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Results for the year ended 321 March 2018
ECC AMIMAL HEALTH REFPORTS ANOTHER STRONG PERFCRMANCE
HIGHLIGHTS

Financiafs

+  9.4% increase in sales to £67.2m {2017 £61.4m)

12% increase in operating profit to £14.1m (2017: £12.6m}

15% increase in adjusted EBITDA to £19.6m (2017: £17.1m)

30% increase in dividend to 9.2p {2017: 7.1p)

Strong cash generation from operatians kzaving net cash of £21.3 milion at year end (2017:
£20.6}

- ¥ @

Cperations

w  Aivlosing sales up almost 14%

s Approval of Water Soluble Granuke formadation for Swine Respiratory Disease (SRD) in Noith
America

«  Approvals for poultry Rying eggs were obtained in Egypt, Malaysia, the Phillppines, Turkey,
Ukraine and Argenting with a zero withdrawal period

+  Continued investment in new routes to market, product developmend, to broaden our range ko
include biclogicals, people and stockholding fo suppont future growth

Peter Lawrence, Executive Chalrman of ECO Animal Health Group ple, commented,

“The year has started well with a strong and growing order boak. As the global animal health industry
continues to consalidate, we are aclively seeking to acquire or develop drugs that fit comfortably in
our portfolio and serve our specialised markets. ECO's sound balance sheet and consistent cash
generation place the company in a strong position o take advantage of any opportunity that may
arize. t look forward with confidence to reporting another set of impressive reswits in 219",

Contacts:

ECO Animat Health Group ple

Peter Lawtence D20 8335 51480
Marc Loomes 070 8447 5006

Spiro Financial
Anthony Spirg 020 8336 6198

M+t Singer {Nominated Adviser)
Mark Taylor, Brough Ransom Q20 7496 3000

Peel Hunt LLP (Joint Broker)
James Stesl, Dr Christopher Golden . 0201 7418 5900

ECO Animal Health Group plo is a leader in the development, registration and marketing of
pharmaceutical praducts for animals. Our products for these global growth markets pramote wef-
being. Cur inancial goals are achieved through the careful and responsible application of science to
generate value for our shareholders.
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ECO ANIMAL HEALTH GROUP PLC

CHAIRMAN’S STATEMENT
FOR THE YEAR ENDED 31 MARCH 2018

| am pleased to report that ECO Animal Health Group has delivered another set of
record results for the year to 31 March 2018.

ECO manufactures and distributes essential medications to the expanding global
animal protein production industry. The Group's patented flagship medication,
Aivlosin®, is used for the treatment of economically important diseases of pigs and
poultry, amongst the two largest growing segments of this vital industry. The
overall and desired beneficial effect to reduce the level of antibiotics used in the
preduction of food of animal origin plays directly to the demands of consumers and
the regulatory authorities and to Aivliosin®'s strengths, which is used in low, yet
effective doses for short periods under the strict control of veterinarians.

During the year under review ECO continued to secure further important marketing authorisations.
The opportunity to supply Aivlosin® in several new markets, for the treatment of chickens that lay
eqgs, together with the recently obtained marketing authorisations in Morth America for the treatment
of swine respiratory disease (SED), provide us with a strong platform for continuing growth.

We recently announced a new joint venture, based in Ireland, with our American partners, Pharmagate
LLC. This arrangement will allow us to licence and sell Pharmgate's North American approved swine
vaccines in many important territories and also to develop new products. This represents the
commencement of further broadening of our product range to include vaccines, which is a new and
very large market opportunity for ECO.

Financial performance

Our Key Performance Indicator is EBITDA, the earnings before interest, tax, depreciation,
amortisation and impairment, foreign exchange and share based payments, which increased by
almost 15 per cent to £19.6m (2017:17.1m). An explanation of how EBITDA is calculated, why
management feel it is the most appropriate measure of performance for the business and the
rationale for each adjustment can be found in note 5 to the accounts. Sales for the year rose 8.4 per
cent to £67.2 m (2017: £61.4m) and continue to reflect our policy of concentrating on the sale of
higher margin, non-generic medications. Profit before tax advanced to a record £13.9 m (2017:
£13.5m). The tax and minority charge rose by £1.7m in the year. This reflects principally two factors,
further strong profit growth achieved by our subsidiary in China and the growing profit contribution
from our US operation. Earnings per share were 14.2 pence per share (2017:16.3 pence), reflecting
the minority charges and tax. Cash generated from operations advanced again to £15.8m (2017:
£13.1m). The cash is used to support our planned expansion by investing in technology, research and
development and to purchase stock. | highlighted last year, that there had been a significant margin
enhancement due to the consequences of the Brexit vote. It was therefore encouraging to note that
gross profit advanced to £32 2m (2017: £30.3m) as margins were broadly unchanged despite the
strengthening of sterling, compared to last year, against the US Dollar and a basket of other
currencies. The board is pleased to declare an interim dividend of 6 pence per share to be paid on 17
October 2018 to shareholders on the register on 28 September 2018. The total dividend for the year
of 9.2 pence per share is almost 30 percent above the level of last year (2017:7.1 pence). Our
progressive dividend policy demonstrates the board's continuing confidence in the future profitable
growth of the business.

ECO, as a fast-growing public company, is determined that its shareholders and followers have
access to a wide range of information about the company and its governance. This disclosure is
recommended by the respected Quoted Company Alliance and is included in this document. The
information can also he reviewed on our website (www.ecoanimalhealthGroupplc.com} under the
Investor Relations tab and AIM Rule 26 tab in particular.




ECO ANIMAL HEALTH GROUP PLC

CHAIRMAN’S STATEMENT
FOR THE YEAR ENDED 31 MARCH 2018

Marketing and Development

ECO currently holds several hundred marketing authorisations worldwide and sells its products in
almost seventy countries. This investment, which totals over ninety million pounds, provides a
significant barrier to potential competition and underpins the continuing commercial success of the
company.

ECO received a marketing authorisation from the European Medicines Agency (EMA) in 2016 for the
use of Aivlosin® 625 mg/g water soluble granules in chickens laying eggs for human consumption.
This treatment has a zero-drug withdrawal period, which means that the eqas can still be collected
from treated and recovering laying birds and sent straight to market. The regulatory files associated
with this approval, an important step in the development of Aivlosin®, have been submitted in a
number of key global egg producing countries. During the period under review approvals were
obtained in Egypt, Malaysia, the Philippines, Turkey, Ukraine and Argentina (with the latter two
countries also approving the water-soluble granule formulation for pigs).

These licenses, together with the important North American approvals for the use of Aiviosin® 625
mg/g water soluble granules for SRD associated with a number of important bacterial respiratory
pathogens of swine, have the potential to generate significant earnings.

We have continued to make significant investments in our product development project pipeline. This
includes the roll out of existing approvals into new geographies and new disease indications for pigs,
poultry, all of which should offer continuing growth opportunities for sales of our patented medication.
We have also begun investing in staff and product development in sectors of production animal
health, most notably vaccines (biologicals) in which we have previously not been present.

Operations

Worldwide revenue grew by 9.4 per cent to £67.2m (2017: £61.4 m) driven by strong performances in
almost all major geographic areas. Sales of Aivlosin®, our patented flagship product for the treatment
of economically important diseases of pigs and poultry, increased by almost 14 per cent compared
with the same period last year. Aiviosin® is prescribed under strict veterinary control at low, yet
efficacious, dose rates for short duration treatments of specified diseases. It meets all current
guidelines for the responsible use of antimicrobials, which when used appropriately, help to promote
animal welfare and food safety while importantly, reducing the amount of antibiotics used in farming.

Sales in the USA rose 35 per cent in sterling, compared with the same period
last year, reflecting strong growth of the Aiviosin® water soluble granule
formulation for use in swine suffering from enteric (gut) diseases. In July, the
Center for Veterinary Medicine (CVM) of the US Food and Drug Administration

{Iivaksing |
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(FDA) approved this formulation for a new label indication. This was for the 4. Lo
control of SRD associated with Bordetella bronchiseptica, Haemophilus EEEL | { ;
parasuis, Pasteurella multocida, and Streptococcus suis, which are important o i
bacterial respiratory pathogens. In Canada, sales were 20 per cent ahead of =i

the prior year with the SRD application being approved by the Veterinary ik : “_,

Drugs Directorate of Health Canada in December 2017.

Revenue growth in South East Asia was particularly strong advancing 23 per cent. The new licenses
for laying birds with a zero-withdrawal period is a significant advantage to egg producers, who as a
result are not required to destroy eggs laid while birds are being treated. This product benefit
underpins our development of closer relationships with major poultry producers, particularly those in
the key egg producing markets of South East Asia. Marketing authorisations for this use are still
outstanding for India, Japan and China which, in time, will become valuable contributors to profits,

Japan posted solid Aivlosin® sales growth, reflecting our development of closer ties with key
customers in this more mature market,



ECO ANIMAL HEALTH GROUP PLC

CHAIRMAN'S STATEMENT
FOR THE YEAR ENDED 31 MARCH 2018

QOperations (continued)

Sales of Aivlesin® in China by cur subsidiary, Zhejiang ECO Biok Animal Health Products, grew by
just over 16 per cent during a period of softer pork prices and i advance of strategic initiatives fo
target poultry producers. Net profit in China increased by more than 61 per cent over the same period
last year, anee again reflecting the effectiveness of our overall strategy.

The excellent performance of Aiviosing® across the majority of gecgraphies was tempered by
continding weakness in some Latin American markets, particularly in Brazil, where sales were gown
over 25 per cent. This disappointing parformance was mainly dus fo siow regulatory responses and a
generatly weak economic environment. There are currently seme signs of recovery in Brazil which
should lead to improving sales in the coming months. Sales in Mexico, an the other hand, were
axtramely strong reffecting our increased focus on Key accounts by our local management.

Margins on the sales of Ecomectin®, owr range of ditferentfated antiparasitic formutations for
ruminants, pigs and horses, continued to hold up wel. Strong sates growth in Meaxico was a feature of
this performance. Sales of other products in ECO’s portfolio made significant progress, rising nearly
17 per cent, with Chinz and Maxico outstanding.

People

On behalf of all investors | again would ke to thank our 200 staff members, based in thinesan offices
worldwide, for the contribution they are making to the growth and success of ECO. Their
professionalism, conscientiousness and hard wark enable ECO to face the future with confidence.

Outlook

The year has started well with a strong and growing order book, As the global animal health industry
continues to consolidate, we are actively seeking fo acquire drugs that fit comfortably in cur portfolio
and satve our specialised markets, ECO's sound halance sheet and consistent cash generation place
the company in a strong posifion to take advantage of any opportunity that may arise. | ook forward
with confidence to reporing ancther set of impressive results in 24 9.

Peter & Lawrence
Chairman

29 Jume 2018



ECO ANIMAL HEALTH GROUP PLGC

STRATEGIC REPORT
FOR THE YEAR ENDED 31 MARCH 2018

Financial

Group sales in the year to 31 March 20183 rose by over 8% fo £87 2m. Sales of our flagship, patented,
therapeutic (disease treating} drug, Aiviosin®, also rose by over 13.6% in sterling compared to the
previous year,

EBITDA (Earnings before interest, tax, depreciation, amortisation and impairment, share based
rayinents and foreign exchange movemeants) is our main key performance indicator {as explainad mars
fully in note & to the accounts), and the EBITDA increased afmost 15% to almost £18.6m, another new
record for the company.

Group cash at the year-end was £21 3m_

Key Performance Indicatars

The key performance indicators {'KPIs") for the Group are those that communicate the financiat
parformance and strength of the Group as a whole to shareholders.

A summary of the KPI's is as fullows:

Financial 2018 2017
Revere £mil 87.2 64
Gross Profit £mil 322 0.3
Gross Margin % 479 49.4
EBITCA £m (see note 5 to the accounts) 19.6 17.1
Cash halances, net of barrowing £m 213 20.6
MON Financial

Heaith and safety - major accidents reported to the board in the year Mil Ml

2016

47.1

21
44.6
1.t
187

il



ECO ANIMAL HEALTH GROUP PLC

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018

Currency

Under IFRS rules, financial assets at the period end are translated from foretgn currencies using the
period end exchange rates. i is our practice not to convert the majority of the currency balances into
sterling, but to use them to pay overseas suppliers in local currency and invest in the business.

Risks and Uncertainties
Al businesses face a number of strategic and operationaf risks and uncertainties and the Board

considers that the following could influence the Group's performance:

Currency Movements

The Group exports its products to almost 70 countries and is exposed to movements in cumency. We
do not conver sales receipts in major cumencies so that they can be used to purchase raw materials
and services in those currencies, This acts as an extensive hadge against currency fluctuations,

Commercial Risks

There is increasing pressure on veterinarians to prescribe medications appropriately and in
accordance with the product label. Aiviosing meets alf current guidelines for the judicious and prudent
use of antimicrobials for food producing animals and is never usad in human health. Tha Group
spends considerable effort and resource liadsing with regutatory authorities and leading consuliants io
ensure that it remains compliant with al prescribing guidelines,

Supply Risks

The Group is dependent on a smal number of suppliers for some of its raw matenals and maintains
business interuption insurance in respect of each of these. In the longer term the Group continues to
buitd stratenic manufacturing partnerships internationally and has increased safety stock izvels in

order o protect its complex global supply chain.

Dependence an key customers

The Group is dependent an a number of custamers and distributors in each of the territories into
which it selis. The foss of ane or mere of its key customers could result in lower than expected sales
and have a significant impact on the scale of its oparations. The Group seeks to minimise reliance an
key territories and individual customers and distributars by expanding its sales hase to new regions of
the world and by developing new applications and products.

Diseass

Althaugh outbreaks of diseazes for which our products are indicated are generally bensficial to our
sales, some disease outbreaks tempararily impact on production, 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 laken effective
measuras o prevent or control the disaase. In the madium term, most disease outhraaks are
generally well controlled by appropriste intervention strategies.

Timing of approval of marketing authorisations

Aivlosing® has been licenced for use in pigs andfor in poultry by Europe, the USA, Canada, Japan,
China and by many other regulatory bodies globally but the exact timing of new approvals of
rearketing authorisations is difficult to predict. Reguizstory authoritiss may submit additionat questions
ar requite supplementary trial work to be performed prior to granting of a license and this can lead to
some delay. Therefore, considerable resource iz devoled to our licensing work in arder fo address
any issues that may arise in as timely a manner as is possible,



ECO ANIMAL HEALTH GROUP PLC

STRATEGIC REPORT {CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018

Dependence on key personnel

The Group is dependent on a relatively small number of key personnel for a cormpany of ks size and
the loss of one or two of these personrel wouldd be fikely to have a detrimentatl impact on the
business. Management intend to review the situation in the current year and will make appointments
o mitigate thiz risk where appropriate and where suitable candidates can be found.

Strategy

EGO Animal Health Group ple is a leader in the development, registration and marketing of
pharmaceutical progucts for animals. The company has developed into a significant UK based
business with subsidiaries, joint operation and distributars in almost 70 countries. ECO has been
granted over BUD drug registrations around the world for its pharmaceutical products, which are
principatly, but not exclusively, for the freatment of various conditians in pigs and poultry. The
company uses advanced science in order to offer a wide and effective range of specialist treatments,
underpinned by strong customer service,

The company will continue to pursie organic growth by developing its markets and axpanding its
customer base, It will also continue to research and develop additionat applications for its established
and proven ranges of active pharmaceutical ingredients including new spacies, £G0 will also
consider acquisition opportunities as they arise, provided they meet its market, financial and strategic
objectives,

Post balance sheet event
The Company paid a dividend of £2, 106,000 on 12" April 2018 o its shareholders.

Trading update and osutlogk

The current year has started well with continued growth and particularly good demand from
customers in North America, Mexico and Japan. itis particularly pleasing to note the first signs of a
recovery in Brazil. it is expected that sales in this market will be further enhanced by the appointment
of a new distributor after the year end.

Peter Lawrence
Chatrman
268 June 2014
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CORPORATE GOVERNANCE REPORT
FOR THE YEAR ENDED 31 MARCH 2018

Corporaie Governance Report

The purpose of the Board is to ensure that the business is managed for the long-term benafit of all
shareholders, whilst at the same lime having regard for employees, customers, suppliers and our
impact on the enviForiment and the communities in which we operate.

We apply corporate governance standards that are appropriate and relevant to our culture, status,
profie, size and circumstances. As required by AIM Rules, from 28 September 2018, the Company
will cormply with the new QCA Corporate Governance Code.

The Board
The Board's primary role is o enhance sharsholders long-term interests by,

»  Datermining the Group's overall strategy and direction,

« Establishing and maintaining contrals, audit processes and risk management policias to
ensure they counter identified risks and that the Group operates efficiently and that there is
effsctive corporate governance:;

» Approving budgets and reviewing performance relative to those budgets and approving the
financial statements;

«  Approving material agreements and non-recurning projects,;

s Apnroving senior appointmeants, in particuiar Board appointments, and

v Raviewing and appreving remuneration policies.

Board compasition and board changes in the year

The fult Board is responsible and accountable to the sharehaolders for the management and success
of the Group and to provide effective controls to assess and manage risks in the Gompany.

As at 31 March 2013, the Board comprised a non-executive chairman, four executive directors and
two independent non-executive directors. A shont biography of each director in office at the end of the
year is set out batow. During the year, David Danson, 3 non-axecufive director retired from the Board
after 9 years of service and Dr Andrew Jonas, an independent non-executive director, was appainted
to the Board.
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CORPORATE GOVERNANCE REPORT

FOR THE YEAR ENDED 31 MARCH 2018

Beoard compaosition and board changes in the year {continved)

" Peter L.awrance MSo, BSe, PG, ALGH
Mon-Executive Chairman

YOB 1948

; campany, in 1994 and since has been a director and

: motivatian bl also Corporate Governanece and City

E

took it public in 1286 under 2 8ES and was the
second company introduced to Alltin 995 Ha
jpined the boasd of Amberloy Group pls, a fully fisted

chairman of four fully fisted WCTs and Anpario plo
fformerly Kiotech International) which he took lo AlN.
He was also a director of Higher Nature Ltd, which
was YT backed and also Aiga-technologies which is
adso private equity backed. He was awarded A
Entrepreneur of the Year in 2005 and brings a wealth
of experience not only in business and employes i

experience, As Chairman, be has led the company
and seen its capitalisation grow from £9m to over
EAQOm through sales, acquisilions, fund raisings and
mergers. Peter became Mon- Executive Chairman in
January 204 8.

Mare: Loomes BYSg, MRCVS
Chiof Executive
Appointed fDecember 2005

YOB 1961

Africa, Germany, Switzerdand and the LK.

Marc joined ECO Arimal Health in 2004, becorming &
MG is 2005 and CED in 2040,

Ware, a quabified veterinarian and Mamber of the
Rayal College of Veterinary Surgeons, has extensive
international senior management experience of the
animat health and crop protection industries obtained
with blue chip multi-national comparies in South

He brings the ability to bafance strategic vision and
operatienal delivery lo the businass,

Brett Clemo BA (Hons)
Executive Director

Appaintad 1 Deramber 2009

YOB 1962

Brett joined ECO Animal Health in 2006 as Director of
Glubral Operations, he was appeinted to the Board in
2008 and became Head of China and Japan in 2010

He has over 30 years’ experience in the life science
sector in ICE, AslraZeneca and Syngenta and has
held a number of sanior intemational roles across
Engineering, danufacturing, Supply Chain and
Genaeral Management. He is a resulls orientated team
leader who brings a wealth of exparience in business
processes and strategy.
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Board compesition and board changes in the yvear (confinued}

Fevin Slockdale B5c ACA
Finance Directar
Appoinfed 3 August 2007

YOB 1965

and was Finance Cirector of Interpet Lid responsible
or the audited accounts af Lawrence PLC while
Interpel was a subsidiary comparny in the Group,
Interpet was sokd in 2004 and Kavin remalted with i
az Finance Director. He sejoined the Group in
September 2007 as Finance Director.

Kevin has been a quatified Charlered Accountant for
cver 25 years, inittally in practice but has spent more
than 20 of those years in the companian animal and
anirmal health indusiries. The initial training and the
subsequent experienca have left him in a position to
repart accUurately on the Grodp's cument and
projected petformance and identity potential
accounting, commerciat and regutatory issues
refaling to the matters under discussion.

Julia Trousge
Execetive Director and Company Secretary
Appointed 18 May 2004

YOB 1968

Julia joined the Group in 1503 as Financial Controller
of Petworld Superstores Ltd and became Group
Financial Controlier of the Company in 1999 and
Company Secratary of the Group in 2004. She joined
the board in August 2007,

Jilia has a wealth of management acsounting
experience and internal auditing. She s aiso an the
Baard of Zhefiang ECC Biok Animat Health Products
Lkd irt China and ECO Animal Health Japan lne and i
the Group's Internal Auditor,

Anthony Rawlinson ACA BA (Hons)
lerdependant Non-Execulive Director
Appointed 1 Januvary 2015

YOB 1957

| Tany is a Chartered Accourtart with over 30 years'

corperabe finance expertence advising smaflar gunted
companies. Afler spending 14 years at Henry
Anshacher & Co and Strand Padners, he founded
Dowgate Capital Advisers in 2001 and fed ils growth
and development. He was alse Chairman of its Al
quated parerd company, Dowgate Capital, which was
sold to a competitor in & recommended tranzactiar in
2009 In 2010 ke cofounded Cairn Financial
Advisers LEP, a Morminated Adviser to a npumber of
A companies and a eorpoerate advizary firm.
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ST PP
Board composition and Board changes in the vear (continued)

Andrew Janes PhD, BSc (Hons) Andrew has over 32 years of experience in
international life science-based businesses incheding
Independent Non-Executive Director Syngenta AG., Arysta Lifesciences Inc. and Phogus
) Fharmaceuticals Plc. During this time, he warked in
Appointed 1 December 2017 product develaprment, international sales and
YOR 1980 marketing, merger and acquisition and general
fnanagement.

i He currently runs his own consulting company, Trioza
! Limited, which provides strategic advice Lo the animal
health, crop protection and seeds sectors.

Ardrew has a BSc degree and PhB in agricuftura
biclogy.

Andrew brings substantial strategic marketing and
business development experience and skifls ko the
business.

The composition of the Board is monitored by the Nominaiions Committee. The Board is satisfied that
it has an effective and appropriate balance of skills and experience. The Board is also satisfied that it
has a suitable balance between independence and knowledge of the Group to enable it to discharge
its duties and respansibilities effectively. All Directors are encouraged to use their independent
judgement and constrictively chalienge other directors where appropriate.

Tony Rawlinson and Dr Andrew Jones, both Mon-Executive Directors, are considered to be
independent of the managaement and are fres to exercise independence of judgement,

The Board has established procedures to identify and monitor potential or actual conflicts of interest.

The Board has akso established procedures tv ensure AIM Rules are complied with and that there is
close liaison with the Company’s Nominated Adviser, N+1 Singer.

Alt Directors are subject to reappointment by sharehofders at the first Annual General Meeting
following their appointment and thereafter by rotation.

Internal sontrols and risk management

The Board is responsible for the Group's system of internal controls and for the reviewing its
effectiveness. The system s designed to manage, rather than eliminate, the risk of faiture o achieve
the Group's strategic objectives and can only provide reasonable but not absolute assurance against
material misstatement or loss.

10
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internal controls and risk manazgement {continued)

The Board monitors financial controls through the setting and approval of an annual budget and the
regular review of monthly management accounts. Management accounts contain a number of
indicatars that are designed o reduce the possiiniily of misstaternent in the financial statements.

The Graup has in place defined authorisation levels for expenditure, the placing of orders and signing
authorities, The daily cash movements of the Group are reconciled and raonitored by the finance
department. The Group’s cashflow is also monitered by management.

The Board maintaing a continuous process for identifying, evaluating and managing significant risks
across the Group together with a comprehensive review of risks which cover bath financial and non-
financial issuas.

Where the management of operationat risk requires sutside advice, this is sought from several expert
consultants.

Board responsibilities
Rofe of the Man-Executive Chairman and Chisf Execufive

Thare is a clear division of responsibility between the Mon-Executive Chairman and the Chief
Executive. The Chairman is responsible for running the business of the board and for ensuring
appropriate strategic focus and direction. The Chief Executive is responsible for proposing the
strategic focus ko the Board, implemanting it once it has been approved and oversesing the
management of the Group.

Raole of the Independent Direclors

The role of the independent Non-Executive Directors includes questioning and challenging the
Executive Directors and assisting where possible in developing strategic proposals, reviewing and
commenting on the integrity of the Company's financial reporiing systems and the information they
pravide, recommending appropriate standards of corporate governance; reviewing internal condrol
aystems; ensuring that risk management systems are robust and reviewing corporate performance
and ensuring that performance is reparted to sharcholders,

Board and Committee meetings

The Board has a format schedute of matters reserved for its decisions. There are a minimum of 4 full
board meetings spread across each year which tiz in as far as possibile with the Group's financiat
repotting and trading calendars. Additional meetings are held as required. The table below sets out
directars' attendance at board meetings and board committee meetings during the year ended 31
March 2018

11
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P . A hiii—
Board and Committes meetings (continued)

The Board and its commitieas receive appropriate and timely information prior to each meeting. A
formal agenda is produced for each meeting and board committee papers are distributed several days
before meetings take place. Any director can chaflenge proposals with decisions being taken after
discussion. Any director can ask for a concern to be noted in the minutes of the meeting which are
circulated ta all directors. Specific actions arising from meetings are agreed by the Board or relevant
committes and then followed up by management.

Directars have access to advice or services needed to enable them to camy out their roles and daties.

| FLG board 7 Committee meelings
mestitgs
Aodit Remuneration MNominations
Etigible | Aftended | Eligible | Attended | Eligible | Attended | Eligible | Attended
7] fo te o)
attend attend ¢ attend attend
e - 2 o - i 1 R
Lawrencs
o ~ 4 - E T . b 1
Luomes ;
et o . . - |- H ; i
Clemo ' i
G 4 - | R - - P
Trouse :
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The Beard delegates specific responsibifities to three board committees, as shown below.
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CORPORATE GOVERNANCE REPORT
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Board Committees

The Board is supported by the Audit, Remuneration and Nominations Committees, each of which has
access to information, resources and advice that it deems necessary, at the company’s cost, to
enable the committee to discharge its duties. These duties are set out in the Terms of Reference of
each committee which are available at www.ecoanimalhealthgroupplc.com .

The Audit Committee is comprised of Tony Rawlinson and Dr Andrew Jones, both Independent Non-
Executive Directors. The responsibilities of the Audit Committee and their report for the year are set
out below on pages 15 to 16.

The Remuneration Committee is comprised of Dr Andrew Jones, Tony Rawlinson, Peter Lawrence
and Marc Loomes. The Mominations Committee decided that it is helpful to have the CEO present to
provide advice on remuneration practices in the industry. He does not attend discussions that relate to
his own remuneration. The responsibilities of the Remuneration Committee and their report for the
year are set out below on pages 16 to 17. Details of the Group's remuneration policy and how that
policy was implemented during the year are set out on page 16 to 17.

The Nominations Committee comprises Peter Lawrence, Marc Locomes, Brett Clemo, Dr Andrew
Jones and Tony Rawlinson. The responsibilities of the Nominations Committee and their report for the
year are set out below on pages 17 to 18.

Communication with shareholders

The Board is committed to communicating openly with shareholders to ensure that its strategy and
performance are clearly understood. The Board communicates with shareholders through the Annual
Report and the Interim Statement, trading and other announcement made on RNS and at the Annual
General Meeting where the board encourages investors to participate. The Company also maintains a
website www. ecoanimalhealthgroupple.com which contains information on the Group's business and
corporate information. Following the announcement of the Company's half year and full year results
the Chairman and Chief Executive, together with other directors, make presentations to institutional
shareholders, private client brokers and investment analysts. Periodic meetings are held with existing
and prospective institutional and other investors. The Company's brokers also produce research
notes on the Campany from time to time.

Corporate Governance Code

The Company is traded on the AIM market of the London Stock Exchange and as such complies with
the AIM Rules for Companies. We apply corporate governance standards that are appropriate and
relevant to our culture, status, profile, size and circumstances. As required by AIM Rules, from 28
September 2018, the Company will apply the new QCA Corporate Governance Code.

High standards of Corporate Governance are a key priority of the Board.
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Modern Slavery Act 2015 Statement

Our Policy

ECO Animal Heaith Group Plc (ECO) is opposed to slavery and human trafficking in any part of our
business or our supply chain. We are therefore committed to ensuring that we have suitable
procedures and actions in place to identify and prevent these practices. This statement is also shown
art the Group’s website,

Our Business

ECG develops, licences and markets pharmaceuticat products for global animal health markets. ECO
is @ public company trading on the AIM markst of the London Stock Exchange and is headguariered
in the UK empioying approximately 200 people across 13 globaf offices. It is a semi-virtual company
making extensive use of contract research organisations and third party manutacturers to conduct our
research and produce our products. We self in almost 70 countries via subsidiaries, joint ventures, or
drdd party distributers.

Qur Supply Chains

Altof ECO's supply chains operate within the heavily requlated pharmaceuticatl sector and must
comply with the Good Manufacturing Practice {GMP} and Good Distribution Practice {GOP)
requirements to ensure that our products are consistently produced, conbrolied and shipped according
ta quality standards, National regutators undertake regular inspections and EGO condusts is own
investigations of its suppliers and third party manufactures to ensure continued GMP compliance,

Ag part of our compliance with the Group’s Anti-slavery and human trafficking policy, the following
steps have been taken:

' Mapping the supply chains and identified that the areas of high risk that are associated with
the elements of the supply chain which are located in China.

' Fraining a number of ECO staff to undertake audits of suppliers and third-party manufacturers
to be able to identify potential risk areas in the supply chains and afer the Global Operations Birector
to any concerns.

* Undertaking audits at 4 of the higher risk APt suppliers and third party manufactures in China,
During the audits, no evidence of modern day slavery practices have been identified.

Alerting all current suppliers and third party manufacturers of the Group's Modern Day
Slavety Pokcy and demanding confirmation of their focal compliance.

. Ensuring alt new supplier contracts are evafuated for compliance with the Modern Slavery Act
2014,
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Audit Committee Report

The Audit Committes comprises Tony Rawlinson {Chairman) and Dr Andrew Jones who succeeded
David Danson when he retired from the board on 1 December 2017,

The Audit Committee meets at laast twice a year, linked to the fiming of the publication of the Group’s
ivterim and final resufts. The Audit Committee also meets on an ad hoo basis when necessary.

Terms of reference of the Audit Committes
The Audit Committee operates within specific terms of reference which clude:

«  Considering the appointment of external auditors
+  Reviewing the refationship with externat anditors
+  Reviewing the financial reporting and internat control procedures

Reviewing the management of financial matters and focusing upon the independence and
abjectivity of the exdernal auditors

Revigwing the consistency of accounting policies both an a year in year basis and across the
Group

The Audit Committee can calt for information from the management commitiee and consults with the
externat auditors directly when they are required to do s0.

Report of the Commitiee

The Audit Committes has met with the external auditors during the course of the year to monitor
pregress and discuss any Ssues ansing.

Since Kreston Reeves have been in place as the Company's auditors far many years, the Committee
decided to initiate a review and seek tendars from alternative audit firms. in addition to the incumbent
audit firm, twe other firms made proposals and prasernted to the Audit Committee and members of the
Board in May 2018, The Committes was keen to ensure that any new firm appointed was able to
demonstrate that it had the global reach and experience appropriate for a business of the nature and
size of the Group and would be more heneficial to the company. The process is ongaing and the
Committee will make a decision on this matter latar in the Semmer.

The Committee has akso indtiated a review of the Company's financial controls and procedures which
is ongoing and will report further on this in next year's Corpotate Governance Report,

The Board decided to upgrade the Company's accounting systems and install a new SAGE ERF X3
accounting system. This has invalved & significant amount of extra waork and expense, but itis
pleasing to report that the butk of the implementation work has besn completed and the new system
is operating effectively, The new system is cloud based and integrates our business processes
inchuding purchasing, manufacturing controts and real time inventory with sales and financial
management. The new system will speed up the financial reporting processes and reports for the
Board's reviaw.

The Company decided fo join the QCA during the year and are taking full advantage of the
publications and forums provided for the benefit of the Company.
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Audlit Committee Report {continuad)

Friorities for the vear ahead

Prigrities for the coming year will be te complete the review of auditors and the financial contrals and
procedures review. The Board has decided that the auditors will undertake a review of the interim
aocounts prior bo Board approval.

Remuneration Committes Repart

The Remuneration Committes is comprised of Andrew Jones {Chairman), Tony Rawlinson, Peter
Lawrence and Marc Loomes.,

Fole of the Remuneration Commitiee

The Remuneration Committee reviews and determines on behalf of the Board and shareholders of
the Company the pay, benefits and other terms of service of the executive directors of the Company
and the broad pay strategy with respect to senior Company employees.

Remuneration Faolfoy

The objective of the Company's remuneration palicy is to faciiitate the recruitment and retertion of
executives of an appropriate calibre, to ensure that the senior executives of the Company are
provided with appropriate incentives to encourage enhanced performance and are, in @ fair and
responsible manner, rewarded for their individuat contributions to the success of the Company.

Strategic atignment

The Remtuneration Committee is satisfied that the pay that can be samed is appropriate for a
company of comparable size and complexity, at each levet of performance. The delivery of the
Company's short term corporate goals is incentivised by offering a cash-settled bonus linked to the
achievement of pre-defined levels of EBITDA, which is the key metric the Board considers in
monitoring corporate performance. Long term value ganeration is underpinned by an incentive plan
narmally based on share options. All of the Executive Directors have significant exposure to the
Company's share price through shares and options over the Company's shares.

Remuneration in pracfice

The remuneration that the Company offers {o its Executive Directors continues to be based on four
principal components:

1. Basic Salaries and Other Compensation — Basic salaries are determined by the Remuneration
Committee bearing in mind the salartes paid in comparable businesses of similar size and complexity
and other AiM-traded companies. Other Compensation includes the provision of company ears (or a
salaty alkernative), private medical ang critical iliness inswance.

2. Short-term incentives — Bonuses are payable to staff {including the Executive CHrectors) according
to the achievernent by the Group of certain predetermined profit targets. The amaount of bonus
payable on achievernent of the target is set at the level felt appropriate to provide the necessary
incentive, with appropriate adjustments {o the bonus payable in the event of over- or under-
achievement against those targets. In addition, bonuses are adjusted for persanal performance and
the amount of bonus paid can also reflect any substantial periods of absence or wavadability of the
employes.
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Remuneration Committee Report {continued)

3. Long-term incentives — The Company operates a share option scheme covering alf permanent
employees under which share options are normally granted once in each year, of in some
circumstances can be granted on promotion, Options vest on the third anniversary of the date of
grant, approved options can then be exercised untd the tenth anniversary of grant and unapproved
options untll the seventh anniversary of grant. The axercise price of the oplions is sef at the market
vakue of the Company's shares at the fime of grant, 5o that the individual only henefis if there has
been share price growth, The share option scheme is overseen by the Remuneration Caommittes
which deterimings the terms under which eligible individuals may he invited to paricipate, including
the lavel of awards. The schema ulffises HMRC approved opfions o the extent possible and tax
unapproved options thereafter, The number of share oplions issued over the last 10 years has
axceeded the guideline ceiling of 104% of issued share capital in a rolling 10 year period
recommended by the Investment Association. In order to work towards meeting the recommendation,
the Remuneration Committes therefore decided not to issue share options to Board Direclors in the
2017-18 financial year, but instead awarded an additionat cash bonus in ke of options. I future, the
Company plans to use a cash based “phantom” share option scheme for Board Directars untifthe
rumber of share options issued falts within the 10% guideline. The phantom scheme wilf aim ko
repticate the tenms and rules of the existing share option share scheme, but any gains will be realised
through payment of a cash bonus rather than through sale of shares.

4. Pensions — There is a compulsory government cordribution scheme for all executive directors and
employees. in addition, Kevin Stockdale has a defined contribufion arrangement in place. Benefits in
kind are not pensionable.

Directors' Senvice Confracts

Afl Executive Directors are employed under sarvice contracts. Tha services of ali Executive Directors
may be terminated by the Company oF individual giving 12 months' notice, The Non-Execuive
Direcinrs are retained under Letters of Appointment.

Directors’ Share Opiffons
Detaits of share options held by directors are set out in the Directors report,

Mominations Commitiee Report

The Nominations Commiltee comprises Peter Lawrence, Marc Loomes, Brett Clemao, O Andrew
Jones and Tony Rawlinson.

The Nomination Committee reviews the Board's structure, size and composition and manages
appointments to the Board. The commiifes this year, continued fo focus on succession planning for
the Board, by reviewing the Directors’ skills and experience and identifying areas to consider for
future appointments. This Committee’s approach recognises its crucial role m ensuring the Lompany
has an effective and well-balanced Board,
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L R P el L ]
Raole of the Nominations Committee

The Nominations Committee operates within specific terms of reference which include:

» regulary reviewing the structure, size and composition {inclacing the skills, knowladge,
experience and diversity) of the board;

* giving full consideration fo succession plamning:
» keeping under review the izadership needs of the arganisation:

* being responsible for identifying and nominating for the approval of the board, candidates to
fill board vacancies as and when they ariss;

= reviewing the results of the board performance evaluation process that relate to the
compositian of the hoard

+ formulating plans for succession for both executive and non-executive directors;
+ nominating membership of the audit and remuneration committess:

= the re-election by sharzsholders of directors under the annual re-election provisions of the
retiretment by rotation provisiens in the company's Artickes of Association;

«  any matters relating to the continuation in office of any director at any time including the
appaintment or removal of any director to exesutive or other office;

The Nominations Committee can call for information from the management committee and consuits
with the external specialists directly if they are reguired to do sa.

- The Commitiee met once in the year after formation of the Committee in December, 1o discuss the
Board's current skills and experience and to discuss succession planning.

Ag the Group has grown, the Board has recognised the increasing burden and reliance placed on the
finance team. To alieviate this, the Board is pleased fo announce the appointment of Jonathan
Pickard ACA on 4 June 2018, donathan's role is Group Financial Controlter. in addition. Andrew
Buglass was appointed a Director of ECO Animal Health Limited with effect from the 315 May 2013,
Andrew is the Group's Glohal Sales Director,

Priotfffes for the vear ahead

The Committee wilt continue to discuss successian planning of the Board and to continue to review
the diversity and mix of skills fo identify any skills gaps.

Our opinion remains that we are satisfied with the performance of the Board, its sub-committees and
that of individual Birectors and the Chairman,

In accordance with the Articles of Association and best practice, all Directors wiff be submitted for re-
election on a rotation basis.

By order of the Board
Julia Trouse

Director and Company Secretary
28 June 20148
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The directors present their report and financial statements for the year ended 31 March 2018

Directors
The following directors have held office since 1 April 2017:

Peter Lawrence Mon- Executive Chairthan

Mars Loomes Chief Exscutive

Kevin Stockdale Finance Director

Brett Clemao Executive Director

Julia Trouse Execulive Director

Dravid Danson Mon-Executive [Hrector (Retired 1 December
2017

Anthony Rawlinson Mon-Executive Director

Andrew Jones Nan-Executive Director {Appointed 1 December
2047)

Principal activities

The principal activities of the Group in the year under review were those of manutacturers and
suppliers of animal health products. These activities were conducted on a global scale, throegh a
retwork including both regional offices, {notably in Shanghat and Princeton) and overseas
subsidiaries.

Resuits and dividends
The consciidated income statement for the year is setf out on page 31.

The profit for the year after tax was £11,647,000 {2017: £11,989,000). The directors have declared a
dividend of 6p per share making a total for the year of 8.2p {2017: 7.10p).

Future Developments
The fikely future development of the business is covered in the Chairman's Statement and in the

Strategic Report.

Substantial shareholdings
Af 24 Aprll 2018, the Company had baen notified of the following holdings of 3 per cent ar more of its
issued share capital.

Ordinary shares Per cent
Old Mutual Giabal investors B 928 322 1351
Axa Investment Managers 7,225 667 10.93
F A Lawrence and family 6,948 477 10.51
Schroder Investment Management Limided 5,850,300 9,00
hE & G nvastmant Management 5,710,750 8.64
Aberdeen Standand Investimeants 3,376,260 a1t
Hargreave Mala 3,242 578 4 51
Liontrust Asset Management 2,585 124 3.0t
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Group research and development activities

The Group is continually researching fnto and developing new products and markets, Detaiis of
expenditure incurred and written off during the year are shown in the notes to the financial
staternents. Following the approval of our second marketing awthorisation for Aiviosin® in the USA,
the Group remains committed to obiaining further authorisations of #s Aiviosin® products in other ke
terriortes and for additionat disease applications.

Directars’ inferests
Under the Group’s executive share option scheme the following directors have the right to acquire
Ordinary shares of 5p each as follows;

Optian price 2018 2017
{pence per share)

MO Loomes 4350 400,000 400000
3125 35,000 250 00

2650 A00,000 440 000

20045 140,080 100,000

t61.5 - 30,000

a Clemo 4350 150,800 180,000
J312.5% 260,000 250,004

AB5.0 250,000 250000

200.5 &0, 004 F& 000

181.4 - 20000

K Stockdata 435.0 120,000 120 00
312.5 £0,000 50, 06

2850 150,000 150, 0080

2005 40,0040 40,000

161.5 - 12,500

4 Frolise 435.0 120,000 120 000
3125 S, 008 Ea.000

2650 150,000 150 600

200.5 £0,000 41 Q0

151.5 - 12, 500

A Rawlinson 2650 30,600 30,000
2005 30,000 30,080
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Cirectors’ emoluments
The directors who served in the year received the following, emaluments, pension contributions,
share-based payments and benefits in kind.

Salarles and Share Salaries and Share

Other Retirement Based {fther Retirement Based
Compensation  Benefits Payments Total Compensation  Benefits Payments  Total

2018 27

£000's £000's £000's  EQDO's £000's EQDD's EQ00's EQO0's
M D Loocmes ate ] 19 1496 800 394 i 174 578
J Trouse 188 - 56 245 17 - a0 167
K Stockdafe 184 5 he 245 o0 11 48 150
B Clemo Jg - a7 426 240 - 102 342
D Danson 15 - 4 19 16 - 4 20
A Hawlinson 16 - G 22 16 - 51 22
A Jones i - - T - - - -
1,324 15 425 1,764 373 21 385 1,270

The salaries and other compensation for Executive Directors in the fatest financial year includes the
payment of an additional cash bonus in lieu of an option grant, as explained in the Remuneration
Committes Report,

Clrectors’ insurance
The Company maitaing directors' and officers’ Bability msurance fc::r the benefit of its direciors which
rernained in place at 31 March 2018 and throughowt the preceding year.

Financial instruments
The Group's accounting policies for financial instruments and strategy for management of those
financial instruments are given in notes 2 and 32 to the financial statements respectively.

Internal financial contred

The hoard of directors is responsible for the Group’s system of intemal financial control. Internal
control systems are designed to meet the paricular needs of the companies concerned and the risks
to which they are exposed. This provides reasonahble, but not absolute, assurance against material
misstatemnent or loss, Strict financial and other controls are exercised by the Group over its subsidiary
companies by day fo day supervision of the businesses by the Directors,

Stockbrokers

N-+1 Singer were the Company's nominated advisor and stockbrokers at the year end. Peel Hunt is
the joint broker, The closing share price on 31 March 2018 was §31.0p per share (217 500.0p).
Buring the year the average share price was 587, 34p (2017 456.85p).

Auditors

The auditors Kreston Reeves LLP will be proposed for reappointment in accordance with the
provisions of section 489 of the Companies Act 2008
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Statement of directors' responsibilities
The directors are responsthle for preparing the Annual Report and the financial statements in
accordance with applicable faw and regulations.

Company law requires the directors to prepare financial staternents for each financial yvear, Under that
law the directors have prepared the Group and Parent Company financial statements in accordance
wih Intemational Financial Reporting Standards {({FRSs) as adopted by the Furopean Union. Under
company faw the direciors 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 period. In preparing these financial statements, the directors are required to:

. select suitable accounting policies and then apply them consistently;

" mzke judgements and accounting estimates that are reasonable and prudent;

= state whether applicable IFRSs as adopted by the Eurgpean Union have been folfowed,
subject to any material departures disclosed and explained in the financial statements:

" prepare the financial statements on the going concern basis unless it is inepproprate to

presume that the Groug 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 reasonabile accuracy at any time the financial
position of the Company and the Group and enable them to ensure that the financial statements
comply with the Companies Act 2006, They are afso responsible for safeguarding the assets of the
Company and the Group and hence for taking reasonable steps for the prevention and detection of
fraud and other irregularities.

The directors are responsibie for the maintenance and integrity of the Company's website. Legislation
i the United Kingdom governing the preparation and dissemination of financial statements may differ
from legistation in cther jurisdictions.

Statement of disclosure to auditors
So far as each of the directors are aware;

{a&} there is no relevant audit information of which the Company's auditars are unaware, and

s} they have taken all the steps that they ought to have taken as directars in order to make
themsebves aware of any relevant audit informatian and to estabiish that the Company's auditors are
aware of that information,

Forward-Looking Statements

This document contains certain forward-fooking statements. The forward-tooking statements reflect
the knowledge and information available to the Company and Group during preparation and up to the
pubfication of this document. By thair very natuie, these statements depend upon circumstances and
refate to events that imay occur in the future and thereby volving a degree of uncertainty. Therefore,
nothing in this dociment should be construed as a profit forecast by the Company or Group.

Cm behalf of the board

Poter Lawrence
Mon-Executive Chairman
29 June 2078
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Cpinion

We have audited the financial statements of ECO Animat Health Group plc {the 'parent company') and
its subsidiaries (the 'Group') for the year ended 31 March 2018 which comprise the consolidated
statement of comprehensive income, consolidated and company statements of financiat position,
consofidated and company statements of changes in equity, consolidated and company statements of
cashflow and notes fo the financial statements, including a summary of significant accounting policies.
The financial reporting framework that has been applied in thelr preparation is applicable law and
Intarmational Financial Reporting Standards {IFRSs) as adopted by the European Union in accordance
with the provisions of ihe Companies Act 2008,

ke our opinion the financial statements:;

v give a true and falr view of the state of the Group’'s and of the parent company's affairs as
at 31 March 2018 and of the Group's profit for the year then ended,;

+« Fave been properly pregared in accordance with IFRSs adapiad by the Eurapean Union; and

+  have bean preparsd in accordance with the requiremenis of the Companies Act 2006.

Baslks for aplnion

We conducted our audit in accordance with [nternational Standards on Auwditing (UK (18As (UK} and
applicable law, Our responsibiliies under those standards are further described in the Auditor's
resporsiilities for the audit of the financial statements section of cur report. Wes are independent of the
Group in accordance with the ethical requirements that are relevant to our audit of the financial
staternents in the LK, including the FRC's Ethical Standard, and we have fulfiled our other sthicat
responsibilitias in accordance with these requirements, We believe that the audit evidence we have
obtamed is sufficient and appropriate to provide a basis for our opinion,

Conclusions relating to going concern

We have nothing to repott in regpect of the following matters in relation to which the 15As (UK} require
L& to report fo you where:

« the directors’ use of the going concern basis of accounting in the preparation of the financial
statemanis is not appropriate; or

= tha directors have nof disclosed in the financial statements any identificd matoria!
uncartainties that may cast significant douht about the comparny’'s abliffy to continue to
adopt the going concern hasis of accounting for a period of al least twefve months from the
date when the financial stafements are authorised for issue.
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An overview of the scope of our audit

As part of designing o audit, we determinad materiality and assessed the risks of material
misstatement in the financiat statements, in particutar, we fooked at where the directors made
subjective judgements, for example in respect of significant accounting estimates that involved
making assumptions and considering future events that are inherently uncertain. As in all of our audits
we also addressed the risk of management override of internat controls, including evaluating whether
there was evidence of bias by the directors that represented a risk of materal mizstatement due to

fraud.

We performed a full scope audit on the main compenents of the business representing 81% of the
Group's revenue and 8% of the Group’s net assets.

Our audit approach is consistent with the previous year.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the financial statements of the current period and include the most significant assessed rizks of
raterial misstatement (whether or not due to fraud) we identified, including those which had the greatest
effect on: the overall audit strategy, the allocation of resources in the audit; and directing the efforts of
the engagement team. These matlers were addressed in the context of owr audit of e financial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion

ot these matters. This is not a complete list of all risks identified by our audit.

KEY AUDIT MATTER

HOW QUR AUDIT ADDRESSED THE KEY ALIDIT MATTER

Revenue recagnition
The Group has fwo main scurces of revenus;

{a) Direct sates of animal pharmaceutical
procucts into UK, European and global markets,
The Group's flagship patented produst continuing
o be Avtosin® which accounted for 76% of total
Group Sales. The Group recognised these sales
on despatch of the goods, at which point the risks
and rewards of ownership is substantially
transferred to the buyer.

(k) Sundry income is primarily from the profit an
sale of assets and rents receivable. These are
recognised an an accruals basis,

We have focused on these income streams due
to their value and the potentiat for misstatement
of revenue whether caused by fraud or errar,
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We discussed the revenue recagnition policies
with management and independently with sales
staff clarifying any discrepancies.

For direct product sales s sample of order
Ambers were traced through {o sate invoice
and ledger confirming the treatmant of VAT and
exchange rate differences for each. tn addition,
a comprehensive analylical review was
uwndertaken comparing reported sales in the year
to both prior period and budgeted manthly sales
development. An analysis by significant
geographical sales markets was also performed
with explanations for performance ensured a3
consistent with othar audit evidenecs sbiained.
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KEY AUDIT MATTER

HOW QOUR ALIDIT ADDRESSED THE KEY AUDIT MATTER

Cwnership and valuation of intangibles

Goodwil arose on the acguHsition of subsidiaries
and is included within the consolidated statement
of financial position at cost less impairment.

There is historical capitalised goodwilt on the
balance sheet totalling £17.9m in relation to this.

The Group also retain disbribution rights as well as
drug registrations, patents and capitalised license
costs.

For internally genarated and externally acquired
assets the Group recognises these at cost less
accumulated depreciation and impairment losses.
For assets acquired as part of a business
combination these are recognised at fair value.
Drug registrations, patents and licences are
amortised over a useful economic life of hehyean
10 and 20 years, with distribution rights being
amortised over 20 years,
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A brealkdown of the goodwilt by company was
obtained and agreed to the nominal ledger and
expectations. A comparison of the goodwill
amount and the historicat profitabildy / net
assels figure of each company was undertaken
and an initial assessment of any required
impaiment was noted. The directors provided a
paper on the impairment of goodwill taking into
account forecasts for a pericd of 5 years
looking at the profitability along with any
potentiat impairment. Sensitivity analysis was
undertaken on the forecasts to stress test
cifferent levels of revenue drop. Prior budgets
and forecasts were compared o actual resufts
and any inaccuracies in turnover or profits were
also used to stress test the forecasts provided.
The assumptions applied to generate the 5 year
forecasts were reviewed and audited to halp
defarmine the accuwracy of these forecasts.

Schedutes for other itangible assets were
obtained and agreed to nominal ledger and
expectation, useful economic lives assigned
were reviewed to confirm as reasonable with
amortisation charges recalculated. Assets were
also assessed for indicators of impairment and
forecasts were obtained and reviewed to vouch
asslmption that assets will continue o
generate tncome for the Group.



ECO ANIMAL HEALTH GROUP PLC

INDEPENDENT AUDITORS’ REPORT

TO THE SHAREHOLDERS OF ECO ANIMAL HEALTH GROUP PLC

FOR THE YEAR ENDED 31 MARCH 2018

KEY ALIEHT MATTER

HOWY OUR ALIDIT ADDRESSED THE KEY ALDIT MATTER

Valuation of share options

The Group operates an executive share option
Scheme, with approved and unapproved share
Cptions granted to directors and employees who
Devote at least 25 hours per week to the
Performance of duties or employment.

The exercise price of the options is equal to the
mariket price of the sharas at the date of grant,
with the options vesting after three years. For
instances of an option holder ceasing
employment during this time for any reason the
aption can ke exarcised & months after date of
cessation with approval of the Board.

We have focused on this area due to the
increased complexity of accounting and exposure
to higher risk accounting estimates in calculating
such a scheme.

The share based payments report was obtained
and the gualiifications and experience of the
valuer assessed.

Sensitivity analysis was undertaken on the
report's assumptions to stress test gifferent
levels of leaver rates to review for potentially
material varances.

The charge to the income statement was
agreed to the audited report and it was
confirmed alt necessary disclosures weare
inclidad in the accounts.

Vatuation and existence of inventory

The Group held inventories of £17 7m at year end,
thiz being in relation to raw materiats and
consumables £13.0m and finished pharmaceutical
products £4 8m.

Such inventories are valued at the lower of cost
and net reatisable value; cost being determined
using the first-infirst-out methed. The cost of
finished goods comprises raw materials as well as
direct iabour and other costs. The net realisable
value is taken 1o be selling price for the product in
the ordinary course of businass,

We have focused on this area due to the valuve of
I[nventaries held, and the fact that thers was
judgment involved in esfimating the value of
oheolete irems.
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Stockiakes were attended at selected sites with
materiat levels of inventary, A sample of steck
was atso sefected for substantive valuation
testing, confirming that nventory was held at the
lower of cost and net realisable value.

Third parties who have completed stock takes
were assessed to confirm their competence and
refiakifity of their results. Variance testing was
performed where stock sheets at year end were
agreed to stock listing obtained. A sample of the
finat March 2018 and first Apri 2018 sales were
reviewed to determing correct cut-off was
applied,

Imventory in transit was also reviewed to confirm
it was accurately recorded as such at the year
end.
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INDEPENDENT AUIHTORS' REPORT
TO THE SHAREHOLDERS OF ECQ ANIMAL HEALTH GRCUP PLC
FOR THE YEAR ENDED 31 MARCH 2018

How we taitored the audit scope

We tadored the scope of our audit to ensure that we performed encugh work to be able o give an
apinion on the financial statements as a whote, taking into account the struciure of the Group and the
parent company, the accounting processes and controls, and the indushy in which they operate,

Our scoping considerations for the Group audit were based both on financial information and risk. In
addition to Eco Animal Health Group PLC the below subsidiaries were subject to a statutory or fimited
assurancea audits:

Eco Animal Health Limited (statutory audith

Zhejiang Eco BIOK Animal Health Products, Limited (statitory audit)

Pharmgate Animal Health LLC (statutory audit)

ECC Animal Health do Brasit Comercio de Praductos Veterinarios (limited assurance)

ECC Animal Health (LUSA) Carperation (kmited assurance)

Remaining subsidiaries deemed immaterial to the Groug and were not subject to audit proceduras,

Qur application of materlakity

. Overall Group Materiality £692.000 {2017 £610,000)
: How we determinad it o 5% of Group prott bafore t2x O
! Rationale for benchmark T Given the Group is AW listed the number of users and

the level of interest in the RBnancial statements is
expected 1o be higher than average. Therefore, the
significance of balances i expecled to be greater and
consequentty 5% of profit before tax has been
assessed 33 the most approprizte basis for materiality.

We reported all audit differences found in excess of performance materiality of £484, 400 to the directors
and the managemeant board.

For sach Group company within the scope of our Group audit, we aliocated a materiality that is lass
than our gverall Group materiakity. The range of materiality aliocated across each Group company was
between £430,000 and £20,200. The scope of our audit was influenced by our application of materiality
us we set certain quantitaiive thresholds for performance materiality and use these thresholds as a
constderatian tool to help 1o determine the scope of our audit and the nature, timing and extent of our
audit procedures on the individua! financial statement line items and disclosures and in evaluating the
effect of misstatements, both individually and in aggregate an the financial statements as a whole.

We determinad component materiality for the parent company to be 1% of net assets and for each of
the trading Group companies between 1-2% of furnover based upan the companies' principal activities
and risk profile. Performance materiafity was set in the range of 70-80% of component materiality,
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TO THE SHAREHOLDERS OF ECO ANIMAL HEALTH GROUP PLC
FOR THE YEAR ENDED 31 MARCH 2018

Cther information

The directors are responsible for the other information. The other information comprises the information
included in the annuat report, other than the financial statements and our auditor's report thereon. Qur
opinion on the financial statements does not cover the other information and, except {0 the extent
otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information fs materially inconsistent with the financial
statements of our knowledge obtained in the audit or otherwise appears to be materfally misstated. If
we identify such matertal inconsistencies or apparent material misstatements, we are reguired to
determine whether there is a material misstatement in the financial statements or a material
misstatement of the other information. If, based on the work we have performed, we conclude that there
is & material misstatement of this other information, we are required to report that fact, We have nathing
ta report in this regard.

Opinions on cther matters prescribed by the Companies Act 2006
in our opirion, based on the work undertaken in the course of the audit:

= the information given in the strategic report and the directors' report for the financial year for which
the financial statamemts are prepared is consistent with the financial statements; anc

» the strategic report and the directors’ report have been prepared in accordance with applicable iega
reguirements.
Matters on which we are required to report by exception

in the light of our knowledge and understanding of the Group and parent company and s environment
ubtained in the courss of the audit, we have not identified material misstatements in the strategic report
and the directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companigs Act
2006 requires us to repart fo you if, in our opinion:

» adequate accounting records have not been kept by the parent company, or returns adequate for
our audit have not been received from branches not visited by us; or

+ the parent company financial statements are not in agresment with the accourting records and
returns; or

= certain disclosures of directors’ remuneration specifisd by law are not made: or

+ we have not received alf the information and explanations we require for our audit
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Responsibiiities of directors

As explained more fully in the directors' responsibilities statement {set out on page 22}, the directors
are responsible for the preparation of the financial statements and for being satisfied that they give a
true and fair view, and for such internal control as the directors determine is necessary to enable the
preparation of financial staternents that are free from material misstatement, whether due to fraud or
eror.

In preparing the financial statements, the directors are responsible for assessing the Group's and parent
company's ability to continue as a going concem, disclosing, as applicable, matters related to going
cancern and using the going concern basis of aceounting unless the directors either intend to liquidate
the Group or parent company of 1o cease operations, or have no realistic alternative but to do so.

Auditer's responsibilities for the audit of the financial statements

Cnir ohjectives are ko obfain reasonable assurance about whether the financial statements as a whole
are free from matenal misstatement, whether due to fraud or error, and b issus an auditor's report that
includes our opinion, Reasonable assurance is & high level of assurance but is not a guarantes that an
audit conducted in accordance with 15As (UK) will always detect 3 matenal misstatement when it exists.
Misstatements can arise from fraud or etror and are considered matedal if, individually or in the
aggregate, they could reasonably be expected fo influence the economic decisions of users taken on
the basis of these financial stateraants,

As part of an audit in accordance with 1SAs (UK}, we exercise professional judgment and maintain
professionat scaplicism throughout the audit. We alsor

« |dentify and assess the risks of material misstatement of the financiai statements, whether due to
fraud or error, design and perform audit procedures responsive fo those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion, The risk of not detecting
a material misstatement resulting from fraud is higher than for ane resulting from error, as fraud
may invalve collusion, forgery, intentional omissions, misrepresentations, ar the override of internal
controk.

s {ibtain an understanding of internal confrof refevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group's internat condrof.

+ Evaluate the appropriatensss of accounting policies used and the reasonableness of accounting
estimales and related disclosures made by the directors.

+ Conclude on the appropriatensess of the directors” use of the going concenn basis of accounting
and, based on the audit evidence obtained, whether a material uncerainty exists related o evernts
or conditions that may cast significant doubt on the Group's of the parent company's ability to
continlie as a going concern. If we conclude that a material uncertainty exists, we are required to
draw attention in our auditor's report to the refated disclosures in the financiat statements or, if
such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditors report. However, futire events or conditions may
calse the Group of the parent company to cease to continue as a going concern,
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Auditor's responsibilities for the audit of the financiat statements {continued)

* Evaluate the overall presentation, structure and content of the financial statements, incleding the
disclosures, and whether the financiat statements represent the underlying transactions and
events in a manner that achieves fair presentation.

» Obtain sufficient appropriate audit evidence regarding the financial information of the entitiss or
business activities within the Group to express an opinion oh the consclidatad financial
statements. We are responsible for the direction, supervision and performance of the Group audit.
We reimain solely responsibie for our audit opinion.

We communicate with those charged with governance regarding, amang other matters, the plannad
scope and fiming of the audit and significant audit findings, inckuding any significant defisiencies in
internal control that we identify during our audit.

Use of our Report

This report is made solely ko the company's members, as g body, in accordance with Chapter 3 of Part
16 of the Companies Act 2006. Qur audit work has been undertaken so that we might stafe to the
coinmpany’s members those matters we are required to state fo them in an auditor's raport and for no
other purpose. To the fullest extent permitted by faw, we do not socept Qr assume respansibility o
anyone other than the company and the company's members as a body, for our audit work, for this
report, or for the opinions we have formed.

Stephen Tanner BSc (Econ} FCA {Senior Statutory Auditor)
For and on behalf of Kreston Reeves LLP

Statutory Auditors and Chartered Accountants

London

2% June 2018
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ECO ANIMAL HEALTH GROUP PLG

CONSOLIDATED INCOME STATEMENT
FOR THE YEAR ENDED 31 MARCH 2018

2018 20%7
Mates £000"s £000's
Revenue 23 67,204 H1,422
Cost of sales : (34,986) {31,103
Gross profit 32,215 30,319
Other income 4 4364 379
Administrative expenses {18,538} {18,053)
Prafit from operating activities 5 14,112 12,645
Finance income & 138 784
Finance costs B {385) -
Net finance (costifincome (247) 784
Share of profit of associate 14 ¥ 23
7 23
Profit before incoms tax 3,872 15,452
Income tax {charge) g {2,225) {1,453}
Profit for the year 11,647 11,999
Profit attributzhle to:
Dwners of the parent company G314 10,565
Mon-comtrofling inferest 24 2,332 1,434
Profit for the year 11,647 11,999
Earnings per share (pence) T 14,19 16.35
DEiEuted earnings per share {pence] 7 14 08 1617
Earnings befare Interest, Tax, Depreciation,
Amaritsation, Share Based Payments and
Foreign Exchange Differences g 16,571 17,064
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 MARCH 2018

MNotes
Profit far the year

Cther comprehensive (losses)income (net of

related tax effects):

Itemns that wilt or may be reclassified to profitiloss) in

futire perods:

Foreign currency transtation differences

Mems that will not be reclassified:

Defined henefit plan actuarial {losses) 21
Defarred tax on revaluations

Cther comprehensive (lesses)fincome for the year

Total comprehensive income for the year
Attributable to:

Owhers of the parent company
Mor-controlfing mterest 24

Aft Bams listed in other comprehensive income have gone through reserves and are shown in the

consalidated statement of changes i equity.

2018
£000's

11,647

5,028
2,232

T

The notes an pages 37 to 82 form part of these financial staterments.
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2017
EQDO's

11,9988

1,030
{483)
i0

547
12,566

10,828
1,727



ECO ANIMAL HEALTH GROUP PLC

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2018

CONSOLIDATED Attriutable to Ue cowners of e Farent
M-
Share Shara  Treasury  Roevidoation tther Retalned — Tetal  conbrolling Tatal
Capitat  Premium  Resarvs Resarve Rosorvea  Eaminga interest Equity
AG GO

£000's £000% 000"z 2Ty Fdlrs £0RQ's  EQOQ'z EQH's 20005
Balance as at 3% March 2018 55 55,552 17, 144) Bod 2,028 21,824 A3, Ta7 3,202 44,303
Frafil far iha yaar - - - - - 565 10,568 1454 1t_BOD
Cither comprahendiva inCome:
o alppency diNerences - - - - - TaT FE 293 1,030
Acluarial [losses} on peaslon scherme Sssels - - . - - (48T (4R - (dam
Ceefarmad 1axglion change i rale - - - 10 - - 10 . 10
Tolal counprobezive Income far the year - - - 10 - 10,618 14,BED 1,727 12,530
Transacllces wills owess recordad diracily in
ity
Coniribuions by and disiribulions §o cwners
Memierran I Treazury Resanis ansiqg from
di=pogal af Jalnly cwned ghares - - 1,144 - . - dd - 1,144
|z 0 Anares Inthe pesr SE 2517 - - - - 2,583 - 2583
Sale of Ireasury shayes - 47 - - - G0 107 - W8T
Shars-based weymily - - - - - - B7d - =3
Tranefers on expiny of oplions - - - - 1Z5T) 287 - - -
Dhdcends refeting to 2018 - - - . - JAE6T] (3,667 IGET) 14,7254y
Transacilong with camars EE 2,564 1,544 - 471 {2.350) 445 {5ET) 26E
Balance as at 31 March 2017 3271 5A,154 - €54 2448 20293 93031 4,542 BR1¥3
Profit for trem yaar
Clther cormprehansive income: - - - - - i TR e ) 2,333 11,647
Farelyn currency differences - - - - . 1272} (2t o) 1372)
Actuanal (losses) ap pendlen schems azssie - - - - - 415 15} - {15
Total comprehensive income for tho iser - - - - - 028 002 wA3E 11,260
TransastEns with awners recordad directhy in
cquily
ContEbulions tay awid distAbulons b owRere
Isaua of shamgs in tee yoar il 593 - - - - Ti3 . T2
Yihare-bessd paymants - - - - VB - 77 - TIE
Trewsk[&s an exping of Gptiors - - - - 1) 404 - - .
Dividends relating 4o 2057 - - - - . |4.680) (4,660 11380 {5.045)
Transaclicns wili owners 20 EO3 - - 74 {4,258) (5,789 [1.588) (4,558)
Balance as at 3F March 2016 2,201 ER,A47 - oot ! 2,823 4,095 908E0 5,165 104875
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ECO ANIMAL HEALTH GROUP PLC

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2018

P s R A kink PP

COMPANY

Shara Share Treasury Revaluation Othar Retained Total

Capitaf Premium Resatva Reserve Razanms Earnings
Account

EOHYs £000"s E000's £Q00's £000"s £000's £000's
Balance as at 3t March 20156 3,205 53,590 {1,144 353 2078 13,073 37
Prafit for the year - . - - - 5,144 §,144
Other comprehansiva income:
Ackuanial (losses) on pension scheme
assals - - - - - (453 (483
Befiarnad taxation change in rate - - - 17 - - 0l
Totat comprahensive incoma for the
year - . - 10 - 4,661 4671
Transactions with gowners recorded
directly in equity
Cortribufiens by and dis{ributlons to
Lners
|53ue of shares fn the year B 2517 - - - - +.583
Meoveman i Treasury Reserva ansing
from dlsposal of jointhy oswned shares - - 1,744 - - - 1,144
Shara-based payments u - - - G678 - &78
Gale of {regsury shares - 47 - - - B0 107
Transfars an expiry of options u - - - (257 257 -
Dividends relating to 2076 u - - - - (3,567 13,867}
Transachions with owners £S5 2 584 1,144 - 4214 (3,350} 845
Balance as at 31 March 2017 3,271 58,154 - 385 2,449 11,384 T8.553
Prodit for the year - - - - 7g TE
Chher comprehensive ingorma:
Actuariaf (fossas) on pension schemea
asspts - - u - - {18} It5})
Taotal comprehensive insome for the
year - - - - - 51 g1
Fransagtlons with owners recorded
diractly in equity
Contributions by and distibutions to
CWNETs
|=z1a of shanas |1 the vear Ly 93 - - - - 3
chare-based payments - - - - 7iE - Trd
Transfers on @xpiry of options - - - - (40 &0 -
Dividands rafating o 2018 - - - - - [k A0 (4 560}
Transactions with ownems it Ga3 - - 374 [, 256 13,169}
Balance as 2t 3 March 2018 329 LT “ 305 2,823 AL 72,545
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ECO ANIMAL HEALTH GROUP PLC

STATEMENTS OF FINANCIAL POSITION {CO. NUMBER: 01318170)

AS AT 31 MARCH 2018

Mates
Monr-current assets
intangible assets 11
Property, plant and equipment 12
Investment property 13
Investrnents 14
Amaunts due from subsidiary company 16
Current assets
[mventories 15
Trade and other receivables 16
ncome tax recoverable
Other taxes and social security
Cash and cash equivalents 18
Total current assets
Llabilities
Trade and cthar payables 19
Incormne tax
Other taxes and social security
Cividends
Current liabilities
MNet current assals
Total assets iess current liahilities
Non current Habillties
Pravisions
Deferred tax 17

Dilapidations on property leases
TOTAL ASSETS LESS TOTAL LIABILITIES

EQUITY

Izsued share capital 23
Share premium account

Revsiuation reserve

Other reserves 26
Retained earnings

Man-controling interests 24
TOTAL EQUITY

Approved by the Board and authorised for issue on 28 Juns 2018

Peter Lawrence
Birector

Group Company
2018 2017 2018 2017
£000's  £000's £000's  £000's
57,631 53 883 - -
1,866 1,865 716 731
200 185 200 185
68 a7 20077 20,082
- - 46,326 -
59,798 56,030 67,319 20,998
17 663 19,675 - -
17,183 16,158 213 46,132
113 395 - -
1,160 897 518 894
21,2651 20,602 4,959 8,684
57,390 57,727 5690 55510
(10,715) (13,733} (234) (526)
(152) (238} - -
{108) {447) (98) {103)
{42] (28} (42] (38
(11,647) (14,457} {374} (668)
46,373  A3,270 5316 54,842
106,168 $9,200 72,635 75,840
{1,293) {1,027} (S0} {873

- E‘H}DE - gﬂ]ﬂ%
E 1 ! !

3,281 3,271 3,291 3,271
58,847 58,154 58 847 58,154
g64 g64 395 385
2823 2,448 2,823 2,448
34 0635 29,293 7.18% 11,384
$9,690 83,831 72,545 75,853
4,185 4,342 - -

The notes on pages 37 to 82 form part of these financial statements.
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ECO ANIMAL HEALTH GROUP PLC

STATEMENT OF CASHFLOWS
FOR THE YEAR ENDED 31 MARCH 2018

Motas
Cashflows from operating activities
Profit befora incorma tax
Adjustraent for:
Met finance cost{incoma) 3
Depraciation 12813
Revaluation of investment proparty
Lozef{Profil) un disposal of non-curran! assets
Amortisalion of intangible asseds k!
Impairrmant of intangile asaets
Fension paymeants 21
Shars of associate's resulls 14
lmpairment of invastmenis 14
Share based payments 22

Operaiing cash flows before movements in working capital

Change in invantories
Change in racaivablos
Change in payables

Cash generated fromi(absorbed by) operations
Financa cosls

fncorne tax

Net cash fromflabsarbed by} aperating activities

Cash flows from invesfing actlvities
Acquisition of property, plant and eguiprment 12
Digpasal of property, plant and aquipment

Purchase of intangibles (net of contributions from outsida parties) 11
Finance incorme g
Net cash {used in¥from investing activites

Cash flows froen financing acfivitios

Procesds from tasue of share capital and sale of fointly awnad and
treasury shanas

Diviclends paidk

Net cash fused in)from finanging activities

Met increasef{decreass) in cash and cach equivalents
Foreign exchapge movermanta
Hatange at T Aprl 2017

Balznce at 21 March 2018 18

A net debt reconcitiation has not been inchuded as the Group held no debt in 2018 or 2017,

26

Group Group Company Company
2018 2017 2018 2017
£000's F0OF s E0{Ys £000's
13,672 13,452 ag 5144
247 [7ady {911} {220
247 264 17 16
ith) - [t5) -

- 7 - (8

3428 3,06 - -

- 297 - “

2o {78} {38 {78}
(7 {23 - .

- . 5 -

Lt} G678 FiB G78
18,561 16,933 (76} 4,830
a0z {4,082) - 425
(1, 258) 3,195} (231) {5, 304)
{3,432 3445 (373 128
15,843 35101 [6:80) 484
{14} - (3 -
(1,763} (1,286) (11 {4}
14,066 11,81& {6594} 480
(324 {264) {2 {8

t - - &
(7,178} (7,931) - -
138 103 414 B2y

|7, 361} (8.083) 912 9237
713 3834 713 3.834

{6 045 [4,262] [4, 556} [3.6E6]
{6,333) {418} {3,943} 168
1,372 3304 {3,725) 1,575
(F13) 1,633 - “
20 502 15,665 8,684 7,108
21,2614 20,602 4,958 B 584




ECO ANIMAL HEALTH GROUP PLC

NOTES TO THE CONSCLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

1. General informatlon
ECO Animal Health Group ple {"the company™) and its subsidiaries (fogether "the Group'}
manufacture and supply animal health products globally,

The Company is traded an the Al market of the London Stock Exchange and is incorporated and
domiciled in the UK. The address of its registered office is 78 Coombe Road, New Malden, Surrey,
KT3 448,

2. Summary of significant accaunting pelicies

21 Basis of preparation

The Group has presented its annual report and accounts in accordance with Internationad Financial
Reporting Standards (IFRS), as adopted by the European Union, IFRIC interpretations and the
Companies Act 2008 applicable to companies reporting ender IFRS,

The preparation of financial statements, in conformity with IFRS as adopted by the European Union,
reguires the use of estimates and assemplions that affect the reporied amaounts of assets and
liahilities at the date of the financial statements and the reporied 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 ulimately may differ from those estimates.

The estimates and underlying assumptions are reviewed on an ongoing hasis. Revisions to
accounting estimates are recognised ik 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 hoth
curent and future periods.

The principal accounting poficies of the Group are set out below and have been applied consistently
in dealing with items which are considerad material in relation to the Group's financiat statements.

2.2 Adoption of new and revised standards

The following amendments to existing standards and interpretations were effective for pericds
beginking after 1 January 2017, but the adoption of these amendments to existing standards and
interpretations did not have a material impact an the financial statements of the Group:

« |AS ¥ — Disclosure initigtive
s |AS 12 — Recognition of Deferred Tax Assets for Unrealised Losses
s |FRS 12 — Amendments under 2074-16 Cycle of Annual improvements.

The following new standards, amendments and interpretations to existing standards have been
published that are mandatory for accounting periods beginning atter 1 Jancary 218 (unless
otherwise stated) and have not been applied in preparing these consolidated financial statements.

[FRS 2 — Classification and Measurement of Share Based Payment Transactions
IFRS 4 — Applying IFRS3 Financial Instruments with IFRS 4 Insurance Contracts
IFRS 8 — Financial Instrumems

IFRS 15 — Revenue from Contracts with Customers

IFR5S 16 — Leases {effective from 1 January 201 2)

IFRS 40 — Transfers of Investment Property

IFRIC 22 — Foraign Currency Transactions and Advance Consideration

IFRS 1 and 1AS 28 — Amendments under 2014-16 Cycle of Annual Improvements
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ECO ANIMAL HEALTH GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS {Continued)
FOR THE YEAR ENDED 31 MARCH 2018

2.2 Adoption of new and revised standards {continued}
The directors do not expect that the adoption of the Standards and Interpretations fisted above will

have a material impact on the financial statements of the Group in future periods with the exception of
IFR51E — Leases, Itis anticipated that this wili increase the assets and liabity totals includad in the
financial statements by a maximum of approximately £3.5m. Net assets will not be materially affected
and neither will the reported profit.

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

2.3 Basis of consolidation
The consolidated financial statements comprise the accaunts of the Company and is subsidiaries
drawn Lp fo 31 March 20158,

An entity is classed as a subsidiary of the Gompany when as a result of contractual arrangements, the
Company has the power to govern its financial and operating policies so as fo obtain benefits from its
activities.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the
Group. The cost of an acquisition is measured, as the fair value of the assets given, equity
mstruments issued and liabitities incurred or assumed at the date of exchange. klentifiable assets
acquired and contingent iabiliies assumed in a business combination are measured initially at their
fair values at the acquisition date, irrespective of the extent of any minority interest. The excess of the
cost of aequisition over the fair value of the Group's share of the identifiable net assets acquired is
recorded as goodwill. If the cost of acquisition is less than the fair value, the difference is recognised
directty in the income statement,

Accounting policies have been changed where material to ensure consistency with the policies
adopted by the Group, Although the subsidiaries in Brazit and China and the Joint operation in the
USA and Canada alt have December year ends, the Group uses management accounts to the end of
March to prepare the Group accounts.

Subsidiaries are wholly consolidated from the date on which control is transferred to the Group. They
are deconsolidated from the date that control ceases,

Intercompany transactions, balances and unrealised gains on transactions between Group cotmpanies
are eliminated on consolidation.

24 Segment reporting

Operaling segments are reported in @ manner consistent with the internal reporting to the chisf
operating decision-maker. The chief aperating decision-maker who is responsible for aliocating
resources and assessing performance of the operating segments has been identified as the Board.

2.5 Foreign currency translation
{a} Functional and presentational currency

items included in the financial stalements of each of the Group's entities are measured using the
currency of the primary economic environment in which the entity operates {"unctional eurrency™).
The consolidated financial statements are presented in Pounds Sterfing, which is the Company's
functional and the Group's presentational cumrency,

{+)] Transactions and balances

Monetary assets and fiabilities denominated in foreign currencies are transfated info Pounds Sterling
at the rates of exchange ruling at the date of the financial staterments.
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2.5 Foreign currency translation (centinued)

Foreign cuerency transactions are ranslated into the functional currency using the exchange rates
prevailing at the date of the transactions. Foreign exchange gains and losses resulting fram the
seltlement of such transactions and from the translation at period end exchange rates of monetary
assets and fabilities denominated in foreign currencies are recognised in the income statement,

Foreign exchange gaing and losses that relate to borrowing and cash and cash equivalents are
presented in the income statement within finance income or finance costs.

{c) Group companies

The resulls and financial position of alf Group entities that have a functionat currency different from
the presentation currency are transfated info the presentation currency as follows;

. assets and Habilities for each balance shest presented are translated at the closing exchange
rate at the date of the balance sheet;

. income and expenses for each income statement are translated at average exchange rates
pnless this average is not a reasonable approximation of the cumulative effect of the rates
prevailing on the transaction dates, in which case the income and expenses are franslated at
the rate on the dates of the transaction; and

. alf resulting exchange differences are recognised as a separate component of equity.

When a foreign operation is partially disposed o sold, exchange differences that were recognised in
equity are recognised in the income statement as part of the gain or lass on sale. Goodwill and fair
value adjustments arising on the acquisition of a foreign entify are treated as assets and lizbilities of
the foreign enfity and transtated at the closing exchange rate.

26 Financial instruments
a) Non-derivative financial assets

The Group inttkally recognises loans and receivables and deposits on the date that they are
orginatad. All other financial assets {including assets designated at fair value through profit or ioss)
are recognised indtially on the trade date at which the Group becomes a party {o the contractual
provisions of the instrumesnt,

The Group derecognizes a financial asset when the contractual rights to the cashilows from the asset
expira, or it transfers the rights o receive the contractuat cashflows fram the financial asset ina
transaction in which substantially ai the risks and rewards of ownership of the financial assef are
transferred. Any interest in transferred financial assets that is created or retained by the Group is
recognised as a separate asset or liability,

Financial assets and liahilities are offset and the net amount presered in the statemeant of inancial
position when, and only when, the Group has a legal right to offset the amounts and interas to settle
on a net basis o to realise the asset and setile the lisbikity simultaneousty.

The Group has the following non-derivative financial assets:

by Laans and receivables

Loans snd receivables are financial assets with fixed or determinable payments that are not quoted in
an aotive market, Such assefs are recognised indtialy at fai value plus any directly attributable

transaction costs. Subsequent o indtial recognition loans and recelvables are measured at amoriised
cost using the effective interest methed, less any impairment fosses,
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2.6 Financiat instruments {continued)
Loans and receivables comprise trade and other receivables and cash and cash sguivalents.

Cash and cash equivalents comprise cash batances and call deposits with original maturities of three
months or less. Bank overdrafts that are repayable on demand and form an integral part of the
Group's cash management are included as & component of cash and cash equivalents for the
purpose of the statermnent of cashfiows.,

) Mon-derivative financial liabiities

Alt tinancial liabiities (including Habilities designated at fair value through profit or loss) are recognised
initially on the date at which the Group becomes a party to the contractuat provisions of the
ingtrurment.

The Group derecognises a financial fiability when its contractual obligations are discharged ar
cancelled or axpire.

The Group has the following non-dervative financial Eabilities: bank overdrafts and trade and other
payables.

Such financial iabilities are recognised initiafly at fair value plus any directly attributable transaction
costs. Subsequent {0 inftial recognition these financial lisbilities are measured at amontised cost using
the effective interest method.

2.7 Goodwill

Gioodwilt arising on the acquisition of an entity represents the excess of the costs of acouEsiion over
the Group's interest in the net fair value of the identifiable assets, labilities and contingent liakbilities of
the entity recognised at the date of acquisition,

Goodwl is initially recognised as an asset at cost and is subsequently measured at cost less any
acctimulated irmpairment losses. Goodwilf is not subject to amortisation but is testad for impairment.

Negative goodwill arising on an acquisition is recognised directly in the income statement. On
disposal of a subsidiary or a jointly controlied entity, the attributable amount of goodwill is included in
the determination of the profit or loss recognisad in the inconte statement on disposal. Goodwill
arising before the date of transition to IFRS, on 1 Aprit 2004, has been retained at the previcus UK
GAAF amounts, subject to being tested for impairment at that date, Goodwill written off to reserves
under LIK GAAP prior o 1998 has not been reinstated and is not included in determining any
subsequent profit or loss on disposal.

2.8 Dther Intangible assets

Drug registrations, patents and licences

The Group recognises internally generated or externally acauired intangible assets at cost and
subsegquently recogmises them at cost less accumulated amortisation and impairment fosses.
Intangitle assets acquired as part of a business combination are recognised at fair vaiue.

Expenditure on drug ragistrations and ficences is recognised as an internally generated or externafly
acquired intangible asset only if all the following conditions are met:

" ant agset is created that can be identified
. it is probabie that the asset created will generate future economic benefits; and
. the development cost of the asset can be measured reliably.
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2.8 Other intangible assets {continued)

Alf drug registrations and fcences have previously bean amartised on a straight-line basis over their
usetul economic e of 10 years, However, following the granting of Alvlosin's first markefing
autharisation in the USA inJuly 2012, which greatly increased the sconomic potentia! of the product,
management revised their estimate of the useful ife of the Akfosin drug registrations only from 10 to
20 years and in accordance with |ASE have amoitised the remaining book value of the Aiviosin
registrations over the remainder of the useful life of these registrations from that date.

Cistribution rights

Distribution rights are recognised at cost and amortised on a siraight line basis over their estimated
useful economic ife of 20 years. They are reviewed for impairmeant when any indicafion of potential
impairment exisis.

2.8 Property, plant and eguipment and depreciation

Piant and equipment are stafed at cost less depreciation. Depreciation s provided at rates calculated
to write off the cost less estimated residuat value of sach asset over its expacted useful life, as
follows;

Plant and machinary 20% on cost
Fixtures, fittings and equipment 20% on cost
Motor Wehicles 25% on cost

Freehold fand and buitdings are stated at valuation less depreciation. The property is professionally
vakued by a qualified surveyor at least once every three years. Surpluses and deficits arising from the
peradic valuations are taken to the income statement. Depreciation is provided at a rate calculated to
write off the valuation less estimated residuat value over the remaining useful life of the building at a
rate of 2 per cent per annum, Land is not depreciated.

240  Impairment of non-financial assets

Tha cammying amounts of the Groug's assets are reviewed at each year end, {o 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. For intangible assets with an indefinite useful life, an impatrment test is
performed at each year end,

tnt assessing value in use, the expected futtire cashfiows from the asset are discounted 1o their
present vatue using a pre-tax discount rate that reflects curent market assessments of the time value
of money and the risks specific {0 the assel. An impairment inss is recognised in the income
statement 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 determingd (net of depresiation} had no impatrment

loss been recognised in prior years.,

211 Invesiment property

Tha investment properly is property held either to earn rental income or for capital appraciation or for
both, but not for safe in the ordinary course of husiness, use in the produstion or supply of goods or
services or for administrative purposes. Investment property is measured at fair value.
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214  Investment property (continued)
The property is professionally valued by a quakified surveyor at least once every three years.
Swpluses and deficits arising from the periodic valuations are taken to the income statement.

242 Investments
Mon-current asset investmants are stated at fair value. They are recognised or derecognised on the
date when the contract for acquisition or disposal requires the defivery of that investment,

Investments in subsidiaries are stated at cost less impairment in the Parent Company's statement of
financial position.

Animpairment is recognized in profit or foss when there is objective evidence that the asset is
impaired and is measured on the difference between the investment's canying amount and the
present vatue of estimated future cashflows discounted at the effective interest rate adjusted for a

risk premitim. iImpairment losses are reversed in subseguent 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 iz reversed shall not axceed what the amortised costs would have been had the
impairment not been recognised.

Investments classified as available-for-sale are stated at fair value. Where securities are held for
trading purposes, gains and losses arising from changes in fair value are included in net profit or loss
for the period. For available-for-sale investments, gains and losses arising from changes in fair valus
are recognised directly in equity, untit the security is disposed of or is determined to be impaired, at
which time the cumulative gain or toss previously recognised in equity, determined using the weighted
average cost method, is ineluded in the net profit or loss for the period,

213 interest in joint oparations

A joint operation is a contractual arrangement whereby the Group and other parties undertakes an
ecanomic activity that is subject to joint cantral: that is, when the strategic financial and aperating
palicy decisions retating to the activities require the unanimous consent of the parties sharing control.,
The Group accounts for its interest in joint operations using proportional consclidation, as it has rights
to substantially all of the economic benefits of the assets and obligations for the kabilities shown in
these financial statements relating to those operations. The Group’s share of the assels, kabilitfes,
income, expenses and cashfiows of jointly controlled entities are combined with the equivalant items
in the results on a line by line basis.

214  Investments in Asscciates

An associate is an eniiy in which an investor has significant influence but not controf or joint control.
Significant influence is defined as "the power to participate in the financial and aperating policy
decisions but not {o confral them”,

The Group reports its inkerests in associatas using the equity method of accounting. Under this
method, an equity investment is inittally recorded at cost {subject to initial fair vatue adjustment if
acquired as part of the acquisition of 2 subsidiary} and is subsagquently adjusted to reflect the Group's
share of the net profit or loss of the associate. If the Group’s share of losses of an associate equals or
exceads its "interest in tha associate”, the Group discontinues recognising its share of flrther losses.
if the associate subsequently reporis profits, the investor Tesumes recognising ks share of those
profits only after its share of the profits equals the share of losses not recognised.
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215  Leasing
Tha Group leases caertain property, plant and equipment.

Assets obtained under finance leases, where the Group has substantially alt the risks and rewards of
ownership are capitalised as property, plamt and equipment and depreciated over the shorer of the
lease ferm and their useful ives. Obligations under such agreements are included in borrowings net
of the financial charge allocated to future pericds. The financial element of the rentat payment is
charged to the income statement 50 as to produce constant perodic rates of sharge on the net
ohligations outstanding in each periad.

Leases in which a significant portion of the risks and rewards of ownership are refained by the lessor
are classified as operating leases. Payments made under operating leases are charged to the income
statement on a straight-line basis over the period of the lease, From the accounting periad beginning
1 April 2019 the distinction between operating leases and finance leases wilt be abolished. Al leases
will have to be treated as finance leases. This will increase the Group's assets and kabilities by a
maximum figure of £3.6 million.

216  Inventories

Inventories are valued at the lower of cost and net realisable value, Cost is determined using the first-
in, first-out methed. The cost of finished goods comprises raw materials, direct labour and other direct
coste, 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 and rendering them ready for sale.

2,47 Trade receivables

Trade receivables are initially measured at fair value and are subsequently measured at amortised
cost using the effective interest rate methad. Appropriate allowance for estimated, irrecoverable
amounts are recogrised in profit or loss when there is chiective evidence that the asset is impaired,
The allowance recognised is measured as the difference between the assaf's carrying amount and
the present value of estimated future cashflows discounted at the effective interest rate computed at
initial recognition.

218  Cash and cash eguivalents

Gash and cash equivalents inciude cash in hand, depasits held on call with banks, other short-term
highty liquid investments with originat maturities of three months or less and bank overdrafts. Bank
overdrafts are shown within borrowings in current liabiities in the statement of financiat position.

2.1%  Financial liabilities and squity

Financial liabilities and equity instriments are classified according to the substance of the contractual
arrangements entered into, An equity instrument is any conkract that evidensces a residual interest in
the assets of the Group after deducting all of its liabilities.

2.20 Bank borrowings and loans

tnterest-hearing bank loans and overdrafts are recorded as the proceeds received, net of dirsct issue
costs {which equate to fair valug). Finance charges including premiums payable on settlement or
redemption and direct issue costs are accounted for on an acoruals 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 setted in the perind in which they arise.

2.21  Trade payables
Trade payables are initially measured at fair value and are subsequently measured at amoriised cost

using the effective interest rate methad.

2.22  Provisions

Provisions are recogrised when the Group has a present obligation as a result of a2 past event and it
is prabable that the Group will e reguired to setife 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.
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2.23  Revenue recognition

Revenue comprises the fair value of the consideration recsived or receivahble for the sale of goods in
the ordinary course of the Group's activities. Revenue is shown net of value added tax, returns,
rebates and discounts and after eliminating sales within the Group.

The Group recognises revenue on despateh of the goods (which the directors beliave transfers
substantially all the risks and rewards of ownership to the buyer). No goods are despatched on a sale
ar return basis. Distribuiors frade on their own account and not as agents,

The Group also raceives inferest, rental income, royalty income and management charges in respect
of accounting services supplied {o certain ex-subsidiaries. The amounts are small and are recognised
on an accruals basks.

2.24  Pensions

Cefined Contribution Scheme

The pension costs charged against aperating profits represent the amount of the contributions
payable o the schemes in respect of the ascounting period.

Defined Benefit Scheme

The regutar cost of providing retirement pensions and related benefits is charged to the incame
statement over the employees’ service lives on the basis of a constant percentage of earnings. The
present vakue of the defined benedit obligation less the fair valus of the plan assets is disclosed as an
asset or liahitity in the statement of financial position in accordance with 1AS19, The disclosure of a
net defined benefit asset is bmited to the present value of any economic benefit avaiiable in the form
of refunds from the plan or reductions in future confributions to the plarn.

Actuarial gains or losses are taken directly to equity in the statement of comprehensive income.
225  Share-hased payments

The Group issues equity-seffled share-based payments 1o certain employees in exchange for
services from those employees. Equity-settied share-based payments are measured at fair value
{exciuding the effect of non-market based vesting conditions) at the date of grant. The fair value
determined at the grant of such equity-settled share-based payments is expensed on a straight-line
hasis over the vesting period, based on the Group’s estimate of shares that will eventually vest and
adpusted for the effect of non-rarket based vesting conditions {with & corresponding movement in

equity).

Fair vailte is measured by use of the Black-Scholes model. The expected life used in the modal has
been adjusted, based on management’s bast estimate, for the effects of hon-transferability, exercise
restrictions and behaviour considerations.

Further detafls of the inputs fo the Black-Schoies modef can be found in note 22 to the accounts.
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226 Taxation
Tax expense for the peried comprisas curment and deferred tax,

Current tax, including UK corporation tax and foreign tax is provided at amounts expected o be paid
{or recavered) using the tax rates and laws that have been enacted or substantially enacted by the
year end. Tax expensas are recognised in the income staternant or statement of comprehensive
income according to the treatment of the transactions which give rise to tham.

Deferred income tax is recognised, using the liability method, on temporary differences arising
between the tax basis of assets and liahilities and thelr carrying amount in the financial statements.

Defarred income tax is determined using tax rates {and laws) that have been enacted, or substantially
enacted, by the date of the siatement of financial position and are expected to apply when the related
deferred tax asset is reafised or deferred tax liability is settled.

Deferred tax assels are recognised only 1o the exbent that it is probable that future taxable profits will
e available against which the temporary differsnces can be otdised.

227  Equity
Ordinary shares are classiied 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.

Amounts grising on the restructuring of equity and reserves to protect creditor iterests are credited to
the capital redemption reserve,

The cost of its own shates bought into treasury by the company is debited o retained earnings as
required by the Companies Act 2006, A subsequent sale of these shares would result in this entry
Being wholly or partly reversed with any profit on the sale being credited to Share Premium.

2.28  MNon-controlling {minority) interest

For each businass combination, the Group elects o measure any non-cordrolling interest in the
acquiree either at fair value or af their proportionate share of the acgquiree's identifiable net assets
which are generally at fair value. Changes in the Group's interest in a subsidiary that do not resuitin a
less of controf are accounted for as transactions with owners in their capacity as ownear, Adjustments
to non-controliing interests are based on a proportionate amount of the nef assefs of the subsidiary.
Mo adjustments are made to goodwilt and no gain or loss is recognisad in the statement of profit or
loss.

2.29  Dividend distribution

Final dividend distributions to the Company’'s shareholders are recognised as liabilities in the financial
statements in the period in which they are approvad by the Company's shareholders, Interim
dividends are recagnised when they are paid.
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2.30

Critical accounting astimates and judgements

The Group makes estimates and assumptions concerning the future, The resuliing accounting
estimates wil, by definition, seldom egqual the related aciual results, The estimates and assumptions
that have a significant risk of causing a material adjustment to the carrying amounts of assets and
kabifities within the next financial year are:

{2) Estimated impairment value of intangible assals

{c)

{}

The Group tests annually whether intangible assets with indefinite e have suffered any
mpairment. Other intangible assels are reviewed for impaiment when an indication of
potential impairment exists. Impairment provisions are recorded as applicable based on
directars’ estimates of recoverable values. Detatls of the impairment reviews performed can
be found i note 11 of the fmancial statemends.

fncome taxes
The Group s subject o income taxes predominantly in the United Kingdom but afsa in other
jurisdictions.

Significant estimates are required in determining the provision for income taxes, There are
some fransactions and calculations for which the ultimate {ax determination is uncerain. The
Group recogrises assets and liabilities based on estimates of the final agreed position.

Whaere the final tax cutcome of these matters is different from the amounts that were initially
resorded, such differences will impact the income tax and deferred tax provisions in the
pericd 1 which stch determination is made.

Pension scheme

The Group maintains one defined benetit pansion scheme which has been accounted for
acootding to the provisions of FAS189. Although the assumptions were determined by a
qualified actiary, any change in thase assumptions may materially impact the financiat
position and results of the Group. Details of the assumptions used can be found in note 21 of
the financial skaterments.

Share-bazed payments

The charge to the Income Statement in respect of share-based payments has been externally
calculated using management's best estimates of the amount of options expected to vest and
various other inpits to the Black-Scholes moded, as disclosad in note 22 Any variation in
those assumptions may have a material impact on the Group's future results and financiat
position,
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3. Segment infermation

Management has determined the operating segments based on the raports reviewed by the Board
that are used to make strategic decisions. The Board considers the business from a geographical
perspactive. Geographically, management considers the performance in the UK and Eurepe, the Far

East, Latin America, Morth America and the Middle East and Africa.

Maragement considers Earnings before Interest, Tax, Depreciation and Amortisation {"EBITDA"),

adjusted for share-hased payments.

Ifiddla East
CorporateiU.K.  Europe Fer Erst Latin Amarfca Morth Americe and Afrlca Tital
£000's EQQD's P00 £000"s £000's fHe's  £060's
Yoar ended 31 March 2013
Tatal segnental revenae 1,147 3,345 47 A1 14924 26,203 1,835 98477
|nbar-segmesnt revent:a - {9,198} [it GEE} {14,350 - 20,276
Ravenue from externat customers 1,147 B, 2486 38,2¢3 B 636 19,213 14838 872
Sade of goods 1,147 8,296 36,223 £, B36 11.E1d 1,328 66,984
Royalfes - - - - - 207 207
1,147 &, 248 38,223 5436 11,213 1,536 47201
Adjusted EBITDH [2.514) 1,880 13,860 5B 4. 118 9FE 18 60T
Tokal asseks 24,421 14,455 46 575 185,604 12,1789 3,794 117,185
Year ended 21 Masch 2017
Total segmenisl revanua t.265 ¥ Q86 43,041 10,554 21,8621 i.621 85508
Intas-segment revenue - - [8,982) £3,109) (12,475 - (24 566
FAavenua fram aarnal custormers 1,265 7,956 34,064 7445 3,5 1621 Gt.423
Sale of goods 1,265 T 5EE 34,059 Td4h 1,048 1399 61,200
Royaitles - - - - - 227 222
1,260 7,006 34,055 7445 4,045 1,82t  @1.42¢
Adlusted EBITDWS {1420 &.0i5 11,142 1,812 3,181 99 17,009
Tolai assols 27613 13,954 3452 15,8407 18,987 4. H45 113,757
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3, Segment information {Continued)
Gooudwill and other intangible assets are initially aflocated to the geographical segments on the basis
of the proportion of sales achieved by each segment.

A reconciliation of adjusted EBITDA to profit before tax is provided as fofiows:

2018 2017
£000's £000's
Adjusted EBITDA for reportable segments 18,601 17,008
Depreciation {298} (264)
Revaiuation of fraghold property 15 -
{Losses) on disposal of fixed assets - (37}
Amortisation (3,428} (3,088}
Impairment of intangible assels - {297}
Share-based payment charges {778} (878}
Finance {costs)fincome {247 784
Share of associale's results 7 23
Profit before tax on continuing activities 13,872 13,452
4. Other income
2018 2017
EQGO's £000°s
Managaiment chames 158 166
Rentat income o8 145
Sundry income 228 &8
438 379
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bbb
5. Resuit from operating activitles
2018 2017
£0C0°s EG00's
Resutt from opetating activilies is stated after chargingf{crediting)
Cost of inventories recognised as an expense 14,887 30,980
Employee benafits expenses B 557 85,103
Armnariisation of intangible assets 3,428 KRR
Impairmant of intangible assefs - 297
Depreciation (notes 12 £13) 298 264
Revaluation of investment property (note 13} {15 -
Loss/(profit) on disposal of assets - ar
Loss on foreign exchange fransactions 870 55
Research and development 81 35
Operating lease rentals 485 638
Fees payable o the Company's auditor for the audit of the parent
Camgpany and Group annual accounts ¥ 17
For the audit of the Company's subsidiartes 42 41
Fees payable for audit of the Company's subsidiaries pursuant to
legistation 14 g
2018 2017
E000's EOU)'s
Eamings before interest, tax, depreciation, amortisation and
impatrment, share-based payments and foreign exchange
differences {EBITDA)
Profit from operating activities 14,112 12,645
Bepraciation 288 264
Revaluation of investment property {15) -
tossiProfit} on disposal of fixed assets - 37
Amortisation 3,428 3,088
Impairment of intangible assets - 287
Share-based payments 778 578
18,601 17,008
Foreign exchange differences 870 85
19,571 17,064

Management believe that EBITDA is the most appropriate measure of the Group'’s performance as it
is the initiat source for all re-investment and for all returns to shareholders. Investors, bankers and
analysts alf focus on this important measure of cashflow because it enables them to make
judgements about the Group's ability to generate sufficient cash to meet alt the re-investment needs
of the business while still providing adequate retumns to shareholders. Therefore, EBITDA has a direct
relationship with the value of the Group and is seen by our investors as a Key Performance Indicator
for management.
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5. Result from operating activities {continyec}

The following items are adjusted for in the calculation of EBITDA as defined by the Group.

ltern

Daprecigtion and Amortisation

Fevaluation of Investment Property

Gains and iosses on Disposal of Fived Assets
and Impairment of Intangibles

Share Based Payments

Foreign Exchange differences

B. Finance income

Finance income
Interest received on short ferm bank deposits

Foreign exchange differences on bank balances

Finance costs
Interest paid
Forergn exchange differences on bank balances

Rationale for Adjustment

These items are a result of past investments
and therefore, although they are correctly
recorded as a cost of the business they do not
reflect curvent ar future cash cutflows.
Additionally, Depreciation and Amortisation
calculations are subject to judgement regarding
useful lives and residual values of particutar
assets and the adjustment removes the element
of jdgement.

These are subject to judgement and do not
reflect cashflows.

These iterns are viewed as adjustmeants to
depreciation and amortisation and therefore the
rationale for depreciation and amortisation
applies,

This item is subject to judgement and will never
be reflacted in the Group's cashfiows.

Since the key driver of this figure is the
revajuation of monetary assets denominated in
foreign currency at the period end, which often
reverse fater, taking this figure out of the
EBITDA figure removes volatility from the
performance meastre. Foreign exchange
movements are largely outside of the Group's
controfb 5o this gives a better maasure of tha
Group's progress than statufory profit measures
which include them.

2018 2047

£000's £000's

138 103

- 681

138 784

(14) -
(371

(385] -

(2477 784
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ECO ANIMAL HEALTH GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS {Continued)
FOR THE YEAR ENDED 31 MARCH 2018

7. Earnings per share
The calculation of basic earnings per share is based on the posttax profit for the year divided by the
weighted average number of shares in issue during the year.

2018 2T
Earnlmgs Weighted Per share Eamings Waighted Far share
average anaunt averags amaunt
number of numbar of
sharas shares
£000's 40 {ponce) £000's 00 {penca)
Eernings aitributabie fo ordinary
ahareholders on confinuing operaticns
after Lax 9315 E5, 645 415 10,885 G4 538 18.35
Bilutive effact of share options - 505 {015 - 48 {018
Fully dilutad sarmings pad shara 5,315 86251 14.08 10,565 5, 3560 16,17

Dituted earnings per shars takes into account the diiufive affect of share options. For the purposes of
calculating earnings par share, shares held by the Employse Benefit Trust as part of the Joint Share
Ownarshipg Plan are excluded from the calouation of the weighted average number of shares. The
weighted average number of shares hektd by the Trust during the year was nil (2017: 138,248).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 37 MARCH 2018

. Taxaticn
2018 2047
£000's £000's
Current tax year

Foreign corporalien tax on profits for the year 1,862 1,183
Withhobding tax on intercompany dividend g 61
Resesarch and development tax credits claimed in the year (4] (255
Research and development tax credits - adjustment for prier year 63 -
Deferrad tax
Criginaticn and reversal of temporary diffarences 266 454
Due to change in effective rate - (e
Income tax charge 2,225 1,453
2018 2017
£000's £000's

Factors affecting the tax charge for the year
Profit on ordinary activities bedare taxaiion 13,872 13452

Profit on crdinary activities before laxation muitiplied by Lhe applicable rate of UK

corporation tax of 19% (2017 20%) 26356 2 B80
Effects of:
Mon deductible expanses 306 AET
Mon chargable credils (387} (742
Withholdirg tax on inter-company dividends B 51
Enhianced allowance on research and developmen! expenditure (736} {1,078
Bifferent tax rate for foreign subsidiaries 451 214
Reduced efiactive deferred tax rale - {4
Unused tax losses carried forward 24| 2
Patent hox claim {202} {275}
Other adjustments - g
fncorme tax chargo 2,225 1,453
2018 2017
% %
Applicahle tax rate per LK legislation 19.00 20.00
Effects of:
Mon deductible expenses 2,80 4,14
kon chargable credits [2.56) (8.51)
Withholding tax on inter-company dividends .56 0456
Enhanced allowance on research and development expenditere 15.31) {8.02)
Different tax rate for foreign subsidiaries 3.25 T.50
Reduced effective delarrad tax rale - f0.04)
Unused tax losses catied forward .65 0.n2
Pabent box claim {1.45) {2.05)
Dther adjusiments - 0.22
Effectve lax rale 16.04 10.80
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NOTES TO THE CONSOLIDATEI FINANCIAEL STATEMENTS {Continued)
FOR THE YEAR ENDED 31 MARCH 2018

8, Taxation {continued)
Future tax changes

Changes to the UK corporation tax rates were substantively enacted as part of the Finance Bdl 2017
{on B September 2016). These include reductions o the main rate to reduce the rate to 17% from 1
Aprit 2020, Deferred taxes at the balance sheet date have been measured using a hybrid tax rate of
18%. This is reflectad in the financial statements,

8, Profit for the financial year
2018 2017
£ood's £000's
Parent Company's profif for the financial year 76 5144

The Company has elected to take the exemption under Section 408 of the Companies Act 2006 not to
present the Parent Company income stalement.

10. Dividends

2018 2017

£000's £000's

Dividend for the year ended 31 March 2017 of 5.7p per erdinary share 4560 )
Dividend for the period ended 31 March 2016 of 5.7p per ordinary share - 3.675
Dividend waived by Employes Banefit Trust - £8)
4 660 3,667

The Board is declaring a dividend of 9.2 pence per share in respect of the year endad 31 March 2018,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 MARCH 2018

1. Intangible fixed assets

Group

Cost

At Aprit 2016

Additions - internally generated
Contributions from outside parties
At 1 April 2017

Additions - internally genarated

A1 31 March 2017

Ameriisation

At Aprll 2016

Charge for the year
Impairment for the year
A1 April 2017

Charge for the year

At 31 March 218

et Baok Value
At 31 March 2018

At 31 March 2017

At 31 March 2018

Goodwill Distributian Drug Tetal
rights  reglstrations,
patents and
licanse costs
E0O0's £000's £000's EO00's
17,930 1,442 68,712 79 084
- - 8,238 8,238
n - {307} (307)
17,8930 1,442 67 643 av.015
- - Fi i 7176
—175E0 1,442 74,818 94,191
- 587 29,060 26,747
- 72 3,016 3,088
- - 267 297
. 759 32,373 33,132
- 72 3,356 3,428
- 837 35729 365560
17,930 811 /308,080 57,631
17,930 683 35,270 53,883
30652 49337

17,830 753

The amortisation and tmpaiment charges are included within administrative expenses on the incoma

statement.

Distribution rights are amortised over their sstimated useful fife of 20 years and reviewed for
impairment when any indication of potential impairment axists. The remaining amortisation period at
the date of the financial statements ranged from 5 to 16 years.

The carrying value of goodwil is atfrfbutable to the following cash generating units:

Entity

ECC Animal Health Limited

Zhejiang Eco Biok Animat Health Products Limited

£CO Anirmat Health Japan Inc

54

Date of acquisition

1 Qctober 2004
1 Aprd 2007
24 Decambar 2009

£000's
17,359
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ECO ANIMAL HEALTH GRCUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 MARCH 2018

11. Intangible fixed assets (Continued)
Goadwilt acquired in & business combination is aliocated at acquisition to the cash generating units
{CGU's) that are expecsted to benefit from the business combinatian.

The recoverable amounts of the CGU's are determined from value in use caleulations. The key
assurmnptions for the value i Use caloulations are those regarding discount rates, growth rates and the
estimated remaining useful life of the asset which is maintamed at 30 years through ongoing
investmant in the cash generating uni,

The Group prepares cashflow furecasts derived from the most recent financial budgets and
projections that are approved by management for the year ahead and then exirapolates them
assuming a 3% annual growth rate which is well below the current performance of the existing
business. The directors believe that the long-term growth rate assumed does not excesd the average
leng-term growth rate for the refevant markets.

Management estimates discount rates using the pre-tax rates that reflect current market assessments
of the time vatus of money and the risks specific to the CGU's, In the clrrent year management
estimated the applicable rate to be 11%. Management considers that there is adeguate headroom
when comparing the net present value of the cashifows to the carrying value of goodwill to conclude
that no impaimment is necessary this year. On cument assumgptions the excess of recoverable amount
over canrying value is over E108 million {2017: £78 millian).

Management befieves that the most significant assumption in the calculation of valte in use is the
estimated growth rate. However, even if the growth rate were o be zero, the recoverable amount
would stift be over £74 million maore than the carrying value and no impairment would be necessary,

The nat book value of Drug registrations and lizenses can be broken down as follows:

£00%s
Alosin 38 448
Ecomeadctin 2,111
Cihers 533

359,080

Aiviosin is a highly effective antihiotic that treats & range of specific enteric {gut} and respiratory
diseases in pigs and paultty, ensuring a rapid refurn to health. n addition o the welfare benefits,
healthy animals gain weight faster, digest food more efficiently and get to market earlier which ali
biring economic benefit {o the farmer, Substantial engoing product development covering mare
formalations, species and diseases is expected to substantially further increase its revenus
generating potential. The remaining amortisation period is from 5 1o 20 years.

Ecomectin is an endectocide that controls womms, ticks, lice and mange in grazing stock and pigs.
The remaining amortisation period is ( to 10 years,

Drug registrations and licences are amortised over thelr estimated useful lives of 10 {0 20 years,
which s the directors’ estimate of the fime it would take to develop a new product allowing for the
(Group's patent protection and the exclusivity period which comes with certain reaistrations. The
directors have conducted an impaisment review in the current year by preparing cashflow projections
for the year ahead and exirapolating the results for the remaining Kfe of the registrations assiuming
zero growth and an 11% discount rate to establish value in use. On the current assumptions, fwhich
assume a remaining life of only 5 years) the excess of the value i use over carrying vatue is over
E23 mifiion {2017 £12 milllor).

Fair value calcated as 10 times the curent cash generated by the registrations gives an even higher

value of £159m and this higher figure determines the recoverable ameunt, so management has again
concluded that no impairment iz necessary.
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ECO ANIMAL HEALTH GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS {Continued)
FOR THE YEAR ENDED 31 MARCH 2018

12, Property, plant and equipment

Group tandand Plantand  Fixfures, Motor Total

Buildings machinery fittings and Vehicles

[freehoid) equipment

£000's £00t's £000's EG0d's EQ00's

Cost ar vatuation
At April 2018 730 1,658 710 53 3151
Additions - 47 155 B3 265
Foreign exchange movements - 118 - & 122
Disposals - (280 - (47 {327}
At 1 Aprd 2017 730 1,541 285 =) 3,211
Additions - 106 218 - 324
Foreign exchange movements - {31) - {3} {403
Disposals - {14) - {5} (19}
At 31 Rarch 2018 730 1,602 1,083 61 3,476
Depreciation
AT Aprif 20116 - Ti2 507 39 1,318
Charge for the year 13 1688 78 7 264
Foreign exchange movements - 51 2 - 53
Disposals - {252} - (37} (289}
At 1 April 2017 13 F37 a8Y 9 1,346
Charge for the year 13 154 119 12 298
Foreign exchange movemsnts - {13} - 2} {15}
Pisposals - {143 - {5} (19
At 31 March 2018 28 BE4 708 14 16H)
Net Book Valuze
At 31 March 2018 7Od 738 377 47 1,866
At 31 March 2017 ki B04 278 515 1,865
At 31 March 218 730 386 203 1d 1,833

The freehold property at 78 Coombe Road, New Makden was valuad on 11 May 2017 by Mr R Sworn
of ¥alion Sworn Chartered Surveyors and Vakiers, London, W, The fair value in use of the freehold
property was determined at £7.30,000 by means of applying a 7.5% discount rate fo the annual rentat
value of the property as determined by local market conditions, The property wilt continue to be
valued on a regular basis.

The valua of non-depreciable land included within Land and Buildings is £1380,000,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 MARCH 2018

12 Praperty, plant and equipment (continued)

The frechold property of 78 Coombe Road, New Malden is subject to a legal charge held by the
company's hankers dated 20 March 1987,

The value of the freehold property would have been recorded at £270,000 (2017 £280,000) on &
higtarical eost basis giving rise to the current revatuation surplus of £380,000 net of deferred tax
provision. This bakance is not distriibutahle ko shareholders.,

Depreciation has been included in the administrative expenseas ling on the ihcome statement, except
for £69,000 (2017: £114,000) of depreciation of preduction equipment in the Chinese subsidiary ECO
Biok, which is included within cost of zales.

Company Land and Fixtures, Motor Totai
Buildings fittings and Vehicles
frechald}  equipment

Cost or valuation £000's £000's EG00's £000's
At April 2016 T30 1558 25 o1t
Additions 8 - 8
Disposals - - {26} {25
At April 217 730 163 - 893
Additions - 2 - 2
At 31 March 2018 Ta0 165 - a95
Cepreciation

At April 216 . 147 26 173
Charge for the year 12 3 - 16
Revaluation adjustimsant - - (28] {26}
At April 2017 12 a0 - 162
Charge for the year 13 4 - 17
At 31 March 2015 25 154 - 179
Met Book Value

At 31 March 2013 705 11 - Fi1s)
At 31 March 2817 718 13 - 73
AL 31 March 2016 730 8 - 738
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13, Investment property

Group and Company

tand and Total

Buildings

ffreshold)

£000's £000's

Cost [Revaluation
At March 2016 and March 2017 188 189
Revaluztion in the year 11 11
At 31 March 2018 200 200
Depreciation
At Mareh 2016 and March 2017 4 4
Revaluation in the year {4 {4}
At 31 March 2018 - -
Met Book Value
At 21 March 2018 200 200
At 31 March 2917 185 186
At 31 March 2016 188 13:15

The property in Western Road, Milcham was valued at £200,000 as at 31 March 2018 by Mr R,
Sworn of Kelion Bworn Charterad Surveyors, London WH1. This property was previously the Head
Office of Lawrence plc (now ECO Animal Health Group plc) and is occupied by a charity,

The value of the investment property would have been recorded at £136,000 on a historical cost

basis. The current revaluation surphus is £38,000 net of deferred tax provision. This bafance is not
distributabfe to shareholders.
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E i R —
14. Fixed asset investment
Group
Investment in Unlisted Total
Associate  investments
{Exjuity} {Cost}
£000"s £O00's ENOG's
At March 2016 55 g 64
Share of associate's result for the year 23 - 23
Foreigh exchange differances ' 14 - 10
At March 2017 a8 a a7
Share of associate's result for the year 7 7
Faoreign exchange differences {G) - (B)
At March 2018 59 2] 98
Company
Unlisted Total
investments
{subsidiaries)
Cost EQO0's ENOD's
At March 20186, 2017 21,273 21273
Writtery off in the year {1,198} {1,196}
20,077 20,077
Impairment
At March 2016 and 2017 1,191 1,191
Eliminated in the year {1,121) {1,181}
At Marsh 2018 - -
Mat Book Value
At March 2013 20077 20,077
At March 2016 and 2017 20,082 20,082
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NOTES TQ THE CONSOLIDATED FINANCIAL STATEMENTS {Continued)
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14, Fixed asset investments (continued)
The Company holds more than 20% of the share capital of the following CoInpanies:

Company Registered office Country of Class Shares
address registration or held %
incorporation
Subsidiary undertakings held by Company
Zhejiang ECO Biok Animal  Zhongguan Industrial P R, China Qrdinary 3
Health Products Limited Area, Deging, Zhefiang
Frovince
Shanghai ECO Biak Room 1502-3, Imago P. R. China Ordinary K)
Veterinary Drug Sale Paza, No 99 Wuning

Company Lid. (via Zhejiang Road, Ptro District,
ECO Biok Anfimal Froducts  Shanghai 200063

Lid.)
Petlove Limited 78 Coombe Road, Great Britain Ordinary g1
New Malden, Surrey,
KT3 405
£CO Animat Health Limited 78 Coombe Road, Great Britain Ordinary 100
Mew Malden, Surrey,
KT3 405
ECO Animal Health USA 344 Massau Strest, LhS.A, Crdinary 164
Corp. Frinceton, Mew Jersey
8540
Imterpet LLO 3775 Columbia Pike, U.5 A, Qrcinary TOE
Ellicott City, Maryland,
21043
ECO Animnal Health de Ay Techologico Sur Mexico Ordinary gliis]

Mexico, S.deR. L. deC. V., 134-4, Unidad
Hakitacional Modema,
Cjeretars, TED3I0

ECO Animal Health de Calle 4 E 43/44 N: 581  Argentina Ordinary 1080
Argenting S A P. 6 DB La Platg,

Buenos Afres,

Argenting
ECO Animat Haalth 100 Floor, Menara Mataysia Crdinary 100
Malaysia Sdn. Bhd Hap Seng, No 1 & 3,

Jalan P Ramleg,

50250 Kuaks Lumpur
ECO Armmal Health India M0, 3345, Second India Ordinary 160
Private Lid Fizor, Mount Kaifash

Building, Meanee

Avenue Road, Ulsoor,

Bangalore, Karnataka

560042
ECO Animal Health Europe 6 Northbrook Road, Republic of Ordinary 100
Etd Bublin £, Eire Ireland
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS {Continued)
FOR THE YEAR ENDED 31 MARCH 2018

Subsldlary undertakings held by the Group (continued)

ECO Animal Healih de
Mexico. 5. deR. L. de C. V.

ECO Animal Health de
Argenting 5.4

ECO Animal Heaith
Malaysia Sdn. Bhd

FCO Animal Haalth Indis

Private Ltd

ECO Animat Health Europe
Ltd

Ay Techologico Sur
134-4, Unidad
Hahitacional Moderna,
Queretaro, 76030
Calle 4 £ 43/44 M- 5581
P 6 B La Plata,
Buenos Aires,
Argentina

100 Floar, Manara
Map Seng, Mo 1 & 3,
Jatan P Ramles,
50250 Kuala Lumpur
M -3355, Second
Flaor, Mount Kailash
Building, Meanee
Avenues Road, Ulsoor,
Bangalore, Karnataka
580042

& Northiwrook Road,
Beblin 6, Eire

hWexico

Argentina

Malaysia

[ndia

Republic of
fredand

Ordinary 1600
Ordinary 100
Ordinary 100
Ordinary 100
Ordinary l1s;

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

ECO Animal Haalth Limited

ECO Animal Health Souther Africa {Pty) Limited

Petlove Limied

Zhejiang ECO Biok Animad Health Praducts Limited
Shanghai ECO Bick Veterinary Drug Sale Company Lid.

ECO Anirmal Heaith do Brasil Comercio de Produios Yeterinarios

Lida

ECC Animal Heatth Japan Inc.
ECT Animat Haafth USA Corp.

Interpet LLC

ECQO Animat Health de Mexico, S de R L. de . W,
ECO Animal Heakh de Argentina S.A.

ECO Apimal Health Malaysia Sdn. Bhd

ECO Animal Health india Private Lid

ECO Animal Health Europe Lid

&1

Principal activity

Dristribution of animal drugs
Mon-trading

Non-trading

Manufacture of animal
Distribution of animat drugs

Distribetion of animaf drugs

Distribution of animal drugs
Distribution of animal drugs
Nor-trading
Distribution of animal drugs
Mon-trading
Mon-trading
Men-trading
MNon-trading



ECO ANHMAL HEALTH GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAE STATEMENTS (Continued)
FOR THE YEAR ENDED 31 MARCH 2018

14, Fixed asset investments {continued}

The aggregate amount of capital and reserves and the resuits of these undertakings for the last
relevant financial year were:

Equity Frofit/(foss) Equity Profit/(loss)

for the year for the year

2018 2018 2017 2017

EcofY's EG0d's £000°s £0006's

ECO Animal Heaith Limited 25,555 7850 18,871 16,800

ECO Animal Haalth Southarn Africa (Fty) Limited 258 23 234 18

Zhejiang ECO Biok Antmal Health Products Lid 10,576 4,758 8,857 2,826
ELCO Animat Health do Brasit Comercio de Produtos

Veterinarios Lida. 525 {442] 1,102 {2511

ECT Animal Health Japan [he. 1,081 36 1,106 40

ECO Animal Health de Mexico, S.deR. L. de C. V. &4 {39} (3173 (8)

ECO Anirmal Health USA Corp, 142 132 27 42

ECO Animal Heaith India (Private Lid) - () 1 -

ECO Animal Health Europe Lid . - - -

ECO Animail Health Malaysia Sdn Bhd {143 {3) (11} 43

The equity and results of Shanghai ECO Biok Veterinary Drug Sale Company Lid are included within
those disclosed for Zhejiang ECO Biok Animal Health Products Limited.

All of the subsidiaries listed above were included in the consolidation for the year,

Zhejiang ECO Biok Animat Health Products Limited and ECO Animal Health do Brasit Comercio de
Produtos Veterinarios Ltda both have 31 December year ends. The Group receives management
accounts for the three months to 31 March for these subsidiaries for use in preparing the consofidated
financiat statements.

ECQO Argentina 5.A. which holds neither aszets nor fiabifities and which has not traded since
formation have been excluded from consolidation. Interpet LLC has also been excluded from
consalidation as # holds no assets or liahilities and has ceased trading.

The falfowing trading subsidiares have no reguirement for audi under local legistation;

ECO Animal Health do Brasil Comercio de Produtos Veterinatios Lida.
ECO Animal Health Japan Inc.

ECO Animal Health USA Carp.

ECO Amimal Health de Mexico, 5. de R. L. de . V.

Joint Gperations

The Group atso heolds (by means of its ownership of ECO Animal Health USA Corp.), 5 50% interest
in Pharmgate Animal Health LG, which is resident in the U5 A, Pharmgate Animal Health LLC
distributes the Group's products in the U.B.A

Tha Group also holds a 50% interest in Pharmgate Animnal Health Canada Ing, which disbributes its
products into Canada,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Centinued)
FOR THE YEAR ENDED 31 MARCH 2018

14. Fixed assef investments (continued)
Both Pharmgate Animal Health LLC and Pharmgate Arimal Health Canada inc. have accounting
years which end on 31 December.

The Group's hofdings in each of the jeint operations’ share capital is given in the table helow,

Holding Shares Haolding

Pharmgate Animat Health Canada ing {shares) inlssue Y
Common shares 100 200 50
Class A shares 100 100 100
Class B shares - 100 -

Helding Shares  Haolding

Pharmgate Animal Health USALLC (shares) in lssue Yo
Common shares 100 200 50
Class A shares 100 100 100
Class B shares - 100 -

In each case class A shares carry the tights to dividends payabde out of profits attributable to the
Group. These are made up of profits made by products supplied by the ECO Group plus 50% of any
profit relating o new nroducts developed jointly by the pariners to the joint operation.

The following amounts included in the Group's financial statements are refated to its interest in these
point operations,

Pkarmgate Arimal

Health
Pharmgate LLE Canada Inc

2018 2047 201a 2017

£000's E000's £DD0's £O00G's

Current assels 1,155 935 &16 481
Current liahikities (1,130} (807} 615} {481}
Safes 8,295 8,145 2, 558 2.452
Expanses f1,385) {1,285} {2385} {274}

Associated Company

The Group alss holds (by means of its ownership of ECO Animal Health Japan (ne.} 2 47.62% interest
in EcoPharma.com which is resident in Japan. This campany distributes Anirmal Health products and
other general merchandise within Japan.

ECO Animal Heaith Japan Inc's holding in EcoPharma.com is 10,000,000 shares out of a total of
21,000,000 shares,
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14, Fixed asset investments (continued)
The following amounts included in the Group’s financial statements are related to its interests in this
associated company.

Investrments {share of net assets)

Al Aprit 2097

Share of results for the year
Foretgn exchange movement
At 31 March 2(H8

18, Inventaries

Faw materials and consumables
Finished goods and goods for resale
Wark in progress

The cost of inventories recognised as an expense and included in cost of sales in the period
amounted to £34, 887,000 (2017 £30,8%4,600)

18. Trade and other receivables

Mon-current

Amounts owed by group undertakings

Current

Trade receivables

Amounts owed by group undertakings
Amounts owed by joint operations
Other receivables

Frepsyments and accrued income

2018 2017
£C00's £600°s
88 5E
7 23
{B) 0
88 88
Group Company
2018 2017 2048 2017
£000's EQD0's EGD's £000's
12,5975 14,503 - -
4380 4,493 - -
308 G679 - -
17 6683 19,875 - -
Grotp Company
~0%3 2017 2018 2017
£000's FOG0s £O0)'s ECOO's
- - 48,236 -
Group Company
2018 2017 2018 2017
£600°s EQOD's E0DG's £000's
15,777 14,812 -
- - - 46,043
281 aa0 - -
488 286 186 22
oE7 570 2¥ a7
17,193 16,158 213

46,132
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued}
FOR THE YEAR ENDED 31 MARCH 2018

16. Trade and other receivables (continued)

A at 31 March 2013, trade receivables of £4, 020,000 {2017 £1 936 000) due fo the Group and £nl
{2017 £nil} due to the Company ware past due but not impaired. These relate to long standing
distributors with whom we have agieed settlement terms and with whom there is no history of default
The ageing analysis of these trade receivablas is as follows:

Group Comgpany
2048 2017 20%8 2017
£000's EQQ00’s E000's £D00's
Up {o 3 months past due 3 460 1,548 - -
3 i & months past due 345 382 - -
Ower 5 months past dus 206 5 - -

4 020 1,936 - -

As at 31 March 2018, trade recaivables of £470,00C (2017 £501,000) were impatred and provided
for. The impaired receivables mainly relate to historic debt for which recovery is stifl being sought. The
Group mitigates #s exposure to credit risk by extensive use of commercial credit reference agencies,
ciose management of #is customers' trading against terms offered and use of refertion of titls clauses
whensver possible. The ageing analysis of the impaired balances is as follows:

Group Company
2018 2047 2018 2047
£000°s £000's £000's £000°s
Current debt a6 o - -
Up to 3 months past due 19 3 - -
3 to 6 menths past duse 19 131 - -
COwer 6 months past due 346 330 - -

470 207 - -

Wovement on the Group peovigion for impaimrment of trade receivables s as follows:

Group 2014 2017

£000's EOG0's
Batance at 1 April &0 4583
Provided in the year (net of recoverias) {5} 48
Wititten off in the year {26 -
Balance at 31 March AT0 a0
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18, Tradez and other receivables (continued)
The carrying armounts of trade and other receivabies are denominated in the following currencies:
Group Company
2018 2017 2018 2047

£000°s EC000's £000's E0DD's
Founds Sterfing 805 574 213 45,132
Euros 3,420 3,883 - -
U S BDollars 7.314 7,184 - -
Chiness RMB 3210 1,624 - -
Braziian Real 363 846 - -
Japansse Yean 153 Bd4q - -
Canadian doilars 345 444 - -
Mexican Pesos 1,457 B27 - -
Other currancies 125 135 - -

17,183 16,158 213 45,132

The carrying amounts of {rade and other receivables are not significantly different to their fair values.

17. Defarred tax

Group

Defarred tax assets and Habilities are attributable to the following:

Liabilities Met
20128 2017 2618 2017
£000's ER00's £000's ECOD's
Drug registration expenditure {3,031) {2,785} {3,031} {2,785}
Freshold property {79) {75 {74) {79}
Investmant property 113 (8 {14} {8
Flant and equipment (60} {43y (50 {43}
Tax iosses carried forward 1,888 1,988 1,888 1,888
Amount {payabie} after more than ohe year {1203 {1,027 {1,293} {1,027}
The movement on the deferred tax account can be summarised as follows:
Crug
registration Freehold  Investment Plarst and
expenditure Rroperty propersiy  maZhinery Total
£008's £000's E000's £00n's EQ0D's
At 1 Aprit 3017 {897 (78 {84 {43 (1,027
{Charge) for the year through income
statement {246} - {3} {177 {265)
&t 31 March 2018 {1,143} {¥5 {11} [1=1e)] {1,293
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17, Deferred tax {continued)
The tax losses carried forward are not expected to expire ender current legislation,

Any future dividend received from the Chinese subsidiary Zhefiang ECO Biok Anfmal Health Produsts
Limited wilt be subject to a 5% withholding tax. The deferred tax kability in respect of this has not heen
recognised,

Company 2018 2018 2018 2017 2017 204T
Freehold investment Freghold Invastment
proparty proparty Total property property Total
£000's £00D's E00r's E000's E000"s £600"s
A1 April (73 (8] LTS (B a8 {57}
Charge for the year through
income statement - (3 3 - - -
Mowvarmert in the year through
revaluation resense - - - 10 n 10
At 31 March {73) {11) {80} {FEn {8} (87

A charge of £3,000 {2017 no charge) was recognised in the Company's ihcome statement for the
year. No movement {2017 credit of £10,000) was recognised in the Company's Revaluation Reserve.

18. Cash and cash equivaients

Cash and cash equivatents comprise cash and short-term deposits held by the Group. The carrying
amount of these assets are not significantly differant to their fair vatue.

Group Company
2018 2047 2018 2017
£000's 000 £000"s £000's
Cash and cash sguivatents 21, 261 20,602 4 954 8,684
Met funds per cash flow 21.261 20,802 4 954 8 684
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19, Trade and cther payablas

Group Company
2012 2017 2018 2017
EC00's £000’s £000's £000's
Trade payables B.BGO 11,132 33 115
Other payables 1,374 1,780 178 403
Accruals and deferred income 481 A11 23 8
526

18,715 13,733 234

a0, Borrowings

The Group has the facility to averdraw in specific currencies but no net facifity, The interest rate for all
currency overdrafts is 2,75 per cent over the relevant currency base rate and the bormowings are
secured by hwo debentures held over all assets of the company dated 28 January 1995 and 28
MNovember 2008,

21. Pension and other post-retirement benefit commitments

Defined Conirlbution Pension Scheme

The Group operates definad confribution pension schemes for the benefit of cartain directors and
senior empioyees. The assets of the schemes are held separately from the Group and independently
administered by inslrance companies, The pension cost charge represents contributions payable to
the funds in the year and amounted to £274,000 {2017: £269,000).

Defined Bansfit Pension Schemea

The Group operates a defined benefit scheme in the UK for ex-employess only. A full actuarial
valuation was carried out 5t 6 April 2015 and updated 31 March 2018 by a qualified independent
actuary, The major assumptions used by the actuary wars:

31 March 1 April

2018 2017

Disccunt rate 2.4% 2.8%
Rate of increase in pension payment 2.05% 2.25%
infiation assumption with a madmum of 5% pa 3.05% 3.25%

Mortality rates

No pre-retirement mortality is assumed {2017: pre-retirement mortality was based on the mortality
table known as AMGCOO for males and AFCOQ for females and 70% of the maortality indicated by this
table was taken).

Fost relirement mortality is based on 100% of the SAPS "$2" normal tables, based on the members’
year of birth, improving in Ene with CMI 2017 projections with 2 1.25% tung term trend rate. The
previous year's figures were based on the mortality table known as SZNMA for males and S2NFA for
femalas with reterence to member's years of birth. Allowance was made for the improvement in
morality experienced recently and expected in the fulure by using 100% of the Cil's 2017
improvernent takle, subject fo a minkaum improvement rate of 1.25% for males and 1% for femates,
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2%, Pension and other post-retirement benefit commitments (continuzed)

Defined Contribution Pansicn Scheme

Under these mortality assumptions, the expected future [fetime for a member retiring at age 85 at the
year end wauld be 22.1 years for males (2017, 22.6 years} and 24.1 years for females {2017 243
years). For members reliring in 20 years ime, the expectation of life would be 23 .4 years for mades
{2017: 23.9 years) and 25.6 years for famales (2017; 25.5 years),

The weighted average term of the fiabilities is 10 years (2017, 23 years).

The scheme s exposed fo a number of Fsks including:

1. Interest rate risk: Movements in the discount rate used could affect the present value of the
defined benafit pension obligations.

2. Longevity risk: Changes in the astimated mortality rates of former employees could affect the
present value of the defined banefit pension obligations.

3 Investment risk: Variations in the actuaf return from the scheme’s investments could atfect the
schema's ability to meet its futire pension ohligations.,

Results 2018 2017
E0O0's EOOlt's £090's £000's

Assels at stark of year 2514 2,715
Defined benefit obligation at start of year {2,435 {2,431}
Met (liakilityi/asset at 1 April {121} 284
Expected return on assets 85 85
Interast cost {B8)} {85)

{3) 16
{Loss) on asset return {5} {165}
Experience {loss) - {300}
{Loss) oh changes in assumptions {5) {18}
Statement of other comprehensive income {15} (483}
Employer contributions gross 39 76
Expenses paid by trustees - (8}

39 f:
Neot (liahility) at 31 March 2017 1600 {121}
Actual assets at end of year 2,503 2,314
Actual defined benefit obligation at end of year {2 603) (2,435}

The pension fund assets are alt held within a policy managed by an insurance company,
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2% Fension and other post-retirement benefit commitments {continued)

Reconclliation of changes in the asset value during the year

2018
£Q00's  FOO0's

Fair value of assets at 1 Apnit 2314
Expected retum on assets 65
{Loss) on assel returm 7
Employer contributions {gross) 39
Expenses paid by frustess -
Increasef{Decrease) in sécured pensianers’

vatue due to scheme experience a3
Benefits paid {1}

Fair value of assets at 31 March 2018

4,502

Recanciliation of changes in the liabiiity value during the year

Defined bensfit obligation at 1 April 2,435
intarest cost g8
Experience loss on liabilties -
Lags on changes in assumptions 8
tncreased{Decrease) in sectired pensionars'

value due to scheme expetence a3
Benefits paid {1}

Defined benefit ohligatlon at 31 March 2018

2,803

2017

EDOO's

2,715
95
{165)
76
(8)

(247}
152

2431
a5
300
18

(247}
152

£000's

2,314

2435

The expected contribudion ko be paid by the employer during the next accounting year is £58,000.

Year ended 31 March 20128

£000's
Fair value of plan assets 2,503
Present value of defined bensfit obligation 2,603
{DeficitSurptus in plan {10

Experience {losseslgains on plan liakikities -

70

2017
£000's

2,314
2,435
{121}
{300}

2018
£000's

2,715
2431
284
13

2015
EDOG's

2985
2,782
203

2

2014
£000's

2,680
2478
202
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21. Pension and other post-retirement benefit commitments {continued)
Defined benefit obligation ~ sensitivity analysis

The following amounts are the effect (on the defined benefit obligation) of reasaonably possitle
changes to the key actuaral assumptions, as required by 1AS 18,

Reascnably {Decrease)fincrease in Defined Benefit
Actuarial assumption Possihle Change Chligation
2018 £000's AT ECOU's
Discount rate {+/- 1%} {27} a2 {25} a0
Members' life expectancy {+- 1year) 7 {7} 7 (73

The company has given a floating charge dated 1 December 2006 aver all of its assets to the trustees
of the pension fund fo secure all present and future obligaticns and Babilities to the pension fund.

22, Share-based payments
The measurement requirements of IFRS2 have been implemented in respect of share options thal
were granted after 7 November 2002, The expense recognised for share-based payments made

during the year is shown in the following table:;

2018 2017
E000's  EO0DO's

Total expense arising from equity setfled share-based transactions 778 678

The share-hased payment plans are described below:

Movaments in issued share options and jointly owned shares during the year
The foliowing table illustrates the number and weighted average exearcise prices (WAEP} of and
movements in, share options and jointly owned shares during the peried:

Jalntly owned JOitly owned

Cptions shares Cptions shares

20t 2018 2018 2018 2017 2017 2017 2017
0De's WAEP 0G0's WAEP  000's WAEP 000's WAEFP

£ 2 £
Cutstanding at 1 Agril 5593 296 - - 5694  2.41 552
Granted during the period 3685 820 - - 1,272 435 -
Expired/cancellad during the period - - - - (A4y 237 -
Exercised during the period (402) 177 - - {1,332y 194 {552}
Outstanding at 21 March 5,556 328 - - 5593 206 -
Exercizable at 31 March 910 1.97 - - 474 1,84 -

£

2.05

205

The average share price during the year was 587 34p (2017 456.85p).
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232, Share-based payments (continued)

The maxiraum aggregate nuimber of shares over which options may currently be granted cannat
exceed 10 par cent of the nominal share capital of the Company on the grant date. The options
outstanding at 31 March 2018 had a weighted average share price of £3.26 {2017 £2.96) and a
weighted average contractual life of 4.8 years (2017; 5.5 years).

ECO Animat Health Group pic Executive Share Option Scheme

In accardance with the Executive Share Option Scheme, approved and unapproved share options are
granted to directors and employess who devote at least 25 hours per week to the performance of
duties or employment with the Company.

Details of options granted to directors can be found in the Directors Report and notes 22 {Directors
Emoluments} and 31 {Related Party Transactions),

The exercise price of the options is equal to the market price of the shares at the date of grant. The
options vest three years from the date of grant and if the option holder ceases to be a director or
empioyee of the Company due to injury, disabiiity, redundancy or retirement on reaching pensionable
age or any other age at which they are bound to relire at in accordance with the terms of thair contract
of eraployment, the option may be exercised within a period of six months after the option holders so
ceasing, aithough the Board may, at its discretion, extend this peried by up 1o 35 months after the
date of cessation.

If the option holder ceases employment for any other reason, the option may not be exercised unless
the Board permits. The approved and unapproved options will be forfeited where they remain
unexercised at the end of their respective contractual lives of ten and seven years,

An analysis of the expiry dates of the outstanding options is given below:
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22, Share-based payments (continued)

Exercise

Date of grant Unapproved Approved price {pence} Expiry date
06 August 2009 12,000 13300 96 August 2018
11 Cotober 2011 11,000 186.50 11 Qctober 2021
11 Cctaber 2011 75,004 188.50 1t October 2018
09 Juby 2012 160,000 222 50 049 July 2018
09 Cetnber 2013 27,340 196.00 08 Octaber 2023
08 October 2013 55 680 19600 09 Qctober 2020
21 Algust 2014 40,000 161.50 07 August 2024
21 August 2014 45 140 161.50 87 August 2021
T3 February 2015 97,950 200.50 13 February 2025
13 February 2015 448 G20 200.50 13 February 2022
18 Aprif 2015 4 300 239.00 16 Aprd 2025
16 Aprit 2015 41,0010 23300 18 Aprd 2022
26 August 2015 135 860 26500 28 August 2025
28 August 2015 1,880,330 265.00 26 August 20:22
18 December 2015 T, 000 312 580 18 December 2022
18 January 2016 10,200 315.00 18 January 2026
18 January 2016 382 800 315.00 18 January 2023
17 February 2018 24 600 34250 17 February 2026
17 February 2016 400 312.80 17 February 2023
01 March 2018 8,800 312.50 31 March 2D26
01 March 2016 40,400 392 80 &1 March 2023
12 September 2016 26,850 432 50 12 September 2026
12 September 2016 445 0340 432.50 12 September 2023
15 Septermber 2016 12,750 435.00 15 Sepiember 2028
15 September 2016 PHE 250 435.00 15 September 2023
11 Qctober 2016 &,000 492 50 11 Qctober 2026
11 October 2016 4 000 492.50 11 October 2023
21 September 2017 o6 U115 820.00 21 September 2027
21 September 2017 308 888 G620.00 21 Septambar 2024

EI:EEI: E 1 EE

ECO Animal Health Group plc Joint Share Qwnership Plan

The shares are awarded at the market price an the day of the award and are held jointly by the
emploves concemed and the ECO Animal Heailth Group ple Employee Benefit Trust. After a three
veat vesting period, the shares may be sold at the option of the employee. The proceeds of sale are
split betwesn the trust and the employee so that the Trust receives the originat market value of the
shares plus a 5.9% per annum carry charge, with the employee receiving any excess over this
amount.
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22, Share-based payments {continued)

Because these are actual issued shares in the company rather than options there is no expiry date
associated with jointly owned shares. However, they will normatly be forfait f the employes ceases to
be an employee of the company for any reason other than death, injury, redundancy, retirement on or
atter nanmal retirement age or disposal by the Group of the employing business entity.

The market price of the shares at 31 March 2018 was 531.0p with a range in the year of 500.0p to
880.0p.

No shares are currently held under the terms of the Jaint Share Ownership plan.

inputs to the Valuation Model {for opticns and jointly owned shares)

The fair value of share options granted prior to 31 March 2007 were estimated at the time of grant
using trinomiat pricing model, taking into aceount alf the terms and conditions upon which the options
were granted. For optiens issuad after 1 Aprif 2007, the directors took the decision that a Black-
Scholes moda! would be more appropriate.

The foltowing table lists the inputs to the Black-Scholes model which appliss to both options ard
faindy owned shares.
2018 2017 2016 2045 2014

Wesating period (years) 3 3 3 3 3
Option expiry (years) 710ys T-10yrs 7-10yrs V-10y1s  7-t10yrs
Dividends expected on tha shares 1.10% 1.50% 1e0% 2.0-23% 1.4-1.89%
Risk free rate {avarage) 1.00% 1.00% 1.00% 1.00% 0.5-1.2%
Yatatility of share price 20% 2% 20% 15% 20%
Weighted average fair value (pence) 98,8 61.4 43.0 19.2 291

The risk-free rate has been based on the vield from UK Government treasury coupons. The wolatility
of the share price was estimated based on standard deviation cafcutations on the historic share price.

The fair value of the part interest in the jointly owned shares was calculated using a Black-Scholes
model with the same assumptions as those used for the options issued during the same YE&r.
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23. Share capltal

208 2017
£000°s £600's
Avzthorised
88,100,080 Crdinary shares of 5p each 3405 3405
10,790 Deferred ordinary shares of 10p each 1 1
32 324 Converible preference shares of £1 each 32 32
3,438 _ 3,438
Alotted, called up and fully paid
85,824,816 (2017, 65422 708) Crdinary shares of &p each 3201 3271

During the year 402,110 shares were issued at a premium of £683 000 as a result of the exercise of

options by employess. (2017: 1,332,280 shares at a premium of £2,518,000).

24, Mon-controiling (minority) interests
2018 20158 2047
£000°s £000's £000's
Batanca at 1 April 4,342
Share of subsidiary's profit for the year 2,332 1,434
Share of foreign exchange gain/{loss) on net
tnvestment {100} 283
2,232
Share of dividend paid by subsidiary (1,389}
Balance at 31 March B 186
-8 Treasury share reserve
2018
EDO0's

Balance at 1 Aprif -
Repaid on disposal of jointly owned shares -
Balance writien off o income staterment -

20%7
E0O00's

danz

1,727
287

4342

2017
£000's

1,144
1,134
10

Balance at 31 March T
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P APV Wil —
26, Cther reserves

Reserve

Capital for share-

redemption prased
Group and Company reserve paymenis Total
EDD0's £000's £000's
At 3% March 2018 106 1,922 2,028
Share-based payments - G678 678
Transfer o refained sarnings on expiry of options - {257) £257)
ALt April 2017 108 2,343 2,448
Share-based payments - Nl 7ra
Transfer to retained earnings on expiry of options - (404} {404}
Af 31 March 2018 106 2,717 2823

The anly material other reserve remaining at the year end is the reserve for share-based payments
which records the total amount which has been charged to the Group's results in respect of unexpired

share-based payment arrangements.

tncludad in the Group's retained earnings are the following exchange movements which have been
taken directly to reserves on consolidation of the subsidiaries and joint aperation listed below:

At T April  Movement At 31 March
201¥  inthe year 2018
£0O0's £000's EGOD's
In respect of
Zhefiang ECO Biok Animal Mealth Products Lirited 8449 (T04) 845
ECO Animal Haalth do Brasil Comercio de Produtos
Yeterinarios Lida {196) {134) (330)
ECO Animal Health Japan Inc. Bg {81} {23}
ECO Animal Health USA Corp, (15 {73 {25}
ECC Animal Health de Mexico, 5. de R.L. de C. v, {44} 58 14
ECO Anhmal Health Southern Africa {pty) Lid. - - -
Pharmgate LLC 5] {3 3
Pharmgate Canada LEC - - -
Foreign suerency differences attributable to owner credited
directly to reserves. 755 (271} 484
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i S
27, Financial commitments
At 31 March 2018 the Group had minimum commitments under non-canceltable operating leases as
follows:
Land ang Buildings Dther
2018 2017 2018 2017
£000's £000's £000's EGO0's
Expiry date:
Within one year 452 484 B8 73
Betwean the secord and fifth vear g2a 936 113 105
I over five years 2,083 2,285 - -
3,461 3,760 181 177
fdinimum expectad sublease rental receipts:
Within one year “ 53 - -
- 53 . -
2B. Capital commitments
The Group had no authorised capital commitments as at 31 March 2018 {2017 Nil).
29, Directors’ emoluments
2018 2017
EOCD's £000's
Emoluments for qualifying services t.310 846
Company pension contributions fo money purchase schames 15 22
Share-based paymenis 425 385
Benefits in kind 14 26
1,278

1767

During the vear the direciors exercised 75,000 (2017 706,060) share options realising a gain of

£358.875 (2017 £1,827 000}

The highest paid director received £800,000 {2017 £578,000) including £196,000 {2017 £174,000) of

share-based payments and £18,000 (2017 £10,000} of pansion contributions,
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30, Employees

Mumber of employees

The average number of employees (including directors} during the year was:

2048 2047
Mumber Number

Birectors 7 7
Fraduction and development 73 85
Admintstration 45 41
Sales 82 88

207 201

Employment costs (including amounts capitalised)

2018 2my

£0GD's £000's

Wages and sataries 9,971 8,171
Share-based paymemnts 778 G678
Social security costs 7RG 749
Other pensgion costs 286 281

11,821 10,879
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3t Relzted party fransactions

During the yvear F Lawrence and his family recelved dividends to the value of £562,000 {2017
£806 0001, At the year end ECO Animal Health Group plc owed P A Lawrence and members of his
famnily £nil {2017 £229,000). Mr Lawrence's loan accourd was closed during the year.

The other directors and thelr families received dividends io the value of £1,000 {2017: £3,000},

During the year, the Group provided management services to Anpario ple, & company in which P A
Lawrence is a Director and holds share options, Fees of £40,000 (2017: £40,000) were charged.

Buring the year, the Group provided the senvices of two employess to Emmefle Construction Limited,
a company inwhich P A Lawrence is a Director and shareholder. ECO Animat Health Group pic’s
cosks of £44 000 (2017, £43,000) were fully recharged to Emmelle Construction Limited during the
yedr.

Interest and management charges from Parent to the other Group companies

During the year the Compary made managament charges on an arm’s length basis to ECO Animal
Haalth Limited amounting to £374, 000 (2017 £253 000} and charged interast of £900,000 {2017
£4a00.000} fo the Company. Bokh of these charges ware made through the inter-company account and
were eliminated on consolidatian.

Dwring the year Zhejiang ECC Biok Anirmal Health Products Limited pafd dividends of £111,000 to
ECQ Animal Health Group pls (2017 £45,004) and £1,335,080 to ECO Animal Health Limited {2017:
£566,000).

During the year ECO Animal Health Group ple received no dividend from ECO Animal Haalth Limited.
(2017 £5,000,000).

Inter Company Guarantee

ECC Animal Haalth Group ple and ECO Animat Health Limited have each given a guarantee dated 28
January 1825 to the company's bankers in respect of the forsign currency overdraft facility which has
been extended ta them jointly.

Key management compensation
The Group regards the board of directors as its key management.

2018 2017
EDOO's  ECO0's

Salaries and short term benefits 1,324 B72
Retirerment banefits 15 22
Share-based payments 425 385

1,764 1,278

The number of ditectars for which retirement benefits are aceruing is 3 (2017: 4}

3z Finangial instruments

The Group uses financial instruments comprising borrowings, cash and fiquid resources and various
iterns, such as trade receivables, trade payables etc. that arise directly from its operations. The man
purpose of these financial instruments i to raise finance for the Group's operations. The directors are
responsible for the overall rigk management.
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22, Financtal instruments {continued)
The main risks arising from the Group’s use of financial instruments are capital and liquidity risk, cradit

risk and foreign currency risks and they are summarised below, The policies have remained
unchanged throughout the year.

Capital and liquidity risk

The Group manages its capital to ensure continuity as a going concern whilst maximising returns
through the optimisation of debt and equity. As part of this, the Board considers the cost and risk
associated with each class of capital. The capital structure of the Group consists of cash and cash
equivalents in note 18 and equity attributable to equity holders of the parent comprising issued capital,
reserves and retained eamings as disclosed in the Group's statement of changes in equity.

Liguidity risk is managed by maintaining adequale reserves and banking facilities with continuous
monitaring of the iatest developments by management.

At 31 March 2018 the Group was contractually obliged to make repayments as detailed below:

2018 20%7
Within one year or on demand EQO0's  EOOO's
Tracke payables 8,560 11,132
8,860 14,132

Credit rigk Is that of financial loss as a result of default by a counterparty on its contractuat obligations.
The Group's exposure to credit risk arises principally in relation to tade receivables from customers
and on short term bank deposits. Customers’ creditworthiness is wherever possible checked agairst
independent rating databases and fiing authorities or otherwise assessad on the basis of trade
knowledge and experience. Exposure and customer credit Emits are continually monitored both on
specific debts and overall,

The credit risk in relation to short term bank depesits and derivatives is limited because the
counterparties are banks with good cradit ratings.

The Group operates in certain geographical areas which are from fime to time subject to restrictions in
the free movement of funds. The Board seeks to minimise the Group's exposure to these markets but
the nature of our business makes it impossible to eliminate this exposure completely.

Currency risk

The Group operates in overseas markets particularly through its subsidiaries in China, Brazil, Mexico,
the USA and Japan and its Joint operation in Canada and is subject to currency exposure on
transactions undertaken during the year. The Group does some simple economic hedging of
receivables when the Board feels i is appropriate to do so and foreign exchange differences on
retranslation of foreign monetary items are taken to the income statement.
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az Financial instruments [continued)

The table beiow shows the extent to which the Group companies have monetary assets and Hahilities

in currencies other than in Sterding:

Foreign currency of Group aperations
Chinese Japanese PBrazifian Canadlan

2018 US Dollar Euros Rand RMB Yon Raal Dollar
Sterling equivalent {000 s} 8025 4153 173 7659 448 723 1,606
2017

Sterling equivalent {000Fs) 5194 5234 134 1,664 729 1,105 7o

At 31 March 2018 the Group was mainly exposed to the Dollar, Eurg, the Chinese RME, the

Mexican
Peso Qther
1,631 (14)
728 {5}

Japanese Yen, the Brazilian Real, the Canadian Dollar and the Mexican Pesc. The following table
details the effect of a 10 per cent movemeant in the exchange rate of thase cumrencies against sterfing
when applied to outstanding monetary items denominated in foreign currency as at 37 Rarch 2018, A
positive number indicates the decrease in profit which would arise from a 10 per cent weakening of

the foretign currancy concernead,

2018

£000's

! & Dotllar 730
Eurg 78
Chineze RMB 506
Japanase Yen 41
Brazilian Real o8
{Canadian Dallar 137
Meaxican Paso 138

a1

2017
EDOO"s

473
476
142
56
100
72
3]



ECO ANIMAL HEALTH GROUP PLC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

FGR THE YEAR ENDED 31 MARCH 2018

PP aki I PPV
3z. Financial instruments {Continued)
Analysis of financiat instruments by category
Group
Loans and
receivables Totai
2018 £0003's £000's
Investments a5 G
Trade and other receivables {excluding prepaymants) 16,626 18,626
Cash and cash equivalents 21,261 21,261
Loans and
2017 receivables Totai
£000's £000G's
fnvestments a7 a7
Trade and other receivables {excluding prepayments) 15,588 15,588
Cash and cash equivatents 20,602 20,602
Company
Loans and
recelvables Total
2018 EO0)’s £000°s
Trade and ather receivables (excluding prepayments) 186 186
Cash and cash equivalents 4 8955 4,850
Loans and
2017 receivabies Total
E000's E0O0's
Trade and other receivables {exchuding prepayments) 45,085 46 065
Cash and cash equivalents 8,684 & 684

All financial liabilities in the Group's and Company’s statements of financiat position are classified as

heid at amortised cost for both the current and previous year,

33 Post balance sheat event

The Company paid a dividend of £ 2,106,000 on 12 April 20148,

The Company issued 261,300 new shares For total proceeds of £523,000 on the 4" ang 110 Apri

218 as 4 result of the exercise of employse options.
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