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IMPORTANT INFORMATION

This Statutory Annual Report will be lodged with the 

Australian Securities Exchange and the Australian Securities 

and Investments Commission and is available from the 

Pharmaxis website www.pharmaxis.com.au.

Information contained in or otherwise accessible through 

the websites mentioned in this Statutory Annual Report 

does not form part of the report unless specifi cally stated to 

incorporate the information by reference thereby forming part 

of the report. All other references in this report to websites 

are inactive textual references and the information contained 

therein is not incorporated by reference into this report.

In this Statutory Annual Report, the terms “we”, “our”, “us”, 

“Pharmaxis”, “Group” and “Company” refer to Pharmaxis Ltd 

ABN 75 082 811 630 and its subsidiaries unless the context 

clearly means just Pharmaxis Ltd. 

Forward Looking Statements 

This Statutory Annual Report contains statements that 

constitute forward-looking statements. Forward-looking 

statements appear in a number of places in this Statutory 

Annual Report. In some cases, you can identify 

forward-looking statements by terminology such as 

“may”, “will”, “should”, “expects”, “plans”, “anticipates,” 

“believes”, “estimates”, “predicts”, “potential”, or “continue”, 

or the negative of these terms or other comparable 

terminology. These statements are only current predictions 

and are subject to known and unknown risks, uncertainties 

and other factors that may cause our or our industry’s actual 

results, levels of activity, performance or achievements to be 

materially different from those anticipated by the forward-

looking statements. 

Although we believe that the expectations refl ected in the 

forward-looking statements are reasonable, we cannot 

guarantee future results, levels of activity, performance or 

achievements. Except as required by law, we are under 

no duty to update or revise any of our forward-looking 

statements, whether as a result of new information, 

future events or otherwise, after the date of this Statutory 

Annual Report.

Currency of Presentation 

We publish our consolidated fi nancial statements in Australian 

dollars. In this Statutory Annual Report, unless otherwise 

stated or the context otherwise requires, references to 

‘dollar amounts’, ‘$’, ‘AUD’ or ‘A$’ are to Australian dollars.
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Auditor’s Independence Declaration 
 
As lead auditor for the audit of Pharmaxis Ltd for the year ended 30 June 2018, I declare that to the 
best of my knowledge and belief, there have been:  

(a) no contraventions of the auditor independence requirements of the Corporations Act 2001 in 
relation to the audit; and 

(b) no contraventions of any applicable code of professional conduct in relation to the audit. 

 

This declaration is in respect of Pharmaxis Ltd and the entities it controlled during the period. 

  

 

Mark Dow         Sydney 
Partner          16 August 2018 
PricewaterhouseCoopers 
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Independent auditor’s report  
To the members of Pharmaxis Ltd 
 
Report on the audit of the financial report  
Our opinion  
In our opinion:  

The accompanying financial report of Pharmaxis Ltd (the Company) and its controlled entities (together, the 
Group or Pharmaxis) is in accordance with the Corporations Act 2001, including:  

a) giving a true and fair view of the Group’s financial position as at 30 June 2018 and of its financial 
performance for the year then ended 

b) complying with Australian Accounting Standards and the Corporations Regulations 2001.  

What we have audited 
The Group financial report comprises: 

 the consolidated balance sheet as at 30 June 2018 

 the consolidated income statement for the year then ended 

 the consolidated statement of comprehensive income for the year then ended 

 the consolidated statement of changes in equity for the year then ended 

 the consolidated statement of cash flows for the year then ended 

 the notes to the financial statements, which include a summary of significant accounting policies and 

 the directors’ declaration. 

Basis for opinion  
We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under those 
standards are further described in the Auditor’s responsibilities for the audit of the financial report section of our 
report.  We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our opinion. 

Independence 

We are independent of the Group in accordance with the auditor independence requirements of the Corporations 
Act 2001 and the ethical requirements of the Accounting Professional and Ethical Standards Board’s APES 110 
Code of Ethics for Professional Accountants (the Code) that are relevant to our audit of the financial report in 
Australia. We have also fulfilled our other ethical responsibilities in accordance with the Code. 

Our audit approach  
An audit is designed to provide reasonable assurance about whether the financial report is free from material 
misstatement. Misstatements may arise due to fraud or error. They are considered material if individually or in 
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of the 
financial report. 



 

 

 
 

We tailored the scope of our audit to ensure that we performed enough work to be able to give an opinion on the 
financial report as a whole, taking into account the geographic and management structure of the Group, its 
accounting processes and controls and the industry in which it operates. 

 

 
 

Materiality 

For the purpose of our audit we applied an overall materiality of $1.8m, which approximates 5% of the Group’s 
loss before tax and before drug candidate milestone income. We selected this benchmark, based on our 
professional judgement, noting that: 

 loss before tax is a key benchmark against which the performance of the Group is commonly measured 
 we adjusted for drug candidate milestone income as it is an infrequently occurring item impacting profit  
 approximately 5% is within the range of commonly acceptable profit based thresholds. 

 
We applied this materiality threshold, together with qualitative considerations, to: 
 

 determine the scope of our audit and the nature, timing and extent of our audit procedures and 
 evaluate the effect of any identified misstatements on the financial report as a whole. 

Audit scope 

Our audit focused on:  
 subjective judgements made by the Group and 
 significant accounting estimates involving assumptions and inherently uncertain future events. 

Pharmaxis is a pharmaceutical research company with approved products in various markets around the world, 
and a drug discovery program dedicated to finding new treatments for patients in areas of high unmet clinical 
need. The accounting processes are structured around a group finance function at its head office in Sydney. Our 
audit procedures were predominately performed at Group head office in Sydney.  

 
Key audit matters  
Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of 
the financial report for the current period.  Amongst other relevant topics, we communicated the key audit 
matters to the Audit Committee. The key audit matters were addressed in the context of our audit of the financial 
report as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters. 
Further, any commentary on the outcomes of a particular audit procedure is made in that context.   

Key audit matter How our audit addressed the key audit matter 

Financial liability 
(Refer to note 17: $22.3m financing agreement)  

The Group has a financing agreement with NovaQuest 
Pharma Opportunities Fund III, LP (NovaQuest) under 
which Pharmaxis received US$20 million to support the 
continued development, manufacturing and 
commercialisation of Bronchitol for cystic fibrosis in the 
European Union (EU) and the United States of America 
(US).  The repayment amounts and timing of the 

 
Our audit procedures included: 

 reading the applicable executed contracts and 
checking that the basis and composition of the 
financing in the executed contracts was consistent 
with the accounting principles applied for the 
liability 

 assessing the assumptions of the quantum and 
timing of forecast sales in applicable territories 



 

 

 
 

Key audit matter How our audit addressed the key audit matter 
NovaQuest financing are dependent on the quantum and 
timing of forecast sales in territories covered by the 
agreement.  
 
The accounting for the NovaQuest financial liability was 
assessed as a key audit matter given: 

 the financial significance of the liability to the 
statement of financial position; and 

 the judgement applied by the Group in assessing the 
assumptions deriving the liability’s balance and 
associated finance costs, including forecast sales in 
territories covered by the agreement and timing of 
launch into these territories. 

 

within the financial liability calculations, including 
considering consistency with Group forecasts 

 examining bank statements for liability repayments 
 recalculating the principal financial liability 

calculations 
 comparing the exchange rates used in the financial 

liability calculations to market data 
 
We assessed the appropriateness of the Group’s 
disclosure in the financial report in light of the 
requirements of the Australian Accounting Standards. 

Other revenue and income recognition 
(Refer to note 3a)  

 
The Group has recognised some $42.1m of drug 
candidate milestone income in respect of payments 
received during the year in accordance with the Group’s 
contractual arrangements with Boehringer Ingelheim.  

The accounting for this item of income was assessed as a 
key audit matter given: 

 the financial significance to the result for the period; 
and 

 the judgment applied by the group in the assessment 
of the recognition of the milestone payments.  

 

 
 
 
 
Our audit procedures included: 
 

 reading the underlying contractual entitlements to 
develop an understanding of the obligations are 
linked to the cash received and reading board of 
director minutes and checking that the terms in 
the contract were consistent with the accounting 
revenue principles applied  

 examining bank statements for receipt of 
associated income 

 
We assessed the adequacy of the Group’s disclosures in 
the financial report in light of the requirements of the 
Australian Accounting Standards. 

 
Other information  
The directors are responsible for the other information. The other information comprises the information 
included in the Group’s annual report for the year ended 30 June 2018, but does not include the financial report 
and our auditor’s report thereon. Prior to the date of this auditor's report, the other information we obtained 
included the Director's report, Corporate Governance Statement, Operating and Financial Review and Prospects. 
We expect the remaining other information to be made available to us after the date of this auditor's report, 
including Shareholder Information and Corporate Directory. 

Our opinion on the financial report does not cover the other information and we do not and will not express an 
opinion or any form of assurance conclusion thereon. 

In connection with our audit of the financial report, our responsibility is to read the other information identified 
above and, in doing so, consider whether the other information is materially inconsistent with the financial report 
or our knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on the work we 
have performed on the other information that we obtained prior to the date of this auditor’s report, we conclude 
that there is a material misstatement of this other information, we are required to report that fact. We have 
nothing to report in this regard. 

When we read the other information not yet received as identified above, if we conclude that there is a material 
misstatement therein, we are required to communicate the matter to the directors and use our professional 
judgement to determine the appropriate action to take.  

Responsibilities of the directors for the financial report 
The directors of the Company are responsible for the preparation of the 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 financial report that gives a true 
and fair view and is free from material misstatement, whether due to fraud or error. 

In preparing the financial report, the directors are responsible for assessing the ability of the Group to continue as 
a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of 
accounting unless the directors either intend to liquidate the Group or to cease operations, or have no realistic 
alternative but to do so. 

Auditor’s responsibilities for the audit of the financial report 
Our objectives are to obtain reasonable assurance about whether the financial report as a whole is free from 
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. 
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance 
with the Australian Auditing Standards will always detect a material misstatement when it exists. Misstatements 
can arise from fraud or error and are considered material if, individually or in the aggregate, they could 
reasonably be expected to influence the economic decisions of users taken on the basis of the financial report. 

A further description of our responsibilities for the audit of the financial report is located at the Auditing and 
Assurance Standards Board website at: http://www.auasb.gov.au/auditors_responsibilities/ar1.pdf. This 
description forms part of our auditor’s report. 

Report on the remuneration report 
Our opinion on the remuneration report 
We have audited the remuneration report included in pages 8 to 17 of the directors’ report for the year ended 30 
June 2018. In our opinion, the remuneration report of Pharmaxis Ltd for the year ended 30 June 2018 complies 
with section 300A of the Corporations Act 2001. 

Responsibilities  
The directors of the Company are responsible for the preparation and presentation of the remuneration report in 
accordance with section 300A of the Corporations Act 2001. Our responsibility is to express an opinion on the 
remuneration report, based on our audit conducted in accordance with Australian Auditing Standards.  

 
 
PricewaterhouseCoopers 
 

 
 
Mark Dow 
Partner 
16 August 2018 
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