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ECO ANIMAL HEALTH LIMITED
STRATEGIC REPORT

The Dirgctors present their Strategic Report of ECO Animal Health Limited ("the Campany”) for the year
ended 31 March 2024.

Financial review

Sales in the year to 31 March 2024 increased by 5.8%.

Adjusted EBITDA (Earnings before interest, tax, depreciation, amortisation and impairment) is
considered by the Directors to be one of the Company’s principal non-GAAP key performance indicators
because the Company is required to amortise its drug registration costs even though the Directors
believe there is no impairment to their value. EBITDA increased by 7% to £9.0m.

Key performance Indicators

The key performance indicators ("KPIs") for the Company are those that communicate the financial
performance and strength of the Company to shareholders.

A summary of the KPIs is as follows:

Notes 2024 2023
£000's £000's
Financial indicators

Revenue 56,844 53,708
Gross profit 20,056 20,565
Gross margin % 35.3% 38.3%
Profit / (Loss) before income tax 5,005 5,834
Adjusled EBITDA 2.25,4 9,001 8,383

Risks and Uncertainties

The Board considers that the following risks and uncertainties could affect the Company’s performance:

Currency movements
The Company exports its products to almost 60 countries and is exposed to movements in currency.

The Company takes advantage of natural hedges in the business (where both revenues and expenses
are in the same foreign currency) and additionally uses forward foreign exchange contracts to manage
its currency exposure. The Company has not opted to use hedge accounting for these instruments,
and any changes in fair value are recognised in the income statement.

Commercial risks

There is increasing pressure on veterinarians to prescribe antibiotics appropriately and in accordance
with the product label. Aivlosin® meets all current guidelines for the judicious and prudent use of
antimicrobials for food producing animals and is not used in human health. The Company spends
considerable effort and resource liaising with regulatory authorities and leading consultants to ensure
that it remains compliant with all prescribing guidelines.

Supply risks
The Company is dependent on a small number of suppliers for some of its raw materials and maintains

business interruption insurance in respect of each of these. In the longer term the Company continues
to build strategic manufacturing partnerships internationally to protect its complex giobal supply chain.



ECO ANIMAL HEALTH LIMITED
STRATEGIC REPORT (continued)

Dependence on key customers

The Company is dependent on a number of customers and distributors in each of the territories into
which it sells. The oss of one or more of its key customers could result in lower than expected sales
and have a significant impact on the scale of its operations. The Company seeks to minimise reliance
on key territories and individual customers and distributors.

Disease

Although outbreaks of diseases for which the Company’s products are indicated are generally beneficial
to sales, some disease outbreaks temporarily impact on producticn, disrupt the free movement of
animals and affect trade. In the face of continued global demand for animal protein, however, any
reduction in supply leads to increased prices and therefore benefits those who have taken effective
measures to prevent or control the disease. In the medium term, most disease outbreaks are generally
well controlled by appropriate intervention strategies.

Timing of approval of marketing authorisations

Aivliosin® has been licensed for use in pigs and/or in poultry by the European, USA, Canadian,
Japanese, Chinese and many other regulatory bodies globally but the exact timing of new approvals of
marketing authorisations is difficult to predict. Regulatory authorities may submit additional questions
or require supplementary trial work to be performed prior to granting of a licence and this can lead to
some delay. Therefore, considerable resource is devoted to our licensing work in order to address any
issues that may arise in as timely a manner as is possible.

Growth of existing product portfolio

The Company pricritises sales and development activities for existing products. Third party distributors
are used to contain costs, recognising that this approach does lead to margin sacrifice for the Company.
The cost base is managed to reflect achievable growth rates particularly when individual markets
experience slowdowns. In all markets, Key Account management frameworks are adopted with major
producers. The primary competitive targets for our portfolic are branded, well-established, first-
generation products; we concentrate on the additional value added by our products.

Focus on investment in R&D

The Company's R&D investment is focused on several late, mid and early-stage projects which
collectively provide a balanced mix of well-established concepts and novel technologies and
approaches. This investment in R&D staff and the pipeline is expected to iead to an acceleration and
broadening of the product portfolio with the introduction of vaccines and other preventative treatments
in pigs and poultry and to an expansion of the search for new products in collaboration with leading
universities and research institutions where an exclusive position with worldwide commercial rights can
be cobtained.

Licensing and acquisition

The Company seeks to both license-in new products for pigs and poultry and to diversify by acquisition
to complement our organic growth and provide enhanced product portfolio breadth in core markets.

Skilled people

The Company has highly professional, experienced and committed people throughout the business.
Our strategy is to build on this core strength and to continue to develop an organisational culture that
attracts and rewards top talent in a company that offers career challenge and opportunity.

Trading update and outlook

Trading momentum from the prior year has continued intc the current year. Production and operational
efficiencies are being driven by the leadership team and this is expected to support margins going
forward. The R&D programme continues to provide considerable excitement and game-changing future
product flow is confidently expected. Despite the challenges from continuing sporadic African swine
fever outbreaks and commodity price pressures, the Directors are cautiously optimistic for the
remainder of this financial year and views the future with confidence.



ECO ANIMAL HEALTH LIMITED
STRATEGIC REPORT {continued)

Section 172 Statement

Under 5172 of the Companies Act 2006, company directors have a duty to act in good faith that is
likely to promote the success of the Company. This duty is for the benefit of the members as a whole,
having regard to the likely consequences of decisions for the long term. In addition, the directors’ duty
must have regard to:

The likely consegquences of any decisions in the long term

The interests of the Company’s employees

The need to foster the Company's business relationships with suppliers, customers and others
The impact of the Company's operations on the community and the environment

The desirability of the company maintaining a reputation for high standards of business
conduct, and

The need to act fairly as between members of the Company.
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The Company actively engages with its stakeholders, to ensure we take account of and respond to their
interests.

The Company is considering other ways to reduce its environmental impact; the Company's business
mode! (largely outsourced manufacturing and research) is low impact. The Company utilises electronic
communications and hybrid working patterns which will continue to be exploited, further helping the
Company's catbon footprint.

Going concern

After making appropriate enquiries, the Directors have, at the time of approving the financial statements,
formed a judgement that there is a reasonable expectation that the Company has adequate resources
to continue in operational existence for the foreseeable future. For this reason, the Directors continue
to adopt the going concern basis in preparing the financial statements.
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Christopher Wilks

Director



ECO ANIMAL HEALTH LIMITED
DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 MARCH 2024

The Directors present their report and financial statements for the year ended 31 March 2024,

Principal activities and review of the business

The principal activity of the Company in the year under review was that of achieving and exploiting
marketing authorisations for the manufacture and sale of animal health products. The Company is
currently administering applications for product licences to sell drugs for farm animals around the world.
The Company operates from offices in the UK, USA and China.

Results and dividends

The results for the year are set out on page 7.

The Directors do not recommend a payment of a dividend for the year (2023 £nil)

Directors
The following directors have held office since 1 April 2023:
David Hallas

Christopher Wilks
Andrew Buglass

Research and development activities

The Company is continually researching into and developing new products and markets. Details of
expenditure incurred and written off during the year are shown in the notes to the financial statements.
The Company is continuing investment in a portfolio of vaccines which, along with the existing Aivlosin®
product range, will drive future growth.

Achieving new marketing authorisations remains key to the future of the Company and many years of
product development and trials are now helping us move towards our goal of becoming a major force
in the animal health industry.

Going concern

After making enquiries, the Directors have a reasonable expectation that the Company has adequate
resources to continue in operational existence for the foreseeable future. Accordingly, they continue to
adopt the going concern basis in preparing the financial statements.

Financial instruments

The Company's accounting policies for financial instruments and strategy for management of those
financial instruments are given in note 2.4 to the financial statements.

Employees

Applications for employment by disabled persons are given full and fair consideration. When existing
employees become disabled, every effort is made to provide continuing employment wherever possible.



ECO ANIMAL HEALTH LIMITED
DIRECTORS’ REPORT (Continued)
FOR THE YEAR ENDED 31 MARCH 2024

Internal financial control

The Directors are responsible for the Company’s system of internal financial control. internal control
systems are designed to meet the particular needs of the Company and the risks to which it is exposed.
This provides reasonable, but not absolute, assurance against material misstatement or loss.

Directors’ insurance

The Company maintains directors’ and officers’ liability insurance for the benefit of its directors which
remained in place at 31 March 2024 and throughout the preceding year.

Statement of directors’ responsibilities

The Directors are responsibie for preparing the Annual Report and the financial statements in
accordance with applicable law and regulations. Company law requires the Directors to prepare
financial statements for each financial year. Under that law the Directors have prepared the financial
statements in accordance with United Kingdom Accounting Standards (United Kingdom Generally
Accepted Accountings Practice), including FRS 101 ‘Reduced Disclosure Framework’. Under company
law the Directors must not approve the financial statements unless they are satisfied that they give a
true and fair view of the state of affairs of the Group and the Company and of the profit or loss of the
Group for that pericd. In preparing these financial statements, the Directors are required to:

* select suitable accounting policies and then apply them consistently;

* make judgements and accounting estimates that are reasonable;

« state whether FRS 101 has been followed, subject to any material departures disclosed and
explained in the financial statements;

= prepare the financial statements on the going concern basis unless it is inappropriate to
presume that the Company will continue in business.

The Directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Company's transactions and disclose with reasonable accuracy at any time the financial
position of the Company. They are also responsible for safeguarding the assets of the Company and
hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

The Directors are responsible for the maintenance and integrity of the Company's website. Legislation
in the United Kingdom governing the preparation and dissemination of financial statements may differ
from legislation in other jurisdictions.

The directors note that the members have not required the Company to obtain an audit of its accounts
for the year in question in accordance with section 476 of the Companies Act 2006.

On behalf of the board
R

Christopher Wilks
Director



ECO ANIMAL HEALTH LIMITED
STATEMENT OF PROFIT AND LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 MARCH 2024

2024 2023

Notes £000's £000's

Revenue 56,844 53,708
Cost of sales (36,788) {33,143)
Gross profit 20,056 20,565
Other income 5 4,554 6,180
Administrative expenses (17,667) (19,643)
Exceptional items 3 (234) -
Profit from operating activities 3 6,709 7,102
Finance income 6 18 2
Finance costs 6 (1,722) {1.270)
Net finance expense (1,704) (1,268)
Profit / {loss} before income tax 5,005 5834
Income tax credit 7 460 1,000
Profit / {loss) for the year 5,465 6,834
Total comprehensive income/{loss) for the year 5,465 6,834

The Statement of Profit and Loss and Other Comprehensive Income has been prepared on the basis
that all operations are continuing operations.

The notes on pages 10 to 39 form part of these financial statements.



ECO ANIMAL HEALTH LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2024

Balance as at 1 April 2022

Loss for the year

Total comprehensive loss for the year

Contributions from parent

Balance as at 31 March 2023

Profit for the year

Total comprehensive profit for the year

Contributions from parent

Balance as at 31 March 2024

Share Contributions Retained Total
Capital from parent Earnings Equity
£000's £000's £000's £000's

Restated Restated
- 1,198 (7.207) (6,009}
- - 6,834 6,834
- - 6,834 6,834
- (68) - (66)
- 1,132 (373) 759
- - 5,465 5,465
- - 5,465 5,465
- 286 - 286
- 1,418 5,002 6,510

The notes on pages 10 to 39 form part of these financial statements.



ECO ANIMAL HEALTH LIMITED
STATEMENT OF FINANCIAL POSITION (Registered number: 02665200)
AS AT 31 MARCH 2024

2024 2023

Notes £000's £000's
Non-current assets
Intangible assets 8 20,438 17,705
Property, plant and equipment 9 336 508
Right-of-use assets 10 224 433
Investments 11 3,372 3,372
Total non-current assets 24,370 22,018
Current assets
Inventories 12 10,941 14,395
Trade and other receivables 13 30,510 23,91
Income tax recoverable 2,743 2,935
Other taxes and social security - 96
Cash and cash equivalents 14 5776 2,506
Assets held for sale 18 -
Total current assets 49,988 43,843
TOTAL ASSETS 74,358 65,861
Current Liabilities
Trade and other payables 15 (65,500) (63,262)
Provisions (486) (457}
Income tax payable - (34)
Lease liabilities (215) {207}
Current liabilities (66,201) {63,960)
Net current liabilities (16,213) (20,117)
Total assets less current liabilities 8,157 1,901
Non-current liabilities
Deferred tax 16 (1,580) {913}
Lease liabilities {67) (229)
TOTAL ASSETS LESS TOTAL LIABILITIES 6,510 759
EQUITY
Issued share capital 17 - -
Contributions from parent 1,418 1,132
Retained earnings / {losses) 5,092 (373)
Total equity 6,510 759

For the year ended 31 March 2024 the Company was entitied to exemption from audit under section
479A of the Companies Act 2006 (“the Act’} relating to subsidiary companies. The members have not
required the Company to obtain an audit of its financial statements for the year in question in accordance
with section 476 of the Act.

The Directors acknowledge their responsibilities for complying with the requirements of the Act with
respect to accounting records and for the preparation of the accounts.

Approved by the Board and authorised for issue on
Christopher Wilks
Director

The notes on pages 10 to 39 form part of these financial statements.
9



ECO ANIMAL HEALTH LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2024

1. General information
Eco Animal Health Limited manufactures and supplies animal health products globally.

The Company is incorporated and domiciled in the United Kingdom. The address of its registered office
and principal place of business is The Grange, 100 High Street, Londen, United Kingdom, N14 68N.

The Company is itself a subsidiary company and is exempt from the requirement to prepare group
accounts under section 400 of the Companies Act 2006 (“the Act”). These financial statements therefore
present information about the Company as an individual undertaking and not about its group. The
Company is included within the consolidated accounts of ECO Animal Health Group plc, its parent
company, which is registered in England and Wales. The consolidated accounts of ECO Animal Health
Group plc are available from Companies House.

For the year ended 31 March 2024, the Company was entitled to exemption from audit under
section 479A of the Companies Act 2006 relating to subsidiary companies. The Company's parent
Eco Animal Health Group plc provides a parent guarantee under section 479C of the Act over the
outstanding liabilities of the Company as at 31 March 2024.

2, Summary of significant accounting policies
2.1 Basis of preparation

These financial statements have been prepared in accordance with Financial Reporting Standard 101
Reduced Disclosure Framework (‘FRS 1017) issued by the Financial Reporting Council.

In preparing these financial statements, the Company applies the recognition, measurement and
disclosure requirements of International Financial Reporting Standards as adopted by the UK (UK-
adopted international accounting standards) but makes amendments where necessary to comply with
Companies Act 2006 and has set out below where advantage of FRS 101 disclosure exemptions has
been taken.

The Company is a qualifying entity for the purpose of adopting FRS 101 for the preparations of its
financial statements.

The preparation of financial statements, in conformity with FRS 101 requires the use of estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the financial
statements and the reported amounts of revenue and expenses during the reporting period. Although
these estimates are based on management's best knowledge of the amount, event or actions, actual
results ultimately may differ from those estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that
period, or in the period of the revision and future periods if the revision affects both current and future
periods.

10



ECO ANIMAL HEALTH LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2024

2.1

Basis of preparation {continued)

The Company has taken advantage of the following exemptions under FRS 101 from the disclosure
requirements of the following:

Paragraphs 62, B64(d), B64(e), B64(g), B64(h), B64(j) to B64(m), B64{n)(ii), B64(o)Xii), BE4(p),
B64(q)(ii}, B66 and B&7 of IFRS 3 Business Combinations

Paragraphs 45({b) and 46 to 52 of IFRS 2 Share-based payment

IFRS 7 Financial instruments: Disclosures

Paragraphs 91 to 99 of IFRS 13 Fair value measurement

Paragraph 38 of IAS 1 Presentation of financial statements — comparative information
requirements in respect of paragraph 79(a)(iv} of IAS 1; paragraph 73(e) of IAS 16, 'Property,
plant and equipment’; and paragraph 118(e) of IAS 38, 'Intangible assets' {reconciliations

between the carrying amount at the beginning and end of the period).

Paragraphs 10(d), 10(f}, 16, 38A, 38B, 38C, 38D, 40A, 40B, 40C, 40D, 111 and 134 to 136 of
IAS 1 Presentation of Financial Statements

IAS 7 Statement of cash flows
Paragraphs 30 and 31 of IAS 8 Accounting policies, changes in accounting estimates and errors
Paragraph 17 of IAS 24 Related party disclosures

The requirements in IAS 24 Related party disclosures to disclose related party transactions
between two or more wholly owned members of a group

The second sentence of paragraph 110 and paragraphs 113(a), 114, 115, 118, 118(a) to (c),
120 to 127 and 129 of IFRS 15 Revenue from Contracts with Customers

Paragraph 52, the second sentence of paragraph 89, and paragraphs 90, 91 and 93 of IFRS 16
Leases

Paragraphs 134(d) to 134(f) and 135(c) to 135(e) of IAS 36 Impairment of Assets

The principal accounting policies of the Company are set out below and have been applied consistently
in dealing with items which are considered material in relation to the Company's financial statements.

11



ECO ANIMAL HEALTH LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2024

22 Adoption of new and revised standards

No new standards or amendments that became effective in the financial year had a material impact in
preparing these financial statements.

There are a number of standards and amendments to standards which have been issued by the IASB
that are effective in future accounting periods that have not been adopted early.

The following standard is effective for annual reporting periods beginning on or after 1 January 2024:
¢ IFRS 17 — Insurance Contracts.

The following amendments are effective for annual reporting periods beginning on or after 1 January
2024

«» Classification of liabilities as current or non-current (Amendments to IAS 1),

» Deferred tax related to assets and liabilities arising from a single transaction (Amendments to 1AS 12);

» Lease Liability in a Sale and Leaseback {Amendments to IFRS 16);

» Classification of Financial Instruments (Amendments to IFRS 9);

» Non-current liabilities with covenants (Amendments to 1AS 1); and

» Supplier Finance Arrangements {Amendments to 1AS 7 and IFRS 7).

The following amendments are effective for annual reporting periods beginning on or after 1 January
2025;

« Guidance on the exchange rate to use when a currency is not exchangeable (Amendments to |AS
21);

» Accounting treatment for the sale or contribution of assets (Amendments to IFRS 10 and IAS 28);

The following standards are effective for annual reporting perieds beginning on or after 1 January 2027:
» IFRS 18 Presentation and Disclosure in Financial Statements;
¢ IFRS 19 Subsidiaries without Public Accountability: Disclosures.

Beyond the information above, it is not practicable to provice a reasonable estimate of the effect of
these standards until a detailed review has been completed.

2.3 Foreign currency translation
(a) Functional and presentational currency

The Company’s functional and presentational currency is British Pounds Sterling. The financial

statements are presented in Pounds Sterling rounded to the nearest thousand pounds ("£000’s™).
(b} Transactions and balances

Monetary assets and liabilities denominated in foreign currencies are translated into Pounds Sterling at
the rates of exchange ruling at the date of the financial statements.

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the date of the transactions. Foreign exchange gains and losses resuliting from the
settlement of such transactions and from the translation at period end exchange rates of monetary
assets and liabilites denominated in foreign currencies are recognised in the Statement of Profit and
Loss and Qther Comprehensive Income.

Foreign exchange gains and losses that relate to borrowing and cash and cash equivalents are

presented in the Statement of Profit and Loss and Other Comprehensive Income within finance income
or finance costs.

12



ECO ANIMAL HEALTH LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2024

24 Financial instruments

Financial assets

Financial assets comprise mainly trade and other receivables and cash and cash equivalents in the
consolidated statement of financial position. These financial assets arise principally from the provision
of goods to customers and are measured at amortised cost.

Impairment provisions for current and non-current trade receivables are recognised based on the
simplified approach within IFRS 9 using a provision matrix in the determination of the lifetime expected
credit losses. During this process, the probability of the non-payment of the trade receivables is
assessed with reference to historical data adjusted by forward-looking information. This probability is
then multiplied by the amount of the expected loss arising from default to determine the lifetime
expected credit loss for the trade receivables. For trade receivables, which are reported net, such
provisions are recorded in a separate provision account with the loss being recognised within
administrative expenses in the consolidated Statement of Profit and Loss and Other Comprehensive
Incermne. On confirmation that the trade receivable will not be collectable, the gross carrying value of the
asset is written off against the associated provision.

Impairment provisions for receivables are recognised based on a forward-looking expected credit loss
model. The methodology used to determine the amount of the provision is based on whether there has
been a significant increase in credit risk since initial recognition of the financial asset. For those where
the credit risk has not increased significantly since initial recognition of the financial asset, twelve month
expected credit losses along with gross interest income are recognised. For those for which credit risk
has increased significantly, lifetime expected credit losses along with the gross interest income are
recognised. For those that are determined to be credit impaired, lifetime expected credit losses along
with interest income on a net basis are recognised.

Financial liabilities

Financial liabilities comprise mainly trade and other payables and bank overdrafts in the consolidated
statement of financial position. These financial liabilities are initially recognised at fair value and
subsequently measured at amortised cost in accordance with IFRS 2.

13



ECO ANIMAL HEALTH LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2024

2.5 Intangible assets

Drug registrations, patents and licences

IAS 38 — Intangible Assets includes guidance on the accounting for Research and Development
expenditure. Such an intangible asset is a resource that is controlled by the entity as a result of past
events (for example, purchase or self-creation) and from which future economic benefits (inflows of
cash or other assets) are expected. The three critical attributes of an intangible asset are:

+ identifiability
s control {power to obtain benefits from the asset)
¢ future economic benefits (such as revenues or reduced future costs)

Identifiability: an intangible asset is identifiable when it:
s s separable (capable of being separated and sold, transferred, licensed, rented, or exchanged,
either individually or together with a related contract) or
e arises from contractual or other legal rights, regardless of whether those rights are transferable
or separable from the entity or from other rights and obligations.

Development expenditure — whether purchased or self-created (internally generated) is an example of
an intangible asset, governed under IAS 38.

Recognition criteria: IAS 38 requires an entity to recognise an intangible asset (at cost) if, and only if:
s it is probable that the future economic benefits that are attributable to the asset will flow to the
entity; and
¢ the cost of the asset can be measured reliably.

IAS 38 includes additional recognition criteria for internally generated intangible assets.

Expenditure on the research phase of an internal project is expensed as incurred. Expenditure in the
development phase of an internal project is capitalised if the entity can demonstrate:

{a) the technical feasibility of completing the intangible asset so that it will be available for use or sale.

{b) its intention to complete the intangible asset and use or sell it.

{c) its ability to use or sell the intangible asset.

{d) how the intangible asset will generate probable future economic benefits. Among other things, the
entity can demonstrate the existence of a market for the output of the intangible asset or the
intangible asset itself or, if it is to be used internally, the usefulness of the intangible asset.

{e) the availability of adequate technical, financial and other resources to complete the development
and to use or sell the intangible asset.

{f) its ability to measure reliably the expenditure attributable to the intangible asset during its
development.

The probability of future economic benefits must be based on reasonable and supportable assumptions
about conditions that will exist over the life of the asset.

14



ECO ANIMAL HEALTH LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2024

2.5 Intangible assets (continued)
Initial recognition: research and development costs

+ Charge all research cost to expense.

+ Development costs are capitalised conly after technical and commercial feasibility of the asset
for sale or use have been established. This means that the entity must intend and be able to
complete the intangible asset and either use it or sell it and be able to demonstrate how the
asset will generate future economic benefits.

If an entity cannot distinguish the research phase of an internal project to create an intangible asset
from the development phase, the entity treats the expenditure for that project as if it were incurred in
the research phase only.

If recognition criteria are not met.
If an intangible item does not meet both the definition of and the criteria for recognition as an intangible
asset, IAS 38 requires the expenditure on this item to be recognised as an expense when it is incurred.

The Company’s context of IAS 38

Since the early start-up stages of the business, the Company has and continues to invest significant
expenditure in research and development into new animal treatments and therapies. This has resulted
in a significant family of pharmaceutical treatments for pigs and poultry. Branded as Aivlosin®, this
product has developed over 20 years into treatments for multiple respiratory and intestinal infections —
each of which have separate regulatory and marketing approvals in each target market. The work to
bring Aivlosin® from the laboratory to the commercial farm has moved through the classical phases of
pharmaceutical development and the Company’s R&D model can be described by the following broad
phases:

The discovery phase — in vitro, in laboratory

The proof of cencept phase — key efficacy trials in small groups of animals

The exploratory development phase — optimisation of dose, economic validation
The full development phase — building the data set for dossier submission
Submission of an application for regulatory approval

Marketing and regulatory approval granted — commercial revenue begins

The application of the principles of IAS 38 to the above model is to treat expenditure on R&D as an
expense until the likely commercial benefits that will flow from the project can be judged to be highly
probable. This means that the technical feasibility (judged by reference to efficacy) must be certain, the
economic feasibility (judged by reference to manufacturing methodology, market intelligence, overall
programme cost) has to be highly probable and the likelihood of gaining regulatoery approval must be
judged to be highly probable. The directors consider that capitalisation will generally commence once
a project enters the full development phase.

In practice, work that is undertaken to build towards regulatory approval for a new treatment claim using
Aivlosin® (or ather product) or an approval for marketing Aiviosin® in a new geographical market can
be viewed as starting at the full development phase and is likely to meet the capitalisation criteria. Costs
in relation to some of the Company’'s more recently announced projects {for example the vaccine
collaboration projects) will not initially meet the criteria for capitalisation and will be expensed. Such
projects’ costs are likely to meet the capitalisation requirements once they are approved internally to
commence the full development phase, subject to careful consideration of residual technical
feasibility/risk.

15



ECO ANIMAL HEALTH LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2024

2.5 Intangible assets {continued)

Amaortisation of capitalised expenditure is determined with reference to the point at which regulatory
approval is given to the product to which the expenditure relates. For historic periods, the approach
adopted has been to amalgamate the expenditure incurred on all projects relating to the same product,
since the last regulatory approval and then identify the next nearest regulatory approval given for that
product ih either the same or a subsequent half-year. Amortisation begins in the half-year following the
receipt of regulatory approval. A full six months of amortisation is charged in the first half-year for which
costs are amortised.

Where the Company has capitalised costs which relate to multiple products, a proportional method is
adopted to determined what ratio of costs capitalised to date should be subject to amortisation. This
method first looks at capitalised costs that relate to specific products and identifies the proportion of
such costs that are subject to amortisation at the end of any given half-year period. The ratio thus
calculated is then applied to those costs that relate to multiple products to determine the portion that
should be subject to amortisation.

These approaches have been modified where it is possible to allocate an individual capitalised cost to
a single identifiable project. In these cases the start date for amortisation is the half-year following the
half-year period in which the project receives regulatory approval. Where regulatory approval has not
been received for a project, the amortisation has not started.

Amortisation is provided at rates calculated to write off the cost less estimated residual value of each
asset over its expected useful life, as follows:

Aivlosin® 5% on cost
Ecomectin 10% on cost
Vaccines 5% on cost
Trademarks and patents 10% on cost

2.6 Distribution rights

Distribution rights are recognised at cost and amortised on a straight line basis over their estimated
useful economic life of 20 years. They are reviewed for impairment when any indication of potential
impairment exists.

27 Property, plant and equipment and depreciation

Plant and equipment are stated at cost less depreciation. Depreciation is provided at rates calculated
to write off the cost less estimated residual value of each asset over its expected useful life, as follows;

Leasehold improvements 14%-25% on cost
Plant and machinery 10% on cost
Fixtures, fittings and equipment 20% on cost
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2.8 Impairment of non-financial assets

The carrying amounts of the Company's assets are reviewed at each year end, to determine whether
there is any indication of impairment. If any such indication exists, the asset’'s recoverable amount is
estimated in order to determine the impairment loss if any. The recoverable amount is the higher of its
fair value and its value in use.

In assessing value in use, the expected future cash flows from the asset are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset. An impairment loss is recognised in the Statement of Profit and Loss
and Other Comprehensive Income whenever the carrying amount of an asset or its cash-generating
unit exceeds its recoverable amount.

A previously recognised impairment loss is reversed if the recoverable amount increases as a result of
a change in the estimates used to determine the recoverable amount, but not to an amount higher than
the carrying amount that would have been determined (net of depreciation) had no impairment ioss
been recognised in prior years.

29 Leasing

The Company assesses at contract inception whether a contract is, or contains, a lease. That is, if the
contract conveys the right to control the use of an identified asset for a period of time in exchange for
consideration.

Right-of-use assets

The Company recognises right-of-use assets at the commencement date of the lease, which is the date
the underlying asset is available for use. Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and adjusted for any re-measurement of lease
liabilities. The cost of right-of-use assets includes the amount of lease liabilities recognised, initial direct
costs incurred, and lease payments made at or before the commencement date, less any lease
incentives received. Right-of-use assets are depreciated on a straight-line basis over the lease term.

If ownership of the leased asset transfers to the Company at the end of the lease term or the cost
reflects the exercise of a purchase option, depreciation is calculated using the estimated useful life of
the asset.

The right-of-use assets are also subject to impairment. Refer to the accounting policies in the section
2.8 for further details.

Lease liabilities

At the commencement date of the lease, the Company recognises lease liabilities measured at the
present value of the lease payments to be made over the lease term. The lease liabilities include the
present value of the foliowing lease payments:

+ fixed payments (including in-substance fixed payments), less any lease incentives receivable;

« variable lease payments that are based on an index or a rate, initially measured using the index
or rate as at the commencement date;

» amounts expected to be payable by the Company under residual value guarantees;

» the exercise price of a purchase option if the Company is reasonably certain to exercise that
option; and

» payments of penalties for terminating the lease, if the lease term reflects the Company
exercising that option.
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2.9 Leasing (continued)

Lease payments to be made under reasonably certain extension options are also included in the
measurement of the liability.

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be
readily determined, the lessee’s incremental borrowing rate is used, being the rate that the individual
lessee would have to pay to borrow the funds necessary to obtain an asset of similar value to the right-
of-use asset in a similar economic environment with similar terms, security and conditions. In addition,
the carrying amount of lease liabilities is re-measured if there is a maodification, a change in the lease
term, a change in the lease payments (for example, changes to future payments resulting from a change
in an index or rate used to determine such lease payments) or a change in the assessment of an option
to purchase the underlying asset.

The Company is exposed to potential future increases in variable lease payments based on an index
or rate, which are not included in the lease liability until they take effect. When adjustments to lease
payments based on an index or rate take effect, the lease liability is reassessed and adjusted against
the right-of-use asset.

Lease payments are allocated between principal and finance cost. The finance cost is charged to profit
or loss over the lease period to produce a constant periodic rate of interest on the remaining balance
of the liability for each period.

Extension and termination options

Extension and termination options are included in a number of property and equipment leases across
the Company. These are used to maximise operational flexibility in terms of managing the assets used
in the Company's operations. The majority of extension and termination options held are exercisable
only by the Company and not by the respective lessor.

The Company applies judgement in evaluating whether it is reascnably certain whether or not to
exercise the option to renew or terminate the lease. That is, it considers all relevant factors that create
an economic incentive for it to exercise either the renewal or termination. After the commencement
date, the Company reassesses the lease term if there is a significant event or change in circumstances
that is within its control and affects its ability to exercise or not to exercise the option to renew or to
terminate.

Recognition exemptions

The Company applies the short-term {ease recognition exemption to its short-term leases, being those
leases that have a lease term of twelve months or less from the commencement date and do not contain
a purchase option.

The Company also applies the recognition exemption to leases of which the underlying asset is of low
value, comprising assets below the Company’s capitalisation threshold. Lease payments on short-term
leases and leases of low-value assets are recognised as an expense on a straight-line basis over the
lease term.

Practical expedients

The Company applies a single discount rate to a portfolio of leases with reasonably similar
characteristics.
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210 Inventories

Inventories are valued at the lower of cost and net realisable value. Cost is determined using the
historical batch price of the principal raw materials and the weighted average cost for other ingredients
and other product costs. The cost of finished goods comprises raw materials, packaging costs and sub-
contracted manufacturing costs. Net realisable value is the estimated selling price in the ordinary course
of business, less any costs which would be incurred in completing the goods ready for sale.

2.1 Trade receivables

Trade receivables are initially measured at fair value and are subsequently measured at amortised cost
using the effective interest rate method. Trade receivables are presented net of discounts or other
variable consideration adjustments earned, where the expectation and intention is to settle the balance
net. Impairment provisions are recognised based on the simplified approach in accordance with IFRS
9 using a provision matrix in the determination of the lifetime expected credit losses. See impairment
section in section 2.6 Financial instruments’ for more details.

212 Investments

Investments in subsidiaries, associates and joint ventures are stated at cost less impairment in the
Company's staternent of financial position.

An impairment is recognised in the Statement of Profit and Loss and Other Comprehensive Income
when there is objective evidence that the asset is impaired and is measured on the difference between
the investment's carrying amount and the present value of estimated future cash flows discounted at
the effective interest rate adjusted for a risk premium. Impairment iosses are reversed in subsequent
periods when an increase in the investment’s recoverable amount can be related objectively to an event
occurring after the impairment was recognised, subject to the restriction that the carrying amount of the
investment at the date the impairment is reversed shall not exceed what the amortised costs would
have heen had the impairment not been recognised.

213 Cash and cash equivalents

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

2.14  Financial liabilities and equity

Financiai liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered intoc. An equity instrument is any contract that evidences a residual interest in
the assets of the Company after deducting all of its liabilities.

2.15 Bank borrowings and loans

Interest-bearing bank loans and overdrafts are recorded as proceeds are received, net of direct issue
costs (which equate to fair value). Finance charges including premiums payable on settlement or
redemption and direct issue costs, are accounted for on an accruals basis in profit or loss using the
effective interest rate method and are added to the carrying amount of the instrument to the extent that
they are not settled in the period in which they arise.

216 Trade payables

Trade payables are initially measured at fair value and are subsequently measured at amortised cost
using the effective interest rate method.

19



ECO ANIMAL HEALTH LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2024

217 Provisions

Provisions are recognised when the Company has a present obligation as a result of a past event and
it is probabie that the Company will be required to settle the obligation. Provisions are measured at the
directors’ best estimate of the expenditure required to settle the obligation outstanding at the year end
and are discounted to present value where the effect is material.

2.18 Revenue recognition

Revenue comprises the fair value of the consideration received or receivable for the sale of goods in
the ordinary course of the Company’s activities. The Company's revenue is principally derived from
selling goods with revenue recognised at a point in time when control of the goods has transferred to
the customer. This point in time is determined with reference to INCQO terms with that customer, with
control of goods deemed to have transferred as per the relevant INCO terms. The most common terms
used by the Company are Carriage, Insurance and Freight (“CIF"), Free On Board ("*FOB"}, ExWorks
{"EXW") and Carriage and Insurance Paid to (“CIP"}.

For transactions under CiF and FOB, the revenue is recognised at the point the goods are loaded onto
the vessel or aircraft and a bill of lading or airway bill is issued.

For transactions under EXW, the revenue is recognised at the point the goods are collected from the
Company’s warehouses or factory.

For transactions under CIP, the revenue is recognised at the point the goods are loaded on to a truck
at the designated point of departure and a loading note is issued.

Revenue is shown net of value added tax, returns, rebates and discounts and after eliminating sales
within the Company. Transaction price is determined by the contract and variable consideration relating
to discounts, free goods or volume rebates have been constrained in estimating contract revenue that
is highly probable by using the most likely amount method.

The Company’s contracts for delivery of goods are less than 12 months, there are no warranties within
its sales contracts.

Revenue is recognised when the performance obligation is fulfilled, and the amount can be measured
reliably. The performance obligation is fulfiled when control of the goods passes to the customer, which
is normally in accordance with Incoterms or receipt by customer. No goods are dispatched on a sale or
return basis. Distributors trade on their own account and not as agents.

The Company alsc receives interest and royalty income, which are recognised on an accrual basis.
219 Pensions

Defined Contribution Scheme

The pension costs charged against operating profits represent the amount of the contributions payable
to the schemes in respect of the accounting period.

2,20  Share-based payments

The Parent Company issues equity-settled share options to certain employees in exchange for services
from those employees. Equity-settled share options are measured at fair value (excluding the effect of
non -market based vesting conditions) at the date of grant.

The fair value determined at the grant date of such equity-settled share options is expensed on a
straight-line basis over the vesting period, based on the Company’s estimate of shares that will

eventually vest and adjusted for the effect of non-market based vesting conditions (with a corresponding
movement in equity}.
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220 Share-based payments (continued)

Fair value is measured by use of the Black-Scholes model. The expected life used in the model has
been established based on management’s best estimate of the effects of non-transferability, exercise
restrictions and behaviour considerations.

In addition, a binomial model has been used to model future market outcomes for those options granted
with a market performance condition.

221 Taxation
Tax expense for the period comprises current and deferred tax.

Current tax is provided at amounts expected to be paid (or recovered) using the tax rates and laws that
have been enacted or substantially enacted by the year end. Tax expenses are recognised in the
Statement of Profit and Loss and Other Comprehensive Income or statement of comprehensive income
according to the treatment of the transactions which give rise to them.

Deferred income tax is recognised, using the liability method, on temporary differences arising between
the tax basis of assets and liabilities and their carrying amount in the financial statements. Deferred
income tax is determined using tax rates (and laws) that have been enacted, or substantially enacted,
by the date of the statement of financial position and are expected to apply when the related deferred
tax asset is realised or deferred tax liability is settled.

Deferred tax assets are recognised only to the extent that it is probable that future taxable profits will
be available against which the temporary differences can be utilised.

2.22  Share Capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction, net of tax, from the proceeds.

2.23 Dividend distribution

Final dividend distributions to the Company’s shareholders are recognised as liabilities in the financial
statements in the peried in which they are approved by the Company’s shareholders. Interim dividends
are recognised when they are paid.

2.24  Critical accounting estimates and judgements

The Company makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldecm equal the related actual results. The estimates and assumptions
that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are:

(a) Impairment of intangible assets
Intangible assets are reviewed for impairment when an indication of potential impairment exists.
Impairment provisions are recorded as applicable based on directors’ estimates of recoverable

values. Details of the impairment reviews performed can be found in Note 8 of the financial
statements.
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224  Critical accounting estimates and judgements
(b) Fair value measurement

A number of assets and liabilities included in the Company's financial statements require
measurement, and/or disclosure of, fair value.

The fair value measurement of the Company’s financial and non-financial assets and liabilities
utilises market observable inputs and data as far as possible. Inputs used in determining fair value
measurements are categorised into different levels based on how observable the inputs used in
the valuation technique utilised are (the ‘fair value hierarchy'):

- Level 1: Quoted prices in active markets for identical items (unadjusted).

- Level 2: Observable direct or indirect inputs other than Level 1 inputs.

- Level 3: Unobservable inputs (i.e. not derived from market data).

The ciassification of an item into the above levels is based on the lowest level of inputs used that
has a significant effect on the fair value measurement of the item.

The Company measures a number of items at fair value, including:
» share-based payments; and
¢ initial recognition of financial instruments.

For more detailed information in relation to the fair value measure of the items above please refer
to the applicable notes.

(c) Share-based payments

The charge to the Statement of Profit and Loss and Other Comprehensive Income in respect of
share-based payments has been externally calculated using management's best estimates of the
number of options expected to vest and various other inputs to the Black-Scholes and the binomial
model, as disclosed in note 20. Variations in those assumptions in the model may have a material
impact on the Company’s results and financial position at the time of valuation. Those options that
contain market conditions have been valued using the binomial model, and those without have been
calculated using the Black-Scholes model. Management assess whether the charge or vested
portion should be amended based on an annual reassessment of the likelihood of non-market
based vesting conditions being met.

(d) Leases — estimating the incremental borrowing rate

Where the Company cannot readily determine the interest rate implicit in the lease, it uses its
incremental borrowing rate (IBR) to measure lease liabilities. The IBR is the rate of interest that the
Company would have to pay to borrow over a similar term, and with a similar security, the funds
necessary to obtain an asset of a similar value to the right-of-use asset in a similar economic
ervironment. The IBR therefore reflects what the Company ‘would have to pay’, which requires
estimation when no observable rates are available or when they need to be adjusted to reflect the
terms and conditions of the lease.

In practice, the Company considered the following aspects in the assessment of IBER. Once decided,
the IBR will remain unchanged unless there are modifications in lease terms or changes in the
assessment of an option to purchase the underlying asset.

A base rate that reflects economic environment and the term of the lease. This is mainly derived
from the yield of a government bond issued by the country in which the Company has in scope
leases. Where the term of the lease does not conform with the maturity period of the bond, the
Company considered other available information such as yields on the bonds with the nearest
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maturity period, or the yield curve published by the country’s treasury department. Considering
there is often a difference in the cash flow profile between a lease and government bond, the
Company has decided to reduce the base rate by 0.05% to 0.10%.

Financing factors that reflect the lessee companies’ risk premium on borrowing. Management
considered the financial strength and credit risk of the lessee companies and has estimated the
credit spread to be in the range of 1.50% to 5.00%.

Asset factors that reflect the quality of hypothetical security. Depending on the location and type of
underlying assets, the Company expects the quality of security in this hypothetical borrowing
transaction to vary. For example, the right to use a warehouse in rural areas may provide less
relevant security compared to commercial office in a major city’s central business district. Based on
the Company's assessment, the asset factor ranges between - 0.45% to - 0.50%.

The following are the critical judgements that have been made in the process of applying the Company's
accounting policies and have the most significant effects on the amounts recognised in financial
statements.

(a) Capitalisation of intangible assets

The Company assesses development costs incurred for capitalisation in accordance with the
requirements of IAS 38 and the Company’s accounting policy described in note 2.8. The stage of
development and assessment of technical and commercial feasibility, in particular, require the use
of judgements and estimates in consultation with the new product development team.

{b) Income taxes
The Company is subject to income taxes in the United Kingdom and also in other jurisdictions.

Significant judgements are required in determining the provision for income taxes including the use
of tax losses and in estimating deferred tax assets arising from unused tax losses or credits. There
are some transactions and calculations for which the ultimate tax determination is uncertain,
including tax credits for research and development expenditures. The Company recognises assets
and liabilities based on estimates of the final agreed position.

Where the final tax outcome of these matters is different from the amounts that were initially
recorded, such differences will impact the income tax and deferred tax provisions in the period in
which such determination is made.

Deferred tax assets on timing differences are recognised to the extent by which the Directors
estimate that future profits will be generated to utilise the underlying costs or losses to which they
relate.

2.25  Alternative performance measures

In reporting of financial information, the directors have adopted “adjusted EBITDA” as an alternative
performance measure to provide additional useful information. This measure represents operating profit
excluding depreciation, amortisation and foreign exchange gains and losses and provides an indication
of the underlying cash trading performance of the business. More details are available at note 4.

This measure is not defined under IFRS or FRS 101 and is not designed to be a substitute for, or be

superior to IFRS or FRS 101 measures, and it may not be directly comparable to similarly titled
performance measures adopted by other entities.
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3. Profit from operating activities

Notes
Result from operating activities is stated after charging/(crediting):
Cost of inventories recognised as an expense
Employee benefits expenses
Amortisation of intangible assets 8
Depreciation 9
Amortisation of right-of-use assets 10

Gain on foreign exchange transactions

Research and development

Impairment loss / {reversals) on trade receivables
Exceptional impairment of intangible assets

2024
£000's

36,369
6,947
1,154

20
127
290
3,794
2

234

2023
£000's

32,871
7,052
1,087

240
162
(436)
5,755
(242)

The exceptional impairment cost relates to the cessation of the distribution of a third party product,
which was not part of the Company’s core product portfolio. This was a one-off cessation and the

product generated no revenue in the year.

4, Adjusted EBITDA

Profit from operating activities
Depreciation

Amortisation of right-of-use assets
Amortisation of intangible assets
Impairment of intangible assets
Share-based payments

Gain on foreign exchange transactions

Adjusted EBITDA

24

2024 2023
£000's  £000's
6,709 7,102
201 240
127 162
1,154 1,087
234 -
228 228
8,711 8,819
290 (436)
9,001 8,383
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5. Other income
Notes
Dividends received 24
6. Finance income and costs

Finance income
Interest received on short term bank deposits

Finance costs

Interest paid
Interest paid on lease liabilities

7. Taxation

Current tax

Withholding tax
Research and Development tax credits claimed

Deferred tax

Origination and reversal of temporary differences
Due to change in effective rate

Income tax charge

25

2024 2023
£000's  £000's
4,554 6,180
4,554 6,180
2024 2023
£000's  £000's
18 2
(1,690)  (1,230)
(32) (40)
(1,722)  (1,270)
(1,704)  (1,268)
2024 2023
£000's  £000's
158 310
(1,285)  (1,687)
667 377
(460)  (1,000)
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7. Taxation (continued})

2024 2023
£000's £000's
Factors affecting the tax charge for the year

Profit on ordinary activities before taxation 5,005 5,834
Proﬁ_t on ordinary activities before taxation multiplied by the 1251 4108
applicable rate of UK corporation tax of 19% (2023: 19%) ' '
Effects of:

Non-deductible items 522 340
Non-chargeable credits (10) (603)
Right-of-use assets depreciation (46) (33)
Claim fgr enhanced relief on research and development (730) (573)
expenditure

Adjustment in respect of prior years (333) (393)
Non-taxable income (1,137) (1,174)
Different tax rates for overseas operations 76 98
Withholding tax 158 310
Tax effect of share based payment arrangements {42) (7}
QOrigination and reversal of temporary differences 720 -
Patent box {889) (73)
Income tax charge {460} (1,000)
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8. Intangible non-current assets
Distribution Drug Total
rights registrations,
patents and
licence costs
£000's £000's £000's
Cost
At 1 April 2022 407 22,366 22,773
Additions - 2,419 2,419
Impairment - - -
At 31 March 2023 407 24,785 25192
Additions - 4,139 4,139
Impairment - (287} (287)
At 31 March 2024 407 28,637 29,044
Amortisation
At 1 April 2022 (158) (6,242) (6,400)
Charge for the year (20) (1,067) (1,087)
At 31 March 2023 (178) (7,309) (7,487)
Charge for the year (20) (1,134) (1,154}
Disposal - {269} (269)
Impairment - 234 233
At 31 March 2024 {198) (8,408) (8,606)
Net Book Value
At 31 March 2024 209 20,229 20,438
At 31 March 2023 229 17,476 17,705
At 1 April 2023 249 16,124 16,373

The amortisation charge is included within administrative expenses on the Statement of Profit and Loss
and Other Comprehensive Income.

Drug registrations, patents and licence costs are amortised over their estimated useful lives of 10 to 20
years, which is the directors’ estimate of the time it would take to develop a new product allowing for
the Company's patent protection and the exclusivity period which comes with certain registrations. The
remaining usefutl life ranges between 7 and 20 years, where the shortest period relates to assets on the
balance sheet which received regulatory approval a number of years ago and have been amortised
over a number of years, and where the remaining useful life of 20 years relates to capitalised assets
which have not yet received regulatory approval and whose amortisation has not yet commenced.

The Company continuously reviews the status of its research and development activity, paying close
attention to the likelihood of technical success and the commercial viability of development projects.
During the year to March 2024 the Company identified a diminution in the efficacy of one of its non-core
products sold in one geography in South America. The Company has discontinued the sale of this
product and has impaired to nil the value of the previously capitalised value of the intangible assets
associated with this product. The expense in respect of the impairment was £234,000 (2023 no
impairment}.
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9. Property, plant and equipment

Leasehoid Plant and Fixtures, Total
improvements Machinery Fittings
and
Equipment

£000's £000's £000's £000's
Cost or valuation

At 1 April 2022 610 228 1,078 1,914
Additions - - 11 11
At 31 March 2023 610 226 1,089 1,925
Additions - - 29 29
Disposals - (90) {504) {594}
At 31 March 2024 610 136 614 1,360

Depreciation

At 1 April 2022 (215) (146) (816) (1,177}
Charge for the year (116) {(14) (110} (240}
At 31 March 2023 (331) {160) (926} (1,417)
Charge for the year (116} {(14) (71} (201)
Disposals 90 504 594
At 31 March 2024 (447) {84) (493) (1,024)
Net Book Value

At 31 March 2024 163 52 121 336
At 31 March 2023 279 66 163 508
At 1 April 2022 395 80 262 737

Depreciation has been included within administrative expenses in the Statement of Profit and Loss and
Other Comprehensive Income.
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10. Right of use assets

Property Vehicles Total

£000's £000's £000's
Cost or valuation

At 31 March 2022 1,141 86 1,197
Additions - 67 67
At 31 March 2023 1,111 153 1,264
Additions - 30 30
Disposals (161) - (161}
At 31 March 2024 950 183 1,133

Depreciation

At 31 March 2022 {623} {46)  (669)
Charge for the year {134} (28) (162)
At 31 March 2023 (757) (74) ({831)
Charge for the year 97 (30) (127)
Disposals 49 - 49
At 31 March 2024 {805) (104) (909)
Net Book Value

At 31 March 2024 145 79 224
At 31 March 2023 354 79 433
At 31 March 2022 488 40 528

Depreciation has been included as administrative expenses in the Statement of Profit and Loss and
Other Comprehensive Income.
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11. Fixed asset investments
Unlisted Total
investments
£000's £000's

Cost
At 31 March 2022 5,334 5,334
Disposed - -
At 31 March 2023 5,334 5,334
Additions - -
At 31 March 2024 5,334 5,334
Impairment
At 31 March 2022, 2023 and 2024 (1,962) (1,962)
Net Book Value
At 31 March 2024 3,372 3,372
At 31 March 2023 3,372 3,372
At 31 March 2022 3,372 3,372

Unlisted investments held by the Company comprise investments in subsidiaries, associates and joint
ventures.

The related undertakings of the Company are detailed below.
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1. Fixed asset investments (continued)

Subsidiary undertakings

Company

ECQC Animal Health
Southern Africa (Pty)
Limited

Zhejiang ECO Animal
Health Limited

ECO Animal Health do
Brasil Comercio de
Produtos Veterinarios Ltda.
ECOQO Animal Health Japan
Inc

ECOC Animal Health USA
Corp.
ECO LLC

ECO Animal Health LLC

ECO Animal Health de
Mexico, S de R.L. de C.V.

ECO Animal Health de
Argentina S.A.

ECO Animal Health
Malaysia Sdn. Bhd.

ECO Animal Health India
(Private) Ltd

ECO Animal Health Europe
Ltd

Registered office address

228 Athol Road, Highlands
North, Jochannesburg 2192

Zhongguan Industrial Area,
Degqing, Zhejiang Province

Av. Dr. Cardoso de Melo, 1470,
CI311, villa Olimpia, CEP
04548-005, Sao Paulo

1-2-1, Hamamatsu-cho, Minato-
Ku, Tokyo

344 Nassau Street, Princeton,
New Jersey, 08540

344 Nassau Street, Princeton,
New Jersey, 08540

344 Nassau Street, Princeton,
New Jersey, 08540

Av Techologico Sur 134-4,
Unidad Habitacional Moderna,
Queretaro, 76030

Calle 4 E 43/44 N: 581 P6 D:B
La Plata, Buenos Aires

10 Floor, Menara Hap Seng,
No 1 & 3, Jalan P Ramlee,
50250 Kuala Lumpur

No 33/5, Second Floor, Mount
Kailash Building, Meanee
Avenue Road, Ulsoor
Bangalore, Karnataka, 560042
6 Northbrook Road, Dublin B,
Eire
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Country of
registration or
incorporation

South Africa

P. R. China

Brazil

Japan
U.S.A.
U.s.A
US.A

Mexico

Argentina

Malaysia

India

Republic of
Ireland

Class

Ordinary

Ordinary

Ordinary

Ordinary
Ordinary
Ordinary
Ordinary

QOrdinary

Ordinary

Ordinary

Ordinary

Ordinary

Shares
held %

100

100

100

100

100

100

80

100

100

100

100

100



ECO ANIMAL HEALTH LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2024

11. Fixed asset investments (continued)

The principal activity of these undertakings for the last relevant financial year was as follows:

Company Name

ECO Animal Health Southern Africa {Pty) Limited
Zhejiang ECO Animal Health Limited

ECO Animal Health do Brasil Comercic de Produtos Veterinarios Lida
ECO Animal Health Japan Inc.

ECO Animal Health USA Corp.

ECO LLC

ECO Animal Health LLC

ECOQO Animal Health de Mexico, S.de R. L. de C. V.
ECO Animal Health de Argentina 5.A.

ECO Animal Health Malaysia Sdn. Bhd

ECO Animal Health India (Private) Ltd

ECO Animal Health Europe Ltd

Associate undertakings

Principal activity

Non-trading

Procurement of raw materials
Distribution of animal drugs
Distribution of animal drugs
Distribution of animal drugs
Non-trading

Non-trading

Distribution of animal drugs
Non-trading

Nen-trading

Non-trading

Non-trading

The Company holds more than 20% of the share capital of the following companies:

Company Registered office address Country of Class Shares
registration or held %
incorporation

Zhejiang ECO Biok Animal  Zhongguan Industrial Area, P. R. China Ordinary 48

Health Products Limited Degqing, Zhejiang Province

Shanghai ECQO Biok Room 1502-3, Image Plaza, No. P. R. China Ordinary 48*

Veterinary Drug Sale 99 Wuning Road, Ptro District,

Company Ltd. (via Zhejiang Shanghai 200063
ECO Biok Animal Products
Ltd.)

EcoPharma.com (via ECO  Higashi 18-5-15, Kita 18 Jo, Japan

Animal Health Japan Inc.) Higashi-ku, Sapporo-city,
Hokkaido JAPAN

Ordinary  47.62%

*Shanghai ECO Biok Veterinary Drug Sale Company Ltd is a 100% subsidiary of Zhejiang ECO Bick

Animal Health Products Limited.

The Company’s parent, ECO Animal Health Group plc holds 3% of the issued Ordinary share capital in
Zhejiang ECO Biok Animal Health Products Limited and controls the latter company through the shares

that it holds directly and the shares that are held by the Company.

The Company’s subsidiary, ECO Animal Health Japan Inc holds in 10,000,000 shares out of a total of

21,000,000 shares in EcoPharma.com.

32



ECO ANIMAL HEALTH LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2024

11. Fixed asset investments (continued)
Company Name Principal activity
Zhejiang ECO Biok Animal Health Products Limited Manufacture of animal drugs
Shanghai ECO Bick Veterinary Drug Sale Company Ltd. Distribution of animal drugs
EccPharma.com Distribution of animal drugs

Joint Arrangements
The Company holds a 50% interest in the following companies:

= Eco Animal Health Canada Inc., which is registered in Canada and distributes animal drugs
related products in the local market.

*» Pharmgate Animal Health LLC (by means of its ownership of ECO Animal Health USA Corp.)
which is registered in the U.S.A and distributes animal drugs related products in the local market.

=  ECO-Pharm Limited (by means of its ownership of ECO Animal Health Europe Ltd), which is
incorporated in the Republic of Ireland and had not yet commenced trading
The Company's holdings in each of the joint operations’ share capital is given in the table below:

Pharmgate Animal Health Canada Inc
Holding Shares Holding

(shares) in issue %
Common Shares 100 200 50
Class A Shares 100 100 100
Class B Shares - 100 -
Pharmgate Animal Health USA LLC Holding Shares Holding

(shares) in issue Y
Common Shares 100 200 50
Ciass A Shares 100 100 100
Class B Shares - 100 -
ECO-Pharm Limited Helding Shares Holding

(shares) in issue %
Common Shares 25,000 50,000 50
Class A Shares 1 1 100
Class B Shares - 1 -
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ECO ANIMAL HEALTH LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2024

11. Fixed asset investments {continued)

In the case of Pharmgate Animal Health Canada Inc and Pharmgate Animal Health USA LLC, A shares
carry the rights to dividends payable out of profits attributable to the Company. These are made up of
profits made by products supplied by the ECO Animal Health Group plus 50% of any profit relating to
new preducts developed jointly by the partners to the joint arrangement.

Pharmgate Animal Health Canada Inc is a jeint operation of the Company.

Pharmgate Animal Health USA LLC and ECO-Pharm Limited are joint operations of their respective
parent companies, which are subsidiaries of the Company.

12. Inventories
2024 2023
£000's £000's
Raw materials and consumables 6,933 5719
Finished goods and goods for resale 2,045 3,603
Work in progress 1,963 5,073

10,941 14,395

The cost of inventories recognised as an expense and included in cost of sales in the period amounted
to £36,369,000 (2023: £32,8/1,000).

13. Trade and other receivables
2024 2023
£000's £000's
Current:
Trade receivables 23,065 15,588
Amgounts owed by subsidiary undertakings 7,080 7.887
Other receivables 212 176
Prepayments and accrued income 153 260
30,510 23,911
14. Cash and cash equivalents

Cash and cash equivalents comprise cash and short-term deposits held by the Company net of amount
borrowed on bank overdraft. The carrying amount of these assets are not significantly different to their
fair value.

2024 2023
£000's £000's

Cash and cash equivalents 5,794 2,506
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ECO ANIMAL HEALTH LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2024

15. Trade and other payables

2024 2023
£000's £000's
Trade payables 8,668 4,512
Amounts owed to parent undertaking 51,078 51,487
Amounts owed to subsidiary undertakings 805 1,177
Other payables 18 333
Accruals and deferred income 4,931 5753
65,500 63,262
Amounts due to parent and subsidiary undertakings are repayable on demand.
16. Deferred tax
Deferred tax assets and liabilities are attributable to the following:
Assets/(Liabilities) Net
2024 2023 2024 2023
£000's £000's £000's £000's
Trade related temporary differences (4177} (3,468) (4,177) (3,468)
Plant and equipment (96) (96) (96) (96)
Deferred tax on share options 70 28 70 28
Tax losses carried forward 2,623 2,623 2,623 2,623
Amount (payable} after more than one year {1,580) {913) (1,580) (913}
The movement on the deferred tax account can be summarised as follows.
Trade- Plant and Share Tax losses Total
related machinery options carried
temporary forward
differences
£000's £000's £000's £000's £000's
At 1 April 2023 (3,468) (96} 28 2,623 {913)
{Charge) for the year through
Statement of Profit and Loss
and Other Comprehensive (709) ) ) ) (709)
Income
Credit for the year through
Statement of Profit and Loss ) ) 42 ) 42
and Other Comprehensive
Income
At 31 March 2024 (4,177) {96) 70 2,623 (1,580)
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ECO ANIMAL HEALTH LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2024

17. Share capital

2024 2023
£000's £000's
Allotted, called up and fully paid
2 (2021: 2) erdinary shares of £1 each - -
18. Directors’ emoluments
2024 2023
£000's £000's
Emoluments for qualifying services 1,218 1,039
Company pension contributions to money purchase schemes 40 26
Share-based payments 118 47
Benefits in kind 15 4
1,391 1,116
The highest paid director received £630,000 (2023: £493,702)
19. Employees
Number of employees
The average number of employees (including directors) during the year was:
2024 2023
Number Number
Directors 3 3
Production and development 36 36
Administration 11 12
Sales 20 19
70 70
Employment costs (including amounts capitalised)
2024 2023
£000's £000's
Wages and salaries 6,509 6,577
Share-based payments 286 228
Social security costs 659 650
Other pension costs 23 109
7,567 7,564
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NOTES TO THE FINANCIAL STATEMENTS (continued)
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20. Share-based payments

Certain employees of the Company have been granted options over the shares in the Company’s parent
ECO Animal Health Group plc. The options are granted with a fixed exercise price, are exercisable
3 years after the date of grant.

The Company recognises a share-based payment expense based on the fair value of the awards
granted, and an equivalent credit directly in equity as a capital contribution.

Share options outstanding at the end of the year have the following expiry date and exercise prices:

Unapproved at Approved at Exercise
Date of grant Mar 2024 Mar 2024 price (£) Expiry date
21-Aug-14 - 11,400 1615 21-Aug-24
13-Feb-15 - 18,850 2.005 13-Feb-25
26-Aug-15 - 21,350 2.650 26-Aug-25
19-Jan-16 - 10,200 3.150 19-Jan-26
17-Feb-16 - 19,600 3.125 17-Feb-26
01-Mar-16 - 9,600 3.125 01-Mar-26
12-Sep-16 - 23,100 4.325 12-Sep-26
12-Sep-16 306,900 - 4.325 12-Sep-23
21-Sep-17 - 35,650 6.200 21-Sep-27
21-Sep-17 234,350 - 6.200 21-Sep-24
23-Oct-18 - 47,200 3.800 23-0Ocl-28
23-0ct-18 206,800 - 3.800 23-0Oct-25
19-Dec-18 - 7,800 3.800 19-Dec-28
19-Dec-18 2,200 - 3.800 19-Dec-25
28-Apr-21 173,954 - 0.050 27-Apr-27
28-Apr-21 - 152,100 3.495 28-Apr-31
28-Apr-21 116,400 - 3.495 28-Apr-28
12-Dec-22 41,297 - 0.050 12-Dec-29
27-Feb-23 343,265 - 0.050 27-Feb-30
25-Apr-23 - 266,300 1.011 25-Apr-33
22-Mar-24 241,052 - 0.050 22-Mar-34
22-Mar-24 - 213,100 0.880 22-Mar-34
1,666,218 836,250
21. Contingent liabilities

All of the Company’s assets were pledged as security for a group currency overdraft facility under the
terms of two debentures in favour of the National Westminster Bank PLC dated 28 January 1995 and
28 November 2006.

At 31 March 2024, the balance owed by ECO Animal Health Group plc on this facility was £nil (2023:
Enil).
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22, Amounts payable under lease arrangements:
Between
Up to ver
P 1-35 Ove Total
1 year years 5 years

£000's £000's £000's £000's

Amounts payable under lease
arrangements in respect of:

Properties 116 58 - 174
Motor vehicles 51 69 - 120
167 127 - 294

23, Capital commitments

The Company had no autherised capital commitments as at 31 March 2024 (2023: Nil).

24. Related party transactions

Transaction with related undertakings

During the year the Company made sales in the ordinary course of business to its related undertakings.
The Company has taken advantage of the exemption under paragraph 8(k) of FRS 101 not to disclose
transactions with fellow wholly owned subsidiaries of ECO Animal Health Group plc.

Dividends received

During the year the Company received a dividend of £4,554,000 (2023: £5,907,000) from Zhejiang ECO

Biok Animal Health Products Limited and £nil from ECO Animal Health Southern Africa (Pty) Ltd (2023:
£273,000).
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24, Related party transactions {(continued)

Transactions with directors

During the year the Company loaned Directors of the Company the following amounts:

2024 2023
£000's £000's

Cutstanding at 1 April 30 30
Outstanding at 31 March 8 30

25. Ultimate parent undertaking

The ultimate parent undertaking of the Company is ECO Animal Health Group pic, a company
incorporated in England and Wales.

ECO Animal Health Group plc is the only entity that prepares consolidated financial statements that
incorporates the financial statements of the Company.

26. Post balance sheet event

ACME Drugs S.r.lin ltaly has acquired all the marketing autherisations held by the Company for the
ECOmectin€ Horsepaste, together with the intellectual property £18,000, manufacturing and
distribution arrangements and existing inventory £155,000.

This transaction was completed on 3 April 2024 for a total consideration of €1,300,000 (£1,120,000 at
31 March 2024). €500,000 (£431,000 at 31 March 2024) was paid on signature of the sale and purchase
agreement with an undertaking to pay two further payments of €400,000 (£345,000 at 31 March 2024)
each on the date which is 18 months after completion and 368 months after completion. These two
elements of deferred consideration are unconditional and supported with a bank guarantee which will
be put in place within 45 days.

The revenue derived from this business in the year ending 31 March 2024 was £814,000 (2023
£9088,000). The product was never treated as a separate segment and together with the relative
immateriality of the revenue has resulted in not treating this as a discontinued operation. As at 31 March
2024, the £18,000 has been included in the balance sheet as assets held for sale.
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