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Chairman’s
Report

2020 A N N UA L R E P O RT

It is my pleasure to present to you the Vectus
Biosystems Limited Annual Report for the year
ended 30 June 2020.
Whilst the COVID-19 pandemic has had some
impact on Vectus’ activities, we have implemented
stringent COVID safety programmes and, to-date,
none of the Company’s employees have been
affected directly by the disease. In fact, the Vectus
team has made strong steps in progressing the
Company’s agenda across of number of important
projects, including moving our lead compound,
VB0004, forward towards clinical trial.
During the past year we have successfully begun
the latest GMP manufacturing of VB0004, which
is progressing from its pre-clinical and toxicology
studies towards a Phase I human clinical trial.
This project has been contracted to a highlyregarded specialist pharmaceutical scale-up
laboratory in China, and progression to-date has
been ahead of schedule and on-track technically.
Vectus has determined that it could manufacture
enough of the pharmaceutical grade VB0004 to
conduct additional research efforts beyond that
required for the anticipated Phase I trials.
Prior to the Company’s last Annual General
Meeting, a Convertible Note capital raising
was announced i.e. on 17 September 2019.
This successful raising of $7,000,000 from the issue
of 14,000,000 Convertible Notes at $0.50 each was
a significant driver enabling Vectus to progress
towards its key development objectives. The Board
believes that there is now a possible opportunity
to target the key organ damage that can result,
in some cases, from COVID-19. Since VB0004 has
the potential to be active in the heart, lungs and
kidneys, it may well have a role in this important
new indication. The Company will examine the
potential for its documented anti-fibrotic small
molecules to be utilised in arresting and reversing
the fibrotic damage that can be caused by severe
cases of COVID-19 disease, with the objective
of treating that fibrotic damage and potentially
improving organ function.
Vectus remains in dialogue with several companies
in China that have expressed interest in the
Chinese domestic market for novel anti-fibrotic
compounds. China is a large potential market
with unmet needs for anti-fibrotic and antihypertensive compounds targeting the key diseases
associated with fibrosis in the heart, lungs, liver
and kidneys.
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In parallel, China has large cohorts of potential
clinical trial subjects, and provides a fast-track
potential to bring urgently-needed drugs through
an accelerated regulatory process for manufacture
and commercialisation once the key indications
of efficacy and safety have been demonstrated.
From an international standpoint, the Company
believes that there are a number of large and
mid-size pharmaceutical companies that can be
engaged once the Phase I trial of VB0004 has been
undertaken successfully.
Vectus continues to successfully grow its IP
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. This expanded
portfolio of granted patents increasingly affords
the Company a potentially leading position in
treating fibrotic disease with compounds that
are targeted to not only arrest disease progression,
but, indeed, to reverse existing damage.
Vectus believes that its proprietary small
molecules will be well positioned as first-in-class
therapeutics with attractive reimbursement and
long patent protection.
I take this opportunity to thank the executive
team, led by Karen Duggan, for its pioneering
and world-class achievements, and its success
in continuing to progress the Company’s agenda
through the very real challenges presented through
COVID-19. Vectus’ team continues to work onsite in
a COVID-safe environment, and to produce results
and new insights that have significant social and
health impacts, together with the commercial
potential to address some of the largest
pharmaceutical franchises that exist in
the world today.
Thanks also go to my fellow Board members,
whose active contribution to the success and
growth of the Company goes well beyond their
participation in Board meetings. Vectus and
its Board continue to address diversity as a
pro-active driver of our success.
Finally, I would like to thank our shareholders for
their very active support and for providing the
opportunity for an Australian-listed biotechnology
company to pioneer a field that has the potential
to do so much good for patients across the globe.

Ron Shnier
Chairman
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VEC TUS BI OSYSTE M S

Review of
Operations
for the 2019-20
Financial Year
Vectus Biosystems Limited
(Vectus or the Company)
is pleased to report on its
results for the year ended
30 June 2020

2020 A N N UA L R E P O RT

Overview				
Vectus has developed potentially novel treatments
for fibrosis and high blood pressure, which include
treatment for four of the largest diseases in the
fibrotic franchise, namely heart, kidney liver and
lung disease. Since listing on the ASX in early
2016 the Company has completed pre-clinical
and toxicological studies of its lead compound
VB0004, which is aimed at treating the loss of
functional tissue to fibrosis or scarring and high
blood pressure. Vectus has conducted a range of
studies, which have shown that VB0004 prevents
the advance of fibrosis and repairs damaged tissue
by reversing established fibrosis as well as reducing
high blood pressure, in several pre-clinical studies.
VB0004 has progressed through a number of
important milestones, including pharmaceutical
scale-up synthesis and investigational new drug
(IND) enabling toxicity studies. Successful results
have provided the Company with a clear path
to Human Phase I and IIa Clinical Trials. Vectus’
strategy is to develop and perform early validation
of its drug candidates to the point where they
may become commercially attractive to potential
pharmaceutical partners.
During 2020 the Vectus laboratories at North
Ryde have continued to operate as normally
under the Company’s COVID-19 Safe Plan which
has been designed to ensure the safety of the
Vectus team whilst progressing key elements of
its technical programme. The COVID-19 closures
and working constraints have lengthened the time
frames Vectus continues to progress toward its
Phase 1 trial for VB0004. The Company appointed
Asymchem Laboratories (Tianjin) Co. Ltd
(Asymchem) to conduct the second GMP synthesis.
Asymchem is a leading contract development
and manufacturing organisation from China with
eight manufacturing sites and 4,000 employees
world-wide serving the pharmaceutical and
biotech industries throughout all stages of drug
development – pre-IND into commercialisation.
Asymchem has worked with major pharmaceutical
companies such as Merck, Pfizer and Roche.
Asymchem has a quality policy for all its operations
to be approved manufacturing sites, to develop
and produce active pharmaceutical ingredients
in compliance with high quality standards fit
for human consumption, as defined in current
GMPs, and for The International Council for
Harmonisation of Technical Requirements for
Pharmaceuticals for Human Use (ICH) Q7/Q8/
Q9/Q10/Q11 guidelines to meet EU and U.S.
Food and Drug Administration (FDA) regulatory
requirements. Asymchem has completed the
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chemistry familiarisation phase for the VB0004
synthetic process and also completed synthesis
of the standards which will be used to develop
the analytical methods necessary to provide a
certificate of analysis for the Good Manufacturing
Practice (GMP) batch to be used in the Phase I
trial. Analytical method development is currently
progressing well and work has commenced on
the synthesis of the GMP batch. Work on the
Investigator Brochure and the Phase I trial protocol
with Syneos and trial protocol has progressed
significantly.

Research				
During the 2019-20 financial year Vectus continued
to focus on the proposed Phase I trial of its
proprietary VB0004, which potentially addresses a
significant unmet need for anti-fibrotic agents for
patients with cardiovascular, kidney, and/or lung
disease. Aligned with the targeted anti-fibrotic
activity, VB0004 has additional capability to meet
another important unmet need by lowering blood
pressure, particularly in systolic hypertension.

Patents 				
During the 2019-20 financial year the Company’s
intellectual property (IP) portfolio continued to
strengthen, with the number of patents granted
being 12 patents in 184 jurisdictions (including
peptides) or eight patents in 59 jurisdictions (i.e.
drugs, excluding peptides), i.e. international patent
applications that have successfully progressed to
grant or gained acceptance without any material
objections in the jurisdictions in which they have
been filed. The Company’s strategy has been
to protect not only the compounds and their
applications, but also the path to discovery via the
peptides and fragments, thereby providing a robust
protection of over 1,000 compounds in Vectus’
drug library. The patents covering VB0004 and
its related compound library (the T compounds)
have been granted in all major jurisdictions. Other
patents cover NASH (non-alcoholic steatohepatitis
of the liver) and ASH (alcoholic steatohepatitis
of the liver) (VB4-A32 and related compounds),
pulmonary fibrosis, including idiopathic fibrosis,
asbestosis and coal dust pneumoconiosis
(Black Lung Disease) (VB4-A79 and related
compounds), and renal fibrosis (VB4-P5 and
related compounds). The Company continues to
gain insights through its research and development
programme. This may lead to additional
intellectual property to further support Vectus’
portfolio of granted and pending patents.
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Accugen 				

Finance 				

Vectus has also developed technology aimed at
improving the speed and accuracy of measuring
the amount of DNA and RNA in samples tested
in laboratories. The technology, consisting of
AccuCal™ and RealCount™ software, is owned
by Vectus’ wholly owned subsidiary, Accugen Pty
Limited. The technology offers a time, cost and
accuracy benefit compared with currently available
systems. The Company’s commercialisation
programme, where a combination of direct
sales, distribution partnerships and licensing
opportunities are being progressed. Opportunities
are being followed up for AccuCal™ and
RealCount™ products for applications related
to food safety, which is a large and growing
market. The Accugen reagent (Accucal D) and
software are currently undergoing evaluation by
two internationally renowned research groups for
possible utility in diagnostic tests.

The Vectus Group incurred an operating loss after
income tax of $3,162,267 in the year ended 30 June
2020 (2019: $1,596,280). Operating expenses were
$3,545,896 in 2019-20 compared to $2,496,222
in the 2018-19 financial year. A major portion of
the funds expended during the year were largely
in connection with the preparatory work for the
Phase I clinical trials for VB0004 and to advance
the library of Vectus’ other drugs.

The Company is actively following up the results
obtained using the Accugen kits that were made
available to several key opinion leader sites for
evaluation and potential endorsement.

Capital and Trade Engagement
As Phase I work advances, the Company will
accelerate its discussions with a cross-section of
global and mid-size pharmaceutical companies
on potential of significant transactions upon
a successful Phase I human trial for VB0004.
During the June 2020 quarter Vectus continued
its discussions in respect of its clinical programme
and commercialisation roadmap in a major
international market. If successful, this will have
the potential of accelerating additional compounds
through the pre-clinical and clinical programme.

On 17 September 2019 Vectus announced
a successfully negotiated and documented
Convertible Note issue of 14,000,000 Notes at
$0.50 each, for a total amount of $7,000,000. The
fund raising was carried out in two tranches, the
second trance being finalised in January 2020 after
shareholder approval. The funds are being used
to complete the Phase I clinical trials for VB0004,
to advance the library of Vectus’ other drugs
and for general working capital. The subscribers
were sophisticated, experienced and professional
investors. The Convertible Notes have a term of
36 months and an interest rate of 6% per annum,
which is capitalised and paid on the maturity
date (or, if agreed by the Company, the investor
can elect to convert any unpaid interest on their
Notes at the maturity date into Vectus shares at
an issue price that is the higher of (i) $0.50 and (ii)
10% below the relevant volume-weighted average
price). On conversion, each Note will be redeemed
for $0.50 plus any unpaid interest on that Note.
The investors have the right to convert their Notes
at any time prior to redemption.
The Company remains in active dialogue with
potential trade partners, which could lead to
multiple international licensing opportunities.

Karen Duggan
Chief Executive Officer and Executive Director

2020 A N N UA L R E P O RT
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VEC TUS BI OSYSTE M S

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 2020.

2020 A N N UA L R E P O RT

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			
Peter Bush			
Susan Pond

Review of Operations and Financial Results
The consolidated loss of the Group for the 2020
financial year amounted to $2,996,071 (2019: Loss
$1,596,280).					
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.

I

8

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
During the financial year Vectus Biosystems
Limited has completed a Convertible Notes issue
to raise an amount of $7,000,000.
Key terms of the Convertible Notes:
Notes: 14,000,000 Convertible Notes, each with a
face value of $0.50 each.		
Term: 36 months until Maturity Date.		
Interest: 6% per annum capitalised and paid on
Maturity Date (or investor can elect to convert any
unpaid interest on their Notes at the end of each
12-month period into VBS shares at an issue price
that is the higher of (i) $0.50 and (ii) 10% below
the relevant VWAP).			
Conversion: Each Note will be redeemed for $0.50
plus any unpaid interest on that Note. Each Note
may be converted into one VBS ordinary share at
$0.50 per share. The investors have the right to
convert their Notes at any time prior to, or on, the
Maturity Date.
Listing and Security: The Convertible Notes will not
be listed on ASX and are secured.
Two Tranches: The issue was undertaken in two
tranches. Tranche 1 of 3,000,000 Notes at $0.50
raised $1,500,000. Tranche 2 of 11,000,000 Notes
at $0.50 was subsequently completed to raise
$5,500,000.
The funds will be used to complete the Phase
I clinical trials for VB0004, which potentially
prevents and reverses fibrosis in organs, to advance
the library of VBS’s other drugs and for general
working capital.
There have been no other significant changes
in the state of affairs of the consolidated entity
during the 2019 and 2020 financial years.
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Directors’ Report Cont.

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 not, during or since the financial
year, indemnified or agreed to indemnify the
auditor of the Group or any related entity against a
liability incurred by the auditor.
During the financial year, the Company has not
paid a premium in respect of a contract to insure
the auditor of the Group or any related entity.
No indemnities have been given or insurance
premiums paid during or since the end of the
financial year for any person who is or has been an
officer or auditor of the Group.			

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.				
		

2020 A N N UA L R E P O RT
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VEC TUS BI OSYSTE M S

Directors’ Report cont.

Board of Directors and Company Secretary
The Vectus Biosystems Limited (Vectus or the Company) Board and Company Secretary have a broad range
of combined experience in drug research and development, and in early stage biotech companies and capital
markets, and has financial and scientific expertise.
Dr Ronald Shnier
Non-Executive Chairman
Dr Ronald Shnier completed a 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.
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 over 30-years track
record of building successful companies in
the Australasian healthcare market and is
recognised as one of its most respected business
executives. He has significant experience and
an extensive network within the life-sciences,
pharmaceutical and finance sectors, both in
Australia and internationally. Mr M Stang is a
Principal of Gryphon Capital, an independent
investment house that facilitates the financing
and development of emerging health-care related
entities. He is also a Founder and Director of Henry
Schein Halas, a joint venture with the NASDAQ
listed Henry Schein, Inc., the leading wholesale
supplier of dental products in Australasia. Mr
M Stang is a Director of Novapharm Research
(Australia) Pty Ltd and of Regional Health Care
Group (a diversified healthcare product supplier,
with successful businesses across a range of
medical, pharmaceutical, consumer healthcare,
and research and development sectors).
Directorships held in other listed entities in the
past three years: Non-Executive Chairman of
Nanosonics Limited (ASX:NAN) since it listed on
15 May 2007 (and a member of its Board since
14 November 2000) and Non-Executive Chairman
of Aeris Environmental Ltd (ASX:AEI) since
24 July 2002.
Appointed to the Board: 12 December 2005

2020 A N N UA L R E P O RT

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 and the Post-Acute Stroke Guidelines
Advisory Committee of the Australian Government
Department of Health and Aging. She remains
a member of 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
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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). In
February 2017 she was appointed by The University
of Sydney as Director of its Australian Institute
for Nanoscale Science & Technology. Previously,
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 has
held academic appointments at the University of
California in San Francisco and the University of
Queensland.

Appointed to the Board: 4 September 2006

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

Mr Peter Bush

Appointed to the Board: 4 May 2016

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 the
Chief Executive Officer of Aeris Environmental Ltd,
and an Executive Director and the Chief Financial
Officer of The Regional Health Care Group and
GryphonCapital. Mr Bush began his career working
for five years at BDO, a global accounting and
consulting firm, and has since spent several years
working in industry.
Directorships held in other listed entities in the
past three years: Alternate Director of Aeris
Environmental Ltd (ASX:AEI) since 9 May 2011
Appointed to the Board: 9 July 2015

Company Secretary
Mr Robert Waring (BEc, CA, FCIS, FFin, FAICD) has
over 40 years’ worth of experience in financial
and corporate roles, including over 25 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, Xref Limited and Cobalt
Blue Holdings 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.
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Directors’ Report cont.

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 2020, and the number of meetings attended by each Director / Committee
member were:						
Board of
Directors
Meetings

Audit and Risk
Management
Committee
Meetings

Remuneration
& Nomination
Committee
Meetings

Corporate
Governance
Committee
Meetings

R&D and
Innovation
Committee
Meetings

11

5

1

2

1

Ronald Shnier

11

N/A

1

N/A

N/A

Maurie Stang*

11

5

1

N/A

N/A

Karen Duggan

11

N/A

N/A

2

1

Peter Bush

11

5

N/A

2

N/A

Susan Pond

11

5

N/A

2

1

Number of meetings held

Number of meetings attended

* Maurie Stang became the Remuneration and Nomination Committee Chairman on 21 August 2019.

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, and an R&D and Innovation Committee
of the Board of Directors. Members acting on the Committees of the Board during the year were:

Audit and Risk
Management Committee
Peter Bush (Chairman)
Maurie Stang
Susan Pond

Corporate Governance
Committee
Susan Pond (Chairman)
Karen Duggan
Peter Bush

Share Registry
Boardroom Pty Limited
GPO Box 3993
Sydney, NSW 2000
Tel: +61 2 9290 9600
Fax: +61 2 9279 0664
Email: enquiries@boardroomlimited.com.au

Remuneration and
Nomination Committee
Maurie Stang
(Chairman*)
Ronald Shnier

R&D and Innovation
Committee
Karen Duggan
Susan Pond

2020 A N N UA L R E P O RT
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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
Ordinary shares

Options or rights over ordinary shares

Ronald Shnier

100,000

-

Maurie Stang

2,575,789

-

Karen Duggan

3,278,500

-

104,550

-

21,500

-

Peter Bush
Susan Pond

15
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Directors’ Report cont.

Remuneration Report (Audited)		
Key Management Personnel
The key management personnel (KMP) of the Company comprises the Directors only as follows:
Ronald Shnier
Maurie Stang		
Karen Duggan				
Peter Bush				
Susan Pond

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 to ensure the
remuneration and incentive schemes are consistent with its philosophy as well as current market practices.
b) Non-Executive Directors:						
Payments were made during the year to Non-Executive Directors for their services. This is reviewed annually.
c) 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. 						
							

2020 A N N UA L R E P O RT
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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 personallyrelated entities, are as follows:

2020

Number held
30 June 2019

Acquired
during year

Sold during
year

Number held
30 June 2020

Ronald Shnier

100,000

-

-

100,000

Maurie Stang

2,575,789

-

-

2,575,789

Karen Duggan

3,203,500

75,000

-

3,278,500

Peter Bush

4,550

100,000

-

104,550

Susan Pond

21,500

-

-

21,500

5,905,339

175,000

-

6,080,339

Number held
30 June 2018

Acquired
during year

Sold during
year

Number held
30 June 2019

Ronald Shnier

100,000

-

-

100,000

Maurie Stang

2,575,064

1,475

750

2,575,789

Karen Duggan

3,203,500

-

-

3,203,500

Peter Bush

3,900

650

-

4,550

Susan Pond

21,500

-

-

21,500

Graham Macdonald *

46,667

-

-

46,667

5,950,631

2,125

750

5,952,006

2019

*Graham Macdonald retired as a Director on 31 August 2018.
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Directors’ Report cont.

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

2020

2019

$

$

119,721

163,210

-

332,608

Accounting services

22,717

21,328

Current payables

10,664

44,879

383,500

1,795,500

(1,383,629)

(750,000)

Interest on loan

130,431

115,571

Outstanding balance

957,371

1,957,500

Corporate and administration services
Current payables
Mr M Stang is Director and shareholder of Regional Healthcare Group Pty Ltd.

Aeris Environmental Ltd

Mr M Stang is Director and shareholder of Aeris Environmental Ltd.
Mr P Bush is Alternate Director and shareholder of Aeris Environmental Ltd.

Loan from M Stang, Non-Executive Deputy Chairman		
Loan borrowing
Loan repaid

2020 A N N UA L R E P O RT
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Details of Directors’ and Executive Officers’ Remuneration for the Year Ended 30 June 2020
Equity based
benefits

Short-term benefits

Post
employment
Salary and Directors’
benefits
fees

Shares

Options
or rights

Total

Performance
related

$

$

$

$

$

%

Ronald Shnier

41,096

3,904

-

-

45,000

0.0%

Maurie Stang

50,228

4,772

-

-

55,000

0.0%

Peter Bush

41,096

3,904

-

-

45,000

0.0%

Susan Pond

41,096

3,904

-

-

45,000

0.0%

Total Non-Executive Directors

173,516

16,484

-

- 190,000

Karen Duggan

196,454

18,663

Total Executive Directors

196,454

18,663

Total

369,970

35,147

Non-Executive Directors

Executive Directors
14,719

229,836

-

14,719

229,836

-

14,719

419,836

There were no long term benefits paid to Directors and executive officers during 2020 financial year.

0.0%

-
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Details of Directors’ and Executive Officers’ Remuneration for the Year Ended 30 June 2019			
		
Short-term
benefits

Equity based
benefits

Post
employment
Salary and
benefits Shares
Directors’
fees

Options
or Rights

Total

Performance
related

$

$

$

$

$

%

Ronald Shnier

41,096

3,904

-

-

45,000

0.0%

Maurie Stang

50,228

4,772

-

16,354

71,354

0.0%

Peter Bush

41,096

3,904

-

50,799

95,799

0.0%

Susan Pond

41,096

3,904

-

-

45,000

0.0%

9,893

940

-

-

10,833

0.0%

183,409

17,424

-

Karen Duggan

183,429

17,426

Total Executive Directors

183,429

17,426

-

51,679 252,534

366,838

34,850

-

118,832 520,520

Non-Executive Directors

Graham Macdonald (Retired 31 August 2018)
Total Non-Executive Directors

67,153 267,986

Executive Directors

Total

51,679 252,534

There were no long term benefits paid to directors and executive officers during 2019 financial year.

0.0%

-
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Executive Director and Chief Executive Officer (CEO):						
The following sets out the key terms of the employment agreement for the Executive Director and CEO,
Dr Karen Duggan.							
Contract term

Continuous employment until notice is given by either party			

Fixed remuneration

$215,117 per year
This is reviewed annually.

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 termination

On resignation, unless the Board determines otherwise:				
All unvested short term or long term benefits are forfeited.
All vested but unexercised benefits are forfeited after 90 days following cessation
of employment.				

Statutory entitlements

Annual leave applies in all cases of separation.					
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 three 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.
2020

2019

2018

2017

2016

$

$

$

$

$

(2,996,071)

(1,596,280)

(2,587,296) (3,794,254)

(3,211,324)

(12.73)

(6.83)

(11.07)

(16.24)

(16.13)

-

-

-

-

-

(Decrease) / increase in share price (%)

111.8%

(60.0%)

(39.3%)

2.9%

N/A*

Total KMP remuneration as percentage
of loss for the year (%)

(14%)

(33%)

(26%)

(16%)

(17%)

Loss for the year
Basic loss per share (cents per share)
Dividend payments

* The Company was listed during the 2016 financial year.		

The Company is also in discussions with management and remuneration consultants to structure and align KMP
remuneration to strategic business objectives with an aim of creation of shareholder wealth.

Performance rights or options
The following rights or options for the issue of shares issued to KMP were not vested or expired as at the end of
financial year:
Number of options / rights
2020

2019

Performance rights to Peter Bush, Non-Executive Director

-

100,000

Deferred Share Awards to Karen Duggan, Chief Executive Officer

-

75,000

The following shares were issued to KMP as the result of the exercise of options or rights:
Number of shares

Peter Bush, Non-Executive Director
Karen Duggan, Chief Executive Officer

2020

2019

100,000

-

75,000

-

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

Maurie Stang
Non-Executive Deputy Chairman

Date: 31 August 2020

2020 A N N UA L R E P O RT
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Note

Revenue and other income

3

Administration and corporate expenses

I
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2020

2019

$

$

51,186

220

(627,588)

(517,247)

Finance costs

4

(716,335)

(123,165)

Depreciation and amortisation expense

4

(19,516)

(22,627)

Employee benefits expense and directors remuneration			

4

(1,034,491)

(1,125,768)

(302,517)

9,293

(713,001)

(711,797)

(17,438)

(5,131)

(3,379,700)

(2,496,222)

383,629

899,942

Net loss for the year

(2,996,071)

(1,596,280)

Total comprehensive loss for year, net of tax		

(2,996,071) (1,596,280)

Occupancy expenses
Research & development

4

Travel expenses

Loss before income tax benefit from continuing operations

Income tax benefit

5

Loss for the year attributable to:
Owners of Vectus Biosystems Limited

(2,996,071)

(1,596,280)

(2,996,071)

(1,596,280)

Basic loss per share (cents per share) from continuing operations

(12.73)

(6.83)

Diluted loss per share (cents per share) from continuing operations

(12.73)

(6.83)

Total comprehensive loss for the year attributable to:
Owners of Vectus Biosystems Limited

Loss per share

25

The above consolidated statement of profit or loss and other comprehensive income should be read in conjunction with the
accompanying notes.							
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2020

2019

$

$

2,685,283

43,172

30,964

-

203,250

115,807

2,919,497

158,979

78,713

35,129

78,713

35,129

2,998,210

194,108

9

621,403

1,136,727

Other Current Liabilities

10A

475,387

527,053

Provisions

11A

350,390

298,146

1,447,180

1,961,926

Current Assets
Cash And Cash Equivalents

6

Financial Assets
Other Current Assets

7

Total Current Assets

Non-Current Assets
Property, Plant And Equipment

8

Total Non-Current Assets
Total Assets

Current Liabilities
Trade And Other Payables

Total Current Liabilities

Non-Current Liabilities
Provisions

11B

340

-

Borrowings

12

7,160,123

1,957,500

10B

35,180

4,503

Total Non-Current Liabilities

7,195,643

1,962,003

Total Liabilities

8,642,823

3,923,929

(5,644,613)

(3,729,821)

17,861,819

17,600,420

1,065,808

-

Other Non-Current Liabilities

Net Liabilities

Equity
Issued Capital

13

Convertible Notes - Equity
Reserves

24

270,682

516,610

Retained Earnings /Accumulated Losses

14

(24,842,922)

(21,846,851)

(5,644,613)

(3,729,821)

Total Deficit

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

I

30

2020

2019

$

$

383,629

899,942

(3,254,628)

(1,825,308)

1,186

220

(131,734)

(115,468)

(3,001,547)

(1,040,614)

-

-

Lease payments

(6,213)

(3,525)

Loan borrowings

383,500

1,795,500

Convertible Notes Issue *

6,969,036

-

Cost of Convertible Notes Issue

(319,036)

-

(1,383,629)

(750,000)

5,643,658

1,041,975

2,642,111

1,361

43,172

41,811

2,685,283

43,172

Cash flows from operating activities
R&D tax offset rebate received
Payments to suppliers and employees
Interest received
Interest paid
Net cash used in operating activities

22(b)

Cash flows from investing activities

Cash flows from financing activities

Repayment of loans *
Net cash provided by financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the financial year
Cash and cash equivalents at the end of the financial year

22(a)

* Includes $1,000,000 of convertible notes issued to M Stang in part satisfaction of his loan to the Group.
The above consolidated statement of cash flows should be read in conjunction with the accompanying notes.
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Equity

Retained
Earnings

Reserves

Total attributable
to equity holders
of the entity

$

$

$

$

17,600,420

(20,250,571)

393,752

(2,256,399)

Loss for the year

-

(1,596,280)

-

(1,596,280)

Total comprehensive loss for the year

-

(1,596,280)

-

(1,596,280)

-

-

122,858

122,858

Balance at 30 June 2019

17,600,420

(21,846,851)

516,610

(3,729,821)

Balance at 1 July 2019

17,600,420

(21,846,851)

516,610

(3,729,821)

Loss for the year

-

(2,996,071)

-

(2,996,071)

Total comprehensive loss for the year

-

(2,996,071)

-

(2,996,071)

12

1,065,808

-

-

1,065,808

Shares issued during the year

13

314,085

-

-

314,085

Share issue costs

13

(52,686)

-

-

(52,686)

-

-

(245,928)

(245,928)

18,927,627 (24,842,922)

270,682

(5,644,613)

Note

Balance at 1 July 2018
Comprehensive income

Transactions with owners
Share-based payment reserve

Comprehensive income

Convertible Notes - Equity

Transactions with owners

Movements in share-based payment reserve
Balance at 30 June 2020

The above consolidated statement of changes in equity should be read in conjunction with the accompanying notes.
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1. Summary of Significant Accounting Policies
Corporate Information
The financial report of Vectus Biosystems Limited
(the Group) for the year ended 30 June 2020 was
authorised for issue in accordance with a resolution
of the Directors on 26 August 2020.
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 of
$2,996,071 for the year ended 30 June 2020 (2019:
$1,596,280) and net equity deficit has moved
from $3,729,821 as at 30 June 2019 to $5,644,613
as at 30 June 2020. The operating cash burn rate
for the year ended 30 June 2020 was $3,001,547
(2019: $1,040,614). The cash balance as at 30 June
2020 was $2,685,283. If the 2020 cash burn rate
continues during the year ending 30 June 2021,
which it is not budgeted to do, there may be an
uncertainty in relation to the Group’s ability to
continue as a going concern.
The Group has demonstrated in previous years
its ability to raise capital when needed. Vectus
is currently engaged in strategic discussions and
certain proposals for the funding of significant
work in large scale potential markets.

Vectus also expects to receive the 2020 R&D cash
back in the March 2021 quarter. The Company
has the ability to vary certain expenditure, by
either accelerating or deferring clinical related
investments as required.
As a consequence of the above, the Directors are
of the opinion that the Group will have adequate
resources to continue to be able to meet its
obligations as and when they fall due. For this
reason they continue to adopt the going concern
basis in preparing the Annual Financial Report.

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. Any new, revised or
amending Accounting Standards or Interpretations
that are not yet mandatory have not been early
adopted.
Any significant impact on the accounting policies
of the consolidated entity from the adoption of
these Accounting Standards and Interpretations
are disclosed below. The adoption of these
Accounting Standards and Interpretations did
not have any significant impact on the financial
performance or position of the consolidated entity.
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AASB 16 Leases					
The standard replaces AASB 117 ‘Leases’ and for
lessees eliminates the classifications of operating
leases and finance leases.
The consolidated entity has elected not to
recognise a right-of-use asset and corresponding
lease liability for short-term leases with terms of
12 months or less and leases of low-value assets.
Lease payments on these assets are expensed to
profit or loss as incurred.
As a result of this, the adoption of the above
standard did not have any material impact on the
Group.

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 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. Noncontrolling 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:
Class of Fixed Asset

Depreciation 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.

2020 A N N UA L R E P O RT

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.
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 nonmonetary benefits, annual leave and long service

I
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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 annual leave and long service leave
not expected to be settled within 12 months of
the reporting date are 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.
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,
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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 liabilities are measured at amortised cost
using the effective interest method. The carrying
amounts are remeasured if there is a change
in the following: future lease payments arising
from a change in an index or a rate used; residual
guarantee; lease term; certainty of a purchase
option and termination penalties. When a lease
liability is remeasured, an adjustment is made to
the corresponding right-of use asset, or to profit
or loss if the carrying amount of the right-of-use
asset is fully written down.
j) Right-to-Use Assets
A right-of-use asset is recognised at the
commencement date of a lease. The right-ofuse asset is measured at cost, which comprises
the initial amount of the lease liability, adjusted
for, as applicable, any lease payments made at
or before the commencement date net of any
lease incentives received, any initial direct costs
incurred, and, except where included in the cost
of inventories, an estimate of costs expected to
be incurred for dismantling and removing the
underlying asset, and restoring the site or asset.
Right-of-use assets are depreciated on a straightline basis over the unexpired period of the lease or
the estimated useful life of the asset, whichever
is the shorter. Where the consolidated entity
expects to obtain ownership of the leased asset
at the end of the lease term, the depreciation is
over its estimated useful life. Right-of use assets
are subject to impairment or adjusted for any
remeasurement of lease liabilities.
The consolidated entity has elected not to
recognise a right-of-use asset and corresponding
lease liability for short-term leases with terms of
12 months or less and leases of low-value assets.
Lease payments on these assets are expensed to
profit or loss as incurred.
k) Financial Instruments
Financial assets
Financial assets are initially measured at fair value.
Transaction costs are included as part of the initial
measurement, except for financial assets at fair
value through profit or loss.

They are subsequently measured at either
amortised cost or fair value depending on their
classification. Classification is determined based
on the purpose of the acquisition and subsequent
reclassification to other categories is restricted.
Financial assets are derecognised when the rights
to receive cash flows from the financial assets
have expired or have been transferred and the
consolidated entity has transferred substantially all
the risks and rewards of ownership.
Financial assets at fair value through profit or loss
Financial assets at fair value through profit or
loss are either: i) held for trading, where they are
acquired for the purpose of selling in the shortterm with an intention of making a profit; or
ii) designated as such upon initial recognition,
where they are managed on a fair value basis
or to eliminate or significantly reduce an
accounting mismatch. Except for effective hedging
instruments, derivatives are also categorised as fair
value through profit or loss. Fair value movements
are recognised in profit or loss.			
Available-for-sale financial assets
Available-for-sale financial assets are nonderivative financial assets, principally equity
securities, that are either designated as availablefor-sale or not classified as any other category.
After initial recognition, fair value movements are
recognised in other comprehensive income through
the available-for-sale reserve in equity. Cumulative
gain or loss previously reported in the availablefor-sale reserve is recognised in profit or loss when
the asset is derecognised or impaired.		
Debt and Equity Instruments
Debt and equity instruments are classified as
either liabilities or as equity in accordance with the
substance of the contractual agreement.
Interest
Interest is classified as an expense consistent with
the balance sheet classification of the related debt
or equity instruments.
Financial liabilities
The Group classifies its financial liabilities as
measured at amortised cost. The Group does not
use derivative financial instruments in economic
hedges of currency or interest rate risk.
These financial liabilities include the following
items:						
Trade payables and other short-term monetary
liabilities, which are initially recognised at fair value
and subsequently carried at amortised cost using
the effective interest method.
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Impairment
A financial asset (or a group of financial assets)
is deemed to be impaired if, and only if, there is
objective evidence of impairment as a result of one
or move events (a “loss event”) having occurred,
which has an impact on the estimated future cash
flows of the financial asset(s).
In the case of available-for-sale financial assets,
a significant or prolonged decline in the market
value of the instrument is considered to constitute
a loss event. Impairment losses are recognised in
profit or loss immediately. Also, any cumulative
decline in fair value previously recognised in other
comprehensive income is reclassified into profit or
loss at this point.
In the case of financial assets carried at amortised
cost, loss events may include: indications that the
debtors or a group of debtors are experiencing
significant financial difficulty, default or
delinquency in interest or principal payments;
indications that they will enter bankruptcy or other
financial reorganisation; and changes in arrears or
economic conditions that correlate with defaults.
For financial assets carried at amortised cost
(including loans and receivables), a separate
allowance account is used to reduce the carrying
amount of financial assets impaired by credit
losses. After having taken all possible measures
of recovery, if management establishes that the
carrying amount cannot be recovered by any
means, at that point the written-off amounts are
charged to the allowance account or the carrying
amount of impaired financial assets is reduced
directly if not impairment amount was previously
recognised in the allowance account.
When the terms of financial assets that would
otherwise have been past due or impaired have
been renegotiated, the Group recognised the
impairment for such financial assets by taking into
account the original terms as if the terms have
not been renegotiated so that the loss events that
have occurred are duly considered.
Derecognition
Financial assets are derecognised when the
contractual rights to receipt of cash flows expire or
the asset is transferred to another party whereby
the entity no longer has any significant continuing
involvement in the risks and benefits associated
with the asset. Financial liabilities are derecognised
when the related obligations are discharged,
cancelled or have expired. The difference between
the carrying amount of the financial liability
extinguished or transferred to another party and
the fair value of consideration paid, including the
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transfer of non-cash assets or liabilities assumed,
is recognised in profit or loss.
l) Issued Capital
Ordinary shares are classified as equity.
Incremental costs directly attributable to the issue
of the new shares or options are shown in equity as
a deduction, net of tax, from the proceeds.
m) Convertible Notes					
Convertible notes are separated into liability and
equity components based on the terms of the
contract.				
On issuance of the convertible notes, the fair value
of the liability component is determined using an
equivalent market rate. 		
This amount is classified as a financial liability
measured at amortised cost (net of transaction
costs) until it is extinguished on conversion or
redemption.
The remainder of the proceeds is allocated to the
conversion option that is recognised and included
in equity. Transaction costs are deducted from
equity, net of associated income tax. The carrying
amount of the conversion option is not remeasured
in subsequent years.
Transaction costs are apportioned between the
liability and equity components of the convertible
notes based on the allocation of proceeds to
the liability and equity components when the
instruments are initially recognised.
Based on the above, classification of Convertible
Notes value is in accordance with AASB 9 as per
note 12.
n) Current and Non-Current Classification
Assets and liabilities are presented in the
statement of financial position based on current
and non-current classification.
An asset is current when it is expected to be
realised or intended to be sold or consumed in
normal operating cycle; it is held primarily for the
purpose of trading; it is expected to be realised
within twelve months after the reporting period;
or the asset is cash or cash equivalent unless
restricted from being exchanged or used to settle a
liability at least twelve months after the reporting
period. All other assets are classified as
non-current.

39

I

VEC TUS BI OSYSTE M S

Summary of Significant Accounting Policies Cont.

A liability is current when; it is expected to be
settled in normal operating cycle; it is held
primarily for the purpose of trading; it is due to be
settled within twelve months after the reporting
period; or there is no unconditional right to defer
the settlement of the liability for at least twelve
months after the reporting period. All other
liabilities are classified as non-current.
o)Intangible Assets
Intangible assets acquired as part of a business
combination, other than goodwill, are initially
measured at their fair value at the date of the
acquisition. Intangible assets acquired separately
are initially recognised at cost. Indefinite
life intangible assets are not amortised and
are subsequently measured at cost less any
impairment. Finite life intangible assets are
subsequently measured at cost less amortisation
and any impairment. The gains or losses recognised
in profit or loss arising from the derecognition
of intangible assets are measured as the
difference between net disposal proceeds and
the carrying amount of the intangible asset. The
method and useful lives of finite life intangible
assets are reviewed annually. Changes in the
expected pattern of consumption or useful life
are accounted for prospectively by changing the
amortisation method or period.
Research and development
Research costs are expensed in the period in
which they are incurred. Development costs are
capitalised when it is probable that the project
will be a success considering its commercial and
technical feasibility; the consolidated entity is able
to use or sell the asset; the consolidated entity
has sufficient resources; and intent to complete
the development and its costs can be measured
reliably. Capitalised development costs are
amortised on a straight-line basis over the period
of their expected benefit.
Patents and trademarks
Patents are in relation to research and are not
capitalised, the costs associated with patents have
been included as an expense.
p) Provisions
				
Provisions are recognised when the Group has a
legal or constructive obligation, as a result of past
events, for which it is probable that an outflow of
economic benefits will result and that outflow can
be reliably measured.
Provisions are measured using the best estimate
of the amounts required to settle the obligation at
the end of the reporting period.

q) Government Grants
Government grants are recognised at fair value
where there is reasonable assurance that the
grant will be received and all grant conditions
will be met. Grants relating to expense items are
recognised as income over the periods necessary to
match the grant to the costs it is compensating.
Grants relating to assets are credited to deferred
income at fair value and are credited to income
over the expected useful life of the asset on a
straight-line basis.
r) Comparative Figures
When required by Accounting Standards,
comparative figures have been adjusted to
conform to changes in presentation for the current
financial year.
Where the Group retrospectively applies an
accounting policy, makes a retrospective
restatement or reclassifies items in its financial
statements, an additional (third) statement
of financial position as at the beginning of the
preceding period in addition to the minimum
comparative financial statements is presented.
s)Earnings per share
Basic earnings per share
Basic earnings per share is calculated by dividing
the profit attributable to equity holders of the
company, excluding any costs of servicing equity
other than ordinary shares, by the weighted
average number of ordinary shares outstanding
during the year, adjusted for bonus elements in
ordinary shares issued during the year.
Diluted earnings per share
Diluted earnings per share adjusts the figures used
in the determination of basic earnings per share to
take into account the after income tax effect of
interest and other financing costs associated with
dilutive potential ordinary shares and the weighted
average number of shares assumed to have been
issued for no consideration in relation to dilutive
potential ordinary shares.
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2. Critical Accounting Judgements, Estimates & Assumptions
The preparation of the financial statements
requires management to make judgements,
estimates and assumptions that affect the
reported amounts in the financial statements.
Management continually evaluates its judgements
and estimates in relation to assets, liabilities,
contingent liabilities, revenue and expenses.
Management bases its judgements, estimates and
assumptions on historical experience and on other
various factors, including expectations of future
events, management believes to be reasonable
under the circumstances. The resulting accounting
judgements and estimates will seldom equal the
related actual results. The judgements, estimates
and assumptions that have a significant risk of
causing a material adjustment to the carrying
amounts of assets and liabilities (refer to the
respective notes) within the next financial year are
discussed as follows.

Employee benefits provision
As discussed in note 1, the liability for employee
benefits expected to be settled more than 12
months from the reporting date are recognised
and measured at the present value of the
estimated future cash flows to be made in
respect of all employees at the reporting date.
In determining the present value of the liability,
estimates of attrition rates and pay increases
through promotion and inflation have been taken
into account.
Share-based payment transactions
The Group measures the cost of equity-settled
transactions with employees by reference to
the fair value of the equity instruments at the
date at which they are granted. The fair value
is determined using the Black & Scholes model,
with the applicable assumptions. The accounting
estimates and assumptions relating to equitysettled share-based payments would have no
impact on the carrying amounts of assets and
liabilities within the next annual reporting period
but may impact expenses and equity.

3. Other Income

Finance revenue
ATO cash flow boost

2020

2019

$

$

1,186

220

50,000

-

51,186

220
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4. Loss from Ordinary Activities
Loss from ordinary activities before income tax includes the following items of expense:
2020

2019

$

$

19,516

22,627

19,516

22,627

886,092

886,993

Superannuation and statutory oncosts

69,681

71,083

Share based payment expense

20,246

122,858

5,888

8,403

52,584

36,431

1,034,491

1,125,768

Borrowing cost - convertible notes

561,906

-

Interest on Directors' loan

130,431

115,571

Other finance costs

23,998

7,594

716,335

123,165

Research and Development expense

309,618

192,375

Patent costs

403,383

519,422

713,001

711,797

Expenses
Depreciation and amortisation expense		
Depreciation of property, plant and equipment

Employment expenses and directors’ remuneration
Base salary and fees

Other employee expenses
Transfers from employee entitlements provisions

Finance Costs

Research & Development expense
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5. Income Tax
a) Income tax expense
The prima facie income tax benefit on pre-tax accounting loss reconciles to the income tax benefit in the
financial statements as follows:
2020

2019

$

$

Loss for year before income tax benefit

(3,379,700)

(2,496,222)

Income tax benefit calculated at 30%

(1,013,910)

(748,867)

998,910

748,867

15,000

-

R&D tax offset rebate received

383,629

899,942

Income tax benefit

383,629

899,942

2020

2019

$

$

Revenue tax losses available for offset against future tax income

4,057,385

2,880,833

Net deferred tax asset not recognised in respect of tax losses 		

4,057,385

2,880,833

105,219

89,444

9,000

9,000

3,161

52,702

117,380

151,146

117,380

151,146

Temporary differences and tax losses not recognised 		

Other permanent differences
Non assessable Cash Flow Boost

b) Deferred tax balances not recognised
Calculated at 30% not brought to account as assets:

Deferred tax assets relating to tax losses

Deferred tax assets relating to temporary differences
Provision for employee entitlements
Accruals
Share Issue Costs

Net deferred tax asset not recognised in respect of temporary differences

Relevance of tax consolidation to the consolidated entity						
Legislation to allow groups comprising a parent entity and its Australian resident wholly-owned entities, to elect
to consolidate and be treated as a single entity for income tax purposes (‘the tax consolidation system’) was
substantively enacted on 21 October 2002. The company and its wholly-owned Australian resident entity have
been consolidated for tax purposes under this legislation.
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6. Cash and Cash Equivalents

Cash on Hand
Cash at Bank and Term Deposits

2020

2019

$

$

860

860

2,684,423

42,312

2,685,283

43,172

2020

2019

$

$

124,603

84,268

78,647

31,539

203,250

115,807

7. Other Current Assets

Prepayments
Goods and Services Tax

The carrying amounts of the group’s other current assets are a reasonable approximation of their fair values.

8. Property, Plant and Equipment

Plant and Equipment
Less: Accumulated depreciation

Furniture & Fittings
Less: Accumulated depreciation

Office Equipment
Less: Accumulated depreciation

2020

2019

$

$

654,566

596,781

(583,051)

(566,816)

71,515

29,965

15,139

15,139

(15,139)

(15,139)

-

-

62,991

57,676

(55,793)

(52,512)

7,198

5,164

78,713

35,129
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Reconciliations of the written down values at the beginning and end of the current financial year are set out
below:					
Plant and
Equipment

Furniture
and Fittings

Office
Equipment

Total

Balance at 1 July 2019

29,965

-

5,164

35,129

Additions

57,785

-

5,315

63,100

(16,235)

-

(3,281)

(19,516)

71,515

-

7,198

78,713

35,669

-

10,508

46,177

11,579

-

-

11,579

(17,283)

-

(5,344)

(22,627)

29,965

-

5,164

35,129

Depreciation
Balance at 30 June 2020

Balance at 1 July 2018
Additions
Depreciation
Balance at 30 June 2019

9. Current Trade and Other Payables

Trade creditors
PAYG withholding payable

2020

2019

$

$

606,201

1,119,925

15,202

16,802

621,403

1,136,727

The carrying amount of the Group’s current trade and other payables are a reasonable approximation of their
fair values.			
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10. Other Current and Non-Current Liabilities
A) Other current liabilities

Accrued expenses
Lease liability

2020

2019

$

$

454,846

523,193

20,541

3,860

475,387

527,053

2020

2019

$

$

35,180

4,503

35,180

4,503

B) Other non-current Liabilities

Lease liability

The carrying amount of the Group’s other current and non-current liabilities are a reasonable approximation of
their fair values.			

11. Provisions
A) Current

Provision for Annual Leave
Provision for Long Service Leave

2020

2019

$

$

282,733

240,707

67,657

57,439

350,390

298,146

2020

2019

$

$

340

-

340

-

B) Non-Current

Provision for Long Service Leave

The carrying amount of the Group’s provisions are a reasonable approximation of their fair values.		
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12. Borrowings
Non-current borrowings

Loans from Directors

2020

2019

$

$

957,371

1,957,500

6,202,752

-

7,160,123

1,957,500

Interest is payable at 8% per annum
Secured against R&D cash back from ATO and balance against Company's assets.
Convertible Notes (Notes below)

Convertible Notes						
The Convertible Note capital raising announced on 17 September 2019 was completed following approvals at
the Company’s 22 November 2019 Annual General Meeting (AGM). Details are as follows:
Notes: 14,000,000 Convertible Notes, each with a face value of $0.50 each.				
Term: 36 months until Maturity Date.						
Interest: 6% per annum capitalised and paid on Maturity Date (or investor can elect to convert any unpaid
interest on their Notes at the end of each 12-month period into VBS shares at an issue price that is the higher of
(i) $0.50 and (ii) 10% below the relevant VWAP).						
Conversion: Each Note will be redeemed for $0.50 plus any unpaid interest on that Note. Each Note may be
converted into one VBS ordinary share at $0.50 per share. The investors have the right to convert their Notes at
any time prior to, or on, the Maturity Date. No Note holders have yet converted their Notes into shares
Listing and security: The Convertible Notes will not be listed on ASX and are secured.
Valuation: In accordance with AASB 9, the convertible notes are presented in the balance sheet as follows:

Face value of notes issued
Equity component
Cost of raising convertible notes (nett)
Interest

2020

2019

$

$

7,000,000

-

(1,065,808)

-

(228,158)

-

496,718

-

6,202,752

-
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13. Issued Capital

Ordinary shares - fully paid

2020 Number
of Shares

2019 Number
of Shares

2020
$

2019
$

23,654,816

23,379,996

17,861,819

17,600,420

23,654,816

23,379,996

17,861,819

17,600,420

Movements in ordinary share capital of Vectus Biosystems Limited			

Balance at beginning of the year

2020 Number
of Shares

2019 Number
of Shares

2020
$

2019
$

23,379,996

23,379,996

17,600,420

17,600,420

175,000

-

260,975

-

99,820

-

53,110

-

23,654,816

23,379,996

17,914,505

17,600,420

-

-

(52,686)

-

23,654,816

23,379,996

17,861,819

17,600,420

Shares issued during the year
Shares issued to KMP
Other share issues

Transaction costs relating to share issues
Balance at end of year

For the purposes of these disclosures, the Group considers its capital to comprise its ordinary share capital
and accumulated retained earnings. Neither the share based payments reserve nor the translation reserve is
considered as capital.
Capital Risk Management
When managing capital, management’s objective is to ensure the entity continues as a going concern as well
as to maintain optimal returns to shareholders and benefits for other stakeholders. Management also aims to 		
maintain a capital structure that ensures the lowest cost of capital available to the entity.			
Management are constantly adjusting the capital structure to take advantage of favourable costs of capital
or high returns on assets. As the market is constantly changing, management may change the amount of
dividends to be paid to shareholders, return capital to shareholders, issue new shares or sell assets to
reduce debt.
The capital risk management policy remains unchanged from the 30 June 2019 Annual Report.
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14. Equity - Accumulated Losses

Accumulated loss at the beginning of the financial year
Loss after income tax expense for the year
Accumulated loss at the end of the financial year

2020

2019

$

$

(21,846,851)

(20,250,571)

(2,996,071)

(1,596,280)

(24,842,922)

(21,846,851)

15. Related Party Disclosures
a) Subsidiary
Vectus Biosystems Limited has a 100% interest in Accugen Pty Limited.					
b) Key management personnel					
Disclosures relating to key management personnel are set out in note 16.					
c) Transactions with related parties
Details of transactions occurred with related parties are disclosed in Remuneration Report in the Directors’
report.

16. Key Management Personnel
a) The Directors of Vectus Biosystems Limited during the year were:
Ronald Shnier
Maurie Stang
Karen Duggan
Peter Bush
Susan Pond					
b) The aggregate compensation made to key management personnel of the consolidated entity is set out
below:
2020

2019

$

$

369,970

366,838

Post-employment benefits

35,147

34,850

Share-based payments

14,719

118,832

419,836

520,520

Short-term employee benefits

Futher, disclosures relating to the key management personnel are set out in remuneration report in the
directors’ report.
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17. Commitments
a) Lease commitments - finance

2020

2019

$

$

Within one year

95,635

78,246

One to five years

35,180

4,935

130,815

83,181

Committed at the reporting date and recognised as liabilities, payable:

b) Lease commitments - operating
Committed at the reporting date but not recognised as liabilities, payable for the laboratory facility at North Ryde:
Within one year

25,210

25,210

-

-

25,210

25,210

606,540

184,889

-

-

606,540

184,889

One to five years

c) Operating Commitments
Committed at the reporting date but not recognised as liabilities, payable:
Research and development expenses
Within one year
One to five years

d) Capital expenditure commitments
There are no capital expenditure commitments at the end of the financial year.			

18. Interest in subsidiary
The consolidated financial statements incorporate the assets, liabilities and results of the following subsidiary in
accordance with the accounting policy described in Note 1.							
Ownership interest

Name

Principal place of business / Country of Incorporation

Accugen Pty Limited

Australia

2020

2019

%

%

100%

100%

19. Subsequent events
There have been no matters or circumstances, which have arisen since 30 June 2020 that have significantly
affected or may significantly affect:						
a) the operations, in financial years subsequent to 30 June 2020, of the Group; or
b) the results of those operations;
c) the state of affairs, in the financial years subsequent to 30 June 2020, of the Group.
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20. Remuneration of auditors
During the financial year the following fees were paid or payable for services provided by UHY Haines Norton,
Chartered Accountants.					
2020

2019

$

$

41,100

39,200

41,100

39,200

2020

2019

$

$

Loss after income tax

(2,913,501)

(1,507,446)

Total comprehensive loss

(2,913,501)

(1,507,446)

Total current assets

4,234,716

1,369,871

Total assets

4,305,155

1,395,128

Total current liabilities

1,441,869

1,897,370

Total liabilities

8,637,172

3,894,922

18,927,627

17,600,420

270,682

516,610

Audit Services - UHY Haines Norton
Audit and review of financial statements

21. Parent entity information

Equity
Issued capital (net of share issue cost)
Reserves
Retained earnings /accumulated losses
Total equity

(23,530,325) (20,616,824)
(4,332,016) (2,499,794)

Guarantees entered into by the parent entity in relation to the debts of its subsidiary				
The parent entity has not entered into guarantee agreement on behalf of its subsidiary.
Operating commitments and Contingent liabilities
Operating commitments and contingent liabilities of the parent entity as at the reporting date are same as of
the Group disclosed in Note 17 and 27 respectively.
The Directors are of the opinion that provisions are not required in respect of these matters, as it is not
probable that future sacrifice of economic benefits will be required or the amount is not capable of reliable
measurement.
Capital Commitments - Property, plant and equipment
The parent entity had no capital commitments for property, plant and equipment as at 30 June 2019 and 30
June 2020.
Significant accounting policies
The accounting policies of the parent entity are consistent with those of the consolidated entity, as disclosed in
note 1, with exception of the investment in subsidiary that is accounted for at cost.
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22. Notes to Cash Flow Statements
a) Reconciliation of cash
For the purposes of the statement of cash flows, cash includes cash on hand and in banks and investments in
money market instruments, net of outstanding bank overdrafts. Cash at the end of the financial year as shown
in the statement of cash flows is reconciled in the related items in the statement of financial position
as follows:													

Cash at bank and on hand

2020

2019

$

$

2,685,283

43,172

2,685,283

43,172

b) Reconciliation of operating loss after income tax to net cash flows from operating activities
2020

2019

$

$

(2,996,071)

(1,596,280)

19,516

22,627

496,718

-

Amortisation of cost of Convertible Notes issue of cost of Convertible Notes issue

65,188

-

Share based payments

32,156

122,858

(87,443)

(7,512)

(532,528)

135,361

(51,666)

245,900

52,584

36,432

(3,001,547)

(1,040,614)

Operating loss after income tax

Non cash/non-operating items included in profit and loss		
Depreciation and amortisation
Convertible Notes interest

Changes in assets and liabilities
(Increase) / Decrease in other assets
Increase / (Decrease) in trade creditors
Increase / (Decrease) in other creditors and accruals
Increase in employee entitlement provision

Net cash used in operating activities

23. Operating Segments
The consolidated group had no reportable segments during the year.			
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24. Reserves
2020

2019

$

$

516,610

393,752

Employees and consultant

53,438

4,026

Directors

14,719

118,832

(314,085)

-

270,682

516,610

2020

2019

$

$

Basic loss per share (cents per share)

(12.73)

(6.83)

Diluted loss per share (cents per share)

(12.73)

(6.83)

Loss used to calculate basic loss per share

(2,996,071)

(1,596,280)

Loss used to calculate diluted loss per share

(2,996,071)

(1,596,280)

Weighted average number of ordinary shares used to calculate basic loss per share

23,533,025

23,379,993

Weighted average number of ordinary shares used to calculate diluted loss per share

23,533,025

23,379,993

Share based payments reserve
Balance at beginning of financial year

Share based payments during the year allocated to:

Utilised for share issue
Balance at end of financial year

25. Loss Per Share
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26. Financial Instruments Disclosures
a) Capital
The Group considers its capital to comprise its ordinary share capital and accumulated retained earnings.
In managing its capital, the Group’s primary objective is to ensure its continued ability to provide a
consistent return for its equity shareholders through a combination of capital growth and distributions.
In order to achieve this objective, the Group seeks to maintain a sufficient funding base to enable the
Group to meet its working capital and strategic investment needs. In making decisions to adjust its capital
structure to achieve these aims, either through new share issues or debt, the Group considers not only its
short-term position but also its long-term operational and strategic objectives.		
b) Financial instrument risk exposure and management:
In common with all other businesses, the Group is exposed to risks that arise from its use of financial
instruments. This note describes the Group’s objectives, policies and processes for managing those risks and
the methods used to measure them.
Further quantitative information in respect of these risks is presented throughout these financial
statements.
There have been no substantive changes in the Group’s exposure to financial instrument risks, its objectives,
policies and processes for managing those risks or the methods used to measure them from previous periods
unless otherwise stated in this note.		
c) Principal financial instruments:
The principal financial instruments used by the Group, from which financial instrument risks arise, are:
Cash at bank;
Deposits and bonds; 						
Loan from Directors;						
Convertible Notes; and					
Trade and other payables.						
d) General objectives, policies and processes
The Board has overall responsibility for the determination of the Group’s risk management objectives
and policies and has the responsibility for designing and operating processes that ensure the effective
implementation of the objectives and policies to the Group’s finance function. The Board receives monthly
reports through which it reviews the effectiveness of the processes put in place and the appropriateness of
the objectives and policies it sets.
The overall objective of the board is to set policies that seek to reduce risk as far as possible without unduly
affecting the Group’s competitiveness and flexibility. Further details regarding these policies are set out
below:
i)

Credit risk
Credit risk arises principally from the Group’s cash and term deposits. It is the risk that the counterparty
fails to discharge its obligation in respect of the instrument.		
The maximum exposure to credit risk at balance sheet date is as follows:

Bank deposits

2020

2019

$

$

2,684,423

42,312

ii) Liquidity risk
Liquidity risk arises from the Group’s management of working capital and the finance charges and principal
repayments on its debt instruments. It is the risk that the Group will encounter difficulty in meeting its
financial obligations as they fall due.
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The Group’s policy is to ensure that it will always have sufficient cash to allow it to meet its liabilities when they
become due. To achieve this aim, it seeks to maintain cash balances (or agreed facilities) to meet expected
requirements for a period of at least 45 days.
The Board receives cash flow projections on a monthly basis as well as information regarding cash balances.
At the balance sheet date, these projections indicated that the Group expected to have sufficient liquid
resources to meet its obligations under all reasonably expected circumstances.
Maturity analysis of financial assets and liability based on management’s expectations
The risk implied from the values shown in the table below, reflects a balanced view of cash inflows and outflows.
Trade payables and other financial liabilities mainly originate from the financing of assets used in our ongoing
operations such as property, plant, equipment and investments in working capital (e.g., trade receivables and
inventories). These assets are considered in the Group’s overall liquidity risk.

Cash flows

< 1 year

1 - 3 years

Total

Carrying
amount

$

$

$

$

$

Cash and cash equivalents

2,685,283

2,685,283

-

2,685,283

2,685,283

Total

2,685,283

2,685,283

-

2,685,283

2,685,283

Trade Creditors

621,403

621,403

-

621,403

621,403

Accruals

454,846

454,846

-

454,846

454,846

Borrowings

8,305,743

-

8,305,743

8,305,743

7,160,123

Total

9,381,992

1,076,249

8,305,743

9,381,992

8,236,372

Maturity Analysis - 2020

Financial assets

Financial liabilities

Net maturity

(6,696,709)

1,609,034 (8,305,743) (6,696,709) (5,551,089)

Cash flows

< 1 year

1 - 3 years

Total

Carrying
amount

$

$

$

$

$

Cash and cash equivalents

43,172

43,172

-

43,172

43,172

Total

43,172

43,172

-

43,172

43,172

1,136,727

1,136,727

-

1,136,727

1,136,727

523,193

523,193

-

523,193

523,193

Borrowings

2,427,300

-

2,427,300

2,427,300

1,957,500

Total

4,087,220

1,659,920

2,427,300

4,087,220

3,617,420

Maturity Analysis - 2019

Financial assets

Financial liabilities
Trade Creditors
Accruals

Net maturity

(4,044,048)

(1,616,748) (2,427,300) (4,044,048) (3,574,248)
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iii) Interest rate risk:						
The Group’s exposure to fluctuations in interest rates that are inherent in financial markets arise
predominantly from assets and liabilities bearing variable interest rates.
The company’s exposure to interest rate risk and the effective weighted average interest rate for classes of
financial assets and financial liabilities is set out below:
2020

Weighted
Average
Rates

Floating
rates

%

$

$

$

$

1.0%

2,685,283

-

-

2,685,283

2,685,283

-

-

2,685,283

Fixed Non-interest
rates
bearing

Total

Financial Assets
Cash and cash equivalents
Total

Financial liabilities
Trade Creditors

0.0%

-

-

621,403

621,403

Other payables and accruals

0.0%

-

-

454,846

454,846

Loans from Directors

8.0%

-

957,371

-

957,371

Convertible Notes

6.0%

-

6,202,752

-

6,202,752

-

7,160,123

1,076,249

8,236,372

2,685,283

(7,160,123)

Total

Net financial assets (liabilities)

2019

(1,076,249) (5,551,089)

Weighted
Average
Rates

Floating
rates

%

$

$

$

$

1.0%

43,172

-

-

43,172

43,172

-

-

43,172

Fixed Non-interest
rates
bearing

Total

Financial Assets
Cash and cash equivalents
Total

Financial liabilities
Trade Creditors

0.0%

-

-

1,136,727

1,136,727

Other payables and accruals

0.0%

-

-

523,193

523,193

Borrowings

8.0%

-

1,957,500

-

1,957,500

-

1,957,500

1,659,920

3,617,420

Total

Net financial assets (liabilities)

43,172

(1,957,500) (1,659,920) (3,574,248)
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The following sensitivity analysis is based on the interest rate risk exposure in existence at the balance sheet
date. The analysis assumes all other variables remain constant.
Sensitivity analysis
2020

Cash at bank

Carrying amount

+0.5% interest
Profit & Loss

-0.5% interest
Profit & Loss

$

$

$

2,685,283

13,426

(13,426)

13,426

(13,426)

(4,028)

4,028

9,398

(9,398)

Carrying amount

+0.5% interest
Profit & Loss

-0.5% interest
Profit & Loss

$

$

$

43,172

216

(216)

216

(216)

(65)

65

151

(151)

Tax charge of 30%
Post tax profit increase / (decrease)

2019

Cash at bank

Tax charge of 30%
Post tax profit increase / (decrease)

27. Contingent Liabilities
There are no contingent liabilities of the company or the Group other than commitments disclosed in Note 17.
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Directors’ Declaration			
In the opinion of the Directors:										
1. the attached financial statements and notes comply with the Corporations Act 2001, the Accounting
Standards, the Corporations Regulations 2001 and other mandatory professional reporting requirements;		
				
2. the attached financial statements and notes comply with International Financial Reporting Standards as
issued by the International Accounting Standards Board as described in note 1 to the financial statements;		
				
3. the attached financial statements and notes give a true and fair view of the consolidated entity’s financial
position as at 30 June 2020 and of its performance for the financial year ended on that date; and			
			
4. there are reasonable grounds to believe that the company will be able to pay its debts as and when they
become due and payable.
The directors have been given the declarations required by section 295A of the Corporations Act 2001.
Signed in accordance with a resolution of directors made pursuant to section 295(5)(a) of the Corporations
Act 2001.
On behalf of the Board of Directors

Maurie Stang
Non-Executive Deputy Chairman
Sydney, 31 August 2020
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Independent Auditor’s Report cont.
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Independent Auditor’s Report cont.
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Additional information required by the ASX Listing Rules, and not disclosed elsewhere in this Annual Report, is
detailed below. This information was prepared based on Vectus Biosystems Limited’s Share Registry information.

Security Holder Information
Distribution of Shareholders
Analysis of the fully paid ordinary shares by holding as at 28 October 2020:
Spread of Holdings

Number of Holders

Ordinary shares

% of Total Issued Capital

51

27,017

0.110

1,001 – 5,000

140

308,444

1.300

5,001 – 10,000

34

262,180

1.110

137

5,141,684

21.730

38

17,921,992

75.750

400

23,661,317

100.000

1 – 1,000

10,001 – 100,000
100,001 – and over
Total

On 27 October 2020 there were 30 shareholders holding less than a marketable parcel of $500 worth of shares
at a share price of $0.95.

Distribution of Convertible Noteholders
Analysis of the convertible notes by holding as at 28 October 2020:
Spread of Holdings

Number of Holders

Convertible Notes

% of Total Issued Notes

1 – 1,000

0

0

0.000

1,001 – 5,000

0

0

0.000

5,001 – 10,000

0

0

0.000

10,001 – 100,000

19

1,110,000

7.930

100,001 – and over

17

12,890,000

92.070

Total

36

14,000,000

100.00
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Australian Securities Exchange (ASX) Additional Information cont.
Statement of Shareholdings as at 27 October 2020
The names of the 20 largest holders of fully paid ordinary shares are listed below:
#

Shareholder

Number of Shares

% Holding

1

Ajjika Technology Pty Limited <The Ajjika A /C>

3,200,000

13.524

2

Energy Trading Systems Pty Ltd <The MPF A /C>

2,550,000

10.777

3

Bernard Stang

2,550,000

10.777

4

3rd Pulitano Pty Ltd

801,667

3.388

5

Spinite Pty Ltd

763,478

3.227

6

Grizzly Holdings Pty Limited

733,333

3.099

7

Bennelong Resources Pty Ltd <John Egan Super Fund A /C>

670,000

2.832

8

Gleneagle Securities (Aust) Pty Ltd <House Prop A /C>

566,942

2.396

9

Finot Pty Limited

550,000

2.324

10

Fleray Pty Ltd <The Senior Super Fund AC>

466,966

1.974

11

Victor Zheng Chun Ye

430,021

1.817

12

Mr Norman Nathan Gelbart <Alex Wartski Family A /C>

425,380

1.798

13

Kent's Flowers Pty Ltd <The Flawless Flowers A /C>

304,524

1.287

14

Helensleigh Pty Ltd <Helensleigh Staff S/F A /C>

265,161

1.121

15

Adziel Pty Limited

250,000

1.057

16

Mr Norman Nathan Gelbart

224,160

0.947

17

Madrettor Pty Ltd <Russell and Linda Super A /C>

221,722

0.937

18

Capricorn Eleven Superannuation Fund Pty Ltd <Capricorn Eleven P/L S/F A/C>

204,167

0.863

19

Feng Family Super Fund Pty Ltd <Feng Family Super Fund A /C>

202,000

0.854

20

Hillridge Pty Ltd

188,559

0.797

15,568,080

65.796

Other Holdings

8,093,237

34.204

Total Ordinary Shares

23,661,317

100.000

Total of Top 20 Holdings

Voting Rights
At general meetings of the Company, all fully paid ordinary shares carry one vote per share without restriction.
On a show of hands, every member present at a general meeting, or by proxy, shall have one vote and, upon a
poll, each share shall have one vote. Option holders and convertible noteholders have no voting rights until the
options are exercised, or the convertible notes are converted, into ordinary shares.
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Substantial Shareholders
Substantial shareholders in Vectus Biosystems Limited, based on Substantial Shareholder Notices received by
the Company, are as follows:
Name

Shares

% of Shares Issued

Dr Karen Duggan

3,201,500

13.640

Mr Maurie Stang

2,562,000

10.963

Mr Bernard Stang

2,562,000

10.963

1,542,881

6.520

Spinite Pty Ltd

Options (ASX:VBSAD) issued under Employee Incentive Plan as at 28 October 2020
Details of Option Holders

Zero Exercise Price Options (progressive vesting dates)

Vectus employee – one holder

1,666 – expire if not converted by 23 August 2023

Vectus employee – three holders

8,333 – expire if not converted by 3 October 2024

Options issued for corporate advisory and consulting services as at 28 October 2020
Details of Option Holders
Gleneagle Securities (Aust) Pty Ltd
Two holders of Options

500,000 Options with a $0.50 Exercise Price
450,000 – expire, if not exercised, on 24 December 2022
50,000 – expire, if not exercised, on 24 December 2022

Convertible Notes (ASX:VBSAE) issued as at 28 October 2020
Details of Convertible Noteholders
Merrill Lynch (Aust) Nominees Pty Ltd
<Regal Emerging Companies Fund II A /C>
35 holders of Convertible Notes

14,000,000 Convertible Notes with a $0.50 Conversion Price
3,600,000 – 6% interest rate per annum capitalised and
paid on Maturity Date, being 27 September 2022
10,400,000 – 6% interest rate per annum capitalised
and paid on Maturity Date, being 27 September 2022

On-Market Buy-Back
In accordance with ASX Listing Rule 4.10.18, the Company advises that there is no current on-market buy-back.
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