernst & Young Ltd
Opinion
In accordance with the terms of our engagement, we have audited the consolidated financial statements
of Polyphor Ltd and its subsidiaries (the Group), which comprise the consolidated statement of financial
position as at 31 December 2017 and the consolidated statement of income, consolidated statement of
comprehensive income, consolidated statement of changes in equity and consolidated statement of cash
flows for the year then ended,
and
statements, including a summary
Elisa Alfi
erinotes to the consolidated financial
Jürg Zürcher
of significant accounting policies.
Licensed audit expert

Licensed audit expert

(Auditorfinancial
in charge)
In our opinion, the consolidated
statements (pages 38 to 75) give a true and fair view of the
consolidated financial position of the Group as at 31 December 2017, and its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with International
Financial Reporting Standards (IFRS).
Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (ISAs) and Swiss
Auditing Standards. Our responsibilities under those standards are further described in the Auditor’s
responsibilities for the audit of the consolidated financial statements section of our report.
We are independent of the Group in accordance with the Code of Ethics for Professional Accountants
issued by the International Ethics Standards Board for Accountants (IESBA Code) and the requirements
of the Swiss audit profession, and we have fulfilled our other ethical responsibilities in accordance with
these requirements and the IESBA Code.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.
Material uncertainty related to going concern
We draw attention to note 23 of the consolidated financial statements, which indicates the existence of a
material uncertainty in respect of the need for sufficient financing to continue the business operations
until final approval of Murepavadin and/or Balixafortide. This fact together with other matters disclosed in
note 23 indicates that a material uncertainty exists that may cast significant doubt about the Group’s
ability to continue as a going concern if financing cannot secured. Our opinion is not modified in respect
of this matter.
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