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Preliminary final report 
Year ending on 30 June 2011 

 
 
 
1. Reporting period 

The financial information contained in this report is for the year ended 30 June 2011.  
Comparative amounts are for the year ended 30 June 2010. 

 
2. Results for announcement to the market 
 

  

Current year 
reported amount 

$ 

 Change 
up/(down) 

from 
previous 

year 
$ 

Change 
up/(down) 

from 
previous 

year 
% 

2.1 Revenue from ordinary activities 120,921,285 120,156,370 15,708% 

2.2 Profit from ordinary activities after tax 
attributable to members 90,606,590 105,387,485 713% 

2.3 Net profit for the year attributable to 
members. 90,606,590 105,387,485 713% 

2.4 No dividends are being proposed or have been 
paid Nil Nil Nil 

 
3. Commentary related to the above results 

 Revenue from ordinary activities includes revenue from continuing operations of 
$19,257,822 and other income of $101,663,463.  Revenue from continuing 
operations includes commercialisation revenue of $14,609,186 (2010: nil) and 
interest revenue of $4,648,646 (2010: $739,786).  Included in other income is a 
gain made of $86,737,561 on the revaluation of the previously held investment in 
Angioblast Systems, Inc., when the remaining shares of Angioblast were 
purchased and it became a wholly owned subsidiary.  In addition, previously 
equity accounted losses of $14,873,899 were written back resulting in total other 
income of $101,611,460 being recorded on the acquisition of Angioblast. The 
remaining other income of $52,003 (2010: $19,629) relates to realised foreign 
exchange gains made during the year. 

 Profit from ordinary activities after tax attributable to members is largely made 
up of the revenue and other income items discussed above, after expenditure 
incurred for the development and commercialisation of the platform technology.  
Further information on the expenses can be found in note 2 in the accompanying 
preliminary financial report. 

 Net profit for the year attributable to members includes a tax charge of 
$1,634,914 for the year relating to revenue and expenses from operations 
incurred in Angioblast.  There is no resulting tax charge in the parent company 
which remains in a tax loss position. 
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4. Net tangible asset (NTA) backing per share 
 

 

Current year  

Previous 
corresponding 

period 
NTA backing per share 102.7 cents 24.2 cents 

 
 
5. Entities over which control was gained or loss during the period 

Mesoblast acquired Angioblast Systems, Inc. during the period, which was previously 
an associate of the Company.   Control over Angioblast was deemed to have passed 
on 12 November 2010, accordingly the financial results of the Group include the 
results of Angioblast from this date forward.  Refer note 14 in the notes to the 
financial statements for additional information. 

 
6. Other documents accompanying this Appendix 4E 

A copy of the review of operations and unaudited preliminary financial report for the 
year ending 30 June 2011 for Mesoblast Limited is attached and should be read in 
conjunction with this Appendix 4E. 

 
 
7. Audit status 

This report has been based on accounts which are in the process of being audited.  A 
copy of the unaudited preliminary financial report for the year ending 30 June 2011 is 
attached to this report.   

 



To date, over 130 patients have been treated with our cell 
products, with the earliest receiving our proprietary adult 
Mesenchymal Precursor Cells (MPCs) over five years ago.  
There have not been any cell-related adverse events. 

Therefore, we are building a growing body of clinical data  
which continues to support the safety profile of our 
technology. Additionally, we are accumulating significant 
evidence which indicates that our patented cells are 
highly effective in a growing number of clinical conditions 
of unmet medical need. 

Together, these features increase our confidence that we  
will obtain rapid product regulatory approvals for major 
commercial markets.

Major Accomplishments

The key financial highlights of the 2011 year were:

property for MPCs

 
a major global biopharmaceutical company, covering 
cardiovascular, neurologic and bone marrow products

The key operational highlights of the 2011 year were:

cover congestive heart failure, heart attacks and chronic 
angina 

and its selection for special presentation at the 
American Heart Association 2011 annual meeting

marrow transplantation

 
of our degenerative disc repair Phase 2 trial to 
complement ongoing spinal fusion Phase 2 trials

diseases, such as Type 2 diabetes and various 

Financial Snapshot

The full-year ended 30 June 2011 saw the Company with  

Mesoblast recorded total revenue and other income of  

Mesoblast has recently made a number of senior strategic 

programs, regulatory development and manufacturing 
across multiple jurisdictions, and new strategic business 
units.

 
be used wisely to take our suite of products through to full 
commercialization.

Significant Corporate Strengthening

capability by forming a strategic partnership with 
Cephalon to distribute certain of its products. Cephalon 

sales and marketing of Mesoblast’s cardiovascular and 
neurologic products, in addition to our bone marrow 
regeneration product in cancer patients. 

Phase 2 and Phase 3 trials needed to commercialize our 
broad-ranging product pipeline of stem cell products not 
already partnered with Cephalon. These include products 
for orthopedic indications such as degenerative disc 
disease and bone repair, products for diabetes and 

conditions of the lungs and other organs. 

For some of these products, Mesoblast intends to  
retain full commercial control and build out its own sales 
and marketing franchises. For others, where distribution  
is more challenging, such as diabetes and metabolic 
diseases, we may seek global commercial partners to 

Mesoblast is in a position of considerable strength. We have 
approximately $263 million in place to continue the strong pace of 
commercialization of our cutting edge technology platform.

2011 Directors’ Review of Operations
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Specific Components of the Strategic Alliance

We continue to work closely with Cephalon in the 
development and commercialization of our adult stem cell 
technology for cardiovascular and neurological conditions 
and for bone marrow augmentation.

 
 

as two independent companies pending clearances by 

We are greatly encouraged by Teva’s stated objective to 
strengthen its branded portfolio, its focus on branded 
products with blockbuster potential within Cephalon’s 
pipeline, and its deep diligence process prior to the 

respect for the strength of Mesoblast’s technology and 

pipeline of blockbuster products. 

The merged Cephalon/Teva global business will  
provide us with an international partner committed to 
progressively moving into high-margin specialty 
therapeutics. This is in alignment with our business model 
and we believe there will be numerous synergies that  

amalgamated entity. 

the strategic alliance. 

 1.  Teva will be bound by the terms of the 
commercialization agreement to make the agreed 

regulatory and clinical milestones are achieved

 2.  Teva will fund all of the Phase 2b and 3 clinical trials 
for cardiovascular and neurodegenerative diseases, 
as well as bone marrow transplantation, and the 

rights to selected Mesoblast products

sell finished product to our distribution partner.

As a world leader in the pharmaceutical industry, we 

going forward and that Mesoblast will benefit greatly from 

Commencement of Phase 3 Trial for Bone  
Marrow Transplantation Exemplifies 
Consistent Clinical Progress

proprietary adult stem cell technology for bone marrow 
transplantation. 

Our commercial goal is to make bone marrow 
transplantation a more accessible and safer option for 
critically ill patients who undergo chemotherapy to 

occurred within the minimum 30-day timeframe, is a 
significant achievement for Mesoblast, marking the first in  

our biologic therapies move towards commercial licensure 
approvals.

Cardiovascular Franchise: Congestive Heart 
Failure, Acute Myocardial Infarction, and 
Chronic Angina Represent a Massive Global 
Commercial Opportunity

Mesoblast is developing our “off-the-shelf” proprietary 
adult stem cell product Revascor™ as an innovative 
therapy for a broad-based cardiovascular franchise, 
including the treatment of congestive heart failure, acute 
myocardial infarction and chronic refractory angina. These 
indications represent multi-billion dollar annual revenue 
opportunities, particularly given the rapid uptake of proven 
cardiovascular therapies in first world countries.

Congestive heart failure is the number one cause of 

annually. The results of our Phase 2 trial in congestive 

partnership with Cephalon/Teva, we intend to commence 
a Phase 3 trial for this indication as soon as possible. 

heart failure trial results demonstrated that Revascor™ 
increased blood supply to damaged heart muscle and 
that the improved perfusion led to long-term reduction of 

death, heart attack, or coronary revascularization 
procedures). This was in stark contrast to the control 
patients who showed no improvement in perfusion.

Based on these positive results, and on preclinical trials 
showing that our stem cells can create new blood vessels 
in damaged heart muscle, we are now instigating Phase 2 
trials of Revascor™ for the treatment of both acute 
myocardial infarction and chronic refractory angina.
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Completion of Congestive Heart Failure Phase 
2 Trial: Strong Results Selected for Special 
Presentation by American Heart Association

After the end of the reporting period, we announced that  
our Phase 2 trial for congestive heart failure has been 
chosen by the American Heart Association to be featured 
at its 2011 annual conference in Orlando, Florida,  

 

premier global cardiovascular group of the strength of the 
Phase 2 trial results.

congestive heart failure have significantly worse survivals 

composite of “hard endpoints” which includes cardiac 
mortality when considering whether to approve a new 

closely emulate the study population of a Phase 3 trial, 
our Phase 2 trial aimed to capture patients at “high risk” 

 
has a high mortality risk.

 
congestive heart failure were reported in January. At that 

patient. Analyses of time-dependent hard efficacy 
endpoints showed that a single injection of Revascor™ 

compared with controls (p=0.01), decreased the overall 
monthly rate of cardiac-related hospitalizations by  

the controls were consistent with those seen in numerous 
other studies, indicating indeed that Revascor™ in this 

best standards of care. We look forward to having the 
Phase 2 results presented in their entirety at the American 

independent clinical trial investigators.

Spine Franchise: A Suite of Products for the 
Treatment of Degenerative Disc Disease, from 
Disc Repair to Spinal Fusion

For those with progressive, severe and debilitating pain 
due to ongoing progression of disc degeneration, the only 
option is major back surgery involving artificial disc 
replacement or spinal fusion. Both types of surgery are 
associated with significant risks, and the avoidance of 
surgery is a major objective of new treatments for 
degenerative disease of the spine. 

 
of our proprietary allogeneic stem cells into severely 
damaged intervertebral discs resulted in significant 
reversal of the degenerative process, regrowth of disc 
cartilage, and sustained normalization of disc pathology, 

 
a 100-patient Phase 2 trial of our minimally-invasive  
adult stem cell product for disc repair. The first minimally-
invasive lumbar disc procedure was successfully 
performed in mid-August, and lasted less  than  
20 minutes, with the patient fully awake and under light 
sedation. The patient was shortly discharged and there 
were no complications.

finds broad use in the non-surgical treatment of 
degenerative disc disease, this will represent a multi-
billion dollar annual revenue opportunity for the company. 

For patients with end-stage disc degeneration, there will 
always be need for spinal fusion surgery, with the 
standard therapy being hip bone autograft obtained from 

market of over 500,000 new patients annually in the 

Phase 2 trials for cervical and lumbar fusion. On product 

need for a second procedure, with its associated risk of 
infection and chronic hip pain. 

We reported that at three months of follow-up, 

bone bridging by CT scan, with reduction in mean pain 

the company progressing to Phase 3 trials for spinal 

maintained.

Systemic Diseases: intravenous Product to 
Target Diabetes and Metabolic Diseases, 
Lung Diseases, and Other Inflammatory/
Immunologic Conditions

tissue delivery, Mesoblast is developing an intravenous 
product formulation to target widespread systemic 

Preclinical sheep and non-human primate trials are 
ongoing to establish safety data in support of moving into 
the first Phase 2 clinical trials using our intravenous 
injection formulation. 

Type 2 diabetes represents a global epidemic and a 
massive market opportunity. We are confident, that based 
on earlier positive preclinical studies and on ongoing 
non-human primate trials, Type 2 diabetes will represent 
the first human condition targeted by our intravenous 
stem cell product. This represents a massive global 
commercial opportunity for the Company.



Robust Patent Suite

The Company’s product development strategy was further 
strengthened in May 2011 by novel composition of matter 

Mark Office in two distinct patent families to which 

Together with earlier composition of matter claims relating 
to Mesoblast’s proprietary Mesenchymal Precursor Cell 
technology platform, these new patents give Mesoblast 

sources, including dental pulp and adipose tissue (fat), in 
addition to bone marrow. 

The MPCs derived from dental pulp may be particularly 
effective for the treatment and prevention of neural 
degenerative diseases such as Alzheimer’s and 
Parkinson’s disease, as well as for dental applications 
such as regenerating teeth. Adipose-derived MPCs may 
have particular benefits for reconstructive surgery and 
cosmetic indications. 

The new patents are major assets that confer certainty, 
broaden the range of product offerings by the company, 
and significantly increase the commercial value of our 

for our adult stem cell products through a robust 
international patent portfolio is fundamental to our 
commercial strategy.

Global Recognition

publication, said the international jury’s choice of 

Award was judged on meeting award criteria including 
performance of the organization, role beyond the 

on policy making, fostering industry harmony and stature 
as a leader and visionary. 

underscores the company’s strong financial performance 
and global leadership in the field of regenerative medicine. 

We were also pleased to note that Mesoblast was the 

cent value over 12 months.

Positive Projections

Mesoblast’s leadership in the global regenerative 
medicine industry has been reaffirmed by the continuing 
accomplishments achieved in the 2011 financial year.

We have confirmed both the tremendous promise of our 
proprietary adult stem cells to treat major diseases, and 
the company’s commercial strength and ability to grow 
and profit through valuable alliances.

 

This is only the beginning of the Mesoblast story. 

Level 39, 55 Collins Street, Melbourne 
Victoria 3000 AUSTRALIA

275 Madison Ave 4th Floor 
New York, NY 10016 UNITED STATES

www.mesoblast.com



Preliminary Financial Report
for the year ended 30 June 2011

Contents Page

5



Consolidated Income Statement
for the year ended 30 June 2011

   Consolidated Parent

  Note 30 June 30 June 
   2011 2010 
   $ $

Revenue from continuing operations 

    

Expenses from continuing operations 2(c)  

    

    

Profits/(losses) per share from continuing operations  
attributable to the ordinary equity holders of the Group:  Cents Cents

The above consolidated income statement should be read in conjunction with the accompanying notes.



Consolidated Statement of  
Comprehensive Income
for the year ended 30 June 2011

   Consolidated Parent

  Note 30 June 30 June 
   2011 2010 
   $ $

    

Other comprehensive income   

 

 

Total comprehensive income/(loss) for the period

The above consolidated statement of comprehensive income should be read in conjunction with the accompanying notes.



Consolidated Statement of  
Changes in Equity
for the year ended 30 June 2011 

 
 
 
 
Parent

 
 
 
 

Note

 
 

Issued 
Capital  

$

 
Share  

Option 
Reserve  

$ 

Foreign 
Currency 

Translation 
Reserve  

$

 
 

Retained 
Earnings  

$

 
 
 

Total  
$

Balance at 1 July 2009

Profit/(Loss) for the year  
as reported in the 2010 
financial statements - - -

Other comprehensive income - - -

Total comprehensive profit/(loss)  
for the period - - 401,860 (14,780,895) (14,379,035)

Transactions with owners in their capacity as owners:

transaction costs 11 - - -

Fair value of share-based 
payment - - -

- -

Balance at 30 June 2010 87,949,316 5,175,760 420,004 (55,625,820) 37,919,260

Consolidated

Profit for the year - - -

Other comprehensive income -

Total comprehensive profit/
(loss) for the period 3,519,335 (3,519,335) (22,335,734) 90,606,590 68,270,856

Transactions with owners in their capacity as owners:

transaction costs - - -

- -

11 - -

- - -

- - -

Fair value of share-based 
payments - - -

- -

Balance at 30 June 2011 477,114,981 25,664,152 (21,915,730) 34,980,770 515,844,173



Consolidated Balance Sheet
as at 30 June 2011 

   Consolidated Parent

   30 June 30 June 
   2011 2010 
  Note $ $

Assets

Current Assets

Total Current Assets  

Non-Current Assets   

Total Non-Current Assets  

Total Assets

Liabilities   

Current Liabilities   

Total Current Liabilities  

Non-Current Liabilities   

Total Non-Current Liabilities  

Total Liabilities  

Net Assets  

Equity    

Total Equity  

The above consolidated balance sheet should be read in conjunction with the accompanying notes.



Consolidated Statement of Cash Flows
for the year ended 30 June 2011 

   Consolidated Parent

  Note 30 June 30 June 
   2011 2010 
   $ $

Cash Flows from Operating Activities

Net cash inflows/(outflows) in operating activities

Cash Flows from Investing Activities  

Net cash inflows/(outflows) in investing activities

Cash Flows from Financing Activities

Net cash inflows by financing activities

Net increase in cash and cash equivalents 

Cash and cash equivalents at end of year

10
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Preliminary Notes to the  
Financial Report
for the year ended 30 June 2011

1. INTRODUCTION

The financial report covers Mesoblast Limited (“Mesoblast”), a Group limited by shares whose shares are publicly traded on  

place of business as follows:

Registered office Principal place of business
 

 
Melbourne Melbourne

associated with the isolation, culture and scale-up of adult stem cells referred to as Mesenchymal Precursor Cells (“MPC”). 



   30 June 2011 30 June 2010 
   $ $

2. REVENUE AND EXPENSES FROM CONTINUING OPERATIONS

(a) Revenue from continuing operations

(b) Other income

Government grant revenue  -  5,500

(c) Expenses

Employee benefits

Depreciation and amortization of non-current assets

Other expenses

Finance costs   - -

12



3. SEGMENT INFORMATION

(a) Description of segments

Management has determined the operating segments presented here are those that are internally reported on a regular basis 
to the board of directors, who are ultimately responsible for the allocation of resources to those segments and for making 
strategic decisions for the Group.

Two reportable operating segments have been identified, the orthopedic and the non-orthopedic (primarily cardiovascular) 
segments, both which have distinct markets for which the MPC platform technology is currently being developed. 

(b) Segment information
    Cardiovascular  
   Orthopedic & non-orthopedic  Total

   $ $ $

Consolidated

30 June 2011

Net loss after tax includes the following items:   

Total segment assets 433,240 496,773,090 497,206,330

Total segment assets include:   

Total segment liabilities 1,506,999 244,871,301 246,378,300

Total segment liabilities include:   

13



3. SEGMENT INFORMATION CONTINUED

(b) Segment information continued
    Cardiovascular  
   Orthopedic & non-orthopedic  Total

   $ $ $

Parent

30 June 2010    

Total segment revenue 5,500 - 5,500

Net loss after tax includes the following items:   

Total segment assets include:   

Total segment liabilities include:   

   



3. SEGMENT INFORMATION CONTINUED

(c) Segment reconciliations

The following table reconciles each of the segment totals to the totals reported for the Group in the statement of comprehensive 
income and balance sheet. These reconciling items are not considered by the Group to be an operating segment as defined in 

running of the Mesoblast head office.
   Consolidated Parent

   30 June 2011 30 June 2010 
   $ $

Total segment revenue  116,272,649 5,500

   

Total segment net profit/(loss) after tax  97,628,194 (11,221,161)

Total segment assets  497,206,330 6,802,929

Unallocated:   

Total segment liabilities  246,378,300 1,133,773

Unallocated:   

(d) Other segment information

Transactions between segments are carried out at arm’s length.
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   Consolidated Parent

   30 June 2011 30 June 2010 
   $ $

4. EARNINGS PER SHARE

 
Weighted average number of ordinary shares used in calculating  

Weighted average number of ordinary shares and potential ordinary  

5. CASH AND CASH EQUIVALENTS

 



6. DEFERRED TAX ASSETS  Consolidated Parent

   30 June 2011 30 June 2010 
The balance comprises temporary differences attributable to:  $ $

 -

   Net operating  
  Share option losses and  
  tax deductions tax credits Total 
Movements $ $ $

At 30 June 2010 - - -

At 30 June 2011



7. INTANGIBLE ASSETS

   Patents,   
   trademarks Intellectual 
  Goodwill and other property Total 
  $  $  $  $

Parent

At 1 July 2009

Year ended 30 June 2010

At 30 June 2010

Consolidated

Year ended 30 June 2011

At 30 June 2011

^   Intellectual property acquired is the clinical development program of Angioblast and the patents granted which underpin these 
programs. The key patents granted are for worldwide exclusivity of the development and commercialisation of mesenchymal 
precursor cells (MPC’s) for use in the repair and regeneration of non-orthopedic indications.

^^  Intellectual property amortisation expenses are included in research and development expense in the consolidated statement  
of comprehensive income.



   Consolidated Parent

   30 June 2011 30 June 2010 
   $ $

8. DEFERRED REVENUE   

Opening balance  - -

9. DEFERRED TAX LIABILITIES   

(a) Deferred tax liabilities   

The balance comprises temporary differences attributable to:   

   

(b) Movements  Intellectual Property  Total 
   $ $

At 30 June 2010  - -

At 30 June 2011  127,817,393 127,817,393



   Consolidated Parent

   30 June 30 June 
   2011 2010 
   $ $

10. PROVISIONS

Provisions other(b)

(a) Movements   

Movements in each class of provision during the financial year, other than employee benefits, are set out below:
    Total  
    $

Provisions other(b)

Carrying amount at end of year – 30 June 2011   7,402,233

   

(b) Other provisions   

liability in the subsidiary financial statements.

11. ISSUED CAPITAL

  2011 2010 2011 2010 
  Shares Shares $ $
(a) Share capital

20



11. ISSUED CAPITAL CONTINUED

(b) Movements in ordinary share capital

Date Details Shares No. Issue price $

Opening balance

1,151,333

30,000 30,000

Quarter 1 2010

Quarter 1 2010 150,000

Quarter 2 2010

Quarter 2 2010

Quarter 2 2010 200,000

Transaction costs arising on share issues

Movement for the year

30 June 2010 Closing balance 154,880,556 87,949,316

sophisticated investors

 

100,000 120,000

15,000

Quarter 1 2011

Quarter 1 2011

Quarter 1 2011

Quarter 1 2011

Quarter 1 2011 15,000 30,000

Quarter 1 2011 100,000 213,000

Quarter 2 2011

Quarter 2 2011

Quarter 2 2011

Quarter 2 2011 100,000 120,000

Quarter 2 2011

Quarter 2 2011

Transaction costs arising on share issues

Movement for the year

30 June 2011 Closing balance

* shares issued to Cephalon as approved by shareholders at the Extraordinary General Meeting held 9th February 2011.
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11. ISSUED CAPITAL CONTINUED

(c) Ordinary Shares

shares held. At shareholders meetings each ordinary share is entitled to one vote when a poll is called, otherwise each 
shareholder has one vote on a show of hands. Ordinary shares have no par value and the company does not have a limited 
amount of authorized capital.

   Consolidated Parent

   30 June 30 June 
   2011 2010 
   $ $

12. RESERVES

(a) Reserves

(b) Reconciliation of reserves

Share-based payments reserve

Foreign currency translation reserve

 

Currency loss on translation of foreign operations net assets  ( ) -

(c) Nature and purpose of reserves

Share-based payment reserve

Foreign currency translation reserve
 

investment is disposed of.
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   Consolidated Parent

   30 June 30 June 
   2011 2010 
   $ $

13. CASH FLOW INFORMATION

(a) Reconciliation of cash and cash equivalents

(b) Reconciliation of net cash flows used in Operations with loss after income tax

Add/(deduct) profit and loss items as follows:   

Change in operating assets & liabilities:   

Net cash inflows/(outflows) used in operations  108,228,873 (9,657,662)
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14. BUSINESS COMBINATION

 

Business Combinations and the Group’s policy on principals of consolidation (note 1), 

    Preliminary Fair value 
    $

Purchase consideration 

 Fair value of previously held investment   105,020,352

The assets and liabilities recognised as a result of the business combination at fair value are as follows: 

(i) Acquisition-related costs

(ii) Revenue and profit contribution
 

 

(iii) Business combinations achieved in stages

15. SUBSEQUENT EVENTS

There are no events that have arisen after 30 June 2011 and prior to the signing of this financial report that would likely have a 
material impact on the financial results presented.


