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2022 at a glance

About us

We are aworld leader

in the development of
digital inkjet technology.
We design and manufacture
printheads which we

sell globally to Original
Equipment Manufacturers
[OEMs) and User Developer
Integrators (UDIs).

Sustainability at the heart of our business

Our technology drives the conversion

of analogue printing and manufacturing
methaods to digital inkjet, which is more
efficient, more economical and more
productive than the traditional methods
it replaces.

In addition lo printheads (Xaar|, we develop print systems lor
product decoration (EPS) which use our inkjel lechnology, as well
as (luid management systems {Megnajel| which are cgbusl, celiable,
easy lo integrate, We alse produce high performance digilal imaging
technology [FFEI] for wo main applications - inkjet printing and
digital pathology.

We put innovalion and collaboralion al the core of our global
parinerships, helping our cuslerners lo unleash Lhe irue power
of pur lechnologies and epen up a world ol opportunilies lor Lheir
business, loday and into the luture.

We are investing for sustainability and (ong-term growth

Environment

Leading the way in environmental
sustainabilily for the industrial inkjet
lechnology sector

People

Be employer of choice by putting our
people, their polenlial and wellbeing
al lhe hearl of all we do.

Innovation Community
Encouraging more sustainable Actively engaging with our
approaches to design, manulacture, communilies lo provide praclical.

technology and callaboralion across elfective, lasting supporl 1hat
Ihe whole product lifecycle benelils society,
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Financial hightights

Our performance

£72.8m

Prenthead 54%
Product Print Syslems 27%
Digital Imaging 16%
Ink Supply Systems 3%

Revenue - continuing operations

£72.8m

2022 £72.8m
20 £59.3m

Achieved through both strong organic
growth and new acquisilions

Gross margin - continving operations

39%

2022 3%
2021 34%

Increased from 34% ip 2021,
benefiting from operationat leverage
in the business

R&D spend
2022 €£6.7m
2021 £5.7m

By continuing operations of £6.7
million, up £1.0 million on 2021 with
investmenl locused on the ImagineX
platiorm and product roadmap

Net cash loutflow)/inflow

(£16.5m)

2022 1£16.5m)

2021 €5.0m
Current year includes £5.3 million
outflows for business acquisitions and
2021 benefited from £9.3 million of
inflows #rom the sale of subsidiaries.

Refer cash flow statement on
page 120

Cash & Treasury Deposits

£8.5m

2022 £8.5m
2041 £25.1m

Strong closing batance sheel with
net cash including benefit of invoice
discounting facility of £0.4 million
(2021: nit]
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Reshaping R&D

The acquisilion ol Megnajet (2022) and
FFEI 12021] presenied an opporiunity 1o
review our inkjel R&D capabilities across
the Group, With a rich new product and
technalogy readmanp, ensuring that our
inkjet Group R&D operales at high output
in an efficient and innovative manner is key.
The consequent reshaping has delivered a
new Group R&D struciure of Technology.
Print Head and Print Systems. R&D within
the FFEI Life Science business unil remains
imparlanl lo us, as does the R&D team
within the EPS business unit.

By enabling the sharing
of R&D best practice

and technologies across
the Group, our team

will continue ta develop
best-in-class printheads
and systems to meet our
custormmers' needs for
today and tomorrow.

Focused investment in the business

We have invested in our senior leadership
team to strengthen our capabilities and drive
strategy in Operations, HR and R&D and the
team has a proactive focus on delivering on
our profit goats which drives decisian making
across the Group,

During Lhe year we invested £10.0 million

in inventory for the Printhead business to
successiully secure malerials to meel 2022
praduclion requirements and o increase our
holding of finished goods. This enabled us te
deliver on customer dermands throughout 2022
and also into 2023. We believe we are winning
business through a competilive advaniage of
offering shorter lead times than our competition.
We have taken further proactive actions to adapt
product designs lo accommadate alternative
companents, increasing our resilience to supply
chain consgtrainls.

We have continued to aclively manage cosls
and lzke appropriale aclion in response to
the significant cosl inflation that is prevatent
globally. Qur etectricily unil costs are fixed
into H2 2023 and we have invested in raw
materials to lurther mitigate against rising
costs. Where possible we have passed cost
increases on Lo our customers through
increased sates prices,

Substantial time has been spent planning
for the upgrade of our Huntingdon facility
which started in January 2023, now reopened
and involves a sigaificant modernisation of
bur manutatturing capabilities. Benetits

will be much improved efficiency, yields and
reduced product costs in the longer term.

The inveslment in working capital we have
made ensured we are able 1o meel fully all
customer demands whilst the factory was

clased lor the work to be carried out.

With the launch of our Sustainability Roadmap
in March, Xaar has commilled (o achieving
some key sustainabitily goals which will
delecrmine the focus of aur investment in

lhe business over Llhe coming years The
Roadmap was covered in the 202 Aanual
Report and Accounls, and ¢an be found here:

ESG
Xaar pl¢ Annual Report
and Accounts 2021

With one pillar of our Roadmap centred on
‘Community’. we announced our charily
parinership with Break in e UK and
Manchesler Machines in the US. See ESG
update on pages 3010 41. To drive the
fundraising for our chosen charities, we put
in place a cross functional team of charity
champions who have volunleered to create
and drive our lundraising aclivities, working
in close partnership with charities. To date,
in the last nine manths the UK business has
raised almost £11,539. The Company will
malch the funds raised by Xaar UK employees.
In the US, Xaar company EPS has donated
$2.500 to & 4-H club that compelesin a
robotics competition. We provide addilional
support such as engineering. project reviews
and internships lor older students. EPS alse
recenlly starled donaling foed {o Lhe local
communily food cupboard.

Xaar pic - Annual Report and Financial Statements 2022
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The Printhead business made good progress
both commercially and operalionally during
the year despile Lhe ongong impacl of
COVID-19 relaled reslirictions in China. Whilst
sales volumes have grown in the USA and
rernained slable in EMEA, they declined
significantly in Asia. The Printhead business
has nevertheless performed well and
responded \o these difficulties in a proactive
and controlled manner.

As | discussed in my reporl {asl year,
foltewing challenges in markei dernand and
performance, a new management leam was
appoinled in EPS. This has led to a recovery
in performance during 2022 wilh a strong
order book profile and excellent resufls.
Revenue grew 41% (24% in local currency
USQ). gross margin is back at pre-pandemic
levels and a full year profit delivered.

We are pleased wilh the progress made al FFE)
and Megnajet. Having only joined the Group

in July 2021 and March 2022 respectively,

the integration of each business has been
completed, and performance is in line with gur
expeclations,

Cash ol £8.5 million and a robusl balance sheel
provide a plaiform lor furlher invesiment,

This is after investment in working capital
movements of £12.2 million as we managed
supply chain constraints and ensured
continued custemer supply throughoul the
factory shutdown in Q1 2023.

The Board has not declared a dividend in 2022.
We continue to belteve thal prioritising cash for
invesimenl in Lhe business will deliver more
compelling returns lor shareholders in Lhe
medium lerm.

Committed to sustainability

We have made signilicant progress on ESG

and Lhe Group's Sustanabilily Readmap. The
Board remains commilled to the business being
carbon net zero by 2030. The Sustainability
Roadmap demonstrates clear industry
leadership and establishes a tirm pathway tor

a more sustainable tulure. Decarbonisation
remains a key objective and we have slarled
work on Scope 3 and TCFO Climale Modelling
for zll Xaar Graup siles which will be completed
by earty 2023.

We are passionate about delivering solutions
and products for our customers that are
cleaner and healthier. Qur products are

well placed to deliver sigaificant benefits
environmentally for our custemears through
grealer efficiency in power consumplion and
reduclion in waler usage.

The continued rebuilding and strengthening across all areas
of the business has generated a strong platform for reliable
business performance.

Andrew Herbert
Chairman

We also seek o have a wider positive impacl
an society by understanding and prioritising
employee needs, doing business responsibly,
and reaching out ta gur local communities. The
majority of our sites in the UK have moved to
100% renewable energy. We aim to switch alt
eontracis in the UK to renewable glectricily by
the end of 2023. All printhead produtt packaging
is fulty recyclable. Our Apprentice Programme
is well developed across the business, and we
continue to support activilies promoting STEM
{Science. Technology, Engineering and Maths)
subjects amongst young peaple as well as
saveral sponsorship programmes supporting
young universily students and induslry
placements.

Driven by our people

The Board is delighted with the progress

made by !he Group this year, in Lthe conlexl

ol avolatile external environmenl lor balh
businesses and individuals. | would like to thank
all our employees who have worked tirelessly

lo innovale, deliver for our cuslomers, and
inspire and support each other with passion
and inlegrity. Xaar is a great company, and { am
excited about what we can achieve in the future.

Outlook

With strong foundations in place as 2 result
of the progress in our strategy over the last
Lhree years, the Board is oplimistic about the
opporlunilies Ihal lie ahead for the Group ang
for all our stakeholders including employees,
cuslomers, and shareholders.

Andrew Herbert
Chairman
27 March 2023
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Our strategy is to sell more printheads

For this to occur we need to extend our range of products to access all digital print markets,
as well as make it easier for customers to use our printheads by supplying the supporting
systems components. To drive this we need to ensure that our customers understand what

Xaar has to offer and why it is the right choice for them.

The business model delivers
a clear value proposition

Our clear business model:
sell more printheads

To sell rore printheads.
we needed 1o extend our
range of praducts lo
access all digital print
markets

All underpinned by a very clear value proposition
for each market

in parallel, we need
1o make it easier lor
cuslomers Lo use our
printheads by supplying
the supporling syslems
componhents

Xaar plc - Annual Report and Financial Staterments 2022

Strategic Report 07
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We create value for all our stakeholders

Customers

QOEMs, User Oeveloper Integralors

and end users are ahle {0 innovate in
their manulacturing methods and their
progducts as well as benelit Irom a shorler
distribution chain; they can 1ake producls
lo market more quickly, implernent

more precise and efficient processes,
easily produce short batches, improve
productivity, reduce waste and deliver
more creativity.

Shareholders

A key goal al Xaar 1s lo maximise the
lang-lerm growth in valve delivered to
shareholders via suslained, consistent
qrawlh in earnings per share. This is
delivered through continued investment
in R&D and producing a pipeline of new
products which deliver a sustained return
on capital employed.

Our employees

0ur success depends on Lhe skills.
capabilily and engagement of our people.
We wanl to creale an environment where
everyone can come to work and share our
values and passion tor develaping and
manufacturing world leading technology.

We are building a culture where our
employees are passionate aboul whal
they do, and where integrity, mnovation,
crealivily and callaboration are a

way ol life. To foster this, we have a
cross-funclional project leam which is
cammitted to embedding our values
throughou! the whole Group, looking
al ways to hightight our EPIICC values
awards and driving the Company-wide
acknowledgement of Lhe nominaled
employees. During 2022 we had 572
nominations acress Lhe Group for our
values awards

To build up team collaboration and
provide an opportunily for employees
to sacialise away trom their desks, we
regqularly provide a coffee van or lunch.
ln addition, we have continued with
larums where employees have the
apporlunity Lo meel and chal with all
our Nen-Execulive Direclors along wilh
lhe Exec Xchange where our employees
get Lo meet members of Lhe senior
management learn in smaller groups
o ask questiens and exchange ideas.

Wwe like to build long-term relationships
wilh all our employees by helping

them grow and develop and by making
Xaar businesses inleresling piaces lo
work as well as greal companies Lo be
involved wilh. Inlernal promolians are
an imporlant part of this, and in 2022 we
promoted over 32 people.

Environment

Digitat print melhods are inherenlly more
envirgnmenlally friendly than the analogue
techmques we seek lo replace. Our
research shows Lhat, compared lo analogue
alternatives, digital has a huge impact in
reducing energy consumption by up lo
35%I, water consumption Iby up te 60%)
and CO, emissions (by up to 95%, but also
in reducing pollution and waste materials.
Xaar is commtted to reducing its impact

©n the envirpnment wherever possible.

Qur aclualor technology consumes less
energy than compelitor allernalives and our
induslrial printheads can remain in use for
many years. In addilion, we use a conlinuous
improvernent methodology and we have
adopted a manulfacturing ethos of reduce,
reuse and recycle’. Environmenial best
practice and cur invesiment in sustainable
manulacturing and operational efficiencies
remain key areas of business focus.

Our Suslainabilily Roadmap, launched in

our 2021 Annual Report, continues 1o drive
and shape all business decisions via lhe
ESG Commiillee. The Roadmap has lour key
pillars - Environmenial, People, Innovation
and Community: its purpese is 10 drive our
ESG goals beyond the energy reduction
scope lo a Group-wide aclivily. We conlinue
our focus on moving to solar energy. One
more of gur buildings in Huntingdon will

be switched over lo green energy in

January HY 2023, and our Megnajet tacitity
in Northamptonshire will move over to green
energy in Seplember 2023 once the current
coniraci expires. Whilst we have more work
lo do. aver 99% of our UK consumptlion is
already green. We compleled the inslallation
of our planned EV infraslructure, with len
new 22 kW chargers instatled across the

Huntingdon and Waterbeach facilities, joining

the 27 kW chargers thal were already in
place al FFEL We are planning lo underiake
a major energy reduction project through
January and February 2023 leading to an
expected 40% reduction in electrical energy
consumed in the Huntingdon manufacturing
facilily from the end of Q1 2023. This
includes Whe installation of LED lighling,
Planning lor solar inslaltation conlinues lor
the Hunlingden faclory and our goal is for

installalion lo starl end of 03 2023, assuming

successful contractual discussions.

Digital printing compared
to analogue reduces
consumption by up to:

€O, ernissions
Energy consumption
Water consumption

60%

Source: Xaar.

Xaar plc - Annual Report and Financiat Statements 2022
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Marketptace

Xaar's digital inkjet technologies are transforming print
processes in a wide range of markets.

Industrial markets

Ceramit Tite Petoration

The majonity of the tile decoralion markel uses
digilal inkjel lechnology because, compared to
traditional analogue lechnigues. il is superior
in lerms of image qualily and is lower in

cost. In addilion, it offers Ihe advantages of
Mlexibility, inventory reduction and larger tile size
capabilily. This is a mature market for Xaar with
streng cormpetition However, with an average
useful Lle of live to six years, several hundred
new ceramics prinders are required each year
for the foresecable tuture. Xaar's unrivalled

720 dpi print resolution is starting to atlract the
attentian of tite manuiacturess looking lo print
targe slabs for kitchenware |such as table tops).

Decorative Laminates

Realishic woed finishes or creative design are
the key features which seil the board/ plank/
tinished itern, The digital quatity that can be
produced with Xaar printheads malches the
qualily produced by the analogue process,
thereby ottering the opportunity for more
economic shork Fun work to be undertiaken
whilsl reducing inventaries and impraving
time-lo-market.

Functional Fluid Deposition

Xaar's focus on funclional Huid is to promoie
our inkjet technology, which offers an
unrivalled method of non-conlact, Huid
deposition with incredible precision, control
and speed. Typically applications are
challenging, pushing our technelegy lo and
beyond known limils in markels such as
Flat Panel Display. Semicenductors,

Prinled Eleclranics and Oplics.

3D Printing

30 Printing is a manufacturing methodology
that encompasses a range of processes and
applications, with 2 common theme of building
parls up, usually layer-upon-layer. This addilive
approach ultimately enables manufaciurers

to eliminate the need for tooling. There are
significant advanlages, including superior
geometric [reedom. giving designers much
more capabilily, and a subslantial reduction

in lead ime for products. in addition 3D
Prinling provides the facility to talor unique
products to consumers, enable de-cenlralised
manulacturing and shrink spare part sterage.

Glass Printing

Archileclusal glass s increasingly used

Lo complement ceramic liles in modern
commercial design, and is starling 1o be used
n residential projects also, Functional glass,
such as car windscreens or gtass tops used
ininduction hob coekers, is predominantly
printed using analogue screen techniques,
bul is Increasingly moving to digitat to provide
production flexibility and inventory reduction.
This is an emerging sector for gigital inkjet
and the Xaar 2002 is the leading printhead for
this market due to \ethnelegy advanlages.
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Packaging markets

Coding & Marking

Coding & Marking is an application which
relates to printing product identification codes
such as batch numbers, use by dates and
barcodes. Xaar's technology is used to print
barcades and loges on outer case/secondary
packaging of consumer goods. This is an
eslablished and slable business, and competes
with allernalive technologies including print
and apply, and thermal inkjet.

Lalrels

Labels are used for many difterent applications,
including product identilication, name tags,
warning and hazard identification, promotions
and as decals fer product decoration. There

is a large range of substrales and inks in

Ihis application which adds comptexily lo the
conversion process. Xaar excels in bwo zreas
of label prinling: colours linctuding white] and
varnish based hinishing ellects using Xaar's
High Laydewn Technology.

Direct-to-Shape

Direct-to-Shape is the application where botlles
and conlainers have Lhe image printed directly
onlto their surface withoul the need lor 3 label.
The solulien is aimed al reducing unil cosls
versus the apptication of a tabel. This approach
can also be used as parl of the identily of a
brand, and provides dillerenbation versus
other producis thal use paper or plastic labels.
Xaar pnintheads are the best at prinling in a
vertical mode [a frequenl requirement for
these applications), thanks to TF Technology.

Packaging

The Packaging markel is a broad sector
covering llexible packaging, boltles, pouches,
sachels, food packaging and more, Mosl
packaging is prinied using conventional
analogue methods, but digital inkjet has

the potential lo revolutionise this part of the
manufacturing process. Xaar printheads ftor the
packaging industry facilitate cost-effective print
rung and rapid production turnaround in what
is a fast-moving industry. In addition, Xaar's
unigue Ultra High Viscosity Technology helps
customers lo print bright bold colours,
ullra-thin layers [or more flexibility, and

a wider range of [luids and lexlures.

Xaar plc ~ Annual Repart and Financial Statemeants 2022

Other markets

Product Printing

Producl Printing covers printing anlta all kinds
of industrial objects, including consumer

and promglionalitems, packaging. medical,
automotive, apparel. appliances. sports
equipment and toys. Xaar's printheads are
particularly suitable to these applications
because the printhead design enables the
use of 3 wide range of fluids a5 well as
conliguralions options. In addition, Xaar
company Engineered Printing Solutions [EPSI
is a leader in (his secior, providing best-fit
custern prinling solulians for many different
applications, inctuding promolional, packaging,
medical, automative, apparel, appliances,
sports equipment and toys.

Grand- and Wide-Format Graphics
Grand- and Wide-Formal Graphics includes
bolh indoar and ouldoor signage and
adverlising, including billboards, poslers and
point of sale advertising. It is Lhe most mature
industrial inkjel markat, active for over 15 years.
Kaar's early producl range was instrumeniat

in the growlh of the digital graphi¢s industry
anound the warld.

Textiles

The Textiles seclor is a growing markel which
covers 3 broad range of applicaliens irom
fashion, sporis, signage and display lexliles,

1o home furnishings and 1echnical textiles.

for exarmple for aulomative or medical use.
Sustainability is becoming a significant
consideration, with industry challenges which
inclide supply chain and raw materials
pressures and & shift away from Asia I'near
shoring]. Olher drivers for a move (o digital
include desire for economic shert print cuns for
laster and more fréquenl design changes as
well 85 an increased demand lor customisalicn.
Whilst Xaar is laler lo the markel than some
competilors, the Aquinox has been developed io
fix the need for a more reliable inkjel solution. In
addition, Xaar technology offers the capability to
lay down mare pigment and reduce the carrier
flud. meaning richer, more vibrant colours can
be printed reliably and mere suslainably, and
less energy is used in the drying process.

New inkjet applications

Xaar's Ullra High Viscosily Technalegy enables
jelling of ltuids around 100 centipoises {cP} at
Jjetling lemperalure, equating 1o approximalely
1000¢P at ambient temperalure - going well
beyond average jetling capabililies of 10-12cP.
This opens up inkjet 1o a wider range of
applications including printing adhesives

and solder masks.
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Marketplace continued

30 printing is an important focus
for Xaar's printhead business with
the needs of the sector supported
by our extensive product portfolio
and strong partnership approach
to working with customers.

Xaar works with OEMs in three different lypes
of 30 printing: Material Jetting. Binder Jet and
Pawder Bed Fusion.

Material Jetting

Malerial jeiting creates objects in a simitar method Lo a
lwn dimensinnal inkjet printer. Liguid-based 30 ematerial
is jelied onto a build platform wsing inkjet prinltheads.

Example: Xaar customer dp Polar manulactures

3D printing systems which use Xaar 1003 printheads

to preduce parts on a continuaustly rotating print
platform with a build area of just under 1 square metre.
This system was designed to deliver scatabitity and
productivity and has been developed for the automotive,
aerospace and consumer rnarkets.

www.dp-polar.de

Binder jetting

The binder jetting process uses two materials: a

ceramic or metal powder-based materiat and a binder.
The binder is usually in liquid form and the build malerial
n powder farm. A printhead moves horizontally along
Ine x and y axes of the machine and deposils allernating
layers of Lhe build malerial and the binding malerial.

Example: Linc Solution is in tha process of developing
a systern for metal binding for manulacturing of
automotlive parts.

wwwi.lincselutions.com

The Powder Bed Fusion

Of the different lypes of Powder Bed Fusion, Xaar's
involvernent is with High Speed Sintering which

uses polymer powder-based 30 materials, with Xaar
printheads jetting the infra-red absorption fluid into the
powder bed, which is exposed to intra-red energy. The
printhead causes the powder to melt and fuse together.

Example: The H350 from Siratasys uses Xaar 1003

printheads within its SAF lechnolegy (o reliably produce
end-use produclion parts with a wide speclrum of part
properties.

To learn more visit: stratasys.com/en/3d-
printers/printer-catalog/sal/h350/

Dive deep
into 3D printing

1 4 Xaar plc - Annual Repori and Financial Statements 2022
Strategic Reporl
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Strategy update

Significant strategic progress

Financial highlights

£72.8m

Ravenue - Continuing operations
inline with managermemt expeciations
[2021: £59.3 millienl

39%

Gross margin - Continuing operations
increased Irom 34% in 2021, benefiting
irom operalional leverage in Lhe business

£6.7m

R&D spend

by continuing operauons of £4.7 million,
up E1.0 million an 2021 with investment
focused on the lmagineX platform and
product roadmap

(£16.5m)

Net cash outftow - Total operations
During 2022 we acquired businesses
resulling in an initial nel cash auilay

of £3.5 million as well as a further
deferred payment for FFEl of £1.7
million. Additionally, we invested £5.4
million on key infrastructure and product
development and a turther £9.5 million
in invenlory.

2021: £5.0 million inflow - benefilting
frorm an inflow of £9.3 million on Lhe
sale of Xaar 30.

Introduction

Over the last three years
the Group has been
transformed, implementing
a new strategy across
the business, with a new
commercial model shifting
our focus to very attractive
end markets; expanding
our technology capabilities;
and creating a growth
platform. This strategy
is now delivering growth
across the business, and we
are delighted the Group has
returned to full year profit.
Althe same lime we have als0 invested
significanlly in expanding our product and
lechnology capabilities and updating our
infrasiruclure, slrenglhening our key resource -

people - and ensuring we have a robust platfarm
Lo delwer future profiable growth.

Despile the external macro challenges, we have
delivered an impressive performance in 2022
which is borne gut in the financial metrics, Qur
core Printhead business grew in alt regions
excepl China which was impacted by COVID-19
restriclions for enuch of the year, and we have
successlully launched our new preducl Aquinox
wilh a commercial response that has exceeded
our expectalions.

During the year our US product pnint business,
EPS, delivered ils best ever result and with the

acquisition of Megnajet we now have a resilient,

diverse business well placed to meel Lhe
significant marke! opporiunily that exists.

Excellent strategic progress

The turnaround we nave described is now al
1ihe end ol Ihe hrst phase. We have established
a clear stralegy and we are ready lor lhe nexl
stage 10 achieve enduring prolitable growth.

The tirst phase was focused on stabilising

the businass and establishing a clear strategy.
Commercially this has seen the Printhead
business reduce complexity inils roules le
rnarkel by eliminaling third parly dislribulors
and selling directly lo OEMs and UDIs

Our principal abjeclive is la sell more
prinltheads. We provide an integraled solulion
for customers whereby they can access more
of the printing ecosystem, to include supporting
elements such as llud rmanagement systems
and the electronics required lor printing. We
help our customers take advantage of the
inkjet opportunity, demenstrating to them that
working with Xaar means a higher ¢chance of
success by being faster 1o market, making our
customers’ investment more profitable.

Qur strategy is working, we are delivering on
what we promised, and the fulure remains
exciling, With phase 1 of the business
transformation now compiete, the business is
siabilised. with a sirong managernent lteam,
delivering profitability and a sirang ptatform
on which to build.

Strong revenue growth,
improved margin and
full-year profitability

We have delivered a slrong perlormance in
2022 in line with our expeclations, lurlher
demonslrating the operational and slralegic
progress across the Group. We have improved
resilience and have achieved the key mileslone
of delivering an adjusled prolil before lax for
the year.

Oespite the globat macroeconomic and
political uncertainties, we are successlully
miligating external challenges. principally lhe
cosl of infation and the ongoing COVID-19
impacl in China,

Revenue tor the year was £72.8 million
representing growth of 23%. Drganic growth,
before the impact of FFEl and Megnajel
acquisilions was §%.

Revenue grew in the US region by 54% and n
EMEA by 20%. This demonstrates the resilience
we are developing in the business and helped
offsel the decrease in revenue from Asia of
£3.8 miltion {32%).

Reduced revenue in China has impacted our
Ceramics seclor printhead sales. however. we
are configen! in Telurning Lo previous levels

of {rade with our custorners in the region as
COVID-19 restrictions continug 1o be Lifted.
Qur comenercial and technolagy proposilion
slilk rermains compelling, and we have not lost
retained market share in the region.
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Strategy update continued

Significantly improved
operational capability

We have made furlhcr progress in building

a world class leadership leam, making key
appoinlmenis which will drive the business in
lhe nexl phase of our transfarenation. This has
slrengthened our capability and experience
across the business, most notably in our
Qperations, R&D, Finance and Human Resources
functions. This improved eperational capakility
alsa includes lurther and continued wwesiment
in intrastructure such as IT, manutacturing,
and supply chain management. Qur sirong

and experienced leadership throughout the
organisation is focused on delivering a ¢learty
arbiculated sirategy.

Buring lhe year we have conlinued to work
on ensuring our values are embedded inta
our cullure. This ongeing focus on our values
is impertant to ensure we have a supportive
culture with ernployees who are engaged
and empowered to succeed.

Continued commitment

to sustainability

Xzar has made significanl and posilve progress
lo drive [erward its ESG commitments across
our gperations. We uphold the highest ot
standards acrass ogur husiness and comply

with all relevant regulations in the territories in
which we pperate whitst enhancing the working
environmenl for sur employees and rirmising
the erwironmenlal impact of our producis

and pperalions.

During the year, Xaar launched ils Suslainability
Roadrnap to 2030 which is a principal driver

tor pesitive change and investment within

the business. Led by our ESG Committee

and a Sustainabilily tearn which is comprised
of colteagues from across our business
operalions, chaired by the Group Sustainability
Manager, we have been warking hard lo
achreve our goals and ambilicns across all lour
suslainability pillars: Environmeni, People,
Innovalion and Communily.

Environment

Decarbonisation remains a key objective

tor us as we move lowards our goal of net
zero operalions by 2030. We are pleased to
reporl Lhal we are working with an externat
partner to supporl us wilh Scope 3 and TCFD
Climale Modelling. This year we have ollsel
cur regulalory Scope 1 and 2 carbon impact,
making the Group a carbon neulral inkjet
manulacturer in 2022. We are commilted 1o
conlinviing this praclice on cur journey lo
achieve complete carbon nieutralily in line
with qur 2030 goal.

We sel a largel ta source 100% of our power
from renewable sources by Lhe end of 2023 and
excelient progress has been made. Qur move
10 green energy 15 now complele 1n the UK, and
we are pleased lo confirm that EPS is now also
supplied with power generated Irom renewable
sources. We will continue to assess ways Lo
bring our remaining office locations in line

with green taril! power.
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With the fundamental advantages our products possess, | believe
that within the next decade Xaar will be the number one supplier

of industrial inkjet printheads.

All printhead packaging is now fully recyclable
and we are working {owards complele
packagung recyclability. Xaar is commalteg

to supparting decarbonisalion of staff and
visitors’ vehicles. In early 2022 we launched

a satary sacrifice scheme, supported by the
UK governmend, to allow all UK siaff the

ability to arder electric vehicles (EV) through 3
company scheme. We have also completed the
installation of EV charging infrastructure across
our sites.

People

Supporting young people and nuriuring their
skilis is key 1o our ESG stralegy and for this
reason we have placed signiticant emphasis

on our Early Careers programme. As part of
1his, Xa@ar's new Apprenticeship scheme is
operational and our first intake is working
within our Logistics team. Further efforts

are underway to connect with local schools
and colleges to allow fulure work experience
prograrmmes 10 be developed. in the UK, Xaar
supporled Learning al Work Week in May, which
atiracled 109 allendees across nine events and
resulted in 131 hours of learning

We will lurther strengthen this approach in
2023 and plan to hold Xaar Group workshops
bringing together a cross functional group of
people wilh Lhe aim of undersianding whal
makes Xaar an ‘employer ol choice”. This will
help 10 inform and shape our lalenl allraclion
and relention siralegies leeding into our
wellbeing programmes.

Innovation

We are currently researching ways to

use bicdegradable structural parts in the
rmanufaclure of our products. An area of focus
is lo find an alternalive, mere sustanable
malerial than Polylaclic Acid [PLA) which is a
hiodegradable plastic used la prinl the majarily
of our jigs and lixtures. Qur Operations team
has successiully trialled the use of recycted
PLA lilamments generaled from returned and
waste PLA. These are supplied in 100% plastic-
frae sustainable packaging with easy o recycle
cardboard spools.

DBigilal inkjel printing is inberenlly mare
suslainable compared lo lradilional analogue
peinting wilh a smalier carbon faotprint. Il
reduces and prevenls excessive wasle and
uses less energy due te the ability {o print short
runs ar Direct-to-Shape. With TF Technology
ink recirculation, Xaar printheads are capable
of prinling very viscous fluids, which in the
Textiles sector, for example, results in a
reduction in energy used in intensive drying
processes. We are passionate about continuing
further adoption and understanding of the
environmental benehts our products can bring
to customers

Xaar pkc ~ Annual Report and Financial $tatements 2022

Product development and

increased capability

Overall, the marke! opportunily for Xaar
printheads is signilicani. We have a unigue
roadmap of product development 1o ensure
we offer an increasingly verlically inlegrated
commercial stralegy to capitabise on this
markel opporiunty.

The, already successful, imagineX platiorm
will deliver & number of lealures over the
nex! few years which will provide significant
enhancements lo Lhe current porilolio,
including:

+ substantially improved speed and
throughput [frequencies up 1o 150kHz,
equwvalent to a Ihreefold increase in speed
compared ¢ currenl producls),

increased throw distance lo improve image
qualily on curved surfaces,

increased robusiness to improve the Life of
the printhead and mainiain image qualily,
higher viscosities enabling a broader range
of Huids to be printad labove 100cPl, and

« higher reselutions (up to 1440 dpil.

These features will help strengthen our
position in markets where we are already well
represenied and will drive improved adoption
in several rnarkels where we are currently not,
such as Wide Format Graphics and Labels,

The recently launched Aquinox is positioned to
drive our adoplion in Packaging and Textiles,
The performance enhancemenls in our product
readmap give a clear path for OEMs Lo upgrade
their products and maintain their product
differentiation.

We have made strategic bolt-en acquisitions
Lo the Group that enable us lo strengthen our
customer olfering and we will conlinue to
adopl this approach in the {ulure as we look Lo
continue increasing our capability and become
a fully inlegrated inkjel produci provider.

The strong operalicnal gearing that exists in
the business, which has already delivered good
margin growth, has greater capacity (o supporl
further margin improvement in the medium
lerm. The business is well placed lo move

inla the nexl phase of ils translormation and

to detiver suslainable profitable growlh in the
medium lerm,
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Our business units
Printhead

Our Printhead business
unit focuses on the design,
manufacture, marketing
and sales of printheads
and associated products
which are used in a variety
of applications such as
Ceramic Tile Decoration,
Graphics, Décor, Textiles,
Labels and Packaging as
well as 3D Printing and
Additive Manufacturing.

Revenue segment

£39.0m
Markets
Induslrial 54%
Packaging 3%
Graphic Arls 12%
Royalty 1%

The Xaar Aquinox launch
IS a significant achievement

for the Company.

2 0 ¥aar plc - Annual Report and Financial Statements 2022
Strategic Report
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Our business units continued

Printhead continued

The Inkjet Opportunity

The principal focus of our strategy is selling printheads.
We can do this more effectively by providing an integrated
service to our UDI and OEM customers.

Their success depends in part an

a cost effective product development
process, getting their products
successfully and gquickly to market,
and maintaining product stability
throughout the product lifetime.
Customers who have less experience of

inkjet development projects, such as the User
Developer Integrators, or OEMs moving inlo a

new applicalion area, are looking for a dedicated,

experignced inkjet partner tor printheads, sub
syslems [electronics, software and ik supply
syslerns] and ink, as well as for print engines

righi up to lully cuslomised solulions.

We are therelare focused on providing an
integrated solution whereby our cuslemers

can access mare af lhe printing ecosyslem

[the supporting elements such as ink supply
syslems and Lhe eleclranics required for printing]
- aswell as the print lechnology Ithe printheads).
This will help us to sell mose printheads.

Through a combination of grganic growth and
acquisitions, we now have the capability to supply
all of these companents 10 our cusiomers.

With the acquisilions of Megnajet and FFEI,
alongside close strategic partnerships with
electronics and ink suppliers, we have become
& one-slop shop for our cuslomers, making
Xaar the best choice for performance and also
ease of adoption, helping to sharten OEMs’
development time.

Electronics Ink supply Print
Printheads & datapath Inks systems engines
2 2 ;a;::;?:c;::::al Report and Financis] Statements 2022
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Our business units continued

FFEI

Our digital imaging
company, FFEI Ltd, based

in Hemel Hempstead,

UK, focuses on high
performance digital imaging
solutions - from digital
inkjet label presses to
digital pathology scanners.

Revenue segment

£11.6m

Markets

Inkjel 52%

Life Sciences 4B8%

2022 progress

This year has seen a signilicant amount of
change for FFEI nol leasl in Ihe leadership
teamn, following the deparlure ol Andy
Cook and Julian Payne, afier many years
of much valued service to the company.

FFEl spert much ¢f the year making good
progress with adopting the Xaar Group
business praclices such as embracing
the Company values, ihe adoption of the
Tier 1 & 2 meetings which has improved
the cemmunicalion across teams,
management reviews with the leadership
tearn, Mcnthly Gperaling Reviews and
delivering on a product sales plan to more
than double the number of unils being
built and sold by the Learn compared to
2021. We are delighted to see that the
printbars manufactured and sold by FFE|
continue to deliver growth particularly in
the labels embellishment markel in (laly.

On Lhe Lile Sciences side of lhe
business, the digital pathology scanner
manufactured al FFE! surpassed a
mileslone of more than 12 months

of successiulinstallations and wilh
demand continuing into 2023, In addition.
Microscan has shawn strong demand in
2022 vs 2021, with Sierra on-boarding new
customers across the digital pathology
and Al market whilst engaging with
relurn business.

In Oclober 2022 FFE) celebraled ils histary
with a 75th Anniversary celebration of the
incepticn of Croslield Elecironics. FFEI
can trace ils roots back through FujiFilm,
Dupont and De La Rue to 1947 and the
formation of Crosfield Electronics. A great
day was had by all, including some past
employees, and over £900 was raised Tor
the Xaar charity pariner, Break.

24 Xaar ple = Annual Report and Financial Statements 2022
Strategic Report
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Business performance

Revenue

Revenue for the Group of £72.8 million is an
excellent perfarmance for the year, representing
a year-on-year increase of €13.5 miltion (2021:
£359.3 million] of which organic grawth was 8%
[£4.8 million).

This resull demnonslrates momenium acrass the
business, mitigating short-term challenges due
to the ongoing restrictions in China arsing from
COVID-19. Printhead revenue was down £1.1
million year-on-year, although outside China it
increased 10%, and EPS increased revenue by
41% [24% in USDI. This performance across the
business demonstrales the positive customer
engagemeni and trust that is being regained
across our custemer base.

Group revenues were £36.6 million in the firsl
half of the year and £34.2 million in the second
hatf. This reflects the consisient performance of
EPS, which has offsel the impact on Printhead
revenue of the restrictions in China in the
second half of the year.

Revenue from the Americas grew year-cn-year
atross the Group. rising £12.6 million [2622:
£36.2 million, 2021: £23.6 mullionl. The increase.
driven by the recovery in EPS revenue, aleng
with slrong growth in US printhead sales
demonslrates the wider geographsc epportunily
that exists for the business.

Perlormance in Asia, and China in parlicular,
has been impacled by the ongoing COVID-19
restriclions in China, which has resulled in
revenue declining from £12.0 rillien in 2021

1o £8.2 million, The restrictions have delayed
producl development and sales for our
custorners and consequently sales of printheads
for Xaar. As this region has been a key driver

for growth in Printhead in the previous two
years, the impact in the secand half of 2022

has been significant. However, the work we

have done in the last two years to re-engage
Chinese Ceramics OEM customers means

they undersland and are inlerested in our new
praducts and roadmap. Accerdingly, we are well
placed to meet Lhe high demand in the region as
the COVID reslriclions are lifled.

Revenue in EMEA has increased from £23.7
mitiion to £28.4 million drven by our wider
product offering through FFEI and Megnajet,
contributing to an increase for the Group of
£4.7 millien {20%I.

Table A ~ Group revenue growth

im 2022 2021 Var %
Printhead 39.0 401 -3%
EPS 19.6 13.9 41%
FFEI 5.5 53 4%
Organic grawth 2022 vs 2021 64.1 593 8%
FFE! 5.1 - -
Megnajet 2.6 - -
Inorganic growth 2022 vs 2021 a7 - -
Total growth 72.8 59.3 3%

Printhead revenue far the year fell by £1.1
mitllion to £39.0 million (2021: £40.1 million).
The second half of 2022 saw revenue decrease
by 8% IE1.6 million) compared lo H2 2021 {€19.9
miltionl, following grawth of £0.5 million in the
tirst hatl of the year. This is due lo the impact ol
customers based in China predominanily in the
Ceramics seclor, Qur lechnology offering proved
successful in a wider number of other seclors,
which has partially mitigated this decrease.

Growth in the year was achieved in 3D Printing,
Coding and Marking (C&M) and Décor seclors.
This is pleasing as it lurlher proves our

core lechnology can be successiulin many
applications and our cuslomers increasingly
benefit from the advaniages our technology
brings. Despite revenue in the Ceramics and
Glass sector declining £2.0 million [11%) we
have not lost markel share during the year

as the fall can be aitribuled to the reduction

in orders received by our OEMs in China
themselves. We have been able 1o consistently
demonsirate our clear technology advantages
in the Chinese Ceramics market, where we have
regainad Lrust wilh our cuslomers. We have
also established a markel leading position in
the Glass seclor. Together wilh our extended
product portlolic we expect lo relurn Lo growlh
in this sector during 2023 as the negalive
external market lactors subside.

Coding and Marking (C&M} and Direct-to-
Shape |IDTS] revenues have grown by £1.5
mitlion [14%t. further demonstraling our ability
1o expand our market reach with a

wider producl offering.

An increasingly exciling opportunity for us is the
30 printing market, and we expect this sector
le grow significantly in the future. Revenue in
3D Printing and Advanced Manaufacturing [AYM]
together grew £1.5 miltion (62%] in 2022,

Table B - Group revenue by geagraphic region

Both 3D Printing and AVM are markets where
we are well positioned to lake advanlage

of growth opportunities, and atthcugh
development cycles can be long, which means
extended timescales for a cuslomer to reach lull
praduction, the market opportunily is significant.

Wide Format Graphics (WFG| and Labels
revenue tellin the year from £6.2 rrullion 1o
£4.8 million. This 1s an area which has also
been impacted with delays in orders, largely
COVID-19 relaled, and we also need further
product development.

Revenues from Packing & Textiles remain
modest. Our abilily to larget this seclar
effectively has been somewhat Limited by our
product range. although the launch of the
Aquinox printhead wilt start to address this.
However, advancernents in the preduct portfolio
driven by the ImagineX platlorm should make
s large seclar more accessible in the lulure.
Fuli year revenue ol £0.5 million was down year-
on-year [2021: £0.8 million).

Revenue from the EPS bustness increased by
£5.7 million to £19.4 million (2021: £13.9 million
as the new commercial approach has seen
some significant customer arder wins.

Growlh has been achieved across all product
groups with a pacticularly strong performance

in the core area of digital inkje! machine sales
which have grown £4.4 million [54%). This is
particularily pleasing as it conlinues o be Lthe focus
for the business in the future, Pad print machine
revenue has also risen 22% and the increased
tocus on consumables and accessory sales have
also contributed lo the growth as a result of the
change in commercial approach, wilh increased
revenue lromink, plates and parts. The orger
book remains strong and we are well placed
lo deliver lurther growth in 2023 as companies
increasingly inveslin capilal equipment.

Cm 2022 HY 2022 H2 FY 2022 FY 2021

PH EPS FFEI Meg* Total PH EPS FFEl Meg* Total PH EPS5 FFEl Meg* Total PH EPS FFEl Total
Americas 5.0 92 24 04 170 58 101 24 09 192 108 193 48 1.3 6.2 7.3 139 24 236
Asia 4.5 - 04 - 4.6 30 02 - 04 34 75 02 01 0.4 8.2 11¢9 - 01 120
EMEA 1.2 - 346 02 150 95 01 31 07 134 207 01 &7 09 28B4 209 - 28 237
Total 20.7 9.2 61 04 3&é& 183 104 55 20 362 390 1946 M6 246 728 403 139 53 593

* Megnajet was acquired on 2 March 20272, ligures rellected in (he lable above are (en months 6! posl-acquisitien revenue
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Business performance continued

Cash gen eration Table E ~ Cash flow - total operations

The Group retained a heallhy cash balance ;’-‘J;S 533.',
"ol £8.5 million at Lhe year end, represenling

a decrease of £16.5 miltion during Ihe year. Cperating cash flows before movements in working capital 6,571 (2,240
Operaling cash flow, befere working capilal, was ~ Movement in warking capital (12,188) 346
posilive by £6.6 million driven by the improved Taxes receiveg 112 150
aEBITDA across the business of £6.2 miltion. Net cash lused in)/provided by investing activities [8,634) 7.813
As a result of the managed invesimenl in Nel cash used in financing activilies [2,915) 1674]
tnvenlory. working capilal saw an oulllow of Elfect of foreign exchange rate changes on cash balances 549 (110
E12.2 million. mainly due lo the £9.5 milion Net {decreasel/increase in cash and cash equivalents {16,505) 4975

increase in irwenlory.

Ouring 2022 we purchased Megnajet for an

initial net cash outlay ot €3.5 million as weti Overall, current liabilities of £20.5 million
a5 a turther deferred payment for FFEI of £1.7 [2021: £20.5 mitlion| remained flal year-on-
mlllmn._Thls investment in the busingss is year. A reduclion in trade and olher payables
enhancing our capabililies and supports the ol £1.1 million lo €14.9 miltion (2021: £15
siralegy of selling more printheads through million] was ofiset by increases in provisions lor
offering a more vertically inlegrated solution lo restrucluring and warranties by EC.1 mullion,

customers. Additionally, we invested £5.6 million  an increase in current lease Liabilities of £0.3
on key infrastructure and product development.  million 1o £1.0 million [2021: £0.7 millienl and
a £0.3 million increase in coniract liahilities.
The Group also arranged an invoice financing
facility in the year and as at 31 December

the batance borrowed was £0.4 millipn.

The business has a clear plan and sirategy
which the strong balance sheet and cash
position will support. There remain external
developmenl apportunilies which, il they can

expand our capabilities and expertise, we will Non-current liabililies reduced by (2.0 million
look ta potenlially add 1o Lhe Group. We will also to £10.2 million 12021: £12.2 million|, which
continue loinvest internally lo ensure wa have mainly relates lo lease liabililies recorded

the aperational capacily and efficiency to meet under IFRS 14 for property which reduced by
future demand, alongside investment in our £0.7 million ta £7.8 million [2021: £8.5 miltion]
product readmap development. in the year. Additionally, further deferred

consideration payments due in 2023 have now
become current, reducing the batance of
other financiat tiabilities from £3.4 million

to £2.1 million.

The Group maintains a strong disciptined focus
on cash, and lhis will conlinue throughout 2023.

Strong balance sheet
Non-curreni assels increased £5.2 million in Dividend
the year from £46.8 millan lo £52.0 million.
This was driven by Lhe increase in gaadwill
following the acquisition of Megnajet of £1.3
million, along wilh an increase in inlangibte
assels ol£4,7 million. The recognilion of
financial assets at fair value anising from

the sale of 30 assets was £11.1 miltion

[2021: £11.9 milugnl. Additionally, there was

a £0.1 million reduction in property, plant and
equipment as new purchases were controlied

No dividend has been declared fer 2022 as
the Board believes Lhal priorilising cash
for continued investmenl in the business
will deliver more cornpelling returns for
shateholders in the medium term.

inwith line wilh the Group’s cash focus and a John Mills ichias
decrease in right-of-use assets of £0.8 million. Chie! Executive Chif Financial
Officer Officer

Currenl assels decreased £4.1 millien fram
E54.6 million in 2021 to £50.5 ritlion. A
significant propartion of this decrease is 27 March 2023 27 March 2023
altributable 10 the decrease in cash and cash

aquivalents holding of £14.5 million. The

increase 1n inventortes of £10.3 million to

£2%.1 million [2021; £18 8 miltion] was

associaled lo Lhe managed invesimenl in

our supply chain capability Trade and other

receivables increased by £1.3 mitlion lo

£11.5 miltion 12021: £10.2 miltion|.

2 8 Xaar ple - Annual Repart and Financial Statements 2022
Strategic Report



Woday »Eaedlg

6c

‘A13190s siyauaq Jey)
woddns Bunse) ‘1eaysead
apiAoad ©) S21HUNWIWIO3

1no yim buibebua Ajamioy °

Apjunwwo?)

2207 sjuawajels e 2UCK 4 BUE L1oday |EAUUY ~ 21d JeRY

3124031 1anpoud

30YM BY} SSOIIE UDHEICGE])DD
pue ABojouy3a) ‘ainpejnuew
‘ubisap 01 saylewdde
a1qeuieisns asow buibeanoduy

uoleAOUU|

'0p am he Jo
14eay ay; 1e Buragyam pue
1enuaiod Jiay) ‘ajdoad ino

Bumnd 4Aq axoya Jo sakojdwa uy

ajdoagd

o)33s ABojouyra)

13hjur jetsnpur ay) oy
AInIgeuIRISNS 1B UBLILOHAUS
ut Aem ay) Buipea

JU3WIUoNIAUg

sJentd Airqeureisns ang

*EZ0Z AINT AQ paurnuod 3q jlm auilaseq 5102 sa siebue daosg

ABJaua uaaub o) spoeNUEd A3UG3aTR wend uopBuluny Haauo)

%00t uoqJed
sabelae 10§35 SNSIaA
3184 J3A0UIN) MO] UIEIUIRRY
%001 Spiemay
pasiel 5pun) yetl
0] Jeey, ‘s190ur) 4w
suodweyn Aiend  Aanod Aipqewimisng
1ejuawpedap ioddy sanddng juawddw)
wool Aiaeyd 1anddng
SUOISIAIP  Saus dnoug Jeex e e
[BAe3 Jels  ssauisng i 40) oned  aonuuwe) buPqiea
112 18540 vogue] Areys ajessuag 1290; ysTgeIs3
uoque) %001 Auseyd Gutag)iam
s1anpasd ajgevieIsns
SSau|sNy sy syanpasd 10} puepue)s 032813p

uiyum patoldap

-343Q jouued
1ey) juawdinba
2IuUCI|23)2 1€ o

POYSIYGEISD PUE MIU
LRI VEINTELLEL T
a)qeulRISNS pUE
UMOP 1502 LD WE)

NOILYNGQ 49) wawanoaduwy
Aonod e ajeasny SNONUIIUD] € SN0
Aayod Pnpoad

AIpSnpul 31e43u3g
13npodd
sas dnoyg

Jeey )| so) NYpUEt
0] G122 AAANOY

NSEM

SIUHMLNYS |[BWS J0j IBIaL JIE 5L 01 "RiBY) Wrauj o jled e
i saanddns wiasey ae4 Joj adeun3 uy sqny Ajddns ysigeisy

uieys Aiddng

1€y Aouanbaug JUaPRIY dui| 1507 Ul UopInpal 8L0S

SBH

SHEG |BJNIINLLS 31GEPRIGAPON] Wi peayiutid Younen

ey

(£ 7| adods dnosg) cI32130 0E0Z

oRZ AN

0zZoz

€432 12N AABIYIE 0) 1880 usque) Suiobug

%001

Abuaua uaalb
01 $12BAU0 A1311139]3 3Ys

Buunpsejnuews dnouig 2 pasucy

%00t
[4A1T4

aqeyene

alaym Afaua

uaaib o) spesnuoy

ANNA0313 TV Laaos
“%égogie]

Sa1/UNWWO |E0)
4no Yiw sanunoe
W31 boddng

%001 3Joddng

sa1310d jsoddns Jno
noqe saafo|dwa
11& aje3npa o}
ubiedwer Bujsies
-SS3UIIEME JarNag

5S3UIITMY

7202

veqies

ucq.e)

wea} Apyqeuie)sng e
ALY PUB NS

awewarog gs3 usnaersa

%00t weay
sawuwreibard
asuapadxg yopy  podsues juagodwes
ajenpesg/amuaaddy -qns pue 1onpotd jo
JEEY YSNQe)s]y FELETEEAL T )
%00l HH yodsuel]
dnarg eey
Jie sseu3e ‘pnpoud
4282 J0) pJeIRIOIS
abened) edas pue Alngeuteisns
aphsasfasnas bumlp Aerua
“‘aisem Bursiwium ‘sPnpod Jualan:
"F5N JAIEA SUIBLL T d0) MInDY
U uoliznpad aALQ ANIGEUIEISNS 2ALIS0
FE VY pnpoig

peayjund 3)qe)24u 9500 aumprejnuew o) yyed ysige)sa o) auopmseL

9zoT

/Z0Z

Burinysegnuey

(N8 yrea 1o yeob ajesedas)
2404 Aq suopnelado BuLNSENLEW Ty Ul 3)5eM 2ONPaY

2i5eMm

)QISEA) BIAUM BUIAYIS HIEE AYE] JERY YOUNET

vogie)

3jqeia g1 eEy 20 SUORAO Bujasul wiia)-Suc aebnsy)

0€02

uogqiesy

syeob uno yoead oy jued ano Aeyd o) pasu 18 ap
dewpeoy Ayjiqeuleisng




Sustainable and responsible business

The Group strongly believes
that effective management

of the ESG agenda is integral

to business success.

The Group is not only compliant with all
relevant reguiation and tegislation but

has increasingly focused on enhancing the
working environment for aur employees and
minimising the environmental impact of our
manufacturing processes.

There is internal reporting of key metnics to
ensure conlinugus improvemenl throughoul
the business, and each mermber of staffis
expected In take individnal reepansibility for
their contribulion and Lo work logether lo
achieve shared goals.

Digital print methods are inherently more
environmentally friendly than the analogue
techniques we seek to replace.

Qur research shows that, compared Lo
analogue alternatives. digilal has a significant
impact in reducing energy consumplion by
as much as 55%), water consurnption by up
1o 60%] and CQ, emissions [by up lo 95%).

in additien to reducing pellution and waste
materials.

Sustainability governance
structure

Xaar benefits from a strong ESG governance
structure. Our cross-functional Sustainability
team has accountability to the Board. This
group brings tegether a wide range of skill
sels as well as a shared determination and
passion for a more suslainable lulure. This
leam develeped our ESG Roadmap ang
canlinues la lake a leading role in driving
inlernal change and progress lo ensure we
meel cur ambitions by the imeline we have
sel gurselves.

The Roadmap has four key pillars -
Environment, People, Innovation and
Communily; ils purpose is Lo drive our ESG
goals beyend Lhe energy reduclion scope lo
a broader Group wide aclivity. Qur Roadmap
will provide an essential backbone for much
ol Xaar's fulure invesimenl and activity,

Xaar is commitied to reducing its impact
an the environment wherever possible,
with Senior Independent Director Alison
Littley having specific responsibilily for
ESG rmatters

Board and Executive Management

Alison Littley, Senior Independent Director
Define corporate sirategic vision Jor ESG and sustainability, approving Group goals

ESG Committee

Global Operations Director, Group People Officer, Company Secretary
& Lega! Counsel, Head of Marketing, Externat Sustainability Comms Advisor Group
Quality Systems & Sustainability Manager
Review, 355e55 and track Roadmap and eslablished goals

Sustainability team

Selected cross function team, meetings as required
to identify, develop and update Roadmap, with external support

Carbon Net Zero team Energy Efficiency team

Facililies and EHS sile team
which drives complelion of projects

Crass funclional team lasked with looking
at opportunities and executing these

3 0 Xaar plc - Annual Repart and Financial Statements 2022
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Sustainable and responsible business continued

Carbon offset

In aur printhead business, we are extremely
proud to be a carbon neutral nkjet manufacturer,
thanks Lo the oifset of requlatory 2020 Scope 1

& 2 carbon impacts [1.815 tCO,el. We continue
to offset our residual 2021 Scope 1 & 2 carbon
emissions |212 tCO.e] and are commilled lo
cfisetling our Scope 1 & 2 ermssions for 2022
whilsl we invesligate lhe full exient of our Scope
3 emissions, which may be added lo the offset in
lhe Future.

As outlined above, to achieve carbon neutrality
far 2021 we offset supported biomass power
generalian in Brazil and solar power generation
in Indha.

We are pleased lo confirm Lhe appointment of
an external consultant lo support us with Scope
3 and TCFD Modelling. This has helped us to
identify key hot spots for action, we have also
staried a programrne of Supplier engagement
on Scope 3.

Decarbonisation

A major win for cur decarbonisation jeurney

this year has been to switch our UK pool cars

to electric. In addition we are facililating the same
elecinc vehicle swilch for employees through a
salary sacritice scheme which is proving popular.
At the time of wriling, ten electric vehicles |EV)
have already been detivered and eight more are
on order.

As rare of our stall move ta EVs, we recognise
Lhe need to wivest in charge-points infrastructure.
We now have 1en chargers in place al our
printhead siles. The two charge-points available
3t FFE| are under review lor upgrade in 2023.

Waste

We have sel oul to sel, measure and disclose a
zevo wasle {o landlill target - with any wasle not
recycled being senl Lo a wasle Lo energy recovery
Process.

Our PHBU and FFE) operaticns are certified zero
waste to landfill by our waste treatment partners
Veolia/Crawleys, wilh any non-recycled waste
being sent to wasle [o energy recovery.

In 2023, we will undertake a review of our clher
business unils lo drive this goal. We are aware
that the new acquisition. Megnaijet, is nct a zero
ta tandfiil site and it will be a pricnity to correct
this situation m 2023,

Waste diverted”

34,320 kg

Waste recycled®

21,540 kg

* These are the combined Hgures lor Prinlhead and
FFE} businesses.

32
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Plastics and packaging

Reducing plastics in our packaging was
achieved in 2022. and all sccondary printhead
packaging is now fully recyclable. We removed
plastic adhesive tapes and have removed
plastic bubble wraps, replacing these wilh
recyclable paper allernalives. As a resull,
plastic consumption has reduced by more than
1.2 lonnes since 2020.

In 2023 we are going to eliminate as much as
possible of the primary printhead proteclion
while maintairing Electrostatic Discharge
(ESDI protection in the packing. In doing so.
we hope to remove more than 50% of the
plaslic ES0 packaging in 2023 and are looking
lor allernatives that do not use plaslic

Biodiversity

We recognise the relationship between
biodiversity and the wellbeing and health

of our celleagues. We are looking to support
and prormote local employee campaigns,
slarling with Lhe inlroduction of beehives on
site in Huntingdon, UK, and Lhe distribulion
of wildflower seeds lo employees.

In 2023, having introduced iwao beehives

on sile in Huntingdon, UK, we hope ia offer
a training course in managing bees to a few
of sur employees, We also look farward to
the production of Xaar branded honey by
summer 2023.

In Lhe corming years, as parl of the Great Place
Lo Work scheme, we will develap outside spaces
and garden areas for employees to actively
promole physical and mental health.

None of our siles are localed in or adjacent lo
protected areas.

Water

Qur operations are considered as low waler
usage, and we do not have any operations in
any regions with high water stress. However,
within our Huntingdan factory location we
need to be cognisant of the risk of flooding

in the North ol the Cambridgeshire region
and the Fens, as well as the slress on the
chalk slreams and water aquilers in the
South Cambridgeshire region. Xaar therefore
considers water managemen| throughoul all
aclivities ol the Company and thal waler should
be trealed in a manner that wilt pretect it lor
fulure generations.

We regularly monitor and record water usage
and ulilise waler eificient taps and cisterns,

« Emissions: Xaar has a permit to discharge
issued by Anglian Waler; the effluent
discharge is checked monthly by external
consultants to ensure confarmily to site
discharge levels and content and reports
show discharges are below permilied levels.
There are no reporied incidents in the lasi 12
monlhs wilh regards lo emissions 1o waler.

Xaar plc - Annual Reporl and Financial Statements 2022

Air

= Quatity: We reqularly moniter the air qualily,
temperature and relative humidity levels
within the Huntingdon cleanroom facility.
Alt cleanroom air supplies are fitted with
HVAC filters. Xaar also remains conscious of
the need for good indoor air qualily, working
hard to ensure adequale air circulalion and
rouline maintenance of the syslems.

There are smoking areas located away from
Huntingdon building entrances.

» Emissions: Xaar has a permit issued by
Hunlingdon District Council due l¢ the
business using more than two lonnes of
solvenl for surface clean down each year.
To comply with the permit any waste gases
mus! not exceed total VOCs per roorn ol
75mg/Nm?. This has been audited and
contirmed via an external UKAS accrediled
company. There are no reported incidenls
in the last 12 months with regards lo
ernissions lo air. There are no significant air
emissians in retation to NOx/SOx.

Printhead
wiler usage 2022 nn 2070
Freshwater
usage {m) & 180 5000 5087

Intensity ratic
[m/£m turnover

= excl. royalties] 158 127 146

Effluentand

waste water (m?) 4,669 4542 5984

Hazardous materials

All subslances handled and used by Xaar are
i accordance to the CoSHH regulations and
industry besl praclice, by risk assessment

and evaluation in their usage, storage and
disposal. Care is taken Lo look for any less
harmiul atlernalive substances where possible
to minimise any potential impacts in their use
betorehand.
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Sustainable and responsible business continued

People

Human rights
The Group respects all
human rights and regards
those rights relating to
non-discrimination, fair
treatment and respect
for privacy to be the most
relevant and to have the
greatest potential impact
on its key stakeholder
groups of customers,
employees and suppliers.

The Group undertakes
extensive monitoring of the
implementation of all of its
policies and has not been
made aware of any incident
in which the organisation’s
activities have resulted in
an abuse of human rights.

Xaar is cornmitted to only supplying products
Lhat contain conllict Iree materiais. Suppliers
of parls containing lin, tantalum, tungsten or
gold Lo Xaar are senl and required lo complete
an EICC- GeSI declaration previding evidence that
paris supplied do not contain minerals sourced
frorm areas of conflict = DORC or adjoining areas.

The Board has averall respensibility for
ensuring that the Group upholds and promotes
respect for human rights. The Group seeks lo
anlicipate, prevent and miligale any polential
negalive hurman righls impacts as well as
enhance posilive impacls through ils policies
and procedures, in particular, through ils
policies regarding emplayment, equalily

and diversity, lreating cuslomers fairly and
informalion securely. Group pclicies seek beth
le ensure Lhat employees comply with the o .
relevant legislation and regutations in place in * Anli-bribery and Corruption Policy
the UK and other operating locations and to Confidential inlormalion Policy
promote good practice. The Group's policies are « Corporale Criminal Offence Palicy
tormulated and kept up te dale by the relevant
business area, authorised by the Board and
communicaled lo all emplayses.

The Group’s most imporianl corporale policies

and should be complied wilh at all limes;

« Data Protection Policy
Employee Share Dealing Code

Email and Internet Policy

Gifls. Entertainment and Hospitality Policy
RS&E Policy Statemenis

Sanclions Policy

» Whistleblowing Policy.

Code of Conduct

Al new employees compleie an induction
process thal cutlines the expectations of

the Company, ils employees, customers and
suppliers for the way in which business is
conducted and helps to avoid situations that
might lead to adverse legal issues or damage
lo our reputation.

Each year the Group requires all employees
to read and confirm that they understand and
comply with these policies,

See Group policies cutlined in the Non-
financial information statement on page 58

Xaar ple - Annual Report and Financial Statements 2022
Stralegic Report
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are incorporaled inlo the Xaar Code of Conducl,

Whistleblowing

We have a Whislleblowing Policy that
encourages open and hanest communication
where incidents of non-compliance are seen
in our business Whistleblowing issues are
reported directly to management, and any
significant issues, should they arise, are
reporled Lo the Audit Commitiee. In each
inslance, cases are investigated in detail

and appropriate aclion laken. There have been
no whistleblowing incidenls or reports by senior
managerment to the Audit Commiltee.

Modern slavery

The Graup is commitied to acting elhicatly and
with inlegrily in all our business dealings and
relalionships, implementing and enlorcing
effeclive syslems and controls 1o ensure
modern slavery in alt ils forms [incluging
human trafficking, forced tabour and chilg
labourl is not Vaking place anywhere in our
Group businesses ar in any of our supply
chains. The Group has published a Group-wide
Modern Slavery Policy and a statement on

the sleps taken ta prevent slavery, which is
available on the Graup's website.
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Sustainable and responsible business continued

Gender pay gap continued

Xaar's mean gender pay gap stands at 13.61%
[2021: 14.38%|. As with many companies we
do have a gender pay gap. though our results
are consistent with other cormpanies who
operale wilhin the lechnical, manufacluring
or engingering sector.

There has been a shifl acress the quarliles with
more movermenl lor lemale employees from
lower middle quartile to higher middle. This is
a reflection of more fermnale employees being
promoted and appointed tc senior roles.

We appreciate that improving our diversily will
improve our results, and we continue to work
on impsovements over the longer term. Alarge
part of Xaar's gender balance gap is due to the
challenges ol recruiting women into sgience
and technology roles. Nevertheless we are
cantinuing Lo work on increasing our gender
balance in the following ways:

» Xaar operates in a male dominaled industry
and we are working lo ensure thal our hiring
managers are irained o understand and
recognise gender bias. We do, however, receive
significantly fewer applications from fermales
for techrnical roles.

Our Talent Acquisition teamn assists hiring
managers by giving practical advice, support
and manitoring lor gender bias. We seek to
have both lemale and male candidales as parl
of |he hiring pool whenever possible and we
conslantly review our processes Lo ensure we
are encouraging more kermale applicants.

Xaar 15 supporting Cambridgeshire Engineers
of the Future by sponsering local schools’
Imagineering Clubs, which is designed to
introduce children to engineering and hopes
to inspire young people and especially girls
to take up STEM subjects. A number of our
wormnen fram Engineering parlicipate in lhese
endeavours,

We supporl all employees to achieve

their potential with a talenl management
programme and we offer flexible working
arrangements lo support working parenis.

Pension

The Group Personal Pension scherne is
administered by Scottish Widows, The Company
pension coniribution far Direclors bor cash
allowance equivalent| does nol exceed the
contribution available Lo the majorily of lhe
warkforce, currently 6% cf base salary.

All the equity assets in the Pension Portfolio
Funds now track indices, which exclude certain
slocks on environmental, social and governance
[ESG) grounds.

The funds. managed by their slrategic pariners
State Streel Global Advisors [SSgAl and
BlackRack, Lrack new benchrmarks, which
reflect exclusions policies, aligned wath Scotlish
Widows' own pelicy introduced in 2020. The new
benchmarks are amended versions of existing
FTSE indices. They incorporaie all of the stocks
inthe oniginal indices, for example the FTSE All-
Share, minus the excluded stocks.
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Companies excluded from Lhe indices include
those thal are severely violaling inlernalional
standards in relation lo human righls, labour
rights, the environment and corruption, known
as the UN Global Compact [UNGC), controversial
weapons manufaclyrers and those involved in
thermat coal or oil sands.

Flexible benefits

In addilion to the pension contributions,
employees are also offered a range of flexible
benelils each year, against which they ¢an obtain
individual and family cover including income
proteclion and life assurance. Wilhin the UK,
there are a number of salary sacrifice schemes
for employees including an eleclric vehicle
scheme for employees te lease a new electric
vehicle and a cycle 1o work scheme where
ermnployees can obtain finance and discounts
on new bikes including eleciric options.

Employee health and wellbeing

Employee health and wellbeing remains
a keen priority for Lhe Group.

In line with this appreach, the businesses within
the Group have prioritised different initiatives
that best reflect their workforce, such as
volunteering and employee wetlbeing policies,
regular wellbeing weeks, step challenges,
weekly Yoga sessions, qualilied mental health
first-aiders and other aclwilies to encourage
and pramole a healihier worklorce.

As parl of the Flexible Benefils programme,
employees have access 10:

« Health Shield, a health benelil solution
offering access to discounts and re-
imbursernent of healthcare cosis such as
denlists, oplicians, physiclherapists and
health checks.

Fitness, employees can pay lor gym
membership or gain access to gym discounls
via a website, that also olfers discounls on
ilems such as litness trackers, experience
days and sporls clothing.

» Wellbeing via an Employee Assistance
pragramme, a posilive preventalive
programme of infermatien, advice and
services thal can hetp individuals deal with
events in their everyday work and personal
ufe, including bereavement assistance,
manager consultation and coaching. and
immediate crisis intervention, through
lelephone counselling teams 24/7.

Training, development & retention

The role of Traimng and Developrnenl Manager
was added to the HR function in 2022 wilh key
enhancements to Lhe oflering including:

» Anupdaled suile of Learning and
Developmenl tacls being developed

1o ensure key skills are developed

and enhanced.

1,850 hours of professional development
being underlaken.

Internal courses are develeped in
conjuniction with he Instiiule of Learning
and Management [ILM] lo suppert key
manager developmeni

Xaar plc ~ Annual Report and Financial Statements 2022

« An Apprenticeship Programrne was embedded
with lour engineering apprentices jeining the
prograrmme across the Group.

The Group operaltes an online performance
management and appraisal systemn providing
oppartunity for individual discussions on
training needs and career planaing. This

is supported by a lalenl management and
succession planning process irom which Lhe
Execulive Managemenl Team assesses the
oulcomes, [ermulates aclion plans and reviews
progress. Two lalent Development Coherts
have been established with indiwdual and group
learning planned for 2023.

The Board is kepl informed of the results. The
loss of key personnel is identified by the Board
as a key risk and is sel oul in [urther delarl in
the principal risks and uncertainties table on
page 51. Voluniary tabour lurnover was 10.6%
across the Group n 2022 [2021: 5 5%I.
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~ Sustainable and responsible busiggss continued

Innovation

Xaar recognises that
innovation is key to
achieving many of the
sustainability goals across
all four pillars that support
our Sustainability Roadmap.
For 30 years, we've been
reinventing inkjet and
reimagining what's possible
for printheads.

In 2022 we relaunched the Producl Lifecycle
Management pracess in all parls of lhe Xaar
Group. It is used to develop new and innovative
print related producls: this now includes Design
for Envirgnment as part of the development
considerations. Eco-design 15 the systematic
application of environmental litecycte
considerations al the product design slage.
The aim of eco-design is 1o avoid or minimise
significant environmenlal impacls al all slages
ol the liecycle of a product, from sourcing of
raw malerials and purchased companenis,
design and manufaciure, Lo disiribution, use
and and-of-lUfe disposal.

We are researching ways 10 use biodegradable
structural parts in the manutacture of our
products. An area of tocys is to Hind an
aliernalive, more suslainable malerial lhan
Polylactic Acid [PLAJ which is a biodegradable
plastic used 1o prin( the majority of our jigs and
fixtures. Que Operations tearn has successiutly
irialled the use of recycled PLA filamenls
generated from relurned and wasie PLA.
These are supplied in 100% plastic-free
suslainable packaging with easy to recycle
cardboard spools.

We are alse examining the praperties of Fishy
Filamenis, a prinling Jlament manulaclured
[rom end of lile Tlishing nels recovered from
Cornish lishery fleats.

i addition, we have high hopes that a8 new
material tn develapment at Fishy Filarments
rmay be resistant to ink fluids, and therelore be
a candidate bor manufacture of printheads.

Precautionary principle

The Company supports Lhe precautionary
principle by avoiding materials and production
rmethods that pose environmental and health
risks when suitable alternatives are available,

Xaar conlinues Lo review changes in the
Restriction of Hazardous Substances Cirective
[2011/65/EU}. As a resull we are working harg
Lo eliminale Substances of Very High Concern
{SVHC! from the manufacluring process.

38

Slralegic Keporl

Resource efficiency and circularity
Qur products and processes are designed

in such a way thal energy and raw snaterials
are used elticiently, and waste and residual
products are minimised over the product
htecycles.

We have implemented a successful circular and
resource eflicienl appreach lo the recovery of
key electronic and piece parts from printheads
that do not meel our high standards. This
innovative approach, along with considerable
sourcing efforis. has enabled us to continue
production despite globai shertages and has
enhanced our business resilience.

Environmental performance

The Company rouvlinely audits, lotlows up and
reporls on its enviconmental performance,
wilh particutar emphasis on evaluating the
potentiat risks of present and fulure products
and operations.

Product guality

We issued a number of Technical Buileling
throughout the course of 2022, advising
customers an product updates, systeay
impravernents and praduct end of life
announcements. No produck recalls were
iniated in 2022

Xaar ple - Annyal Repert ang Financial S1atemants 2022
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Sustainable and responsible business continued

Community

Xaar is proud to play an active
rale in the communities in
which it operates.

As part of our commitenent 10 social value ang
communily we have an active programme of
spensorship for projects and initiatives that
are aligned 1o gur business values.

Far examptle our Printhead business
sponsors an limagineering Club within a locat
primary school [Stukeley Meadows Scheoll.
Imagineering Clubs are designed to introduce
children ¢ engineering theough fun activities
Qur employees provide their Lime 1o suppurl
these within work hours.

In June 2022 we welcomad ten pupils from
Stukeley Meadows Schael in Cambridgeshire
on site for a day of activities and learning. This
was nal simply 3 great way to add value and
connect with our local community. it was a
valuable and energising way to inspire the next
generalion ol youngsters threugh STEM-based
aclivities |'Science, Technology, Engineering
and Mathematics]

Charities

Al a strategy and policy level, we have updated
and published a Group Charity Policy. Moving
forward, it will help us to define how we

select and work with our charity partners.

We lhink this is an imporlant part ol our
ESG/Suslainability agenda and will be a

uselul Irarmework.

Xaar contributes annually to charilable causes
through three tupds:

A chasen charilies tund: with pur three-year
allilialion lo Break Lhe chosen charilies fund
in the LUK has promised to match-lund up to
£20.000 raised by siaff each year from Aprit
1o April.

in the US. EPS continués to suppart
Manchester Machine Makers, a clyb that ts
dedicaled lo promotion of STEM subjects.

A Sponsorship fund: for stalf and Lhesr familes
engaging in charily evenls or tearmn aclivilies.
Xaar will provide up to £100 towards an

event le.g. charity golf days, sporting events,
donations to community feodbanksh or team
sponsorship, Wherever possible the Xaar (ogo
should be incorporated le g. in a team sporis
kit). There is a fixed annual budget 1o cover

all siles.

A Ceniral lund: Xaar wilt donale monies as
appropriate 1o disasters and emergencies or
ather local causes not covered by the other
funds. This will be at the discretion of the
execulive team. In total, the Group made
charitable cantributions o logal and national
charities during the year totalling £2,956.
12021 £5,0601.

Charitable sponsorship

Chosen wilth iaput from our colleagues,

our charily wark inspired us (0 enter inic a
three-year parlnership with Lhe Easl Anglian
children’s charily ‘Break’ 1o help change Lhe
lives of vulnerable young people on the edge
at care, in care and leaving care fwww.break-
charity.org/charity/). We have set ourselves a
fundraising target of £20.000 - we aim to reach
this figure with the help of our internal Charity
Champions and Break.

While our fundraising activilies are clear

we hope that mentaring and potentially
employment opporiunilies may also be offered
as a result of this longer-term union.

Velunteering

Qur senior leadership team recognises Lhe
benelits Lo Xaar, our employees and to the
wider communily of a framework within
which volunleering can take place. Managed
well, volunieering can raise our profie
within the community and support Gur sacial
responsibility plans.

Xaar supporis employees’ volumary work/
aclwilies Dy providing ‘holiday matching of up
1o lwo and a hall days a year. We believe Lhis
will help them get involved in their community.
suppor! employee mental heallh and wellbeing
lhrough positve aclivilies and additonally
assist them in develeping new skills and hone
existing ones.

40 Xaar pic - Annual Report and Financial Statements 2022

Strategic Repord

Xaar has donated and grant matched time

off to an employee 1n 2022 (o iravet overseas
and suppoert construction of a school/facilities
building in Alrica. Thal employee was so
enthused by the ellect ol his conlribulion that
Xaar intends to support grant malched time off
far a lollow up projectin 2023.

Political donations

The Company has a lengstanding glabal policy
against making coniributions to palitical
parties. political cornmittees or candidates
using Campany resources {including monelary
and in-kind services}, even where permilted

by Law.

No political donalians were made in Lhe current
or previous year,

Taxation

We airn lo manage our lax affairs in accordance
wilh national legislative provisians and within
the guidelines set down by Lhe Organisalion

for Economic Cooperalion and Developmenl
{OECD!. Dur objective is ta struclure pur
operaticns lax efficienily and take advantage of
available incentives and exemptions provided by
governments for eligible capital investments,
R&D and similar expenditure.

We do not enter inlo any arlilicial lax
arrangements,

We have nol received any fines or penalties
trom any governmenl tax agencies.
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Task Force on Climate-retated Financial Disclosures {TCFD])

in meeting the requirements of Listing Rule 9.8.6 R, the Board has concluded that:
We comply wilh Lhe recommended disclosures acress each of \he provisions. See below lor delails,

Disclosures Recommended disclosures

A. Governance

Disclose the 1.

organisation’s
governance around
ctimate-related risks
and opportunities,

Describe the board s oversight of

climate-related risks and apparlunities,

Respunse

The Xaar plc Board reviews key climale-relaled risks and opporlunilies and
overseas miligation slralegies as par( of the bi-annual review of principal and
emerging risks,

Alison Littley, Senior Independent Director. has spegific responsibility for ESG
matlers. including climate change and sustainability.

8. Strategy

Disclose tho actual ang 3.
paotential impacts of
climate-related risks

and opportunities on

the organisation’s
businesses, sirateqy,

and financiat

planning where

such informationis
material.

Describe ranagement’s rale in
3s5es8ing and managing climate-
related risks and opporlumbies,

Describe lhe chmate-relaled risks
and opparlunities the organisalion has
dentified over the short, medwm, and
long term.

Execulive management receives reporls [rom an ESG Commitiee whase
members consist af senior managers across lhe Group.

The ESG Cornmitles meets on 3 quarterly basis tp assess the opporiunities
ang proposals developed by the Sustainability Working Group.

The Suslainability Working Graup meels reqularly and is griving aur
roadmap whilst also receiving information (rom both the Carbon Nel Zero
team and Energy Elficiency team.

See gavernance structure on page 60

We campleled climale scenario planning out la 2100 across two climale
scenarios le.g. RCP 2.6, RCP 8,51,

The review examined alt Xaar sites globatly and our tap ten critical supplier
sites using 12 separate climate models, in each case the RCP B.% model
was used ko assess risks at the most extrerne expected lemperatyre rises
|4.5aC)

The report concluded physical nisks are low (o very tow in almos! atl cases.

There are two Xaar sites al risk of flooding:

« Bayes Streel Keliering - surface water high risk
« Fuzhou Avenue, Bao'an District Shenzhen - ane metre above sea level

There are three supplier sites ol lenr analysed with risks;

+ Site 1 IPRO PID five melres ahove sea level near coast

« Site & Fabrirel live metres ahove sea level prolecied by Bangkok
[Tkemintand]

» Site 5 CTS Tisnjin China 0 metres above sea level near coas!

Mitigations

China is expected to create one metre coastal defences to protect its major
population centres and both the Xaar and CTS sites are part of major
papulatisa centres and shoutd be part af these coastal actions.

IPRO PID at five metres will not be alfected for a long time, so there i1s plenty
of ime lo manilor actual sea tevel rise before making any risk judgement.

Fabrinet at live melres, and 70km inland will nol be allecied lor a long tire,
5o there is plenly of lime Lo monitar aciual sea level rise before making any
risk judgement. We expect coaslal defences lo be put in place Lo pralect
Bangkok which will alse protect Fabrinet.

See Risk management on pages 53 to 54

4 2 Xaar pir - Anayal Report and Financial Statements 2022
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Task Force on Climate-related Financial Disclosures (TCFDj continued

Disclosures Recommended disclosures

D. Metrics & Targets continued

Response

190. Disclose Scope 1, Scope 2, and, of
appropriale, Scope 3 greenhause gas
[GHB) emissions. and the relaled risks

GHG emissions are disciosed as per the SECR requirements for
Scope 1 and Scope 2.

An initial assessment has been compleled for Printhead business unil Scope
3 emissions, and g houndary developed.

We have recognised Scope 3 emissions arising from ermployee travel

and commuling; 8 model has been generated lo allow an eslimate ol the
upsiream value chain and direcl interaction wilh suppliers lo validale lhe
quality of this modelled data has been initialed. Downsiream value chain
aclivilies have not yet been examined, and wilh the initial upsiream resulls
being approxwnatety 160 imes our own internal Scope T & 2 foolprint we
intent 1o focus on upstream value chain aclivities lor 3 number of years
belore moving to downslream review,

See GHG/SECR disclosure on page 45

11, Describe the targels used by the
organisation ko manage cimale-
related risks and opporlunilies and
performance against largels.

Xaar has commilted shorl-term largels:

« To achieve a net zero target by 2030
« 100% renewabie [greenl eleciricily at UK lacillies by Sep 23
« Zero waste 1o landfill

« Ditsel of alt Scope 1 & 2 Group emISsiONS 35 we conlinue to drive
reductions in energy use

See page 33 for progress summary

44 Xaar ple - Annual Report and Financial S1atements 2022
Sirategic Report
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Key performance indicators
Measuring our success

We monitor progress
against the delivery of
our strategic goals using
financial key performance
indicators (KPIs],

The Company uses a number of allernalive
performance measures |APMs] in addition 1o
Lhgse reporied in accordance wilh IFRS, The
Direttors believe (hal these APMs, shown,

are important when assessing the underlying
tinanciat and operating performance of the
Group and its divisians, providing management
with key insights and metrics in support of

the onguiny managenant of the Group's
perlormance and cash llow. A number of lhese
align with KPls and other key melrics used

in Lhe business and Lherefore are considered
useful 10 also disciose 10 the users ot the
Knancial statements,

The following APMs do not have standardised
meaning prescribed by IFRS and Lherefore
may not be directly comparable with similar
measures presenled by other companies.

See note 4 of the Group’s Consoligated
Financial Statements, for reconciliation
between adjusted and statutory items

2022 ligures and 2021 comparalive figures
are based on cantinuing operalions (where
relevant), and are subject 16 roungding.
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Revenue

Statutory

£72.8m

Continuing operations

Toial revenue for the Group was £72.8 million, an increase ol £13.5 milbon year-on-year
12021, £59.3 million). Revenue increased 23% year-on-year.

Revenue by sector €m

Industriat

7?2 £54.9m
2021 €40.8m
Packaging

2022 £12.9m
2621 £11.9m

industrial sector growth incorporales
the acquisition of Megnajet [£2.5 million).
the effect of a full year of FFE| revenue
[€6.4 million) and improvements Lo EPS
performance (£5.7 million).

Revenue by region £€m

EMEA
2022

2021

£28.4m
£23.7m
Asia
2022
2021

£8.2m
£12.0m

Americas
2p22
20

£34.2m
€23.6m

Xaar plc - Annual Report and Financial Statements 2022

Graphic Arts
2022 £4.7m

2021 £4.2m

Royalties
2022
2021

€0.3m
{0.4m

Declines in the wide format graghics and
labets markets are behind the reduction in
the graphie arts sector. Royaities from the
singie remaining licensee declined in Lhe
year and are expecled lo cease in 2023.

The increased revenue in Americas is
primarily due to the canltinued sales
turnaround in the EPS busihess and a key
US printhead custamer increasing stock
holding in the year

The Asia market was significantly impactad
by the €OVID- 19 lockdown measures

in China, which prevented OEMs from
assembling machinery in the region.

EMEA growth was predominantly drivenby
inorganic growth retated ta the FFE( and
Megnaget acquisilions.
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Risk management
Managing our risks

Key risk areas

The risks around our business are set out in more detail on pages 52 to 57, but the key risk
areas can be identified as being associated with the following:

Mariet

1. Competition
Monitoring and adjusting
ta competitive dynamics
such as pricing/promotion,
innovalion, resaurce
investmenls and market
share changes.

Risk owner: CED John Milts

2. ldentification of market
requirements .
Suecesslully developing
products with the
characteristics thal meet
market requirements within

3. Commercialising and

maintaining products with
cutting edge technology
Creating value by generating
innovalive products that
deliver signilicant customer
benefit.

5. Corohavirus [COVID-19

and varianis} ~ External
Tracking and adjusling to
the potential global impact
and external risks arising
fram pandemic response
and impact on customers/

the necessary imescale.

e e » 4. Merger and acquisition supply chain.

opportunities

Seek opportunities tg
expand, creale synergies
and generale grealer
shareholder value.

Operational Risk owner: CO0 Graham Tweedale

=

.Laws and regulations
Compliance with key {aws
and regulations in ait
countries Group operates in.

9. Supply chain 1
Optimising sourcing and
supply chain relationships
1o drive performance and
minimise operalional issues.
10.War in Ukraine and the
world economy
Staying resitient in the face of
challenging world economy
and a recession in the UK.

6. Climate change
Identifying risks and
scenario planning of phystcal
and transition impac! upon
operatiens and develaping
riligating actions.

7. Organisational capability
Having the right peopte in
the right roles.

B. Partnerships and alliances
Working with the right
companies, at the right time
on the right terms to deliver
lang-term vatue.

T Risk owner; CFO lan Tichias & Group 1T Director Graeme Smith

13.Cyber security risk
L oss of systemns or
confidential daia due (o
a malicious cyber-attack,
leading ta disruption to
business operations and
loss of data.

12.1T systems and
control environment
Strengthen [T infrasfructure
and key T systems.
Enhance and build
resilience by investing in
and implementing new T
infrastructure or IT sysiems.

Financial Risk owner: CFO fan Tichias

14, Ability to access 15, Customer credit exposure 16. inventory obsolescence 17. Exchange rates

sufficient capital

Abitity o access sufficient
capital to fund growth
opportunities,

48
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Offering credit lerms
ensuring recoverabilily 15
reasanably assured.
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Holding excess invenlory
levets when compared

to demand, that {eads

1o increased risk of
pbsolescence and wrile-of{
before consumption,

Monitoring global economic
evenls and miligahing any
resulting significant exchange
rate impacts.
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Risk management continued

Key updates since Half-year

Corgnavirus (COVID-19] - Internal/
Operatians - removed

As already indicaled in the Half-year repont, this
risk has significantly reduced due to a mature
vaccination programme in the countries Xaar
operates in, as well as well-eslablished and
well-tunctioning hybrid working arrangements
which have been operating for many months by
now, We do not consider this risk to be key tor
our operations any langer.

IT transformation — remavad

As already indicated in the Hall-year report,
Lhe rick around IT transformation has become
very low considering we're far advanced

in this journey. The second hall of the year
demenstrated continued success and meeting
ot imetables, which led us to downgrade this
risk ta removal.

Emerging risks

The Board penodically reviews emerging

risks, to consider and evaluate the potential
impact of newly identified risks against current
principal risks, and monilar developing issues.
The most recent report from Gartnar 1Q4 2022}
highlighled the Top 5 emerging risks relevanl
for the UK, and lhese were mapped against
exisling principal risks lplease see below).

Compliance

The Board has applied principte O of the 2018
UK Carporate Governance Code by establishing
a continuous process tor identifying, evaluating.
and managing the signiticant risks the Group
1aces which has uperaled hroughoul the year
and up to lhe dale of this reparl. The internal
control and risk management syslem is
designed 1o manage rather than gliminate the
risk of [ailure 1o schieve business objeclives and
can anly provide reasoaable and not absolute
assurance with respect lo the preparation of
financial information and the safeguarding of
assets aganst material misslatement or loss,

This also complies with FRC guidance on
risk management, internal contrel and
refated financial and business reporling
|September 2014).
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Stralegic Reporl

Laws and requlations - new risk

There is a risk that the Group may not be
compliani with existing laws and reguiations
in the UK and other countries the Group
operates in. This cauld be manilested through
babitiies around employee accidenls or
conseguences of enwironmental damage,
breaches of export contrels and cusloms,
(ack of awareness of econgmic sanclions

and product liabilily claims.

We must continually rewew and update our
operations and procedures, and ensure our
colleagues are fully infgrmed and educaled
in all applicable legal requirements.

Breaching any of these laws or regutations
could have sarigus culiseyuences for
the Group.

Climate change - update

The tisk was introduced in 2021 and in 2022
we have conducted a lormal assessrent of
climale-related scenarigs Lo idenlily risks
and opporlunities and the polential impact
of both physical and transition risks on the
Group's operations, stralegy and financial

planming. Afler the analysis was performed, our
assessment of the risk for the Group is medium

to low. Physical risks are low based on the

locations where we operate and transition rigks

will 3lsp remain low assuming we meei our

target ot Net Zero by 2030, which will be much

sooner than most of Llhe industey.

Risk name
i1, Estalation of Conflict in Europe

Cyher security ~ update

Cyber risks continue to be a signihicant area

ot focus for the Group tollowing the cyber
security incident in Ocloben 2020 [systermns were
recovered without disruption to Operations and
Cuslomer Shipmenls, ang cosis and damages
were disclosed in the Annual Reporl in 2021).
There have been no known incidenls since 2020.

Al mitigaling actions to this risk are disclosed

in the relevant section of this report. The key
updafes in 2022 were establishing an independent
external audit of Xaar IT Security & IT Security
Technical Controls on an annual basis and
achieving compliance wilh the Xaar Securily
Standard (Minimum Baseling|, or acceplable
alternalives, across all business unils,

Additianal plans for 2023 are establishing a
mgre comprehensive 1T Security ang Data
Protection training and education prograrnme
for all employees and reviewing cyber security
insurance policy proposals with the Baard

of Directors.

Link to our risk/relevance

10, War in Ukraine and world economy

2. Critical Infrastructure Faiture

9. Supply chain and

13. Cyber security risk

3. ESG Implementation Challenges

&, Climate change

4. Cloud Concentration Risk

Naot apoticable, mostly relevant far tinancial institutions

5. China Trade Tensions

5. Coronavirus (COVIO-T19] - External

Far all those risks, wea were able (0 idenlify identi¢al risks in the principal risks

we disclase in this report.

Xaar plc - Annual Report and Financial Statements 2022
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Risk management continued

Risk and link
to business unijt

Market
1. Competition

2. Failure to
identify market
raquirements

3. Commercialising
new products

4. Merger and
acquisition
opportunities

52

Impact

Failure 1o continually imprave may
mean that we tose market share or
have lo reduce prices. Since lhere
are lixed (aclory costs, reduclions
in sales volumes may substantially
reduce profil margins.

We are the only true independent
printhead cumpany in the world and
we are compeling with vertically
integrated large scale mullinational
companies

Praducts need to meet the
changing dermnands of the market,
including regulatory changes.

Faiture 1o mee} fulure market
requiremenls/specilications ould
impact on long-lerm revenue

and prafit.

Failure 1o 1es] new producis

under all relevant application
conditions could lead 1o unexpected
cos( and loss of reputation due o
guality lailures.

Qur strategy is predicated primarily
an organic growth,

Failure W realise the expected
henefits of an acguisition or past
acquisiion pecformance of Lhe
acquired busingss not meeting the
expected hnancial performance at
the ting acquisition terms were
agreed could adversely atfect the
strategic development, future
kinancial results and prospects

of Lhe Group.

Mitigation

Cormpetitive pricing polities are employed and product
partiolios and pricing are constantly monitered. The
re-alignment ol our go-lo-markel capabitities allows
us (o locus mare on our customers and o deliver
requesled producls into the OEM markeiplace.

Production elliciency improvernent programmes
are established to ensure that cost bases remain
competitive within the mackeiplace,

Regular communizalion and sharing of information
with cusiomers angd parlners lo enhance ‘peer-lo-
peer’ relatinnships. Markel reports and olher reliabte
sources are reviewed Lo improve demand jorecasting.

Contihued investment in inngvative techinical solutions
tor development of new applications from existing
technologies and launch new technalagies.

Regular. specific and deiailed reviews are
held to assess current and anticipated market
requirements, including expected regulatory
changes.

‘These reviews include regular cuslomer visils

between senior executives, lechmcal experis
and R&D team members lo develop a culiure of
innovation that focuses on delivering technical
solutions to original equipment manufacturers’
{OEMs] requirements.

Product developments are selected on appropriate
criteria. Product development activity is properly
managed wilh regular reviews of progress against
project plans, and gated mileslone reviews, We have
a rigarous product lifecycle managernent process
which ensures we deliver against our custamers’
requirements.

New products are thoroughly Lesled before launch.

Kaar's manufacturing tacilities are 150 9001
accredited. We proactively engage wilh customers
for all new praducls to ensure all incompatibilities
ace reviewed quickly using a consislent and
tharaugh investigation process.

The Board reviews the Group strategy annuatly.
Each acquisition is thoroughly reviewed by the
Board al each stage

Whenever a potential for M&A 15 identified. robus|
modeiting of the oppos lurily is undertaken through
involving Lhird party subject matter experts. The
compeltence ang independence of the third party
involved gets assessed separately by the Board.
Professional due diligence is a required step in

any acquisition.

Senior management and the Board montor
custorner and supplier activity through regutar
meetings and oiher sources such as nduslry
gatherings.

Senior managemenl reviews any relevanl M&A
aclivily in lhe markel and decides on specilic
aclions lo defend Xaar's position. The overall
tandscape is constanlly reviewed with assislance
from exlernal advisors.

Xaar pte - Annual Report and Financial Statements 2022
Strglegic Report

Likalihood
Magnitude Change

Untikely
Yery high

Given recent acquisitions

and strategic progress,

there is a well-detined value
proposition and product
development roadrap focused
on compelitive/markel (eading
producl fealures. This greatly
reduces the likelihcod of
emerging technology outpacing
gur own fevelopment.

Unlikely
Very high

Xaar's produck development
process and roadmap seiting is
now heavily anchored to end use
case custorner requirements,
and together with the recent
suegesslul launeh of Aquinox
ihis reduces Lhe risk further.

Possible
High

Although we endeavour to
work with bela partners al the
development stage, it is not
possible to test all applicalion
condilions pre-launch.

This risk is loreseen (o siay
al this level.

Probable
Mediym

Mulriple acquisitions over

the past five to six years have
been o signiticant learning
experience, which logether wilh 2
sirengthened senior team leads
i 3 reduced possible wnpacl.
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Risk management continued

Risk and link -
to business unit Impact
Operational continued

8. Climate change

7. Organisatianal

8. Partnerships

54

continued

Our people remain key 1o bur
business. Ensuring the righl pecple
arein lhe right rales is critical o our
fulure success and growth,

capability

Operations in remote locations or
highly cempetilive markels make
altracling and relaining skilled
employees challenging.

We nieed (o alicact and retain the
right talent 10 enable achievement of
our sirategic aims. Failure te do this
risks delivery and growth.

Key managemenl personnel are
eritical lo success of our business.
Losing them without adequaie
sutcession planning could have &
significant irmpact on the Group's
performance.

1{ key partners we have alliances
with are acquired, 1his can change
Ihe relalionships they have with us.

and altiances

Slrategic Reporl

Mitigation

Transition risks

Develop Sustainabilily Roadmap to deliver
‘Met Zero by 2030

Oulline melrics and targels in supporl of
reducing greenhouse gas emissions and
developing Science Based Targets (o 1.5°C
across Scape 1, 2 & 3 emissions. Carbon
pricing presenls a £1.3 million risk if no actions
were taken to ceduce the supplier Scope 3
impacl before 2030 {rmodel suggests itis
around 21.000 tCCO.e in 20221

Conlinue reducing carbon use to mmimise
impact, and 1o become 3 low carban
manulacturer

Analyse Supply Chain Infrastructure Risk
Exposure

\dentify spend 1o 5ave” projects that are cash
genarative

Conlinue GHG mitigation aclions 10 mainiain a
carban neuiral posilion

*

= Develop transparency and credibilily in
net zero’ commitmenis wilh veriiizble plans
and progress in balh near-lerm and medium-
term aclion plans.

Qur facus is 1o minimise the volumary lurnoves of
employees, through belter hiring for fit, improved
induction procedures and employes engagement
insliatives.

The Group reviews remuneration to ensure that the
appropriate reward packages accompany a fulfiliing
work environment.

Annual performance management reviews for Lhe
majority of erptoyess 10 idenlify talent and develep
key employees.

tnvesiment te buitd a tearning orgamsation with
focus on cullyre, reward and recognition.

Succession plans are being developed (o highlight

" key personnel risks with mitigation plans being
_developed.

Campaigns 1o increase perlormance and
development ol communicalion belween managers
and employees lo ensure alignment 1o Compary
objectives.

The IP and Legat taam locuses on the éxtensive
review ol legal agreements and in parlicular IP
wilh such pariners,

Parlnerships are constantiy reviewed bolh internally
and wilh those partners at the most senior level

to develop long-term partnerships and supply
agreements ko the benefil of both parties.

Where significant investment and research is
undertaken there will be confracival arrangements (o
ensure appropriate governance and Beard structure
to support the business and product developmenl.

Xaar plc - Annual Repart and Financiat Statements 2022

Likelihooo
Magnitude Change

Possible
Medivm

We have significanily increased
the sirength of the semer leam
to deliver the slrategy, our
volunlary turnover is below

the industry average and the
analysis of gur ackians praves
they have been eflective. So the
probability of this risk should be
reduced.

Passible
Mediuvm
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Risk management continued

Risk and link
to business unit

T

12, T systems
and contral
envifonment

13. Cyber
threat and
infarmation
security

56

Impact

IT networks, infrastructure. and
busingss systems resilience is not
suflicrent causing access issues lor
end users.

Inabilily to operate effectively or
loss of operaling capability.

Loss of informalion, incurring
financial or regulatory penalties.

Fraud commilted through
maniputation of iT business
systens or dala.

Malicious cyber-altack breaches (T
securily polentially leading lo:

Atoss of ITinfrastructure, business
syslems, or dala.

Disruption to business operations,
ranging from inability Lo operate
ellectively 1o a complete 1oss of
operating capability.

Unauthorised access 1o conlidential
or personal data and disclosure
externally.

Breach of infarmation secunly and
daia protection regulalions INCUFFING
financial penalties from regutators.

Repulational impact and potentiat
delerioration in cuslomer and
supplier relationships.

Loss of intelleclual Properly or
exposure of cormmercially sensilive
informalion,

Exlensive resources expended in
responding and recovering.

Mitigation

Investment hag been made to move to a hybrid
cloud model, strengiben the resilience and securily
of our IT infrastructure, rationalise and modernise
aur business syslems, and re-align syslems wilh
improved operational business processes.

Developed the IT Service Delivery naturity and
increased tapacity in the Groug IT function.

Access Lo syslems and dala is only provided

on a ‘need-lo-know' and 'least prilege’ basis
consislent wilh the user’s role and requires the
appropriale aylhonsalion.

Key business systemns are being develeped to
sirengthen |7 system controls and further reduce
the berden fram manual controts.

{mptermenled a Mulli-Faclor Authentication solution
For VPN. MFA rolled oul lo prolect key business
systems including CRM and HR,

Enlerprise Backup Solution provides an immutable
copy of all key business systems and data enabling
complete systems and dala recovery within an
acceptable timeframe.

{mplemented a risk-based secunty testing approach
across 1T infrasiructure and systems lo identify
ongoing vutnerabilities and prioritise remediation.

Included a security workstream in the 1T
Transtormalion Programme.

Group 1T Director provides an information Security

-update to the Executive on 3 monthly basis and to

the Board of Oireclors every six months.

Established Xaar Security Standards (Minimum and
Enhanced Baselines] lg measure currem levels of
defence and recovery and lrack progress.

Eslablished a process of underiaking an
independent external audit of Xaar IT Security and 1T
Securily Technical Controls on an annuat basis. This
slarted in 2022.

Xaar plc = Annual Repert and Financlal Statements 2022
Sirategic Report

Likelihood
Magpnitude Change

Possible
High

The recent 1T controls gap
analysis has identified areas tor
further improvernent. which we
are going lo canlinue o wark on.

Possibie
Medium
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Non-financial information statement

This Annual Report contains the information required to comply with the Companies, Partnerships
and Groups (and Non-Financiat Reporting) Requlations 2016, as contained in sections 414CA and
414CB of the Companies Act 2006. The table below provides key references to information that,
taken together, comprises the Non-Financial Information Statement for 2022*.

Reporting information and risk management,
reguirement Group policies that guide our approach with page references
Envirenmental « Environmental Policy statement Risk management & principst risks, pages 46 to 57
matters » Envirenmental Sustainahdiw sialement Sustainable and responsible business, pages 30 w0 41
« Health & Safely Policy staterment Section 172 statement, pages 71 1072
+ Quality Policy statement, Company purpose, pages 73 ta 74
Our business modei, pages Bto 9
Employees + Absence Palicy « Flexible Working Policy Risk management & principal risks, poges 48 10 57
= Alcohol & Substance Abuse Paticy  « Gender pay gap report Sustainable and responsible business, pages 30 1o 41
« Annual Leave Policy « Gilis & Enterlainment Palicy Section 172 statement, pages 71 to 72
» Bullying & Harassment Policy = Grievance Policy Company purpose, pages 73 to 74
+ Capability Poticy + Health & Safety Policy Qur husiness model, pages 810 9
» Code of Conducl « Perlormance Planning Policy
« COVID-19 Policy slatement « Referral & Reward Policy
s Disciplinary Policy + Relirement Policy
« Equal Opportunilies Policy + Whistleblowing Pelicy
» Farnily Leave Policy « Working time regulations.
17, cyber + Conlidential Information Pelicy Risk management & principal risks, pages 48 to 57
security & data « Dala Proteclion Policy
protection

Social matters

Respect for
Autan rights

Anti-corruption
and anti-brikery
matiers

-

»

.

Email and Internet Policy
Mabile Phone Palicy,

Human Rights Policy
Charitable Donations Policy
Employee Valunteering Policy.

Human Rights Policy
Sanclions Policy
Madern Slavery Policy

Modern Slavery Act Compliance
Slalemenl.

Anli-Bribery & Corruption Policy

Anli-money Laundering Policy
Conitict Materials Policy

Corperale Criminal Offence Policy

Employee Share Oealing Code

Description of the business madel

Gifls & Enterlainment Policy
Whist(eblowing Pelicy.

Description of the principal risks in relation io the above matters, inciuding business
relationships, products and services likaly to affect those areas of risk, and how the
company manages the risks

Non-financial key performance indicators

PR

s inakte and resp

pages W to &

Risk management & principal risks, pages 4810 57
Sustainable and resp

Section 172 statement, pages 71072

ible business, pages 3010 41

Gompany purpose, pages 73 to 74

Risk management & principal risks, pages 48 1o 57

Sustainable and responsible business, pages 30 to 41

Our business model, pages 8ta ¥
Section 172 statement, pages 71 1o 72
Company purpose, pages 73 1a 74

Our business moedel, pages B lo ¥
Risk management & principat risks, pages 4810 57

Si inable and responsible b

Climate change, pages 53 1b 54

pages 30 to &t

Susiainable and responsible business, pages 30 to 41
Greenhouse gas ropert, page 45
Key performance indicalors, pages ab o 47

* The policies tistad above are avaitable to emplayees via our infranel, alangside corporale policies baing available on our website [ ps SR xaar.confenfabout/cor porate- policies/T,
Compliance with aur policies is monilored thivuah Lhe implementation of annusl compliapte slalemants, through surinlesnal audit lunclion, and locatly by our Ganeral Managers.

o8

%aor plc - Annual Report and Financial Statemants 2022
Strategic Reporl
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Governance at a glance

An experienced teadership team

Board composition

Compaosition

Execulive Direclor 2
Non-Execufve Direcior 2
Chair 1

Governance framework

The Board’s responsibility

for leading the Group towards
achievement of its purpose

is supported by a robust

Board of Directors

governance framework,

Biographies

Read moare ahout the Board on page 63

The Board has established a corporate
governance struciure with clearly defined
responsibilities, designed 1o safeguard and
enhance (he leng-ierm sustainable success
of Xaar, creating value and benehl for its
shareholders and other stakeholders.

Corporate Governance

Read more about Carperate

Governance on pages 73ta 78

. The Board delegates certain matters to its Principal Committees

Diversity

Audit
Committee
The Audit Committee
is responsible for
monitoring and reviewing
the integrity of the
financial reporting
process. including the
appropriateness and
ellecliveness of the
!'nternal Conlrols and

Male & Risk Manzgemeni -

Female 1 procedures al the Group.

Tenure
Chris Margan Chair
Appointed 1 April 2020
Read more on page 79
O-3years 2
3-byears
6 U Xaar plc - Annual Report and Financial Statements 2022
Gavernance

Nomination
Caommittee

The Nemination
Committee is responsible
tor reviewing the

size, structure and
composition of the Board
and providing advice to

-. the Board on Board and

senior managemeni
appoinlmenls and
succession planning,
manitariag of the
composition of the Board
and ils Committees.

Andrew Herbert Chair
Appointed 1 April 2020

Read moreg on page 82

Remuneration
Committee

The Remuneration
Commillee is responsible
for the development and
implernentation of the
Group’s remuneration
framework and policies
tor Directars including all
incenlives ang bonuses.

Alison Littley Chair
Appointed 1 July 2020

Read more an page 84
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Chairman's introduction to Governance

Qur focus on customers and a
product roadmap that reflects
current and potential customer
needs has increased the
guality and responsiveness

of the business, and means

we are well placed for further
performance improvement.

Andrew Herbert
Chairman

62

Governance

Dear Shareholder

1am pleased lo in{roduce this year's Carporale
Governance reporl lor e Linancial year ended
31 December 2022

The Board recognises that the way that the
Company doe¢s busingss is as imperiant as
what il does. A strong governance framework
with robust supparting processes acrass Xaar is
a key factor in detivering susiainable business
periormance, generaling value for shareholders
angd conlribuling lo wider sociely

A key part of the Board's rale is Lo provide
entrepreneurial {eadership, with appropriate
oversight. challenge and support 1o the
managemenl team.

Board focus and oversight

Key areas of the Board's focus during the year
included financial slabilily, the acquisilion and
integration of Megnajel, investrnent in product
development, the upgrade o cur Hunlingdon
manulacturing sile, strengthening our senior
management team with new skills and diverse
talent, and advancing our Sustainability
Roadmap.

UK Corporate Governance Code 2018
and 5.172 reporting

Qur report demonsirates (he way that we have
applied the principles and complied with the
provisions of the UK Corporate Governance
Cade 2018 during Lhe year and our approach to
governance in practice. Qur Code compliance
staterment can be faund on page 73. Further
details on the way Lha| our Qireclors discharged
their dulies under 5172 of Lhe Companias Acl
are sel oul on pages 71 to 72.

Board compasition

Succession planning is an imporiant part

of our governance processes. Furthermare,

as qur stralegy evolves, so do the skills and
experience required lor Lhe Board lo help drive
the execution of Xaar’s sirategy. Further details
of the wark undertaken by the Nominalion
Cosnmiltee during 2022 on succession planning
are on pages 82 to 83.

Board effectiveness review

An internal evaluation of the Board was
underiaken in December 2022. The findings of
Ihe review and our progress againsi the actions
irom 2021 can be found on page 76,

Stakeholder engagement and support
Building and nurturing strong working
relabonships with our slakeholders is ¢ntical

to our success and the develepment of gur
sirategy and is intrinsic in our day to day
aclivities. With the tifiing of the majorily of the
reslrichons related to Ihe COVID-19 pandemic
1 2022, Lhe Company has aclively engaged with
its customers 10 deat wilh disruption in supplies
and inventory shortages. Further detarls of how
we engage with slakeholders are set oul on
page 74, '

Aaar ple - Annual Report and Financial Statements 2022

Business conduct

¥aar aspires to the highest standards of
conduct. The Code of Conduct 15 applied
throughout the Company and helps

ensure that good gavernance extends beyand
the Boardroom. This Code, which works
alongside our values, relates lo Lhe Company’s
policies and procedures, whicir gulline the
responsibitilies ol our employees and Xaar as
an employer. These policies have been dewised
to protect our employees and stakeholders,

as well as lhe business inleresis of Xaar,

io ensure that we maintain high standards
both tegally and ethically. The Board receives
relevant updates on how the application of the
Group's culture and values are embedded jor
colleagues and the Group's witer stakeholders.
More details are sel on pages 73 to 75.

Engagement with shareholders

We believe Lhat communication with our
sharehalders is key. In addition 1o tlhe
comprehensive programme of inveslor
relations ed by Jokn Mitls and fan Tichias,

I proactively seek periodic engagement with
institutional investors. Both Alison Littley, the
Senior Independent Director, and | am available
ta meat with shareholders as appropnale.

Our AGM alse pravides an important opportunity
to meet with and answer questions from
shareholders,

Qn behall of the Board, | would like Lo thank atl
of our shareholders and stakeholders for their
continued support of the Company,

Andrew Herbert
Chairman

27 March 2023
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Directors’ report
Report on the affairs of the Group

The Directors present their Annual Report together with the financial statements and auditor’s

report for the year ended 31 Oecember 2022.

The Company has chosen, in accordance with seclion 414C111) of the Comparues Act 2004, to include mallers of sirategic importance in Ihe Sirategic
Repert which olherwise would be reguired to be disclosed in the Directors’ report. Anindication of Likely future developmenls in the business of the
Company and delails of research and development activilies and imporiant evenls since the firanciat year-end are included in the Strategic Reporl.
The foltawing cross-referenced material is incorporated inta this Directors’ report.

Non-financial information statement - Subject Matter

Section/Page

Principal risks and unceriainlies

Risk management on pages 48 to 57

Business model

Strategic Report on page 8

Emplayee engagement

Siralegic Report on page 9
Stakeholder engagemenl on page 71
Oireclors’ Remuneralion reperl on page 86

Equality. diversity, inclusion and human rights

Sustainable and responsible business on pages 34 o 37

Oisabled employees

Suslainable and responisible business on page 35

Supplier engagement

Stakeholder engagemenl an page 72

Engagemenl! with cusiomers and olher business relalianships (including
communily engagerment]

Stakeholder engagemenl an page 72
Sustainable and responsible business on page 40

Greenhouse gas emissions and enviranmental policies

Sustainable and responsible business (TCFD| on pages 42 to 44
GHG statement on page 45

Political donalions

Suslainable and respansible business on page 40

Ethics and governance, including Code of Conduct,
anli-bribery and corruption poticies

Sustaingble and respansibte business on page 34
Corpaorate Governance seclion an page 73

Branches

in addilion 1o the subsidiaries disclosed in nale 11 of the Company's separale hnancial slatements on page 168, there is a branch
in Stockhoim, Sweden through which research and development activities are conducted.

Dividends

Nointerim or fina! dividend was proposed or paid for the year ended 31 December 2022 '

Oetails on dividends are set out in note 8 on page 167

Capital structure

Details of the 1ssued share capilal. together with delails of the movements in the Company's issued share capital during the year. are shown in note 26,
The Company has one class of ordinary shares which carries no right to fixed incame. Each share carries the right to one vote at general meetings ot
lhe Company, excepl fer shares held in the Xaar Share [ncentive Plan trust, which hold no voling righis.

There are no specific restrictions on Lhe size of a helding nor on the Lransfer of shares, which are bath geverned by Lhe general provisions of the
Articles of Associalion and prevailing legislation. The Direclors are nol aware of any agivements belween holders of the Company s shares (hal may

resull in restrictions on the transfer of securilies or on voling rights.

There are a number af employee share schemes, namely, Employee Share Oplion Schemes [ES0P!, Long-Term Incentive Plans [LTIPs], Share
Incentive Plans [5iP], and Share Save Schemes {SAYE). There is a Delerred Bonus Plan for the Executive Directors, as introduced in 2020.

« Delails of the shareholding held in irust by Xaar Trustee Lid and held by the Xaar plc ESOP trust ars provided in note 28. These have voting nights

exercised by the Trusieas

« Delails of other share-based payment schemes are sel oul in nate 32. Shares held in Xaar ple SIP do not hold voling nights.

No person has any special rights of conkrol over he Company's share capial and all issued shares are tully paid.

The business of the Cornpany is managed by the Board, wich may exercise all the powers of the Company subject to the Arlicies and the Companies Act.

The powers of Directars are described in the Main Board terms of reference, copies of which are available on request, and the Corporate

Governance statement, division of responsibilities on page 75

Xaar plc - Annual Report and Financial Statements 2022
Governance
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Directors’ report continued

Directors’ liabilities

Xaar ple, Ihe ullimale parent company, and ils subsidiaries have granted an indemnity Lo all of the Directors of Xaar plc and of its subsidiaries against
iiabilily in respect of any petential proceedings that may be brought by third parties, subject te the conditions set aut in the Companies Act 2006. Such
qualilying Ihird parly indemnily grovision was in place during the year and remains in force 2s al the dale of approving Lhe Direclors’ reparl.

Share capital

As al 31 December 2022 the Company had been nolified in accordance with Chapter 5 of the Financial Conduct Autharily's (FCA's] Disclosure and
Transparency Rules ok the following material interests in its share capital:

Number Percentage

of ordinary oltissucd
Top 1en sharcholders by holdingl - at 31 December 2022 shares held sharg capilal
Schroder Invesimeni Mgl 22,327,769 28.45%
Ddyssean Investment Trust 8,500,000 10.83%
Aberlorth Pariners ' 7,402,509 ?.43%
tnvesco OppenheimerFunds 4,099,203 2%
Columbia Threadneedle Investments 4,491,840 5.72%
Hargreaves Lansdown Asset Mgl 3,708,560 396%
Interactive Invesior 2,589 81 3.30%
BMO Globat Asset Mgt 1,745,108 2.22%
A J Bell Securilies 1,394,013 1.78%
Barclays Wealth 1,204,775 1.66%
Total 58,963.608 75.13%

During the periad 31 Decernber 2022 to 28 March 2023, the Company had been nelified in aceordance with Chapler 5 of the FCA's Disclosure and
Transparency Rules of the following material inlerests in its share capital:

Number Percemiage

of ordinary ol issued

Changes in mareriat sharcholdings singe 31 Decomber 2022 shares held share capital
Odyssean Investment Trusl 9,415,000 12.00%

Annual General Meeting
The notice convening the Annual General Meeting is set out on pages 17010 174

Resatutions 1 to 8 set out in the notice of the meeting deat with the ordinary businass to be lransacted at the meeling. The special business to be
transacted al the meeting is set out in Resolutions 9 to 15,

Re-election of Directors

Resolutions 4to 8

The Company’s Asticles ol Associalion require the Direclors lo relire by cotalion al leasl once every three years, with lhe number 1o retire by rotation
at each Annual General Meeling being (he number nearest (6 bul not exceeding one third of (he Board. Howevar, the 2018 UK Corporate Governance
Code provides thal all Direclors should be subjec! 1o re-glaclion by their shareholders every year. In accordance with this provision of the 2018 UK
Corporate Governance Code and in keeping wilh the Board's aim ol lollowing best corporale governance praclice. all Direclors relire at 2ach Annual
General Meeting and ofler thernselves lor re-election

The Board has considered succession plans and i actvely seeking lo appoint @ new Non-Executive Director with a view lo thal person succeeding
Chris Morgan as Chair of the Audit Commitiee. Chns is standing for re-election this year bul, subject 10 @ successful handover, has indicated his
intenfion fo stand down from the Board by the end of 2023.

Directors’ Remuneration Policy

Resolution ¢
This Resolulion seeks shareholder approval for the Directors’ Rermunaration Policy.

The Directors’ Remuneration Policy can be found on pages 87 to 95 linclusive] of the Annuat Report and Financial Statemeats

Directors’ Remuneration report

Resolution 10
This Resolution seeks shareholder approval for the Direclors’ Remuneralion report.

The Directars” Remuneratioh report can be found on pages 84 to 104 {inclusive} of the Annual Report and Financial Statements

In accordance with regulations which came into farce on 1 October 2013, Resolution 10 ofters shareholders an advisory vote on the Directors’
Remuneration report.

6 6 Xaar plc - Annyal Repart and Finantial Statements 2022
Governance
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Directors’ report continued

Articles of Association

Resolution 15

it is proposed by Resofution 15, by Speciat Resclution, to adopt new articles of association. Furiher delails of the propased changes (o the Arlicles of
Assacialion are sel oul on page 174,

Further details on the prepesed changes to the Company’s articles of association are set out in the Notice of Annual General Meeting on
pages 170ta 174

Action to be taken

As detaited in the noles lo 1he notice convening lhe Annual General Meeling, you will not receive a Form ol Proxy lor the Annual General Meeling in 1he
posl. Instead, you can vole onling al www.signatshares.com. To register, you wilt need your inveslor Code, which can be lsund on your share cerlificale; once
logged on, click on the Vele Online Now' bullon to vole. Proxy votes should be submilled as early as possible and in any evenl. no later than 48 hours before
the start of lhe meeting lexcluding weekends and public holidays). Shareholders attempling 1o attend the meeling will be refused admission.

You may request a hard copy proxy form directly from the registrars, Link Asset Services on 0871 664 0300. (Calls cast 12 pence per minute plus your
phone company's access charne If yau are ouiside the United Kingdom, please call +44 371 644 0300. Calls outside the United Kingdom will be charged
at the applicable international rate. | Lines are open between 9.00a.m. to 5.30p.m., Monday to Friday, exctuding public holidays in Engtand and Wales.

Additional infarmation for shareholders

The lottowing provides the addilional informaticn required for shareholders as a resull of the implementation of the Takeavers Direclive into UK law,
The structure of the Company's issued share capital is shown in note 26.

Details of ordinary shares held in Lrust owned by the Company can be found in nole 28.

The Company is not aware of any agreements belween shareholders that may result in restriclions on the lransfer of securilies antfor voling righls.

The Directars are autharised lo issue and alto! shares and to undertake purchases of the Company's shares. Appropriate resolulions
lo ranew Lhese aulherilies are proposed to be passed al the Annual General Meeling as detailed above and nolice of whichis on
pages 170 1o 174.

The notice of the Annual General Meeting is on pages 170 to 174

Ordinary shares ,

On a show ol hands at a general meeting of the Company every holder of ordinary shares present (n person and entitled to vote shall have one vote tor
every grdinary share held and, on a poll, every member present i person o by proxy and entitled to vote shall have one wte for every ordinary share
held. The nolice ol the Annual General Meeting on pages 170 o 174 specifies deadlines lor exercising voling righis eilher by proxy nolice or present in
person or by proxy in relation to resolulions to be passed al Ihe Annual General Meeling.

All proxy voles are counted and the numbers for, against or withheld in relation to each resolution are made available at lhe Annuat General Meeling and
ave published on the Company’s websile after the meeting. No person holds securities carcying special rights with regard to control of ihe Company

Restrictions
There are no restrictions on the transler of ardinary shares in the Company other than:

« certain reslrictions may [rom tlime 1o time be imposed by laws and regulations lior exampie. insider trading 1aws and markel requirements relating
1o close periods); and

= pursuant ta the Listing Rules of the FCA whereby all employees of the Company require the approval of the Company to deal in the Company’s
securities.

Articles of Association
The Campany's Arlicles of Assacizlion may anly be amended by a Specisl Resolulion at a general meeling of the shareholders. Directors are
reappoinied by Ordinary Resalulion 3t a general meeting of the shareholders.

Appointment and replacement of Directors

With regard ko the appointmen! and replacement of Direclors, the Company is governed by ils Arficles of Association. the UK Corporate Governance
Code, the Compantes Act and prevailing legislalion

The Board can appomni 2 Directar but aryone 5o appointed must be etected by an Ondinary Reselulion al lhe next general meeling. All Direclors are required
lo submil Lhernselves for reappointrnenl every year at the AGM {see: Re-gleclion al Direclors. abovel in line with Lhe UK Carporale Governance Cade.

A Director may be ramoved by the Company in certain circumstances sel oul in the Arlicles of Association or by an Ordinary Resolution

of the Company.
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Directors’ report continued

Viability Statement

The long-ierm viability of the Group is assessed by the Direclors as part of Lhe risk management precess and reqular straiegic reviews.

The Company has underlaken lhorough sirategic planning of all four business units which has resulted in a three-year plan whiclh lakes inta
censideration the principal risks, product portfolios and R&D roadrnaps, the market opportumties, our compelitive position, core capabilities, and the
cost siructure, effectiveness and elficiency of the organisation.

Detaits of which are outlined in the strategic review an pages 14 to 28
The plan forms Lhe basis for sicalegic aclions 1o be taken across the Company and Lhe key abjectives for each business. These objeclives. and the key
performance melrics associated with these, are regularly reviewed by the irectors.

The Campany is aware that it operates in an uncertain environment and taces risks both internally and externally that could potentially impact on the
Company’s atility to achieve i1s strategy.

The principal risks and uncertainties faced by the Company are included on pages 48 to 57

As part ol the process of reviewing Lhese risks, and other potentiaf risks, tha Board assigns responsinbly for these (o members of (e Execulive
Carnmitlee. ! is Lhe responsibilily of Ihe Execulive Commillee members 1o manage Lhe risk and Lthe miligaling actions. This ensures thal the Cornpany
manages Lhe risks il laces approprialely and that Lhese are considered in all financial models.

The Board has assessed the viabilily ot the Group over a three-year hmelrame based on the developmenl cycles of our compelitors and those of our
custorners and the probabitity this could lead to technological advancements that disrupt the markets that Xaar operates in.

The Board has considered plausible principal rishs and the linancial irnpacts Lhal these could have over a three-year period were conservalively
assurmned in the Group's mid-lerm planning exercise. The principal risks consigered were: 5. Caronavirus {COVID-19), 9. Supply chain ang 10. War
in Ukraine and world economy and Lhe (urther polential impacls of these were used 1o model 2 ‘severe but plausible’ scenario. The outcome of this
scenario is an B.4% reduction in revenue gver the three-year period.

Taking account of the Company's current financial posilion. operating perlormance, and the principal risks and uncertainties, the Directors have
assessed the prospects of the Company, and canfirm that they have a reasonable expectation that the Campany will be able to continue in operation
and meet its liabilities as they tall due for the next three years, to December 2025.

Auditor

Ernsl & Young LLP were re-appoinled in 2022 and have expressed their willingness o conlinue in office as audilor and a resolulion la reappoinl thermn
will be proposed at the forlhcoming AGM.

Directors’ statement as to disclasure of information to auditor
The Directors wha were members of the Board at the time of approving the Directors’ report are listed on pages 43

Having made enquiries of etlow Qireclors, each of these Directors confirm that:

« To the besl of each Direclor’s knowledge and beliel, there is no information relevant to the preparation of their report of which the Group’s
auditor is unaware ’

» Each Director has taken all the steps a Director might reasonably be expected 1o have 1aken to be aware of relevant audit intormation and to
establish that lhe Group's auditor is aware ol that inlormation

This conlirmalion is given and should be interpreted in accordance wilh the provisions of seclion 418 of the Campanies Act 2006.

Approval

The Directors report was approved by the Board on 27 March 2023 and is signed on its behalt by:

n Mills
Chief Executve Offcer
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Section 172 statement continued

Employees .
Dur people are a highly skilled, lechnical, and valued woarklorce. They are essential 1o the Group’s ability lo slay ahead in a fasl-moving world.

Qur people play a crucial role in helping us pursue our sirategic goals and are core Lo the success of lhe business. We engage and support them
to achieve their full potential. There are reqular internal communications ram the management team and feedback from employee working and
represemative groups, such as the Sustainability team, Exec Exchange and Meet the NEDs. Regutar engagement with employees improves open
dialegue channels, collabaration, visibility of achievements and progress across the business. as well as transparency.

The heslth and safety of cur employaes is of the highest impeortance to us, More details of eur engagement with our employees
and the results of those engagements are set out in Sustainability and responsible business onpage 35 and the Directors’ Remuneration
report on page 86

Community

As 3 Group. we have a wide-reaching indirecl impacl on the cammunilies and environmenls we inleracl with and are commilted lo making sure thal
this impact is as positive as possible.

Xaar is a responsible citizen within our communilies, offering local recruitment, supporting educational institutions and the (ocat economy. Xaar offers
a range of employmeni epportunities for appreatices and we work closely with educational establishments. We look 1o minimise our impact on the
environment. We are invesling to reduce greenhouse gas emissions and have transterred electrical supply over to 100% renewable source, invested in
electric vehicle charges and instailed LED lighting.

More details of our engagement with our communities and the resulls of those engagements are set out in Sustainability and responsible
business oh page 40

Customers

Our customers depend on us 16 supply high quality products in 3 timely manner. We also support them in the development of their next generation
producis. They expect us Lo operate in a responsible manner maniaining (he highest standard of business ethics.

The Beard is regularly updated on the timeliness and qualily of producl deliveries lo our cuslomers as well as developments with targeted cusiomers,
new customer wins and a sales pipetine, including how the product roadmap aligns. Our sales and engineering leams engage with our cuslorners and
solicit feedback which is used Lo inform our technology roadmaps.

The key accounl management struclure across the business encourages rmeaningful, consislent and ongoing engagemenl wikh OEM and UD
cuslomers. There are regular exchanges with our cuslomers on their new pregrammes especially threugh enginger Lo engineer inleraclions so thal
we can better undersiand their emerging needs.

We worked hard 1o ensure our factories could continue to operale and supply our custorners even at the height of the pandemic.

we invested £6.7 million in R&D during 2023, locusing on those areas where we see Lhe opporlunily Lo supporl our cuslomers’ nex! generation producl
developments.

Mare details of aur engagerment with gur customers and the results of those engagaments are set out in our business model on pagesBlo ?
and individual business unit updates on pages 20 to 25

Suppliers
Our relalionships with our suppliers and pariners are inlegral to the delivery ol qualily producls Lo aur cuslomers and the eperational success of our
business.

The supply of goods and services o our operationsis critical to our overall success. We regularly review the performance of our suppliers and work
with them lo imptement improvemant pregrammes. .

The Group has established a comprehensive set of policies covering the areas of business elhics, We require our suppliers (o operale (o (he same
high standards and these are sel oyt in our Supplier Code of Conduc! which they are required 1o adhere lo. Thus ensuring high slandasds Ihroughoul
our Tier } supply chain, by measuring and auditing our key suppliers against specific crileria, including human rights (human trafficking. anti-slavery,
prohibition of child 1abour] and conllict minerats policies.

7 2 Xaar ple - Annual Report and Financial Statements 2022
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Corporate Governance statement continued

1. Board Leadership, Culture and Company Purpase cantinued

The Group has four main localians. The head cifice funclions, R&D, markeling, human resources, legal and finance are based in Camiridge. UK
The Group has 1our manufacluring lacilities with offices: ane in Hunlingden, UK, one in Hemel Hempstead, UK, one in Ketlering, UK and Ihe alher
in Vermoni, USA. The Group aiso has representatives in oiher glohal [ocations including l(aly, Spain, China, Hong Kong, and Sweden.

Refer to pages 6 to 9 for the Xaar business model

In accordance with the Directors’ duties in Seclian 172 of the Companies Acl 2006, the Board considers the likety conseguences of any decision in
the tong lermn. The Board incorporates the basis on which Lhe Cempany generates and preserves value in formation of the slralegy and sirategic
decision-making. ’

Refer ta page 71 for the s.172 disclosure

The key tocus this year has been on relurning lhe Graup to profit while developing capability and opporiunily lo deliver fulure growth, it has been

a prianty to mainlain Lhe progress made by the business in recent years during a period of macreeconnmic uncerlainty wilh inflationary pressures
in energy costs and canlinued challenges in the supply chain following the end of the pandemic. The Board has ensured there is a focus on aur core
competence of the design and manufaclure of warld leading printheads, Il has continued te ensure the financial pesition of the Company is secured
whilst alse looking forward Lo the longer-lerm slralegic options for the Group. including identifying potenuial further acquisitions that would bring
addilional value and synergies. In particular. the main Board decisions during the year were:

s Eonlinuing lo invest in R&D and the praduct ragdmap, with the launch of Aqumnox in Novernber 2022,

» Agreed the reorganisation of the factory in Huntingdon as parl of the project Lo improve efficiency and reduce cosls in manufacturing,

+ Completed the acquisition of Megnajet, one of the leading designers and manutacturers of industrial ink management and supply systems lor
digital inkjel, lo accelerate Kaar's growth strategy by creating a more iniegrated inkjet soluticn whereby customers can access more of the printing
ecosystem (such as ink supply systems and the electronics] from Xaar,

+ Continued Ine strenglhening of the Group's senicr managemenl leam with key appointments in operalions, R&D, HR and Finance.

The Board worked closely wilh executive management to redehine the Group's mission, visian and values which will underpin 1he Group's evolving
culture under the executive leadership team. Further information is in the Directors’ Remuneration reporton page 84 and Sustainable and responsible
business on page 30.

Engagement with shareholders
The Board and Direciors seek 1o build an 8 mulsal undersianging of objectives, belween Lhe Group and ils inslilutional shareholders by providing the
opporiunily lo meet al least twice per year, following interim and annual results, to provide an update on lrading and obiain leedback.

See Shareholder communications as part of the Directors’ Remuneration report on page 84
The Board uses the AGM 1o communicale wilh inveslors and 1o encaurage Lheir participalion,

Following a general meeting, voling results are published on the Company's websile. If Lhe votes against a resolulion exceeded 20%, an explanation
would also be published on the website. At the mest recent AGM in 2022, the majorily ol resotutions had less than 1% ol voles cast agamst the
Board's recormnmendation. The exception being Resolution 10 lthe power 10 1ssue shares by the Direciors) with 11.3% of voles cast against the Board's
recommendation.

The Company engaged with shareholders both throsghoul the year and specificatly in respect of resolulions where noteworihy voles were againsi the
Board's recommendalion, in arder to betler understand sharehaiders’ thoughts and align resolutions with the menbers views.

Feedback from brokers and financial PR

The Group's financial public relations advisors and lead brokers give all investors and poltential investors who have met with the Group's invesior
relations team the opportunily to provide feedback on the meetings. Additionally. the Chief Executive Otticer and the Chiet Financial Othicer provide
leadback to the Board at he meeting lellowing shareholder meelings Lo ensure that the Board. and in particutar the Non-Executive Direclors, possess
an undersianging al the views of Lhe Company’s major sharehoiders. Both Lhe Chairman and the Senior Independent Director are available lo meet
wilh shareholders as required.

Annual Report and Accounts

We review feedback from shareholders and other stakeholders and take this into consideration when drafting aur Annual Report and Accounts. We
rake our Annuai Repori and Accounts available on our website as soon as it s practicable following our final earnings release. Shareholders can
access up-1g-date Company infarmation, including video presentations, trom the investors seclivi of the Xaar website at wwavxaar.com.

Workfarce engagement

The Board continued lo hold employee engagement sessions which are held recurrently throughout 1he year with the three Non-Execulive Directors
being responsible on behalf ol the Board for workforce engagerment. Topics discussed were wide ranging but focused mainly around the stralegy and
direction of Lhe business, acguisitions and divesiments, suslainability, executive remuneration and alignment wilh the wider workforce, employee
training, opportunities for development, and the workings of the Board and 'governance, i.e. a lolal of six sessions in total.
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Corporate Governance statement continued

3. Composition, Succession and Evaluation continued

Diversity

The Board continues lo consider that diversily quolas at Board level are inappropriate, and is commilled le recruiting Lhe besl Lalenl available,
assassed against objective criteria of skills, knowledge, independence and experience. All candidales ace therefore considered on merit. The Company
doas nol apply any eslablished measurable objeclives in respec! of diversity quolas le.g. age, gender, ethnicily, disability. religion or educabional and
professional background] bul wilh reference Lo Lhe Cempany's Diversily Policy. More inforrmalion on Lhe Group's gender prolile is set oul m Lhe reporl
on Suslainable and responsible business on pages 35 to 34,

As the Campany grows. the Board will keep under consideration the requiremnents of ihe Parker Review {2017] to improve the ethnic and cultural
diversity of UK boards to better reflect their employee base and communities they serve.

A Board Diversity Policy was adopled by the Directors, on the recommendation of the Nominalien Commiltee. A copy of the policy is available on the
Company’s websile.

Board evaluation

The Board conducted an internal review of the effactiveness of itselt, with each Non-Executive Director. the Chairman and the Boasd Committees in
December 2022. A questignnaire was completed by the Direclors which loaked al all areas of the operation and managemeni of the Board and ils
Commillees. The Chairman held discussions with each Director on the resulls of lhe evaluation. The cutcame of the review was discussed by the
Nominatien Committee and aclions agreed by the Board. From the review and canclusions drawn, areas of impravement were deatified as lollows:

1. Toreview Lhe composition ol Lhe Board as part of Lhe succession planning process specihically laking inlo account Lhe skills and experlise
required as the business grows while also seeking to enhance Lhe diversily and experience of Board members and ensure that the Remuneration
and Audit Cammittees are meeting the abjectives of the business.

2. To cansider holding at leasl one Board meeling each year al a subsidiary location.
To increase the {requency of Board review to guarterly of the identification and management af risk across Lhe Cormpany.
4 Toimprove the evalualion and consideralion of the langer-lerm implications of changes lo sirategy.

Areas of impravement i¢entified in 2021 were addressed and actions 1aken and implemented during 2022 as follows:

2021 Recommendations Action taken in 2022

Board membership diversity, skills and experience to be reviewed and an additional  *  The Nomination Cammittee undertook a comprehensive

NED appoinlment {o be considered. review of the camposilion of the Board during the year and
has commaenced Lhe process 1o appoint a new NED.

Imarove the balance of time spent in Board meelings considering siralegic as The Board agenda was revised in 2022 to aliow more lime

compared 10 pperational issues, allowing sulticient Lirne for in depth discussion, debate  fer discussion on strategic issues. A strategy session will

and challenge. be held in 2023.

Furlher develop the approach to suceession planning and talent management in Lhe The Nomination Commiltee reviewed the succession plan

business Lo create greater opporlunity for progression and increased diversily among for the senior management team during the year and

the senior management and the Board. changes to the plan were approved.

Further detaits of the activities af the Nomination Committee can be found on pages B2 to 83

As part of the selectian process far any potential Divectors, any signdicant exiernal lime tcommitmants are considered belore an appomniment 15
agreed. Al Direclors are required 1o consull with the Chair of the Board and obtain the approval of the Board belore laking on addibional appointments.
Executive Directors are not permitted to take on maore than one signilicant appointment as a director of a8 FTSE 100 company or any other subsiantiat
appeintment.

The Board’s policy for indwvidual Director performance review is for a formal and rigerous appraisal process based on performance by the individual
Direclor against specific largets. Indivigual Director perfarmance is reviewed al least annually.

«+ The Senior independent Direcior, in consuliation with the other Non-Execulive Directors and taking into accouni the views of the other Oireciors,
appraises the performance of the Chairman.
» The Execulive Diractors, in consuligtion with Lhe Chairman, appraise the perfermance of the Non-Execulive Direclors.

it is the Board’s intention {o review its own perfarmance, and that of its Commutiees, at least once a year. AUl Directors were subject
10 shareholder re-eleclion al the 2022 AGM.

The biographies of the Directors, set cut on page 61, contain the evaluation of skills and experience beneficial to the Company so that the
Board recommends the re-election or election of each Directer .
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Corporate Governance statement continued

Summary of Board meeting attendance in 2022

11 Board meelings were held in 2022, wilh two additional unscheduled meetings for specific lems:

Scheduled Additional

Namp Board mestings meating
Andrew Herbert 1) 202
Alison Littley 11 (1] 2142}
Chris Morgan 110l 212
John Mills 10 2(21
l2n Tichias ’ 1101 212)
Board Committees
Summary ol Comrmitlee membearship:

Remuneration Nomination
Name Audit Committee Committee Commitice
Andrew Herbert Mo Yes Chair
Alison Lillley Yes Chair Yes
Chiris Margan Chair Yes Yes
John Mills . No No Yes
lan Tichias No No No
Summary ol Commillee meeling member atiendance in 2022;

Remuneration Namination
Name Aydit C * € i [+ ittee?
Andrew Herbert n/a 515l & 14
Alison Littley 414] 515} 414)
Chris Morgan 414! 5{s! 4 {4]
John Mills ' nfa n/a 313)

t The Commitlees may invite Board Directors whe are not Committee members to atiend Committee Meelings when the subject matter deems Their presence appropriate.
2 John Mills slaod down as a member ol the Nomination Comrmiitee in Novermber 2022

Figures in brackels denale the maximurtt number of meetings lhat could have been allended

Approval
The Beard confirms the 2022 Annual Report and Financial Staterneats, taken as a whole, is lair, balanced and understandable, and provides the
infarmation necessary for sharehalders to assess the position, performance, strategy, and business model of the Company.

The Corporate Governance stalement. which incorporales Lhe Directors’ Report, the Audil Commillee report, the Nominalion Commitlee report
and she Direclors’ Remuneration report, was approved by the Board on 27 March 2023 and is signed on its benall by:

ohn Mills

Chief Executive Dificer
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Audit Committee continued

Key areas of management judgement continued .

Accounting judgements continued

Revenue recognition - note 5

£PS and FFE! recognise revenue on the s1age of complelion for some of Lhe customer contract and performance obligations in the manufaclure

of bespoke machinery and equipment as well as some of the research and development services for detivery (o the cusiomer. Each manth an
assessment is undertaken of the work in progress and stape of comptelion in boih supply of individus! compenenls and labeur hours allocated to the
project against the expected project manufacture costs. The revenue determined is recognised upon Lhe proportion and stage of completion of tha
pertormance obligations. This asgessment enables an estirnate to be undertaken tor the expected profitability of the customer contract, cests incurred
ta date, and casts to compleie, but is subject to 3 level of uncertainty until the work in progress is tmalisad and the completed machinery and services
are avaiable tor final delivery and acceptance by the customer. The transaction price allocated to partially satisfied and unsatisiied obligations at

31 December 2022 is set out in note 5.

Estimation uncertainty

Contingent consideration - notes 11 and 22

In Novermber 2021, Stratasys Solulions Limited acquired the remaining 55% of Xaar 3D Limited for an inilial consideralion of US$13.5 million or £9.9
million in cash and a miteslune Consideration and 3% earn-oul consideralinn which are conlingent on the achievement of certain milestanes in respect
of the lulure revenue stream of Xaar 3D and shauld be estimated using a statistical simulation modet, This contingent consideration is measured

al fair value using a Monke Carlo Simulation model and the use of a recognised third parly. The Monte Carlo Sinulation model uses a number of
inputs that require estimation. The key ones are the risk-adjusied discount rate and revenue volatility. The milestone consideration and 3% earn-out
consideration are calculated based on the lerms of the proposed transaction and by reference to simulated revenue. This is then discounted back to
the valuation date using a discount raie over a period commensurate with the year in which payments are payable.The Group considers this mode!
16 be apprapriate. given the complex conditions associated with the mitestone consideration and 3% earn-out consideration. A sensitivity analysis is
pravided in nole 22.

Acquisition of Megnajet Ltd and Technomation Ltd - note 36

There is & high level of judgement surrounding the vatuation of goodwill and acquired inlangibles far any malerial acquisitions and Lhis applies o the
acquisition of Megnajel and Technemation in the year. An additional judgement was reguired around the classification of Technomation as an asset
purchase rather than a business purchase and was concluded as such as a result o) the applied concentration test under IFRS 3:871A)a. Managemen!
involved a third party valuation expert to estimale the value of the acquired intangibles and gootwill Lo ensure the judgements are appropriately
cansidered. -

impairment of gopdwill and intangibles [estimation uncertainty] - notes 15 and 14

The Group lests goodwill and intangibles annually for impairment or more frequently il there are indications thal goodwill might be impaired. Having
performed appropriate testing, no impairment has been identified and therefore no impairment loss has been recognised in 2022 [2021: £rl].
Management has perlormed sensitivily analysis on its reasanably worsl case scenaria lor EPS, FFE! and Megnajet and it has been completed on each
key assumption in isolalion. Reasonably possible change sensilivities are included in note 15.

Additional disclosure in ralation to key sources of estimation uncertainty and critical accounting judgements is provided in the Group
financial statements - note 2 on pages 121 3nd 122

Key activities
In discharging i1s responsibilities, the Comenitlee has completed the following activilies: -

Financial statements and reports

Reviewed Ihe Annual Reporl, financ:al stalements and the hall-yearly linancial report including disclosures made Lherein, and conlirins that Laken
as a whole, they are fair, balanced and understandable, and provige the inlormalion necessary for shareholders Lo assess the posilion, performance,
stralegy, and business modet of the Carmpany .

Rewewed Going Concern and Viability Slatements and supporhing assessrments
Reviewed reports from the external audilor on their work and tindings
Reviewed the etfectiveness of the Group's internal control environment.

»

Internal controls and compliance

To assisl the Board with its responsibilities 1o effectively delermine the nature and extent of the Group’s signilicanl risks [as described on pages 52 to
571, the Cornmittce carnies oul a robust annual assessment of the principal risks and uncertainties facing the Group.

The Board remains ultimalely responsible for determining the nature and extent of the effectiveness of the sk management and internal controls
systems which mitigate potential impacts on sharehoider investments and the Company’s assets. The Corporate Risk Register is reviewed ang
chatlenged bi-annuatly by the Audit Cammittee,

The Committee having performed the annual review of the Group’s internal control processes considers the systems (o be effective and in accordance
with the Guidance on Risk Management, lnlernal Conirgl and Related Financial and Business Reporling as issued by Ihe FRC. in order 1o supporl the
arowlh of the business and the implementalion of Company strategies, the Committee recognises the need 10 continue Lo review the adeguacy and
eflecliveness of our control iramework.

The Cammillee underiakes this evaluation having:
+ Reviewed the inlernal financial controts and risk managemen syslems

+ Reviewed fraud detechon and the systems and controls tor the prevention of bribery including employee conbirmaticn of abiging by the Code ot
Conduct, Anli-bribery & Corruplion, and Whistleblowing policies

80 Xaar plc - Annual Report and Financial Statements 2022
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Nomination Committee

The Nomination Committee is appointed by the Board from the Non-Executive Directors of the
Company and the Chief Executive Officer, The Chair of the Committee is Andrew Herbert.
The Commillee met four times during 2022. When specific issues or changes need lo be addressed, such as Lhe appointment ef a new Board member,

the Commillee may meel on additional occasions on the request of any member of the Commitlee. Please see the lables on page 78 for details of Lhe
Committee rembers in the year and the number of Commitlee meetings allended.

Responsibilities

The Nemination Committee's main responsibilities, as outlined in ts terms of reference. are:

*

Reviewing the size, slruclure, composition and independence of the Board and its Commitiees
Identifying and naminating candidates to fill Board vacancies as the need arises
Ensuring adequale succession planning is in place for Executive Directors, Non-Exgcutive Direclors and members of the seniar management team

Making recommendalians to the Board on the appainiment of new Executive and Nen-Execulive Directors and their reappoiniment fellowing
relirernent by rotation
+ Reviewing the resulis of the annual Board performance evalualion process.

The Commillee Chair will nol chair the Commillee when il deals wilh the appointment ol a successor Lo Lhal role. The Commitlee shall review ils
(erms of reference annuatly and may recommend to (he Soard any amendments. The terms of reference of the Committee are available on wrilten
reques! [rem Ihe Comnpany Secrelary.

The Nomination Commitiee’s role in the compasilion, succession and evaluaiion of the Board is disclosed in the Corporale Governance stalement.

Boardroom diversity

The Commiltee is comnmilted to ensuring that recruitment and prnrnonon of individuals throughout the Group, including those at Board and senior
management level. always consider relevant skills, experience, knowledge and ability without gender or ethnicily bias. Succession planning is
periormed and all appoinlmenis sre made an meril and suilability against objective selection criteria with due consideralion of, amongst other
things, ihe benefits of diversily, including gender and ethnicity. Delails of the workfonce split by gender are sel aut on page 35.

The Baard approved a Diversily Policy in respect of ils membership in February 2023. ILis cognisant of Lhe benefits of & nch mix of backgrounds,
experience and skitls. The present Board is 20% female versus 80% male lone female and lour males). The Board has aot set any measurable
ohjectives in respect of a dversity quola but appaintments made 1o the Board in the past four years have demonstrated our inclusive approach, which
the Nomination Commiliee expects to maintain fer any and all future appeintments.

Furlher disclosure of informatian in respect ol diversily and equal opportlunilies policies for the Group is in Lhe Sustainable and responsible business
report on pages 35 and 36.

Key issues and activities :

In 2021 and further 1o )implementation of a new sirategy and the good progress made on building an executive management team, the Nomination
Carmmutiee recommended that the Beard be strengthened and that the aumber of independent Non-Execulive Direclors be increased o four
including the Chair. The process of recruitment was commenced during 2022 but, in support of other cost actions taken elsewhere in the business,
the Committee took the decision 1o deler recruitment 1o the first quarter of 2023. This aclion is now in hand as the Board develops succession plans.
In making any future appointment the Nomination Commitlee will cansider both diversity and skills mix as a matter of course as we seek 1o further
equip the Board in its rolte of overseeing future business growth and expansion,

The Commiltee has considered organisaticnal development and succession planning. Board diversity. and. in association with the Remuneration
Cemmillee, has worked alongside execulive managemen! in reviewing sepior manageémenl develogment.

The Committee has facilitated the review of the annual performance evaluations of the Board and its Commitlees. For kurther infarmalion with
regards to the evaluation, see the Corporate Governance siaiement. As the Company is not a member of the FTSE 350, it is not reguired by the 2018
U% Corporale Governance Code 1o have regular exlernally facililated Board evalualions, hewever Lhe Comiliee will consider the use of an exlernal
evalualor lor fulure annual performante evalualions,

8 2 Xaar plc - Annual Repart and Financial Slatements 2022
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Directors’ Remuneration report
Statement from the Chairman of the Remuneration Committee

Dear Shareholder

On behall of lhe Board. | am pleased to present the Direclors’ Remuneralien report for 2022, which explains the work of the Commiltee, how we
implemenied our Remuneralion Policy in 2022, our approach ko cur new Remuneralion Polity, and how we propase to implemnent our Remuneration
Policy in 2023.

Following my statement, there are twa sections ta this Dicectars Remuneration repart,

« Qur proposed new Direclors’ Remuneration Policy, for which shareholder approval will be sought at the 2023 AGM. Gur current Direclors’
Remuneration Policy was approved al (he 2020 AGM and in line wilh the usual tiretable shareholders will be asked {0 approve a new policy al the
forthcoming AGM.

+ The Annual Report on Remuneration sets out haw we implementad in 2022 the Directors’ Remuneration Policy which was approved at the 2020
AGM. The Annual Report on Remuneration will be the subject of an advisory sharehalder vote at the 2023 AGM.

Remuneration in the context of our business performance and our approach to wider workforce

remuneration
During the year we have conlinued |o ensure our approach ko remuneralion is alighed to our stralegy and supports the delivery of long-term
sustainable performance, 1o benelit ali stakeholders.

Under the teadership of the CEQ and CFQ, we are making strong progress on our journey to iransform the Group, in line with our growth strategy of
exploiling the lundamental strenglh of our bulk pieza inkjet lechnology. Tha busingss is re-energised following a restrucluring, sebranding and a new
business modet, ali of which are now delivering resuls.

We have continued to deliver 3 strong performance, which despile challenging market conditions, demonstrales the success of our strategy and
underlying sirenglh of the busmess. By way of conlexl, our sirong perfermance includes the lollowing:

the conlinued successiul implementation of the new siralegy with Lhe expansion of 2 new commercial model and our technological oflering lo batler
serve our larget markeis delivering growth

Delivery of a solid perfprmance in the year wilth sirong revenue growth, improved margin and a return 1o profitability

The mitigation of external challenges including supply chain issues and inflationary pressures

The successiul launch of new products including Aquinox which has demansirated great inlerest Irom customers

Significanl invesiment in ihe Company's infrastruclure and manufacluring base to drive operalionat efficiencies and reduce energy tosls
As part of our continued commiimenl to sustanability, the launch of the Sustainabitity Readmap Lo 2030

The acquisition and integration into the Group of the Megnajet businesses

For 2023, we have implemented a liered pay increase from 1 January 2023 for UK employees ranging from an 8% base salary increase far the mosl
uniar employees cascading to 3% for the senior employees

This ensures that our UK siarling base salary rate for production operatives will be above Ihe new National Livng Wage which is effechve April 2023
We made a £500 cost of living paymenl paid in January to all employees lexcluding executive team membersl

We have retained an additiong! budget to address any turther intlatipnary pressures and any further in year increases exciuding new and
replacement roles and previously agreed promotions.

-

This performance is a iestament to the proactive management and leadership of our CEQ, CFO and Board and the cornmitment of all our people.

The abeve represents a combined overal{ budgeted increase tor 2023 of circa. 7% [of which 5.39% denotes the UK base salary increase effective
1 January 2023 and £500 cost of tiving payment]. We believe this to be the most equitable and sustainable approach to supporting our team through the
current period. As a respansitle business, we continue (o Support our peaple with the challengas they're facing as a result of the cast-of-tiving erisis,

Annual bonus and LTIP outturns for the year ended 31 December 2022

2022 Annual bonus

For lhe financial year ended 31 December 2022, \he CEO and CFQ were etigible lor a maximum annual bonus of up 1o 125% and 100% of base salary
respeclively. At (he slart of {he year annual bonus largets were sel based on performance against adjusted Group prolil before (ax [70%] and cash flow
improvernent [30%),

Retlecting the strong business performance the annual banus outcomes tor the CED and CFO were 39.51% of maximum [49% of salary and 40% of
salary respectivelyl. Full details of the targets and performance achieved can be found on page 97. In line with our Remuneration Poticy. 30% of the
bonus earned wilt be deferred in shares and subject to a two-year deferral period, with the balance delivered in cash.

Long-Term Incentive Plan [LTIP) awards vesting in respect of 2022
The following awards granted to the CED and CFC vesl in respect of perlormance periods ending in the 2022 linancial year These awards are therefore
included in the single ligure of remuneration details on page %6.

» When the CEQ, John Mills, jeined Lhe business in 2019, he was granled an LTIP award over 180,328 shares an 3 Oclober 2019. This was a joining
award made al the lirsl oppoertunily lellowing his slarl date in Augusl, having joined the Board on 26 Seplember 2019. This award was based 50%
on adjusied basic EPS for the year ended 31 Becember 2022 and 50% based on Company's total sharehalder return (TSR] relatve Lo the tatal
shareholder return of the comnpanies constituting the FTSE Small Cap Index over the performance peniod Oelober 2019 to Oclober 2022, Adjusied
£PS for the year ended 31 Decernber 2022 was 4.8p therefore Lhis element of the award vesled at 97%. Xaar's relalive TSR over the performance
period was above upper quartile therefore the TSR element vested in full. One third of the vested award can be exercised immediately with ene
Ihurd exercisable from 3 October 2022 and one lhisd from 3 Dciober 2024,

8 4 Xaar plc -~ Annual Repart and Financial Statements 2022
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Directors’ Remuneration report continued

Implementation of the Policy in 2023 continued .

The Commitlee believes thal it (s appropriale 10 recagmise our cantinued strong performance and ambilians in the luture, including our relurn to
suslained prelilable growlh, by implementing the increases as proposed. Therelare, in ine with thal proposal, the base salaries lor the CEQ and CFQ
have been increased as sel cut below with eflecl from 1 January 2623. The increases move the CEQ and CFQ's base salaries towards ihe mid-point of
Lhe markel competilive range.

Saiary effeclive from 1 Janvary 2022 Salary eHective from 1 Januvary 2023
CEOQ - John Mills £360,000 £390.000
CFO - lan Tichias £240,000 £260.000

Nag other changes are proposed to the Executive Uirectors’ package for 2023.

Pensionfeash in lieu - in line with wider worklerce lcurrently 6% of salary)

Maximym annual bonus for 2023 is 125% ot salary tor the CED and 100% tor the CFQ. 50% ot the maximum bonus can be earned tor on-target
performanie, J0% of any bonws will be deferred in shares and subject Lo a two-year delerral period. The batance is delivered in cash. Further
intormation in relation to Ihe performance measures 1s sel out on page 97

Long-lerm incentive maximum 150% of salary lor the CEQ and 100% of salary for ihe CFO. LTIP awards vest aller Lhree years subject to Lhe
achievernent of approprialely strelching performance condilions. A further two-year holding period applies in line wilth lhe UK Code. Further
inlarmation in relation to the performance measures is set out on page 97

The Commultee relains discrelion 1o override formulaic outcomes if these do not reflect underlying Company performance or other circumslances
as delerminad by the Commuitlee. As part of this assessment the Committee witl take into account progress against Xaar's Sustainabilly Roadmap
lhat will push Xaar lowards its Nel Zero by 2030 goal and our wider ESG commilments.

*

Looking ahead - key focus areas for the Committee for 2023
During the course of 2023 we will concenlrate an Lhe implementalion of the new Rermuneralien Policy ang we will consider the exlent to which we
should enhance the focus on ESG targets in the reward framework.

Board Chair and Non-Executive Directors

Board Chair

it tast year's Qirectors’ Remunecation report, we explained that the Board Chair's lee was reduced ta [90,000 with elfect fram 1 January 2020,
reflecting the sraller seate and profitability of the business al Lhal lime. As we explained lasl year, we were mindful that the strong performance
delivered has required a significant time comemitment and conlribution fram the whole Board and Lhat the successiul lurnaround of the husiness

has been achieved wilh a very effeclive, albeit smaller, Board. Therefore, and as sel out last year. consistent with the appreach being adoepted for the
Execulive Direclars, and rellecling both the hime commitment and conlribiution of the Chairman, the Commillee agreed 1o increase the Chairman's
fee an a phased basis. The first stage of the increase 10 £120,000 ook effect from 1 January 2022. We explained last year lhat subject to the centinued
performance of the Company, including a return to suslaineg profitable growth, the second stage of the increase to £130,000 would apply with etfect
from 1 January 2023. The Commitiee has contirmed this increase will apply.

Non-Executive Directors )

Under delegaled aulhorily from the Board. the Executive Directors and the Chair have reviewed lees for the other Non-Executive Direciors, The
oultcome was thal the base fee of £47,500 for (he Nen-Executive Direciors’ fees is broadly markel competitive {positioned around the mid-pointl. The
base fee will be increased by 3%, in line with the lowest rate of increase for Ihe wider workforce for 2023, lo £48,925. The addilianal fee in respect of
acting as a Commiilee Chair or Sermor Independent Director will not be increased, remaining al £7,500 and £3,000 respectivety.

Employee engagement

As explained in the Annual Report last year. our workforce engagernent sessions are heid al (east three times a year. These include regular business
forums with Man-Executive Directors and senier management update calls to all employees. These have provided an upward channel 1or views,
comments and debale, as well as an apportunily to provide positive feegback on the Group's focus on the wellbeing and healih and salety of our
employees. The Commillee also took into account the pay policies across the Group and Llhemes Iram our workiorce engagement aclivities as parl of
{he developrment of the new Remuneration Policy.

Shareholder engagement

The Committee consulled with major shargholders and the main proxy voting advisory agencies to oulline the proposed changes to the Remuneration
Policy and our remuneration proposals for 2023 and 1nvited Lheir teedback. Our major shareholders whe provided leedback were very supportive of the
proposals and welcorned the Commitlee’s explanalion of our approach 1o supporling our people with Lhe challenges they are lacing as a result of the
cost-of-living crisis.

We remain commilted to a responsible approach 1o execulive pay, as 1 lrusk Lhis Directors’ Rernuaeralion reporl demansirales. We believe thal the
Palicy operaled as inlended and cansider thal the remuneralion recaived by lhe Execulive Direclors in respect ol 2002 was appropriate. laking inlo
account Group and persanal performance and the experignce of sharehalders and employees. On behall of the Board, | would tike lo thank you, our
shareholders, for your engagerenl, and | hape thal we will continue 1o receive your support al Lhe forthcoming AGM an 31 May 2023.

Alison Littley
Chairman of the Remuneration Commitlee

27 March 2023
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Directors’ Remuneration report continued

Policy table for Executive Directors
The lable below describes each of Ihe elements of the remuneralion package Tor the Execulive Diceclors,

Base salary

Objective Core element of fixed remuneration that provides lhe basis 1o recruit and retain talent necessary o deliver the
business strategy.

Operation Normaily reviewed annually and any increases generally apply from 1 Janvary (but may be reviewed more
frequenlly if raguived),
When detarmining base salary levels, consideralian is given to the following:
+ Role, responsibilily and experience of the individual
+ Corporate and indwidual performance
+ Market conditiuns including typical pay levels tar comparable roles in cornpanies ot a similar size and complexity
+ The range ol salary increases awarded across the Group. ’

Opportunity No maximum salary epportunily bas been sel oul in this policy reporl 1o aveig selling expeclalions lor Executive

Directars and employees.

Whilsl lhere 1s no maximum, increases will normally be wilhin or below the range ol salary increases awarded
fin percentage of salary terms] to other employees in the Group. However, higher increases may be awarded in
appropriale circumstances, such as:

« an promation or i the event of an increase in scope of the role or the individual's responsibilities;

where an individuat has been appointed 10 the Board al a salary sel al a level Ihal is lower lhan the Commiltee’s
view of 2 markel salary lo allow lor growth in the rgle, in which case larger increases may be awarded la move
salary positioning 10 a miarkel tevel as the individual gains experience:;

change in size and/or complexity of the Group: and/or
signiticant market movement.

Such increases may be implemented over such lime period as lhe Commiliee deems appropriale.

The base salacies effective as al 1 January 2023 are shown on page B5,

Performance measures
Benefits

Objective

Not applicable.

Provide a markel-campelitive benefils package o recruil and relatn Directors of the calibre required for the
business.

Parlicipation in the Company's Shara Incentive Plan |SIP} and Share Save Scheme [SAYE) encourages share
ownership and alignment with the wider workforce.

Operation

Opportunity

Executive Jirectors receive base benefits including car aftowance. private medical insurance, and basic (evels of
olher insurances isuch as income prolecticn cover).

Al UK staff, including Executive Directors, are also provided with a beneht allowance which they can apply to 2
range of benefils, including pension contributions. in some circumstances, and subject 1o Commitiee approval, the
allowance may be paid in ¢ash rather than ulilised lo purchase benefits.

The SIP and SAYE are tax qualitying share plans for all employees facilitating the acquisition ot shares in the
Company at a discount.

Other benefits may be provided based on indivigual circumsiances, such as, but not limited to: housing or
relocation allowances, travel allowance or other expalriate benetits,

Whilst the Committee has nol sel an absolule maxirmum on Lhe level of benefils Executive Direclors receive, Lhe
value af beneflils is set al a (evel which the Commitlee considers to be appropriately positioned laking into account
relevant marke! levels based on the nature and location ol the role and individual circumslances.

The Hexible benefits allowance is currently up to 5% of base salary. The Commitiee may review and armend this rate
as appropriate.

Individuals have the choice lo invest ail or part of this amounl in Iheir pension scheme, in addition jo Lhe benelils
outlined in the "Retirement benefits” seclion of 1his table.

SAYE and SIP limits as permitted in accordance with the relevant tax legislation.

Performance measures

Not applicable.
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Directors’ Remuneration report continued

Policy table for Executive Directors continued

Objective Drive and reward the achievement of longer-term objectives aligned closely Lo sharehsiders inlerests,
Support longer-term sustainable profilability.
Provide alignment with shareholders’ interesis.

Support retention and promote share gwnership.

Operation LTIP awards 1ake the farm of performance shares lzero priced share options] which vest subject to satistaciion ot
pertormance conditions, ordinarily assessed over @ period of three years. Following the end of the perlormance
period, there i a further lwo-year holding period which may he operated on the basis that either [1] the Executive
Direclar can acquire shares (ollowing (he end of the perfarmance period bu( thal other than as regards sales lo
cover tax, may nol sell shares until the end of the holding period; or 12} the Execulive Direclor may nol acquire
shares until the end of the holding pericd.

Dn the vesling/exercise of an LTIP award, the Commillee has the discrelion to decide thal Executives can receive
additional shares to reflect the dividends paid or payable on vested shares between the dale of grant and the date
onwhich the vested shares can first be acquired.

The Commitlee has discrelion fo vary the vesting oulturn should any forenulaic oulpul ol produce a (air resull (or
either Lhe Execulive Direclor or he Cempany, taking account of the Commitlee’s assessment of overall business
parformance or be inappropriale in Lhe conlext of circumstances Lhat were unexpecled or unforeseen at grant, or
im the event of ather circumstances determined by the Camamitieg.

The Committee may at its discretion siructure awards as Approved Long-Term Incentive Plan [ALTIP awards.
ALTIP awards enable the garticipant and Company 1o benedit from tax qualitying tax trealment in respect of par!

of the award, withoul increasing [he pre-lax value delivered to participants. ALTIP awards may be skructlured

either as a lax qualilying option lor the part of the award up lo Lhe applicable imil in the lax legisialion wilh & non-
qualilying option for lhe balance and a linked award’ 16 fund the exercise price of Lhe 1ax qualifying oplion, or as a
lax qualilying option and an LTIP award, with the vesling of the LTIP award scaled back to take account ol any gain
made on the exercise of the lax-gqualifying option, Olher than Lo enable the granl of ALT!P awards, lhe Company wili
nol granl awards Lo Executive Direclors under the Executive Share Qplion Plan.

Opportunity The maximum award in respect of any year will be:
= as regards the Chiet Executive Olficer, an award over shares with a value of 150% of salary: and
« as regards 2ny olher Execulive Director an award over shares wilh avalue ol 125% of salary.

Far 2023, the LTIP award tor the CFO wilt be capped at 100% of salary.
These limits do nol include the value of shares subject ta any lax-gualitying option granted as part of an LTIP award.

Performance measures Performance will be based on operational 1argets (which may be financial or sirategic measuresi. Ordinarily al
teast 75% of the LTIP will be based on finaacial measures,

Subject Lo the Cornmillee’s discretion Lo override formuiaic ouliurns, up Lo 25% of the maximum for any element is
earned for threshold performance.

Shareholding guideline

In-service guideline

To align the interests of Executive Directors with those of sharehotders, the Commtiee has adopted formal shareholding guidelines in accordance with
which Executive Oireclors are required 1o build and maintain a shareholding with a value of at teast 2x satary. Executive Oicectars are reguired ta retain
hall of the alter lax number ol shares they acquire pursuant 1o the LTIP or delerred bonus unlil this level of holding 15 achieved.

Post~employment requiremant
The Commiltee has adopted a post-employment shareholding requirement. Shares are subject to this requirement only if they are acquired from share
plan awards (LTIPs and deferred benns awards] granted after t January 2023.

Following amployment, an Executive Direclor musl retain:

tor the first year after employment, such of their shares which are subject to the past-employment requirement as have a value for these purposes
equal to the shareholding guideline that applies during employment: and

for lhe second year afler employment, such of those shares as have a value for these purposes equal to 50% of the shareholding guideline that
applies during employment

or in eilher case and if fewer, sll of those shares,

The Committee relains discretion to vary the application of the in-service guidelines andfor the post-emplayment requirement in exceptional
circumstances.
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Directors’ Remuneration report continued

Pay policy for other employees

The Company values its wider workioree and aims Lo provide a remuneration package that is markel compelilive. complies wilh any statulory
requiremenls, and is applied fairly and equilably across the wider employee population. Where remuneralion is nol delermined by slatukory regulalion,
ihe key principles of (he compensalion philesophy are as follows:

« We remunerate people in 3 manner that allows lor stability of the business and the oppartunity fer sustainable long-term growth
* We seak to remunerale fairly and consisiently for each role with due regard to the marketplsce. internal consistency and the Company's ability Lo pay
+ The Company operates a tax qualifying SAYE and invites all emplayees te participate, therefore encouraging wider workforee share ownership.

llustrations of application of Remuneratjon Policy

The charls sel oul below give an illustration of the Remuneration Policy, in line wilh the policy above and include base salary. pension, banelils and
incenlives in four different scenarios. The charis provide an itlusiration of the propertion of tolal remuneration made up of each component of the
policy and the value of each component,

For Lhese purposes-

» base salary reflects the salary at 1 January 2023. Bonus is based on those salaries:

= benehls are calculaled as 5% of Lhal salary for each of [he Chiel Executive Qfficer and Chiel Financial Officer;

« pension s calculated as 6% of Lhal salary for each of the Chiel Executive Qificer and Chiel Financial Officer: and

« variable pay assumas a bonus opporiunity of 1259% of salary for the Chief Executive Qfficer and 100% of salary for 1he Chigl Financial Oificer and an
LTIP award of 150% of salary for the Chiefl Executive (fficer and 100% of salary for Lthe Chief Financial Officer, with vesting as sef out below

Four scenarios have been illustraied lor each Execulive Director

Minimum performance » Szlary. henefits and pension as set oul above
N bonus pay-oul
« Mo vesting under the LTIP.

.

Perfarmance at mid point « Salary, benelits and pension as set aul above
62.5% ol salary pay-oul under the annual bonus for the CEQ, 50% lor the CFD
50% of shares vesling under the LTIP {75% of satary for the CEQ, 50% of salasy for the CFOJ.

Maximum performance « Salary, benefits and pension as set oul above
125% of salary pay-out under the annual bonus for the CEOQ. 100% for the CFO
100% of shares vesting under the LTIP [150% ot-salary for the CEQ, 100% of salary for the CFO).

L]

.

Maximum performance plus Salary. benelits and pensien as set out above
share appreciation (50%) » 125% of salary pay-out under the annual bonus for the CEQ, 100% for the CFO

« 100% of shares vesting under the LTI [150% of salary ior the CEQ. 100% of salary for the CFOl. and an
assumed 30% increase in the share price lor the purposes of the LTIP etement.

John Mills lan Tichias
2,000 £1,798k 2,000
1,800 1,800
E 1,600 £1,505k g 1,600
= 1,500 = 1,400
£ 400 319% S § 1200
s 12 £969k g " £235k
£ 1,000 1,000 £809k
£
s BOO 30% ¥ 800
T e 32% 7% 3 gop £549K 32% 42%
I £433k 25% 2 "
400 400 £289k o 32% 28%
200 100% 5% 9% 24% 200 100% 52% 36% 30%
0 j¢]
i nee Maximum Minimum Perlormance Mazimum Maximum
performance al i prlind performance performance performance al mid-point perfarmance perfarmance
plus share plus share
sppreciation {50%) dppreciation {S0%;
Base salary, penefils and pension Annual bonys LTiP award ’ Raye salary, benefus and pension Annual boruy MR award
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Directors’ Remuneration report continued

Service contracts

Executive Directors
It is the Greup's policy that Executive Directors should have contracts with an indefinite term. providing for one year’s nolice.

Date of Date of Natice fram Notlce

contract appaintment the Company irom Oirector
John Mills 31 May 2019 1 Augusl 2019 12 months 12 months
lan Tichias 26 Novermnber 2019 1 March 2020 12 months 12 monthsg

Non-Executive Directors

All Nan-Execulive Qireclars are appornled for an initial three-year term wilh provision for two further Lhree-year lerms. subjecl Lo satisfaclory

performance.

Date of letter of appointment’

Date ot appeintment

Remaining term of
cantract on )Y December 2022

Andrew Herbert 15 Apnil 2016 1 June 2016 29 months
Alisen Littley 22 April 2020 1 May 2020 76 months
Chris Morgan 2 December 2015 4 January 2016 24 months

1 The dates aheve reler to the dates ol the lates! service agreements 1o gach of the Non-Execulve Directors,

All Directors olfer themselves for annual re-eleclion at each AGM in accordance wilh the UK Corporate Governance Code 2018,

Letlers of appoiniment are avaitabte lor inspeclion a! the registered office address of the Company.

Payments for loss of office

The principles on which the determination of payments for loss of office will be approached is set out below. Where the Committee retains
discrelion, as oullined below, il wilt be used 10 pravide lexibilily in certain situalions, Laking into accounl Lhe particular circumslance of Lhe

Director's departure.

Notice period on termination by
employing company

12 menths. The Committee has the discretion to determine what proportion of Lhe notice periog will

be utilised in aclive service.

Termination payment

Payments in lieu ol nolice are imited 10 no more than one year's salary plus benelils in kind fincluding
company car or car allowance and privale health insurance] and pensicn contributions [which may

include salary supplemenisl.

Benelits provided in connection with larmination ot emnployment may alse include, but are not limited
to, outplacemnent and legal lees and payments in respect of accrued but untaken holiday.

Leaver provisions

Reason for cessation

Annual bonus  Terminalion wilh cause.

Calculation of vesting/payment

No bonus paid.

Timing

Mot applicable.

Resignalion.

No bonus is paid uniess the Commillee inits
absolute discretion [and on a case-by-case
basis| determines ctherwise. Any bonus
paid will typically be pro-rated to reflecl time
served in the performance period.

Il a bonus is paid, il is paid al the usual lime
including with deferral applied v accordance with
the Company's usual arrangements.

Redundancy, disability,
illness, injury, death
or any elher reasen

as delerrmined by the
Commillee,

Typically bonus amounts will he determined
by reference to the applicable performance
largels. pro-raled lor lime served in ibe
performance period.

The bonus will normally be paid at the usual time
including with deferrat applied in accordance with
the Company’s usual arrangerments.

The Committee relains discrelion Lo pay the bonus
early fand lo assess performance accordinglyl and
1o pay the full bonus in cash in compassionale
circumslances.

Deferred Termination with cause.

Shares forfeited.

Not applicable.

bonus shares
Al other reasons.

Award retained.

COrdanarily, the deferred bonus shares will vest
jotlowing the end of the originally anticipated
delerral periog.

The Commitlee has discretion to permil early vesling.

2%

Gavernance
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Directors’ Remuneration report continued

Single figure table .
The aggregale remuyneralion provided {o Direclors who have served as Direclors 10 the year ended 31 December 2022 is set oul below, along wilh the
aggregale remuneralion provided 1o such Directors for the linancial year ended 31 Cecember 2021,

Year ended 31 December 2022

Long-term Tota! Total tixed Tolal variable
Salary/teest Benelits'™ Bonus™ incentives® Pension'" remuneration remuneration remuneration
'oee [N Cooo €ooo €ooo £'000 gqon £'000
Executive
Jehn Mills 340 3 178 88 22 1,579 413 7,168
lan Tichias 240 24 95 405 4 778 278 500
Non-Executive
Andrew Herberi [Chairman} 120 - - - - 120 120 -
Alison Lillley 58 - .- - - 53 58 -
Chris Morgan 55 - - - - 55 55 -
Year ended 31 December 2021
Long-lerm Total Total lixed Tolal variagle
Sataryliees™ Benefits™ Banus'™  Reduction™!  incantives™ Pensign' remuneralien remuheration remuneration
cqon coon £'0a0 {ao0 £'000 C'oDg £'000 €£'000 £'000
Executive X
Jahn Mills N5 28 103 11§ - 19 454 362 92
lan Tichias 22 23 58 (51 7 13 nz 257 40
Non-Executive
Andrew Herbert [Chairman] 92 - - - - - 92 92 -
Alison Litlley 50 - - - - - 50 50 -
Chris Morgan 50 - - - - - 50 5¢ -
The figures in the single fligure lable above are derived from the following:
la} Salaryfiees The amouni of base salary/fees received in the year.
[b} Benetits This is the taxable value of benefits and the flexible benefits allowance received in the year. This includes
any relocation allowance claimed in 2021.
[c] Bonus The value of the bonus earned in respecl of Lhe year. 30% of the bonus earned will be deferred in shares

and subject 1o a two-year deferral period with the balance delivered in cash.

{d] Reguction In line with the reporting regulations, the reduction of the bonus reported for the year ended 31 December 2020 is
included in the 2021 single figure lable, as described in the 2021 Direclors’ Remuneration report.

lel Long-term incentives The value of LTIP awards vesling is in respecl of periormance periods which ended in Lhe relevanl yaar. The value of
SAYE oplions granted is based on the lair value of the oplisns/shares 2l granl.

{1l Pension The value of the employer contribution lo the defined centribution pension plan in the UK [or the value
of 2 salary supplement paid in lizu of 3 contribution ta this pension plan).

Individual elements of remuneration

Base salary and fees
The CEQ's salary was increased to £360.000 from 1 January 2022 and the CFQ's salary was increased to £240,000 from 1 January 2022,

Benefits

U benelils principally comgprise a car allowance, privale medical wnsurance and basic levels of olher insurances [such as income protection cover). In
addilion, UK Execulive Directors are provided wilh an allowance of 5% of base salary which lhey can apply to a range of benefils such as lile insurance
and cnlical ilness insurance.

Pension

The Company operates a self-administered. defined contribution, HMRC approved pension scherne. UK Executive Directors participate in this scheme. tn
appropriale circumstances, Executive Directors may take a satary supplement instead of contributions into a pension plan, This salary supplement daes nat
form part of salary lor the purposes of calculating any other entitiement under the policy. Non-Executive Directors do not receive pension contributions.

96 Aaar plc - Annual Report and Financial Statements 2022
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Directors’ Remuneration report continued

Individual elements of remuneration continued
Long-term incentives vesting in respect of 2022 continued

in the 2022 single lotal hgure of remuneration, the value of lhese awards is calculaled as follows.

Value of vesicd shares
attributable to share price

Value of vested sharas’

at grant of award’

Valye of vested shares
attributable to growth
inshares price’

Award Yested shares
John Mills’ joining award 177,623
|an Tichias’ joining award 50,000
John Mills' 2020 LTIP award 365,000
ian Tichias 2020 LTIP award 170.000

£323.273 £80.284

£91.000 £2¢,300
E664,300 £215,350
£309.400 €100,300

£242,988

£70,500
££48,950
£209.100

1 In accordance with the applicable requlatians, this is calculated by reference to the average share price over Oetober, November and Becernber 2022 being €1.82,
2 This is calculated by reterence 10 the share price at the date of grant being £0.452 in the case of Jahn Mills’ joining sward. {0.41 in the tase of an Tichias joining award, and £0.59 in the case

of the 2020 LTIP award.

1 This i calculaled by reference to the diflerence between the price al the date of grant and 1he average share price over Ocigber, Novermber and Dacember 2022,

Long-term incentives and deferred bonuses awarded during the financial year
The table below outlines awards made under the LTIP o Executive Directors in 2022:

Face value

Performantce Number ol {the award Vesling Performance
Award basis condition of shares {'000 at threshold period Yesting date
& April 2022 John Mills  Pertormance EPS & TSR 207,932 540 25% of award 1 January March 2025
Share Plan 2022 to 31 {2024 Resullsj

awards December

2024
Deferred - 11,944 31 N/A March
Bonus Plan 2024 (2023
Resulls]
& Apnil 2022 fan Tichias  Performance EPS & TSR g2.414 240 25% of award 1 January March 2025
Share Plan 2022 ta 31 12024 Resultsl

awards December

2024
Deferred - 6,689 17 NYA Mareh 2024
Bonus Plan (2023 Resulls]

| The share price used lo calculate the face value of the Performance Share Plon sward and the Delferred Bonus Plan share award granled on 6 April 2022 was ([2.597 being the closing average

share price on Ihe e business dale preceding the granl award dale.

The 2022 LTIP grants were based on Cumulative Adjusted £PS performance lor the three-year performance period commencing with Lhe 2022
linancial year [60% of the awardf and relalive TSR performance against the companies in the FTSE SmallCap Index 140% of Lhe award) measured over
a lhree-year pertormance pericd commencing with the 2022 financial year. in line with the UK Corporale Governance Code, Lhere is a further lwo-year

hotding period following the end of Lhe perlormance period.

The Deferred Bonus Plan award is a grant calculated as 30% of the 2021 bonus earned.

Given the lurnaround posilion of Lhe Company, the Board considers lha EPS perlormance largets lor he LTIP awards granled in 2022 1o be
commercially sensitive information 2l this ime bul, as in past years, will lully disclose the exacl measurements retrospeclively. The partion of the
awards based on TSR will vest subtect 1o the salisfaction of Lhe following performance conditions.

Company's TSR performance relative to the comparator group

Portion of the TSR element that vests

Median

25%

Between median and upper quarlile

Pro-rala belween 25% and 100%

Upper quartile

100%

Xaar ple = Annual Report and Financial Statements 2022
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Directors’ Remuneration report continued

DBP

The oulstanding awards granied 10 each Execulive Director of the Company under Lhe Xaar 2020 Delerred Bonus Plan are as tollows. All options under
lhe UBPF are ril-cosl oplions such thal no exercise price is payable.

as at Granted Exercised Lapsed As at 31 Share price
¥ January during during tha during the  December at date ol Earliest data of

Name 022 the year year year 2022 Grant dave grant exercise Lxpiry date
John Mitls 23,249 - - - 23,249 14 Oclober 2021 £1.561 March 2023* 14 October 2031
- 11,944 - - 11,944 & April 2022 £2.70 March 2024* b Aprit 2032

23269 11.944 - - 35,193
ian Tichias 10,849 - - - 10,849 14 Dclober 2021 €1.41 March 2023~ 14 October 2031
- 4.689 - - 6,689 b April 2022 £2.70 March 2024* & Apnil 2032

10.849 6.489 - - 17,538

* The pplions vesi on the dealing day {ollowing the announcement by the Company of ils annual results.

All employee share plan

The Execulive Direclors may participale in the Company's all emplayee share plan. the Xaar ple SAYE Scheme [SAYE Schemel, an the same basis
as olher emplayees. The SAYE Scheme provides an opporlunily lo save a set monlhly amount [up to £500) over Lhree years towards Lhe exercise of a
discounled share oplion. which is granled at the starl of the lhree years. Options and awards are not subject 1o performance condilions,

The outstanding awards granted to each Execuitive Director under the SAYE Scheme 2t 31 December are as tollows:

As & Granted Lapsed Exercised Asat 3
1 January during during during  December Exercise Earliest dale

Namg 2022 \he year the year lhe year 2022 Granl dale price of exercise Expiry dale

John Mills 5,294 - - - 5,294 2 Novermber 2020 £3.02 7 December 2023 2 May 2024
5.2%95 - - - 5,294

lan Tichias 5,294 - - - 5,294 2 November 2020 £1.02 1 December 2023 2 May 2024

5.581 - - 5,581 4 November 2021 £1.29 1 December 2024 4 May 2025

~ 3.857 - - 3,857 3 November 2022 £1.40  December 2025 3 May 2025

10,875 3.857 - - 14,732 3 May 2025

Payments for loss of office and payments to past Directors made during the year

Mo payments fer loss of office or paymenis Lo pasl Direclors were made in 2022.

The infarmation provided in this part of the Direclors’ Remuneratian reporl is nol subject to audit.

Performance graph and table

The graph on this page shows Lthe Company's performance measured by lotal shareholder return [TSRE, compared wath the parformance of the FTSE

TechMARK All Share Index and FTSE SmallCap Index of which Xaar is now a memberl, which the Remuneration Commillee considers to be the most
appropriate indices tor comparison because they illustrate the Company’s TSR pertormance against 3 broad equity market index of similar UK companies.

Total shareholder return

450.00

40G.00

35000

300,00

25G.0¢ Xaar

200.00

156.00

100.00 FTSE TechMARK All Share

FTSE SmallCap

Value rebased to 100 (£)

50.00
0.00
Dec-12  Dec-13  Dec-14  Dec-15  Dec-16  Dec¢-17 Dec-18  Dec-19  Dec-20  Dec-2V Dec-22

Source: Datasiream (Thomson Reulers)

This graph shows the value, by 31 December 2022, of £10C invested in Xaar on 31 Decemnber 2012, compared with the value of £100 invested i the
FTSE TechMARK All Share and FTSE SmallCap Indices on the same date on a yearly basis. The other poinis plotied are the values al inlervening
linancial year-ends.
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Directors’ Remuneration report continued

CEQ pay ratio continued

'n line with the applicable regulalions, we have sel aul below (or the same employee percentiles [and lor the CEQ] Lheir lolal remuneralion in respect
of 202V and 2022 and the salary component ol thal remunerabon. [he change i the CEQ pay ralio is largely driven by lhe end of Lhe performance
period lor lwo separale LTIP awards held by the CEQ. Owing lo his lanure this is the firsl period when LTiP awards have been recognised as parl of the
CEQ pay ratia. In addilion this was alsa impacted by Printhead performance tor 2022 which did not reach the required threshold for any bonus payment
to be made for this business area.

25th percentile 751h percantile

CEO 1atal employee total - Median employee ta1al employee tolal

remunaration fsatary  remuneration fsalary  remuneration (salary  remuneration (salaty

camponent of total component of total cormponanl of tolsl companent af otal

Year rernuneralion) remuneration) remuneralion) ramuneration]
2022 E1,579k EZ6k £3% €56k
[E360K] {E24K] [€34K] (E8K]

2021 £454k 28k Cadk £62k
[£315h] (C24h] {E34k) €55k

2020 ES11k £33k C4bk 66k
1£300k] (E29k} [£34k] [£50k]

2019 : E&79% £28% £3% £57%
{£338k) i€26kI £33kl £52x]

The Commitiee believes the median pay ratio is consistent with the pay, reward and progression poiicies for the UK employees taken as a whole.

Spend on pay _ ‘

The lable below sels oul the Group's distributions 10 shareholders by way ol dividends and tolal Group-wide expendilure on pay lor atll employees
linclugding employer social securily, pensian contribulions and share-based paymenls], as reperied in the audiled financiz! slalements for the financial
year ended 31 December 2022,

2022 202

£°000 £000 Change %
Dividends paid lo shareholders - - 0%
Group-wide expendilure on pay lar all employees Inote 9] 28,274 24,660 14.6%

Implementation of Directors” Remuneration Policy for the financial year commencing
1 January 2023

Information on how the Company intends to implement the Palicy ior the financial year commencing 1 January 2023 is set out in the stalement from
the Chairrnan of the Remuneration Cemmittee and is surmnmarised below.

Basic salary and fees
Delails ol Lthe Executive Direclors’ salary arrangernenis and the Chairman and Non-Execulive Direclors fee arrangements far 2023 are sel cul in the
stalement from the Chairman of the Commillee, ’

Annual bonus

The maximum oppoerlunity for the CEO and CFO wilt be unchanged at 125% and 100% of base salary respeclively for 2023. The perforrmance metrics
for lhe bonus for 2023 are adjusted Group proiit bedore tax (70%) and cash generated from operations [30%].

30% of any bonus earned will be delerred in shares and subjecl to a iwo-year deferral peried. The Committee has discretion {0 amend lormulaic
oulputs such ihal in addition lo overall business performance, circumstances Lhat were unexpecled ar unlereseen {or any alher reasons al the
discrelion of the Coermnmitiee) will be cansidered. As part of this assessment, the Cemmitiee will lake into account progress againsl Xaar's Suslainabilily
Roadmap thal wall push Xaar {owards sls Nel Zero by 2030 goal and our wider ESG commilmenls.

The Board considers the Group prelit and cash targets tor 2022 to be matlers that are commercially sensitive and should therefore remain confidential
te the Company. They provide our competilors with insight inte our business plans. expectations and our sirategic actions

However, the Remuneration Commitlee will disclose on a relraspective basis how the Cornpany’s performance relates Lo any annual bonus
paymenls made.

1 0 2 Xaar ple - Annual Report and Financial Stataments 2022
Governance
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Directors’ Remuneration report continued

Advisors to the Remuneration Committee

The Remuneration Commiltee is assisled in ils work by Xaar's human resources deparlment. The Chiel Execulive Officer is consulled on the
remuneralion of lhase who reporl direclly to him and also ol other senior executives No Executive Direclor or employee 1s present or iakes part in
discussions in respecl of mallers relating direclly 1o their own remuneration.

During the financial year. the Committee recefved independerit advice trom Deloitte LLP. which was appointed by the Comrmiltee, in relation lo the
Committee’s consideration ¢f matters relating to Directors remuneration. Deloitte LLP was appeinted in 2019 following a farmal tender process
Fees for advice provided to the Remuneration Committee during the year were £36.100. Fees were charged on a time and disbursements basis.

Deloitte LLP is a member of Lhe Remuneration Consultants Group and volunlarily aperates under its code of conduct in ils dealing with the Remuneralion
Committee. The Remuneratian Committee continued lo review the appointment af Delante LLP and is satishied 1hal all advice received was sbjeclive

and independenl.

Delsitte also provide advice to the Company on the operation of its employee share plans.

Shareholder voting

The lollowing table sels oul actual vating n respect of Lhe resolution Lo approve the Direclors Remuneralion report for the year ended 31 December
2022 at \he 2022 AGM and in respeci of lhe resolution Lo approve Lhe Oireciors’ Remuneration Policy at Lhe 2020 AGM.

For lincluding)

Number of valas discration) Against Withheld

Resolution 9 - Direclors’ Remuneration report ler Lhe year ended 31 December 2021 §5,726.493 1.450.134 2.776
[97.5%]) 12.5%)

Resolution 13 at the 2020 AGM - Directars’ Remuneration Policy - 50,592,544 299.977 21,445
- {99.41%) [0.59%)

Approval

This report was approved by the Board on 27 March 2023 and signed on its behall by:

Alison Littley
Chairman of the Remuneration Commiutiee

1 04 Xaar pic - Annual Report and Financial Statements 2022
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Independent auditor’s report
to the members of Xaar plc

Opinion

[n our opinion:

Xaar plc’s group financial statements and parent company }inancial statements [the "financial statements™] give a truye and fair view of Lhe state

ot the group’s and of the pareni company's aflairs as al 31 Decernber 2022 and of the group’s profit for the year then ended:

the graup linancial slalements have been properly prepared in actardance with UK adopted International Accounting Slandards (UK 1AS);

the parenl compary financial slalements have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice:
and

the tinancial statements have been prepared in accordance with the requirements of the Companies Act 2006.

*

We have audited Lhe financial stalements of Xaar plc (the ‘parenl company'| and 11s subsidiaries [ihe “group’) for the year ended 31 December 2022
COMPrise:

Group Parent company
Staterent af tinancial position as at 31 Decermber 2022 Balance sheet g5 at 31 Decemnber 2022
Consolidaled income slalement for the year Lhen ended Slalement ol changes in equily lor the year Lhen ended
Caonsolidated stalement of comprehensive income for the year then ended Related notes 1 to 11 to the financial slalements including &

surnmary of significant accounting policies

Consolidated slatement of changes in equily for the year then ended

Consalidated statement ot cash flows for the year then ended

Retated noles 1 1o 38 1o the financial slatements, including a summary of
signilicant accounling pelicies

The financial reporling framework Lhal has been applied in the preparation of the group financial statements is applicable law and UK adopted
inlernatipnal accounting standards. The linancial reporling framework that has been applied in the preparalion of the parenl company financial
staterments is applicable law and United Kingdom Accounting Slandards, |nclud|ng FRS 1D1 "Reduced Disclosure Framework™ (United Kingdom
Generally Accepted Accounting Praclicel.

Basis for opinion

We conducted our audit in accordance with Interaational Standards en Auditing (UK (ISAs (UK]] and applicable law. Our responsibilities under those
standards are lurther described in lhe Auditor's responsibilities for Lhe augil ol the financial slalernenls seclion of our reporl. We believe 1hal the audil
evidence we have obtained is sufficienl and appropriale L6 provide a basis for our opinian,

Independence

We are independenl of the group and parent in accordance wilh the ethical requirements thal are relevant to our audit of the financial stalements

in the UK, including Lhe FRC's £1hical Standard as applied o listed public interesl entities, and we have fulfilled our other elhical responsibilities in
accordance wilh these requirements.

The non-audit services prohibied by the FRC's Ethical Standard were not provided to 1he group or the pareat company and we remain independent of
the group and Lhe parent company in conducling the audit.

1 06 Xaat plc ~ Annual Report and Financial Statements 2022
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Independent auditor’s report continued

An overview of the scope of the parent company and Group audits

Tailoring the scope

Our assessmenl of audit nsk, our evaluation of materiality and our ailocation of perfarmance materiality delermine our audil scape lor each company
wilhin Lhe Group. Taken logelher, Lhis enables us ta torm an opinian on the consolidaled linancial statements, We lake into account size, risk profile,
the organisalion of the group and elfeciiveness of group-wide conlrols, changes in the business enviranmenl, Lhe potential impact of climale change

when assessing Lhe level of work Lo be performed at each company.

In assessing the risk of material misstaternent to the Group financial statements, and to ensure we had adequate guantilative coverage of significant
accounts in the financial statements, of the 12 reporting components of the Broup. we selected 5 components covering entities within the UK and US,
which represent the principal business units within the Group.

Of the 5 components selected, we performed an audil of the complete financial inforrnation of 4 components (“ull scope components”) which were
selecled based on their size or risk characterislics. For the remaining 1 component (“specific scepe component™]. we performead audit procedures
on specific accounts within Lhal component that we considered had the potential for the grealest impact an the significant accounls in the financial
statemenls either because of the size of lhese accounts or Lheir risk prolile.

The reperling components where we perfarmed audil procedures accaunied for 96% (2021: 100%/ of the Group's Revenue, 77% (2021: 89%] ol the
Croup’s Adjusled Prolil Belore Tax and 85% [2021: 100%) of the Group's Total assets. For the current year, the full scope components contribuled
96% 12021: 2% of Ihe Group's Revenue, 77% [2021: 73 (0ss% of Lhe Group's Adjusled Prolit Before Tax and 73% [2021: 78%] of (he Group's Tolal
assels. The specilic scope componenl contribuled 0% (2021: 18%l of the Group's Revenue, 0% [2021: 16%) of the Group's Adjusled Praofil Before Tax
and 11% [2027: 22%) of the Group's Tolal assels. The audil scope of these components may nol have included lesting of all significant accounts af the
cemponent bul will have contribuled Lo the coverage of significant accounts tested for the Group,

The remaining 7 compenents together represent 4% of the Group's revenue. Far these compenents, we pertormed other procedures. including
analytical review, testing of cansolidatren journatls and intercompany eliminations and toreign currency translation recalculations to respond to any
potential nisks of material misstaterment 1o the Group financial s1atements.

Changes from the prior year
Due o the level of revenue recognised in the current year FFEI has beenincluded as a full scope entity, whereas in Lhe prior year this was trealed as 2
specific scope component anly given the entity was only part of the Group for parl of the year in 2021 {due to the iming of its acquisilion by the Groupl.

Following the acquisition of Megnajel Limiled during Lhe year, this was included as a review scope component in the 2022 audil.

Involvement with component teams
All avudit work performed lor the purposes of the audit was undertaken by the Group audil ieam.

Climate change

Slakeholgers are increasingly interesled in how climale change witl impact Xaar plc. The Group has delermined thal Lhe mas! signil:cant fulure
impacts from climale change on Lheir operations wilt be from risks of Hooding al Group and supplier sites. These are explained on pages 42 10 44 in the
Task Force on Climate retated Financial Disclosures and on pages 48 1o 57 in the principal risks and uncertainiies. The Group have also explained their
cimate commilments on pages 29 to 41. All of these disclosures form part of the "Other information,” rather Lhan the audited financial stalemenls.
Qur procedures on these unaudited disclosures therefore consisted solely of considering whelher they are materially inconsislenl wilh the financial
slatements or our knowledge obtained in the course of 1he audit or olherwise appear to be materally misstated. in line wilh our responsibililies en
"Other informalion”,

In planning and performing cur audit we assessed the potential impacts ot climate change on the Group's business and any consequential material
impact onils financial slalements.

The Group has explained in its Risk Management Repor! haw they have considered the impact of climate on the Group.

Our audit etforl in considering the impact of cimate change on the financial statements was focused on evaluating management's assessment of the
impact of cimale risk, physical and transition and their climale commilments. As part ol this evaluation, we perfaremed our own risk assessmant lo
delermine the risks ol material misstalement in ihe financial slalements lrom climale change which needed lo be considered in our audit.

We also challenged the Direclors’ considerations of climate change risks in their assessment of going concern and viability and associated disclosures.

Based on our work we have not identified the impact of climale change on the financial staterents to be a key audit malier or to impact a key audil matter.

1 08 Xaar plc - Annval Report and Financial Statements 2022
Financial Stalemenls
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independent auditor’s report continued

Risk

Our response to the risk

Key observations commurnicated
to the Audit Committee

Revenue recognition {€72.8 million -
continuing operations, 2021: £59.3 million
= continuing operations] continued

Revenue recognised over time

For a sample al revenue transactions, we
reviewed lhe respective sales contracl to
deterrine whether the contract met the
criteria in IFRS 15 tor being revenue recognised
over time.

For {he sampled lransaclions, we evalvated
judgemenls and estimates made by
managerneni regardimg the expected costs lo
complete and Lhe timing and recognition of
variation orders, by obtaming and reviewing
the variation order and comparing the cost
assumnptions ta similar projects. We also
verilied a sample of actual costs incurred to
date through to purchase invoice or timesheet
records,

To further assess the stage of completion at
year end we also physically inspected a sample
of work in progress prejects wilhin Lthe EPS
business and reviewed Lhe impacl of post
year-end changes on labour hour and cost
estimates.

Where the crileria for over lime recognition
were nol mei, we conlirmed managemenl has
recognised revenue al a point in lime, when
the relevant periormance obligation has been
salisflied.

We performed lull scope audit procedures over

this risk area covering 100% of the risk amount.

110
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Independent auditor’s report continued

Risk

Our response to the risk

Key observations communicated
to the Audit Committee

Contingent consideration [(3D) [£11.6
millian, 2021: £11.9 million)

Refer (o the Audit Commitiee Report {page 79/
Accaunting policies [page 121); and Note 22 of the
Consolidated Financial Statements [page 147]

Stralasys Solulions Limiled acquired the
remaining 35% equily slake held by Xaar 30D
Holdings Limiled in Xaar 30 on 6 Cclober

2021. The consideralion inctuded £9.3m paid

in ¢ash and a further amoeunt of up to up te
$21.2m which is conlingenl on the achievement
of cerlain milestones and 3 3% earn-oul
consideration in respect of the fulure revenues
of Xaar 3D

The Group recorded a linancial assel ol £10.9m
an the date of lhe transaclion which was
remeasured Lo C11.6m at 31 December 2022
[£11.9m at 31 December 2021) in respect of
the conlingent consideration. The estimation of
the lair valuve of this consideration is complex
and relies on significanl unobservable inputs.
The Group engaged an external specialist

to estimate the fair value ol the contingent
consideration.

For lhis valuation, management’s exlernal
specialist used a Monle Carlo Simulalion
madei given the complex conditions associaled
with the contingent consideralicn.

As at 31 Decermber 2022 the Group has
recorded a hinancial asset ot £11.6m with the
movemenl [rgm Lhe prior year due o an earn
oul payment received ol £0.2m

We have used EY internal valualion specialists
to review the methodology and reasonableness
of key assumptions used within Management’s
Monte Carlo Simulation.

We have engaged a separale EY internal
specialist 10 ascess Lhe discount rales
assumed within the Monte Carlo Simulalion,
by obtaining lhe underlying data used in the
caleutation and henchmarking it againsi an EY
range derived from comparable arganisations
and markel flata

We have assessed the censislency of the
lorecaslis with Lhe strategic plans for Lhe Xaar
30 and impacl of COVIG-19 through validating
Lhe forecast wilh Stratasys managemenl.

Given the contingent consideralion is held at
fair value, we have performed these procedures
at both the date of disposal and at year end ang
recalculated the fair value maovement recorded
in the income slatement.

We have audited the related disclosures wilh
reference 1o the requirements of UK IAS
and confirmed they are cansistent with the
specialist’s valuation report.

The methedology used by management to
establish the fair vatue of the tontingent
consideration is appropriate and the resulting
valuation based upon key inputs is within our
independently established range.

112
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independent auditor’s report continued

Our application of materiality
We apply the concep! al materiality in planning and perlorming the audil, in evaluating the effecl of idenklied missiatements on the audil and in
lorming our audil opinion. .

Materiality
The magnitude of an emission or misstatement that, individually or in the aggregale, could reasonably be expected to influence the economic decisions of the
users of the financial statements. Materialily provides a basis for determining the nature and extent of our audit procedures,

We delermined materiality for the Group Lo be £364k 12021: £300k}, which is 0.5% {2021: 0.5%) of Group revenue. We believe thal revenue provides us
with ihe mos! appropriate basis given it is the main KPI for the Group, and given the Graup’s recenl history of losses,

We determined maleriality for the Parent Company to be £364k (2021: £300k), which we capped at the Group materiality.

During Lthe course of our audil, we reassessed initial materialily and updaled for final resull for the year.

Performance materiality

The apptication of materiatity at the individuat account or batance ievet 1t is set at an amoun! to reduce 10 an appropriately low level the prabability that the
aggregale of uncorrected and undetected misstatements exceeds materiality.

On the basis of our risk assessments, logether wilh our assessment ol the Group's overall conlrol enviranment. our judgemenl was that perlormance
materiality was 50% {2021, S0%) of our planning maleriality, namely £182k 12021: £150k). We have maintained performance materialily al this
percenlage refiecting our observalions of the Group's systems and processes. susceplibility of the financial stalements lo management override and
historical audit findings.

Audit work at component tocations for the purpose of oblaining audit coverage over signiticant financial statement accounts is undertaken based

an a percentage of lotal performance malerialily. The perlormance materiality sal for each component is based on Lhe relative scale and risk ol lhe
camponent e the Group as a whole and our assessmenl ol the risk of misstatement al thal component. In the current year, the range of performance
materialily atlocated 1o caomponents was £68k lo £130k [2021: £30k lo £112k].

Reporting threshold
An amount befow which identified misstaternents are considered as being clearly triviat.

We agreed wilh the Audit Cornmillee Lhal we would report Lo them all uncorrecled audil diferences in excess of E18k (2021: E15k], which is set at 5%
of planning maleriality, as well as dilferences below that threshotd thal, in our view, warranied repariing on qualitative grounds.

We evaluate any uncorrected misstatements against both the quantitative measures of materiality discussed above and in light of ather relevant
qualiative considerations in forming our opinion. ’

Other information

The cther inlormalion comprises the intormalion included in Ihe annual report, olher than the financial statemenls and our audilor's report. The
dirgclors are responsible for the other information conlained within (he annual reporl.

QOur opinion on the linancial statements does not cover the olher infarmation and, except to the extenl otherwise explicitly stated in this reporl. we do
nol express any form ol assurance conctusion thereon.

Our responsibilily 1s (o read the other informalion and. in doing so, consider whether the other information is malerially inconsislenl wilk Lhe financiat
slalemenis or aur knowledge oblained in the course of Lhe audil or olherwise appears to be materially misslaled. Il we identily such malerial
inconsistencies or apparent malerial missiaternentis, we are reguited 1o delermine whelher this gives rise to 3 material missiatement in ihe financial
slatements themselves. If, based on the work we have performed. we conciude thal there is 2 material misslalement af the other informalion, we are

required ta reporl that facl.

We have nothing to report in Whis regard.

Opinions on other matters prescribed by the Companies Act 2006

tn cur opinion, Whe part ol the directors remuneration report {0 be audited has been properly prepared in accordance with the Comnparies Act 2006

Inour ppinion, based on the work underlzken in the course of the audit:

the infarmation given in Lhe stralegic report and the directars’ repard fac the financial year foc which Lhe financial slatemenls are prepared is
consislent wilh the financizl slatemenls and those reports have been prepared in accordance wilh applicable legal requiremenls;

the information about inlernat cantrol and risk managemenl systems in relalion to financial reporting processes and about share capital struciures,
given in compliznce wilh rules 7.2.5 and 7.2.6 in Lhe Disclosure Rules and Transparancy Rules sourcebook made by the Financial Conduct Authorily
{the FCA Rutes). is consislent with the financial slatements and has been prepared in accordance with applicable legal requirements; and
information about the company’s corperate governance statement and practices and about its admnistrative, management and supervisory bodies
and their committees camplies with rules 7.2.2, 7.2.3 and 7.2.7 of the FCA Rules.

1 1 4 Xaar ple - Annual Report and Financial Statemants 2022
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Independent auditor’s report continued

Auditor’s responsibilities for the audit of the financia! statements

Our objeclives are lo oblain reasonable assurance sboul whether the linancial slalements as 3 whole are free from malerial misslatemenl, whelher
due lo fraud or error, and to issue an auditer’s report thal includes our opinion Reasonable assurance is a high lavel ol assurance, il is not 2
guaraniee thal an audit conducled in accordance wilh ISAs (UK will always detec! a material misstalemenl when il exisls. Misstalemenls can arise
Irom fraud or error and are considered material if, indivdually or in the aggregale, they could reasonably be expecled o influence the econormic
decisions of users laken on the bass of Ihese financial statemenis.

Explanation as to what extent the audit was considered capable of detecting irregularities, including fraud

Irregularities, including Iraud. are instances of non-compliance with laws and regulalions. We design procedures in line with our responsibilives.
oullined ahove, 1o delecl irregularilies, including fraud. The risk ol not detecting a malerial missialement due lo fraud is higher than Lhe risk ol nol
delecting one resulting lrom error, as fraud may involve deliberate conceatment by, for example, forgery or inlenhional misrepresenlalions, or (hrough
collusion. The extent lo which our procedures are capable of delecting irragularilies, including fraud is delailed below.

However, the primary responsibility for the prevention and detection of fraud rests with both those charged with governance of the company and
indrdyennen ",

We obtained an understanding of the legal and regulalory frameworks that are applicable to Lhe group and determined that the mosl significant

are lhose that relate lo the reporling Iramewark [IFRS, FRS 101, the Companies Act 2006 and 1he UK Corporaie Governance Codel and the relevant
lax compliance regulations in the junisdictions in which the Group operales. In addition, we concluded that there are certain significant laws and
regulalions which may have an effecl on the determination of the amounts and disclosures in Lhe financial statements being the Listing Rules of the
UK Listing Authonity, and those regulations refating to health and salety and employee malters.

We undersiood how Xaar plc is camplying with those framewarks by making enquiries of management, the Company Secretary. and those
responsibie for legal and compliance procedures, We corraborated our enguiries through our review of board minutes, papers provided to the Audit
Cemmitlee, discussion wilh the Audil Commiltee and any correspondence received from requialory bodies.

We assessed the susceplibitity of the group’s financial stalemenls to material misstaternenl, including how fraud might occur by audil. We alsa
considered performance largets and their influence on efforls made by management to rmanage earnings or influence the perceplions of analysts
We cansidered the pragrammes and controls thal the Group has established 10 address risks identified, er thal atherwise prevent, deier and detect
fraud and how senier managemenl moniters those programmes and controls. Where the risk was considered to he higher, we performed audit
procedures la address each identified fraud risk including revenue recognition as discussed above. These procedures included lesting manual
journals and were designed to provide reasonable assurance thal the financial statements were free from fraud or error.

Based on this understanding we designed our audit procedures to identify non-compliance with such laws and regulations. Qur procedures

involved journal enlry lesling, wilh a focus an manual consolidalion journals and journals indicating large or unusual lransactions based on our
understanding of the business: enquiries ol the Company Secrelary, head of legal, audil commitlee, managemenl: and locussed tlesling, as relerred
fo in lhe key audil matlers section above. In addition, we compleled procedures ta conclude on the compliance of the disclosures wn the Annual
Report and Accounts wilh the requicernenls of the relevant accounling slandards, UK legislabion and Lhe UK Corporate Governance Code.

Afurther description of our responsibilities tor the audit ot the financial statements is located on the Financial Reporting Council's website at
hitps:/Aew frc.org.ukfauditorsresponsibilities. This description torms part of our auditor’s report.

Other matters we are required to address

« Following the recommendalion from the audil comrmiliee, we were appoinled by the company on 28 June 2022 to audit the linancial stalemenls lor
the year ending 31 Decermnber 2022 and subseguent linancial periods.

« The period of lolal yninierrupied engagement including previpus renewals and reappointments is 4 yaars, covering the years ending 31 December 2019
10 31 December 2022

= The nan-audit servces prohibited by the FRC's Ethical Standard were nol provided to the group or the parent campany and we remain independent
of the group and the parent company in condycting the audit.

« The audil opinion is consistent with the additional report to Lhe audit commitlee,

Use of pur report )
hisrcenort is made solely Lo the company's members, as a body, in accerdance with Chapter 3 of Part 16 of the Companies Act 2006. Qur audit work

Senior statutory auditor
lor and on behall of Ernst & Young LLP, Statulory Audilor
Cambridge

27 March 2023
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Consolidated statement of financial position
as at 31 December 2022

., Restotled
2072 2021
Notes £'000 C'000
NMon-current assats
Goodwill 15 7,163 5,894
Other intangible assets 15 8,481 4,043
Praperty, plant and equipment 17 16,104 16,226
Right-pl-use assel 18 8,068 8,829
Financial asset at fair value through profit or loss 22 11,08% 11.850
Deferced Lax assel 3 726 -
Other non-current assels 21 134 -
51,957 46,842
Current assets
Inventories 20 29,148 18,839
Trade and other receivables 2 11,527 10,1861
Current tax asset 2 735 531
Financial asset al fair value Lhrough proht er loss 22 517 -
Cash and cash equivalents 2 8,548 25,051
50,473 54,582
Total assets 102,440 101,424
Current tiabilities
Trzde and other payables 24 14,862) 5971
Provisions 25 (405) [264)
Contract liabilities 5 13,799) [3,541)
Berrowings and financial liabilities 22 1379] -
Lease liabilities 18 11.032) 692t
120,477} 120.468)
MNet current assets 29,994 34,314
Non-currant liabilities
Deferred lax Liabilities 23 - [l
Lease liabilities 18 7,800} 18,499
Provisions 25 [300) {3001
Qther financial liabililies 24 (2,094) 13,354}
Totat nan-current Yabilities [10,194} [112,154)
Total liabilities 30,6711 [32,622]
Net assets N, 769 58802
Equity attributable to owners of the parent company
Share capilal 26 7.844 7,844
Share premium 27 29,427 29.427
Own shares 28 (775) 1.923)
Translation reserve 29 1,628 van
Other reserves 30 23,379 21,820
Retained earnings 30 10,266 10,623
71,769 48.802

Total equity

The financial stalements of Xaar plc, registered number 3320972, were approved by Lhe Board of Direclors and aulhorised for 1ssue

2023. They were signed on its behalf by: :

Chiel Executive Dificer hief Financial Officer
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Consotidated cash flow statement
for the year ended 31 December 2022

2022 2021
‘ Noles €'ooo £000
Profit before lax frem continuing operations A24 994
{Lassl/prolit before 1ax from discontinued operations 1 (159) 13.503
Total Profit/[loss) hefore tax 665 14,497
Adjustments for;
Share-based paymenls 32 1,748 758
Depreciation ol properly, plant and equipment 17 2,654 3318
Depreciation of right-ef-use assets 8 1,071 87
Amortisation of inlangible assets 16 1.067 475
Impawmenl of assels 17 w7 -
Research 2nd development expenditure credil 1379) 15821
investment income 138) 13
Inlerest expense 453 252
Unrealised foreign exchange gains (797 (23
Gain on remeasurement of derivative Liability 22 - 12.919]
Payment of cash settled share-based payments {249) -
Fair value loss/Igainf on financial assets at FVTPL 22 8 [987)
Loss on disposal of properly, plant and equipment BO 77
Profit on disposal of investment in subsidiary - (17899
Increase/fldecrease) in provisions 25 141 [74]
Operating cash flows before movements in working capital 6,571 12,240
Increase in invenlories [9.462) [7.964)
Decreaseflincreasel in receivables 8121 (1.5251
[Decreasel/mcrease in payables {1.914) 9525
Cash utilised by operations 15.617) [2.204]
Nel Income laxes received 112 150
Net cash ysed in aperating activities {5,505) [2,054)
Investing activities
Investment income 38 i3
Treasury depasils [depositedl/wilhdrawn - 161
Purchases of property. plant and equipment 12,456] {1.,876]
Proceeds frem disposal of property, planl and equipment 17 209
Purchases of Intangible assels 12,933 {38l
Cash earn-out received from hinancial assets at FVTPL 2 235 -
Proceeds frem disposal of investment in subsidiary ’ - 9.272
Cash altribylable to subsidiary sold - 19é]
Acquisition of subsidiary {Megnajet) nel of tash acguired {2021 :acquisition of FFEY {1,202} 168
Assel acquisition [Technomationl, nel of cash acquired 12,334) -
Net cash lused in)/provided by investing activities [8,634) 7813
Financing activities
Proceeds irom sale of own shares 408 150
Payrmant lor own shares acquired 28 (1,000} -
3
Paymenl of lease liabilities and interest N [914] (824l
Net inflows [rom inveice discounting {acility n 1Y -
Qiher interesl paig [22) -
Met cash used in financing activities (2,915) 18741
Net |decreasel/increase in cash and cash equivalents {17,0654) 5,085
Effect of foreign exchange rate changes on cash balances 549 1110
Cash and cash equivalents at the beginning of the year 25,051 0076
8,546 25.05t

Cash and cash equivalents at the end of the year

Cash and cash equivatents hwhich are presented as a single class of assel on the tace of the consolidated statement of linancial position) comprise
cash al bank and other callable deposils with a nolice period of three months aor less. The carrying amount of these assels is approximately equal o

their fair value.
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Notes to the consolidated financial statements continued
for the year ended 31 December 2022

2. Key sources of estimation uncertainty and critical accounting judgements continued

Acquisition of Megnajet Ltd and Technomation Ltd - note 36

There is & high level of judgement surrounding the valuation of goodwill and acquired inlangidles for any malerial acquisitions and this applies 1o Lhe
acquisition of Megnajel and Techpomation in Lhe year. An additional judgement was required araund the classificalion of Technomation as an assel
purchase rather than a business purchase and it was concluded as such as a resutt of the applied concentration tesl under IFRS 3:B7(A)a.

Management involved & third parly valualion expert to eslimale the vatue of the acquired inlangibles and goodwill Lo ensure the judgements are
appropriaiely considered.

3. Significant accounting policies

Basis of accounting

The Group financial statemenls have been prepared in accordance wilh UK adapted International Accaunling Standards IAS). The financial information
has been prepared on the basis of all applicable IFRS, including all International Accounting Standards [1AS]. Standing Inlerpretations Commillee

{SIC] interpretations and Internalional Financial Reporting Interpretalions Committee (IFRIC] interpretations issued by the Internalionat Accounling
Standards Board IASBI that are appticable to the financial period.

The financial slalemenls have been prepared on Lhe hislorical cost basis, excepl [or lhe revalualion el linancial instrumenls. The Group financial
slalements are presented in Sterling and all values are rounded Lo the nearest [housand pounds [£'030] excepl when olherwise indicaled. The principal
aceaunling policies adopled are set cul below.

Basis of consolidation

The consclidated financial stalements incarporalte the financial statements of Xzar ptc ("the Company™] and entities controlled by the Company [its
subsidiaries’] made up to 31 December each year. Control is achieved where the Company has the power to govern the financial and operating policies
of annvestee entity $¢ as to obtain benefits from its activities. An investor controls ancther entity, an investee, if and only if the investor has all of the
following: it has power over the investee. exposure or rights Lo variable returns from its involvement with the investee, and the ability to use its power
over Lhe inveslee to affecl the amounl of Lhe invesior's returns To have power, an inveslor musl have existing substantive righls that give il Lhe current
ability to direct the relevant aclivilies. The investor reassesses whether il controls an enlily if facts and circumsiances indicate changes to one or more
af the elemenis of control.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated income statement lrom Lhe dale of acquisition or
up to the date of disposal, as appropriale Where necessary, adjustments are made 1o the financial statements of subsidiaries 1o bring the accounting
palicies used in line with those used by the Group.

All intra-group Iransactions, balances, income and expenses are eliminaled en consolidation. Foreign exchange gains and losses arising on the
relranslation of trading balances with subsidiaries with dillerenl funclional currencies are reported in the income slalement.

Profit or loss and each componen! of other comprehensive income are attributed to the owners of the Campany and to the non-controlling interesis.
Total ¢comprehensive income of subsidiaries is atiributed o the owners of the Company 2nd Ie the non-controlling interests even if this results in the
nan-controlling interests having a deticit balance,

Changes in the Group's inleresls in subsidiaries thal do nol resull in a lass of conlrol are accounied for as equily Iransaclions. The ioss of control of
4 subsidiary resulls in the recegnilion of a gain or loss on the sale of the inlerest sold and the derecegnition of all assets, liabiliies and any retained
non-cenlrolling interest

Going concern

The Group's business activities, together with the tactors likely to alfect its future devetopment, pertarmance and position, are set out in the Strategic
Reporl on pages 16 lo 25, Noles 21 and 22 include a descriplicn ol the Company’s objectives, policies and processes lor managing ils capital; ils
linancial risk management objectives delails of its linancial instrumenls and hedging activties: and its exposure o credit risk and liquidily risk. The
Group’s day-to-day working capilal requirements are expecled Lo be met through the current cash and cash equivalent resources lincluding Lreasury
deposiisl al Ihe balance sheet dale of 31 December 2022 of £8.5 million. As set out in nale 22, the Group has a £5 million invaice discounling facilily, of
which £0.4 million was drawn as al 31 December 2022.

The Group has prepared and reviewed monthly profit and cash faw forecasts which cover a period up to 30 June 2024, the going concern period. This
hase case lorecasl position has been compiled by considering the performance of the different businesses across the Group and each of their funding
requirements which represents the current Board approved forecasls. These torecasts reflect existing technologies and producls, existing OEM
adaplion, the comnutled order pipeline, an increasing cusiomer install base and demand lor consumables such as Iluids across the customer base
and no specific risks around credilworthiness. This creates a high degree of prediclabilily within the short-term cash Tlows, which have been faclored
in lo the tevel of sensilivily lesting and reverse siress testing pecfermed below. As sel oul in nate 4, Lhere is no concenlralion ol revenues tram an
individual customer. The operational steps described in the Strategic Report alse provide increased prediclability over fulure margins, which have been
incorporaled in this hase case lorecast Using this base case, liguidity compliance has been assessed across the going concern period and is sufficient
to enable the Group to setlle ils obligalions as they fall due.

To support the going concern conclusion, a sensitivity analysis has been perfarmed which models a 10% reduction in revenue and 2% reduction in
gross margin in comparison to the base case and is below the reported FY22 actual result. The outcome of this sensitivity analysis is that the Group
maintains liquidity across the going concern period and is able to meet all torecasted obligations as they fall due. Areverse giress scenario has alse
been pertormed lo model he circurnstances required Lo eliminate available liquidily during the going concern period. This includes reducing revenues
and reducing gross margin. This reverse siress scenario requires a reduction in revenue in excess of 25% in comparisan lo the base case and is below
the reporled FY22 aclual result, a5 is lhe assumed margin, The Direclors believe the possibilily of this combination of severe downsides arising to be
remaole given the recurring revenue base and prediciability of forecasis. and Lhal there are numercus condrollable mitigating aclions such as delerring
non-committed capilal expenditure and reducing perlormance relaled pay which could be taken lo avoid a liquidity breach.
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Notes to the consolidated financiat statements continued
for the year ended 31 December 2022

3. Significant accounting policies continued

Revenue recognilion

Overall policy
Revenue is measured based on the consideralion lo which the Group expects to be enlitled in 2 conlracl with 2 cuslomer and excludes amounts
cellecled on behall of third parlies. The Group determines whelher lo recognise revenue, following a live-step process

Idenlifying the conlract with a customer:

Identifying the performance obligations:

Determining lhe lransaclion price:

Allgcating the transaction price to the performance obligations: and

ANER

Recognising revenue when/fas performance obligation(s] are salislied.

Revenue streams
Revenue arises from a number ot sources but mainly “product sates”.

» Lhe manufacture and sale of printheads
« gngineered printing solutions and
« digital imaging devices

The Group alse pravides consulling and research and development services |“commissions and services’], and licenses intelleclual properly to Lhird
parties as part of royally-based revenue (“licensee royalties™].

Revenue is shown net of value-added tax, returns, rebates and discounts and alter eliminating sales within the Group.

\dentification of perfarmance obligations

When the Group enters inlo an agreement with a customer, goods and services deliverable under the conlract are identified as separale performance
obligations ["obligations”) 1o the extent that the customer can benefit from the goods or services on their own and that the separate goods and services
are considered distinct from other goods and services in the agreement. Where individual goods and services do not meet the criteria to be identified
as separate obligaticns they are aggregated with olher googs andfor services in the agreement until a separate ocbligation is identilied.

Typically each of the revenue streams lisled above qualily as separale performance obligations, with cansideration allocated accardingly. However, for
certain of the Digital Imaging and Preduct Print Systems contracts, the performance obligations are not distinct, for example where the services are
essential or ihe customer 1o be able to benefit from Lhe product sale.

Timing of revenue recognition

Revenue is recognised in accordance with IFRS 15 when control has been transkerred to the customer. For praguct sales, revenue is recognised at

a point in lime, unless specilic condilions have been satisfied allowing revenue o be recognised over 3 period of time as identified in Lhe five-slep
process {abovel; Lhis can arise in Lhe Product Print Systems and Digilal Imaging segmenls for example where 1he asset produced does not have an
alternative use and the Group has an enlarceable righl Lo payment lor performance compleled lo dale. An input methodology fbased on estimaled
labour hours or cosis] is used as Lhis depicts ithe performance condilions when recagnising revenue over lime. Where this is the case, the performance
obligalions are typically not distincl as set out above. Payments for revenue recognised over lime are typically in instalmenls whereas point in lime
revenue is typically invoiced in arcears.

Cemmissions and services revenue is recognised aver time where the customer simultaneously receives and consumes the benefits of the Group's
performance obligatians. Where this is not the case. revenue is recognised at a point in tme. Payments for this revenue siream are typicatly in arrears.

Royaliies are recognised en an accruals basis, based en quarlerly stalements received from each licensee. The royallies arise from the licensee’s use
of their printheads and the Group’s relaled intellectual property inslalled in equipment developed by original equipment manufacturers [OEMSs].

Further details of payment lerms are provided in nate 21.

Receivables

A receivable is recognised when Ihe performance obligalions are satisfied le.g. upon shipment for product sales, upon delivery as services are
rendered or upen completion of servicel as Lhis is the point in ime Lhal Lthe consideration is unconditional because only the passage of kme is required
before the paymenl is due, there will be a reservation of litle uniil payment has been received, but conlrol has been Iranslerred.

Investment income
tnvestmenl income is accrued on a lime basis, by reference to the principal outslanding and al the efleclive inerest rale applicable, which is the rate
(hat discounts estimaled fulure cash receipls through the expected life of the inancial assel lo that assel’s nel carrying amounl.

interest expense )
Inlerest expense on lease liahilities is a component of finance costs which is required to be presented separately inthe income staternent,

Foreign currencies

The individual financial stalemenls of each Group company are presenled in the currency of the primary econarmic environment inwhich il operates
lits functicnal eurrencyl. For the purpose of the censolidated financial slatements, the resulis and financial posilion of each Group company are
expressed in Slerling, which is the funclional currency of Ihe Company and Lthe presentation currency for he consolidated financial staternenls.

Exchange diflerences arising on the settlement of monetary assels and tiabifities. and on the retranstation of monetary assets and trabitities, are
included in the income statement for the period. -
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Notes to the consolidated financial statements continued
for the year ended 31 December 2022

3. significant accounting policies continued

Property, plant and equipment continued

Depreciation ig charged so as 1o write off the casl or valualion of assets, less Iheir residual values, olher Ihan assets in (he course of construclien, over
their eslimated useful Wves, using the straight-line melhod, on the following bases:

+ Leasehold properly improvernenis: Shorier of the lease lerm and 20 years

* Plani and machinery: 3 1o 20 years

* Furniture, fittings and equipment: 3 o Z0 years

« Buitdings: Up to 40 years

The gain or loss arsing on the disposal of an asset is delermined as the dilference between the sales proceeds and the carrying amounl of Lhe assel
and is recagnised in incame.

Spare paris are capitalised within property, plant and equipment where it is expecied that future economnic benefils will fiow te tha entity and the cost
can be measured reliably. This typically relates to critical spares, which must be maintained for business continuity. Depreciation of these assets

commences both when the assets are bought and when they are put in use. The former has longer usetul life of six years v account tor the ‘idle” time
whilst the lalter is shorter uselul lile of theee years which is an approximalion lor the average usetul life of a part in use.

Internatly generated intangible assets - research and development expenditure
Expendilure on research activities is recognised as an expense in the parod inwhich it is incurred.

Aninternally generated intangible asset arising from the Group's development is recognised only if the conditions of AS 38 paragraph 57 are met.

Internally generaled intangible assels are amortised on a siraighl-line hasis over 3 to 20 years. Where no internally generated inlangible assel can be
recognised, development expenditure is recegnised as an expense in the period in which il is incurred.

Other intangible assets
Cosis incurred in mainfaining the paten( and (rademark perifolio are wrillen off (o (he income slatement as incurred.

Acquired inlangible assets as a resull ol business combinations are capitalised and amoriised on a straight-line basis over lheir estimated useful lives,

Payments in respect of software, and licence rights acquired are capitalised at cast and amartised on a straight-line basis over their estimated usetul lives,

» Capitalised development cosls - Patents over lhe life of the patent; Development cosis based on ihe project life
« licences acquired shorter of the bcence term and 20 years

« Soltware - three lo filteen years with IT eguipment being three years and infrasiruclure up to fifteen years

« Cusiomer relationships - six L eighl years

» Brands - ten years

» Technology-based patents - six years

Impairment of tangible and intangible assets excluding goodwill

Al (he date of each stalement of finane:al position, the Group reviews the carrying amounts of its tangible and inlangible assets to determine there is
any indicalion thal those assels have suliered an mpairment loss. 1t any such indication exists, lhe recoverable amount of the assel is estimated in
order lo determine the exlent of the impairment loss [if any). Where the assel does ot gengrale tash llows thal are independent fram aiher assels,
lhe Group estimates the recoverable amount of the €ash-generaling unil lo which the asset belongs.

Recoverable amount is the higher o fair value less costs of dispasal and value-in-use. In assessing value-in-use, the estimated luture cash llows are
discaunted to their present value using a pre-tax discount rate that reflects current markei assessrments of the lime value of money and the risks
specilic Lo the assel tor which Lhe eslimatles ol fulure cash Ilows have not been adjusied.

Il the recoverable amount of an assel {or cash-generating umt} 15 estimated to be less than ils carrying acneunt. the carrying amount of the asset
|cash-generating unit} is redueed toils recoverable amounl. An impairmenl loss is recognised as an expense immediately.

Where an impairment loss is subsequently reversed, the carrying amounl af lhe asset for cash-generating unit] is increased Lo the revised estimale
ol its recaverable amount, but 54 thal the increased carrying amount does not exceed the carrying amoun! Lhat would have been delermined had
no impairmentl loss been recagnised for the assel lor cash-generaling unit} in prior years. A reversal of an impairment loss is recognised as income
immedialely.

Leases

The Group assesses whether a conlract is or contains a lease, at inceptian of the contract. The Group recognises a right-of-use asset and a
corresponding lease liability with respect ta ali lease arrangements in which it is the lessee, except for short-lerm leases [defined as leases with a
tease lerm of 12 manths ar less) and leases of tow-value assels. For these legses, the Sroup recognises the lease payments as an operating expense
on a straight-line basis over the term of the lease unless another sysiematic basis is more representative of the time paltern in which economic
benelils from Lhe leased assels are consumed.

The lease liabilily is inilially measured at the present value of the lease paymenis thal are not paid at the commencement date, discounted by using the
raleimplicit in the lease I Lhis rale cannol be readily determined, the Group uses ils incremental borrowing rate. Generally, an incremental borrowing

rale approach is applied.
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Notes to the consolidated financial statements continued
for the year ended 31 December 2022

3. Significant accounting policies continued

Impairment of financial assets
The Group recognises an allowance for expecied credil tosses (ECLs| for atl debt instrumnents nol hetd al fair vatue through proli or loss.

ECLs are based on the difference between the contraciual cash flows due in ccordance with the contract ang all the cash flows that the Group expecls to
receive, discounted at an approximation of the original effective interest rate. The expecled cash flows will mclude cash {lows from Lthe sale of collaleral held
or other credit enhancements that are integral to the contractual terms.

ECLs are recognised in lwo slages. For credi expasures far which Lhere hag not been a signilicant increase in credil risk since initial recognition, ECLs
are provided for credil Losses that resull Irom defaull events lhal are possible wilkin the next 12 months (a 12-month ECL). For thase credil exposures
for which Ihere has been a significant increase in credil risk since initial recognilion, a loss allowance is required lor credit losses expected over lhe
remaining Life of the exposure, ircespeclive of the liming of the defaull [a lifetime ECLI. Trade receivables and coniracl assels are recognised using a
lifetime ECL approach

Far financial assets carried at amortised cost, the amount of the impairment is the diference between the asset’s carrying amount and the present
value of the estimated trture cash Fows, discounted al the financial asset's original effective interest rate.

Derecognition of financial assets

The Group derecegnises a financial asset only when the contractual rights lo the cash ilows from Lhe asset expire, ar when it ransfers the financial
assel and substantially all the risks and rewards of cwnarship of the asset lo another eality. If the Group neither transfers nor retains substantialty
all the risks and rewards of ownership and conlinues 1o conlrol Ihe transiarred assel, the Group recognises ils retained interest in the assel and an
associated liability for amounts it may have lo pay. If the Group retains substantially all the risks and rewards of ownership of 3 transferred financial
assel, the Group continues to recognise the financial asset and aiso recognises a collaileralised borrowing for the proceads received.

The decision as ta whether a transfer qualitias lor derecagnition is made by applying a combination of risks and rewards and control tests. The risks
and rewards tests seek o eslablish whelher, having translerred a linanciai asset, the entity conlinues to be exposed to the risks of ownership ol that
assel and/for centinues to enjoy the benefils thal it generales. The canlrol tesls are designed with 3 view to understanding which entily conirols the
asset li.e. which enlity can direct how the benelits of that assel are realised|.

Inherent in the IFRS 9 derecognition madel is the nation af ‘stickiness’, i.e. it is mare difficult to remove an asset from an entity’s statement of financial
position than it is 1o recognise that asset in the tirst place. Derecognilion cannot be achieved by merely transterring the legal title to a hnancial asset
Lo another parly. The subslance ol Llhe arrangemenl must be assessed in order 1o determine whether an enlily has translesred the economic exposure
associaled with Lhe righls inherenl in Lhe assel [i.e. i1s risks and rewards| and, in some cases, conleol of those nighls. On derecagnition ol a linancial
assel. the difference between Lhe asset’s carrying amounl and Lhe sum of Lhe consideralion received and receivable and Ihe cumutative gain or loss
thal had been recognised in olher cormprehensive income and accurnulated in equily is recognised in profil or loss.

Financiat liabilities and equity
Debl and equity inslruments are classified as either financial lisbilities or as equity in accerdance with the substance of the contractual arrangement.

Financial liabitities
All financial liabililies are measured subsequenlly al amortised cos! using the effective inlerest method ar al fair value through profit or loss [FVTPL].

Financial liabilities are classitied at FVTPL when the financial Liability is [il contingent consideration of an acquirer in a business combination, liil held
for trading or liil it is designated as at FYTPL.

The elleclive inleresl melhad is a melhed ol calcutaling the amortised cost of a financial liabilily and of allecaling inlerest expense over Lhe relevant
period. The effective inlerest rate is tha rale thal exactly discounts estimated future ¢ash payments {inctuding all fees and points paid or received (hat
lorm an integral part of the elfective interesl rate, iransaction costs and ather premiurs or discounts) through the expected life of the financiat liabilily,
or [where appropriate) a sherler period, Lo the amorlised cost of 2 hnancial liability.

Derecognition of financial liabilities
The Group derecognises financial liabitilies when, and only when, the Group's obligalicns are discharged, cancelled or have expired. The ditfarence
belween the carrying amount ol the financial liabilily derecognised and lhe consideration paid and payable is recognised in profit and loss.

Cash and cash equivalents
Cash and cash eguivalents comprise cash on hand and demand deposits and other short-tecrm highly liquid investments that are readily convertile to
a known amount of cash with an original maturily of three months or less and are subject to an insignificant risk of changes in vatue.

Treasury deposits
Treasury deposils comprise demand deposits that are converlible to a known amounl of cash with an original maturily of belween three months and
12 months and are subjecl to an insignificant nsk of changes in value.

Interest-hearing loans and borrowings

Interest-bearing loans and bank overdralls are measured initially at tair value, net of direct issue costs. Finance charges, including premiums payable
on selilement or redernpiion and direcl issue cosls, are accounted for on an accrual basis in the income statement using the etlective interest rate
melhad and are added (o the carrying amaunl of the inslrurment to the extent thal they are nol settied in the peried in which Lhey arise.

The Group has enlered into an invoice discounting arrangement. See nole 22.
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Notes to the consolidated financial statements continued
for the year ended 31 December 2022

4. Reconciliation of adjusted financial measures

2022 2021

Mote €000 £000

Profil before lax (rom cantinuing operalions 824 994
Share-based paymenl charges 9 1,748 758
Exchange ditferences on inlra-group lransaclions 811 95
Gain on derivative financial liabilities 22 - [2.919)
Restructuring and transaction expenses 450 1.404
Research and development expenditure credit (379) 1270]
Fair value gain on financial assets at fair value through profit or loss 22 8 {e87)
Amortisation of acquired inlangible assels 14 82 354
Adjusied profit/ilose] belore tax from continuing nperations 2,822 571)
Interest income 10 (38} (4]
Finance cosls 453 242
Depreciation of properly, plant and equipment 17 2,654 3318
Amarlisalion of intangible assels folher than acquired inlangibles) 16 85 m
Loss on asset dispasal 80 7
Impairmenl of assets 17 147 -~
Adjusted EBITDA from continuing operations 5,203 3183

EBITDA is calcutated as statulory operaling profit before deprecialion fother than that arising from IFRS 16 accounlingl, amortisation and impairment
of property, plant and equipment, intangible assets and goodwill. Adjusted EBITDA is calculated as EBITDA excluding other adjusting ttermns as defined.

Adjusted financial measures are alternative perfarmance measures, which adjust for recurring and ngn-recurring tems that managermnent consider to
have a distorting effect on the underlying resulis of the Group.

Share-based paymenl charges include the IFRS 2 charge for the period of £1,559,000 [2021: £653,0001 2nd Lhe debit relaling to National tnsurance on
the oulstanding potential share oplion gains of £18%.000 {202t : £105,000(.

Exchange differences relating 10 the United States and Swedish operations represent exchange gains o losses recorded in the consolidated income
statement as a result of intra-group lransactions in the United States and Sweden. These cosls were included in general and administrative expenses
in lhe consolidaled income statement,

Gain on derivative linancial instruments relales te gains made on call oplion contracts which were exercised in 2021, These amounts are included on
the censolidated income stalement under gain on derivative tinancial liabilities.

Reslructuring and iransaction expenses of £450,000 (2021: £1,404,000] relate to costs incurred and provisions made in relation to acquisition
Iransaclions of £194.000 (2021: £961.000] and reorganisalion costs. The calculated impact of the restructuring and transaclion expenses al the
corporation tax rate of 19% would be €32,000 based on the expenses included thal would be (realed as (ax deductible (2021: €52,000}. The cash pad
relaled lo resiructuring and investment expenses is £792,000 (2021 £992,000).

The research and development expenditure credil relates to Lhe corporalion lax relief receivable relating to qualilying research and development
expenditure. This item is shown on the face of the consclidated incame statement. Cash receipts of £198,000 received during the year were in relatian
to the Xaar RDEC claim which related 10 the claim tor year ended 31 December 2020. In 2021 £219,000 was received in relation to the FFEI RDEC and
R&D cla;m which related to their financial year 1 April 2020 to 31 March 2021.

The fair value loss of €8,000 [2021: £987.000 gainl on financial assels al (air value through profit and loss relales Lo Lhe sale ol Xaar 30 Limited. The
net consideralion includes contingent consideralion that is valued and reported al fair value. The fair value mavernent is recognised in Lhe income
slaternent as fair value loss on financial assels at fair value through profit and loss. Furlber details are included in notes 1Y and 22,

The amortisation of acquired intangible 3assets relates to the acquisition of FFEl Limited in 2027 and the acquisition of Megnajet Limited and
Technomation Limited in 2022. These inciude software, patents and customer relationships for FFE! which are being amortised over six years and iP,
brand and customer relatianships for Megnajet and Technomalion which are being amortised over gighl 1o len years. These cosls were included in
general and adminislralive expenses in the consolidated income slalemeat. )
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Notes to the consolidated financial statements continued

for the year ended 31 December 2022

5. Revenue continued

2022 023

€000 £000

At a point in time 47,318 54,685
Qver lime 5,484 4,569
Total revenue 72,782 59,254
2022 202

£'000 £060

Wilhin one year 6,310 5.809
In between one and five years 127 51
Total transaction price for partially completed contracts 6,437 6060
202

2022 E'000

Asszet/liability table £°000 Reslated
Trade and other receivables 7,321 5,192
Coniract asseis 1,500 .39

Conlract liabilities (3,799 3.541]

The cantract assels represent revenue recognised in the cansalidated incame statement, bul not yet invaiced.

6. Business and geographical segments

For management reporling purposes, Lhe Group's operalions are analysed according %o the four aperating segments ol 'Printhead’, ‘Product Prinl
Systemns, ‘Digital Imaging” and 'Ink Supply Systems’, These four operating segments are the basis on which the Group reports its primary segment
inlormation and on which decisions are made by the Group’s Chiet Executive Qfficer and Board of Directors, and resources sllocated. Each business
unit 1s run independently of the others and headed by a general manager. The Group’s Chiet Operating Jecision Maker is the Chief Executive Officer.

There is no aggregation of segments for disclosure purposes

Digital Imaging was added in the second halt of 2021 as a result of the acquisition of FFEI and Ink Supply Syslems was added in the first half of 2022

a5 a result of the acquisilion of Megnaet on 2 March 2022

Segment information tor continuing operatiens is presented below:

Product Print Digital Ink Supply

inthead y Imaging Systems Unallecated Conselidated
Year ended 3t December 2022 €'000 oo £o0n €000 £'000 ‘o
Revenue
Total segment revenue 39,042 17,624 11,633 2,483 - 72,782
Result
Adjusted {lossl/gain from conlinuing operations before tax (754) 2,756 198 622 - 2,822
Share-based payment charges - - - - [1,748] (1,748l
Exchange difterences relating to intra-group lransaclions an - - - - 811
Restructuring and iransaction expenses (429 - - {21) - (4501
Gain on derivative financial liabililies - - - - - -
Research and development expendilure credil 83 - 294 - - 379
Fair value gain on linancial assets at FVTPL 8] - - - - {81
Amorlisalion of acquired inlangible assets - - (775] (207] - (982}
Profit/ilass) before tax from continuing aperations 1297) 2,756 (281 394 {1.7481 824

Unallocated corporate expense retates o administrative activities which cannot be directly attributed te any of the principal product groups. consisting
ot share-based payment charges include the IFRS 2 charge or the year and the charge relating to National insurance on the putstanding potential

share oplians.
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Notes to the consolidated financial statements continued
for the year ended 31 December 20272

6. Business and geographical segments continued
Revenuas from major products and services - Continuing operations

2022 2021

c'000 coca
Printhead 39,042 40,104
Praduct Print Systems 19,624 13,990
Digital Imaging 11,633 5.250
Ink Supply Systemns 2,483 -
Consolidated revenue [excluding investment income] 72,782 59.254

Geographical infarmation

The Group operales in Lhree principal geographical areas: EMEA, the Americas and Asia. The Group’s revenue from external cuslomers
and infrrmalion about its segments [non-current assels excluding deferred lax assets and other linancial assels) by geographical location
are detziled below:

Revenue Irom cxternal customers
Cantinuing operations

2022 2021

€000 £'000

EMEA 28,418 23.730
Asia

~ China . &,748 10,562

- Japan 376 575

- Dther . 1,045 828

The Americas |precominantly USA] 36,175 23.559

72,782 59.254

Revenues are aitributed tc geographical areas on the basis ol the customer's operating location,
Revenue altribuled to the UK was £2,680,000 [2021: £3,733.000).

Non-cyrrent asaets

022 2021

£000 £000

EMEA 31,352 27,784
Asia 213 90
The Americas [predaminantly USA) 8,450 1.657
40,018 35,57

Non-current assels being Goodwill, Other intangible assels, Properly. plant and equipment and Righi-of-use assets as these are atiributed to the
location where Lhey are situaled.

information about major cusiomers
There are no cusiomers whose revenue exceads 10% of total revenues fram continuing operations during the current and preceding year.

Revanue (rom the top live customers represents 29% of revenues §2021: 28%I.

7. Other income
The enly olher income is government grants. The accounling policy in relalion to Ihe adopled and applicable realment of government grants is
disclosed in nole 3, in accerdance with IAS 20 Accounling for Government Grants and Diselosure of Government Assistance.

During the year FFE| received a grant ot £139.276 from the UKRI Future Leaders Fellowships scheme. The purpose of this grant is to increase
throughput, quality and validity of imaging data tor Biomedical Al. The fuli £139.276 was recognised and received in the year.

Xaae ple and ils UK based subsidiaries decided ol ta lake part in any of the gaverament supporl schemes ansing lrom the COVID-19 crisis in current,
prior no preceding years.
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Notes to the consolidated financial statements continued
for the year ended 31 December 2022 '

10. interest receivable & payable
Investment income

Group 2022 Group 282
€000  Total €000 €000 Totai 00D
Inleresl receivable on cash and bank balances, and treasury deposils 38 i8 4 4

Thera was no accrued inleresl receivable at year end [2021: {1,0001. Cash interest recewed al year end was £39,000 (2021: £13.000|.

Finance Casts

2022 2021

Noles £7000 £'000

Inleresi on inveice securilisationf/discouniing 22 33 -
Inleresl v ledaes 18 242 144
Other interest costs 178 98
453 2472

Inleresl on invoice securitisation/discounting is charged daily on amounls drawn at a rale equivalent lo lhe appropriate base rate + 1.75% p.a.

Inlerest on leases is caleulzied at an eflective interest rale depending upon the inilial gross valuation of 1he lease and discownied repayment terms lo
calculate an Internal Rate of Return (IRR] required to achieve a nil value at the end of the lease term. Each lease 15 considered in isolation. a range of
discount rates and interest rales are applicable between 2.0% and 4.0%.

11. Discontinued operations

The Thin Fitm business which was disconlinued in 2019 incurred costs in 2021 and 2022 which mainly relaled lo supplier and custamer Liabilities ang
inveatory for last time buy sates. All liabitilies have now bean setlled and we mainlain an amgunt of invenlary thel is lully provided and not likely lo be
sold.

During Lhe year ended 31 December 2021, the Xaar 30 business compleled its divestment. Xaar received net cash ol £9,272.000 and as specilied in
the sale agreement, additional cash consideration ot up to $21,250,000. At the time of sale, the tair value of the consideration was determined 1o be
£10,863.000. It was recognised as a financial asset at fair value through profit or koss. Further detailis disclosed in note 36.

During Lhe year, Xaar received earn-out income amounling lo £289 000 JE236,000). At year end, the fair value was re-estimated 1o be £11.605,000

[2021: £11,850,0001. The loss of £8,000 [2021: £987,000 gainl is presented in Lhe income slalemenl as [air value gain on linancial assels al fair value
through prolil or loss. The resulls of Xaar 3D business for the period ended 1| November 2021 are included i the discontinued operations in the income
stalemenit lor the year ended 31 December 2021.

The results of Thin Film angd 30 related activilies lor the year are shown below:

Thin Film 30 Tolal Thin Film 30 Tovat

2022 2022 2022 2021 2021 2021

£'ono a0 €000 000 000 L£'000
Revenue - - - 384 298 3,302
Expenses {1591 - (1591 18623] {7.075§ [7.6981
Loss betore income tax 1159) - {159} 239} t6,157) 146,298)
Income tax credil - ~ - - 0 30
Nel loss before gain on sale ) (1591 - (1591 {2391 16.27] (4,366)
Gain on sale ol investment in subsidiary - - - - 17,899 17.899
{Lossb/prafit after incame tax from discontinued operations (159) - (159) 2391 13.772 13,533

The 2021 gain on sale of inveslmenl in subsidiary was not subject lo income tax because it fails under the Substantial Shareholding Exemplions |SSE) Rule.

1 3 6 Xaar plc - Anngal Report and Financial Statements 2022
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Notes to the consotidated financial statements continued
for the year ended 31 December 2022

12. Tax
Total tax catcutation:
2022 2027
Nates. €000 £'qon
Current tax - UK {269} 100
Currenl lax - overseas a7 15
1182] 119
Amounts under provided in previous years 9% 7
Total current income tax [crediti/charge 184) 18¢
Deferred tax - originalion and reversal {aey) 45
Adjustment in respect of prior years - 8
Total deferred tax credit {8e1} 83
Total tax [eredit)/charge for the year (9471 249

The rate of tax far the year, based on the UK standard rale of corporation tax, is 19% [2021: 19%]). Taxation for other jurisdictions is calculated at the
rates prevailing in Lhe respective jurisdiclions.

The Finance Act 2021, which was substanlively enacied on 10 June 2021, amended the main rale ol carporation 1ax to 25% from 1 April 2023, As deferred
lax assets and Labililes are reasured al the rates thal are expecled 1o apply in the periods of the reversal, deferred tax balances at 31 December 2022
have been calculaled at the rate at which the relevant balance is expected to be recovered or seltled

The cash flow slalemen! shows repayments of 1ax for £113,000 during the year [2021: £150,000]. The £113.000 is broken down as £199.000 for the
ROEC clarm received and £85 000 aet income laxes pard [primarity in the US].

In the year ending 31 December 2022. the eligible UK companies in the Group are claiming R&D lax retief and RDEC for paid for development.

The ¢closing deferred lax assel al 31 December 2022 is entirely relaled 1o Lhe USA lax losses and has been calculated using the US tax rales al which
the delerred 1ax assel is expecled 10 be reversed in fulure peripds. Delails on delerred lax 2ssels and liabililies are disclosed in nole 23.

The charge for the year can be reconciled to the profit per the income slalemenl as follows:

2022 021
Notes €000 €000
Profit before tax from continuing aclivities . B24 994
[Lass)/profit before tax from discontinued activities [159) 13,503
Profit before incorme tax 665 16,497
Tax on ordinary aclivities ai standard UK rate of 19% (2021: 19%! 128 2,754
Eflect of:
Expenses nol deduclible for tax purposes B7B 398
[Non-iaxable] income (1,521} (4.021)
R&0 SME credit {285} fren
Effecl of differenl tax rales of subsidiaries operaling overseas [ (1351
Elfecl of change in UK corporalion tax rate on delerred lax 3 -
Current year losses nol recogmsed 541 1195
Previously unrecagnised amounts now recognised 11,060 -
Derecognition of previously recognised deferred 1ax balances - 141
Prior year adjusiments 82 108
Losses surrendered for tax credit 374 -
Foreign exchange on lranslation of balances - "nm -
Total tax [creditl/expense for the year 19671 269
Income tax [¢credit)/expense reported in the statement of profit and loss (9671 299
Income tax credit attributable to discontinued operations - {30
1967) 269

The expenses nol daduclible for 1ax purposes mainly relale lo depreciation on non-qualifying assels, R&D SME expendilure and share-based payments.

The elfective tax rate for the year is -145.4%. Withoul recognising the previously unrecognised US 1ax tosses, this would have been 14.0% [2021: 1.9%].

13. Dividends

No interim or final dividend was proposed or paid during the current and preceding year.
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Notes to the consolidated financial statements continued
for the year ended 31 December 2022

14. Earnings per share - basic and diluted continued

Adjusted earnings per share continued
The lax credit effect in Ihe adjusied basic earnings per share reflects the fact that the FV gainfloss on financial assets al FYTPL and Lransaclion ¢osls
were non-deduclible. R&D lax credits are nol taxable. In addilion, deferred tax assels are largely unrecognised in respect of share-based payments,

The denominalars used are the same gs thase delailed above for bolh basic and diluted earnings per share.

Adjustad earnings per share on continuing aperations is earnings per share excluding the ilems adjusted for as delaited ahove:

2022 200

Pence per share  Pence per &hare

Adjusted basic 4.8p {1.0p)

Adjusted diluted 4.5p 11.0pl
15. Goodwill

The carrying amount of gocdwilt at 31 December 2022 was £7,143,000 §2021: £5,8%4,000).

Goodwitl acquired in a business combination is allocaied, al acquisilion, to lhe cash-generaling units (CGUS| thal are expecied 1o benefil [ram Lhat
business combination. Goodwitl accurred from Lhe acquisition of Engineered Print Solutions (EPS] in July 2014, FFEl Liriled in July 2621 and Megnajel
Limiled in March 2022,

2022 2021
o000 €000
Balance at the beginning of the year 5,894 5,152
Addilion - acquisilion of Megnajet Limited [2021; FFE! Limitedi 661 489
Foreign currency lranslation 408 53
Balance al the end of the year ’ 7,163 5.894

As part ol the reporlable segments, goadwill amounling to £5,813,000 is altribuled 1o Product Prinl Syslems [2021: £5,205,0001, £489,000 to Digilal
imaging [2021: £689,000) and £461,000 ta Ink Delivery Systerns [2021: nill. Thase are all single CGUs

The Group lests goodwill annually for impainrmenl or more frequently i there are indicalions thal goodwill might be impaired. Hawving perfarmed
impairment testing, no impairment has been ideatified and therelore no impairment loss has been recognised during the current and preceding year.

The goodwill balance has been lesled for annual impairment on the lellowing basis:

» he carrying value of goodwill has been assessed by relerence to value in use. which has been estimated using cash flow forecasts. The basis

of these forecasis is the Board approved budget tor Lhe next year and management reviewed three-year plans, which have been extrapolated

1o 3 five-year view for each CGU. taking into consideration any expected inflalionary pressures. Margins are broadly consisient with hisloric
pertormance and revenues assumed take into account past experience and are reflective ol a conservative view of Xaar's core strategy:

discounl rales range between 18.2 % and 14 5%, rellaciing hird party specialist advice, and have baen deiermined by laking inio account
gengraphies, size of busingss and induslry nsk faclors:

lang-terrn growth rates of 1% [2021: 1%] for UK based CGUs and 1.4% [2021: 1.4%I for Lhose in the US Ibeing Product Print Sysiems only] were used
based on OECD growth rate.

The outcomes ot the impairment assessments conducted are dependent an estimates which have been subject to sensitivity analyses belore a
conclusion on impairment was made. It is managernent’s view lhal the key assurmplions are revenue growlh, gross margin % and discount rale. Any
reasonably possible change to these sensitivities thal could resultin an impairment charge have been disclosed below:

Engineered Print Solutions [Product Print Systems) goodwill impairment review
Using a discount rate of 14.5% (2021: 13,7%] the recoverable amount calculated exceeds the carrying value of the CGU by $12.1 million [£10.1 miltion.
2021: £10.0 million]. The carrying armount of goodwill would exceed its recoverable amount, when compared to the risk adjusted cash flows, if:

« forecast enmpannd annual revenue growth over the five-year period were tp decline from a forecast of 3.9% Lo 0.3%, represenling 2 movement in
revenue from $24.2 rmithion in 2022 Lo $24.4 millian in 2027, 3ssurming ne miligating actions were taken.

+ there was a reduction in assumed direct gross margin from 3% to 34%.

Digital Imaging goodwill impairment review
Using a discount rate of 18.2% (June 2022: 11.£%] the recoverable amount calculaled exceeds Lhe carrying value of Lhe CGU by E5.1 million
[E7.2 millicn, June 2022). No reasonably possible changes lo assumplions thal could resull in @n irnpairment charge have been idenfified.

ink Delivery Systems goodwill impairment review
« Using a discount rate of 15.6% the recoverable amount calculated exceeds the carrying value of the CGU by E4.1 million. No reasonably passible
changes to assumptions that coutd resutt in an impairment have been identified.
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Notes to the consolidated financial statements continued
for the year ended 31 December 2022

17. Property, plant and equipment

Furniture,
Land and Leasehold Plant and tittings and
huildings proparty machinery equipmem Tetal
E£°000 €000 £'o00 £ono €000

Cost
At 1 January 2021 1.811 13,520 66.881 3,992 86,204
Additions 31 493 1.259 457 2,440
Acquisitiong - 7 14 Fal 92
Transfers 65 (35) 1,095 (641 1,061
Exchange movements 19 - 15 4 40
Disposals - [505) f1.012 15} 15321
At 1 January 2022 1.926 13,680 68,252 £,447 88,205
Additiens 14 217 1,506 925 2,662
Acquisilions - 1 50 2 53
Transters - - {2221 - 2221
Exchange moverments 225 4 286 73 588
Cisposats - - fe3tl {255} {1,184}
At 31 December 2022 2,185 13,902 48,941 5.192 90,200
Depreciation ’ '
At 1 January 2021 383 8,785 56.395 3489 69,057
Charge tar the year 24 584 2522 188 3,318
Translers 39 154] 1,081 (el 976
Exchange movernents ] [ - 2 5 11
Disposals - [353) (7151 1s) 1.283]
At 1 January 2022 455 8.942 59 085 3577 72,079
Charge for the year 61 586 1.614 393 2.554
Translers - - - - -
Exchange movements 48 1 201 53 303
Disposals - - 8331 {254} 11,087
Impairmenl - - 147 - 147
At 31 December 2022 564 9.549 60,214 3,769 74,098
Carrying amount
At 21 December 2022 . 1.601 4,353 8,727 1,423 16,104
At 3) December 2021 1.471 418 9187 870 16,2256

The impairment during the year is £147,000 [2021: nil|. The impairment relates to Printhead machinery no longer in use.
Incluged wilhin Lhe plant and machinery assets is £451,000 assels in the course of construction (2021: £283,0001.

As at 31 Decernber 2022 the Group had entered into contractual commitments for the acquisition of property, plant and equiprment amounting to
£923,000 [2021: £1,330.0001.
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Notes to the consolidated financial statements continued
for the year ended 31 December 2022

18. Leases continued
The table below summarises 1he malurity profile of the Group’s lease liabililies based upon the contraclual undiscounled paymenls as al
31 December 2022.

2022 202
€000 £060
On demand - -
Less than three months 3] 196
Four {0 12 moalhs 872 739
One to live years 5,057 5.047
More than five years 3,420 4,538
9,840 10.540

The following are the amounts recognised in profit or loss:
2022 2021
caop £'00p
Depreciation expense of right-of-use assels . 1,071 871
Interest expense con lease liabilities 242 144
Expense relating lo short-lerm leases pncluded in adminisiralive expenses) 59 375
Total amount recognised in prolit or loss 1,372 1,390

Interest expense on lease Liabitilies cansisls of £242,000 (2021: £144,000} reported under conlinuing operations and nil in 2022 (2021: £9,000] relaling to
Xaar 30 business reporied under disc¢ontinued operations.

Cash outllows in respect of right-of-use assels consisted of £914 000 12021: £726,0001 financing and £5%.000 (2021 £375,000 operating cash flows.

19. Subsidiaries
A list of the investrments in subsidiaries, including the name, country of incorporation and proportion of ownership interest, is given in note 11 to the
Company’s separate financial stalements.

20. inventories

2022 2621

£000 £'000

Raw materials and consymables ‘ 11,804 5619
Waork in pragress 3514 8,605
Fimshed goods ’ 13,828 4,615
29,148 18,839

The cosl of invenlories recognised as an expense includes a charge of £335,00012021: £1.189,000) in respect of inventory write-downs.

Gross stack was £37,973.000 12021 £28,410,000] with iaventory provisions of £8,826,000 [2021: £9,571,000]. The provision included £6,143,000
{2021:£4,289 0001 1 relation o discontinued operations, atl of which are fully writlen down. A significanl proportion of this increase in inventory is
atlribulable 1o the managed invesimen) in our supply chain capability.

There is no specific impact on the valuation ot the Company's inventories arising trom climate related matters. Estimates are based upen the mast
reliable evidence available at the time the estimates are made.

21. Other financial assets

The lair value of 2ll nancial assels and linancial liabilities apprexirmnales their carrying value.

X 2022 021

Trade and other receivables £'000 £'000
Armounl receivable for the sale ot goods 7446 5,336
Allowance for doubtiul debts ) (125} [144]
7.321 5,192

Conlracl assets (2021 restated] . 1,500 1,319
Other deblors 1,291 221
Prepaymems 1,415 1.43%
11,527 10,163

Currenl lax assel 735 53t

1 44 Xaar plc - Annual Report and Financial Statements 2022
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Notes to the consolidated financial statements continued

for the year ended 31 December 2022

21. Other financial assetls continued
Cash and cash equivalents

Cash and cash equivalents comprise cash held by Lhe Group and short-lerm bank deposits wilth an originat maturity of three monlhs or less.

The carrying amouni of these assels approxirmnates Lheir fair value.

The analysis of cash and shert-term bank deposis is as follows:

Cash

2022 2021
£'po0 £0on
8,546 25,051

The credit risk on liquid funds and derwative linanciat instruments is timited because Lhe counterparlies are banks with high credil ratings assigned

by international credit-rating agencies.

Non-current assets

Non-cuyrrenl assets

2022 2001
'goo €00
135 -

22. Financial instruments

Fair value measurements
The following table combines information aboul:

« classes of financial insirumenis based on Lheir nature and characterislics:

«+ the carrying amounts of linancial instruments;

« fairvalues of linancial instrumenits [except financial instruments when carrying amount approximates their fair value]: and

+ fair value hierarchy levels ot tinancial assets and hinancial liabilities for which fair value was disclosed.

Fair value hierarchy Levels 1 o 3 are based on lhe degree Lo which the fair value is observable:

« Level 1 fair value measurements are those derived from quoled prices [unadjusted] in active markets for identical assets or liabilities:

» Level 2 fair value measurements are those derived Irom inpuls other than quoted prices included wilhin Level 1 thal are observable for tha assel or
liabilily, either directly li.e. as prices| or indirectly [i.e. derived trom prites); and
« Level 3 far value measurements are those derived from valualion techniques thal include inpuls for the assel or iabilily shat are no! based on

observable markel data (unobservable inputsl.

Financial assets

Financial Liahilities

FVTPL - FVTPL -
FyTPL - mandaterily Amortised mandatorily Amortised
desig d ed <osl measured cost Tatal
2022 £'000 oo €'a00 €000 €000 €000
Financial asset at FVTPL [Level 3] {note 11} - 11,606 - - - 11,606
Trade and other receivables lnote 21} - - 16,114 - - 10,114
Cash and bank balances {note 21/ - - 8,544 - - 8,546
Trade and other payables {note 24] - - - - (14,862} (14,8621
Borrowings and invoice discaunting - - - - 13791 (3791
Lease liabilities (note 18| - - - - 8,832) 18,8321
Other financial babilities due aller one year fnole 24| - - - - 12,094] 12,0%4]
Addiuonal disclesure for lease fiabitilies is reported in note 18.
Financial assels Financral liabilities
AVIPL - FVTPRL -
FVTPL - mandalarily Amgrlised mandalgrily Amorlised
designated measured caslt measired coslt Total
2021 LReslated) {000 £:000 €000 £000 E£'000 E'000
Financial assel at FYTPL {note 1] - 11.8450 - - - 11.85¢
Trade and other recewables (note 21) - - 8,722 - - 8,722
Cash and bank balances [nole 211 - - 25.051 - - 25,051
Trade and olher payables inole 24| - - - - (159711 Nnse71
Borrowings and invoice discounting - - - - - -
Lease liabilities [note 18] - - - - %191 91911
- ~ - 13.354) (3,3541

Other financial liabilities due after one year [note 24 o -

The lair value of cash, rade and olher receivables/payables and olher financial liabilities is deemed Lo equal book value,

Xaar plc - Annual Repart and Financial Statements 2022
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Notes to the consolidated financiat statements continued
for the year ended 31 December 2022

22. Financial instruments continued

Short~tes m borrowings continucd

Intecest on the invoice discounting facilily is charged daily when he facitly is in an ovaidrawn position at a rate equivalent 6 the 8ank of England base
rate +1,75% p.a. There is an annual service fee of £29,000 charged manthly, and 3 one-cfi arrangemenl fee Lo open the facilily of £10.000. No inlerest is
payable an the unulilised element ol the facilily.

The facility imit is €5 million and operales for a minimum of 12 months from inception [September 20221, The tacility can be cancelled with & three
manth notice period. There are no covenants attached ¢o the fnvoice discounting facility.

Eligible debts in GBP and USD denomination are legally assigned 1o the facility provider as or soon alter lhey are raised. The facility makes available
90% ol the debls lo Xaar Jet Limited, subjecl to cerlain monetary funding limils and concentralion percenlages by customer. XaarJel Limited remain
responsible for collecting (he debis as the collection agent for Lhe linance provider and the remiltances are made inlo an account held for the benefit
of the finance provider. the balance of which is held as a liabitity in XaarJet Limited. Receipts from dabtors in full generatlly have the effect of increasing
the available facility,

Na fair value adjustments are Geemed necessary for these amounts; however, the receivables are subject to an allowance for doubtiul debt [see note 21).
The invoice discounting facility is secured with fixed rale charges over purchased debis and a floaling charge over the assels ot Xaar Jel Ltd.

It remains the entity’s responsibility Lo appropriately insure, manage and recover the debts assigned under the terms of the arrangement, and the
\ransterred assels are subject to recourse al any trne. This means the Group retained substantially all the risks and rewards and the contrat over the
assets, thus derecognilion criteria of accounts receivable were not met.

Interest rate risk

The Group's borrewing lacililies, including its invoice discounting facilities, are linked Lo Bank of England base rate for GBP values, and Federal Bank
Base rate for USD values, An increase in these benchmarks would impacl the Group’s asl of borrowing which, in Lurn, would allec! the Group's
financial performance.

Il inleresl rates had been 1% higher/reduced by 1%, and all olher variables were held conslanl, the Group's profit for the year ended 31 Gecember 2022
would decrease by £4,000 or increase by E4,000 based on Lhe invsice discounting facility balance al lhe year end. There would be no elfect on equity
reserves,

2022 2021
Fized rate Floating rate interest free Fixed rale Floaling rate interesl treg
financlal financial tinarcial financial linancial financial
tiabitities liabilities Liabllities Total Liabitities itabilities liabilities Total
Leases {2021 reslated| 8,832] - - 18,832] 9,521 - - 92.191
tnvoice discounling facilily - 1379) - 13791 - - - -
Olher Labitilies . - - {16,9546) [16,958) - - (19.329) 19.325)
(18,8321 3791 116,956)  [28,187) 19,991} - (19,325 128,514

Fareign currency risk

The Group receives approximalely 41% af its revenues in US Dollars and 6% of its revenue in Euros, which are parlially nalurally hedged by supplies in
these currencies, bul the remainder requires conversion inle Sterling in order Lo fund the remaining costs of the UK operalions. The Group has R&G
operations in Sweden, and therefore incurs costs and holds cash balances in Swedisb Krona.

The Group is mainly exposed Lo loreign currency fisk resulling from dransactions in US Dollars, Eures and Swetish Krona. The follewing lable
dermanstrales the Group's sensilivily Lo 3 10% increase and decrease in the Slerling exchange rate against the relevanl loreign currencies on the
Group's prafil betore tax and equity [due 1o changes in the lair value of monetary assets, liabilities and forward currency conlracts). 10% represents
managemenl’s assessmenl of the reasonably possible movement in exchange rales. The sensilivily analysis includes only oulstanding loreign currency
denominated monetary ilems and adjusts their translation al the period end for a 10% change in foreign currency rales. The sensitivity analysis
includes inlercormpany balances within the Group where (he denomination of ihe balance isin a currency other than the functional currency of the
debior or the ¢redilor A positive number below indicales an increase in prolit or equity.

Euro cyrrency impact U5 Dollar currency impact Swedish Krona currency impact
2022 20 1022 202y 2022 2021
€000 £000 E'00D £°000 £'000 £o00
Etiect of 3 10% increase in relevant exchange rate on:
Profit or loss (63) 196) 1,489) 11.12¢] Lb &7
Equity 1631 {94l [1.489] 11,1261 46 &7
Elfecl of a 10% decrease in relevant axchange rate on:
Profil or loss 77 nz 1,819 1376 {571 (82}
Equily 77 17 1,819 1,378 (571 1821

1 4 8 Xaar ple - Annual Report and Financial Statements 2022
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Notes to the consolidated financial statements continued
for the year ended 31 December 2022

23. Deferred tax
The following are the major delerred Lax liabilities and assets recognised by the Group and mnvements thereon during the current and prior
reporting periods:

Other

Acceloraled iax Share-hased tempaorary
depreciation payment  lntangible assals Tax lossos difterance Total
£:000 €000 £'000 [} €000 €oon
AL 1 January 202) 592 1) - 721) 78] l208)
[Creditl/¢harge to income 13 - [64) 235 120} 138
[Creditl/charge lor discontinued operalions |58! - - 38 - 19s)
Acquisitions - - 983 {9891 - -
Disposals (4500 - - 419 195 16£
Fereign exchange movemnent - - - - 3 3
At 31 December 2021* 11 11 925 (1,094] - 1
{Creditl/charge 10 income 206 (1421 (8341 (1271 (897
Acquisilions - - 170 - - 170
At 31 December 2022 377 (11 53 (1,928) 1271 1726)

* Prior year included a misclassification disclosure which resubled in holb the accelerated Lax dapreciation and Lhe tax losses being oversialed by £925k at 31 December 2021. There
is no impact on the 1atat deterred tax. Priar year also included a misclassilication ot ilems shown in the [Crediilfcharge to income ling thar should have been shown through the
Disposals line.

Cerlain deferrad (ax asseis and liabililies have been offsel. The following is the analysis of the deferred tax balances (afier offsei] for financia
reporling pusposes.

2022 w021
£°000 £'ao0
Deferred tax liabililies - !
Delerred lax {assels! {724] -
Being: Delerred 1ax lassets|/liabilities fram conlinuing operations 1726] l

Being: Deferred tax [assets)/tabilities from discontinued operalions - -

As at 31 December 2022, the Group had unused tax losses of £119.925,000 [2021: £117,015,000f available to oftset against future profits. As gt
31 December 2022, in addition to the deferred tax asset recognised on losses in the table above, the Group has an unvecognised deferced tax asset
in respect of these losses totalling £.28,100,000 (2021: £28,200,000. These losses may be carried forward indetinitely,

Whilst the Board beliaves in the long-term polential and profitability of the Printhead business unit, the forecast taxable losses over the next couple of
years mean that the UK tax losses will not be ulilised in the shorl lerm. Theralore, no deferred tax asset has been recognised relating to UK losses for
2022. However. due (o the forecasted taxable profits for the EPS business unil, a deferred tax assel in relation to broughl lerward US losses has been
fully recognised resulling in a lax credit for the period, and is expected 1o be used over 2023 and 2024. US{ 1.900,000 of US (ax losses were ulilised in
2022 with USD 4,200,000 carried forward.

As a1 31 December 2022. the Group has unused capilat losses of £1,100,000 (2021: £1.100.000] available tor offsel against fulure gains. No delerred lax
assel has been recognised in respect ol these capilal losses as it is nol considered probable that there will be fulure chargeable gains available. These
losses may be carried farward indefinitely.

The impact of climate change has been considered in the forecast and valuation of tuture taxable profils and no impacts were noted.
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Notes to the consolidated financial statements continued
for the year ended 31 December 2022

26. Share capital
2022 2021
{000 £'000
Issued and fully paid:
78.446.230 12021. 78 444.230) ordinary shares of 10.0p each 7,844 2,844
The movemnenl during the year on the Company’s issued and (ully paid shares was as follows:
2022 2021 2022 2021
Number Nurmber 090 €000
Balance at 1 January 78,446,230 78,334,296 7,844 7.833
Exercise of share options - 111,934 - t
Ralance at 31 Deceamber 78,446,230 78,446,230 7,844 7844
The Company has one class of ordinary shares which carry no right Lo fized income.
Number of Number ol
shares under shares under
option as at oplion as at Subscription
31 December 31 Qacember price per
Scheme i Qale of grant 2022 021 chare
Xaar ple 2004 Share Option Plan . 1 May 12 - 90,000 224 5p
- 90,000
Xaar plc 2017 Share Save Scheme 1 November 17 - - 344.0p
1 Novernber 18 - 34,975 142.0p
1 December 19 145,893 893,038 34.0p
2 Ngvemnber 20 644,544 681.104 102.0p
4 Novernber 21 606,961 632,995 129.0p
3 November 2?2 508,529 - 140.0p
1,905,927 2242112
Xaar plc 2013 Share Incentive Plan 17 April 13 - 4,332 00p
16 April 14 - 4,749 0.0p
14 April 16 - 6.766 0.0p
13 April 17 - 3.952 0.0p
- 19.799
Total share options outstanding at 31 December 1,905,927 235191
Dptions under the Xaar plc Share Save Scheme are ordinarity exercisable between 36 and 42 months after the date of grant.
Lang-Term Incentive Plan
Performance Share Awards outslanding under the Xaar ple 2007 Long-Term Incentive Plan are as lollows:
Number af Number of
shares under shares under
option as a1 oplioh 3¢ al
31 December 31 December
Date of grant 2022 2021
1 May 2012 - 5.229
2 April 2015 25,094 30,179
28 September 2015 2,535 2.536
1 Aprit 2016 1573 17,733
11 May 2014 4,662 977
27 June 2015 - 3.733
& September 2016 700 700
1 Decermnber 2016 - 15,093
' 48,727 80.180

All awards under this scheme are exercisable within three to len years after the date of grant,

1 5 2 Xaar plec - Annual Report and Financial Statements 2027
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Notes to the consolidated financial statements continued
for the year ended 31 December 2022

29. Translation reserves

2022 2021
€000 €000
Balance at 1 January 1.0 864
Exchange differences on retranslation of net investment 817 147
Balanca at 31 Decemnber 1,628 1,011

Exchange dilferences relating to the translation of the net assets of the Group’s toreign operations, which relate to subsidiaries only. from their
functional currency into the parenl’s funclional currency, being Slerling, are recognised directly in Lhe iranslation reserve.

30. Retained earnings and other reserves

Merqer  Share-based Diher Total other Relained
reserve payments reserves reserves earmings Total
Notes C'QOU £°000 €000 £'o00 £'000 €000
Batance al | January 2021 1,109 14,911 5151 21,167 (5.564} 15,603
Nel profit for the year - - - - 16219 16,219
Share oplion exercises - - - - [32) 1321
Charge to equity for equity-settled share-based
paymenls a2 - 653 - 653 - 653
Balance al 3 December 202} 1,105 15.564 5153 21,820 10,622 32,463
Nel prolil for the year - - - - 1,632 1,632
Cash-sellted share-based paymenils - - - - [249) 12491
Share options exercises - - - - 01,7401 (1740}
Charge to equily for equity-seilled share-based
paymenis 32 - 1,559 - 1,559 - 1.559
Balance at 31 December 2022 1.10% 17,123 5,151 23,37% 10.266 33,645

The merger reseqve and olher reserves are nol distributable. The merger reserve represents the share premium account in Xaar Technolegy Limited.

The share-based payment reserve represents the cumulative charge made under IFRS 2 in relation to share options and LTIP awards, Other reserves
represent the non-dislribulable parlion of the dividend received in Xaar ple from Xaar Oigilal Limited

31. Reconciliation of liabilities arising from financing activities

Foreign
Discontinued exchange
20N Cash flows Additions operations Interest movement 2022
Lease liabilities (2021 resiated| 9,191 (9141 323 - 247 ir1ai 8837
Ceferred consideration 4943 [1,7331 I7a - 156 - 3.740
Inveice discounting facility - 346 - - KK - 379
Other inlerest incurred and paid - 1221 - - 22 - -
14,136 23231 697 - 453 10 12.951
Fareign
Discontinyed exchange
2020 Cash llows Additions operalinns Interesi movement ik}
Lease liabilities (restateg] 2579 (824] 7.195 98 144 (1 9.191
Delerred consideration - - 4,858 - 85 - 4,943
Other interesl incurred and paid - (13) - - 13 - -
2,579 (B37) 12.053 98 242 [1] 16,134
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Notes to the consolidated financial statements continued
for the year ended 31 December 2022

32. Share-based payments continued

Long-Term tncentive Plan .
The Company's Long-Term tncentive Plan is gpen lo all employees ol the Group.

From 2018, revenue [rorn hew producls in the Lhird year in the vesting period, whereby 25% of the awards will vest il Lhe Lhreshold larget is achieved.

below lhreshold 0% will vest and up to @ maximum of 100% if the maximum revenue 1arget or higher is achieved.

There are also a number of LTIP share awards granled thal are subject lo the achievemenl of diflerent perfarmance cendilions for specilic indwiduals,

dependent on revenue or profil perlormance over a sel performance period.

in agdition, options shall only become exercisable in respect of any shares if the Commiittee in its absolute discretion determines that the overall
fenancial performance of Xaar plc over the performance period is salisfactory. All awards that will vest will be calculaled on a straight-ling basis. All
awards made under this scheme are exercisable within three to ten years alter the date of grant. Save as permitted in the Long-Term Incentive Plan

rutes, awargs lapse on an employee leaving the Group.

Key individuals have previously been imvited Lo parlicipale in a bonus malching scheme where maiching LTIP share awards are granied when the
ernployes invesls theis borus in Xaar shares and relaing ownership of these shares fnr Lhe duration of the LTIP share award vasling period. The
matching share award is a T for | malch on the pre-tax value of the bonus used (0 acquire bonus invesiment shares. Malching LTIP share awards are

subject 1o the same perflormance criteria as all other LTIP awards.

Details ot Performance Share Awards outstanding during the year are as follows:

2022 2071
Awards outslanding at the start of the year 2,379,665 1,587,450
Granted during the year 941,240 986.272
Lapsed during lhe year {190,043) {161,535)
Cash seltied during lhe year : 184,700} -
Exercised during Lhe year (38,721} [32,522]
Awards outstanding al the end of the year 3,009,441 2,379.665
Exercisable al the end of the year 60,929 98,984

During Lhe year ended 31 December 2022 the Remuneration Commillee used its discretion Lo settle 84,700 awards thal vested in the year in cash al

their market valuve as at 31 March 2022 of £249,000 [2021: nonel,

The weighted average share price al Lhe dale of exercise lor awards exercised during lhe period was £2.03 {2020: £1.57|. The options aulslanding al
31 December 2022 had a weighled average remaining conlractual life of eigh! years [2021: nine years). In 2022, Perlormance Share Awards were
made in April and December. The aggregate of Lhe estimated fair values of the granls made during Lhe year is £1,763,000. In 2021, Perlormance Share

Awards were mage in Oclober. The aggregate of the estimaled fair values of grants made on that dale is £1,457.000.

The estimated fair values tor grants with non-markel based performance condilions were calculated using the Slack-Scheles model.
The inputs into the Black-Scholes model were as tollows: ’

2022 pPS|
Weighted average share price £2.54 E1.77
Weighted average exercise price £nil Enil
Weighted average expecled volatilily 77% 81%
Weighled average expected life 3.41 years 2.464 years
Weighted average risk free rate 1.87% 0.67%
Weighted average expecled dividends ) 0.00% 0.60%

The eslimated fair values lor granis with markel based performance condilions were calculated using Llhe Monle Carlo model. The inpuls inte the

Monte Carlo madel were as lollows:

2022 2021

Weighted average share price €2.46 €177
Weighted average exercise price £nil £nil
Weighted average expected volatility 75% 90%
Weighted average expected lile 3.61 years 244 years
Weighted average risk ree rate : 2.04% 0.55%
0.00% 0.00%

Weighled average expecled dividends
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Notes to the consolidated financial statements continued
for the year ended 31 December 2022

34. Related party transactions
Transaclions belween Lhe Company and ils subsidiaries, which are related parlies, have been eliminated on consclidalion and are nol disclosed
in Lhis note.

There were no other transactions during the year with related parties who are net members of the Group.

Remuneration of Directars
The actuat remuneration of the Direclors, who are the key managemant personnel of the Group, is disclosed in the Directors’ Remuneration
report. The conlractual employee benetits are sel oui below in aggregate for each of the categories specified in IAS 24 Relaled Party Disclosures.
Further information about the remuneration of individual Directors is provided in the audited part of the Directors” Remuneration

repart on pages 84 to 104

Remuneration of Directors

022 021

£900 € Q00

Short-term employee benefits 1,080 924
Post-employment benelits 36 32
Share-pased paymenls 494 168
1410 1124

35. Non-controlling interest
Following the complelion of (he sale of Xaar 30 Limiled te Stratasys during the year ended 31 Oecernber 2021, there are no non-centrolling inlerests (o
report as al 31 December 2021 nor 31 December 2022.

On 1 Novemnber 2021, Stratasys exercised the call opticn and acquired the remaining 55% shareholding of Xaar 3D Limited. Xaar received $13.5 millian
as initial consideration and with the 3% revised earn-oul and the earn-put payments allow Xaar to receive up to $34.75 million.

The 2021 income stalement and the movement in cash [low as a1 and up Lo Lhe date ol sale |1 November 2021 are as follows:

Xaar 30 Limited

M
came statement and alher comprehensive income , £008
Revenue 2,914
Expenses [7.342]
Loss for the year f4.424]
Loss atlribulable lo owners of the Company [2.433)
Loss aliribulable lo the non-conirolling interesls [1,9911
Loss lor Ihe year [£,424)
Total camprehensive loss atiributable to owners of the Company 12,4331
Tolal comprehensive loss ailributable Lo the non-conlralling inlerest {1.9951
Tolal comprehensive loss lor the year 14.4628)

2024
Gash tlow slatement €050
Nel cash oulflow from operaling aclivilies [1,792)
Nel cash outlow from invesling activities 2
Nat cash oulllow fram financing aclivities ) {98l
el cash outflow (2012

2021
Non-controlling interest equity 000
Balance al 1 January 3™
Share of tatal comprehensive expense for year {1,995)
Derecognition of non-controlling interest 11,776

Balance a1 31 Decernber -

1 5 8 Xaar pis - Anpual Report and Financlal Statements 2D22
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Notes to the consolidated financial statements continued
for the year ended 31 December 2022

37. Restatement of prior period

The linancial slalements include prior period resiatemenls in relalion lo leases and conlract assets and liabililies.

Right-cf-use asset and lease liabilities were bolh overstaled by £53%.000 due te an error in recording the renewal on one lease with no impaclon nel
assets, cash flows or profit for the period. Since 2022 additional finance reviews have been introduced for all iegal contracis. With the current control
introguced in 2022, we believe the likelihood of such errors is substantially reduced.

Addilionally, Lhe EPS division had net been nelling conkracl assets and liabililies and bolh balances were shown gross in the prior period. This error

was idenbilied by management in the current year and was corrected resulting in changes in processes and systems lo ensure correct accounling is
in place going forward. The respeclive adjuslment for the prior year amounted lo $2,672,000 [£1,977.000) with no impact on nel assels, cash flows ar
profit for the period. R

The foliowing tables summarise the impact of the prior period restatement on the financial statements of the Group for the period ended

31 December 2021:

Contracl assets

a2t {FRS 14 lease Aliabililies 02t
as reparted correction correction restated
Consolidated statement of financial posilion €009 £'004 £'000 €'000

Nen-current assets
Right-of-use asset ¥.368 [5391 - 8829

Current assets

Trade and other receivables 12.138 - 11,977] 10,161
Total assets 103,940 [539) (1,977) 101,424
Current liabilities

Contract Liabilities 15,518l - 1977 (3.541]
Lease liabilities 11,231] 539 - [692]
Total liabilities - {35,138] 53¢ 1,977 [32,622]
Net assets ‘ " 68,802 - - 68,802

38. Subsidiary audit exemption

The lollowing tormpanies are exempt lrom the requirements relating to the audit of individual accounls for the year ended 31 Decemnber 2022 by viriue
of section 4794 of the Companies Act 2006: Xaar Jet Limited [03375961), XaarJet [Overseas] Limited [04312431), Xaar Technology Limited (026695921,
Xaar Digital Lienited [03588121), Xaar Truslee Limited (03025096}, Xaar 30 Holdings Limited {11425540). FFEI Limited 03244452 and Megnajed Limited
071604411

1 6 0 Xaar pic - Annual Report and Financial $1atements 2022
Finoncial Statements
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Company statement of changes in equity
for the year ended 31 December 2022

Share

Called up premium Other Own Share-based Profit and
share capital account reserves shares payments  105S account Total

Notes o000 e £'000 £'000 y 080 £'o00
Al 1 Januvary 2021 7.833 29328 36,723 (1.937] 3.520 ?.935 85,402
Loss for the financial year - - - - - 1,867 1,847
Total comprehensive income - - - - - 11,867 11,8671
for the period
CGwn shares sold in the period - - - 34 - - 34
Share oplicn exercises 11 99 - - - 1321 78
Capital centribulion lor share-based 4 - - 385 - - - 385
payments
Credit te equity for equity-settled :
share-based payments 10 - - - - 260 - 2460
At 31 December 2021 7.844 29,427 37,108 {1,903] 3,780 8,036 84,292
Loss for the financial year - - - - - (3.588] 13,5881
Total comprehensive expense - - - - - [3.588] 13,5881
for the period
Own shares purchased in the period - - - {1,000 - - (1.000f
Own shares sold in the period - - - 2,148 - - 2148
Share oplien exercises - - - - - i1.7401 (1,7401
Cash settlement of share options - - - - - (249] (249)
Capilal conlribulion for share-based 4 - - 895 - - - B95
paymenls
Credil to equity tar equity-settled
share-based payments 19 - - - - 663 - 643
At 31 December 2022 7.844 29.427 38,003 (755) 4,443 2,459 81,421

The share premium account and other reserves are non-distributable.
Other reserves represent the profit frem the sale of a subsidiary, the non-distributable portion of the dividend received in Xaar plc fram Xaar

Digital Limited and \he capitat coniribution tg investments relating to share-based payments.

The share-based payment reserve represents the cumulative charge rmade under IFRS 2 in relation to share options and LTIP awards.

Fult desails of share capital. share premium and own shares are given in notes 26, 27 and 28 to Lhe consalidated financial statements.

1 6 2 Xaar plc -~ Annual Report and Financial Statements 2022
Financial Slalements
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Notes to the Company financial statements continued
for the year ended 31 December 2022

3. Tangible fixed assets

Right-ot-use
asset - building

[adi]i)}
Cost
At 1 January 2022 1,166
Addilions -
Transter to subsidiary -
At 21 Decemnber 2022 1,164
Depreciation
AL 1 January 2022 11071
Charge Inr the year 1171
Transler lo subsidiary -
At 31 December 2022 (224!
Carrying amount
At 31 December 2022 942
1.059

At 31 December 2021

Set cut below are the carrying amounts of lease liabilities (inciuded under interest-bearing loans and borrowings] and the movernents during the period:

2022 021
£'oo0 £00¢
Al 1 January 862 35
Addilions - 895
Accretion ol interest 17 17
Paymenls (771 151)
Transfer to subsidiary - 135
At 31 December 802 862
Current 113 B5
Non-current 4089 776
802 861
The table below surnmarises Lhe malurity prolile of lhe Company's lease tiabililies based upon lhe contraclual undiscounled paymenls
for thg year.
2022 02
£'oop £°000
On demand - -
Less lhan three months 28 26
Four te 12 months 77 77
On= 1o five years 400 84
Maore than five years 342 460
845 %7
The following are Lhe amounls recognised in profil or loss:
2022 2021
€000 €000
Depreciation expense of right-pf-use assets 117 107
Inlerest expense on lease liabitities 17 17
134 124

Total amount recognised in profit or loss

‘l 6 4 Xaar plc - Annual Report and Financia!l Statements 2022
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Notes to the Company financial statements continued
for the year ended 31 December 2022

7. Provisions

2022 2024
€000 £000
Current
At 1 January - -
Additional provision in the year - L4
Ulilisalion of provision - (14
At 31 December - -
Non-current
Provision for dilapidalion 250 250
250 250

Current provision movemenls relate lo restrucluring costs arising in Xaar plc. Non-current provisions relate 1o provision for dilapidation of Xaar
Walerbeach office which form parl ol right-of-use assets and are deprecialed aver the lease term.

8. Dividends

There were na dividends declared ar paid during the currenl and preceding year. There are no dividends expecled lo be declared on the 2022
financtal results.

Dividends were recewed during the year as follows:

« Xaar Digital Ltd £1,700,000 12021: nit)
+ Xaar US Holdings Inc £1,885003 {2021; nil}

9. Share capital and share premium account
Full details of movemenls in share capilal, share premium accounl, own shares, other reserves and the share oplion payment reserve are
given in noles 25, 27 and 30 lo the consolidaled financial slatemenls.

10. Share-based payments

Equity-settied share option scheme

The Company operales a number of equity-setiled share-based payment schemes for its employees and the employees of ils subsidiaries. The
share-based payment charge in relation ta the Company’s employees is recognised in profil or loss and Lhe share-based payments reserve, whiisl
the share-based psymeni charge in relation o the employess of the Company’'s subsidiaries is recognised as capilal conlributicn to the subsidary
wilh the carresponding increase in other reserves. Details of ihe share-based paymenl schemes are included in nole 32 to the consolidated
knancial statements.

For the year ended 31 December 2022, the share-based payment charge in relation to the Company’s employees was £463,000 (2021: £240,000)
and £895.000 (2021: £385.000! was recognised as a capital conlribulion to subsidiaries.

1 6 6 Xaar pl¢ - Annual Report and Financial Statements 2022
Financial Slatements



L9l

Sjuawales |esueuly

ZZDZ SINAWRILIS 1(dUE]S PUE J10day (EnULY - Nd Jeey

PLIIP AOW IO} SIUALL RIS |EIJUEUY PIICPIOSU0D 3Y) O) §E N0V 335 ZZOZ YeW Z vo 2d Jeey AQ paiinboe auam pry vollewouyda) pue g aleubap ©
“3u sBuippor S Jeex AQ Play & e saseys suonnios Bunuisg bunaauibuz pue Ju| seauuy Jeex 7
pauy ABojouyraL seex Aq PIay au2 SAIEYS PRUWIT ADISNIL Jeex |

%001 saseys |J Arewipio gL
%001 aueys | ] Aewplo
sareys

%G0L 13 Asewpio 0OO'00L
4223 000°0L3

%001 |o saueys Adeulp.o g
Y2e3 |$SN HI0IS UOLIWO0D

%001 10 S3UeYS 0DD'OL
yaea 1§ 32015

%001 UAWIWIOD JO SBIRYS (07

yIBD | ¥I015

%001 LOLUUIGY 4O S3U8YS 00001

uses 10°03
%001 o sazeys Aleuipso got'l
%001 saJeys |3 Aewnpro oL
%001 sareys |3 Aeuipio Z
%001 aseys | J Aeuipio |

juawdo|aaap pue Yoleasay

Buiaxiew
pue sajes "bBunioegnuepy

Bujayew

pue s3jes ‘bunioenue

Bunaysew pue sajesg

Sunayew pue sateg

Gunayiew
pue saes ‘Buuniognuen

Auedwod Buipjoy

Auedwod Buipioq

Ainseasy

EETELY

Bunaxyiew pue sajeg
Bunayiew pue

s312s pue |uawd0|aA2D pue

yoseasas ‘Buunjzenuepy

UaWdD|aAap pUB Y2ieasay

3dé 5282 "3bpuawe) ‘yoeaguajem
‘yaed yaseasay 2bpuiguen

3d6 5787 "2bpuquie) 'yreaqiaiem
B4 yi1easay abpugques

3ds 6280 ebpuque] yieagslEm
g yaseasay abpuque)

BUIYD 'USLZUAYS INUBAY

nayzn4 ‘auoz |eUIsnpu; ieyng

‘g1 Bupnng 'y Joor4 40y wooy
VSN '050SL XL #RId puesg

'SO7 BHNS "I0PPE pue 150d D00L

VSN ‘E5250 LA
'19550(] 1583 "Aep S1Ld) 102

VSN '2seme130 AIUN0D 31SeD MAN
'umBuIwia 19315 sBueln s0zZ1L

3ds 5282 abpuquie) ‘yieagqiaiem
"yaed Yaseasay abpuques

3d6 6280 "ebpLque] ‘yreaquaem
"SWJed yasessay sbpuques

Jdb 5299 "abpuquen yoeagralem
stied yaieasay bpuquien

3d6 5282 "2bpuigwe] ‘yaragiaiem
Jed ydseasay abpugwe]

3d¢ 5280 "aBpuquie) yaeagsalem
“ied yaseasay abpuguen

Jdé 5282 "abpugqure) ‘yoeaqiaiem
Jed yaseasay abpuguwen

s3jep g pueibug

sajep 7 puejBus

sajep, g pue|bug

euy)

vsn

wvsn

vsn

sajepm @ pueibug

sa1ep g pueibuy

sa1ep g pueibul

s591epa 3 pueibug

sajeps g pueibug

sajep g pueibug

17 wonewouY33]

P17 18feubapy

pajiwi 1344

papu

Auedwo) [uayzuayg)
ABojauyday

jalyup seey

U] SEILIBWY SERY

ssuonnosg
Bunuug pasaauibug

U
sbuipioy g Jeex

Pl
sbuipjop gg seex
panw jendig seex

PERT
asysnu} seey

pawwn
{seasiaaQ) 1arieex
pajiwI J3rleey

pauw
ABojouyoa) Jeey

%00t ssseys | 3 Aseuipio g
Saleys |3
%001 Aseuipo 2zE'sYy'y
Auedwo) 1eydes
ayyAq piay @aeys dn pred
1eydes aseys Ajjn) pue panss|
Asewipso jo
ualjsodold

Anande

1edidung

231j0 paums1Bay
Jo ssaippy

uojjeJodiedul jo
Ajunody

awen

"asIMIaYI0 pajeXpul a1aym 18axa Auedwog ay) A paumo A15aup aue saivedwod e :mojeq pa)s aue Avedwod ayr jo shunjelsapun Aeiisgns ay )

sbupjeyrapun Aueipisqns ' L




Five year record

2022 20 2020 2019 2018
Continuing Continuing Continuing Conlinuing Continuing
eperations operalions operations operations? operations.
£000 L000 000 {000 £000
Summarised ¢onsolidated results
Results
Revenue 72,782 59.25¢& 47984 49.379 60,448
Gross prafil 28,644 20,190 13,010 12,290 29.494
Adjusled profil/floss) belore tax [note 4] 2,822 15711 39111 {7.952) 4,523
Adjusted profit/lloss] after tax {note 14) - 3,489 (7791 (4,038 (11,6321 6,930
Adjusted diluted earnings per share [note 14) 4.5p [1.Cpl 15.20! [15.1p1 10.0p
Statulory profit before tax 824 994 14.322] 110.937) 280
Basic earnings per share - 2.3p 0.9p 15.7p) 119.4p) J4p
Diluted earimings per shace 2.2p 0.%p 15.7p] 119.4p] 3.ép
Dividends pence per share - - - - 1.0p
Assets employed
Net cash? 8,546 25,051 18.117 25.322 27.944

1 In the transition to IFRS 15 & 14. 1he Group usad the modified approach and the impact on prior years was adjusied through re1ained earnings Comparatives wers nof restated.

2 Nel cash is made up of cash and cash equivalenls and Lreasury deposils 1ess assels held for sale,
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Notice of the Annual General Meeting continued

Special business conlinued

12. THAT, subjecl to the passing ot Resclution 11, the Directors of the Company be authorised to allot equity securities (as defined in section 550
of the Acl) for cash under Lhe aulhority conferred by that Resolulion and/or Lo sell ordinary shares held by the Company as treasury shares as
if section 561 of the Acl did nal apply to any such allolment or sale, provided thal such autherity shall be limited lo-

{al the allolmenl of equily securilies in conneclion wilh an offer of equily securilies [bul. in lhe case of the authorily granted under paragraph il
of Resolulion 11, by way of a rights issue onlyl:
{il 10 the holders of ordinary shares in proportion [as nearly as may be practicable] to their respective holdings: and
[ii] to holders of other equily securilies as required by Lhe rights ol Lhose securilies or as the Direclors otherwise consider necessary,
bul subject to such exclusions o other arrangements as the Direclors of the Company may deemn necessary or expedient in relation lo Ireasyry
shares, fractional entitlerments, record dales, legal or practical problems in er under lhe laws of any lerritery or the requirements of any regulalory
body or stock exchange: and
[b) the allolment of equily securities or sale of lreasury shares [olherwise than pursuanl lo paragraph [al of this Resolution) to any person up lo an
agqqregale nominal amounl of F3192,731
The authority granled by this Resotulion will expire a1 the conclusion of the Companys next Annuai General Maeting alter Lhe passing of this
Resolution or, if earlier, al the close of business on the date 15 months after the passing of this Resolution, save that the Company may, before such

expiry make offers or agreements which would or might require equity securities 1o be alletied lor treasury shares lo be seld! alter the authority
expires and the Directors of the Company may allot equily securities lor sell treasury shares] in pursuance of any such offer or agreement as if the

authority had not expired.

THAT. subject to the passing of Resolution 11, the Directors of the Company be authorised in addition to any authorily granted under
Resolulion 12 1o allol equily securilies [as delined in section 540 ol Ihe Acl] tor cash under Lhe aulhority conferred by Resolution 11 and/for Lo sell
ordinary shares held by the Company as lreasury shares as if section 561 of lhe CA 2006 did not apply (o any such allolment or sale, provided that
such autharity shall be:

13.

[+

(a) imiled 1o the allotment of equily securities or sale of treasury shares up to an aggregate nominal amount of £392.231: and

(bl used only for the purpose of financing lor refinancing. if the authority is to be used within six manths after the original transaction] a transaction
which the Direcicrs of the Company determine to be an acquisition ar other capital investment of a kind contemplated by the Statement of
Principles on Disapplying Pre-Emplion Rights most recently published by the Pre-Emption Group prior to the date of this notice.

The aulhorily granted by this Resolulion will expire al the conclusion of the Company's next Annual General Meeling afler this Resolulion is

passed or. if earlier. al Ihe close of busingss en the dale 15 monlhs aller Lhe passing of this Resolution, save that the Cormpany may, belore such

expiry make offers or agreements which would or might require equily securilies to be allotied [or treasury shares to be sold] alter the aulhority
expires and the Diraclors of the Company may allol equity securities for sell Ireasury shares) in pursuance of any such offer or agreement as if the

authority had not expired.
14. THAT the Company be generally and unconditionally aulhorised for the purposes of section 701 af the Act Lo make one or more market

purchases fwithin the meaning of section 693{4 of the Act] of ordinary shares provided that:

(a) the maximum aggregale number of ordinary shares aulhorised ic be purchased is 7,844,623 [representing 10% of the issued ordinary
share capitall:

(b) the minimum price (excluding expenses] which may be paid lar an ordinary share is Lhe par value of Lhe shares:

(c) the maximurmn price lexcluding expenses| which may be paid for an ordinary share is an amaunt equal ta the higher of il 105% of Ihe average
ol the middle markel quolations for an erdinary share as derived from the London Stack Exchange Daily Official List for Lhe five business days

immediately preceding the gday on which thal ordinary share is purchased, and [iil the higher of the price of the last independent irade and the
highest current independent bid on the trading venue where the purchase is carried out:

(d] this aulhority shall expire al the conclusion of Ihe nexl Annwal General Meeling of the Company, or. if earlier, at the close of business on the dale
which is 15 months after the passing of lhis Resolution unless renewed, revoked or varied before thal time: and

[e) the Company may make 3 conlract to purchase ordinary shares under this authorily before the expiry of the autherity which witl or may be
executed wholly or parlly atler the expiry of the authority, and may make a purchase of ordinary shares in pursuance of any such contract.

15. THAT, wilh elfect from Lhe conclusion of the meeting. the arlicles of assorialion produced to the meeting and, for the purposes of
identitication, initialled by.the Chairman be adopled as the articles of association ef the Cormnpany in substitution tor, and to the exclusion of,
the Company’s exisling articles of associalion including lhe cetevant provisions of the memarandum of associalion Ihal woutd otherwise be

trealed as provisions of the arlicies of asseciation under section 28 of the Companies Act 2006.

By order of the Board

Juiia Crane
Company Secretary

27 March 2023
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Notice of the Annual General Meeting continued

Notes continued

15.

17
18.

Any member has the right to ask guestions. The Company must answer any such question relating to the business being dealt with at the
meeting bul ne such answer need be given if: [a] lu do so would interfere unduly wilh Lhe preparalion lor the meeling or involve the disclosure of
confidential information: [bl the answer has already been given on a websile in the form of an answer to a question; or [¢] it is undesirable in the
interests of the Company or the goed order of the meeting that the question be answered.

. Yau may vote your shares electronically at www.signalshares.com On the home page, search “Xaar plc” and then log in or register, using your

Investor Code. To vate, click on the "Vote Online Now™ button.

A copy of this Nolice, and olher informalion required by section 311A ol the Companies Acl 2004, can be lound a1 www.xaar.com

Under section 338 of the Companies Act 2006, shareholders meeting the threshold requirements set out in that section, may. subject to
condilions, require 1he Company to give la shareholders nolice of a resolution which may properly be moved and is ntended Lo be moved at thal
meeling.

. Under section 338A of the Companies Act 2006, shareholders meeting the threshold requirements set out in thal section may. subject 1o

conditions, require the Company L include in the business Lo be dealt with al the meeling a maller [other (han a proposed regolution] which may
properly be included in the business.
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Company information and advisors

Registered office

3950 Cambridge Research Park
Walerbeach

Cambridge CB25 $PE

Registered number
3320972

Company Secretary
Julia Crane

Unsoticited mail:

The Company is cbliged by

law lo make its share register
publicly available should a
request be received. As a
consequence, shareholders may
receive unsolicited mail from
organisations that use it as a
mailing lis1. Shareholders wishing
10 limit the amount of such mail
should either write ta Mailing
Prelerence Service, DMA House,
70 Margarel Streel, London W1W
855, register online al www.
mpsonline.org.uk or call the
Maiting Prelerence Service IMPS)
on +44 {01845 703 4599. MPS is an
independent organisation which
offers a Iree service to the public.

Brokers
Investec

30 Gresharm Street
London, EC2V TQP

Registered auditor
Ernst & Young LLP
Cambridge Businass Park
Cowley Rg

Cambridge CB4 0WZ2

Warning to shareholders -
beiler room scams:

Eachyear in the UK, £1.2 billien

is lost to investment fraud. with
the average victim losing around
£20.000. What is more, it is
estimated that enly 10% of the
pecple that becorne victims ol
investment raud actually report if.

Inveslment scams are

becoming ever more sophisticaled
- designed to loak like genuine
investments, they are increasingly
difticult to spot. They are targeled
al those most at risk, typically
people in relirement who are
actively seeking an invesimenl
opportunity.

Solicitors

" Mills & Reeve LLP

Botanic House
100 Hilis Road
Cambridge CB2 1PH

Principal Bankers
HSBC Bank plc

43-64 St Andrews Street
Cambridge CB2 3BZ

Protect yourself:

1. Reject cold calls
It you have been cotd called
wilt an offer 1o buy or seli
shares, il is likely Lo be a
high-risk investment or scam.
You should treal lhe ¢call with
extreme caution. The salest
thing to dois hang up. It
you are offered unsolicited
investment advice, discounted
shares, a premium price
for shares you own, or free
cempany or fesearch reports,
you should get the narne of
the person and organisalion
contacling you and take these
steps before handing over
any money.

2. Check the firm on the
Financial Services Register at
www.fca.org.uk/register The
Financial Services Register
is @ public record of all the
firmsg and individuals in the
financial services industry that
are requlated by the FCA. Use
the delails on the Financial
Services Register to conlact
the firm.

Link Group, the Company’s registrar, has launched a shareholder app: LinkVole+,

ILis lree Lo download and use and gives shareholders Lhe ability Lo access
Lheir records al any ime and allend virtual AGMs.

The app also allows users to submit a proxy appointmant quickly and easily online

rather than through the post.

The app is available to downioad on Lhe Apple App Store and Google Play.
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Registrars

Link Group

10th Floor

Central Square

29 wellington Street
Leeds LS140L

3. Getimpartial advice
Think about getting impartial
financial advice before
you hand over any money.
Seek advice from someane
uncennected lo the firm that
has approached you.

REMEMBER, if it sounds
too good to be true, it
probably ist?

Ii you use an unauthgrised
{irm to buy or sell shares

or olher inveslmenls, you
will not have access lo Lthe
Financial Ombudsman
Service or Financial Services
Compensalion Scheme if
things go wrong.

Report a scam

If you suspeci you have been
appraached by fraudsters
please lell the FCA using Lhe
share fraud reporling lorm al
www.lca.org.ukfscams, where
ynu can find oul more about
invesiment scarns. You can
also call the FCA Consumer
Helpline on

+44 (0800 111 6768.

Il'you have losl money Lo
invesimenl Iraud, you

should reporlil lo Aclion
Fraud on +44 (01300 123 2040
or online al www.aclioniraud.
police.uk.

Find out more at
www.fca.org.uk/scamsmart



