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CHAIRMAN’S
REPORT

Itis my pleasure to present the Company’s Annual Report
for the year ended 30 June 2023, a year where Vectus
achieved a significant number of milestones, commencing
with the September 2022 finalisation of the Phase la
human safety clinical trial in collaboration with the
Nucleus Network in Melbourne and Syneos Health.

The Company’s lead cardiovascular candidate,

VBOO0O04, is supported by a broad portfolio of issued
patents. Vectus’ strategy is to develop and perform early
validation of its drug candidates to the point where

they become commercially attractive to potential
pharmaceutical partners.

In the past two years the Company has successfully
completed the good manufacturing practice work on
VBOO0O04, which has progressed from pre-clinical and
toxicology trials into a Phase | human clinical trial.

In September 2022 Vectus announced to the market

that it had completed all protocol requirements of both
the Single Ascending Dose (S.A.D.) and the Multiple
Ascending Dose (M.A.D.) segments of its first-in-

human trial. The Trial Safety Committee reviewed data
from all five planned S.A.D. cohorts as well as all three
planned M.A.D. cohorts. The Phase la trial established an
impressive safety profile for VBOOO4, with a maximum
tolerated single dose of 300mg and no significant adverse
events seen in the M.A.D. studies at 10mg, 30mg or 100mg
administered daily over a 14-day period. Also established
are consistent pharmacokinetics of six-to-eight hours

to achieve maximal plasma concentration and a half life

in excess of 10 hours. The completion of the Phase la

trial is a significant milestone in proving the safety of the
Company’s antifibrotic / antihypertensive drug, and is
particularly pleasing as Vectus moves towards the next
phase of testing of a compound that can have a significant
and widespread, global positive impact on disease, the
pathology of which has many aetiologies.

The Company’s drug library covers over 1,000 compounds
and Vectus has selected additional emerging leads to
more specifically address liver fibrosis (VB4-A32) and lung
fibrosis (VB4-A79). The Company’s drug candidates have
the potential to attract first-in-class status and therefore
the potential for higher levels of re-imbursement on the
basis of being innovator compounds that address unmet
needs. Vectus’ drugs are targeting some of the largest
pharmaceutical franchises in the world. Fibrotic diseases
can account for up to 40% of the world’s current mortality
rate. The Company’s initial human clinical trial targeted
the validation of safety and tolerance. Further studies

are examining the efficacy of VBOOO4 to treat various
conditions that cause damage in the cardiovascular
system. Vectus continues its research into the possible
opportunity to target the fibrotic damage resulting, in
some cases, from COVID-19. VBO0OO4 has the potential
for its orally-active small molecules to play a role in this
unmet need.

COMMERCIALISATION

Since the successful completion of the Phase la human
trial, the Company is increasing its dialogue with some

of the world’s leading pharmaceutical companies and
regional mid-sized firms. Vectus’ strategy is to develop
and perform early validation of its drug candidates to the
point where they will become commercially attractive

to potential pharmaceutical partners. The Company’s
objective is then to partner with one or more companies
via a licencing programme, focusing initially on VBOOOA4.
The additional compounds also present an attractive
commercial opportunity for Vectus and clinical success
in any one of the Company’s compounds is likely to
generate increased interest by pharmaceutical companies.
Today there is a rapidly evolving interest in the franchises
and disease states that Vectus addresses. Particularly

in Asia, liver fibrosis represents an important market
because of the significance of hepatitis in this region.
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Whilst new drugs have become available to deal with
this viral infection, they do not reverse existing damage
and, in many cases, the fibrosis can be progressive.
The Company’s compound ideally complements these
new drugs by potentially arresting progression and
reversing damage in a clinically-significant way.

This represents, both socially and financially, a very
large unmet need, and could be a transformational
therapy of great significance.

Vectus’ Accugen platform has been instrumental in the
development of the Company’s lead compounds and
library, and further significant advancements have been
made over the last 12 months. The technology comprises
reagents and software that quantitate polymerase chain
reactions (qPCR). Vectus continues discussions in relation
to the introduction of its consumables and software into
the gPCR market. This novel and well-patented platform
is 100% owned by the Company.

INTELLECTUAL PROPERTY PORTFOLIO

Vectus’ portfolio of granted patents increasingly affords
the Company a potentially-leading position in treating
fibrotic disease. Vectus believes that its proprietary
small molecules will be well positioned as first-in-class
therapeutics with attractive reimbursement and long
patent protection. The Company’s patent portfolio
encompasses claims covering compositions of matter,
methods of use and methods of manufacture. Patents
have been filed, and secured, in all major jurisdictions
and in a number of minor, but strategically important,
jurisdictions. For patents covering mimetics directly
relevant to Vectus’ drug development programme, the
remaining patents have lives ranging from 11 to 14 years,
excluding any patent term extension (up to five years)
that may apply following registration of a pharmaceutical
product with relevant regulatory authorities.

Chairman’s Report

PEOPLE

The Board’s sincere gratitude goes to Dr Karen Duggan
and her team for their work during the past year in moving
VBOO0OO04 through the important Phase la stage during

a period of unprecedented medical challenges due to
COVID-19. Thank you for the efforts and guidance from
the Board members in working towards success and
growth for the Company. Vectus’ shareholders have been
active in their support during this exciting phase of the
Company’s development. We look forward to progressing
our activities and growth with the objective of contributing
in a meaningful way to society, patients, our stakeholders
and the delivery of improved healthcare worldwide.

e

Dr Ronald Shnier
Non-Executive Chairman




REVIEW OF
OPERATIONS

Vectus Biosystems Limited (Vectus or the
Company) is pleased to report on its results
for the year ended 30 June 2023.

OVERVIEW

Vectus has developed and successfully patented a
range of novel compounds for the treatment of fibrosis
across the key organs in the cardiovascular system.
These include four of the most significant diseases in
the fibrotic franchise, namely heart, kidney, liver and lung
diseases. In recent years Vectus has completed a range
of successful pre-clinical and toxicological studies of

its lead compound VBOOO4, which is aimed at treating
the loss of functional tissue to fibrosis or scarring, and
which also reduces high blood pressure. The Company
has completed its Phase la human studies, which were
conducted in Australia, which is recognised as one of
the most rigorous regulatory environments globally.

In the 2022-23 financial year Vectus continued to
successfully progress its clinical, pre-clinical and research
activities. The trial site for Phase la was the Nucleus
Network (Alfred Hospital Melbourne) and, the Single
Ascending Dose (S.A.D.) and Multiple Ascending Dose
(M.A.D.) components were completed in the third quarter
of 2022, and reported to ASX on 14 September 2022.
The five planned S.A.D. cohorts were completed, with no
significant adverse events reported. The S.A.D. segment
of the trial involved doses ranging from two milligrams in
Cohort 1to 300 milligrams in Cohort 5. On 14 September
2022 the Company also announced that the third and
final segment of its first-in-human M.A.D. trial had been
completed, with no significant adverse events reported,
adding again to the impressive safety record of VBOOOA4.

Vectus now has VBOOO4 in a Phase Ib Clinical Human
Trial. It has appointed Scientia Clinical Research as an
additional trial site in Sydney to the Nucleus Network
site in Melbourne. Two patients with mild to moderate
hypertension and low cardiovascular risk have completed
the 28-day study period of the Phase Ib clinical trial

for VBOOO4, the seven-day wash out period and the
follow-up visit at day 35. No significant adverse events
were reported, which provides further evidence of the
impressive safety profile of VBOOO4. The Company
has retained the services of HealthMatch, a clinical trials
recruitment firm, to assist in the ongoing recruitment of
subjects for its Phase Ib clinical trial.

VBOOO4 represents a first-in-class drug aimed at not
only impacting disease progression, but indeed reversing
existing disease which potentially represents a significant
medical and commercial breakthrough. Fibrosis is the
process that causes organ failure in damaged or diseased
hearts, lungs and kidneys. Vectus is also continuing

its research into the possible opportunity to target the
fibrotic damage resulting, in some cases, from COVID-19.

OTHER COMPOUNDS

The Company has performed detailed investigation of
the mechanisms involved in the development of hepatic
fibrosis in the rat models of fibrosis. The data obtained
demonstrate multiple and significant parallels with human
disease. The detailed mechanism of action information
has led to understanding how VB4-A32 has the potential
to reverse hepatic fibrotic damage via several novel
mechanisms. Work continues on pulmonary fibrosis and
VB4-AT9, the molecule that Vectus has found reverses
fibrosis in the bleomycin-treated rat (the most commonly
used animal model of pulmonary fibrosis). Now that the
Phase la clinical trial has confirmed the pre-clinical safety
profile of VBOOO4 in humans, the Company is in a position
to accelerate progress with its other compounds, such as
VB4-A32, to GMP synthesis and Investigational New Drug
toxicology studies in preparation for human Phase |
clinical trials.

In the laboratory, work has continued on the emerging
leads VB4-A32 (hepatic fibrosis), VB4-A79 (pulmonary
fibrosis) and VB4-P5 (renal fibrosis), as well on the most
suitable analogues from Vectus’ library for dementia and
cancer treatments.
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INTELLECTUAL PROPERTY PORTFOLIO

The Company continues to successfully grow and
consolidate its intellectual property portfolio, both in
terms of scope and the increasing number of granted
patents targeting high-value unmet needs across
multiple disease states in major international territories.

During the recent financial year a number of additional
patents were granted. The patent covering the VB4-A32
and related compounds for the treatment of liver disease
was granted in Canada and India. The patent for the

D group of compounds and their application in the
management of pulmonary fibrosis was granted in India.
The patent for VBO0O02, VBOOO3 and VBOOO5, and related
compounds has now been granted in both Japan and the
People’s Republic of China. Lastly, the patent that covers
the method of synthesis for VBOOO4 has been granted in
Brazil. The patent for the D group of compounds and their
application in the management of pulmonary fibrosis was
granted in both Canada and China. The patent for the P
group of compounds with indications for liver and renal
fibrotic disease was also granted in China.

ACCUGEN

Vectus has developed technology aimed at improving the
speed and accuracy of measuring the amount of DNA and
RNA in samples tested in laboratories. The technology,
called Accugen, is owned by the Company’s wholly-owned
subsidiary, Accugen Pty Limited. The technology offers

a time, cost and accuracy benefit compared to currently-
available systems. Vectus’ current stage of investment

in Accugen is a commercialisation programme that may
include direct sales, distribution partnerships and licencing
opportunities. During the 2022-23 financial year the
Company continued its work to enhance its technology,
consisting of AccuCal™ and RealCount™ software.
Activities in Vectus’ commercialisation have broadened
the potential market for the Accugen product to include
using these two software products for applications related
to food safety and diagnostic testing, which is a large and
growing market. The Accugen reagent (AccuCal-D™) and
software evaluation by internationally-renowned research
groups continue for possible utility in diagnostic tests.

Review Of Operations

New and more sensitive assays have been developed.
They allow detection of pork contamination in other meat,
an important test for both Halal and Kosher food supplies.
These assays will rely on an updated version of the
RealCount™ software, which is being developed.

PHARMACEUTICAL COMPANY ENGAGEMENT

The Company participated in both the NSW Government
delegation to Bio 2023 and the Austrade BIO23 Advance
Australia Delegation held in Boston in the USA in June
2028. The Austrade delegation provided opportunities to
meet with various potential partners in the biotech space
from both the Boston area and the north east of the USA
more generally. The NSW Government delegation provided
Vectus with the opportunity to participate in the partnering
sessions of BIO23. As a consequence, the Company was
able to meet with European, US, Japanese and Chinese
pharmaceutical firms, as well as veterinary pharmaceutical
companies to pursue possible partnering discussions.

Now that the Phase la human trials have been finalised,
Vectus has accelerated its dialogue concerning VBOO0O4
with some of the world’s leading pharmaceutical companies
and regional mid-sized firms. The Company continues to
receive enquiries from industry participants who recognise
the significant potential of Vectus’ novel anti-fibrotic
compounds. Feedback from multiple levels of the industry
indicates the potential for significant transactions now

that completion of a successful Phase la human trial for
VBOOO0O4 has been achieved by the Company.

FINANCE

Vectus’ expenditure in the 2022-23 financial year was
predominantly incurred on the human Phase la and Ib
Clinical Trials, and advancing the library of the Company’s
other drugs. The yield from the good manufacturing
practice (GMP) production of VBOOO4 has been further
validation of the attractive cost per dose of Vectus’ orally
administered compound. The Company’s strategy is to
develop and perform early validation of its drug candidates
to the point where they become commercially attractive
to potential pharmaceutical partners.




The Group, being Vectus and Accugen, incurred a loss for
the year after income tax of $3,448,860 in the year ended
30 June 2023 (2022: $3,993,775). Operating expenses
were $4,803,395 in the 2022-23 financial year compared
to $5,293,856 in the 2021-22 financial year.

During the year Vectus raised $4,600,571 from a share
placement, a share purchase plan (SPP) and from the
exercise of options. On 2 December 2022 the Company
announced that it had issued 4,566,337 new fully paid
ordinary shares to a range of sophisticated investors under
the share placement announced on 23 November 2022.
The issue was completed at a price of $0.80 per share and
raised $3,653,070 before costs. On 28 December 2022
Vectus announced that it had issued 871,875 new fully
paid ordinary shares to its shareholders under an SPP, the
terms of which were set out in the SPP Booklet released to
ASX on 2 December 2022. The issue was completed at a

price of $0.80 per share and raised $697,500 before costs.

On 28 December 2022 the Company issued 500,000
new fully paid ordinary shares on the exercise of 500,000
options at an exercise price of $0.50 per option, which
raised $250,000.

Vectus received $1,208,000 as a research and
development (R&D) refund from the Australian Taxation
Office (ATO) in March 2023 for expenditure for the year
to 30 June 2022. The Company forecasts the receipt

of $1,240,000 in the December 2023 quarter as its R&D
refund from the ATO for R&D expenditure for the year
ended 30 June 2023 and is accruing receivables on R&D
expenditure for the 2023-24 financial year.

SUMMARY

Vectus today has a broad portfolio of granted IP and a drug
library of over 1,000 small compound drug candidates.
During the year the Company achieved positive outcomes
in the S.A.D. and M.A.D. segments of the human Phase la
clinical trials and is progressing with the Phase Ib trials.
The Company believes that VBO0O04 and the additional
emerging leads have the potential to address large-scale,
unmet medical needs, and drive improved healthcare in
some of the most significant pharmaceutical franchises
today. Importantly, the Company has demonstrated that
VBOOO4 has been successfully manufactured at a low
cost, and efficiently at multiple GMP sites to date. The
Company is exploring additional potential indications for
VBOO0O04 and other candidates in our library, which may
further expand the commercial opportunity for these
patented and propriety orally-dosed therapeutics.

Vectus remains in active dialogue with potential trade
partners, with the potential for a series of international
licencing opportunities.
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DIRECTORS’
REPORT

The Directors of Vectus Biosystems Limited
present their Report together with the financial
statements of the consolidated entity, being
Vectus Biosystems Limited (the Company) and
its controlled entity (the Group) for the year
ended 30 June 2023.

DIRECTORS' DETAILS

The names of the Directors in office at any time
during, or since, the end of the year are:

Ronald Shnier
Maurie Stang
Karen Duggan
Susan Pond

Peter Bush - Director until 23 November 2022

REVIEW OF OPERATIONS AND
FINANCIAL RESULTS

The consolidated loss after tax of the Group for the
2023 financial year amounted to $3,448,860 (2022:
loss $3,993,775).

For a comprehensive review of the Group's operational

performance, refer to the attached Review of Operations.

A review of the Group's operations during the financial
year and the results of those operations are as follows:

+ The Group's operations during the financial year
performed as expected in the opinion of the
Directors; and

+ No significant change in the nature of these activities
occurred during the financial year.

PRINCIPAL ACTIVITIES

During the financial year the principal continuing activities
of the Group consisted of:

* Medical Research and Development

MATTERS SUBSEQUENT TO THE END OF THE
FINANCIAL YEAR

No matters or circumstances have arisen since the end

of the financial year which significantly affected or may
significantly affect the operations of the Group, the results
of those operations, or the state of affairs of the Group in
future financial years.

LIKELY DEVELOPMENTS AND EXPECTED
RESULTS OF OPERATIONS

Likely developments in the operations of the Group
and the expected results of those operations in future
financial years have not been included in this Report
as the inclusion of such information is likely to result in
unreasonable prejudice to the Group.

SIGNIFICANT CHANGES IN THE STATE
OF AFFAIRS

On 7 September 2022, the Company issued a total of
763,529 shares as follows:

680,000 shares were issued to two convertible
noteholders following conversion of 680,000 convertible
notes at a price of $0.50 per note. Interest at 6% per
annum was paid to these note holders by issue of 83,529
shares calculated at $0.77 per share (Refer Financial
Statements Note 13).

On 28 September 2022, the Company issued a total of
10,218,207 shares as follows:
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8,940,000 shares were issued to two convertible
noteholders following conversion of 8,940,000 convertible
notes at a price of $0.50 per note. Interest at 6% per
annum was paid to these note holders by issue of 1,278,207
shares calculated at $0.668 per share (Refer Financial
Statements Note 13).

On 2 December 2022, Company issued 4,566,337

shares to a number of sophisticated investors under

the placement announced on 23 November 2022. The
issue was completed at a price of $0.80 per share, and
raised $3,653,070 before costs. The net proceeds of the
placement will be used to accelerate the phase 1b clinical
trial of VBOOO4, which targets the prevention and reversal
of fibrosis in the heart and kidneys. Proceeds will also be
used to advance Vectus' other emerging lead compounds
and for working capital.

On 28 December 2022, Company allotted 871,875 shares
under its Share Purchase Plan (SPP) to 44 participating
shareholders. The details of SPP was announced to

ASX on 23 November and 2 December 2022. The issue
was completed at a price of $0.80 per share and raised
$697,502. The proceeds will be used to accelerate the
phase 1b clinical trial of VBOOO4, which targets the
prevention and reversal of fibrosis in the heart and
kidneys. Proceeds will also be used to advance Vectus'
other emerging lead compounds and for working capital.

On 28 December 2022, Company allotted 500,000 shares
upon exercise of 500,000 options with an exercise price of
$0.50 to a consultant. The options were issued on 27 July
2020 and the funds of $250,000 from the exercise were
received prior to the expiry date of 24 December 2022.

Other than those stated above, there have been
no significant changes in the state of affairs of the
consolidated entity during the year ended 30 June 2023.

Directors’ Report

DIVIDENDS
There were no dividends paid during the year.

There were no dividends or distributions recommended or
declared for payment to members during the year that have
not been paid or credited to the member throughout the year.

ENVIRONMENTAL REGULATION

The Group is not subject to any significant environmental
regulation under Australian Commonwealth or state law.

INDEMNITY AND INSURANCE OF OFFICERS
AND AUDITORS

The Company has indemnified the directors and executives
of the Group for the costs incurred, in their capacity as a
director or executive, for which they may be held personally
liable, except where there is a lack of good faith.

During the financial year, the Company paid a premium
in respect of a contract to insure the Directors and
executives of the Group against a liability to the extent
permitted by the Corporations Act 2001. The contract
of insurance prohibits disclosure of the nature of liability
and the amount of the premium.

INDEMNITY AND INSURANCE OF AUDITOR

The Company has agreed to indemnify the auditor, UHY
Haines Norton, to the extent permitted by law.

PROCEEDINGS ON BEHALF OF THE COMPANY

No person has applied for leave of the Court to bring
proceedings on behalf of the Company or intervene in

any proceedings to which the Company is a party for the
purpose of taking responsibility on behalf of the Company
for all or any part of those proceedings.

The Company was not a party to any such proceedings
during the year.




BOARD OF DIRECTORS AND COMPANY SECRETARY

Vectus Biosystems Limited’s (Vectus or the Company) Board has a broad range of experience in
drug research and development, and early stage biotech companies, capital markets, financial
and scientific expertise.

Dr Ronald Shnier
Non-Executive Chairman

Dr Ronald Shnier completed his radiology fellowship at Royal Prince Alfred Hospital (RPAH) before undertaking his
neuroradiology fellowship at RPAH in 1989 and musculoskeletal fellowship at the University of California Los Angeles
(UCLA) in 1991. He was a consultant specialist at RPAH between 1990 and 1993. Dr Shnier started one of Australia’s
first Private MRI practices in 1991 before becoming General Manager of Mayne’s Diagnostic Imaging in 2007 and was
its National Director for many years. He has served on several international MRI advisory boards. Dr Shnier has a strong
involvement in clinical research, and has lectured both in Australia and overseas. He is currently the Chief Medical
Officer of I-MED Radiology network.

Directorships held in other listed entities in the past three years: none

Appointed to the Board: 2 September 2015

Mr Maurie Stang
Non-Executive Deputy Chairman

Mr Maurie Stang has more than three decades of experience building and managing companies in the healthcare and
biotechnology industry in Australia and internationally. His strong business development and marketing skills have
resulted in the successful commercialisation of intellectual property across global markets.

Directorships held in other listed entities in the past three years: A member of the Board of Nanosonics Limited
(ASX:NAN) from 14 November 2000 until 18 November 2022, Non-Executive Chairman from when NAN listed on

15 May 2007 until 1 July 2022, and Deputy Chairman of NAN from 1 July 2022 until 18 November 2022. Non-Executive
Chairman of Aeris Environmental Ltd (ASX:AEI) since 24 July 2002.

Appointed to the Board: 12 December 2005

Dr Karen Duggan
Executive Director and Chief Executive Officer

Dr Karen Duggan is a founder of the Company. She was formally director of the Hypertension. Service — South Western
Sydney Area Health Service (SWSAHS), and is the immediate past chair of the National Blood Pressure and Vascular
Disease Advisory Committee. Dr Duggan was also a member of the Cardiovascular Health Advisory Committee of

the National Heart Foundation of Australia, the Post-Acute Stroke Guidelines Advisory Committee of the Australian
Government Department of Health and Aging and the Cardiovascular Clinical Expert Reference Group of the NSW
Department of Health. In Dr Duggan’s role as Director of the Hypertension Service SWSAHS she was responsible for
managing a multidisciplinary team (medical, nursing, laboratory and administrative staff), as well as developing and
implementing new and innovative strategies in patient care within SWSAHS. The Hypertension Service participated

in a number of clinical trials of both new therapeutics as well as evaluation of new diagnostic devices.

Directorships held in other listed entities in the past three years: none

Appointed to the Board: 4 September 2006
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Dr Susan Pond
Non-Executive Director

Dr Susan Pond AM (MD, DSc, FRACP) has a strong scientific and commercial background, having held executive positions
in the biotechnology and pharmaceutical industry for 12 years, including as Chairman and Managing Director of Johnson
& Johnson Research Pty Limited (2003 to 2009). Dr Pond has held many Board positions such as: Non-Executive
Director and Chairman of AusBiotech Limited (2006 to 2008); Director of the Australian Nuclear Science and Technology
Organisation (ANSTO) (2010 to 2014); Board member of Innovation Australia (2012 to 2015); and Vice President of the
Academy of Technological Sciences and Engineering (ATSE) (2010 to 2015). She is a Fellow of ATSE, the Australian
Institute of Company Directors, and the Academy of Health and Medical Sciences. Dr Pond obtained specialist clinical
credentials in internal medicine, clinical pharmacology and clinical toxicology, and held academic appointments at the
University of California in San Francisco and the University of Queensland before joining industry.

Directorships held in other listed entities in the past three years: Non-Executive Director of Biotron Limited (ASX:BIT)
since 7 March 2012.

Appointed to the Board: 4 May 2016

Mr Peter Bush
Non-Executive Director

Mr Peter Bush (BCom, CA) previously acted as the Chief Financial Officer and Company Secretary of Vectus and of Accugen
Pty Limited. He is an experienced senior executive having held C-suite (CEO/CFO) and Director (Executive/Non-Executive)
roles in various Public (ASX/Unlisted) and Private entities in Australia, the USA, Europe and Asia (Singapore). Mr Bush began
his career working for five years at BDO, a global accounting and consulting firm, and has since then spent over two decades
in industry, predominantly focussed on technology commercialisation, strategy, global expansion and financing, including
numerous Initial Public Offerings, private and follow-on rounds. He holds a degree in Commerce from Macquarie University
and a graduate diploma in Chartered Accounting from the Institute of Chartered Accountants in Australia.

Directorships held in other listed entities in the past three years: Alternate Director of Aeris Environmental Ltd (ASX:AEI)
until November 2020

Appointed to the Board: 9 July 2015; Director until 23 November 2022

Mr Robert Waring
Company Secretary

Mr Robert Waring (BEc, CA, FCIS, FFin, FAICD) has over 40 years’ worth of experience in financial and corporate roles,
including over 30 years in Company Secretarial roles for ASX-listed companies, and over 20 years as a Director of ASX-
listed companies. Mr Waring has significant company secretarial experience for both listed and unlisted companies,
and is currently serving as Company Secretary for ASX-listed companies Aeris Environmental Ltd and Xref Limited.

He is a Director of Oakhill Hamilton Pty Ltd, which provides secretarial and corporate advisory services to a range of
listed and unlisted companies. Appointed as Company Secretary on 9 July 2015.

Directors’ Report




MEETINGS OF DIRECTORS

The number of meetings of the Company's Board of Directors (the Board) and of each Board committee held during the
year ended 30 June 2023, and the number of meetings attended by each Director / Committee member were:

Audit Remuneration

C t R&D and
Board of and Risk and orporate a_n
. L Governance Innovation
Directors Management Nomination ) )
i i i Committee Committee
Meetings Committee Committee i i
i i Meetings Meetings
Meetings Meetings
Number of meetings held 1 3 3 1 -
Number of meetings attended
Ronald Shnier 9 N/A 2 N/A -
Maurie Stang 1 3 3 N/A N/A
Karen Duggan 1 N/A N/A 1 -
Peter Bush* 3 1 N/A 1 N/A
Susan Pond 1 3 3 1 -

*On 23 November 2022 Peter Bush ceased to be a Director of the Board, the Chair of the Audit and Risk Management
Committee, and a member of the Corporate Governance Committee.

In addition to the above meetings: the Board and senior executives conduct formal management meetings, and the

Non-Executive Directors meet when necessary.

COMMITTEE MEMBERSHIP

As at the date of this report, the Company had an Audit and Risk Management Committee, a Corporate Governance
Committee, a Remuneration and Nomination Committee, an R&D and Innovation Committee, and a Disclosure

Committee of the Board of Directors. Members acting on the Committees of the Board are:

Audit and Risk Remuneration and
Management Committee Nomination Committee
Susan Pond (Chair) Maurie Stang (Chair)
Maurie Stang Ronald Shnier

Susan Pond

Disclosure Committee

Made up of three Directors, which would normally be the
Chairman (Ronald Shnier), a Non-Executive Director and
the Executive Director (Karen Duggan). This Committee
approves ASX announcements when the full Board is
not available.

Corporate Governance R&D and

Committee Innovation Committee
Susan Pond (Chair) Susan Pond (Chair)
Karen Duggan Karen Duggan

Ronald Shnier
SHARE REGISTRY

Boardroom Pty Limited

GPO Box 3993

Sydney, NSW 2001

Tel: +612 9290 9600

Fax: +612 9279 0664

Email: enquiries@boardroomlimited.com.au
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AUDITOR'S INDEPENDENCE DECLARATION
UHY Haines Norton continues in office in accordance with section 327 of the Corporations Act 2001.

A copy of the auditor's independence declaration as required under section 307C of the Corporations Act 2001 is
set out on page 23.

OFFICERS OF THE COMPANY WHO ARE FORMER AUDIT PARTNERS OF UHY HAINES NORTON

There are no officers of the Company who are former audit partners of UHY Haines Norton.

CORPORATE GOVERNANCE

Vectus Biosystems Limited’s Corporate Governance Statement and ASX Appendix 4G are released to ASX on the same
day the Annual Report is released.

The Company's Corporate Governance Statement, and Corporate Governance Compliance Manual, can both be found on
the Company’s website at: http://www.vectusbiosystems.com.au/investor-centre/corporate-governance.

DIRECTORS’ INTERESTS

Options or rights

Ordinary Shares
. over ordinary shares

Ronald Shnier 345,791 -
Maurie Stang 4,889,452 316,000
Karen Duggan 3,278,600 -
Susan Pond 40,250 -

Peter Bush - Director until 23 November 2022,
therefore number of shares held as 105,200 -
at 23 November 2022 is disclosed

Directors’ Report




REMUNERATION REPORT
(AUDITED)

KEY MANAGEMENT PERSONNEL (KMP)

The key management personnel of the Company
comprises the Directors only as follows:

Ronald Shnier
Maurie Stang
Karen Duggan
Susan Pond

Peter Bush - Director until 23 November 2022

REMUNERATION POLICIES

Details of Vectus’ remuneration policies and practices,
together with details of Directors’ and Executives’
Remuneration, are as follows:

a. Overview of remuneration structure:

The objective of the Company’s executive reward
framework is to ensure reward for performance is

competitive and appropriate for the results delivered.

Processes have been established to ensure that the

levels of compensation and remuneration are sufficient
and reasonable, and explicitly linked to the achievement
of personal and corporate objectives. The short and
long-term incentive plans are specifically aligned to
shareholder interests.

Vectus’ Remuneration and Nomination Committee
advises the Board on remuneration policies

and practices generally, and makes specific
recommendations on remuneration packages and
other terms of employment for staff, including
Directors and Senior Managers of the Company.
The Committee has access to the advice of
independent remuneration consultants but has not
used their services during the year.

. Non-Executive Directors:

Payments were made during the year to Non-Executive
Directors for their services. This is reviewed annually.

. Executives

The objective of Vectus’ executive reward system

is to ensure that remuneration for performance is
competitive and appropriate for the results delivered.
Executive pay structures include a base salary and
superannuation. In addition, executives and senior
managers can participate in the Employee

Incentives Plan.
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EQUITY HOLDING TRANSACTIONS

The movement during the reporting period in the number of ordinary shares in Vectus Biosystems Limited held directly,
indirectly, or beneficially by each specified Director and specified executive including their personally-related entities,

are as follows:

2023 Number held 30 Acquired Sold Number held 30
June 2022 during year during year June 2023

Ronald Shnier 308,291 37,600 - 345,791
Maurie Stang 2,591,000 2,298,452 - 4,889,452
Karen Duggan 3,278,600 - - 3,278,600
Peter Bush* 105,200 - - 105,200
Susan Pond 21,500 18,750 - 40,250
6,304,491 2,354,702 - 8,659,193

2022 Number held 30 Acquired Sold Number held 30
June 2021 during year during year June 2022

Ronald Shnier 100,000 208,291 - 308,291
Maurie Stang 2,575,039 15,961 - 2,691,000
Karen Duggan 3,278,500 - - 3,278,500
Peter Bush* 105,200 - - 105,200
Susan Pond 21,500 - - 21,500
6,080,239 224,252 - 6,304,491

*Director until 23 November 2022, transactions included only to that date. 105,200 shares were held by Peter Bush
as at the date he ceased to be a Director (23 November 2022).
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TRANSACTIONS WITH DIRECTORS AND DIRECTOR RELATED ENTITIES

A number of specified directors, or their personally-related entities, hold positions in other entities that result in them

having control or significant influence over the financial or operating policies of those entities.

A number of these entities transacted with the Company in the reporting period. The terms and conditions of those

transactions were no more favourable than those available, or which might reasonably be expected to be available, on

similar transactions to unrelated entities on an arms length basis.

Details of these transactions and outstanding balances are shown below:

Regional Health Care Group Pty Ltd $2023 $2022
Corporate and administration services mer 128,269
Current payables 70 15,688

Regional Corporate Services Pty Ltd

Corporate and administration services 87,089

Current payables 5,378

Maurie Stang is a director and shareholder of Regional Healthcare Group Pty Ltd and Regional Corporate Services Pty Ltd.

Aeris Environmental Ltd $2023 $2022

Accounting services received - 24,552

Current payables - 12,916
Maurie Stang is a director and shareholder of Aeris Environmental Ltd.

Aeris Environmental Ltd $2023 $2022

Accounting services received 14,360 -

Current payables 2,442 -
Maurie Stang is a director and shareholder of Aeris Environmental Ltd.

Loan from Maurie Stang, Non-Executive Deputy Chairman

Loan borrowing - -

Loan repaid 442,291 -

Interest paid on loan 17,546 35,383

Outstanding balance - 442291
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Details of directors’ and executive officers’ remuneration for the year ended 30 June 2023:

Short-term Equity based
benefits benefits
Salary and Post Shares Options or Total Performance
Directors' | employment Rights related
fees benefits
$ $ $ $ $ %
Non-Executive Directors
Ronald Shnier 58,824 6,176 - - 65,000 0.0%
Maurie Stang*** 49,774 5,226 - - 55,000 0.0%
Peter Bush** 16,290 1,710 - - 18,000 0.0%
Susan Pond 40,724 4,276 - - 45,000 0.0%
Total Non-E ti
ol RonTExecttive 165,612 17,388 - - 183000
Directors
Executive Directors
Karen Duggan 231,485 24,263 - - 255,748 6.0%
Total Executive Directors 231,485 24,263 - - 255,748
Total 397,097 41,651 - - 438,748

There were no long term benefits paid to directors and executive officers during 2023 financial year.

***316,000 options issued towards remuneration for services as a Non-Executive Director and Deputy Chairman for 6.33 years ended on

31 December 2021.

2,298,452 shares acquired my Maurie Stang during the financial year through conversion of convertible notes and other purchases, do not

form part of his remuneration and hence not included in the above table.
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Details of directors’ and executive officers’ remuneration for the year ended 30 June 2022:

Short-term Equity based
benefits benefits
Salary and Post Shares Options or Total Performance
Directors' | employment Rights related
fees benefits
$ $ $ $ $ %
Non-Executive Directors
Ronald Shnier* 91,815 9,018 - - 100,833 0.0%
Maurie Stang 50,000 5,000 - - 55,000 0.0%
Peter Bush** 40,909 4,091 - - 45,000 0.0%
Susan Pond 40,909 4,091 - - 45,000 0.0%
Total Non-E ti
oAl onTExective 223,633 22200 - - 245833
Directors
Executive Directors
Karen Duggan 209,046 20,885 - - 229,932 0.0%
Total Executive Directors 209,046 20,885 - - 229,932
Total 432,679 43,085 - - 475,764
There were no long term benefits paid to directors and executive officers during 2022 financial year.
*Includes payment to Dr Shnier of additional fee for acting as Chairman for period from September 2019.
Back-payment for prior years included:
Directors' fees 32,725
Post employment benefit 3,08
Total 35,833

**Director until 23 November 2022
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EMPLOYMENT CONTRACTS

Executive Director and Chief Executive Officer (CEO):

The following sets out the key terms of the employment agreement for the Executive Director and CEQ, Dr Karen Duggan.

Contract term

Continuous employment until notice is given by either party

Fixed
remuneration

$211,654 per year plus superannuation (until 31 December 2022)

From 1 January 2023, base remuneration was increased by $7,620 to $219,274.
This is reviewed annually.

During the 2023 financial year $15,874 was paid as short term incentives.

Notice period

To terminate the employment, Dr Duggan is required to provide Vectus with 3 months written
notice. Vectus must provide 3 months written notice.

Resignation or

On resignation, unless the Board determines otherwise:

termination ) .

+ Allunvested short term or long term benefits are forfeited.

+ All vested but unexercised benefits are forfeited after 90 days following cessation of employment.
Statutory Annual leave applies in all cases of separation.

entitlements

Long Service applies unless service is under 10 years and she is dismissed for misconduct.

Termination
for serious
misconduct

Vectus may immediately terminate employment at any time in case of serious misconduct,
and Dr Duggan will only be entitled to payment of fixed remuneration until termination date.
Such termination will result in all unvested benefits being forfeited. Treatment of any vested
but unexercised benefits will be at the discretion of the Board.

Restraint of
Trade

For a period of 6 months or, if that period is unenforceable, 3 months after termination of
employment, Dr Duggan must not in the area of Australia or, if that area is unenforceable, New
South Wales:

i. solicit, canvass, approach or accept any approach from any person who was at any time during
her last 12 months with the Company a client of the Company in that part or parts of the
business carried on by the Company in which she was employed with a view to obtaining the
custom of that person in a business that is the same or similar to the business conducted by
the Company; or

ii. interfere with the relationship between the Company and its customers, employees or suppliers; or

iii. induce or assist in the inducement of any employee of the Company to leave their employment.

There are no other contracts to which a Director is a party or under which a Director is entitled to a benefit other than as
disclosed above and in the financial statements.
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LINK BETWEEN REMUNERATION AND PERFORMANCE AND STATUTORY PERFORMANCE INDICATORS

The table below shows measures of the group’s financial performance over the last five years as required by the
Corporations Act 2001. However, these are not necessarily consistent with the measures used in determining the
variable amounts of remuneration to be awarded to KMPs. As a consequence, there may not always be a direct
correlation between the statutory key performance measures and the variable remuneration awarded.

2023 2022 2021 2020 2019

$
& E (Re-stated) E E

Loss for the year (3,448,860) (3,993,775) (3,861,244) (2,996,071) (1,596,280)

Basic | h
aslc loss per share (719) 197 1371 (12.73) (6:83)
(cents per share)

Dividend payments - -

Decrease

.( . )/ , (565.0%) (27.0%) 87.5% 11.8% (60.0%)
increase in share price (%)

Total KMP remuneration

as percentage of loss (13%) (12%) (1%) (14%) (83%)

for the year (%)

PERFORMANCE RIGHTS OR OPTIONS

Following rights or options for issue of shares issued to key management personnel were not vested or expired as
at the end of financial year:

Number of options / rights
2023 2022

Options granted to Maurie Stang, Non-Executive Director 316,000

No shares were issued to key management personnel as the result of the exercise of options or rights.

Signed in accordance with a resolution of the directors; pursuant to section 298(2)(a) of Corporations Act 2001
on behalf of the directors.

(s

Dr Ronald Shnier
Non-Executive Chairman 30 August 2023
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AUDITOR’S INDEPENDENCE
DECLARATION

UH Haines Norton
Chartered Accountants

Level 9| 1 York Street | Sydney | NSW | 2000
GPO Box 4137 | Sydney | NSW | 2001

t: +61 2 9256 6600 | f: +61 2 9256 6611
sydney@uhyhnsyd.com.au
www.uhyhnsydney.com.au

Auditor's Independence Declaration under section 307C of the Corporations Act 2001
To the Directors of Vectus Biosystems Limited

As lead auditor for the audit of Vectus Biosystems Limited for the year ended 30 June 2023,
| 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 Vectus Biosystems Limited and the entity it controlled during the
financial year.

L

Mark Nicholaeff UHY Haines Norton
Partner Chartered Accountants
Sydney

30 August 2023

An association of independent firms in Australia and New Zealand and a member
of UHY International, a network of independent accounting and consulting firms. 23

UHY Haines Norton—ABN 85 140 758 156 NSWEN 98 133 826 PGL5SIOI'\ be\{or\o{ huW\k'e-r-ﬁ

Liability limited by a scheme approved under Professional Standards Legislation
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CONSOLIDATED STATEMENT OF
PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME

Note 2023 2022
$ $

Revenue and other income 3 1,354,635 1,300,081
Administration and corporate expenses (930,687) (r34,694)
Finance costs 4 (205,622) (693,485)
Depreciation and amortisation expense 4 (47,209) (20,189)
Employee benefits expense and directors' remuneration 4 (1,463,005) (1135,930)
Occupancy expenses arr,21) (173,764)
Research & development 4 (1,957,587) (2,635,652)
Travel expenses (21,664) (142)
Loss before income tax benefit from continuing operations (3,448,860) (3,993,775)
Income tax benefit 5 - -
NET LOSS FOR THE YEAR (3,448,860) (3,993,775)
TOTAL COMPREHENSIVE LOSS FOR YEAR, NET OF TAX (3,448,860) (3,993,775)
Loss for the year attributable to:
Owners of Vectus Biosystems Limited (3,448,860) (8,993,775)
Total comprehensive loss for the year attributable to:
Owners of Vectus Biosystems Limited (3,448,860) (8,993,775)
Loss per share 25
Basic loss per share (cents per share) from continuing operations (719) (11.97)
Diluted loss per share (cents per share) from continuing operations (719) (11.97)

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

Vectus Annual Report 2023



CONSOLIDATED STATEMENT

OF FINANCIAL POSITION

Note 2023 2022
$ $

Current Assets
Cash and cash equivalents 2,950,956 1,281,341
Other current assets 1,605,934 2,447,404
TOTAL CURRENT ASSETS 4,456,890 3,728,745
Non-Current Assets
Property, plant and equipment 8 173,106 207,508
TOTAL NON-CURRENT ASSETS 173,106 207,508
TOTAL ASSETS 4,629,996 3,936,253
Current Liabilities
Trade and other payables 9 253,608 149,012
Other current liabilities 10A 403,207 943,698
Borrowings 12 - 5,889,724
Provisions NnA 419,264 416,006
TOTAL CURRENT LIABILITIES 1,076,079 7,398,340
Non-Current Liabilities
Provisions 1B 2,985 1,642
Other non-current liabilities 10B 27,428 70,266
TOTAL NON-CURRENT LIABILITIES 30,413 71,908
TOTAL LIABILITIES 1,106,492 7,470,248
NET ASSET / (LIABILITIES) 3,623,504 (3,5633,995)
EQUITY
Issued Capital 13 38,352,080 27,302,638
Convertible Notes - Equity - 887,485
Reserves 24 803,145 458,743
Retained Earnings/(Accumulated Losses) 14 (85,631,721) (32,182,861)
TOTAL EQUITY / (DEFICIT) 3,523,504 (3,5633,995)

The above consolidated statement of financial position should be read in conjunction with the accompanying notes.
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CONSOLIDATED STATEMENT
OF CASH FLOWS

Note 2023 2022
$ $

Cash flows from operating activities
R&D tax offset rebate received 244,765 -
Payments to suppliers and employees (4,527,7102) (4,344,323)
Interest received 54,459 163
Interest paid (24,264) (97,071)
Net cash used in operating activities 22(b) (2,352,742) (4,441,231)

Cash flows from investing activities
Investment in property, plant and equipment ar2r) (21,001)
Net cash used in investing activities 37,127) (21,001)

Cash flows from financing activities
Lease payments (565,8406) (84,551)
Issue of shares 4,600,571 -
Cost of Issue of shares (62,950) -
Repayment of loans (442,291) -
Net cash provided by / (used in) financing activities 22(c) 4,039,484 (34,551)
Net increase in cash and cash equivalents 1,669,615 (4,496,783)
Cash and cash equivalents at the beginning of the financial year 1,281,341 5,778,124
Cash and cash equivalents at the end of the financial year 22(a) 2,950,956 1,281,341

The above consolidated statement of cash flows should be read in conjunction with the accompanying notes.
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CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY

Note Equity Convertible Retained Reserves Total
Notes Earnings attributable to
equity holders
of the entity
$ $ $ $ $
Balance at 1 July 2021 24,834,995 1,013]22  (28,189,086) 454772 (1,886,197)
Comprehensive Income
Loss for the year - - (8,993,775) - (8,993,775)
Total comprehensive loss B B (3.993775) B (3.993.775)
for the year
Convertible Notes - Equity 12 - (125,637) - - (125,637)
Transactions with owners
Sh i d duri
ares issued aurng 13 2,467,643 - - - 2467643
the year
M ts in share-based
ovements in share-base o4 ) ) ) 3971 3971
payment reserve
Balance at 30 June 2022 27,302,638 887,485 (32,182,861) 458,743 (3,533,995)
Balance at 1 July 2022 27,302,638 887,485 (32,182,861) 458,743 (3,533,995)
Comprehensive Income
Loss for the year - - (3,448,860) - (3,448,860)
Total comprehensive loss ) . (3.448,860) B (3.448,860)
for the year
C tible Notes -
onvertibie Hotes 12 - (887,485) - - (887,485)
Redemption
Transactions with owners
Sh i d duri
ares [ssted auring 13 119,006 - - - 11719,006
the year
Share issue costs 13 (69,564) - - - (69,564)
M ts in share-based
ovements in share-base o4 . . ) 344402 344,402
payment reserve
Balance at 30 June 2023 38,352,080 - (35,631,721) 803,145 3,523,504

The above consolidated statement of changes in equity should be read in conjunction with the accompanying notes.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

CORPORATE INFORMATION

The financial report of Vectus Biosystems Limited (the
Group) for the year ended 30 June 2023 was authorised
for issue in accordance with a resolution of the Directors
on 30 August 2023. The directors have the power to
amend and reissue the financial statements.

Vectus Biosystems Limited (the parent) is a company
limited by shares incorporated in Australia whose shares
are publicly listed on the Australian Stock Exchange
(ASX code: VBS).

The nature of the operations and principal activities
of the Group are described in the Directors’ Report.

BASIS OF PREPARATION

These general purpose financial statements have been
prepared in accordance with the Corporations Act 2001,
Australian Accounting Standards and Interpretations

of the Australian Account Standards Board and
International Financial Reporting Standards as issued
by the International Accounting Standards Board.

The Group is a for-profit entity for financial reporting
purposes under Australian Accounting Standards.
Material accounting policies adopted in the preparation
of these financial statements are presented below and
have been consistently applied unless stated otherwise.

The financial statements have been prepared on

an accruals basis and are based on historical costs,
modified, where applicable, by the measurement at fair
value of selected non-current assets, financial assets
and financial liabilities.

GOING CONCERN

The Group has incurred an operating loss after tax of
$3,448,860 for the financial year ended 30 June 2023
(2022: Operating loss after tax of $3,993,775) and the net
equity has improved from a deficit of $3,633,995 as at
30 June 2022 to a surplus of $3,5623,504 as at 30 June
2023. The operating cash burn rate for the financial year
ended 30 June 2023 was $2,352,742 (2022: $4,441,231).
The cash balance as at 30 June 2023 was $2,950,956.
The above matters may give rise to a material uncertainty
that may cast significant doubt over the Group’s ability to
continue as a going concern. Therefore the Group may
be unable to realise its assets and discharge its liabilities
in the normal course of business at the amounts stated in
the financial report. However, the Directors believe that
the Group will be able to continue as a going concern

due to the following mitigating factors in relation to the
material uncertainty.

The Directors have prepared detailed cash flow
projections for the period of 12 months from the date of
signing this Report. The Group is dependent on capital
raisings to continue to operate with enough cash on
hand for the next 12 months. The Group demonstrated
in previous years its success in raising capital, including
in the 2023 financial year when an amount of $4.6
million was raised. The Directors remain confident that
this can be repeated as required to support the Group’s
continuing activities, and the Group has budgeted a
capital raise of $5 million in October 2023. Further, in the
event of the Group not raising sufficient funds to meet
its current cash flow forecasts, the Group will reduce its
expenditure accordingly to be able to pay its debts as
and when they are due.

Consequently, the Group’s financial statements

have been prepared on a going concern basis, which
contemplates the realisation of assets and satisfaction

of liabilities and commitments in the normal course of
business. The consolidated financial statements do not
include any adjustments relating to the recoverability and
classification of recorded asset amounts or the amounts
and classification of liabilities should the Group be unable
to continue as a going concern.
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CRITICAL ACCOUNTING ESTIMATES

The preparation of the financial statements requires
the use of certain critical accounting estimates.

It also requires management to exercise its judgement
in the process of applying the consolidated entity’s
accounting policies. The areas involving a higher
degree of judgement or complexity, or areas where
assumptions and estimates are significant to the
financial statements, are disclosed in note 2.

STATEMENT OF COMPLIANCE

Australian Accounting Standards set out accounting
policies that the AASB has concluded would result

in a financial report containing relevant and reliable
information about transactions, events and conditions.
Compliance with Australian Accounting Standards
ensures that the financial statements and notes also
comply with International Financial Reporting Standards

NEW, REVISED OR AMENDING ACCOUNTING
STANDARDS AND INTERPRETATIONS ADOPTED

The consolidated entity has adopted all of the new,
revised or amending Accounting Standards and
Interpretations issued by the Australian Accounting
Standards Board (‘AASB’) that are mandatory for

the current reporting period. The adoption of these
Accounting Standards and Interpretations did not have
any significant impact on the financial performance or
position of the consolidated entity. Any new, revised

or amending Accounting Standards or Interpretations
that are not yet mandatory have not been early adopted.
Management does not currently expect any of the new
accounting standards not yet effective to have a material
impact on the group, however these will be continued to
be monitored ahead of the effective date.

There are no standards that have been issued by the
International Accounting Standards Board, not yet
adopted by Australia, that needs to be considered or is
expected to have any material impact on the financial
performance or position of the consolidated entity.

Notes To The Consolidated Financial Statements

New and revised Standards and amendments thereof
and Interpretations effective for the current year include:

AASB 2020-3 Amendments to Australian Accounting
Standards — Annual Improvements 2018-2020 and
Other Amendments

AASB 2021-7 Amendments to Australian Accounting
Standards — Effective Date of Amendments to AASB
10 and AASB 128 and Editorial Corrections (insofar
as the Standard relates to editorial corrections that
are effective for the current year)

The application of the amendments did not have a
material impact on the Group’s consolidated financial
statements, as the amendments either do not affect
the Group’s existing accounting policies, or apply to
situations, transactions and events that the Group
does not undertake.

ACCOUNTING POLICIES
A. Principles of Consolidation

The consolidated financial statements incorporate all of
the assets, liabilities and results of the parent (Vectus
Biosystems Limited) and the subsidiary (including any
structured entities). Subsidiary is the entity the parent
controls. The parent controls an entity when it is exposed
to, or has rights to variable returns from its involvement
with the entity and has the ability to affect those returns
through its power over the entity. A list of the subsidiaries
is provided in Note 18.

The assets, liabilities and results of the subsidiary are fully
consolidated into the financial statements of the Group
from the date on which control is obtained by the Group.
The consolidation of a subsidiary is discontinued from
the date that control ceases. Intercompany transactions,
balances and unrealised gains or losses on transactions
between group entities are fully eliminated on
consolidation. Accounting policies of the subsidiary has
been changed and adjustments made where necessary
to ensure uniformity of the accounting policies adopted
by the Group.




Equity interests in a subsidiary not attributable, directly or
indirectly, to the Group are presented as “non-controlling
interests”. The Group initially recognises non-controlling
interests that are present ownership interests in
subsidiaries and are entitled to a proportionate share of
the subsidiary’s net assets on liquidations at either fair
value or at the non-controlling interests’ proportionate
share of the subsidiary’s net assets. Subsequent to
initial recognition, non-controlling interests are attributed
their share of profit or loss and each component of

other comprehensive income. Non-controlling interests
are shown separately within the equity section of

the statement of financial position and statement of
comprehensive income.

B. Property, Plant and Equipment

Property, plant and equipment are measured on the cost
basis and are therefore carried at cost less accumulated
depreciation and any accumulated impairment losses.

In the event the carrying amount of plant and equipment
is greater than its estimated recoverable amount, the
carry amount is written down immediately to its estimated
recoverable amount and impairment losses are recognised
either in profit or loss or as a revaluation decrease if the
impairment losses relate to a revalued asset.

Depreciation

The depreciable amount of all fixed assets is depreciated
on a prime cost method over the assets useful life to the
company commencing from the time the asset is held
ready for use. Depreciation is recognised in the profit
and loss. The depreciation rates used for each class of
depreciable assets are:

Depreciation

Class of Fixed Asset
Rate

Plant & Equipment 20% - 40%

Fixtures & Fittings 10% - 20%

Office Equipment 20% - 50%

The carrying amount of plant and equipment is reviewed
annually by directors to ensure it is not in excess of the
recoverable amount from the assets. The recoverable
amount is assessed on the basis of the expected net cash
flows that will be received from the asset’s employment

and subsequent disposal. The expected net cash
flows have been discontinued to their present values in
determining recoverable amounts.

C. Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, deposits
held at call with banks, other short-term highly liquid
investments with original maturities of three months or
less, and bank overdrafts. Bank overdrafts are shown
within the short-term borrowings in current liabilities in
the statement of financial position.

D. Revenue and Other Income

Revenue is measured at the value of the consideration
received or receivable.

Interest revenue is recognised using the effective interest
rate method, which, for floating rate financial assets, is
the rate inherent in the instrument. Dividend revenue is
recognised when the right to receive a dividend has been
established.

All revenue is stated net of the amount of goods and
services tax.

E. Trade Receivables and Other Receivables

Trade receivables are initially recognised at fair value

and subsequently measured at amortised cost using the
effective interest method, less any allowance for expected
credit losses. Trade receivables are generally due for
settlement within 30 days.

The consolidated entity has applied the simplified
approach to measuring expected credit losses, which
uses a lifetime expected loss allowance. To measure
the expected credit losses, trade receivables have been
grouped based on days overdue.

Other receivables are recognised at amortised cost, less
any allowance for expected credit losses.

F. Trade Creditors and Other Payables

Trade and other payables represent the liabilities for
goods and services received by the company during the
reporting period that remain unpaid at the end of the
reporting period. The balance is recognised as a current
liability with the amounts normally paid within 30 days of
recognition of the liability.
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G. Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the
amount of GST, except where the amount of GST incurred
is not recoverable from the Australian Tax Office.

Receivables and payables are stated inclusive of the
amount of GST receivable or payable. The net amount
of GST recoverable from the ATO is included with other
receivables in the statement of financial position.

Cash Flows are presented on a gross basis. The GST
components of cash flows arising from investing or
financing activities are recoverable, or payable to, the ATO
are presented as operating cash flows included in receipts
from or payments to suppliers.

H. Employee Benefits
Short-term employee benefits

Liabilities for wages and salaries, including non-monetary
benefits, annual leave and long service leave expected

to be settled within 12 months of the reporting date are
recognised in current liabilities in respect of employees’
services up to the reporting date and are measured at
the amounts expected to be paid when the liabilities

are settled.

Other long-term employee benefits

The liability for long service leave not expected to be settled
within 12 months of the reporting date is recognised in non-
current liabilities, provided there is an unconditional right
to defer settlement of the liability. The liability is measured
as the present value of expected future payments to be
made in respect of services provided by employees up to
the reporting date using the projected unit credit method.
Consideration is given to expected future wage and salary
levels, experience of employee departures and periods of
service. Expected future payments are discounted using
market yields at the reporting date on national government
bonds with terms to maturity and currency that match, as
closely as possible, the estimated future cash outflows

Defined contribution superannuation expense

Contributions to defined contribution superannuation plans
are expensed in the period in which they are incurred.

Notes To The Consolidated Financial Statements

Share-based payment

The fair value of options or share-based payments granted
under the Employee Option Plan is recognised as an
employee benefit expenses with a corresponding increase
in equity. The fair value is measured at grant date and
recognised over the period during which the employees
become unconditionally entitled to the options or shares.

At each balance sheet date, the entity revises its estimate
of the number of options or shares that are expected to
vest or become exercisable. The employee benefit expense
recognised each period takes into account the most recent
estimate. The impact of the revision to original estimates,

if any, is recognised in the income statement with a
corresponding adjustment to equity.

I. Lease liabilities

A lease liability is recognised at the commencement
date of a lease. The lease liability is initially recognised
at the present value of the lease payments to be

made over the term of the lease, discounted using

the interest rate implicit in the lease or, if that rate
cannot be readily determined, the consolidated entity’s
incremental borrowing rate. Lease payments comprise
of fixed payments less any lease incentives receivable,
variable lease payments that depend on an index or a
rate, amounts expected to be paid under residual value
guarantees, exercise price of a purchase option when the
exercise of the option is reasonably certain to occur, and
any anticipated termination penalties. The variable lease
payments that do not depend on an index or a rate are
expensed in the period in which they are incurred.

Lease