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SDI GROUP PLC

Highlights

SDI Group plc (SD!) is an AlM-listed company specialising in the design and manufacture of
products for use within a number of imaging and sensing and control applications including life
sciences, healthcare, astronomy, precision optics, measurement instrumentation and art
conservation markets. Corporate expansion is via organic growth within its subsidiary companies
and through the acquisition of complementary, niche technology businesses with established
reputations in global markets.

Why Invest in SDI?

Buy and build model within life science and technology markets

Spread of technologies and associated supply chains in diverse global sectors

Portfolio of products for use in COVID-19 detection and treatment systems

Fifteen earnings enhancing acquisitions since 2014

Assembling a portfolio of businesses with niche expertise and sustainable markets
Independent and agile operating businesses have freedom to innovate and invest for growth

SDI at a glance
Highlights

Revenue increased by 41.6% to £49.7m (2021: £35.1m) including 21.6% organic growth

Adjusted operating profit* increased by 57.1% to £12.1m (2021: £7.7m)

Adjusted profit before tax* increased by 59.5% to £11.8m (2021: £7.4m)

Basic EPS of 7.53p (2021: 4.81p) and diluted EPS of 7.23p (2021: 4.58p)

Adjusted Diluted EPS* increased by 45.9% to 8.71p (2021: 5.97p)

Two new acquisitions added to the Group — Scientific Vacuum Systems Ltd and Safelab Systems
Limited ’

Companies across the Group coped well with challenging supply chain issues and inflation

*before reorganisation costs, share based payments, acquisition costs and amortisation of acquired
intangible assets.
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SDI GROUP PLC

Strategic Report - Chairman’s Statement

Chairman’s Statement
for the year ended 30 April 2022

Performance

Despite a volatile economic background and residual COVID disruption SDI achieved another record
year, by a wide margin. The Group’s business model has again shown resilience in these challenging
times, enabling the Group to grow sales and profits both as the wider economy entered the COVID-
related recession and as it returned to more normal times. The Group added two new businesses
during the year while existing businesses within the Group also performed well, with another year of
strong organic growth.

On 5 January 2022, we completed the acquisition of Scientific Vacuum Systems (“SVS"), a UK
manufacturer of physical vapour deposition equipment. On 24 March 2022 SDI acquired Safelab
Systems (“Safelab”), a UK manufacturer of fume cupboards. These businesses will be operated
separately from our existing businesses. While SVS's technology and markets served are mostly
unrelated to our current portfolio, Safelab operates in a market with which we were already familiar.
Both, however, fit perfectly within our acquisition criteria, and have become part of our Sensors and
Control segment. Additionally, in August 2021 Monmouth Scientific acquired the trade and assets of
the Clean Tent business of Moorfield Nanotechnology, for consideration of £150,000. Total
consideration for the acquisitions is forecast to be approximately £12.0m, net of cash. We warmly
welcome our new colleagues to the SDI Group.

These acquisitions were funded from cash and existing debt facilities. Both companies are profitable
and contribute to earnings immediately, and indeed have performed very well since joining the Group.
SDI's continuing strong cash generation, along with its borrowing facilities, ensure the Group has a
good level of funding available for acquiring new companies, as well as investing in our existing
companies and technologies.

Full year Revenues of £49.7m have increased by 41.6% from 2021 and Adjusted Profit before Tax at
£11.8m is up 59.5% from the previous year. Reported Profit before Tax has increased by 76.8% to
£9.9m. This performance has been achieved through an exceptional 21.6% organic sales growth,
demonstrating again continued commercial demand for the niche technologies SDI provides.
Particularly of note, Atik Cameras delivered further growth with increased deliveries of specialised
cameras providing the sensor function for PCR DNA amplifiers, and Asties Control Systems enjoyed
record sales of control instrumentation for the beverage-can-making process. Further growth was
generated by the newly acquired businesses and by the full year contributions of Monmouth Scientific
and Uniform Engineering acquired in 2021.

Overall gross margin was slightly down on last year (63.8% compared with 65.2%) due to the
increased mix this year of Monmouth Scientific and Uniform Engineering sales which are at lower than
our average gross margin. We have generally been able to pass through increasing raw material
costs. Our overheads have increased compared with last year given an increase in sales activity and
selected investments to facilitate growth. Our experienced business managers remain focused on
delivering products and services that represent good value to our customers while earning an
appropriate return for our shareholders.

Cash flow has also been excellent, and metrics relating to returns on capital employed are also at
record high levels.

SDI Annual Report 2022 Page 5
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SDI GROUP PLC

Strategic Report - Chairman’s Statement

Strategy

The Group's successful buy and build strategy is unchanged. We will continue to seek targeted
acquisitions, funded by earnings and cashflows from our existing businesses where possible. The
Group’s policy is to acquire small/medium-sized companies within the science and technology sectors
with a manufacturing bias. We seek to acquire businesses with high-quality, niche technologies that
have sustainable profits and cashflows and the potential to grow.

We continue to service many sectors with SDI products, particularly in the life sciences and medical
sectors. Our exposure to discretional consumer spending is limited. Our sales directly to government
entities are not high, but government spending in healthcare and scientific research underpins a
significant portion of our sales. Demand for Atik cameras for use in the fight against the COVID-19
pandemic continued strongly throughout this financial year and remains robust into the new financial
year. We are confident that the demand related to the current pandemic will be replaced over time by
demand for similar products in the broader life sciences domain.

To ensure we maintain the right level of operating capital and funding available for acquisitions, the
Board has again decided not to pay a dividend this financial year but will keep this under review.

Corporate Governance

The Board takes its governance responsibilities very seriously. Our approach to our wide range of
responsibilities is set out in the Corporate Governance section of our Annual Report, and as we grow,
we expect to continuously improve governance towards the best practices required of a larger
company. Further detail on Corporate Governance is available on the Group's website
[www.sdigroup.com/investors/governance/]

The Board, in common with our wider team and other stakeholders, is determined that the Group play
its part in addressing climate change, and indeed that we reap the benefits of being part of the
solution. We wish to avoid, however, both pointless ‘box-ticking, where possible, and exaggerated
claims. We are proud of the actions taken so far, and our focus is on taking tangible steps to reduce
our carbon footprint and that of our products and services.

Board

The Board of Directors remained unchanged throughout the year. Our CFO Jon Abell advised in
January that he wished to retire in the Summer of 2022, and the Board followed a thorough process
led by the Nomination Committee, leading to the hiring of Ami Sharma as his successor starting in
August. Jon's contribution to the development and growth of the SDI Group over his tenure has been
fundamental.

Isabel Napper has also decided to step down as non-executive director, which will be in August 2022
and the hiring process to find a replacement is well advanced. We wish Jon and isabel all the best for
the future.

Team

SDI now employs over 400 staff across its companies. Their skills and experience are key to the long-
term sustainability of our businesses. To deliver another record year would not have been possible
without their hard work and flexible approach as we return back towards normality. We operate with
caution and discipline to protect our teams of employees and we offer our appreciation and thanks to
them for their hard work and dedication throughout the year.
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SDI GROUP PLC

Strategic Report - Chairman’s Statement

Outlook

Over the last seven years, since the Group’s buy and build strategy gathered pace, the Group has
grown its turnover from £8.4m to £49.7m and its reported profit before tax from £0.5m to £9.9m,
through the excellent execution of a proven value-creating business model. While increasing
shareholder returns consistently and substantially, we have also built capacity and capability to enable
future growth.

The key growth drivers within our business remain organic growth and growth through acquisition. The
Group is in a very strong financial position and has the resources and flexibility to support these key
drivers. While mindful of the potential for further macro-economic turbulence and despite a challenging
external environment, FY2023 has begun well.

.{) /B\ ,‘)\
\,ﬁ‘,\/\ "
Ken Ford
Chairman

wlF|
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SDI GROUP PLC

Strategic report - CEO’s Report

Chief Executive’s Operating Report for the year ended 30 April 2022

Our financial year from May 2021 to April 2022 coincided with the second year of the COVID-19
pandemic, under which most restrictions to normal life and work were lifted in the UK (with limited and
temporary restrictions put back in place for the milder Omicron wave), and from February 2022 the start
of the Ukraine conflict (which has had limited impact on the Group).

In the previous year (2020-21), while all of our businesses had remained in production throughout, with
some exceptions where their customers reduced their purchases, and all businesses had to cope with
uncertainty, logistics challenges, employee safety and well-being concerns, and travel restrictions. The
exceptional cases, notably at our MPB and Atik Camera businesses, and at Monmouth Scientific
(acquired in December 2020), had additionally the welcome challenge of significantly increased demand
for products related to the diagnosis and treatment of COVID-19.

This financial year (2021-22) was thus characterised by a substantial progression towards normality,
although certainly tempered by persistent travel restrictions (especially outside of Europe), trade fair
cancellations, face-to-face customer access difficulties and ongoing supply chain challenges, with
difficulties in accessing some components at any cost and large price increases demanded for others in
short supply. Customers resumed buying, and while the exceptional demand at MPB and Monmouth
Scientific was no longer there, demand for cameras supplied into the PCR testing market remained high.

Against this background, | am pleased to report that our very flexible structure and the dedication of our
staff across the Group have allowed us to maintain our growth rate, already strong in 2020-21 and
previously, and we are reporting again record financial results.

Revenues and profit

Overall revenues grew by 41.6%, of which 21.6% was organic growth and 20.0% was from the full year
impact of the 2020-21 acquisitions of Monmouth Scientific and Uniform Engineering and from the
contributions of Scientific Vacuum Systems and Safelab acquired in the year. Adjusted Operating Profit
grew by 57.1%, mainly resulting from the organic sales growth.

SDI's digital imaging segment delivered 36.1% organic sales growth, with revenues at £21.5m and
Adjusted Operating Profit at £8.5m, up 64.4%. At Atik Cameras, sales of cameras for PCR machines,
previously expected to be essentially one-off due to COVID-19 demand, increased further, and in fact
they are now expected to continue at least for the first half of 2022-23. At the same time, demand from
our other camera customers has been recovering over the course of the year. Graticules Optics also
achieved record sales, while sales at Synoptics were flat overall but 3% higher than in 2019-20.

The sensors and control segment grew sales by 46.0%, to £28.2m. Organic growth was 9.7%, and the
remaining 36.3% growth was from the acquisitions of last year and this year. Adjusted Operating Profit
grew 19.4% to £5.2m. Astles Control Systems grew substantially over the previous year, with a partial
recovery of its global service revenue and very strong sales of equipment into new aluminium can
production lines (linked to a slow transition away from plastic bottles). Sales of scientific and industrial
chillers at ATC and of chemical sensors at Sentek saw good growth (last year they were flat on the
previous year). MPB sales were slightly lower, without the benefit of sales of flowmeters for medical
ventilators but were 13% higher than in 2019-20. Sales at Chell Instruments were also lower than in
2020-21 when they benefited from a large equipment order received pre-pandemic. The level of sales at
Monmouth Scientific, acquired in December 2020, continued at a high level, although the mix in demand
has shifted away from standard biological safety cabinets (used to ensure operator safety and reduce
contamination in COVID-19 test equipment) towards a more normal mix of custom/modular fume
cupboards, laminar flow cabinets and cleanrooms. Both Scientific Vacuum Systems (acquired in January
2022) and Safelab Systems (acquired in March 2022) delivered revenues and profits which were
consistent with our modelling at the time of their acquisitions.

Basic earnings per share increased by 56.7% from 4.81p to 7.53p; fully diluted earnings per share also
improved by 57.6% to 7.23p (2021: 4.58p).
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SDI GROUP PLC

Strategic report - CEO'’s Report

Acquisitions

The UK is a centre of excellence for product innovation and manufacturing with many world-leading
businesses operating in life science and technology niches. As a buy and build group, finding those
businesses with niche capabilities is key to our success. The SDI Group has a reputation as a supportive
owner that invests to improve staff expertise and facilities, as well as trusting subsidiary management
teams with their day-to-day operations. This approach has allowed companies in our group to upgrade
capacity, efficiency and safety in their manufacturing facilities and their businesses to thrive.

This year we have focused much attention on embedding last year's acquired businesses into the Group,
and we have acquired two additional high-quality and profitable UK-based businesses, extending our
technology and customer base and providing further scope for future organic growth.

On 5 January 2022, the Group acquired 100% of the share capital of Scientific Vacuum Systems Limited
(“SVS"), for total consideration estimated at £5.5m, of which £4.5m has been paid in cash and the
remaining £1.0m is contingent on SVS achieving expected profit for the year to 30 September 2022. On
the date of the acquisition, SVS had £1.25m of cash in hand. SVS specialises in custom Physical Vapour
Deposition (PVD) systems for the deposition of thin film coatings typically on semiconductor wafers, for
use in scientific research, industrial and semiconductor manufacturing applications, and is the market
leader in the manufacture of production sputter coaters for premium brand razor blade coating. SVS
brings considerable technology and engineering expertise to the Group in high vacuum and PVD
applications, as well as blue chip customers, and may be a springboard for future acquisitions. SVS is
based in Finchampstead, Berkshire.

On 24 March 2022, the Group acquired 100% of the share capital of Safelab Systems Limited (“Safelab”)
for £8.5m (including £0.2m in SDI Group shares, £5.9m in cash paid before the year end and £2.4m in
cash paid after the year end). On the date of the acquisition, Safelab had £0.8m of cash in hand. The
company owns its main manufacturing building valued at £1.4m. Safelab produces high specification
fume cupboards and similar cabinets, for both commercial and research laboratories and with a special
focus on the education sector which requires versatile and fully featured ducted cabinets often specified
in newly built or refurbished laboratory facilities. Safelab is based in Weston-Super-Mare. The acquisition
follows the Group’s December 2020 acquisition of Monmouth Scientific which manufactures clean rooms,
fume cabinets and safety cabinets and is based in Bridgwater. The Group will maintain the identity and
autonomy of both companies in their current locations, but the businesses are actively seeking and
finding areas of co-operation to reduce costs and enhance their total customer offer. Our Uniform
Engineering business is a supplier of sheet metal fabrications to both Monmouth Scientific and to Safelab.

We have funded the cash elements paid for both acquisitions from our existing cash resources and from
our revolving credit facility with HSBC UK Bank. The acquired companies contributed £1.7m of revenues
to the Group this year and as expected, both acquisitions have been earnings enhancing to the Group in
2021-22 immediately following initial acquisition-related costs.

Operations

We have now learnt to live with the pandemic, and although enhanced safety measures are still in place
and some staff work some of their days from home, our focus across the Group is very much on working
closely together and with our customers to build for the future.

In common with manufacturing industry across the world, and perhaps especially in the UK foliowing
Brexit, the pandemic is causing supply chain issues to all of our businesses, and a tight labour market is
further forcing cost increases which have recently been compounded by the impact of Russia’s invasion
of Ukraine. We have been delighted with the response from our businesses’ management and staff who
have worked tirelessly to find solutions to component shortages, and the results can be seen in our
record levels of sales and profit. We now look forward to an expansion of new product launch activity, by
our customers and by our own businesses, and we believe this brings the Group new opportunities to
gain market share following a period in which the focus has been on supplying existing products.

SDI Annual Report 2022 Page 9
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SDI GROUP PLC

Strategic report - CEO’s Report

Our rolling programme of upgrading manufacturing facilities across the Group continued with the
completion in March of the consolidation of Monmouth Scientific’s production and administration activities
from several buildings to a single purpose-buiit site in Bridgwater, the start of a substantial refurbishment
of the Graticules Optics factory in Tonbridge, and the doubling of engineering and manufacturing space at
Astles Control Systems in Princes Risborough. Such investments typically have a very good payback, as
they are justified by the capacity increase but bring many other benefits including efficiency, staff comfort,
product quality and image.

While face-to-face sales activity, including trade fairs and exhibitions, remained difficuit (although it has
picked up substantially in the last couple of months), we have continued to make good progress with
website enhancement, on-line sales, virtual selling techniques and social media activity, and we have
been able to leverage our capability across the Group.

During the 2020-21 year at Atik Cameras, we strengthened the management team at both company sites,
near Norwich for overall business management, sales and marketing and research and development, and
near Lisbon, Portugal, for manufacturing, logistics, account management and finance. During the 2021-22
year, we have further developed the organisation so that all invoicing to customers is now direct from our
Portuguese operation and the UK organisation provides management, sales and marketing and R&D
services to Portugal. This has been very well received by customers.

When acquiring businesses, it is imperative for us that they have a strong management team usually led
by the founder of the business. This year two of our managing directors decided to step down but | am
pleased to say, still continue in consultancy roles. Steve Chambers, one of the founders of Atik Cameras,
stepped down at the beginning of April 2022. He was replaced by Panos Kapetanopoulos, who was the
R&D director. David Pomeroy decided to step down in December 2021 at Monmouth Scientific and was
replaced by Alan Holcombe, who also remains Managing Director at Uniform Engineering. | wish Panos
and Alan well in their new roles and am certain they can be successful with the support of the SDI
directors and their fellow subsidiary directors.

Cash and Liquidity

SDI has a strong balance sheet with current year-end gross cash at more than £5.1m, and £16.0m of
undrawn bank facility, which remains available (unless extended) until November 2024. The Group
therefore has sufficient funds that can be used, with its steady cash flow, to acquire new companies and
invest in our current portfolio of profitable businesses.

Trading Outlook

Our businesses remain busy, and several are operating at full capacity with their current staffing. Finding
good staff and circumventing supply chain issues are now part of daily business, and our managers have
demonstrated their ability to solve these challenges and more.

We have budgeted for organic growth, and, although mindful of a possible consumer-led recession and
levels of inflation that have been absent for many years, we have had a good start to the 2022-23
financial year and are confident that we can continue to trade profitably over the coming months.

The market for acquisitions appears buoyant, and SDI expects to acquire additional businesses in the
2022-23 financial year.

N\

Mike Creedon
Chief Executive Officer

1o |#l1e
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SDI GROUP PLC

Strategic report - CFO’s Report

Revenue and Profits

SDI Group revenues for the year were £49.7m, compared with £35.1m in 2020-21, an increase of 41.6%.
Sales growth from acquired businesses, including sales of Monmouth Scientific and of Uniform
Engineering in the periods to their acquisition anniversaries and post-acquisition sales of Scientific
Vacuum Systems and Safelab Systems, contributed £7.0m, while organic sales growth was £7.6m or
21.6%. This builds on top of organic sales growth in 2020-21 of 19%.

From the outset of the COVID-19 pandemic, in 2020-21, our Atik Cameras business received substantial
orders from an existing OEM customer for cameras designed into the customer’'s PCR instrument. At the
time, we considered these to be one-off orders, and we viewed follow-on orders from the same customer
in the same light. Further and larger orders have followed in the 2021-22 year, and sales are continuing
at a high rate in 2022-23. The expansion of Atik Cameras sales represents a large proportion of the
Group's organic sales growth in both years. We can no longer consider these sales to be one-off, but it is
also prudent to assume that at some point the demand for PCR instruments will normalise at a lower
level. However, having demonstrated the efficacy and competitiveness of its camera, we also expect Atik
to successively pursue a wider market for its products. Organic growth from other portfolio companies
averaged 9%.

Gross profit increased to £31.7m (2021: £22.9m), with margin reduced to 63.8% (2021: 65.2%) due to
significant product mix changes including lower than average gross margins at recently acquired
companies.

Operating profit for the year was £10.2m (2021: £5.9m) and Adjusted Operating Profit (AOP) was £12.1m
(2021: £7.7m) before reorganisation costs, share based payments, acquisition costs and amortisation of
acquired intangible assets, an increase of 57.1%. Significant drivers of the increase were the organic
sales increase, plus the added contributions of the acquired businesses.

Investment in R&D

Under IFRS we are required to capitalise certain development expenditure, and in the year ended 30 April
2022, £0.4m (2021: £0.4m) of cost was capitalised. Much of the work of our growing R&D teams does not
qualify for capitalisation and is charged directly to expense. Amortisation for 2022 were £0.4m (2021:
£0.4m). The carrying value of the capitalised development at 30 April 2022 was £0.9m (2021: £1.0m) to
be amortised over 3 years.

Reorganisation

The Board carried out a thorough review of the operations and cost structure of the Group and this gave
rise to £0.1m (2021: £0.1m) of reorganisation costs in the year, which shouid bring benefits in the current
year.

Acquisition Costs

The Group incurred costs of £0.3m (2021: £0.2m) in relation to stamp duty, legal fees, and other advisor
remuneration for the acquisitions completed in the year.
Financing Sy

Financing costs totalled £0.3m (2021: £0.3m), including interest costs estimated within leases.

SDI1 Annual Report 2022 Page 11
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SDI GROUP PLC

Strategic report - CFO'’s Report

Taxation

Taxation charge for the year was £2.3m (2021: £0.9m). Included in the charge is £0.7m representing the
increase in net deferred tax liabilities due to the enacted change in UK taxation rates (from 19% to 25%)
in force from March 2023. The remainder of the increase results mostly from increased profitability.
Excluding the rate change on the deferred tax position the net tax rate was 16.3% (2021: 16.6%). The
Group continues to benefit from R&D tax credits.

Earnings per Share

Diluted earnings per share for the Group was 7.23p (2021: 4.58p). Adjusted diluted EPS, an alternative
performance measure which excludes certain non-cash and non-recurring expenses was 8.71p (2021:
5.97p), an increase of 45.9%.

Cash Flow and Working Capital

During the year the Group generated cash from operations of £14.7m (2021: £11.7m). In the prior year,
we benefited from an increase of £3.2m in customer advanced payments received, largely related to
COVID-19 related contracts in Atik. The balance of these is £1.5m lower at 30 April 2022 compared with
a year ago.

Taxes paid have increased to £1.3m (2021: £1.2m). The lower payments, relative to £2.5m taxes charged
to the income statement, result partly from the tax deductions available to the Group on exercise by
directors and employees of share options. As noted above, taxes on the income statement also include a
£0.7m non-cash charge to update deferred tax balances to the enacted future UK tax rate of 25%.

Our investment in fixed assets increased to £7.0m (2021: £0.6m) with significant investments in
company-owned fixtures to our new leased building at Monmouth Scientific and at Graticules Optics.

As in prior years, our biggest investment was in the acquisition of new businesses, with £12.0m deployed
on a cash-free basis (including contingent consideration) of which £0.2m in shares (2021: £6.6m of which
£0.2m in shares). At the end of the year contingent consideration of £3.4m was outstanding (2021:
£2.35m), of which £2.4m has been paid since the end of the year to the sellers of Safelab Systems and
£1.0m remains outstanding relating to the acquisition of SVS, to be settled after 30 September 2022.

Funding

Our investments were financed out of our own cash flow, except for the issue of 117,716 shares valued at
£200,000 as part payment for our Safelab Systems acquisition. Having started the year with net cash of
£0.7m (£3.8m of cash less £3.1m of bank loans) we closed the year with net cash of £1.1m (£5.1m of
cash less £4.0m of bank loans).

On 1 November 2021 we renewed and expanded our committed loan facility with HSBC from £7.4m to a
£20m revolving loan facility, with a further accordion option of an additional £10m (at the discretion of
HSBC), and with repayment date of November 2024 extendable for two further years. The new facility
has been tailored to our business model with fewer restrictions on acquisitions and allows for higher
leverage if necessary.

Vo
Jon Abell

Chief Financial Officer
20 |32
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SDI GROUP PLC

Strategic report — Strategy and KPls

SDI Group is an AlM-quoted group specialising in the acquisition and development of a portfolio of
companies that design and manufacture products for use in digital imaging and sensing and control
applications in science, technology and medical markets. Corporate expansion is being pursued, both
through organic growth within its subsidiary companies and through the acquisition of high-quality
businesses with established reputations in global markets.

The Board believes there are many businesses gperating within the market, a number of which have not
achieved critical mass, and that presents an ideal opportunity for consolidation. This strategy will be
primarily focused within the UK but, where opportunities exist, acquisitions in Europe and the United
States and elsewhere will also be considered, particularly if these also enable geographic expansion of
our existing businesses.

We intend to continue to buy stand-alone businesses as well as smaller entities and technology
acquisitions which bolt onto our existing ones. Our track record over the last eight years has been good,
with fifteen businesses acquired across our digital imaging and sensors and controls segments.

An important element of our strategy is that we are known to be a good acquirer, able to help sellers to
achieve a sale quickly and easily, and without surprises.

We keep a lean headquarters, and our businesses are run by seasoned local management with broad
discretion within defined limits. Our aim is to grow them, profitably, and we seek to provide them with
the resources necessary to grow. Acquired businesses often find that they can grow faster within the
SDI Group than they were prepared to do under private ownership, and they are able to learn from and
share experience with other companies in the Group.

Our current businesses fall broadly into two segments, which we call Digital Imaging and Sensors &
Control, and within these groupings there are significant commonalities of applications, industries
served and technologies employed. This provides additional opportunity for knowledge sharing, which
we encourage.

Growth in revenues and profit within our businesses depends on both technology advancement and
seeking new customers, often by expanding geographical reach, and the Board sees geographical
expansion as a driver of organic growth for the future.

By lowering the cost of capital of businesses we acquire and by facilitating their profitable growth, our
business model has demonstrated that it can provide good returns to shareholders and can be scaled
into the future.

Key Performance Indicators

A range of financial key performance indicators are monitored for each business and for the Group as a
whole on a monthly basis against budget and over time by the Board and by management, including
order pipeline, revenue, gross profit, costs, adjusted operating profit, and cash.

In support of our acquisition strategy as outlined above, we monitor our acquisition pipeline, including
any prospects that fail to progress. Post-acquisition, the Board discusses integration progress, and
monitors financial performance against our initial plans. Over a longer period, we monitor the return on
total invested capital of all of our businesses.

The Board regularly discusses progress in all major research and development and other projects with
project and business leaders, including with respect to cost, timelines and adherence to the projects’
initial objectives.

Additionally, the Board reserves a specific agenda item for discussion of health and safety and other
employee welfare-related issues.
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Statement by the directors in performance of their statutory duties in accordance with s172(1) of
the Companies Act 2006

When making decisions, the directors of SDI Group plc must act in the way they consider, in good faith,
would be most likely to promote the success of the Company for the benefit of its members as a whole
(having regard to the stakeholders and matters set out in s172(1)(a-f) of the Companies Act 2006).

The directors are committed to developing the Group to create value for shareholders over the long term
and believe that attention to the interests of all stakeholders will provide the best platform for sustained
value creation.

Here we provide some detail regarding our engagement with key stakeholders, our understanding of their
interests, and our actions and decisions taken which may affect them.

Shareholders and their representatives

SDI Group plc is quoted on the AIM market and has shareholders ranging from investment funds and high
net worth individuals to retail investors, directors and employees and former employees. All shareholders
are entitled to share equally in the Group's success, and we aim to provide all with the information they
need to understand the progress of their investment. We believe that a mixed shareholder base provides
benefits to all in maintaining liquidity in the shares.

In addition to public announcements made, directors meet from time to time with some of the Group’s
larger shareholders and potential shareholders to discuss the state of the Group, usually following annual
or interim results announcements and with the presence of our Nominated Advisor. These meetings are
important in providing large investors with comfort for their investment decisions and are for many a
requirement prior to investing. These meetings may be held face-to-face or by videoconference.

In recent years, we have provided via a videoconference platform the same presentation fo members of the
public, with the opportunity to ask questions of the presenting directors, and this has enjoyed a good level
of attendance. We also welcome requests from all shareholders to speak with directors, and we will
usually be able to accommodate that.

These meetings do not give attendees any insider information and presentations made are éxcerpts from
publicly available documents such as this Annual Report.

Directors may occasionally consult with some of our larger shareholders on matters of executive benefits,
to ensure that these are aligned with the expectations of the market.

The directors keep the payment of a dividend under review. We are aware that different shareholders (and
current non-shareholders) may have different dividend appetites, and we cannot please everyone. Our
judgement to date has been that, as a growth company with a track record of creating value through
acquisitions, funds were better reserved for investment.

Customers and suppliers

SDI Group is organised as a constellation of individual operating businesses, each with its own general
management, and customer and supplier bases. Our engagement with customers and suppliers generally
takes place within those businesses. Some customers and suppliers are common to several of our
businesses, although we may deal with different divisions of the same group. The directors encourage our
businesses to deal correctly with their customers and suppliers, and to look for long term relationships that
can add value to all parties. Our businesses report on key relationships to our executive directors and in
their reports to the wider Board, and we look for opportunities to expand our relationships with good
customers and suppliers across the Group. During the course of the COVID-19 pandemic, the Group took
specific care to pay its suppliers to agreed terms in order to provide certainty during the pandemic.
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We aim to develop new products and technologies that satisfy future customer needs and provide the
highest quality and most reliable products for the markets we serve.

Employees

Our business is built on the hard work, knowledge, skills and experience of staff across the Group. We
expect them to go the extra mile in looking after our other stakeholders, and they do so. Our commitment is
to look after them fairly, both in economic terms and in providing a stimulating working environment where
they can use and develop their capabilities to the full.

Executive directors of SDI Group engage with employees across the Group during regular visits to all
locations, and the Board’s policy is to rotate its meetings around the locations so that all directors can meet
with staff. The Board receives monthly reports from the Group's operating businesses which include
sections on staffing matters and reserves specific agenda slots for staff and health and safety matters at
each regular meeting.

Key staff remuneration, and remuneration policy for the wider Group, is decided by directors, and our aim is
to pay people competitively and provide additional reward for exceptional performance.

The culture at SDI Group, as experienced by our staff, is generally that of a successful small business,
which is the recent history of each of our operating businesses. As part of the SDI Group, however,
opportunities for career development and learning from other businesses can be enhanced, and we look for
ways to develop our staff across the Group. Staff in our operating businesses are also interested and
informed about the activities and performance of the wider Group.

Acquisition partners

For SDI Group, acquisitions are not one-time events, but a repeatable process. We seek to make the
process as easy as possible for sellers and for their advisors to realise their goals. Our management of the
businesses post-acquisition is also a key factor in enhancing our reputation as a good acquirer. By treating
sellers openly and fairly, and by executing on our commitments, we seek to remain the acquirer of choice
for businesses that will fit well into the Group.
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Sustainability is at the core of all that we do

SDI Group is here for the long term. Our directors expect it will long outlast them, and our owners should
know that most of its value lies beyond the forecastable horizon. We believe that our business model can -
progress and develop indefinitely, subject to our nurturing the stakeholders that help make us successful.
We would like those stakeholders to remain with us for a fong time on our journey.

Consequently, sustainability is not just on our agenda, it is our agenda.
The environment

SDI Group recognises that the significant environmental challenges facing the world, including man-made
climate change, deforestation and habitat loss, and water quality and availability, must be addressed by
all businesses worldwide. We understand that our trading activities have an environmental impact and
that we must make real changes to reduce any negative impact.

SDI's current businesses are not big polluters, and we do not expect to acquire businesses that have a
significant carbon footprint, in keeping with our sustainability agenda. At the same time, we believe that
our businesses can and do contribute to reducing society’'s environmental impact by providing
technological products that are more accurate, consume less energy and other inputs, and enable better
science than those available in the past. We can be proud of the portfolio, but we must continue to
innovate.

In keeping with our devolved operating model, our actions to mitigate, improve and innovate our
environmental impact take place within our businesses, which respond to the demands of the markets
they operate in, to their customers, their employees and their local communities, all of whom have a stake
in a more sustainable future. Initiatives implemented in the last year have included the installation of solar
panels at Monmouth Scientific's new factory.

SDI operates a flat structure, and we do not currently attempt to track and consolidate environmental
KPls across the group as this would be a significant escalation of reporting requirements for little, if any,
environmental impact. Our HQ role is one of encouragement and idea-sharing, and of approving
investments whose sustainability impact may not be fully quantified financially. This may have to change
in the future if SDI is covered by additional reporting requirements.

Social matters

SDI Group seeks to provide, in its businesses, a challenging, enjoyable, safe and caring environment for
its employees, so that they can contribute, develop and remain with the Group for the long term.

We comply with all relevant legislation, obviously including:

e Health and safety, where the Board reviews monthly reports from all of its businesses to ensure
root causes of any issues are addressed.

e Anti-bribery and corruption. The Group operates on an ethical basis in all of its activities and
takes all reasonable steps to ensure bribery and corruption are prevented by those working for
the Company or associated with it, including third parties and agents.

¢ Equal opportunities. SDI Group is a committed equal opportunity employer. We endeavour to
treat all employees equally and fairly and encourage them to apply these principles themselves.
We support staff training, appraisals and personal development and we seek to maintain a good
working environment. We use professional advisors to ensure our personnel practices are up to
date with legal requirements.

e Disabilities. The Group gives full and fair consideration to applications for employment from
disabled persons where the requirements of the job can be adequately fulfilled by a handicapped
or disabled person. Employees who become disabled are provided, where practicable, with
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continuing employment under normal terms and conditions and are provided with training and
career development where appropriate.

¢ Modern slavery and human trafficking. The Group does not tolerate any kind of coercive labour
practices and strictly adheres to standards required under all relevant employment legislation.

e We are mindful that the way we operate our existing businesses and treat our employees
influences our attractiveness as an acquirer of new businesses, and provides a strong
differentiator against competing trade or financial bidders.

Governance
Governance matters are discussed as required in the relevant section of this report. The Group's aim is to
always act responsibly, ethically and in the protection of shareholders’ and other stakeholders’ interests,

and to continue to review and evolve its governance processes as it grows in advance of expectations
without simply ticking the box.
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The following represent, in the opinion of the Board, the principal risks and uncertainties of the business.
it is not a complete list of all the risks and uncertainties, and the priority, impact and likelihood may
change over time.

Acquisitions

Acquisitions are a key element of our strategy, and the failure to identify and prosecute acquisition
opportunities would impact future growth in profit and share price. The Group spends significant time and
energy in identifying acquisition opportunities and receives suggestions from various sources as well as
directly or through our own businesses and management. These are carefully filtered, and the most
attractive ones are managed to a possible successful conclusion.

An additional important risk is that an acquisition does not provide the financial return expected. The
Group’s disciplined due diligence process helps to avoid this, but the Group is also able to marshal
resources in support of an acquired entity's management team to help them improve performance as
necessary.

Dependence on key distributors and OEM customers

Failure to effectively manage our distribution channels could damage customer confidence and adversely
affect our revenues and profits. Additionally, in several of our businesses, significant amounts of our sales
are to a small number of OEM customers, and any reduction in their end product sales or in our share of
their purchases would impact our revenues and profits

In order to mitigate this risk the Group dedicates significant resource to maintaining close relationships
with our distributors and OEM customers, including at Group level, and we aim to provide them with
products and service that match their needs.

Competition and technological obsolescence

Competition from direct competitors or third-party technologies coutd impact upon our market share and
pricing.

In order to mitigate this risk the Group continues to invest in researching its markets and continues to
offer new products in response to changing customer preferences. In addition, the Group invests in
research and development to maintain its competitive advantage.

Supply chain failures

Recent events including Brexit, the COVID-19 pandemic and the Russian invasion of Ukraine have
combined to make supply chain robustness a key competitive advantage. There may be further logistical
disruptions resulting from the reconfiguration of borders, possibly combined with other supply chain
disturbances due to the COVID-19 pandemic, shipping issues, ransomware and geopolitical events.

The Group has taken appropriate steps to minimise disruption, including some expansion of stocks, and
has cooperated with customers to ensure continuity of their supply chain. The Group has also conducted
a detailed review of the robustness of cyber security measures which has resulted in investment in more
robust systems and procedures.

Recruitment and staffing
If the Group fails to recruit and retain individuals with the appropriate skills and experience its
performance may suffer. To ensure the Group retains the highest calibre staff it has implemented a
number of schemes designed to retain key individuals, both financial and non-financial, including bonuses
and share option schemes.

COVID-19

The effects of COVID-19 have reduced over recent months but this is not uniform across the world and
there is a risk that future developments do not follow the same course as those seen in earlier phases,
and that sales orders are reduced, production operations are disrupted, or supplies of key components
are interrupted.

Over the course of last year and 2020-21, each of SDl's businesses has been profitable and cash-
generative, and this suggests that the business model of SDI Group is resilient to similar risks. The Group
remains alert to continuing risks.
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Currency and foreign exchange

As with the majority of international companies, the Group’s UK and overseas businesses purchase
goods and services and sell some of their products in non-functional currencies. Where possible, the
Group nets such exposures or keeps this exposure to a minimum. The Group’s principal exposure is to
US Dollar and Euro currency fluctuations against Pound Sterling, and in both currencies, we sell more
than we purchase and we have a higher level of debtors than creditors. This typically means that a
relative devaluation of the Pound results in exchange gains and an improvement in competitiveness,
whereas a revaluation has the opposite effects.

We have never hedged our exposure using financial derivative products, but we do have some activity in
both Europe and USA, including a factory in Portugal, which acts a partial natural hedge. However, we
have established a procedure for the approval of simple hedging transactions if conditions require them.
We keep cash balances in Euros and Dollars to a minimum and may take out loans under our revolving
credit facility in Euros and Dollars, to reduce our net exposure to those currencies. If the Pound
strengthens significantly, we will review all opportunities to realign our costs to the changed
circumstances.

Liquidity
A review of the Group’s exposure to liquidity risk is provided in note 26.
o

Jon Abell
Chief Financial Officer
Date: 20/7/2022

SDI Annual Report 2022 Page 19



DocuSign Envelope ID: C1DAFC1E-78E2-47A3-8026-AD5SEESC8EDS7

SDI GROUP PLC

Governance - Our Directors

Ken Ford

Chairman _

Ken joined the Board in 2010 and became Chairman in 2012. He was previously Chief Executive of
Teather & Greenwood, the investment bank, and brings over 36 years of City experience to the
Company, including a strong understanding of shareholder value, strategic planning and corporate
transactions. His previous roles include Aberdeen Asset Management, Morgan Grenfell and Wedd
Durlacher. Ken is currently non-executive Chairman of Geardmusic and CMO Group plc both of which are
AlM-listed. He is a Fellow of the Chartered Securities Institute.

Mike Creedon

Chief Executive Officer

Mike joined the Board in 2010 as Finance Director, and was appointed CEO in 2012, maintaining also the
Finance Director role until July 2018. A Chartered Certified Accountant with an MBA from Henley
Management College, Mike brings to SDI considerable experience of working within quoted companies
and technology businesses, and fundraising, mergers and acquisitions. In particular, he has recent
experience of AlM-listed technology companies.

Previous Finance Director posts include Ninth Floor plc and Ideal Shopping Direct Limited.

Jon Abell

Chief Financial Officer

Jon joined the Board in July 2018 and has over 35 years of business experience. Prior to joining SDI, he
was Divisional VP of Finance, Electronic Instruments Group at Ametek, Inc. where his principal duties
include performance management, M&A, business controls and accounting for several scientific and
industrial instrument businesses.

Jon started his career with industrial companies in the UK and in ltaly, before obtaining his MBA at
Columbia Business School in New York. He subsequently went on to senior financial management roles
in Germany, the Netherlands, USA and UK including at Philips Electronics and Broadcom Inc.

Jon announced in January 2022 his decision to retire from the Board in the Summer of 2022.

Isabel Napper

Non-executive, Chair of the Remuneration and Nomination Committees

Isabel joined the Board in February 2017 and has more than 25 years’ experience in advising clients in
the technology and healthcareflife science areas, both public and private sector, leading on business
development and managing regulatory issues, governance risk and strategic change. Isabel was
previously a Partner at the law firm Mills & Reeve where she acted as legal adviser and company
secretary to a number of boards. Her extensive business development and marketing skills have been
invaluable to the Board. Isabel is also a non-executive director at Tristel plc and Keystone Law group plc.
Isabel has announced that she will step down from the Board in August 2022.

David Tilston

Non-executive, Chair of the Audit Committee

David joined the Board in July 2017. He is a Fellow of both the Institute of Chartered Accountants in
England and Wales and the Association of Corporate Treasurers. He has over 30 years’ experience in
finance functions within public companies, including at Group CFO level, most recently at Northgate plc
and Consort Medical pic. He is currently Audit Committee Chairman and a member of the Remuneration
Committee at AIM listed EnSilica pic. David was formerly a non-executive director at Sepura plc which
was listed on the main market. David is also Treasurer and Trustee at British Exploring Society, a youth
development charity.
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Chairman’s Introduction

As Chairman | am responsible for the leadership of the Board and for ensuring the Board's effectiveness.
| also have the responsibility for conducting Board meetings and making sure that there is effective and
timely communication to our shareholders. In my role as Chair, | also provide advice, counsel and support
to the executive. v

The 2018 QCA Corporate Governance Code

The AIM Rule 26 introduced during our 2019 year requires the Group to follow a recognised corporate
code of governance. The Board, after due consideration, agreed to follow the 2018 QCA Corporate
Governance Code after concluding that it was the one best suited to SDI's business, aims and ambitions.
The Board believes that the Group complies with the Code, but is committed to continuously improving its
governance over time

Here we explain how we implement the 10 principles of the QCA Corporate Governance Code in practice.

Principle

Commentary

Further
information

1. A strategy and
business model which
promotes long-term
value for shareholders

The Board has a shared view of SDI's purpose, business
model and strategy. Our vision is to develop our existing
technologies and to grow through strategic acquisitions. We
believe that acquiring companies which complement the
capabilities within SDI will promote organic growth and give
us the opportunity to explore challenges and new markets
within the fast-evolving science and technology sectors.

The Strategy
section of this
Annual Report
and our website

2. Understanding and
meeting shareholder
needs and expectations

Responsibility for shareholder liaison rests principally with
our CEO supported by our CFO. However, all our Board
members attach a high degree of importance to providing
shareholders with clear and transparent information on the
Group's activities, strategy and financial position.

The Board holds meetings with institutional investors and
other large shareholders following the release of the interim
and financial results, and in recent years has also presented
to smaller shareholders and the general public using the
same material with opportunity to ask questions and provide
feedback to the Board.

We regard our Annual General Meeting as a good
opportunity to engage directly with shareholders through a
question-and-answer session. We provide the market and
shareholders with the results of AGM and GM voting via
RNS and other communication channels including the
Group's website.

Details of all
shareholder
communications
are provided on
our website
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3. Taking account of
wider stakeholder and
social responsibilities
and their implications for
long-term success

SDI's vision involves encouraging our subsidiary businesses
to work together to help advance medical and scientific
knowledge, increase the technical capabilities of industry
and ultimately improve the standard of living of the
population as a whole.

As well as that overarching purpose, the Board recognises
that long term business success relies on good relations
with a range of different stakeholder groups both internal
and external such as staff, suppliers and customers.

We also seek to understand the impact our business
activities have on the communities in which we operate and
consider our corporate social responsibilities and how these
issues are integrated into our long-term strategy.

We encourage feedback from all our stakeholders and
where appropriate use that feedback to shape our future
direction e.g., new methods or product offerings.

The “Section 172"
report presented
on pages 14-16 in
this Annual
Report provides
further
information

4. Embed effective risk
management,
considering both
opportunities and
threats, throughout the
organisation

We have addressed the principal risks we face by the
appointment of an experienced executive team supported
by experienced non-executive directors and a team of
appropriately qualified professional advisers.

Our executive directors are closely involved in the day-to-
day operations of the Group and of our operating
subsidiaries and report to the board in detail at regular
intervals. Relevant papers are distributed to members of the
board in advance of board and committee meetings.
Detailed financial reports of the Group's financial
performance are also provided on a regular basis.

Our directors’ knowledge and understanding of the Group is
further enhanced by on-site visits to operational units;
directors also receive presentations from senior
management on the performance and strategies of their
business units.

We have included in our strategy meetings with our
operating subsidiaries a specific agenda item on risk
management, to understand individual business risks and to
confirm appropriate mitigating actions.

Directors also have the contractual right to take independent
professional advice on any matter - at SDI's expense - if
they deem it necessary in order to carry out their
responsibilities.

The Principal
Risks and
Uncertainties
section of this
Annual Report
sets out some of
the principal risks
and uncertainties
faced by the
Group
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5. Maintaining the board
as a well-functioning,
balanced team led by
the Chair

Our Board consists of two executive directors (CEO and
CFO) together with the Chairman and two independent non-
executive directors. We believe this to be a good balance for
a business of our size. Due to their working backgrounds
and professional experience the non-executive directors
provide a solid foundation for good corporate governance
for the Group. They are also independent of management
and ensure that no individual or group dominates the
board’s decision-making process.

To ensure the Board functions well, our non-executive
directors are requested to attend eleven board and board
committee meetings per year. They are also required to be
available at other times between meetings when necessary
for face-to-face and phone/web meetings. We also hold an
annual strategy meeting at which directors’ attendance is
mandatory. Each non-executive director must demonstrate
that they have sufficient ime to devote to our business.

To support the Board, we have put in place Audit,
Remuneration and Nomination Committees alt of which
have agreed formal terms of reference.

Biographies of
the Directors are
presented on
page 20 in this
Annual Report
and on our
website.

Reports of the
Board
committees are
also presented on
pages 27 - 30 in
this Report.

6. Ensuring the directors
have the necessary up-
to-date experience skills
and capabilities

Our directors have been chosen because of the skills and
experience they offer. Of our five directors one is female
and four are male. All have listed company experience and
one was the CEO of an investment bank, three are
accountants, one a lawyer.

Our directors attend industry and regulatory leaming and
networking events in order to keep up to date with relevant
developments.

Biographies of
the Directors are
presented on
pages 20 in this
Annual Report
and on our
website.

7. Evaluate board
performance based on
clear and relevant
objectives, seeking
continuous improvement

We undertake annual monitoring of personal and corporate
performance. The responsibility for assessing and
monitoring the performance of the executive directors lies
with the independent non-executive directors.

Agreed personal objectives and targets are set each year
for the executive directors and performance measured

‘| against these metrics.

Again this year we performed a formal board evaluation
process. The process was led by our Chairman assisted by
the Chair of the Nominations Committee and required
directors to answer a set of questions setting out their views
on the effectiveness of the Board and on the value of their
board contributions. The results of that assessment process
were used by the Chairman to facilitate discussions with
each individual director and with the Board as a whole. The
questions were based around issues arising from the ten
principles of the QCA Code and the results have assisted in
continuing our focus on strategy and risk management.
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8. Promote a corporate
culture that is based on
ethical values and
behaviours

We believe it is the responsibility of the Board and senior
leaders to ensure that the culture of our organisation is
based on ethical values and behaviours. As well as leading
by example, our ethics-based culture is promoted through
our business behaviours, decisions, processes and
operations, as well as the management of the risk of ethical
misconduct.

In addition, we have mechanisms to support high ethical
standards - e.g., for raising concerns and reporting
misconduct. We also aim to include ethical criteria in
recruitment and in performance appraisals and have
detailed policies relating to important issues such as
discrimination, harassment, bribery and corruption, and
conflicts of interest. We expect all our staff to adhere to
these high standards.

We are keen to invest in our people not just our companies.
With that in mind we seek to make our workplaces a better
environment and to encourage all our staff to undergo
relevant training and development.

9. Maintain governance
structures and
processes that are fit for
purpose and support
good decision making by
the board

Our non-exscutive directors scrutinise the performance of
management against the Group’s objectives and also
monitor the reporting of performance.

The Board has considered mechanisms by which the
business and the financial risks facing the Group are
managed and reported to the board. The principal business
and financial risks have been identified and control
procedures implemented. The Board acknowledges its
responsibility for reviewing the effectiveness of the systems
that are in place to manage risk.

To achieve this aim the Board has a formal schedule of
matters specifically reserved to it for decisions including the
approval of annual and interim results and recommendation
of dividends, approval of annual budgets, approval of larger
capital expenditure and investment proposals, review of the
overall system of internal control and risk management and
review of corporate governance arrangements.

Other responsibilities are delegated to the Board
Committees, being the Audit, Remuneration and Nomination
committees, which as explained in section 5 above operate
within clearly defined terms of reference, and which report
back to the Board.

Reports of the
Board
committees are
also presented on
pages 27 — 30 in
this Report.

10. Communicate how
the company is
governed and is
performing by
maintaining a dialogue
with shareholders and
other relevant
stakeholders

We have set out in section 2 above how we maintain a
regular dialogue with our shareholders including welcoming
all shareholders to our AGMs,

Further
information and
the resolutions
put to a vote at
annual general
meetings can be
found on our
website.

The Board

The Board comprises the Chairman, two Executive Directors and two Non-Executive Directors. The Non-
Executive Directors are considered to be independent, provide a solid foundation for good corporate
governance for the Group, and ensure that no individual or group dominates the Board's decision-making
process. The Non-Executive Directors are independent of management. Each Non-Executive Director
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must continue to demonstrate that they have sufficient time to devote to the Company’s business and
attendance at Board and Committee meetings is summarised later in this report.

The Non-Executive Directors constructively challenge and assist in developing the strategy of the Group
using their experience and knowledge of acquisition targets and fundraising. They scrutinise the
performance of management against the Group’s objectives and also monitor the reporting of
performance. The Board is provided with regular and timely information on the financial performance of
the Group as a whole, together with reports on trading matters, markets and other relevant matters.

There are clearly defined roles for the Chairman and CEO..The Chairman is responsible for leadership of
the Board, ensuring effectiveness of the Board in all aspects, conducting Board meetings and the
effective and timely communication of information to shareholders. The Chairman is able to provide
advice, counsel and support to the Chief Executive. The Chief Executive has direct charge of the Group’s
day-to-day activities and sets the operating plans and budgets required to deliver the agreed strategy.
The Chief Executive is also responsible for ensuring that the Group has in place appropriate risk
management and control mechanisms.

The Board is collectively responsible for. the performance of the Group and is responsible to shareholders
for proper management of the Group. A statement of Directors’ responsibilities is given on page 33 and a
statement on going concern is given on page 34.

The Board has a formal schedule of matters specifically reserved to it for decisions including the approval
of annual and interim results and recommendation of dividends, approval of annual budgets, approval of
larger capital expenditure and investment proposals, review of the overall system of internal control and
risk management and review of corporate governance arrangements. Other responsibilities are delegated
to the Board Committees, being the Audit, Remuneration and Nomination committees, which operate
within clearly defined terms of reference, and which report back to the Board.

Relevant papers are distributed to members in advance of Board and Committee meetings. Directors’
knowledge and understanding of the Group is enhanced by visits to the operations and by receiving
presentations by senior management on the results and strategies of the business units. Directors may
take independent professional advice on any matter at the Company’s expense if they deem it necessary
in order to carry out their responsibilities. The Company has secured appropriate insurance cover for
Directors and Officers.

Board Committees

The following committees deal with specific aspects of the Group’s affairs.

Audit Committee

The Audit Committee, which is chaired by D. Tilston and has |. Napper as the other member, meets not
less than twice annually and more frequently if required.

The Board considers that both members of the Audit Committee have recent and relevant financial
experience and an understanding of accounting and financial issues relevant to the industries in which
SDI Group operates. The Committee provides a forum for reporting by the Group’s external auditors.
Where appropriate meetings are also attended by the Chairman and executives at the invitation of the
Committee.

A report of the Audit Committee is provided on pages 27 - 28.

Remuneration Committee

A report of the Remuneration Committee and the Directors’ remuneration report can be found on pages
29 - 32,
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Nomination Committee

This Committee is chaired by Isabel Napper and has David Tilston as its other member and meets at
least once per annum. Where appropriate meetings are also attended by the Chairman, the CEO and the
CFO at the invitation of the Committee.

The Nomination Committee focuses on evaluating the board of directors, examining the skills and
characteristics which are needed in board candidates, and on succession issues. Its principal focus
during the last financial year was in continuing to assist the Chairman with the board evaluation process
as set out in Principle 7 of our Governance Statement above and in leading the process of recruitment for
the CFO following Jon Abell's announcement of his intended retirement.

Attendance at Board and Committee meetings

The members’ attendance at Board and Commitiee meetings during the year is disclosed in the table
below. Ken Ford retired from the Remuneration Committee at the start of the year.

Board Audit Remuneration Nomination
K Ford 11/11 - 1/6 -
M Creedon 11/11 - - -
| Napper 10/11 4/4 6/6 1/1
D Tilston 11/11 4/4 6/6 11
J Abell 11/11 - - -

Conformance with best practice

The Board has reviewed its composition against certain non-statutory “best practice” guidelines and
makes the following observations:

That remuneration of non-executive directors should be with basic fees onIy (excluding historical, one-off
options grants if the quantum is not considered material)

The Group awarded one-time share option awards on appointment in 2017 and 2018 to its current non-
executive directors, and these were considered at the time to be not material, although they became
more valuable over time. These have since been exercised, and the Board does not expect to make
further awards to non-executive directors. The Board therefore considers its non-executive directors to be
independent of management and expects them to exercise their independence to the fullest extent.

That the remuneration committee should not include non-independent or executive members
Ken Ford has retired from the remuneration committee, and therefore all members are independent.

That the Company Secretary should not be an executive director

The Board members have significant external board of directors’ experience and are aware that they may
seek independent professional advice at the company’s expense to discharge their duties. The Board
believes that the company is currently best served by combining the roles of CFO and Company
Secretary, in the interests of efficiency and cost. This will be reviewed on appointment of a new CFO in
replacement of Jon Abell who is retiring.

The Board expects to keep any such matters under at least annual review.
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| am pleased to present the Audit Committee report for the year ended 30 April 2022.
Composition of the Committee

The Committee consists of myself (as Chairman) and Isabel Napper. The Chairman, Executive Directors
and Group Financial Controller may be invited to attend Committee meetings if required. During the year,
the Committee met four times, to approve the audit plan, review the audit conclusions and interim findings
and to consider other matters delegated to the Committee. The Board is satisfied that |, as Chairman of
the Committee, have recent and relevant financial experience. | am a Chartered Accountant; | have
served as Group Finance Director in several quoted companies and have prior experience as an Audit
Committee Chairman. | report the Committee’s activities at Board meetings and the minutes of each
meeting are made available to all members of the Board. The Committee has satisfactorily completed a
self-assessment exercise on its effectiveness using externally sourced material.

Responsibilities

The Committee’s main duties are to:

o ensure the integrity of the financial statements (including annual and interim accounts and results
announcements);

e review significant financial reporting judgements and the application of accounting policies
thereon;

e ensure the Annual Report and Accounts are fair, balanced and understandable and recommend
their approval to the Board,

e manage the relationship with the Group's external Auditor and review their suitability and
independence;

e negotiate and approve the external Auditor's fee, the scope of their audit and terms of
engagement;

« advise on the appointment of external Auditors and to review and monitor the extent of the non-
audit services undertaken by the Group’s external Auditor;

e review of the risk management and internal control systems;

o review the assessment of going concern; and

e assess the need for an internal audit function.

Role of the external Auditor

The Committee monitors the relationship with its external Auditor, Grant Thornton UK LLP, to ensure that
auditor independence and objectivity are maintained. As part of its review the Committee has established
a policy in respect of the provision of non-audit services by the external Auditor which it monitors. No
issues impacting upon the Auditor's independence were observed or brought to the Committee’s
attention. :

Audit process

The external Auditor prepares an audit plan for its review of the full year financial statements. The audit
plan sets out the scope of the audit, specific areas of risk to target and the audit timetable. This plan is
reviewed and agreed in advance by the Committee. Following completion of audit fieldwork the Auditor
presented their findings to the Committee for discussion, including accounting judgements undertaken in
respect of various matters including acquisition accounting and research and development capitalisation.
Internal audit

At present the Group does not have a formal internal audit function and the Committee will keep this
matter under review as the Group’s activities expand.
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Risk management and internal controls

The Corporate Governance Statement on pages 21 — 26 explains the measures taken to embed effective
risk management throughout the Group which is dependent upon the close involvement of the executive
directors in the day-to-day operations of the Group, the strength of subsidiary management teams and
reporting from the operating subsidiaries. The Group Financial Controller reports to the Committee on any
internal controls’ weaknesses identified during his visits to subsidiaries. The Committee is responsible for
reviewing the risk management and internal control framework and ensuring that it operates effectively.
The Committee has reviewed the framework by (a) receiving papers and discussing oversight practices
with the Group CEO, Group CFO and Group Financial Controller and (b) receiving a report from the
external auditors on observations made during their audits of operating subsidiaries and determined that
it remains appropriate for the Group’s current scale of operations.

COI W

David Tilston
Audit Committee Chairman
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Remuneration Committee

On behalf of the Board, | am pleased to present the report of the Remuneration Committee for the year
ended 30 April 2022.

The Committee is chaired by myself and has David Tilston as its other member. Other regular attendees,
at the invitation of the Committee, include the Chairman, the CEO and the CFO.

We meet as a Committee at least two times every year and our role is to determine the Group’s policy for
executive remuneration and the individual remuneration packages for executive directors together with
other designated senior management. A particular function of the Committee is the approval of all awards
of share options to directors and staff. The Committee’s terms of reference are available on the Group’s
website.

In setting the Group’s remuneration policy, the Committee considers a number of factors including the
following: ‘
« Salaries and benefits available to executive directors of comparable companies;
e The need to both attract and retain executives of appropriate calibre; and
e The continued commitment of executives to the Group's profitable growth and sustainable
development through appropriate incentive schemes (including the award of shares and share
options).

Remuneration of executive directors

Consistent with this policy, the benefit packages awarded to our executive directors comprise a mix of
basic salary and performance-related remuneration aimed at incentivising executive behaviour to achieve
the Group's goals. We are keen to ensure that the package is simple and straightforward so that there is
a clear link between Group performance and executive remuneration.

The remuneration packages cover the following elements:

« Base salary: the Remuneration Committee sets base salaries to reflect the responsibilities and the
skills, knowledge and experience of the individual and the complexity of the role;

e Bonus Scheme: the executive directors are eligible to receive a bonus dependent on both
individual and Group performance as determined by the Remuneration Committee. This has been
capped at 50% of the individual's salary;

e Long Term Incentive Plan shares: the executive directors are eligible to receive share options,
related to Group performance under the terms of a long-term incentive scheme determined by the
Remuneration Committee;

e Equity: share options awarded as appropriate; and

e Group contribution into a personal pension scheme, life assurance, and private medical insurance.

The CEO and CFO are engaged under separate contracts which require a notice period of six months
given at any time by the Group or the individual.

During the 2021-22 year, the Committee engaged remuneration consultants to benchmark the
compensation of the executive directors, following several years of significant growth of the Group under
current management and a period under the COVID-19 pandemic during which the Group’s performance
had been strong but compensation increases had been limited. It was decided to award salary increases
in a phased approach, with an interim increase awarded in January 2022 and further adjustments
expected in 2022-23. The need to review in 2022-23 the levels of all elements of the remuneration
packages for the CEO and CFO has also been informed by the recruitment process for a replacement for
Jon Abell as CFO. '

The details of the those awards already made under the LTIP scheme are set out in the Remuneration
Report on page 32.

SDI Annual Report 2022 Page 29



DocuSign Envelope ID: C1DAFC1E-78E2-47A3-8026-AD5SEE6C8ED87

SDI GROUP PLC

Governance - Report of the Remuneration Committee

Remuneration of Chairman and non-executive directors

The fees paid to the non-executive directors are determined by the Board. The non-executive directors
each received a single award of share options on appointment in 2017 and 2018, but these have since
been exercised. The Chairman has participated until now in the Group's LTIP scheme. The Chairman and
non-executive directors do not receive any other forms of benefits such as medical insurance or pension.

The Chairman and the non-executive directors are engaged under service contracts each of which provide
that notice of three months can be given at any time by the Group or the individual.

par

Isabel Napper :
Chairman, Remuneration Committee
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Statement about basis of preparation

While note a statutory requirement, SDI has produced this report, to be read in conjunction with the
Report of the Remuneration Committee, to comply with AIM rule 19 and also meet the requirements of
the QCA code. . ,

Directors’ remuneration and pension entitiements

The remuneration of the Directors is set out below:

2022 2021
Share
based
Salary Taxable payment
/ Fees Bonus  Benefits charge Pension Total Total
£000 £000 £'000 £000 £000 £000 £'000
K Ford 58 - - 40 - 98 83
M Creedon 187 55 2 85 9 338 291
I Napper 34 - - - : - 34 30
D Tilston 34 - - - - 34 35
J Abell 134 32 2 66 7 241 229
447 87 4 191 16 745 668

During the year, 5 directors exercised options over the Ordinary shares of the Company realising a gain
on exercise of £4,343k (2021: £nil). The share-based payment expense totalled £191k (2021: £202k).

Directors’ beneficial interests

Directors’ beneficial interests in shares in the Company are set out below:

2022 2021

Number Number

K Ford 1,015,217 1,250,000
M Creedon 774,625 442 452
| Napper 65,000 65,000
D Tilston 100,000 90,000
J Abell 371,739 100,000

None of the Directors had or has an interest in any material contract relating to the business of the
Company or any of its subsidiary undertakings.

Directors’ beneficial interests in share options in the Company are set out below:

2022 2021

Number Number

K Ford : ' 175,835 850,672
M Creedon 712,974 1,852,327
| Napper » - 250,000
D Tilston - 250,000
J Abell 645,864 1,134,103

Service contracts

The service contracts with M Creedon dated 25 April 2010 and with J Abell dated 4 April 2018 include a
notice period of six months if given by either party.

The non-executive Directors’ service contracts and the service contract of the Chairman include a notice
period of three months if given by either party.
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Long Term Incentive Plan (“LTIP”)

This LTIP was introduced in December 2018 to provide an effective mechanism for senior executives to
participate in the company's equity, aligning their interests with those of the shareholders. The LTIP
scheme overall has a duration of ten years and provides for a maximum of 10% of the company’s equity
to be granted (under all schemes) to executives in that period, subject to performance conditions which
are set for each award. Awards under the scheme in previous years have been made in December 2018
and in March 2020. .

An award was made on 01 October 2021 with performance conditions based for 50% on the growth in
fully-diluted Earnings Per Share in the three years starting 1 May 2021 and for 50% on the total
shareholder return over three years for SDI shareholders compared with a basket of twenty comparable
companies. Subject to the rules of the LTIP, vesting is on the third anniversary of the date of grant, to the
extent that the performance conditions are met, with 2 minimum holding period of four years including the
vesting period.

The directors participating in the scheme at the date of this report and their maximum respective
entitlements under the scheme to shares in SD! Group pic are as follows:

01 October Total

~ 2021 award awards
K Ford 40,380 175,835
M Creedon 62,820 273,502

J Abell 33,500 145,864

On 21 December 2021, 100% of the options awarded under the scheme in December 2018 vested.
The above table is a subset of the share option table on the previous page.

The market price of the company's shares at the end of the financial year was 149p and ranged from
136.5 to 217p during the year. The exercise price of the ordinary options ranges from £0.172 to £1.740,
and of LTIP options is £0.010.
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Directors' Responsibilities Statement

The directors are responsible for preparing the Annual Report comprising Strategic Report, Governance
Report and the Financial Statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law
the Directors have to prepare consolidated financial statements in accordance with applicable law and
international accounting standards in conformity with the requirements of the UK-adopted international
accounting standards and have elected to prepare separate parent company financial statements in
accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting
Standards and applicable laws, including FRS101 Reduced Disclosure Framework). Under company law
the directors must not approve the financial statements unless they are satisfied that they give a true and
fair view of the state of affairs of the Group and the Company and the profit or loss of the Company and
the Group for that period. In preparing these financial statements, the directors are required to:

select suitable accounting policies and then apply them consistently

make judgements and accounting estimates that are reasonable and prudent

state whether applicable international accounting standards in conformity with the requirements of
the UK-adopted international accounting standards have been followed, subject to any material
departures disclosed and explained in the Group and parent company financial statements
respectively :

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Group’s transactions and disclose with reasonable accuracy at any time the financial position
of the Group and enable them to ensure that the financial statements comply with the Companies Act
2006. They are also responsible for safeguarding the assets of the Group and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.

The directors confirm that:

o so far as each director is aware there is no relevant audit information of which the Group's auditor
is unaware; and

e the directors have taken all steps that they ought to have taken as directors in order to make
themselves aware of any relevant audit information and to establish that the Group’s auditor is
aware of that information.

The directors are responsible for the maintenance and integrity of the corporate and financial information
included on the Group's website. Legislation in the United Kingdom governing the preparation and
dissemination of financial statements may differ from legislation in other jurisdictions.

Group Results

The Group's profit for the year after taxation amounted to £7.5m (2021: £4.7m) and has been transferred
to reserves. '

All KPIs and risks are disclosed in the Strategic Report on page 13.

The Board does not recommend the payment of a dividend.
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Directors

The directors who served during the year are set out below.

K Ford

M Creedon
| Napper

D Tilston

J Abell

The interests of the directors and their families in the share capital of the Company are shown in the
directors’ remuneration report on pages 31 - 32.

The appointment and replacement of directors of the Company is governed by its Articles of Assaociation
and the Companies Act 2006. The Articles of Association may be amended by special resolution of the
shareholders. '

The Company must have a minimum of two directors holding office at all times. There is no maximum
number of directors. The Company may by ordinary resolution, appoint any person to be a director. The
Board may appoint a person who is willing to act as director, either to fill a vacancy or as an addition to
the Board. A director appointed in this way may hold office only until the dissolution of the next Annual
General Meeting unless he or she is reappointed during the meeting.

Directors’ indemnities

The directors have the benefit of an indemnity from the Company in respect of liabilities incurred as a
result of their office. This indemnity is provided under the Company’s Articles of Association and satisfies
the indemnity provisions of the Companies Act 2006. The Company has taken out an insurance policy in
respect of those liabilities for which the directors may not be indemnified. Neither the indemnity nor the
insurance provides cover in the event that a director is proved to have acted dishonestly or fraudulently.

Power Of Directors

The directors are responsible for the management of the business of the Company and may exercise all
powers of the Company subject to applicable legislation and regulation and the Memorandum and
Articles of Association.

At the Annual General Meeting held on 22 September 2021, the directors were given the power to:

e Arrange for the Company to purchase its own shares in the market up to a limit of 15% of its
issued share capital;
Allot ordinary shares up to an aggregate nominal value of £325,000;
Issue equity securities for cash, otherwise than to existing shareholders in proportion to their
existing shareholdings, up to an aggregate nominal value of £48,700.

Similar powers will form part of the resolutions to be put to the forthcoming AGM expected to be held on
22 September 2022, : :

Going Concern

The consolidated financial statements have been prepared on a going concern basis. The Group’s
business activities, together with the factors likely to affect its future development, performance and
position are set out within this Strategic report. The financial position of the Group, its cash flows, and
liquidity position are provided in the financial statements on pages 48 - 52.

SDI Annual Report 2022 Page 34



DocuSign Envelope ID: C1DAFC1E-78E2-47A3-8026-ADSEE6C8ED87

SDI GROUP PLC

. Governance — Director's Report

The Group ended 2022 with net cash of £1.1m compared to £0.7m at 30 April 2021 and generated cash
from operations of £14.7m. This cash generation arose from the strong performance of the Group’s
principal operating companies, enabled by 21.6% organic growth, and was mostly deployed in acquiring
profitable businesses. In addition, the Group also increased its borrowing facilities on 01 November 2021
to £20m and extended the repayment date to November 2024, providing the Group with greater certainty
over long-term liquidity. An amount totalling £4m is currently drawn down under this facility (see note 20).

The Board have considered the ongoing impacts of the Covid-19 pandemic and the war in Ukraine,
including their effects on the wider economy. The Group is in a strong financial position with high cash
balances and available facilities, sufficient headroom on all covenants associated with the debt, good
profitability and a strong future order book, enabling it to face any reasonable likely challenge of the
continued uncertain global economic environment. The Board has reviewed forecasts for the period to 31
October 2024, including severe downside scenarios which the Board considers extremely unlikely and
would not cause any significant challenges to the Group’s continued existence.

The Board therefore have a reasonable expectation that the Group has adequate resources to continue in
operational existence for the foreseeable future and therefore continue to adopt the going concern basis
in preparing the Annual Report and Accounts.

Post Balance Sheet Events

There are no events to note.

Research And Development

Each of the Group’s businesses devotes appropriate resources to maintaining and expanding its
competitive position by researching and developing new products and processes as well as updating
existing products. 51 employees were employed for development activities in the year (2021: 42).

Future Development

The directors expect that the Group will continue to execute its strategy of acquiring and managing niche
technology businesses.

Structure Of Share Capital

As at 30 April 2022 the Company’s authorised share capital was £10,000,000 comprising 1,000,000,000
ordinary shares of 1p each. As at 30 April 2022 the Company had 102,199,676 (2021: 98,408,164)
ordinary shares in issue with a nominal value of 1p each.

Corporate Governance

Corporate Governance is discussed on pages 21-26.

Financial Risk Management Objectives And Policies

Financial risk management objectives and policies are discussed in note 26.

Employee Engagement With Other Stakeholders

The company engages with its employees and other stakeholders as disclosed in the Section 172(1)
statement on pages 14-15.
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Health And Safety Policies

The Group is committed to conducting its business in a manner which ensures high standards of health
and safety for its employees, visitors and general public. It complies with all applicable and regulatory

requirements.

Streamlined Energy And Carbon Reporting (“SECR”)

The Group does not report under SECR as none of its subsidiary undertakings are large companies. The
parent company is exempt from reporting as it is a low energy user consuming less than 40MWh per

annum.

Substantial Shareholdings

As at 19 July 2022 the Company is aware of the following shareholders who hold an interest of 3% or

more in the Company's ordinary share capital.

f

b

_ _Number of
ordmary shares

_ Percentage of
| __share capltal

Berenberg Weatth and A§_set Management 9,651 726 . 9.44%
Herald Investment Management _ 8 178, 149 1 _ 8.00%
Danske Bank A/S 6,980,310 6.83%
Busmess Growth Fund_ B 6,336,526 __ 6.20%
JPMorgan Asset Management 5 010 000 4.90%
[Tellworth Capital  _~~~—~—— 4,740,329 4.64%
Octopus Investments 3 719 640 ) 3.64%
Hargreayee_Lansdown 3,629,335 | _3.55%
Killik stockbrokers 3,463,534 | 3.39%
Charles s Stanley . 31123307 |  3.06%
Auditor

A resolution to re-appoint Grant Thornton UK LLP as auditors for the ensuing year will be proposed at the

Annual General Meeting in accordance with section 489 of the Companies Act 2006.

On behalf of the Board

kun Ford

Ken Ford
Chairman

Date: 20/7/2022
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SDI GROUP PLC

Opinion

Our opinion on the financial statements is unmodified

We have audited the financial statements of SD! Group plc (the ‘parent company’) and its subsidiaries (the
‘Group’) for the year ended 30 April 2022, which comprise the Consolidated income statement and
statement of comprehensive income, the Consolidated balance sheet, the Consolidated statement of cash
flows, the Consolidated statement of changes in equity, the Notes to the Consolidated financial statements
including a summary of significant accounting policies, the Company balance sheet, the Company
statement of changes in equity, and the Notes to the Company financial statements including a summary of
significant accounting policies. The financial reporting framework that has been applied in the preparation of
the Group financial statements is applicable law and UK-adopted international accounting standards. The
financial reporting framework that has been applied in the preparation of the parent company financial
statements is applicable law and United Kingdom Accounting Standards, including Financial Reporting
Standard 101 ‘Reduced Disclosure Framework’ (United Kingdom Generally Accepted Accounting Practice).

In our opinion:
o the financial statements give a true and fair view of the state of the Group’s and of the parent
company’s affairs as at 30 April 2022 and of the Group's profit for the year then ended;

¢ the Group financial statements have been properly prepared in accordance with UK-adopted
international accounting standards;

o the parent company financial statements have been properly prepared in accordance with United
Kingdom Generally Accepted Accounting Practice; and

« the financial statements have been prepared in accordance with the requirements of

the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the ‘Auditor's
responsibilities for the audit of the financial statements’ section of our report. We are independent of
the Group and the parent company in accordance with the ethical requirements that are relevant to
our audit of the financial statements in the UK, including the FRC’s Ethical Standard as applied to
listed entities, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Conclusions relating to going concern

We are responsible for concluding on the appropriateness of the directors’ use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Group's and the parent
company’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we
are required to draw attention in our report to the related disclosures in the financial statements or, if
such disclosures are inadequate, to modify the auditor's opinion. Our conclusions are based on the
audit evidence obtained up to the date of our report. However, future events or conditions may cause
the Group or the parent company to cease to continue as a going concern.
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Our evaluation of the directors’ assessment of the Group’'s and the parent company's ability to
continue to adopt the going concern basis of accounting included:

e obtaining management’s base case forecasts covering the period to 31 October 2024, assessing how
these forecasts were compiled and assessing their appropriateness by applying sensitivities to the

underlying assumptions, which we also challenged;

e assessing the accuracy of managément's forecasting by comparing the reliability of past forecasts to
past actual results;

e obtaining management’s downside scenarios prepared to assess possible risks to going concern, and

management’s mitigating actions; and
¢ assessing the adequacy of related disclosures within the Annual Report 2022.

In our evaluation of the directors’ conclusions, we considered the inherent risks associated with the
Group’s and the parent company's business model including effects arising from macro-economic
uncertainties such as the Ukraine crisis and Covid-19, we assessed and challenged the
reasonableness of estimates made by the directors and the related disclosures and analysed how
those risks might affect the Group's and the parent company’s financial resources or ability to continue
operations over the going concern period.

Based on the work we have performed, we have not identified any material uncertainties relating to
events or conditions that, individually or collectively, may cast significant doubt on the Group’s and the
parent company’s ability to continue as a going concern for a period of at least twelve months from
when the financial statements are authorised for issue.

In auditing the financial statements, we have concluded that the directors’ use of the going concern
basis of accounting in the preparation of the financial statements is appropriate.

The responsibilities of the directors with respect to going concern are described in the ‘Responsibilities
of directors for the financial statements’ section of this report.

Our approéch to the audit

Overview of our audit approach

@ GrantThornton Overall materiality:

Group: £503,000, which represents 5% of the Group’s profit
before tax at the planning stage of the audit.

materialities exceeding the firm’s permitted multiple.

Parent company: £377,000, which represents 2% of the parent
company’s total assets at the planning stage of the audit, capped
due to the aggregate of the Group’s significant component

Key audit Key audit matters were identified as:
matters * Improper revenue recognition (same as previous year);

Materiality

businesses (same as previous year); and

Scoping . CGU (new this year). :

no longer been assessed as a significant risk.
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We performed an audit of the financial information using
component materiality (full-scope audit) for the parent company,
SDI Group pic, and four other significant components of the

Group. This gave coverage of 74% of the Group's total assets, _
54% of the Group’s revenue and 73% of the Group’s profit before
tax.

We performed an audit of one or more account balances, classes
of transactions or disclosures of the component (specific-scope
audit) for the eight non-significant UK Group components. This
gave additional coverage of 23% of the Group’s total assets, 40%
of the Group’s revenue and 25% of the Group’s profit before tax.
Analytical procedures were performed for all other components of
the Group that were neither significant nor material.

There were no changes to the audit approach from the prior year.

Key audit matters

Key audit matters are those matters that, in our professional Description Audit response
judgement, were of most significance in our audit of the
financial statements of the current period and include the most
significant assessed risks of material misstatement (whether or
not due to fraud) that we identified. These matters included
those that had the greatest effect on: the overall audit strategy;
the allocation of resources in the audit; and directing the efforts
of the engagement team. These matters were addressed in the
context of our audit of the financial statements as a whole, and
in forming our opinion thereon, and we do not provide a
separate opinion on these matters.

Qur results / Key

Disclosures .
» observations

In the graph below, we have presented the key audit matters, significant risks and other risks relevant

to the audit.
High Improper Valuation of intangible
p revenue assets on recognition of
; recognition the acquired businesses
; .
4
; . Manageme ‘ Impairment of
. nt override intangible
: of controls assets in
Potential . relation to the
financial ! o Monmouth CGU
: /7 ™ inventory
statement - \\//,’ -
impact ! . } Capitalised development costs
. N
N / \ Trade receivables o
\ : 7N
1 S ; Going concern
s
Low :
Low Extent of management judgement High
'@ Key audit o Significant O Other risk
i matter risk
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Key Audit Matter — Group

How our scope addressed the matter — Group

Improper revenue recognition

We identified improper revenue recognition as one of
the most significant assessed risks of material
misstatement due to fraud.

There is an underlying incentive for performance to be
inflated through inaccurate revenue recognition. This
risk is therefore judged to be due to fraud.

The Group has recognised revenue of £50m (2021:
£35m) in its consolidated income statement during the
year, which is comprised of revenue from sales of
goods and income from service contracts.

As the Group's revenue comprises various
individually material streams which are either
recognised at a point in time or over time in
accordance with IFRS 15 ‘Revenue from Contracts
with Customers’, the risk that revenue may be
improperly recognised has been identified as a
significant risk. This significant risk was pinpointed to
transactions that did not follow the normal business
process for certain subsidiaries, or for a single
contract which was highly material in relation to one
subsidiary, or for service contracts the significant risk
was pinpointed to the last quarter of the year where
the risk of incomplete deferred income was greatest.

In responding to the key audit matter, we performed the
following audit procedures:

e obtained an understanding of the process followed for
the recognition of revenue and tested the design and
implementation of relevant controls. From the work
performed, we noted two significant control deficiencies
in relation to service revenue at the component
Monmouth Scientific Limited, and as a result, we
extended our detailed testing in this area to address the
increased level of risk;

e assessed whether the revenue recognition accounting
policy for each type of revenue was consistent with IFRS
15 and testing that these policies were followed through
our substantive tests;

« performed data analytics procedures designed to
highlight any unusual transactions or postings recorded
in revenue, which were then all subject to detailed
testing;

¢ tested a sample of revenue transactions in respect of
sale of goods and agreeing them to a cash receipt or
proof of delivery to check that the sale did occur;

tested a sample of revenue transactions in respect of
contract income for services by obtaining supporting
documentation to prove occurrence, recalculating the
revenue recognised, and assessing the appropriateness
of any deferred or accrued income at year end; and

» agreed a sample of transactions before and after the
year end to supporting documentation to determine
whether transactions had been recorded in the correct
period.

Relevant disclosures in the Annual Report 2022

o Financial statements: Note 3, Principal Accounting
Policies and Note 5, Segmental Analysis.

Our results

Our audit testing did not identify any material
misstatements in the revenue recognised during the year
or any instances of material revenue not being recognised
in accordance with the Group’s accounting policies.

Valuation of intangible assets on recognition of
acquired businesses

We identified the valuation of intangible assets on
recognition of acquired businesses as one of the most
significant assessed risks of material misstatement
due to error.

There is a risk that the intangible assets, including
goodwill, are not recognised in accordance with IFRS
3 'Business Combinations’.

Specifically, there is significant judgement and
complexity associated with the allocation of excess
consideration over net assets acquired between
separable intangible assets and remaining goodwill.

SDJ Annual Report 2022

In responding to the key audit matter, we performed the
following audit procedures:

e assessed the Group’s accounting for acquisitions to
check whether it was in accordance with the Group’s
financial reporting framework, including IFRS 3;

o assessed the consideration for the acquisitions, including
work around any deferred or contingent consideration,;

¢ used our auditor’'s expert to assess the appropriateness
of the valuation methodology used by management,
including the methodology adopted for identifying
separate intangible assets distinct from goodwill and
assessing the appropriateness of discount rates and
growth rates applied;
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Key Audit Matter — Group

How our scope addressed the matter — Group

Due to the inherent uncertainty and key assumptions
involved in management’s calculation of the valuation
of acquired intangible assets, we determined the risk
to be a significant risk.

« evaluated the acquisition workings prepared by
management and checking its mathematical accuracy;
and

o challenged the assumptions used in the valuation
models, to assess whether they are reasonable and
consistent with our knowledge of the acquired
businesses.

Relevant disclosures in the Annual Report 2022

e Financial statements: Note 28, Business

Combinations

Our results

Our audit testing did not identify any material
misstatements in the valuation of intangible assets on
recognition of the acquired businesses. We are satisfied
that the judgements made in determining the split between
acquired intangible assets and goodwill are reasonable.

Impairment of intangible assets in relation to the
Monmouth CGU

We identified the risk of impairment in relation to the
Monmouth CGU as one of the most significant
assessed risks of material misstatement due to error.

This is due to the Monmouth CGU having the lowest
headroom and the level of management judgement
and assumptions required to perform the annual
impairment test required under IAS 36 ‘Impairment of -
Assets’. As a result, there is a risk that the carrying
value of the CGU may exceed its recoverable amount
and therefore be subject to impairment.

In responding to the key audit matter, we performed the

following audit procedures:

e obtained an understanding of the process followed for
the impairment assessment and tested the design and
implementation of relevant controls;

¢ obtained management’s model to identify the key
assumptions and assess the arithmetical accuracy of the
model. The assumptions identified have been challenged
and corroborated by the audit team to ensure they are
reasonable and in line with the requirements of |AS 36;

¢ used an auditor’s expert to recalculate a range for the
discount rate applied and to confirm the reasonableness
of key inputs and assumptions used in management’s
model, which led to a change in management's base
case model;

e assessed the impairment review prepared by
management, mainly through the use of applying
sensitivities; and

¢ performed sensitivity analyses on the key assumptions
and inputs into the value in use calculations.

Relevant disclosures in the Annual Report 2022
* Financial statements: Note 10, Intangible Assets.

Key observations

Based on our audit work, there is no material impairment
of the Monmouth CGU, but there are reasonably possible
changes in assumptions which could cause an impairment.
These have been appropriately disclosed by management
in the financial statements.

We did not identify any key audit matters relating to the audit of the parent company.

SDI Annual Report 2022
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Our application of materiality

We apply the concept of materiality both in planning and performing the audit, and in evaluating the effect
of identified misstatements on the audit and of uncorrected misstatements, if any, on the financial
statements and in forming the opinion in the auditor’s report.

Materiality was determined as follows:

Materiality measure

Group

Parent company

Materiality for
financial statements
as a whole

We define materiality as the magnitude of misstatement in the financial statements
that, individually or in the aggregate, could reasonably be expected to influence the
economic decisions of the users of these financial statements. We use materiality in
determining the nature, timing and extent of our audit work.

Materiality threshold

£503,000, which is 5% of the Group’s
profit before tax at the planning stage of
the audit.

£377,000, which is 2% of the parent
company’s total assets at the planning
stage of the audit, capped due to the
aggregate of the Group's significant
component materialities exceeding the
firm’s permitted multiple.

Significant judgements
made by auditor in
determining materiality

In determining materiality, we made the
following significant judgements:

o Profit before tax is considered the
most appropriate benchmark because
the Group is a commercially focused
organisation and profit before tax is a
key financial measure for the directors
and the shareholders.

o We used a measurement percentage
of 5% as the Group’s profit before tax
is relatively stable and therefore we
have used the top of the firm’s
permissible range.

Materiality for the current year is higher
than the level that we determined for
the year ended 30 April 2021 to reflect
the improved trading performance this
year.

‘In determining materiality, we made the

following significant judgements:

e An asset based benchmark was
considered the most appropriate
benchmark because the parent
company is a holding company. This
was changed from 10% of profit before
tax in the prior year because total
assets is a more relevant benchmark
for a parent company that does not
trade in its own right.

o We used a measurement percentage
of 2% as the parent company'’s total
assets are relatively stable and
therefore we have used the top of the
firm’s permissible range.

Materiality for the current year is higher
than for the year ended 30 April 2021 to
reflect the change in benchmark and
measurement percentage from 10% of
the parent company’s profit before tax
last year, as noted above.

Performance
materiality used to
drive the extent of

We set performance materiality at an amount less than materiality for the financial
statements as a whole to reduce to an appropriately low level the probability that the
aggregate of uncorrected and undetected misstatements exceeds materiality for the

our testing financial statements as a whole.

Performance £377,000, which is 75% of financial £283,000, which is 75% of financial
materiality statement materiality. statement materiality.

threshold

SDI Annual Report 2022
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Materiality measure

Group

Parent company

Significant
judgements made
by auditor in
determining
performance
materiality

In determining performance materiality,
we made the following significant
judgements:

o that there were no significant
-adjustments identified in the 2021
audit; and

+ that management are judged to be
suitably qualified and experienced.

In determining performance materiality, we

made the following significant judgements:

¢ that there were no significant
adjustments identified in the 2021
audit; and

o that management are judged to be
suitably qualified and experienced.

Specific materiality

Specific materiality

We determined a lower level of specific
materiality for the following areas:

» directors’ remuneration; and
related party transactions.

We determined a lower level of specific
materiality for the following areas:

« directors’ remuneration; and
related party transactions.

Communication
of misstatements
to the audit
committee

We determine a threshold for reporting unadjusted differences to the audit committee.

Threshold for

communication

£25,000 and misstatements below that £19,000 and misstatements
threshold that, in our view, warrant reporting below that threshold that, in

on qualitative grounds.

our view, warrant reporting on
qualitative grounds.

The graph below illustrates how performance materiality interacts with our overall materiality and the
tolerance for potential uncorrected misstatements.

Overall materiality — Group

Overall materiality — Parent company

M

£377,000,
= FsM | 75% -
_ N\_£s503000, |-

&

\

TFPUM

£126,000,

25%

TFPUM
£94,000,25%

| FSM: Financial statements materiality
PM: Performance materiality
TFPUM:Tolerance for potential uncorrected misstatements
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Report of the Independent Auditor

An overview of the scope of our audit

We performed a risk-based audit that requires an understanding of the Group s and the parent
company’s business and in particular matters related to: .

Understanding the group, its components, and their environments, including group-wide controls

¢ the engagement team obtained an understanding of the Group and its environment, including Group-
wide controls, and assessed the risks of material misstatement at the Group level; ’

¢ the engagement team obtained an understanding of the Group’s organisational structure and
considered its effect on the scope of the audit, identifying that the Group financial reporting system is
centralised;

Identifying significant components

» Significant components were identified through assessing their relative share of key financial metrics
including revenue, profit before tax, fixed assets, current assets and current liabilities.

Type of work to be performed on financial information of parent and other components (includihg how it
addressed the key audit mattgrs)

o We identified five significant components within the Group and performed a full scope audit on the
financial information of each. Our work on these significant components included the areas of focus
identified as key audit matters above.

e We performed an audit of one or more account balances, classes of transactions or disclosures of the
component (specific-scope audit) for the eight non-significant UK Group components.

e Analytical procedures were performed for insignificant components.

Performance of our audit

Testing has been performed over the following key areas of the Group.

Audit approach No. of % coverage of | % coverage of | % coverage of
components total assets revenue PBT

Full scope audit 5 74% 54% 73%

(Significant components)

Specific-scope audit (non- 8 23% 40% 25%

significant UK entities)

Analytical procedures 9 3% 6% 2%

In the current year, the Group engagement team made site visits to all significant components and
entities which were subject to specific-scope audits.

Communications with component auditors

The Group audit team communicated with one overseas component auditor performing a full-scope
audit throughout the stages of their work, from planning, through fieldwork and as part of the
concluding procedures.
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Changes in approach from previous period

There were no changes in approach from the prior period.
Other information

The directors are responsible for the other information. The other information comprises the information
included in the Annual Report 2022, other than the financial statements and our auditor’s report thereon.
Our opinion on the financial statements does not cover the other information and, except to the extent
otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon.

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

We have nothing to report in this regard.

Our opinion on other matters prescribed by the Companies Act 2006 is unmodified

In our opinion, based on the work undertaken in the course of the audit:
« the information given in the strategic report and the directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

o the strategic report and the directors’ report have been prepared in accordance with applicable legal
requirements.

Matter on which we are required to report under the Companies Act 2006

In the light of the knowledge and understanding of the Group and the parent company and its
environment obtained in the course of the audit, we have not identified material misstatements in the
strategic report or the directors’ report.

Matters on which we are required to report by exception

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

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

e the parent company financial statements are not in agreement with the accounting records and
returns; or
certain disclosures of directors’ remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit.

Responsibilities of directors for the financial statements

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and
for such internal control as the directors determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.
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In preparing the financial statements, the directors are responsible for assessing the Group’s and the
parent company’s ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless the directors either intend to
liquidate the Group or the parent company or to cease operations, or have no realistic alternative but
to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with 1ISAs (UK) will always detect a material misstatement when it
" exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the
Financial Reporting Council's website at: www.frc.org.uk/auditorsresponsibilities. This descnpt|on
forms part of our auditor’s report.

Explanation as to what extent the audit was considered capable of detecting irregularities,
including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design
procedures in line with our responsibilities, outlined above, to detect material misstatements in respect
of irregularities, including fraud. Owing to the inherent limitations of an audit, there is an unavoidable
risk that material misstatements in the financial statements may not be detected, even though the
audit is properly planned and performed in accordance with ISAs (UK).

The extent to which our procedures are capable of detecting irregularities, including fraud is detailed
below:

e We obtained an understanding of the legal and regulatory frameworks that are most applicable to the
Group and the parent company and determined the most significant are those that relate to the
financial reporting framework, being the Companies Act 2006 and UK-adopted international
accounting standards for the Group, and the Companies Act 2006 and FRS 101 ‘Reduced disclosure
framework’ for the parent company, together with relevant tax compliance regulations. In addition, we
concluded that there are certain other significant laws and regulations that may have an effect on the
determination of the amounts and disclosures in the financial statements, being laws and regulations
relating to health and safety, employee matters, and bribery and corruption practises.

¢ We obtained an understanding of how the Group and the parent company are complying with legal
and regulatory frameworks by making enquiries of management, those responsible for legal and
compliance procedures and the company secretary. We corroborated our enquiries through our review
of board minutes and papers provided to the Audit Committee.

¢ We enquired of management and the Audit Committee about the Group's policies and procedures
relating to the identification, evaluation and compliance with laws and regulations and the detection
and responsible to the risks of fraud and the establishment of internal controls to mitigate risks related
to fraud or non-compliance with laws and regulations.

We assessed the susceptibility of the Group’s financial statements to material misstatement, including
how fraud might occur, by evaluating management's incentives and opportunities for manipulation of
the financial statements. This included the evaluation of the risk of management override of controls.
We determined that the principal risks were in relation to areas of increased management judgement,
specifically share based payments, acquisition accounting and the impairment of intangibie assets, all
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of which could be impacted by management bias, as well as the risk of fraud through the use of
journal entries that increase revenues.

Audit procedures performed by the engagement team included:

¢ Identifying and assessing the design and implementation of controls management has in place to
prevent and detect fraud;

« Obtaining an understanding of how those charged with governance considered and addressed
the potential for management override of controls or other inappropriate influence over the
financial reporting process;

« Identifying and testing journal entries, in particular any journal entries posted with unusual
account combinations; and

¢ Challenging assumptions and judgements made by management in its significant accounting
estimates.

These audit procedures were designed to provide reasonable assurance that the financial statements
were free from fraud or error. The risk of not detecting a material misstatement due to fraud is higher
than the risk of not detecting one resulting from error and detecting irregularities that result from fraud
is inherently more difficult than detecting those that result from error, as fraud may involve collusion,
deliberate concealment, forgery or intentional misrepresentations. Also, the further removed non-
compliance with laws and regulations is from events and transactions reflected in the financial
statements, the less likely we would become aware of it.

The engagement partner’s assessment of the appropriateness of the collective competence and
capabilities of the engagement team included consideration of the engagement team's:

* understanding of, and practical experience with, audit engagements of a similar nature and
complexity, through appropriate training and participation;

« knowledge of the industry in which the Group and the parent company operate; and

« understanding of the legal and regulatory frameworks applicable to the Group and the parent
company.

Relevant laws and regulations and potential fraud risks were communicated to all engagement team
members. We remained alert to any indications of fraud or non-compliance with laws and regulations
throughout the audit.

We enquired of the component auditor to request details of any instances of non-compliance with laws
and regulations that could give rise to a material misstatement of the Group financial statements.

Use of our report

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

Gar ™ cnl
David White
Senior Statutory Auditor
for and on behalf of Grant Thomton UK LLP
Statutory Auditor, Chartered Accountants
Cambridge
Date: 20 July 2022
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Consolidated income statement and statement of comprehensive income
For the year ended 30 April 2022

2022 2021

Note £000 £000
Revenue 5 49,656 35,076
Cost of sales 14 (17,998) (12,206)
Gross profit 31,658 22,870
Other income 55 21
Operating expenses (21,534) {16,960)
Operating profit 4 10,179 5,931
Net financing expenses 8 (295) (287)
Profit before tax 6 9,884 5,644
Income tax 9 (2,341) " (938)
Profit for the year 7,543 4,708
Statement of Comprehensive Incomeé
Profit for the year 7,543 4,708
Other comprehensive income .
items that will subsequently be reclassified to profit and ioss:
Exchange differences on translating foreign operations (46) (96)
Total comprehensive income for the year 7,497 4,612
Earnings per share
Basic earnings per share 23 7.53p 4.81p
Diluted earnings per share 23 7.23p 4.58p

All activities of the Group are classed as continuing.
The results attributable to business combinations in the year are disclosed in note 29.

The accompanying accounting policies and notes form an integral part of these financial statements.
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Company registration number: 06385396 Note 2022 2021
£'000 £000

Assets

Intangible assets 10 36,035 26,237

Property, plant and equipment 11 4,074 1,733

Right-of-use leased assets 12 7,305 2,398

Deferred tax asset 14 1,586 1,697

49,000 32,065
Current assets

Inventories 15 7,273 6,059

Trade and other receivables 16 7,544 6,743

Cash and cash equivalents 17 5,106 3,836
19,923 16,638

Total assets v 68,923 48,703

Liabilities

Non-current liabilities

Borrowings 20 (10,656) (3,764)

Deferred tax liability 14 (4,417) (2,479)

(15,073) (6,243)

Current liabilities

Trade and other payables 18 (16,089)  (12,826)
Provisions for warranties 19 (163) (230)
Borrowings 20 (779) (1,880)
Current tax payable (1,027) (750)
(18,058)  (15,686)
Total liabilities i (33,131) (21,929)
Net assets 35,792 26,774
Equity
Share capital 22 1,022 984
Merger reserve 2,606 2,606
Merger relief reserve . 424 424
Share premium account 9,905 9,092
Share based payment reserve 320 714
Foreign exchange reserve 39 85
Retained earnings 21,476 12,869
Total equity 35,792 26,774

The financial statements were approved and authorised for issue by the Board of Directors on 20/7/2022

Mike (reedon o
Mike Creedon Jon Abell
Director . Director

The accompanying accounting policies and notes form an integral part of these financial statements.
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Note 2022 2021

£'000 £'000
Operating activities
Net profit for the year 7,543 4,708
Depreciation 11 &12 1,197 973
Amortisation - 10 1,576 1,589
Finance costs and income 8 295 287
Impairment of intangible assets 10 30 130
Decrease in provisions 19 (97) (15)
Taxation in the income statement 2,341 936
Employee share-based payments 313 305
Operating cash flows before movement in working capital 13,198 8,913
Decrease in inventories (365) (977)
Decrease/(increase) in trade and other receivables 652 (2,363)
Increase in trade and other payables 1,204 6,137
Cash generated from operations 14,689 11,710
Interest paid (295) (287)
Income taxes paid (1,290) (1,166)
Cash generated from operating activities 13,104 10,257
Investing activities
Capital expenditure on fixed assets 11 (1,426) (667)
Sale of property, plant and equipment ' 66 67
Expenditure on development and other intangibles 10 (415) (367)
Acquisition of subsidiaries, net of cash 29 (10,995) (4,057)
Net cash used in investing activities (12,770) (5,024)
Financing activities
Finance leases net repayments 20 (583) (489)
Proceeds from bank borrowing 20 9,000 5,404
Repayment of borrowings 20 (8,086) (11,652)
issues of shares and proceeds from option exercise 22 651 155
Net cash from/(used in) financing 982 (6,582)
Net changes in cash and cash equivalents 1,316 (1,349)
Cash and cash equivalents, beginning of year 3,836 5,290
Foreign currency movements on cash balances (46) (105)
Cash and cash equivalents, end of year 5,106 3,836

The accompanying accounting policies and notes form an integral part of these financial statements.
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As at 30 April 2022

Share Merger Merger Foreign Share Share Retained Total
capital reserve relief  exchange premium based payment earnings
reserve reserve
£000 £'000 £000 £000 £000 £'000 £'000 £000

Balance at 30 April 2021 984 2,606 424 85 9,092 714 12,869 26,774
Shares issued 38 - - - 813 - - 851
Tax in respect of share options - - - - - - 357 357
Share based payment transfer - - - - - (707) 707 -
Share based payment charge - - - - - 313 - 313
Transactions with owners 38 - - - 813 (394) 1,064 1,521
Profit for the year - - - - - - 7,543 7,543
Foreign exchange on consolidation - - - (46) - - - (46)
of subsidiaries ’
Total comprehensive income for
the period - - - (46) - - 7,543 7,497
Balance at 30 April 2022 1,022 2,606 424 39 9,905 320 21,476 35,792

SDI Annual Report 2022 Page 51



DocuSign Envelope ID: G1DAFC1E-78E2-47A3-8026-ADSEE6CBEDS7
SDIGROUP PLC

Consolidated statement of changes in equity
As at 30 April 2022

Share Merger Merger Foreign Share Share Retained Total
capital reserve relief  exchange premium based payment earnings
reserve reserve

£'000 £'000 £000 £000 £000 £000 £'000 £000
Balance at 30 April 2020 975 3,030 - 181 8,746 467 6,665 20,064
(previously stated)
Restatement - (424) 424 - - - - .
Restated balance at 30 April
2020 975 2,606 424 181 8,746 467 6,665 20,064
Shares issued 9 - - - 346 - - 355
Tax in respect of share options - - - - - - 1,438 1,438
Share based payment transfer - - - - - (58) 58 -
Share based payment charge - - - - - 305 - 305
Transactions with owners 9 - - - 346 247 1,496 2,008
Profit for the year - - - - - - 4,708 4,708
Foreign exchange on consolidation
of subsidiaries - - - (96) - - - (96)
Total comprehensive income for
the period - - - (96) - - 4,708 4,612
Balance at 30 April 2021 984 2,606 - 424 85 9,092 714 12,869 26,774
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SDIGROUP PLC

Notes to the consolidated financial statements
For the year ended 30 April 2022

1 REPORTING ENTITY

SDI Group ple, a public limited company, is the Group'’s uitimate parent. 1t is registered and domiciled in
England and Wales. The consolidated financial statements of the Group for the year ended 30 April 2022
comprise the Company and its subsidiaries (together referred to as the “Group”). The details of subsidiary
undertakings are listed in note 4 to the Company Financial Statements.

2 BASIS OF PREPARATION

The consolidated financial statements have been prepared and approved by the directors in accordance
with International accounting standards in conformity with the requirements of the Companies Act 2006.
The consolidated financial statements have been prepared under the historical cost convention as
modified by the recognition of certain financial instruments at fair value.

The principal accounting policies of the Group are set out below.

The consolidated financial statements are presented in British pounds (£), which is also the functional
currency of the ultimate parent company. All values are rounded to the nearest thousand (£'000) except
where otherwise indicated.

GOING CONCERN

The consolidated financial statements have been prepared on a going concern basis. The Group's
business activities, together with the factors likely to affect its future development, performance and
position are set out within this Strategic report. The financial position of the Group, its cash flows, and
liquidity position are provided in the financial statements on pages 48 - 52.

The Group ended 2022 with net cash of £1.1m compared to £0.7m at 30 April 2021 and generated cash
from Operations of £14.7m. This cash generation arose from the strong performance of the Group's
principal operating companies, enabled by 21.6% organic growth, and was mostly deployed in acquiring
profitable businesses. In addition, the Group also refinanced its borrowing facilities on 01 November
2021, extending the loan facility to £20m and the repayment date to November 2024, providing the Group
with greater certainty over long-term liquidity. An amount totalling £4m is currently drawn down under this
facility (see note 20).

The Board have considered the ongoing impacts of the Covid-19 pandemic and the war in Ukraine,
including their effects on the wider economy. The Group is in a strong financial position with high cash
balances and available facilities, sufficient headroom on all covenants associated with the debt, good
profitability and a strong future order book, enabling it to face any reasonable likely challenge of the
continued uncertain global economic environment. The Board has reviewed forecasts for the period to 31
October 2024, including severe downside scenarios which the Board considers extremely unlikely and
would not cause any significant challenges to the Group's continued existence.

The Board therefore have a reasonable expectation that the Group has adequate resources to continue in
operational existence for the foreseeable future and therefore continue to adopt the going concern basis
in preparing the Annual Report and Accounts.

CHANGES IN ACCOUNTING POLICIES

At the date of approval of these financial statements, certain new standards, amendments to and
interpretations of existing standards have been published but are not yet effective. None of these
pronouncements have been adopted early by the Group, and they have not been disclosed as they are
not expected to have a material impact on the Group's financial statements. Management anticipates
that all pronouncements will be adopted for the first period beginning on or after their effective date.
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SDI GROUP PLC

Notes to the consolidated financial statements
For the year ended 30 April 2022

ACCOUNTING JUDGEMENTS AND ESTIMATES

The preparation of financial statements requires management to make judgements, estimates and
assumptions that affect the application of policies and reported amounts of assets, liabilities, income and
expenses. These judgements and estimates are based on management’s best knowledge of the relevant
facts and circumstances, having regard to prior experience, but actual results may differ from the
amounts included in the consolidated financial statements.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised and in any future periods affected.
Information about significant areas of estimation uncertainty and critical judgements in applying
accounting policies that have the most significant effect on the amount recognised in the financial
statements are described in the following notes:

Judgements in applying accounting policies

Intangibles — development costs

The Group is required to capitalise any development costs that meet the criteria as per IAS 38. (See
Research and Development accounting policy, page 56 and in note 10). The point at which development
costs meet the criteria for capitalisation is critically dependent on management’s judgement of the point at
which technical feasibility is demonstrable. The carrying value of development assets also depends on
management’s ability to demonstrate the future economic benefits they will deliver. This judgement
requires assumptions about factors outside the business's control such as medium-term economic
conditions, technological developments and market changes. The Group tests annually whether the
capitalised development costs have been impaired by reference to expected future generation of cash
from the technologies developed and the timing of when these will be released.

Sources of estimation uncertainty

Fair value assessments of business combinations

Following an acquisition, management makes an assessment of the fair value of all assets and liabilities
acquired, including intangible assets and goodwill. The valuation process requires a number of estimates
to be made, including an estimate of any earnout cash payment which is contingent on specific
performance targets being met. For details of assumptions, see note 29.

Carrying value of goodwill and other intangible assets

The impairment analysis of intangible assets is based upon future discounted cash flows and a number of
assumptions are made to estimate the future cash flows expected to arise from the cash generating unit
as well as a suitable discount rate in order to calculate present value. Factors like lower than anticipated
sales and resulting decreases of net cash flows and changes in discount rates could lead to impairment.
For details of assumptions see note 10.
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SDI GROUP PLC

Notes to the consolidated financial statements
For the year ended 30 April 2022

3 PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies adopted are consistent with those of the annual financial statements for
the year ended 30 April 2021.

BASIS OF CONSOLIDATION

Subsidiaries are entities controlled by the Group where control is the power to govern the financial and
operating policies of an entity so as to obtain benefits from its activities. The financial statements of
- subsidiaries are included in the consolidated financial statements from the date that control commences
until the date that control ceases. The subsidiaries financial statements have been prepared in
accordance with FRS 101. .

Intra group balances and any unrealised income and expenses arising from intra group transactions are
eliminated in preparing the consolidated financial statements.

BUSINESS COMBINATIONS

Business combinations are accounted for using the acquisition method under the revised IFRS 3
Business combinations. The consideration transferred by the Group to obtain control of a subsidiary is
calculated as the sum of the acquisition-date fair value of assets transferred, liabilities incurred, and the
equity interests issued by the Group, which includes the fair value of any asset or liability arising from a
contingent consideration agreement. Acquisition costs are expensed within administration expenses as
incurred. The Group recognises identifiable assets acquired and liabilities assumed including contingent
liabilities in a business combination regardless of whether they have been previously recognised in the
acquiree's financial statements prior to the acquisition. Assets acquired and liabilities assumed are
generally measured at their acquisition-date fair values.

FOREIGN CURRENCY

Transactions entered into by Group entities in a currency other than the functional currency of the
company which incurred them are recorded at the rate of exchange at the time of the transaction.
Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are reported
at the rates of exchange prevailing at that date. Exchange differences arising on. the retranslation of
unsettled monetary assets and liabilities are recognised immediately in the income statement.

For the purpose of presenting the consolidated financial statements the assets and liabilities of the
Group’s overseas operations are translated using exchange rates prevailing on the balance sheet date.
Exchange differences on net assets arising from this policy are recognised in other comprehensive
income and accumulated in the foreign exchange reserve; such transiation differences are reclassified
from equity to profit or loss as a reclassification adjustment in the period in which the foreign operation is
disposed of.

Income and expense items of overseas operations are translated at exchange rates approximating to
those ruling when the transactions took place.
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SDI GROUP PLC

Notes to the consolidated financial statements
For the year ended 30 April 2022

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment is stated at cost, less accumulated depreciation. Depreciation is charged
to the income statement on a straight-line basis over the estimated useful lives of each part of property,
plant and equipment to write down the cost of the asset to its residual value. The estimated useful lives
are as follows:

Motor vehicles 3 years
Computer equipment 3 years
Tools and other equipment 3 years
Fumniture, fixtures and fittings ' 5 years
Building and leasehold improvements Over the lease term
GOODWILL

Goodwill represents the excess of the fair value of the consideration transferred over the Group’s interest
in the net fair value of the identifiable assets, liabilities and contingent liabilities of the acquiree. When the
excess is negative, it is recognised immediately in the income statement as a gain from a bargain
purchase. Goodwill is reviewed for impairment annually or more frequently if events or changes in
circumstances indicate that the carrying value may be impaired. Goodwill is also reviewed for impairment
immediately following an acquisition. The impairment of goodwill is based upon value in use, determined
using estimated future discounted cash flows.

RESEARCH AND DEVELOPMENT

Expenditure on research activities undertaken with the prospect of gaining new scientific or technical
knowledge and understanding is recognised in the income statement as an expense as incurred.

Expenditure on development activities, whereby research findings are applied to a plan or design for the
production of new or substantially improved products and processes, is capitalised if the following
conditions are met:
‘e Completion of the intangible asset is technically feasible so that it will be available for use or sale;
« The Group intends to complete the intangible assets and use or sell it;
« The Group has the ability to use or sell the intangible asset;
¢ The intangible asset will generate probable future economic benefits. Among other things, this
requires that there is a market for the output from the intangible asset or the intangible asset
itself, or, if it is to be used internally, the asset will be used for generating such benefits; and
e The expenditure attributable to the intangible asset during its development can be measured
reliably.

The expenditure capitalised includes direct cost of material, direct labour and an appropriate proportion of
overheads. Other development expenditure is recognised in the income statement as an expense as
incurred. Capitalised development is stated at cost less accumulated amortisation and impairment losses.

Amortisation is charged to the income statement on a straight-line basis over the estimated useful lives of
intangible assets. Amortisation is shown within administrative expenses in the income statement. The
estimated useful lives of current development projects are three years. Until completion of the project the
assets are subject to impairment testing.

OTHER INTANGIBLE ASSETS

Intangible assets acquired as part of an acquisition of a business are capitalised separately from goodwill
providing the assets are separable or they arise from contractual or other legal rights and their fair value
can be measured reliably. The fair value of intangible assets in a business combination includes the value
of any tax benefit.
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Notes to the consolidated financial statements
For the year ended 30 April 2022

Intangible assets with a finite life are amortised over their useful economic lives. Amortisation is
recognised in the income statement within administrative expenses on a straight-line basis over the
estimated useful lives of intangible assets, other than goodwill, from the date that they are available for

use.
Capitalised development costs 3 years
Other intangible assets 3-15 years
Customer relationships and trademarks 15 years
Order book Up to 2 years
IMPAIRMENT

The carrying amounts of the Group’s non-financial assets, other than inventories and deferred tax assets,
are reviewed at each reporting date to determine whether there is any indication of impairment. If any
such indication exists, then the asset's recoverable amount is estimated. For intangible assets that have
indefinite lives or that are not yet available for use, the recoverable amount is estimated at each reporting
date.

The recoverable amount of an asset is the greater of its value in use and its fair value less costs to sell.
In assessing value in use, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset.

For the purpose of assessing impairment, assets are grouped at the lowest levels for which there are
largely independent cash flows (cash-generating units). As a result, some assets are tested individually
for impairment, and some are tested at cash-generating unit level.

Goodwill is allocated to those cash-generating units or groups of cash-generating units that are expected
to benefit from synergies of the related business combination, typically the Group’s operating segments,
which represent the lowest level within the Group at which management monitors goodwill.

An impairment loss is recognised if the carrying amount of an asset exceeds its recoverable amount.
Impairment losses are recognised in the income statement. Impairment losses for cash-generating units
reduce first the carrying value of any goodwill allocated to that cash generating unit. Any remaining
impairment loss is charged pro rata to the other assets in the cash-generating unit. With the exception of
goodwill, all assets are subsequently reassessed for indicators that an impairment loss previously
recognised may no longer exist.

Any impairment in respect of goodwill is not reversed. Impairment losses on other assets recognised in
prior periods are assessed at each reporting date for any indications that the loss has decreased or no
longer exists. An impairment loss is reversed if there has been a change in the estimates used to
determine the recoverable amount. An impairment loss is reversed only to the extent that the asset’s
carrying amount does not exceed the carrying amount that would have been determined, net of
depreciation or amortisation, if no impairment had been recognised.

INVENTORIES

Inventories are measured at the lower of cost and net realisable value. The cost of inventories comprises
all costs of purchase, costs of conversion and other costs incurred in bringing the inventories to their
location and condition at the balance sheet date. ltems are valued using the first in, first out method.
When inventories are used, the carrying amount of these inventories is recognised as an expense in the
period in which the related revenue is recognised. Provisions for write-down to net realisable value and
losses of inventories are recognised as an expense in the period in which the write-down or loss occurs.
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Notes to the consolidated financial statements
For the year ended 30 April 2022

CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise cash balances and deposits which are subject to an insignificant risk
of changes in value.

BORROWINGS

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are
subsequently stated at amortised cost. Any difference between the proceeds and the redemption value is
recognised in the income statement over the period of the borrowings using the effective interest method.
Borrowings are classified as current liabilities unless the Group has an unconditional right to defer
settlement of the liabilities for at least 12 months after the balance sheet date.

EQUITY

Equity comprises the following:

e “Share capital” represents the nominal value of equity shares

* “Merger reserve” represents the difference between the parent company’s cost of investment and the
subsidiary’s share capital and share premium where a group reorganisation qualifies as a common
control transaction. )

¢ “Share premium account” represents the excess over nominal value of the fair value of consideration
received for equity shares, net of expenses of the share issue.

+ “Share based payment reserve” represents equity-seftied share-based employee remuneration until
such share options are exercised. The equity component of convertible loan stock, if any, is also
included. On conversion of the loan stock the equity component is transferred into the retained
earnings reserve.

« ‘“Foreign exchange reserve” represents the differences arising from translation of investments in
overseas subsidiaries.

e “Retained earnings” represents retained profits.

CONTRIBUTIONS TO PENSION SCHEMES
Defined Contribution Scheme

Obligations for contributions for defined contribution plans are recognised as an expense in the income
statement when they are due.

FINANCIAL ASSETS

The Group's financial assets comprise trade receivables, other receivables, cash and cash equivalents.
Trade and other receivables are recognised and carried at the original invoice amount less a provision for
the expected credit loss. Management have adopted the simplified model to determine the expected
credit loss on trade receivables and uses historical experience of losses applied to the specific
circumstances of the receivable, including trading history with the debtor and period overdue to determine
the need for and amount of any provision to cover expected future losses. Uncollectable amounts are
written off to the Income Statement when identified.

FINANCIAL LIABILITIES

Financial liabilities are obligations to pay cash or other financial assets and are recognised when the
Group becomes a party to the contractual provisions of the instrument. The Group's financial liabilities
comprise trade payables, other payables, other loans and bank borrowings. All financial liabilities are
measured at fair value plus transaction costs on initial recognition and subsequently are measured at
amortised cost. Contingent consideration assumed in a business combination is measured initially at fair
value through profit and loss in the income statement at the acquisition date and any contingent liability is
classified as a liability within the balance sheet.
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REVENUE RECOGNITION

In accordance with IFRS 15 ‘Revenues from Contracts with Customers’, revenue is measured by
reference to the fair value of consideration received or receivable by the Group, excluding value added
tax (or similar local sales tax), in exchange for transferring the promised goods or services to the
customer. The consideration is allocated to each separate performance obligation that is identified in a
sales contract, based on stand-alone selling prices. Sales of instruments and spare parts, and sales of
services, such as non-specialised installation or maintenance work, are assessed to be separate
performance obligations.

Revenue is recognised when (or as) the Group satisfies the identified performance obligation. For sales
of instruments and spare parts, the performance obligation is satisfied at a point in time; for revenue from
services, the performance obligation is satisfied over time. As the period of time between payment and
performance is less than one year, the Group does not adjust revenue for the effects of financing.

Revenue from sales of instruments and spare parts is recognised at the point at which the customer
obtains control of the asset. This is usually when the customer receives the goods or when goods are
collected by the customer. Revenue from installations is recognised at the point which the installation is
completed. For large, complex instruments which require highly specialised installation, revenue from
both the instrument and installation is recognised at the point which installation is completed.

Revenue from maintenance work relates to service visits carried out on equipment provided to customers
whereby the performance obligation is to carry out service visits over a period of time. It is a separate,
distinct, individually identified performance obligation and is recognised straight-line over the length of the
service contract being provided as this reflects the inputs and efforts (service employees) which are
expended evenly throughout the performance period (length of the contract).

LEASED ASSETS

The Group makes the use of leasing arrangements principally for the provision of the main warehouse
and related facilities, office space, IT equipment and motor vehicles. The rental contracts for offices are
typically negotiated for terms of between 5§ and 20 years and some of these have extension terms. Lease
terms for office fixtures and equipment and motor vehicles have lease terms of between 6 months and 5
years without any extension terms. The Group does not enter into sale and leaseback arrangements. All
the leases are negotiated on an individual basis and contain a wide variety of different terms and
conditions such as purchase options and escalation clauses.

The Group assesses whether a contract is or contains a lease at inception of the contract. A lease
conveys the right to direct the use and obtain substantially all of the economic benefits of an identified
asset for a period of time in exchange for consideration.

Measurement and recognition of leases as a lessee

At lease commencement date, the Group recognises a right-of-use asset and a lease liability in its
consolidated statement of financial position. The right-of-use asset is measured at cost, which is made up
of the initial measurement of the lease liability, any initial direct costs incurred by the Group, an estimate
of any costs to dismantle and remove the asset at the end of the lease, and any lease payments made in
advance of the lease commencement date (net of any incentives received).

The Group depreciates the right-of-use asset on a straight-line basis from the lease commencement date
to the earlier of the end of the useful life of the right-of-use asset or the end of the lease term. The Group
also assesses the right-of-use asset for impairment when such indicators exist.

At the commencement date, the Group measures the lease liability at the present value of the lease
payments unpaid at that date, discounted using the Group's incremental borrowing rate because as the
lease contracts are negotiated with third parties it is not possible to determine the interest rate that is
implicit in the lease.
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The incremental borrowing rate is the estimated rate that the Group would have to pay to borrow the
same amount over a similar term, and with similar security to obtain an asset of equivalent value. This
rate is adjusted should the lessee entity have a different risk profile to that of the Group.

Lease payments included in the measurement of the lease liability are made up of fixed payments
(including in substance fixed), variable payments based on an index or rate, amounts expected to be
payable under a residual value guarantee and payments arising from options reasonably certain to be
exercised.

Subsequent to initial measurement, the liability will be reduced by lease payments that are allocated
between repayments of principal and finance costs. The finance cost is the amount that produces a
constant periodic rate of interest on the remaining balance of the lease liability.

The lease liability is reassessed when there is a change in the lease payments. Changes in lease
payments arising from a change in the lease term or a change in the assessment of an option to
purchase a leased asset. The revised lease payments are discounted using the Group’s incremental
borrowing rate at the date of reassessment when the rate implicit in the lease cannot be readily
determined. The amount of the remeasurement of the lease liability is reflected as an adjustment to the
carrying amount of the right-of-use asset. The exception being when the carrying amount of the right-of-
use asset has been reduced to zero then any excess is recognised in profit or loss.

To respond to business needs particularly in the demand for office space, the Group will enter into
negotiations with landlords to either increase or decrease available office space or to renegotiate
amounts payable under the respective leases. In some instances, the Group is able to increase office
capacity by taking additional floors available and therefore agrees with the landlord to pay an amount that
is commensurate with the stand-alone pricing adjusted to reflect the particular contract terms. In these
situations, the contractual agreement is treated as a new lease and accounted for accordingly.

In other instances, the Group is able to negotiate a change to a lease such as reducing the amount of
office space taken, reducing the lease term or by reducing the total amount payable under the lease. Both
of which were not part of the original terms and conditions of the lease. In these situations, the Group
does not account for the changes as though there is a new lease. Instead, the revised contractual
payments are discounted using a revised discount rate at the date the parties agree to the modification.
For the reasons explained above, the discount rate used is the Group's incremental borrowing rate
determined at the modification date, as the rate implicit in the lease is not readily determinable.

The remeasurement of the lease liability is dealt with by a reduction in the carrying amount of the right-of-
use asset to reflect the full or partial termination of the lease for lease modifications that reduce the scope
of the lease. Any gain or loss relating to the partial or full termination of the lease is recognised in profit or
loss. The right-of-use asset is adjusted for all other lease modifications.

TAXATION

Income tax expense comprises current and deferred tax.

The tax currently payable is based on the taxable profit for the year. Current tax is recognised in profit or
loss, except that current tax relating to items recognised in other comprehensive income is recognised in
other comprehensive income and current tax relating to items recognised directly in equity is recognised
in equity. Taxable profit differs from profit as reported in the income statement because it excludes items
of income or expense that are taxable or deductible in other years and it further excludes items that are
never taxable or deductible.

Deferred tax is recognised on differences between the carrying amounts of assets and liabilities in the
financial statements and the corresponding tax bases used in the computation of taxable profit It is
accounted for using the balance sheet liability method. However, deferred tax is not provided on the initial
recognition of goodwill, or on the initial recognition of an asset or liability unless the related transaction is
a business combination or affects tax or accounting profit.
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Deferred tax on temporary differences associated with investments in subsidiaries is not provided if
reversal of these temporary differences can be controlled by the Group or it is probable that reversal will
not occur in the foreseeable future. Deferred tax liabilities are recognised for all taxable temporary
differences and deferred tax assets are recognised to the extent that it is probable that taxable profits will
be available against which the temporary difference can be utilised.

The carrying value of deferred tax asset is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow part or all of the
assets to be recovered. :

Deferred tax is calculated using tax rates that are enacted or substantively enacted at the balance sheet
date. Deferred tax is charged or credited to the income statement, except when it relates to items charged
or credited directly to equity, in which case the deferred tax is also dealt with in equity. Deferred tax
relating to items recognised in other comprehensive income is recognised in other comprehensive
income.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax
assets against current tax liabilities and when they relate to income taxes levied by the same taxation
authority and the Group intends to settle its current tax assets and liabilities on a net basis.

SEGMENT REPORTING

The Group identifies operating segments based on internal management reporting that is regularly
reviewed by the chief operating decision maker. The chief operating decision maker is the Executive
Board of directors.

PROVISIONS

Provisions are recognised when present obligations as a result of a past event will probably lead to an
outflow of economic resources from the Group and the amounts can be estimated reliably.

A provision for warranties is recognised when the underlying products are sold. The provision is based on
historical warranty data and a weighting of possible outcomes against their associated probabilities.

SHARE BASED PAYMENTS

SDI Group plc regularly issues share options to employees. The fair value of the award granted is
recognised as an employee expense within the Income Statement with a corresponding increase in
equity. The fair value is measured at the grant date and allocated over the vesting period based on the
best available estimate of the number of share options expected to vest. Estimates are subsequently
revised if there is any indication that the number of share options expected to vest differs from previous
estimates.

The fair value of the grants is measured using the Black-Scholes model or a Monte Carlo simulation as
appropriate, taking into account the terms and conditions upon which the grants were made.
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4 ALTERNATIVE PERFORMANCE MEASURES

The Group uses Adjusted Operating Profit, Adjusted Profit Before Tax, Adjusted Diluted EPS and Net
Operating Assets as supplemental measures of the Group’s profitability and investment in business-
related assets, in addition to measures defined under IFRS. The Group considers these useful due to the
exclusion of specific items that are considered to hinder comparison of underlying profitability and
investments of the Group’'s segments and businesses and is aware that shareholders use these
measures to evaluate performance over time. The adjusting items for the alternative measures of profit
are either recurring but non-cash charges (share-based payments and amortlsatlon of acquired intangible
assets) or exceptional items (reorganisation costs and acquisition costs). ‘

The following table is included to define the term Adjusted Operating Profit:

2022 2021
£'000 £'000
Operating Profit (as reported) 10,179 5,931
Adjusting items (all costs):
Non-underlying items
Share based payments _ 313 305
Amaortisation of acquired intangible assets R 1,115 1,163
Exceptional items '
Reorganisation costs 125 132
Acquisition costs "341 179
_ Total adjusting items ) 1,894 1,769
' Adjusted 'Operating Profit ' ' 12,07|3‘ 7,700
Adjusted Profit Before Tax is defined as follows:
2022 2021
£000 £000
Profit before tax (as reported) _ 9,884 5,644
Adjusting items (all costs):
Non-underlying items -
Share based payments . X 313 305
Amortisation of acquired intangible assets , 1,115 1,153
Exceptional items
Reorganisation costs 125 132
Acquisition costs 341 179
Total adjusting items 1,894 1,769
Adjusted Profit Before Tax ' v © 11,778 7,413
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Adjusted EPS is defined as follows: -

2022 2021

£'000 £'000
Profit for the year _ 7,543 4,708
Adjusting items (all costs):
Non-underlying items
Share based payments : 313 305
Amortisation of acquired intangible assets 1,115 1,163
Exceptional items
Reorganisation costs 125 132
Acquisition costs 341 179
Total adjusting items 1,894 ) 1,769
Less taxation on adjusting items calculated at the UK statutory rate (360) (336)
Adjusted profit for the year 9,077 6,141
Divided by diluted weighted average number of shares in issue 104,259,085 102,799,084
(note 23)
Adjusted Diluted EPS 8.71p 5.97p
The following table is included to define the term Net Operating Assets:

2022 - 2021

£000 £000
Net assets 35,792 26,774
Deferred tax asset _ 1,586 1,697
Corporation tax asset 137 17
Cash and cash equivalents 5,106 ' 3,836
Borrowings and lease liabilities (current and non-current) (11,435) (5,644)
Deferred & contingent consideration (3,305) (2,350)
Deferred tax liability (4,417) (2,479)
Current tax payable (1,027) (750)
Total adjusting items within Net assets (13,355) (5,673)
Net Operating Assets 49,147 32,447

SDI Annual Report 2022 Page 63



DocuSign Envelope ID: C1DAFC1E-78E2-47A3-8026-ADSEE6C8EDS7

SDI GROUP PLC

Notes to the consolidated financial statements
For the year ended 30 April 2022

SEGMENT ANALYSIS

The Digital Imaging segment incorporates the Synoptics brands Syngene, Synbiosis, Synoptics Health
and Fistreem, the Atik brands Atik Cameras, Opus and Quantum Scientific Imaging, and Graticules
Optics. These businesses share significant characteristics including customer application, technology,
and production location. Revenues derive from the sale of instruments, components for OEM customers’
instruments, from accessories and service and from licence income.

The Sensors & Control segment combines our Sentek, Astles Control Systems, Applied Thermal Control,
Thermal Exchange, MPB Industries, Chell Instruments, Monmouth Scientific, Uniform Engineering,
Scientific Vacuum Systems and Safelab Systems businesses. All of these businesses provide products
that enable accurate control of scientific and industrial equipment. Their revenues also derive from the
sale of instruments, major components for OEM customers’ instruments, and from accessories and
service.

The Board of Directors reviews operational resuits of these segments on a monthly basis and decides on
resource allocations to the segments and is considered the Group’s chief operational decision maker.

2022 . 2021
Total Total
£000 £000
Revenues »
Digital Imaging 21,492 15,788
Sensors & Control 28,164 19,288
Group ' 49,656 35,076
Adjusted Operating Profit
Digital Imaging ' 8,502 5,165
Sensors & Control 5,188 4,360
Other (1,617) (1,825)
Group ' 12,073 7,700
Amortisation of acquired intangible assets
Digital Imaging (175) (175)
Sensors & Control (940) (978)
Group (1,115) (1,153)

Adjusted Operating Profit has been defined in note 4.

Analysis of amortisation of acquired intangible assets has been included separately as the Group
considers it to be an important component of profit which is directly attributable to the reported segments.

The Other category includes costs which cannot be allocated to the other segments and consists
principally of Group head office costs.
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2022 2021
Total Total
£000 £'000
Operating assets excluding acquired intangible assets
Digital Imaging 7,501 7,895
Sensors & Control 19,045 9,683
Other 247 131
Group 26,793 17,709
Acquired intangible assets
Digital Imaging 5,019 5,195
Sensors & Control 30,282 20,251
Group 35,301 25,446
Operating Liabilities
Digital Imaging (4,905) (5,439)
Sensors & Contro! (7,075) (4,204)
Other ' (968) (1,064)
Group (12,948) (10,707)
Net operating assets
Digital Imaging 7,616 7,650
Sensors & Control 42,251 25,731
Other (720) (934)
Group 49,147 32,447
Depreciation
Digital Imaging 474 461
Sensors & Control 717 505
Other 7 7
Group 1,198 973

Net Operating Assets has been defined in note 4.

The geographical analysis of revenue by destination, analysis of revenue by product or service, and non-

current assets by location are set out below:

Revenue by destination of external customer 2022 2021
£'000 £'000
United Kingdom (country of domicile) 21,330 15,343
Europe . 7,381 5,137
America 4,226 3,365
China 10,798 6,854
Asia (excluding China) 4,652 3,088
Rest of World 1,269 1,289
49,656 35,076

SDI Annual Report 2022 Page 65



DocuSign Envelope ID: C1DAFC1E-78E2-47A3-8026-ADSEE6C8ED87

SDI GROUP PLC

Notes to the consolidated financial statements
For the year ended 30 April 2022

Revenue by product or service:

Instruments and spare parts
Services

21.7% of Group revenue (2021: 16%) was from a single customer during the year.

Analysis of revenue by performance obligation:

Sale of goods, recognised at a point in time
Sale of services, recognised over time

Sale of goods, recognised over time

Non-current assets by location

United Kingdom
Portugal

America

PROFIT BEFORE TAXATION

Profit for the year has been arrived at after charging:

Amortisation of intangible assets
Depreciation charge for the year - Right-of-use assets
Depreciation charge for the year - Other assets .
Fees payable to the Company's Auditor in respect of audit services:
- Audit of Group consolidated accounts
- Audit of Company's subsidiaries pursuant to legislation
- Audit of overseas subsidiaries
Fees paid to the auditor and its associates in respect of other
services:
- Audit related assurance services
Currency exchange loss
Reorganisation costs
Acquisition costs

SDI Annual Report 2022

2022 2021
£000 £000
48,253 34,640
1.403 436
49,656 35,076
2022 2021
£000 £1000
47,531 34,193
1.403 436
722 447
49,656 35,076
2022 2021
£°000 £000.
46,721 20824
586 396
107 148
47414 - 30368
2022 2021
£000 . £000
1,576 1,589
549 528
649 445
30 20
265 165
15 ;
12 12
(18) 72
125 132
341 179
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7 DIRECTORS’ AND EMPLOYEES’ REMUNERATION

Staff costs during the year were as follows:

2022 2021
£'000 £'000
Wages and salaries (including reorganisation costs and other termination
benefits £2k (2021: £36k)) 11,773 9,324
Furlough income - (273)
Social security costs 1,165 989
Share based payment charge 313 305
Employer’s National Insurance costs on share-based remuneration 165 578
Other pension costs 488 365
13,904 11,288

Key management for the Group is considered to be the directors of the Group. Remuneration of directors

is set out in the directors’ remuneration report on pages 29 - 30.

Total emoluments of £338k (2021: £283k) were paid to the highest paid director during the year.

Pensions

The Group operates defined contributions pension schemes for the benefit of the employees. The assets
of the schemes are administered by trustees in funds independent from those of the Group. Total
contributions for the Group were £488k (2021: £365k). At 30 April 2022, total pension liabilities of £101k

(2021: £76k) were owing.

The average number of employees of the Group during the year was:

2022 2021

Number Number

Administration 79 68

Production 193 142

Product development 53 39

Sales and marketing : 29 23
354

272

Share based employee remuneration

The company has two active EMI option schemes, “approved” and “unapproved”, which share similar

features, but may be treated differently regarding taxation of the option holder. Both schemes

have been

approved by shareholders in general meetings. The approved scheme has been approved by HM
Revenue & Customs. The options can be exercised three years after the share options are granted. Upon
vesting, each option allows the holder to purchase one ordinary share. The options lapse if share options

remain unexercised after a period of 10 years after the date of grant or if the employee leaves.

During the

year, 791,000 of such options were granted under these schemes, at exercise prices ranging from £1.650
to £1.740. The weighted average remaining contractual life of all outstanding options under these

schemes is 6.35 years.

In addition, in December 2018, a Long-Term Incentive Plan (LTIP) was approved by the Board of

directors. Under the terms of the grant, a proportion of the options will vest after three years,

depending

on a) the ranking of Total Sharehoider Return (TSR) to Group shareholders compared with a basket of
twenty comparator companies, and b) the eamings per share growth for the Group over the three-year

period. The exercise price for these options is 1p each, being the nominal value of SDI shares.
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DIRECTORS’ AND EMPLOYEES’ REMUNERATION (CONTINUED)

A summary of options outstanding currently is as follows:

Scheme Options Granted Lapsed Exercised Options of which Weighted
outstanding outstanding | exercisable | .average
as at 1 May as at 30 exercise

2021 April 2022 price

EM|, Approved 3,240,339 - | (100,000) | (1,284,667) | 1,855,672 | 1,500,672 £0.808

EMI, Unapproved 1,620,600 | 791,000 - | (1,000,000) | 1,411,600 260,600 £0.834

LTIP 1,847,630 | 136,700 -1 (1,389,129) 595,201 - £0.010

Total 6,708,569 | 927,700 | (100,000) | (3,673,796) | 3,862,473 | 1,761,272 £0.695

In accordance with IFRS 2, share based compensation expense is calculated on the issue of share
options. For options under the LTIP scheme vesting based on TSR, a Monte Carlo simulation performed
is used to value the compensation expense. For the other options issued during the year, the

compensation expense was valued using the Black Scholes model, with the following inputs:
- interest rate 0%
- volatility 43% - 48%
- expected life of option 3 years.

The charge for the year ended 30 April 2022 was £313k (2021: £305k).

FINANCE COSTS

2022 2021

£000 £'000

Bank loans 210 204
Leases and hire purchase contracts 85 83
295 287
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9 ' TAXATION .

2022 2021
£000 £000
Corporation tax: .
Prior year corporation tax adjustment 38 -
Current tax charge 1,141 1,220
1,179 1,220
Deferred tax 1,162 (284)
Income tax charge 2,341 936
Reconciliation of effective tax rate
2022 - 2021
£000 £000
Profit on ordinary activities before tax 9,884 5,644
Profit on ordinary activities multiplied by standard rate of
Corporation tax in the UK of 19% (2021: 19%) 1,878 1,072
Effects of: ,
Expenses not deductible for tax purposes 61 30
Additional deduction for R&D expenditure (219) (162)
Prior year tax adjustments 38 (18)
Foreign tax rate 54 -
Remeasurement of unused tax losses in year at future tax rate (164) -
Update deferred tax liabilities and assets to enacted future tax rate
of 25% (2021:19%) 728 -
Other (35) . 14
2,341 936

The Group takes advantage of the enhanced tax deductions for Research and Development expenditure
in the UK and expects to continue to be able to do so.

The UK Finance Act 2021 which was substantively enacted on 24 May 2021 included provisions to

increase the corporation tax rate to 25% effective from 1 April 2023 and this rate has been applied when
calculating the deferred tax at the year end.
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INTANGIBLE ASSETS

The amounts recognised in the balance sheet relate to the follb,wing:

Customer Other Development
relationships intangibles Goodwill costs Total
£'000 £'000 £'000 £'000 £'000

Cost
As at 1 May 2021 12,468 1,694 13,973 2,860 30,995
Additions - - - 415 415
Additions on acquisition 4,139 716 6,134 - 10,989
Disposals/Eliminations - - - (407) (407)
As at 30 April 2022 16,607 2,410 20,107 2,868 41,992
Amortisation
As at 1 May 2021 2,095 790 - 1,873 4,758
Amortisation for the year 913 214 - 449 1,576
Disposals/Eliminations - - (377) (377)
At 30 April 2022 3,008 1,004 - 1,945 5,957
Net book value
As at 30 April 2022 13,599 1,406 20,107 923 36,035
As at 30 April 2021 10,373 904 13,873 987 26,237

Capitalised development costs include amounts totalling £31k (2021: £429k) relating to incomplete
projects for which amortisation has not yet begun.

Goodwill relates to various acquisitions and has been allocated to each cash generating unit as
appropriate. The cash generating units used to test impairment are generally the individual acquired
businesses, or, where these have been operationally merged with others, the resulting merged
businesses. Goodwill is not amortised but tested for impairment annually with the recoverable amount
being determined from value in use calculations. Goodwill has been allocated for impairment testing to

each Cash Generating Unit (CGU), as follows:

Synoptics

Atik

Graticules

Sentek

Astles Control Systems

Applied Thermal Control

MPB Industries

Chell Instruments

Monmouth Scientific incorporating Uniform
Engineering and Moorfield Technology
Scientific Vacuum Systems

Safelab Systems

2022 2021
£'000 £'000
453 453
1,229 1,229
1,278 1,278
1,282 1,282
2,503 2,503
1,028 1,028
630 630
2,492 2,492
3,207 3,077
2,444 -
3,561 -
20,107 13,973

The individual impairment assessments for the cash generating units were based on value-in-use
calculations covering a five-year forecast followed by an extrapolation of expected cash flows to

perpetuity using a long-term growth rate of 2%.
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INTANGIBLE ASSETS (CONTINUED)

A risk-adjusted, pre-tax discount rate of 13.6% (2021: 13.7%) which was judged to be appropriate for
each of the CGUs given that they operate in similar markets and the risk profiles are similar.
Management's key assumption for all cash generating units and resulting cash flows is to maintain market
share in their markets.

The Directors have concluded that Goodwill is not impaired for any of the cash generating units. They
have further considered the sensitivity of the key assumptions which were most sensitive to changes,
including reduced growth rates and operating margins, and increased discount rates. The Growth rates
are based on economic data for the wider economy and represent a prudent expectation of growth.

Management has performed a sensitivity analysis for the Monmouth Scientific CGU for which with the base
assumptions there is a 13% headroom of value in use above carrying cost of the CGU, and for which
reasonably possible, but not probable, changes in the key assumptions could give rise to an impairment.

if any one of the following occurred, the headroom would disappear:

- discount rate increased to from 13.6% to 15.1%

- sales volume reduced by 3.5%, with no action on costs

- operating margins reduced by 1.8%

The average remaining amortisation period of intangible assets excluding Goodwill is 10.1 years (2021:
7.8 years).
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1 PROPERTY, PLANT AND EQUIPMENT

Tools and "Furniture Building and
Motor Computer other fixtures leasehold
vehicles ip t equipment & fittings improvement Total
£000 £000 £°000 £000 £000 £'000
Cost
At 30 April 2021 394 326 1,621 326 416 2,983
Additions 70 63 797 140 356 1,426
Additions on acquisition 168 26 8 69 1,418 1,689
FX movement - - 10 - - 10
Disposals (66) (13) (300) (60) (58) (497)
At 30 April 2022 566 402 2,036 475 2,132 5,611
Depreciation
At 30 April 2021 31 145 838 104 132 1,250
Charge for year 105 33 338 123 49 648
Disposals (44) (13) - (205) (57) (42) (361)
At 30 April 2022 92 165 971 170 139 1,537
Net book value . -
At 30 April 2022 474 237 1,065 305 1,993 4,074
At 30 April 2021 363 181 683 222 284 1,733
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RIGHT-OF-USE LEASED ASSETS
1]
Motor
vehicles Property Total
£000 £000 £'000

Cost
At 30 April 2021 109 3,222 3,331
Additions 42 5,550 5,592
Additions on acquisition - 73 73
FX movement - 8 8
Disposals (9) (558) (567)
At 30 April 2022 142 8,295 8,437
Depreciation
At 30 April 2021 - 34 899 933
Charge for year 48 501 549
Disposals (9) (341) (350)
At 30 April 2022 73 1,059 1,132
Net book value
At 30 April 2022 69 7,236 7,305
At 30 April 2021 75 2,323 2,398
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LEASES

Lease liabilities are presented in the balance sheet as follows:

2022 2021

£'000 . £000
Current ’ 780 509
Non-current 6,656 2,050
. 7.436 2,559

The Group has leases for the main factory buildings and offices, and for some vehicles and equipment.
With the exception of short-term leases and leases of low-value underlying assets, each lease is reflected
on the balance sheet as a right-of-use asset and a lease liability. Variable lease payments which do not
depend on an index or a rate are excluded from the initial measurement of the lease liability and asset.
The Group classifies its right-of-use assets in a consistent manner to its property, plant and equipment
(see note 12).

Each lease generally imposes a restriction that, unless there is a contractual right for the Group to sublet
the asset to another party, the right-of-use asset can only be used by the Group. Leases are either non-
cancellable or may only be cancelled by incurring a substantial termination fee. For leases over office
buildings and factory premises the Group must keep those properties in a good state of repair and return
the properties in their original condition at the end of the lease. Furthermore, the Group must insure items
of plant and machinery and incur maintenance fees on such items in accordance with the lease contracts.

The lease liabilities are secured by the related underlying assets. Total contractual undiscounted lease
liabilities at 30 April 2022 were as follows:

2022 2021

£'000 £'000
Within one year 933 492
Within two to five years 3,027 1,182
After five years 5,021 1,109
Total undiscounted lease liabilities 8,981 2,783

During the previous year, the Group was committed to a long-term lease of the new custom-built factory
building at Monmouth Scientific and the total commitment at that date was £4.6m. The building was
occupied during the current year and the liabilities and assets were recognised in line with this.

Lease payments not recognised as a liability

The Group has elected not to recognise a lease liability for short termm leases (leases with an expected
term of 12 months or less) or for leases of low value assets. Payments made under such leases are
expensed on a straight-line basis. In addition, certain variable lease payments are not permitted to be
recognised as lease liabilities and are expensed as incurred.
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DEFERRED TAX
2022 2021
Deferred Deferred  Deferred Deferred
tax asset tax liability tax asset tax liability
£000 £'000 £000 £000

Opening 1,697 (2,479) 2486 (2,134)
Capitalised R& D - (55) - 41
Deferred tax on share options (1,260) - 1,249 -
Adjustment on enacted tax rate 508 (793) - -
Acquired deferred tax assets/liabilities - - - (90)
Intangibles recognised on business
combinations - (1,244) - (544)
Amortisation acquired intangible assets - 276 - 217
Foreign exchange 3 - - -
Trading losses recognised 698
Adjustment to prior year 16 (31) 54 37
Other temporary differences _(76) (91) 148 (6)
At 30 April 2022 1,586 (4,417) 1,697 (2,479)
Deferred tax on capitalised R&D - (236) - (138)
Other temporary differences 183 (412) 200 (203)
Deferred tax on acquired intangible
assets . (3,769) - (2,138)
Deferred tax on share option exercises 678 - 1,468 -
Trading losses recognised 725 - 29 -
At 30 April 2022 1,586 (4417) 1,697 (2.479)

Deferred tax assets are recognised for tax losses available for carrying forward to the extent that the
realisation of the related tax benefit through future taxable profits is probable. The Group did not
recognise deferred tax assets of £260k (2021: £198k) in respect of losses. These losses are all pre-1
April 2017 and therefore cannot be offset against trading profits of the same trade post 1 April 2017. Total
losses (provided and unprovided) totalled £1.3m (2021: £1.5m).

The Group benefits from tax deductions related to actual gains made by employees on exercise of share
options, which are different, in both magnitude and timing, from the share-based payments expense
recorded in the Group’s Income Statement (for which no tax deduction is received). A deferred tax asset
is recorded for the tax deductions expected to result from future share option exercises, based on the
calculated earned gains inherent in share options outstanding at period end, at the current enacted tax
rate. To the extent that the deductible employee gains exceed the recorded share-based payments, the
excess of the associated current or deferred tax is recognised directly in equity. Tax deductions totalling
£357k (2021: £1,438k) have been recognised directly in equity.
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15 INVENTORIES

2022 2021

£000 £'000

Raw materials and consumables 5,000 4,086
Work in progress 993 750
Finished goods 1,280 1,223
. : 7,273 6,059

There is no material difference between the replacement cost of inventory and the amounts stated above.

In the year ended 30 April 2022 a total of £17,998k (2021: £12,206k) of inventories were consumed and
charged to the Income Statement as an expense.

16 TRADE AND OTHER RECEIVABLES

2022 2021

£'000 £000

Trade receivables 6,213 6,182
Corporation tax 137 17
Other receivables _ , 249 17
Prepayments 945 373
) 7,544 6,743

All amounts are short-term. All of the receivables have been reviewed for potential credit Iosses and
Expected Credit Loss has been estimated.

A reconciliation of the movement in the Expected Credit Loss provision for trade receivables is as follows:

2022 2021
_ £000 £'000
As at 1 May 2021 : - , . 185 .. 165
Chargedinyear . . . . o T (38) 30
As at 30 April 2022 | , 156 195'

G

in addmon some of the unlmpalred trade recelvables are past due at the reportlng date. There are no
indications that financial assets past due but not lmpanred are irrecoverable.

The*Directors consideér-that the carrymg amount of trade and other receivables approximates to thelr fair
value. .

17 CASH.AND CASH EQUIVALENTS
- 2022 - 2021

£°000 £'000
Cash at bank and in hand 5,106 _3.836
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18 TRADE AND OTHER PAYABLES

2022 2021

£000 £000

Trade payables 3,391 3,347

- Social security and other taxes 998 751
Deferred and contingent consideration 3,405 2,350
Other payables - . 481 705
Accruals and deferred income 7,814 5,673
16,089 12,826

Accruals and deferred income includes an amount of £5,533k (2021: £3,875k) in respect of contract
liabilities for revenues relating to performance obligations expected to be satisfied within the next 12
months. The contract liabilities balance has increased during the year principally due to contract liabilities
of acquired subsidiaries. All the prior year contract liabilities of £3,875k were recognised as revenue
during the current year. '

At the end of the year, contingent consideration of £961k was outstanding in relation to the acquisition of
Scientific Vacuum Systems Limited, and still remains outstanding. Deferred consideration of £2,344k was
outstanding in relation to the acquisition of Safelab Systems Limited, which has since been paid to the
sellers.

All amounts are short-term. The carrying values are considered to be a reasonable approximation of fair
value. : .

19  PROVISIONS

Dilapidations Warranties
2022 2021 2022 2021
£000 £000 £000 £'000
As at 1 May 2021 110 - 120 85
. (Released)/charged in the year (22) 110 (45) 35
As at 30 April 2022 88 110 75 120

Total

2022 2021
£'000 £000
As at 1 May 2021 230 85
(Released)/charged in the year (net) (67) 145
As at 30 April 2022 163 230

Warranties of between one and three years are given with the sales of products. There are potential costs
associated with the repair of goods under these warranties which could occur at any time over the next
three years of which the level of costs is uncertain. The warranty provision is based on the historical cost
of warranty repairs over the last three years, and it is expected that the majority of this expenditure will be
incurred in the next financial year. During the year the Group acquired Scientific Vacuum Systems Limited
and as part of these acquisition, dilapidations of £30k have been provided for.
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BORROWINGS

Borrowings are repayable as follows:

Within one year
Bank finance
Finance lease liabilities

After one and within five years
Bank finance
Finance lease liabilities

Total borrowings

2022 2021
£'000 £000
- 1,371

779 509
779 1,880
4,000 1,714
6,656 2,050
10,656 3,764
11,435 5,644

Bank finance relates to amounts drawn down under the Group's bank facility with HSBC Bank plc, which
is secured against all assets of the Group. Until 01 November 2021, the facility consisted of a revolving
facility of £6.0m and an amortising facility which reduced in quarterly instalments from £4.8m when it was
taken out in November 2019 to zero by November 2024, when the agreement was due to expire. On Q1
November 2021 the Group renewed and expanded its committed loan facility with HSBC to £20m, with a
further accordion option of an additional £10m (at the discretion of HSBC), and with repayment date of
November 2024 extendable for two further years. The revolving facility is available for general use. The
facility has covenants relating to leverage (net debt to EBITDA) and interest coverage.

RECONCILIATION OF LIABILITIES ARISING FROM FINANCING ACTIVITIES

The changes in the Group's liabilities arising from financing activities can be classified as follows:

Long term Short term
borrowing borrowing Leases Total
£'000 £'000 £000 £000
At 30 April 2021 1,714 1,371 2,559 5,644
Movements:
- New loans 9,000 - 4,836 13,836
- Repayments (6,714) (1,371) (35) (8,120)
- Assumed on acquisition - - 75 75
At 30 April 2022 4,000 - 7,435 11,435
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SHARE CAPITAL

Authorised

1,000,000,000 (2021: 1,000,000,000) Ordinary shares of 1p each

Allotted, called up and fully paid 102,199,676
(2021: 98,408,164) Ordinary shares of 1p each

2021

£'000 £000
10,000 10,000
1,022 984

During the year 3,791,512 Ordinary shares of 1p were issued due to the exercise of options and 117,716
Ordinary shares of 1p were issued to part fund the acquisition made during the year. The 3,673,796
options had an exercise price ranging from £0.110 to £1.699. The Group received £651k cash as well as
offsetting £200k against the acquisition of Safelab Systems Limited. The £851k consideration received

was allocated £38k to share capital and £813k to share premium.

EARNINGS PER SHARE

The calculation of the basic earnings per share is based on the profits attributable to the shareholders of
SDI Group plc divided by the weighted average number of shares in issue during the period. All profit per

share calculations relate to continuing operations of the Group.

Profit Weighted Eamings
attributable to average per share
shareholders number of amount In
£:000 shares pence
Basic earnings per share: . A
Year ended 30 April 2022 7,543 100,122,394 7.53
Year ended 30 April 2021 4,708 97,852,313 4.81
Dilutive effect of share options:
Year ended 30 April 2022 4,136,692
Year ended 30 April 2021 4,946,771
Diluted earnings per share: ]
Year ended 30 April 2022 7,543 104,259,085 7.23
Year ended 30 April 2021 4,708 102,799,084 458

At the year end, there were 791,000 (2021: nil) share options which were anti-dilutive but may be dilutive

in the future.

CONTINGENT LIABILITIES

Contingent liabilities

Performance guarantees totalling £32k (2021: £32k) are held by the bank. These would become payable
by the Group if, once the customer has placed an order, the Group fails to deliver goods to the customer.
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SDI GROUP PLC

Notes to the consolidated financial statements
For the year ended 30 April 2022

RELATED PARTY TRANSACTIONS AND CONTROLLING RELATED PARTY

Transactions with directors are disclosed within the Directors’ Remuneration Report and note 7.
The Company is not required to disclose transactions with its wholly owned subsidiaries.

Unless otherwise stated, none of the transactions incorporated in these financial statements include any
special terms or conditions. There is no ultimate controlling party.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
Financial instruments

The Group uses various financial instruments, including loans and leasing arrangements, and has certain
assets and liabilities which are denominated in foreign currencies. The main purpose of the financial
instruments is to raise finance for the Group's operations. The existence of these financial instruments
and other financial assets and liabilities exposes the Group to a number of financial risks, primarily
interest rate risk and currency risk.

Interest rate risk

The Group finances its operations through a mixture of retained profits, short-term and long-term bank
borrowings, and shareholders' equity. The Group has an exposure to interest rate fluctuations on its
borrowings which are generally finked to SONIA. An increase in SONIA of 1% would result in an increase
in interest costs of approximately £40k (2021: £31k) annually, based on the loan outstanding at 30 April
2022.

Currency risk

A significant proportion of the Group’s monetary assets (principally bank balances and trade receivables)
and liabilities (principally borrowings) are denoted in Dollars and Euros but held in entities with Stering as
the functional currency. An adverse movement in exchange rates could lead to losses on these positions.
As at 30 April 2022 an adverse movement in the dollar of 5% would result in a reduction in the Group’s
equity and profit or loss of £49k (2021: £62k). An adverse movement in the Euro of 5% would resulit in a
reduction in the Group's equity and profit or loss of £115k (2021: £64k).

The carrying amount of the Group’s Dollar and Euro-denominated monetary assets with a differing
functional currency at the reporting date is as follows:

Assets
2022 2021
£000 £'000
US Doliars 1,035 1,303
Euros 2,416 1,354

In addition to this, significant proportions of the Group’s revenue, purchases and overhead costs are
transacted in foreign currencies, mainly Dollars and Euros. The Group does not attempt to hedge its
exposure using derivative instruments.
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SDI GROUP PLC

Notes to the consolidated financial statements
For the year ended 30 April 2022

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Credit risk

The Group's exposure to credit risk is limited to the carrying amount of cash deposits and trade and other
receivables recognised at the balance sheet date of £12,669k (2021: £10,757k). Risks associated with
cash deposits are limited as the banks used are reputable with quality external credit ratings.

The principal credit risks lie with trade receivables. In order to manage credit risk credit limits are set for
customers based on a combination of payment history and third-party credit references. Details of
overdue trade receivables are provided below. All of the receivables have been reviewed for potential
credit losses, and expected credit loss has been estimated, as set out in note 16. The simplified approach
has been adopted to calculate the level of expected credit loss provision in the year with a 30% allowance
applied to those debtors due between 90 days and 120 days and a 70% ailowance applied to those
debtors greater than 120 days old.

Liquidity risk

Liquidity risk is that the Group might be unable to meet its obligations and arises from trade and other
payables. The Group manages liquidity risk by maintaining adequate reserves and banking facilities and
by continuously monitoring forecasts and actual cash flows.

The Group's financial liabilities have contractual maturities as summarised below:

Current Non-current
Between 6 Between 1
Within 6 and 12 and 5§ Later than
As at 30 April 2022: months months years 5 years
£'000 £'000 £000 £'000
Trade and other payables 16,089 - - -
Borrowings 448 354 10,975 -
Current Non-current
Between 6
Within 6 and 12 Between1 Laterthan5
As at 30 April 2021: months months and 5 years years
£'000 £000 £000 £'000
Trade and other payables 12,826 - - -
Borrowings 1,192 988 4,364 -
Ageing of receivables:
2022 2021
Gross Provision Gross Provision
£000 £'000 £'000 £'000
Past due less than 1 month 3,781 - 3,698 -
Past due 1 - 3 months 2,439 (10) 1,873 (2)
Past due 3 - 6 months 295 " (298) 757 (186)
Past due 6 - 12 months 21 (15) 75 (33)
Past due greater than 12 months - - 1 (1)
6,536 (323) 6,404 (222)
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SDI GROUP PLC

Notes to the consolidated financial statements

For the year ended 30 April 2022

SUMMARY OF FINANCIAL ASSETS AND LIABILITIES BY IFRS 9 CATEGORY

The carrying amounts of the Group’s financial assets and liabilities as recognised at the balance sheet
date of the years under review may also be categorised as follows;

Financial

liabilities

Financial measured
Financial liabilities at fair value Total
assets at Non- at through Non- balance
amortised financial amortised profitand financial sheet
cost assets cost loss liabilities heading
Balance sheet headings 2022 2022 2022 2022 2022 2022
£000 £000 £'000 £000 £'000 £'000
Cash and cash equivalents 5,106 - - - - 5,106
Trade and other receivables 6,599 945 - - - 7,544
Borrowings - current - - (779) - - (779)
Borrowings - noncurrent - - (10,656) - - (10,656)

Trade and other payables -

current - - (14,130) (961) (998) (16,089)
Total 11,705 945 (25,565) (961) (998) (14,874)

Financial

liabilities

measured at
Financial Financial fair value Total
assets at Non- liabilities at through Non- balance
amortised financial amortised profit and financial sheet
cost assets cost loss liabilities heading
Balance sheet headings 2021 2021 2021 2021 2021 2021
£000 £000 £'000 £000 £000 £000
Cash and cash equivalents 3,836 - - - - 3,836
Trade and other receivables 6,370 373 - - - 6,743
Borrowings - current - - (1,880) - - (1,880)
Borrowings - noncurrent - - (3,764) - - (3,764)

Trade and other payables -

current - - (9,725) (2,350) (751) (12,826)
Total 10,206 373 (15,369) (2,350) (751) 7,891

The fair values of the financial assets and liabilities at 30 April 2022 and 30 April 2021 are not materially

different from their book values.
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SDI GROUP PLC:

Notes to the consolidated financial statements
For the year ended 30 April 2022

CAPITAL MANAGEMENT POLICIES AND PROCEDURES

The Group’s capital management objectives are:

+ to ensure the Group’s ability to continue as a going concern; and
e to provide an adequate return to shareholders; and
e to be in a position to make acquisitions (‘buy and build’ strategy)

The Group monitors capital by tracking and forecasting its Debt-to-EBITDA ratio as required by its bank
facility covenant. The Group has historically acquired companies using a combination of cash on hand,
increased borrowing, issue of shares to the sellers, and new equity share placings, taking care to retain

adequate liquidity reserves.

The Group has not paid dividends but will keep its dividend policy under review.

BUSINESS COMBINATIONS

On 5 January 2022, the Company acquired 100% of the share capital of Scientific Vacuum Systems
Limited, a company incorporated in England and Wales, for a consideration payable in cash, including an

earnout element dependent on financial performance to September 2022.

The assets and liabilities acquired were as follows:

Book Fair Value

value adjustment Fair Value

£000 £000 £'000
Assets
Non-current assets
Intangible assets - 2,228 2,228
Property, plant & equipment 38 - 38
Total non-current assets 38 2,228 2,266
Current assets
Inventories 270 27) 243
Trade and other receivables 549 - 549
Cash and cash equivalents 1,249 - 1,249
Liabilities
Trade and other payables (584) 64 (520)
Borrowings - lease commitments 4) - 4)
Corporation tax (140) - (140)
Deferred tax liability - (557) (557)
Provisions for warranty and dilapidations 9 21 (30)
Net assets acquired 1,369 1,687 3,056
Goodwill 2,444
Consideration and cost of investment 5,500
Fair value of consideration transferred
Cash paid in year 5,539
Estimate of Earnout payment 961

5,500
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SDI GROUP PLC

Notes to the consolidated financial statements
For the year ended 30 April 2022

BUSINESS COMBINATIONS (CONTINUED)

Scientific Vacuum Systems Limited contributed £1,174k revenue and approximately £363k to the Group's
profit before tax for the period between the date of acquisition and the balance sheet date, not including
£133k of acquired intangible asset amortisation.

If the acquisition of Scientific Vacuum Systems Limited had been completed on the first day of the
financial year, the additional impact on group revenues for the period would have been £1,499k and the
additional impact on group profit would have been approximately £437k, before additional £267k of
amortisation expense.

The goodwill of £2,444k arising from the acquisition relates to the assembled workforce and to expected
future profitability, synergy and growth expectations.

A third party performed a detailed review of the acquired intangible assets and recognised acquired
customer relationships and order book. The customer relationships intangible asset was valued using a
multi-period excess earnings methodology. The estimated fair value of the customer relationships
therefore reflects the present value of the projected stream of cash flows that are expected to be
generated by existing customers going forwards, net of orders on hand at the date of acquisition. Key
assumptions are the discount rate and attrition rate. Values of 16.7% and 10% were selected.

The deferred tax liability has been calculated on the amortisable intangible assets using the current
enacted statutory tax rate of 25%.

.The last financial year for Scientific Vacuum Systems Limited before the acquisition closed was to 30

September 2021. The current financial year has been shortened by five months to April 2022 to align

" with that of SDI Group pic.
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Notes to the consolidated financial statements
For the year ended 30 April 2022

BUSINESS COMBINATIONS (CONTINUED)

On 24 March 2022, the Company acquired 100% of the share capital of Safelab Systems Limited, a
company incorporated in England and Wales, for a consideration payable in cash and shares.

The assets and liabilities acquired were as follows:

Book Fair Value

value adjustment Fair Value

£000 £'000 £'000
Assets
Non-current assets
Intangible assets - 2,612 2,612
Property, plant & equipment 1,593 72 1,665
Total non-current assets 1,593 2,684 4,277
Current assets
Inventories 599 - 599
Trade and other receivables 784 - 784
Cash and cash equivalents 758 - 758
Liabilities
Trade and other payables (585) - (585)
Borrowings - lease commitments - (72) (72)
Corporation tax (128) - (128)
Deferred tax liability (34) (653) (687)
Net assets acquired 2,987 1,959 4,946
Goodwill 3,561
Consideration and cost of investment 8,507
Fair value of consideration transferred
Cash paid in year 5,920
Deferred consideration 2,387
SDI Group shares issued to sellers 200

8,507

Safelab Systems Limited contributed £522k revenue and approximately £98k to the Group’s profit before
tax for the period between the date of acquisition and the balance sheet date, not including £68k of
acquired intangible asset amortisation.

If the acquisition of Safelab Systems Limited had been completed on the first day of the financial year, the
additional impact on group revenues for the period would have been £4,730k and the additional impact on
group profit would have been approximately £713k, before additional £342k of amortisation expense.

The goodwill of £3,561k arising from the acquisition relates to the assembled workforce and to expected
future profitability, synergy and growth expectations.

Management performed a detailed review of the acquired intangible assets, and recognised acquired
customer relationships, tradename and order book. The customer relationships intangible asset was
valued using a multi-period excess earnings methodology. The estimated fair value of the customer
relationships therefore reflects the present value of the projected stream of cash flows that are expected
to be generated by existing customers going forwards, net of orders on hand at the date of acquisition.
Key assumptions are the discount rate and attrition rate. Values of 14.8% and 20% were selected.
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29 BUSINESS COMBINATIONS (CONTINUED)

A total of 117,716 shares were issued for consideration for £200k.

The deferred tax liability has been calculated on the amortisable intangible assets using the current
enacted statutory tax rate of 25%.

The last financial year for Safelab Systems Limited before the acquisition closed was to 28 February

2022. The current financial year has been extended by two months to April 2023 to align with that of SDI
Group plc.
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SDI GROUP PLC

Company Balance Sheet
As at 30 April 2022

Note 2022 2021
£'000 £000

Fixed assets
Property, plant & equipment 3 7
Investments 4 36,651 27,476
Intangible assets ‘ 5 . -
Deferred tax asset 6 1,106 1,241

37,760 28,724 .

Current assets

Debtors 7 4,613 4,315
Cash 2,431 3,184
7,044 7,499
Creditors: amounts falling due within one year 8 (9,934)  (12,507)
Net current liabilities (2,890) (5,008)
Total assets less current liabilities 34,870 23,716
Creditors: amounts falling due after more than
one year 9 &10 (4,001) (1,716)
Net assets 30,869 22,000
Capital and reserves
Called up share capital 1 1,022 984
Share premium account 9,905 9,092
Share based payment reserve 523 714
Merger relief reserve 424 424
Profit and loss account 18,995 10,786
Shareholders’ funds 30,869 22,000

The parent company has taken advantage of section 408 of the Companies Act 2006 and has not
included its own profit and loss account in these financial statements. The parent company's profit for the
financial year was £7,443k (2021: £3,597k).

The financial statements were approved and authorised for issue by the Board of Directors on 20/7/2022

Mike Creedon Jon Abell

Chief Executive Officer Chief Financial Officer

Company registration number: 06385396
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Company Statement of Changes in Equity
As at 30 April 2022

Share
Share Merger Share ~ .based - Profit
capital reserve premium payment and loss
relief reserve reserve  account Total
£000 £000 £'000 £'000 £000 £'000
As at 1 May 2021 984 424 9,092 714 10,786 22,000
Shares issued 38 . 813 - - 851
Share based payment
transfer - . - (504) 504 -
Share based payments - - - - 313 - 313
Transactions with owners 38 - 813 (191) 504 1,164
Tax in respect to share
options - - - - 262 262
Profit for the year - - - - 7443 - 7,443
Total comprehensive - - - - 7,705 - 7,705
income
At 30 April 2022 1,022 424 9,905 5§23 18,995 30,869
Merger Share Share based Profit
Share reserve premium payment and loss
capital relief reserve . .reserve account Total
£'000 £000 £'000 £000 £000 £'000
As at 1 May 2020 975 ' 424 8,748 ' 467 6,109 . 16,723
Shares issued , 9 - 344 - - 353
Share based payment
transfer - - - (58) 58 -
Share based payments - - - 305 - 305
Transactions with owners 9 : 344 247 58 658
Tax in respect to share ‘
options - - - - 1,022 1,022
Profit for the year - - - - 3,597 3,597
Total comprehensive - - - - 4,619 4,619
income
At 30 April 2021 984 424 9,092 ' ,‘ 714 10,786 22,000
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SDI GROUP PLC

Notes to the Company financial statements
For the year ended 30 April 2022

1 PRINCIPAL ACCOUNTING POLICIES
BASIS OF PREPARATION

The separate financial statements were prepared in accordance with Financial Reporting Standard 101
Reduced Disclosure Framework. The financial statements are prepared under the historical cost
convention.

DISCLOSURE EXEMPTIONS ADOPTED

In preparing these financial statements the Company has taken advantage of all disclosure exemptions
conferred by FRS 101. Therefore, these financial statements do not include:

A statement of cash flows and related notes
The requirements of IAS 24 related party disclosures to disclose related party transactions
entered between two or more members of the group as they are wholly owned within the group.

¢ Disclosure of key management personnel compensation
Capital management disclosures
Presentation of comparative reconciliation of the number of shares outstanding at the beginning
and at the end of the period

e The effect of future accounting standards not adopted

e Certain share-based payment disclosures

e Disclosures in relation to impairment of assets

e Financial instrument disclosures under IFRS 9
INVESTMENTS

SDI Group plc qualifies for merger relief under Companies Act 2006 s612 and has recorded the
investment in Synoptics Limited at the nominal value of the shares issued, less provision for impairment.
The shares issued on acquisition of Opus Instruments Limited also qualified for merger relief under
Companies Act 2006 s612 and so the premium has been classified as a merger relief reserve. All other
investments are recorded at cost, less any provision for impairment.

OTHER INTANGIBLE ASSETS

Intangible assets acquired as part of an acquisition of a business are capitalised separately from goodwill
providing the assets are separable or they arise from contractual or other legal rights and their fair value
can be measured reliably. The fair value of intangible assets in a business combination includes the value
of any tax benefit.

SHARE OPTIONS

SDI Group plc regularly issues share options to employees, including to employees of subsidiary
companies. The fair value of the employee services received in exchange for the grant of options is
recognised as an expense which is written off to the income statement over the vesting period of the
option. The amount to be expensed is determined by reference to the fair value of the options at the grant
date adjusted for the number expected to vest. The expense relating to these options is recognised in the
relevant subsidiary company income statement. The carrying value of the investment in those
subsidiaries is increased by an amount equal to the value of share-based payment charge attributable to
the option holders in the respective subsidiaries.
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Notes to the Company financial statements
For the year ended 30 April 2022

TAXATION

Deferred tax is recognised on differences between the carrying amounts of assets and liabilities in the
financial statements and the corresponding tax bases used in the computation of taxable profit It is
accounted for using the balance sheet liability method. However, deferred tax is not provided on the initial
recognition of goodwill, or on the initial recognition of an asset or liability unless the related transaction is
a business combination or affects tax or accounting profit.

Deferred tax on temporary differences associated with investments in subsidiaries is not provided if
reversal of these temporary differences can be controlled by the Group or it is probable that reversal will
not occur in the foreseeable future. Deferred tax liabilities are recognised for all taxable temporary
differences and deferred tax assets are recognised to the extent that it is probable that taxable profits will
be available against which the temporary difference can be utilised.

The carrying value of deferred tax asset is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow part or all of the
assets to be recovered.

Deferred tax is calculated using tax rates that are enacted or substantively enacted at the balance sheet
date. Deferred tax is charged or credited to the income statement, except when it relates to items charged
or credited directly to equity, in which case the deferred tax is also dealt with in equity. Deferred tax
relating to items recognised in other comprehensive income is recognised in other comprehensive
income.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax
assets against current tax liabilities and when they relate to income taxes levied by the same taxation
authority and the Group intends to settle its current tax assets and liabilities on a net basis.

FINANCIAL INSTRUMENTS

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that results in a residual interest in the
assets of the Company after deducting all of its financial liabilities. Equity instruments do not include a
contractual obligation to deliver cash or other financial asset to another entity.

Any instrument that does have the obligation to deliver cash or another financial asset to another entity is
classified as a financial liability. Financial liabilities are presented under creditors on the balance sheet.

PENSION

The pension costs charged against profits represent the amount of the contribution’s payable to the
defined contribution scheme in respect of the accounting period.

BORROWINGS

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are
subsequently stated at amortised cost. Any difference between the proceeds and the redemption value is
recognised in the income statement over the period of the borrowings using the effective interest method.
Borrowings are classified as current liabilities unless the Group has an unconditional right to defer
settlement of the liabilities for at least 12 months after the balance sheet date.
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Notes to the Company financial statements
For the year ended 30 April 2022

EQUITY

Equity comprises the following:

e “Share capital” represents the nominal value of equity shares

e "Merger relief reserve” represents the difference between the parent company’s cost of investment
and the subsidiary's share capital and share premium where a group reorganisation qualifies as a
common control transaction.

e “Share premium account” represents the excess over nominal value of the fair value of consideration
received for equity shares, net of expenses of the share issue.

e “Share based payment reserve” represents equity-settled share-based employee remuneration until
such share options are exercised. The equity component of convertible loan stock, if any, is also

“included. On conversion of the loan stock the equity component is transferred into the retained

earnings reserve.

e “Retained earnings” represents retained profits.

2 EMPLOYEE REMUNERATION

- Remuneration in respect of directors paid by the Company was as follows:

2022 2021

£'000 £000

Emoluments 729 654
Pension 16 14
745 668

During the year, 5 directors exercised options over the Ordinary shares of the Company realising a gain
on exercise of £4,343k (2021: £nil).

Details of directors’ interest in the shares and options of the Company are provided in the directors’
remuneration report on page 29 - 30. The highest paid director aggregate entitiements were £338k (2021:
£283k), in addition to Company pension contributions of £8k (2021: £8k) made to a money purchase
scheme. As at 30 April 2022 the highest paid Director held a total of 712,974 share options (2021:
1,952,327 share options).

Key management for the Company is considered to be the directors of the Company. Employer’s National
Insurance in respect of directors was £366k (2021: £61k) which has increased this year due to the
exercise of share options.

Share based employee remuneration

Further details of the Company's share-based remuneration are set out in note 7 to the consolidated

financial statements. The share-based payment expense for the Company totalled £191k (2021: £202k).

3 AUDITOR’S REMUNERATION

Auditor's remuneration attributable to the Company is as follows:

2022 2021
£000 £000
Fees payable to the company’s auditor for the audit of the financial
statements 30 20
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INVESTMENTS

Investments in Group undertakings

Cost'and net book amount as at 1 May 2021

Additions

Share based payment expense recognised as capital contributions in subsidiaries
Cost and net book amount as at 30 April 2022

Details of the investments are as follows:

Subsidiary undertakings
Synoptics Limited

Atik Cameras Limited

Atik Cameras Unipessoal Lda
Opus Instruments Limited
Sentek Limited

Astles Control Systems Limited
Applied Thermal Control Limited
Fistreem International Limited
Thermal Exchange Limited
Graticules Optics Limited

MPB Industries Limited

Chell Instruments Limited
Monmouth Scientific Limited
Ducthub Limited

Labhub Limited

Scientific Vacuum Systems Ltd
Safelab Systems Limited

The following companies are all held by Synoptics Limited:
Scientific Digital Imaging Limited

Synoptics Inc

Country of
Incorporation

England and Wales
England and Wales
Portugal
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales

England and Wales
USA

Holdings
Ordinary shares
Ordinary shares

Share guotas
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares

Ordinary Shares
Ordinary

The following company is held by Monmouth Scientific Limited:

Uniform Engineering Limited

England and Wales

Ordinary Shares

% of
voting
rights

100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%

100%
100%

100%

£'000
27,476
9,059
116

36,651

Nature of
Business

Design and Manufacture
Design
Manufacture
Dormant
Design and Manufacture
Design and Manufacture
Design and Manufacture
Design and Manufacture
Dormant
Design and Manufacture
Design and Manufacture
Design and Manufacture
Design and Manufacture
Dormant
Dormant
Design and Manufacture
Design and Manufacture

Dormant

Distributor

Design and Manufacture

Each of the above investments has been included in the consolidated financial statements.

A parental guarantee has been granted to Fistreem International Limited, company number 05136733, in
accordance with the Companies Act 2006 s479c, relating to the audit of its individual accounts.
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Notes to the Company financial statements
For the year ended 30 April 2022

5 INTANGIBLE ASSETS

2021

£'000
Cost at 30 April 2022 & 2021 50
Amortisation at 30 April 2022 & 2021 50
Net book value as at 30 April 2021 -
Net book value as at 30 April 2022 -

6 DEFERRED TAX ASSET
2022 2021

Deferred Deferred
tax asset tax asset

£000 £000
Opening 1,241 164
Deferred tax on share options (1,077) 964
Adjustment on enacted tax rate 373 -
Trading losses recognised 657
Adjustment to prior year 19 -
Other temporary differences {107) 113
At 30 April 2022 1,106 1,241
Other temporary differences 42 113
Trading losses 657
Deferred tax on share option exercises 407 1,128
At 30 April 2022 1,106 1,241

Deferred tax assets are recognised for tax losses available for carrying forward to the extent that the
realisation of the related tax benefit through future taxable profits is probable. The Group did not
recognise deferred tax assets of £260k (2021: £198k) in respect of losses. Total losses (provided and
unprovided) totalled £1.3m (2021: £1.5m). These losses are all pre-1 April 2017 and therefore cannot be
offset against trading profits of the same trade post 1 April 2017.

The deferred tax asset relates to tax deductions for share options as they are exercised.

7 DEBTORS

2022 2021

£'000 £000

Amounts owed by group undertakings 4,421 4,210
Prepayments and accrued income ' 164 97
Other debtors ' 28 8
4,613 4,315

All debtors fall due within one year of the balance sheet date. No provisions are made for inter-group
debtors as the credit risk is not thought to be significant.
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CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Bank loans

Amounts owed to group undertakings
Trade creditors

Finance lease liabilities

Social security and other taxes

Other creditors

Accruals and deferred income

CREDITORS: AMOUNTS FALLING DUE AFTER ONE YEAR

Bank loans
Finance lease liabilities

BORROWINGS

Within one year
Bank loans
Finance lease liabilities

After one and within five years
Bank loans
Finance lease liabilities

Total borrowings

Bank finance relates to amounts drawn down under the Group's bank facility with HSBC Bank plc, which
is secured against all assets of the Group. Until 01 November 2021, the facility consisted of a revolving
facility of £5.0m and an amortising facility which reduced in quarterly instalments from £4.8m when it was
taken out in November 2019 to zero by November 2024, when the agreement was due to expire. On 01
November 2021 the Group renewed and expanded its committed loan facility with HSBC to £20m, with a
further accordion option of an additional £10m (at the discretion of HSBC), and with repayment date of
November 2024 extendable for two further years. The revolving facility is available for general use. The

2022 2021
£000 £000
. 1,371
9,117 7.746
160 31
2 7
24 16
. 2,928
631 408
9,934 12,507
2022 2021
£'000 £000
4,000 1,714
1 2
4,001 1,716
2022 2021
£000 £000
. 1,371
2 7
2 1.378
4,000 1,714
1 2
4,001 1716
4,003 3,094

facility has covenants relating to leverage (net debt to EBITDA) and interest coverage.
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1 CALLED UP SHARE CAPITAL

2022 2021
£000 £'000
Authorised
1,000,000,000 Ordinary shares (2020: 1,000,000,000) of 1p each 10,000 10,000
Allotted, called up and fully paid 102,199,676
(2021: 98,408,164) Ordinary shares of 1p each 1,022 984

During the year 3,791,512 Ordinary shares of 1p were issued due to the exercise of options and 117,716
Ordinary shares of 1p were issued to part fund the acquisition made during the year. The 3,673,796
options had an exercise price ranging from £0.110 to £1.699. The Group received £651k cash as well as
offsetting £200k against the acquisition of Safelab Systems Limited. The £851k consideration received
was allocated £38k to share capital and £813k to share premium.

Share options

A summary of obtions outstanding currently is provided in note 7 to the consolidated financial statements.

12 RELATED PARTY TRANSACTIONS
Transactions with directors are disclosed within the Directors’ Remuneration Report and note 7 to the

consolidated financial statements. The Company is not required to disclose transactions with its wholly
owned subsidiaries.
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SDI GROUP PLC

SEVEN-YEAR SUMMARY

2022 2021 2020 2019 2018 2017 2016
£'000 £'000 £000 £000 £000 £000 £000

Revenue 49,656 35076 24,498 17,427 14,496 10,748 8,473

Cost of sales (17,998) (12,206) (7,899) (5,902) (4,954) (3,837) (3,298)
Gross profit 31,658 22,870 16,599 11,525 9,542 6,911 5,175
Gross margin % 638% 652% 67.8% 66.1% 658% 643%  61.1%
Other income 55 21 19 - - . - -
Al other operating costs (19,640) (15,191) (12,016) (8,423) (7,196) (5,575) (4,356)
Adjusted Operating Profit 12,073 7,700 4602 3,102 2,346 1,336 819
Reorganisation costs (125) . (132) (110) (124)' (63) (87) (17)
Share based payments (313) - (305) (276) (136) (65) (2) (7)
Acquisition costs (341) (179) (58) (288) (165) (165) (178)
Amortisation of acquired

intangible assets (1,115)  (1,153) (647) (356) (277) (118) (81)
Operating profit 10,1779 - 5,931 3,511 2,198 1,776 964 536
Net financing expenses (295) (287) (254) (77) (63) (61) (40)
Profit before tax 9,384 5,644 3,257 2,121 1,713 903 496
Income tax (2,341) (936) - (666) (209) - (98) (75) 75
Profit for the year 7,543 4708 2,591 . 1,912 1,616 828 571

Cash generated from

operations 14,689 11,710 5169 3,620 2,854 1,406 1,298
Earnings per share

Basic earnings per share 7.53p 4,81p 266p 2.10p 1.81p 1.17p 1.17p
Diluted earnings per share 7.23p 4.58p 256p 2.05p 1.79p 1.14p ' 1.15p

Adjusted diluted earnings per 8.71p 5.97p 343p 283p 2.30p 1.55p 1.61p
share

IFRS 16 'Leases’ came into effect in the year ended 30 April 2020. No adjustment has been made to any
periods prior to this.
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