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Resultatregnskap

Belgp i: NOK Note 2021 2020
RESULTATREGNSKAP

K ostnader

L gnnskostnad 1

Annen driftskostnad 1 44 929 29130
Sum kostnader 44 929 29130
Driftsresultat -44 929 -29 130

Finansinntekter og finanskostnader

Inntekt pdinvestering i datterselskap 6 17 599 021 43 000 000
Renteinntekt fraforetak i samme konsern 6 3950 062
Annen rentei nntekt 137 899 601 784
Sum finansinntekter 17 736 920 47 551 846
Rentekostnad til foretak i samme konsern 6 3224 450 4 381 425
Annen rentekostnad 2004
Sum finanskostnader 3224 450 4 383 429
Netto finans 14 512 470 43168 417
Ordineert resultat far skattekostnad 14 467 540 43139 287
Skattekostnad pa ordinaat resultat 2 3182859 31084
Ordinaert resultat etter skattekostnad 11 284 681 43108 203
Arsresultat 5 11 284 681 43108 203
Arsresultat etter minoritetsinter esser 11 284 681 43108 203
Totalresultat 11 284 681 43108 203

Overfaringer og disponeringer

Ordinaat utbytte 100 000 000 44 000 000
Overfart fra annen egenkapital -88 715 319 -891 797
Sum overfaringer og disponeringer 11 284 681 43108 203
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Balanse

Belgp i: NOK 2021 2020
BALANSE - EIENDELER

Anleggsmidler

Immaterielle eiendeler

Utsatt skattefordel 87 364 373798
Sum immaterielle eilendeler 87 364 373798
Finansielle anleggsmidler

Investering i datterselskap 353 692 501 353692 501
Investering i annet foretak i samme konsern

Lan til foretak i samme konsern 84 697 203
Sum finansielle anleggsmidler 353692 501 438 389 704
Sum anleggsmidler 353 779 865 438 763 502
Omlgpsmidler

Varer

Fordringer

Andre kortsiktige fordringer 17 747 341 5970
Sum fordringer 17 747 341 5970
I nvesteringer

Aksgier og andeler i foretak i samme konsern

Bankinnskudd, kontanter og lignende

Bankinnskudd, kontanter o.l. 17 892 629 35688 840
Sum bankinnskudd, kontanter og lignende 17 892 629 35688 840
Sum omlgpsmidler 35639970 35694 811
SUM EIENDELER 389 419 835 474 458 313
BALANSE - EGENKAPITAL OG GJELD

Egenkapital

08.09.2022 kI 14:16 Brgnngysundregistrene Side 2 av 212



- Brgnngysundregistrene Arsregnskap regnskapséaret 2021 for 996755193

Balanse

Belgp i: NOK Note 2021 2020
Innskutt egenkapital

Aksjekapital 215 545 458 215545 458
Beholdning av egne aksjer -11 908 -11 908
Overkurs 72513835 131489 311
Sum innskutt egenkapital 288 047 385 347 022 861
Opptjent egenkapital

Annen egenkapital 29739 842
Sum opptjent egenkapital 29739 842
Sum egenkapital 5 288 047 385 376 762 703
Gjed

Langsiktig gjeld

Utsatt skatt 2

Annen langsiktig gjeld

Langsiktig konserngjeld 6 98 453 025 97 648 900
Sum annen langsiktig gjeld 98 453 025 97 648 900
Sum langsiktig gjeld 98 453 025 97 648 900
Kortsiktig gjeld

Leverandergjeld 15625
Betalbar skatt 2 2 896 425 31084
Annen kortsiktig gjeld 23 000

Sum kortsiktig gjeld 2919425 46 709
Sum gjeld 101 372 450 97 695 609
SUM EGENKAPITAL OG GJELD 389 419 835 474 458 313
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J—
DELIVERING
INNOVATION
WiE'H PURPOSE

dlscoverIE

discoverlE Group plc

Annual Report and Accounts
for the year ended 31 March 2021

08.09.2022 kI 14:16 Brgnngysundregistrene Side 4 av 212



- Brgnngysundregistrene Arsregnskap regnskapséaret 2021 for 996755193

WELCOME TO THE

discoverlE is an
international leader in
customised electronics,
focusing on markets with
sustained growth prospects
and increasing electronic
content, where there is

an essential need for our
products.

discoverlE's purpose is to create innovative
electronics that help to improve the world
and people’s lives.

@ Rezo moaore 2bout our purgoss, missior
zrovaluesor paaes 04 10 05

Rezo more sbout our spprozch to
sustzirzbility or pzaes 58 1o 69.

www.discoverlEplc.com

It cortzirs & wioe rerge of
irformeztior of irterest to irstitutiorzl

Reporis and preserizations

Annual Report and Accounts
fior tae oo ondedd 71 koo 2021
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HIGHLIGHTS

REVENUE

{FY20: £466.4m)

-3%

UNDERLYING
EPS'

(FY20:30.2p)

-14%

UNDERLYING

OPERATING PROFIT'

(FY20: £37.1m)

-5%

FREE CASH
FLOW?

(FY20: £27.3m)

+38%

REPORTED PROFIT
BEFORE TAX

(FY20: £19.5m)

-13%

FULL YEAR DIVIDEND
PER SHARE®

(FY20: £2.97p)

+242%

Strong second half order growth* with sales
returning to organic growth® by year end

= H2 orders up 12% organically and 40% above H1 ‘Underlying Cperating Expenses, ‘Underlying
= H2 sales up 10% on H1 and returned to organic growth for the last two Profit before Tax’ and ‘Underlying EPS' are non-
months IFRS financial measures used by the Directorsto
assess the underlying performance of the Croup.
These measures exclude acquisition-related costs
(amortisation of acquired intangible assets of
£111m, acquisition and merger expenses of £20m
and the IASI9 pension charge relating to a legacy
defined benefit scheme of £1.4m) totalling £14.5m.

Notes
1. 'Underlying Operating Profit, ‘Underlying EBITDA,

= Record year end order book, up 1% organically to £181m

Resilient trading during pandemic reflects strength
of operating model and target market® focus

= Group adapted quickly to pandemic, creating safe working practices Equivalent underlying adjustrnentswithin the FY
and maintaining service levels 2019/20 underlying results totalled £133m.

= Full year Group sales 6% lower organically with target markets well 2. Free cash flow is cash flow before dividends,
ahead of wider markets acquisitions and equity fund raising.

= Gross margin increased by 0.6ppts to 34.2% (FY 2019/20: 33.6%) 3. No final dividend declared for FY 2019/20 as part of

= Underlying operating expenses reduced by 2% and working capital by 13% COVIDS cash saving measures. The final dividend
Underlying PBT recovered to be 3% higher than last year in H2, and 4% for this year s 6% higher than the last full dividend

- ying o hig ¥ ! ° declared in FY 2018/19.
lower for the year

. 4. Growth rates are at constant exchange rates ("CER')
= EPS of 26.0p, ahead of expectations and refer to the comparable prior year period unless

stated. The average sterling rate of exchange against
the Euro weakened by 2% compared with the
average rate last year, and by 2% on average against

Excellent cash generation with resumption of
acquisitions and dividends in H2 . :
the three Nordic currencies, but strengthened by 2%

= £38m of free cash flow, up 38% on last year and 157% of post-tax profit compared with the US dollar rate for last year.
= Two acquisitions cormpleted during H2 for £21m {Phoenix and Limitor} 5. Organic growth for the Group is calculated at
= ROCE for the year recovered well to 14.5% (H2:15.6%; H112.7%) CERand is shown excluding the first 12 months
= Year-end gearing down to 1.1x, well below target range of 1.5x to 2.0x of acquisitions post completion (Sens-Tech was

7 - T acquired in October 2019, Phoenix in October 202G
= Full year dividend increased by 6% over FY 2018/19 (last full dividend and Limitor in February 2021),

payment) 6. Target markets are renewable energy, medical,
. e eie s transportation, industrial & connectivity.
Key strategic initiatives on track towards FY 2024/25 7. Retur on captal employed 'ROCE is defined as
targets underlying operating profit as a percentage of net
. ) assets plus net debt, including an annualisation of

= 65% of Group sales in D&ME, up Tppt, with a target of greater than 75% acquisitions.
= Sales in target markets of 70%, up 2ppts, with a target of 85% 8. D&M isthe Group's Design & Manufacturing division.
= Carbon emissions reduced by 12% and by 6% underlying® 9. Carbon emission reductions were 19% from CY
= Underlying operating margin of 7.7%, 0.3ppts lower, with a target 2019 to Cy 2020 on a like-for-like basis excluding

of 12.5% acquisitions in CY2020; on an underlying basis (ie.

with emissions adjusted to normalise the impact of

New year has started well with record order book COVIDA), carbon emission reductions were 6%

= Strong order intake continues and ahead of sales

= Organic sales growth over the last two years

= Completed US sensor acquisition (Control Products Ing) in May 2021
= Strong pipeline of acquisition opportunities

discoverlE Group plc

Annual Report and Accounts
for the year ended 31 March 2021
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INVESTMENT CASE

Highly differentiated
electronic products with
optimised performance
for the applications of our
customers

@ Reszo more ebout our customises
electrorics or pages 20 zro 21

Proect wirs aro rew opporturities

arivirg future orgeric growth

Oroer book

Cross-szllirg opporturities betwesr our busiresses
Irterratiorzl exparsior

Cooa track recoro of value-sccretive scouisitiors,
with 2 rokust zcouisitior pigelirs

Order Book (£m)

Markets with increasing
electronic content

Long term growth driven
by both technology trends
and economic factors

@ Rezo more ebout our market review or
cageslozra 1y

Solio bzlerce sheet
Progressive aivioero golicy
Sustzirzble, profitzble growth
Excellert czsh gererztior

Prozctive maragemert of ESC-relateo matters

Operating Cash Flow (£m)

Innovative Electronics
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Financial Statements

Other Information

www.discoverlEple.com 03
Stecle Code DECY
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GROUP AT
A GLANCE

QOur framework for creating sustainable value

discoverlk is an international group of businesses that designs, manufactures and
supplies innovative components for electronic applications. We offer customers
differentiated products in key growth markets on a global scale.

Why we exist What we want to be What we set out to do

To create innovative electronics To be a leading innovator in To design and supply innovative

that help to improve the world and electronics across the globe customised electronics that help our
people’s lives customers create ever better technical

solutions around the world

our Strategy

Pur
o™ po“‘s

dlscover:EI

Our strate9y

We aim to achieve our mission through a motivated, entrepreneurial and empowered workforce that adheres to the
highest ethical and quality standards. In doing so we expect to create value for shareholders, while being seen as an
attractive and responsible employer and a trusted partner for customers and suppliers.

3 Read more on pages 66 to 69

discover|E Group plc Annual Report and Accounts
for the year ended 31 March 2021
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OUR STRATEGY OUR VALUES
How we will deliver our mission Fundamental beliefs that guide
. . . decision-making
To grow our business in customised ) , ,
. K = To operate with the highest ethical standards and
electronics by focusing on markets integrity o
with sustained growth prospects, = To strive for the highest performance standards, not E
driven by increasing electronic content accepting of mediocrity 5
dwh h . ial d = Tosupport the protection of the environment through 3
and where there Is an essential nee our praducts and solutions while minimising our direct g
for cur pl’od ucts environmental impact ]
= To be a responsible employer, with a safe working 3
environment S
= Torespect, empower, engage and develop our employees
in an entrepreneurial environment
The key pillars of our strategy = To add value and be a trusted partner to customers,
Cur strategy is currently broken down into suppliers and shareholders
four strategic pricrities:
______________________________________________| ]
PR '.E
Py £
a0oll ﬁ g
' T ) Our culture &
: z
Grow sales well Continue building The culture we aim to embed 2
ahead of GDP revenues in the higher across the Group: 2
margin D&M division i
s Honest, reliable and trusting
s Decentralised decision-making close to the customer
oono \ s Cpen, constructive communication and willingness
o { ) to listen
oo
ooprvg ‘\/ = Non-political, non-bureaucratic
s Performance, target and results driven
c
Acquire high quality Further internationalise _‘c_‘)
businesses the business E
g
£
:) Read about our strategy on pages18 to 19 5
=
(e}

Innovative Electronics www.discoverlEplc.com o5
Stock Code: DSCW
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GROUP AT
A GLANCE

Our divisions

discoverlE operates across two
divisions: Design & Manufacturing
and Custom Supply. , o's
increasing focus on design and
manufacturing is reflected in both

revenue and underlying profit.

Reported revenue

Underlying operating profit

m discoverlE Group plc

The Custom Supply division provides technically demanding,
customised electronic, photenic and medical products from
a range of high-quality third-party international suppliers,

as well as from discoverlE’'s own Design & Manufacturing
division. A high degree of technical knowledge is required

in the sales process. Approximately half of the division’s
employees are technically qualified.

UNDERLYING NUMBER OF
OPERATING MARGIN EMPLOYEES

3.6% 396

Acal BFi Vertec

Communications, magnetics, Imaging, bicpsy and
power and sensors radiclogy systems

IRV —)

%J_L

End use example: End use example:
= Internet of things = Medical systems
and sensing

S o

Designs Moarufe lures

:) Watch our Corporate film at:
www.discoverlEplc.com

Annual Report and Accounts
for the year ended 31 March 2021
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Design & Manufacturing

The Design & Manufacturing division supplies custom
electronic products which are designed uniquely to
customer specifications to aver 5,000 customers.

UNDERLYING
OPERATING MARGIN

12.7% 3,831

NUMBER OF
EMPLOYEES

+=
t
o
a
[
o
2
o
[]
=1
@©
Jd
=1
7]

Contour

Connectors and cable assemblies

FITIIYYXIYIX)

Cursor Controls
Keyboards and trackballs

Flux

Magnetics and power supplies

Foss
Fibre optics

sessesanes —]
. YA
o U Sig ==
o
o
g
End use example: End use example: End use example: End use example: =
= Medical operating = Medical equipment = Trains = Datacentres %
theatres o
]
"
. P
Hectronic Hobart Limitor MTC 5
Embedded computers Linear transformers Thermal & energy sensors EMC-shielding g
[¥)
-,
2l 3
o0
0 0
e
End use example: End use example: End use example: End use examples:
= Transportation = Solar power = Professional coffee = PCs, servers and L]
rmachines peripherals 5
£
. . 2
Myrra Noratel Phoenix Positek 8
in
Transformers and Power transformers Magnetic sensors & encoders Linear transducers =
power supplies ‘o
c
o
|| £
E K (] i
RN e I
]
End use example: End use example: End use example: End use example:
= Electric vehicle = Wind turbines = Motion control & sensing | = Specialised vehicles &
chargers transportation
. c
Santon Sens-Tech Stortech Variohm 2
Switches Sensocrs and detector boards Cable assemblies, batteries, Sensors and transducers E
switches & CCTV =
2
r A £
) A8 e = g
L RPN — ’ y o
L ]

End use example:
= Solar panels

End use example:
= Medical (X-Ray)

End use examples:
= Mobility / Buses

End use example:

= Agricultural production

Innovative Electronics

www.discoverlEplc.com
Stock Code: DSCW
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GROUP AT
A GLANCE

Our two divisions
operate across 24
countries. 28% of Croup
sales for the yvear were
bevond Europe.

During the year, the
Croup acqguired new
facilities in the USA,
Germany and Hungary.
We expanded facilities
in Bangalore and plans
are underway to expand
capacity in Mexico and
Norw

As a global supplier,
we are able to follow
the opportunities

of our customers
internationally,
matching our product
diversity with quality,
flexibility and technical
engineering wherever
there is a need for our
solutions.

COUNTRIES

discoverlE Group plc

DESIGN & MANUFACTURING

contour @ Hectronic @ MTc @

UK Sweden Cermany

Hong Kong Hobart @ South Korea

Cursor USA Myrra @

Controls @ Mexico France

UK .. China

Belgium Limitor o Poland
Germany Cermany

Flux @ Hungary Hong Kong

Denmark

Thailand

Foss @

Norway

Slovakia

North America

o Read more about the
internationalisation of
our business on page 12

Noratel @
Norway
China
Indlia
SriLanka
Poland
Cermany
Sweden
UK
Denmark
Finland
USA
Canada

Phoenix §@
LUSA

Positek @
UK

Santon @
Netherlands
UK
Cermany

Sens-Tech @
UK

Stortech &
UK

Variohm @
UK
Cermany

Annual Report and Accounts
fezr 7

1 March 2027
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CUSTOM SUPPLY

Acal BFi vertec @
UK UK
Cermany South Africa
France

Netherlands

Denmark

Finland

Norway

Sweden

Italy

Belgium

UK Spain

Corporate Governance Strategic Report

Financial Statements

Asia
Europe

Other Information

Africa

Innovative Electronics
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CHAIRMAN'S
STATEMENT

“The Group has
demonstrated the quality
and resilience of its
businesses and is well
positioned for continued
growth in the year ahead.”

Malcolm Diamond MBE

=N

2021 HIGHLIGHTS

GROUP REVENUE

UNDERLYING
OPERATING PROFIT

discoverlE Group plc

This year coincided
with the unprecedented
COVID-19 pandemic,
testing every aspect
of the Group’s business.

The Group's multiple operations around the world
responded quickly, establishing safe working practices
and maintaining continuity. While the effects of the
pandemic are evident in these results, the CGroup's ability
to mitigate the impact and to rebound strongly in the
second half represents a very creditable perfermance,
while continuing to make progress on the strategic
priorities.

Cash generation was very strong, reflecting both the
quality of earnings generated by the business and the
efficient nature of the Group's operating model. This,
together with a number of prudent actions taken in the
first half, such as suspending acquisitions and dividends,
served to reduce gearing to the lowest level in seven
years, minimised risk and enabled a strong recovery as
conditions improved in the second half.

The Group is committed to reducing the impact of
its business operations on the environment. Along
with its focus on selling into markets that are aligned
with a sustainable future, the Group has introduced
an important sustainability target this year, to reduce
its carbon emissions by 50% over five years, and good
progress has been made to date.

Throughout the year, the Group has demonstrated
the quality and resilience of its businesses and with

good levels of operational and funding capacity, is well
positioned for continued growth in the year ahead.

Annual Report and Accol
fizrt B bl

08.09.2022 kI 14:16

Brgnngysundregistrene

Side 15 av 212



= Brgnngysundregistrene Arsregnskap regnskapséaret 2021 for 996755193

Strategic Report

Corporate Governance

Strategy Sustainability and Social Responsibility
discoverlE is a customised electronics business operating The Croup provides innovative electronics that help
internationally, focusing on structurally growing markets customers create new technologies for a sustainable world.
driven by increasing electronic content and where there Applications which use our products help reduce power

is an essential need for our products. The Group’s product consumption and increase efficiency, such as wind turbines
range is highly differentiated, being customised for specific for renewable energy, charging infrastructure for vehicle
applications. electrification and wireless and fibre optic cornmunications.

This focus on sustainability forms the core of our target
rmarkets where, through targeted growth initiatives, we aim
to grow our revenues organically. These trends are reported
in our key strategic indicators as target market sales.
Additionally, the Group has reduced emphasis in market
areas that are inconsistent with a long term sustainable
Alongside organic growth, acquisitions have made a agenda.

significant contribution to the development of the D&M
division and over the 11 years to 31 March 2021, we have
acquired 16 specialist, high margin D&M businesses which
have been integrated successfully, helping to drive our
growth. An additional business has been acquired since
the year end. We have a well-developed and disciplined

With our target markets being worldwide and major
customers operating internationally, the business is
expanding both within and beyond Eurcpe, building an
international electronics group supplying complex, value-
added solutions for international customers.

Financial Statements

The Group also aims to be a socially responsible ernployer,
adhering to the highest ethical standards both internally
and externally through its supply chain, with excellent
employee relations and a cormmitment to increasing
diversity in the workplace.

approach to acquisitions and continue to see significant Reporting to the Board, the Group Executive Committee has
scope for further expansion of the D&M division with several responsibility for ESC implementation around the Group
acquisition oppertunities in development. and each member has the achievement of ESG objectives

included in their b lans.
The Group’s capital-light model delivers strong cash flows InCuCed In theirbonus plans

which we lock to reinvest into accelerating the strategy and
delivering further value creation for shareholders.

Other Information

Innovative Electronics wiww.cliscover|Eple.
i . .
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CHAIRMAN'S
STATEMENT

Croup Results Summary

Group sales for the year reduced by 3% to £454.3m, with
underlying operating profit, which excludes acquisition-
related costs, reducing by 5% to £352m and underlying
profit before tax reducing by 4% to £31.5m.

Underlying earnings per share for the year reduced by 14%
to 26.0p (FY 2019/20: 30.2p) as a result of the combined effect
of share capital increasing by 6% following equity fund-
raising last year, the underlying tax rate increasing by 4ppts
to 24% and profitability reducing by 5%.

After accounting for acquisition-related costs of £14.5m (FY
2019/20: £13.3m), profit before tax for the year on a reported
basis was £17.0m, 13% lower than last year (FY 2019/20:
£19.5m) with fully diluted earnings per share of 13.0p (FY
2019/20:16.5p).

Free cash flow increased by 38% to £37.6m (157% of
underlying profit after tax) driven by an inflow from lower
working capital as well as swift operational actions taken

in response to COVID-19. This resulted in net debt reducing
by £35.9m during the year (before including the cost of two
acquisitions) with net debt at the year end of £472m and a
gearing ratio of 1.1x, reducing by 0.15x over the year (gearing:
1.25x at 31 March 2020).

Acquisitions

The Group paused acquisitions during the first half

during the height of the pandemic to preserve resources,
recommencing in the second half. The Group made two
acquisitions of specialist sensor manufacturers: the German-
based Limitor GmbH ("Limitor”} and the trade and assets

of the US-based Phoenix America Inc ("Phoenix™), for a
combined initial cash consideration of £21.2m on a debt free,
cash free basis.

Both businesses are being integrated inte the Group and
now operate within the Variohm sensors cluster in the D&M
division, retaining their distinct identity and high-quality
management teams. Their complementary product ranges
and wider access to customers should create cross-selling
apportunities in our target markets and drive further
growth. Both businesses have started well and in line with
expectations, delivering organic growth in orders and sales.

Since the year end, we have alsc acquired Control Products
Inc ("CPI"), a New Jersey, USA, based designer and
rmanufacturer of custom, rugged sensors and switches for
£8m on a debt free, cash free basis.

We are delighted to welcome the employees of all three
businesses inte the Group.

discoverlE Group plc

CoOVID-19

The Group responded decisively to the coronavirus pandernic
at the beginning of the year, prioritising the well-being of
employees and trading partners, supporting customers,
quickly developing solutions for medical market customers,
maintaining business continuity and preserving resources.

Widespread changes were made to operating procedures
across the Group’s 29 international manufacturing locations
with high levels of operational continuity and only a small
number of short term site closures, as required by local
government regulations, which has continued into the new
year.

Employees and Culture

Cn behalf of the Board, | would like to thank everybody at
discoverlE for their commitment and hard work, particularly
during this unprecedented period, when their flexibility,
resilience, initiative and support have demaonstrated, beyond
all expectations, their quality and capability.

The Group comprises appraximately 4,400 employees in 24
countries arcund the world. By adopting an entrepreneurial
and decentralised operating environment, together with
rigorous planning, review, support, investrent and controls,
and with a commitment to increasing diversity, the Group
has created an ambitious and successful culture.

We aim to achieve a culture across the Group that:

= is entrepreneurial
= is honest, reliable, trusting and non-palitical

= enables decision making close to the customer through a
decentralised structure

= enables open, constructive communication with a
willingness to listen

= is performance, target and results driven

Annual Report and Accounts
for the year ended 31 March 2021
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Dividend

Last year, with the onset of COVID-19, the Board tock the
prudent decision not to declare a final dividend for FY
2019/20. With an improving outlook by the third quarter,
and strong cash flow, the Board reinstated dividends in
November 2020 with a 6% increase in this year's interim
dividend to 215p per share (H1 2019/20: 2.97p per share).

With the CGroup’s performance continuing to improve, the
Board is recommending a final dividend of 7.0p per share,
giving a full year dividend of 1015p per share, 6% higher than
the pre-pandemic dividend for FY 2018/19 of 9.55p per share.
This represents a cover against underlying earnings of 2.6
times (FY 2018/19: 2.8 times). The final dividend is payable
on 3 August 2021 to shareholders registered on 11 June 2021.
Since 2010, the annual dividend per share has doubled and
the total dividend payment has increased by nearly 400%.

The Board believes that, as an acquisitive growth company,
rmaintaining a progressive dividend policy is appropriate
with a long term dividend cover of over three times
against underlying earnings. This will enable us to fund
both dividend growth and a higher level of investment in
acquisitions from internally generated resources.

Innovative Electronics

Summary

With these results, the Group has demonstrated its strength
and adaptability through a year of unprecedented market
and operational conditions. The benefits of discoverlE's

clear cormnrmercial and operational strategy, which delivered
strong organic growth during the ‘up’ cycle of the previous
few years, have enabled the Group to demonstrate real
resilience through the pandemic and leave it well positioned
to capitalise on the significant long term opportunities
ahead.

By focussing on custern products in attractive growth
rmarkets, the Group has a high-quality business with
excellent prospects. The customised electronics market
remains highly fragmented, providing scope to further
build capability and extend geographic coverage through
disciplined acquisitions.

Despite the challenges still posed by the pandemic in
certain parts of the world, the Board and management are
excited by the opportunities ahead to continue building

a global business that attracts and retains high quality
employees, delivers exceptional value to our customers,
grows long term returns for our shareholders, contributes to
the creation of a sustainable environment and that adheres
to the highest standards.

Malcolm Diamond
Chairman

03 June 2021

www.discoverlEplc.com 13
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BUSINESS
MODEL

discoverlE is an international leader in customised

OUR INPUTS

Our purpose, values and people

The Croup’s purpose, mission and strategy provide a
clear framewark for decision making, reflecting our
desire to make a positive difference to the world and
people’s lives.

for the highest performance and ethic
relies upon the dedication, drive, integrity and ability
of our people, many of whom have a high degree of

technical knowledge.

The Croup seeks ta foster an open, ambitious and
entrepreneurial culture, within which each of our
approximately 4,400 people are recognised for
their achievements and are made to feel valued as
individuals. They are ial to th
and the outcomes of its customers.

s of the Group

Design and Manufacturing faci

Over 80% of the products made by the Design &
Manufa ng division are manufactured in-house.
The division’s principal manufacturing facilities are
in China, India, the Netherlands, Poland, 5ri Lanka,
Thailand, M o and the UK.

Long-term customer relationships
overlE’s highly skilled engineers work

customers, developing a d

industry, sharing unique expertise and insights

producing custom electronic solutions to address each

challenge; thereby enhancing product performance

and reinforcing long term relationships.

Financial

We use our financial capital to invest heavily in our
businesses and make acquisitions that add to our

discover|E Group plc

BUSINESS MODEL

Repeat revenue streams

Once approved, our products typically enjoy repeat revenue
for the lifetime of the customer's production, typically 5-7
years, depending on the product end market.

Cross-selling opportunities

A key strategic focus for the Group is cross-selling between
its businesses. We aim to sell as many product groups to our
custormers as possible.

Cross-selling initiatives are changing the nature of the
discoverlE business by broadening the range of products
sold to customers, in turn developing more valuable
customer relationships and achieving more efficient use of
sales resources. The divisional structure provides excellent
cross-selling opportunities.

Acquisitions

A core part of the Group’s strategy is the acquisition of
complementary businesses that bring enhanced value to
the Croup and its customers. In order to achieve this, the
Group has established a dedicated M&A team focused on
developing and pursuing these opportunities.

Annual Report and Accounts
for the year ended 31 March 2021
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Our competitive advantages

Global reach

Our global footprint means that we
can meet the location demands of our
customers.

Expertise

technologies.

Our customers

Large customer base, spread geographically and

across multiple industries. Qur customers are Criginal
Equipment Manufacturers that require solutions for
their product-specific applications. With rising electronic
content, customers are increasingly dependent on
technology to develop their next-generation products.

Identification of opportunity

By working closely with our customers, we are able to
understand their needs and jointly develop appropriate
solutions. We understand our customers, how they
operate and how our compoenents and solutions fit
into their products. The solutions we provide result in
an enhanced performance of our custormers’ products,
which benefits both customers and their end users.

Design and quotation

We design solutions for our custorners. While some
solutions are designed completely from scratch, we have
“platform product ranges” that can be modified to meet
our customers needs. Speed is important - the ability to
provide customers with a quote quickly enables them

to produce the final product faster. This approach saves
customers time and cost. Customers will work with a
dedicated team of engineers to create a design that
matches their requirements.

Sample and approvals

Once the quote and design are accepted, samples are
provided to the customer for approval. This is a critical
step in the process.

Production

With internal know-how and in-house manufacturing,
we can maintain control of the product manufacturing
process, ensuring both high standards and reliability.
Quality is assured through our advanced testing
procedures.

Supply

discoverlE is able to supply the customer consistently over
the lifetime of the project. We do this through ongoing
production and maintaining inventory, be it in-house or
on consignment at the customer.

Innovative Electronics

We have been active in the electronics
market for over 20 years and our
expertise and knowledge has grown
over this time. This allows us to develop
new products in respense to changing

Differentiated products

The products which we design and
manufacture are application specific.
We have specialist knowledge in
many niche markets, enabling us to
differentiate our products to match
our customers’ requirements.

Customers

» Improved usability and effectiveness of the
products we design, manufacture and supply
results in enhanced performance of our
customers' applications, which also benefits
their own custormers.

= We enable customers to differentiate their
own products from their competitors.

n  Cost-efficient.
» Short lead times.

= Quality, high standards and reliable
components. We are able to achieve this as
we have control over the end-to-end process
of the production of an electronic solution.

Employees

Employees benefit from the ability to

improve their skills and work in a challenging
and ambitious environment. They get the
opportunity to make a contribution to
world-leading products. We have created an
environment where each employee is able to be
their best.

Shareholders

We generate attractive returns for Shareholders
over the long term.

Communities and the environment

We aim to contribute positively to the
communities and environment in which we
operate.

Suppliers

Cur geographical footprint allows us to engage
with suppliers at their locations. We enable
smaller suppliers to expand their global network
via our international supply chain.

Govemning bodies and regulators

We aim to create trusted relationships with
governing bodies and regulators, meeting

all legal and regulatory commitments and

requirements.

www.discoverlEplc.com 15
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MARKET
REVIEW

Growth areas where electronics
will drive efficiency, intelligence
and sustainability

Target markets

O TARGET MARKETS

70%

QO OTHER MARKETS

discoverlE Group plc

RENEWABLE ENERGY

Mega trends
Decarbonisation & Diversification

Market drivers

= Ceopolitical consensus

= Growing public awareness

= | egislative and regulatory regimes
= Cost of energy

Technology integration
= Increasing scale of wind turbines

= Diversification of solar systems

discoverlE's solutions
= Power inductors

= Turbine blade pitch control
= Airflow measurement

Our global impact

1 CLIMATE

ACTION

Annual Report and Accounts
for the year ended 31 March 2021
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TRANSPORTATION

Mega trends

Electrification & Autonomous vehicles

Market drivers
= Decarbonisation
= ‘Safety-centric’ agenda

= Mass transit & route vehicles

Technology integration
= Electric vehicles

= Mass transit & route vehicles
= Autonomous vehicles

= High speed rail

discoverlE’s solutions
= Charging

= Sensing systems

= Power control

= Cabin monitoring & control

Our global impact

et J 13 v

N

Innovative Electronics

MEDICAL

Mega trends

Artificial intelligence, sensing &
analytics

Market drivers
= Proactive & preventative medicine
= Technological & biclogical fusion

= Predictive analytics

Technology integration
= Monitoring & control
= Automation & robatics

= Advanced surgery

discoverlE's solutions
= Embedded diagnostics
= Interface device & cabling

= Power systems

Our global impact

B00D HEALTH
AND'WELL-BEING

INDUSTRIAL AND

CONNECTIVITY

Mega trends

Connectivity, automation & Industrial
Internet of Things

Market drivers
= Rernote monitoring & control
= Quality control

= Precision & automation

Technology integration
= Automation & robotics

= ‘Smart factories’

= Artificial intelligence

= Increasing electronic content

discoverlE's solutions

= Wireless telematics

= Fibre optic connectivity

= Communication technologies
= Wireless robotics control

= Power control

Our global impact

9 INDUSTRY, IR OVATION “ ‘SUSTAINABLE CITIES
ANDINFRASTRUCTURE RADCOMMUNITES

www.discoverlEplc.com
Stock Code: DSCW
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OUR
STRATEGY

“Our strategy is clear and
our continued strong
performance demonstrates
the success of our model.
The Group is well positioned
for growth in the coming
years.”

Nick Jefferies
Croup Chief Ex

discover|E Group plc

Our vision is to design and supply
innovative customised electronics that
help our customers create ever better
technical solutions around the world.

Qur strategic aim

To grow our business in customised electronics by focusing
on markets with sustained growth prospects, driven by
increasing electronic content and where there is an essential
need for our products.

Our strategic priorities

Over recent years, the Group has pursued a clear strategy,
investing in initiatives that enhance design opportunities for
customised products in targeted growth markets, namely
renewable energy, transportation, medical and industrial &
connectivity. Sur business model is resilient and flexible and
the benefits of our approach have been evident in results
over recent years.

Core to our value propaosition is the understanding of

our customers design challenges and the design and
rmanufacture of engineered products to meet their needs.
These are then supplied over the life of the custormer’s
production, typically five to seven years.

In a fragmented market, opportunities exist to consolidate
certain manufacturers of customised products for the
Group’s commmon customer base, which ranges from
mid-sized original equipment manufacturers to
multinational companies operating in multiple locations.
Cur four target markets are long-term global growth
rmarkets driven by excellent fundarmentals where cur
customers depend upon the Group’s product.

The key pillars of our strategy

Cur strategy is currently broken down into four strategic

priorities:
.

Grow sales well
ahead of GDP

Continue building
revenues in the higher
margin D&M division

ooo N
oo S/
Acquire high quality
businesses

Further internationalise
the business

3 Read more about strategy in our
Corporate governance report on pages 74 to 84

Annual Report and Accounts
for the year ended 31 March 2021
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Strategic Progress Link to key Link
priorities made strategic indicators to risks
The Group had resilient trading e o -
0ol during H1 FY 2020/21 despite 5
. . %
the pandemig, reflecting the 9 e &
Growing sales well strength of our operating model. M
ahead of GDP Full year Group sales were 6% e o
Grow sales well ahead of GDP over  lower organically, with target o ©
the economic cycle by focusingon ~ markets well ahead of wider 5
structural growth markets. rmarkets. There was strong order e
growth in H2 FY2020/21 and

sales returned to organic growth
for the last two months of the

year.
The higher margin D&M division o e
delivered 65% of Group sales in 8
ﬁ FY2020/21, up Ippt on last year e o £
(FY 2019/20: 64%). c
. - o
Continue .bUI::!Inhg. h D&M generated 87% of the e é
reven‘ues int ? . Ig er Group’s underlying operating G o
. . . =1
mar_gln D&M_dIVIsmn . profit contribution (FY 2019/20: ©
Continue building revenues in the 849%) o o
Design & Manufacturing {*D&M”) ’ g
division where operating margins V]
for our businesses are higher than
in Custom Supply.
CLL During the year, the Group o o
u completed two acquisitions, the
nopa business of Phoenix in October 9 o
Acquire high 2020 and then Limitor in @
. . c
quality businesses February 2021. e ]
Acquire businesses within attractive 9 E
growth markets. E
n
@W The acquisition of Phoenix e o ]
..159 broughtin a new us bu.sm_ess e
and the acquisition of Limitor o i
Internationalising brought in a German business
the business with manufacturing capacity o
Internaticnalise the business also in Hungary.
by developing sales in North
America and Asia. Sales beyond Europe accounted
for 28% of total sales.
c
Lo 2
Key strategic indicators =
Increase share of Group revenue e Increase underlying e Build sales beyond Q Target Market E
from Design & Manufacturing operating margin Europe Sales “_g
Risks é’
o Instability in the economic e Business acquisitions e Loss of major e Loss of major o
environment underperformance customers suppliers
. Major business e Cvber securit
e Technological changes o disruption Y Y
Innovative Electronics www.discoverlEplc.com
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We create innovative electronics that make a difference to the planet and people’s
lives. We create products that deliver value for our consumers in a number of areas,

contributing to a better future:

Investing in
renewable energy
electronic solutions

Our innovative electronics are used in
renewable energy solutions, contributing
to the generation of efficient fossil-free
sources of energy

Verticel ‘core’ scarrirg LIDAR for wiro turbires,
useo to erzlyss wiro speeo sro oirectior

Roller bliro witk solzr perels built ir 1o gererste
solar erergy

LiDAR for sersirg wira to belg wiro erergy proects
Farvest 25 much power s possible

Our prooucts ersure meaximum efficiercy ero vizlo,
zllowirg for theircresse of erergy prooucea from
Wira

Raller sur kliros
offices zro homes
the sur zro ger ricity,

Ourresctors 2re Useo to filter the corverteo powsr
zra to supply the grio with clezr electricity.

discoverlE Group plc
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Advancing the
electrification of
transportation

g v

-

We provide electrification solutions,
encouraging the conversion from fossil
fuel usage to renewable energy

Electricel motors useo for powerirg electricz|
vebicles zro Pybkrio electric vebicles

Pressure trarsmitier useo ir zero-emissior buses
rurrirg or Pyoroger baseo power

Chergirg solutiors for electric vebicles

Qur prooucts 2re usea ir hybrio sro electric
vebicles which reouce or evoio perticle
corcertratiorsir urbar zrolimit the
=missior of gresrtous

Our byeerchargeris three times faster ther 2
raormzl cherger, cortributirg to further efficiercies,
rzoucirg perticle emissior aro greerfouse gesa
Qur proouct is useo or zero-emissior kuses,
cortributirg to the reocuctior of ¢ C
emissiors ero the UK Coverrmert's target to
ret-zero by 2050
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Read our Impact Report 2021
This Report provides examples of how our products
benefit the planet and its people.

Please find it at www.discoverlEplc.com

Contributing to
improving efficiencies
in energy use

Our products are designed to minimise
energy consumption and emissions,
ensuring great performance efficiently
and effectively

ess thermosteat that customers car cortrol
sowsith flexibility
chesuseo ir Pigh-voltzge, airect currert
L electric power trersmissior systems
UriQ Heat battery: 2r erergy storzge solutior useo
ir Fouselolo koilers

Qur prooucts recuce greerbouse ges eMmissiors
Ero erergy corsurmgtior
Our HVDC techrology zllows for efficiercies by
reaucirg po losses from €5% to 3.5% comiparao
to zlterrat =thoos.
rirstzllzo ir 2 Fouserolo, our proouct
S prover erergy savirgs of betweer 40%
roceroor aloxio issior reauctiors of
% ero 40% perurit,

@D O

Innovative Electronics

Brgnngysundregistrene

Iroustrizl &
COrrectivity

&

Enhancing the
quality of life and care
for people

Trzrsportztior Meoicz]

We are improving lives through
innovation, providing products that
are used across the medical industry

Nekulisers for effective zerosol arug oelivery,
z techrious of zomiristerirg meoicztior airectly
irtothe s aralurgs
Vorlo-class DXA systems for urirg kore oersity

Trarsformers for irtersive care vertilztors

Qur proouct ircr
meaicatior. The proo syrmpton
zamittzrce zra
erts.
2, the bore osrsity
ts per azy, typiczlly eoustirg to 34300
oati
Our proouct is usso ir irtersive care vertilstors,
crovioirg life-sustzirira tilatior 2ro brezthirg
support for criticel c ztiertsir hospitels ourirg
the COVID-12 parosmic.

@ ®
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KEY STRATEGIC
INDICATORS

@ Increase share of Group revenue from D&M'

Az a percentage of Cro.p reven.e

Increase underlying
=¥25Tar
7
FY18
FY19

~

rg by C3pps
FY20

F¥21

© Build sales beyond Europe'
=Y25Tan
FY17 Zalesin Thg 28
FY18
FY19

FY20
v sigh qualizy internati

ales by =Y 202425

Asa percentage of Creup reven.e

@ Target market sales’

=¥ 2016117
A iy

Az a percentage of Cro.p reven.e

discoverlE Group plc Annual Report and Accounts
fr the year endect 21 March 2021
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KEY PERFORMANCE
INDICATORS

@ Sales growth
CER

6%
n%
4%
8%

Fy21 (4%)

33313

= Targets Well Ahead of GDP

D&M Organic

Fv17 (%)
FY18 %

FY19 10%
FY20 5%

Fy2) {4%)

@ Underlying EPS growth

» Target >10%

3%
6%
2%

Fy20 N%

Fy21 (14%)

(%) ROCE™

= Target >15%

Y17 13.0%
FY18 13.9%
FY13 15.4%
FY20 16.0%
Fy21 145%

1. Defined in Note 2 of the
financial statements

Commentary

Underlying EPS for the year
was 14% below last vear

(FY 2019/20: +11%), a
combination of the equity
issuance in the second half
last year, and increased
underlying tax rates as well
asthe impact of COVID-19.

Commentary

ROCE reduced to14.5% (FY
2019/20:16.0%} reflecting the
lower underlying operating
profit resulting from COVID-19.
First half ROCE reduced to
12.7% before recovering to
15.6% in the second half, which
is ahead of our15% target.

@ Free cash conversion®

= Target »85% of
underlying PAT

FY17 vd

wd

94%

FY18

104%

157%

1. Defined in Note 2 of the
financial statements

Innovative Electronics

Commentary

Strong operating cash flow
has translated into strong free
cash conversion {being cash
available for dividends and
acquisitions) at 157% of profit
after tax, again significantly
ahead of our 85% target. This
target was established last
vear as we seek to become

a business which can
increasingly and repeatedly
self-fund acquisitions.

Group Organic

17 %)
s 6%
FY1g 8%
Fy20 2%
Fy21 {6%)

@ Dividend growth

= Target Progressive

FY17 6%
FY18 6%
FY19 6%
FY20 6%
Fy21 6%

Commentary

Croup organic sales reduced
by 6% driven by a stronger
performance in our D&M target
markets where organic sales
were 3% lower. Second half
organic sales reduced by 3%
and returmed to growth for the
last two months of the year.

Commentary

As part of cash conservation
actions taken earlier in the year,
afinal dividend for last year was
not paid. Dividends resumed
this year at a level 6% higher
than in FY 2018/19 (the last full
dividend payment year}.

For FY 2019/20, the 6% increase
was in the H1 interim dividend
over FY 2018/19.

@ Operating profit conversion

» Target >85% of
underlying operating
profit

FY17 136%
FY18 85%
FY19 93%
FY20 106%
Fy21 141%

@ Carbon emissions

= Target 50% reduction
vs CY2019

2019
2020
Target

@ 22.911C0Oz¢/ £m turnover
@ 2154 tCO2¢/ £m turnover
@ 711.45tCO2¢e/ £m turnover

Commentary

Operating cash conversion
for the year was very strong at
141% of underlying operating
profit, significantly above our
85% target, reflecting tight
management of working
capital, working capital

inflow from lower sales and
lower capital expenditure
throughout the year. Over the
last eight years since targets
were introduced, operating
cash conversion has been
consistently strong through
the cycle.

Commentary

A new target was introduced
during the year for the
reduction of carbon
emissions from our existing
businesses by 50% over five
years. Additionally for new
acquisitions, we are targeting
that within the first five years
of awnership, at least 50%

of their energy demand is
generated from renewable
sources. For calendar year
2020, carbon emissions
reduced by 19% on a like-for-
like basis and by 6% on an
underlying basis adjusted for
the effects of COVID-19.

www.discoverlEplc.com
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STRATEGIC AND

1

“While Group sales reduced
by 4% CER to £454.3m,
strong second half order
growth resulted in a record
order book at year-end of
£181m, 15% higher than last
year at CER, and 11% higher
organically.”

Nick Jefferies

discoverlE Group plc

OPERATIONAL REVIEW

Overview

The Croup is pursuing its clear and established strategy
of focussing on growing oppertunities for customised
electronic products in targeted growth markets,
namely renewable energy, medical, transportation and
industrial & connectivity. Group organic sales were 6%
lower than last year (4% lower in the D&M division and
8% lower in the Custom Supply division) due to the
effects of COVID-19. Performance in our target markets,
which accounted for 70% of Group sales, has been better
than other markets which were more severely affected
by the global pandemic. Including acquisitions, Group
sales reduced by 3% on a reported basis and by 4% CER
to £454.3m.

As a result of the uncertainty caused by the onset of

the pandemic, customers significantly reduced their
placement of new orders in April and May 2020 to cover
a much shorter period with the result that orders for the
first half were 18% lower than last year organically with a
book to bill ratic of 0.911. The situation stabilised over the
summer, and orders picked up strongly in the second
half being 40% higher than the first half at CER and up
12% organically, as longer term orders resumed. Crders
were significantly ahead of sales with the book to bill
ratio of 11971 for the second half and 1.05: for the full year.
This strong second half order growth resulted in a record
order bock at the year-end of £181m, 15% higher than
last year at CER, and 11% higher organically.

During the year, we introduced a carbon emissions
reduction target, with the intention to reduce Group
emissions by 50% over five years. Along with the

focus on selling into markets that are aligned with

a sustainable future, this target reflects the Group’s
commitment to reducing the impact of its operations
on the environment. A good start has been made with
underlying carbon emissions reducing by 6% in calendar
2020 since last year. Overall carbon emissions reduced
by 19%, the difference being savings arising from the
impact of the pandemic on our cperations including
sites closures, freight and travel reductions.

Annual Report and Accounts
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CoOVID-19

The Group responded decisively to the emergence of

the COVID-12 pandemic, priaritising the well-being of
employees, supporting customers and trading partners,
developing fast solutions for medical market customers,
and raintaining business continuity. Whilst sales in China,
which were impacted by the pandemic at the end of last
year have recovered quickly and returned to growth, its
effects have been felt across all other regions where the
Group operates.

The Group has operations in 24 countries, with 29
manufacturing facilities in 18 of those countries across
Europe, the UK, Asia and the Americas. Four facilities

{5ri Lanka, California and two in India) were required by
government mandate to close for short periods during the
first half. By the year end, all sites were open with capacity
rmostly back to normal levels as organic sales growth
returned to the Group in the last two maonths of the year.
The recent escalation of the pandermic in India, where the
Group has two production facilities, and Sri Lanka, has
resulted in some disruption to those operations. We expect
this situation may continue for some time and are making
arrangements to mitigate the impact. The effects on the
Group overall are expected to be minimal.

With a decentralised structure, the Group was able to adapt
quickly to establish safe working practices and appropriate
distancing measures, with each business making changes
to suit its particular needs and welfare requirements. At

its peak, around 650 employees were working from home
although this has since reduced.

Innovative Electronics

During the year we took prudent actions to preserve cash
and reduce operating expenses, including:

= Deferral of non-essential capital expenditure and other
discretionary spend

= Freezesin pay rises and hiring

= 20% salary reduction for the Board and Group Executive
Committee for three months and reduced bonuses far
the Group Executive Committee

= Increased focus on working capital efficiency

These actions led to organic operating costs being 2% lower
than last year, a reduction of 4% over last year’s second

half run rate, with working capital and capital expenditure
being 13% and 43% lower than last year respectively. These
reductions all helped to achieve strong operating cash
generation for the year of £49.7m, up 26% on last year (141%
of underlying operating profits).

Additionally, during the first half, acquisitions were deferred
and no final dividend was made for the year ended 31
March 2020. By the second half with an improving outlook,
continuing strong cash generation and low gearing, the
Group repaid all UK furlough payments received, resumed
acquisitions with two deals completed, and resumed its
dividend with a 6% uplift compared with FY 2018/13, the last
year pre-pandermic.
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STRATEGIC AND

OPERATIONAL REVIEW

Sustainability and Social Responsibility

The Group provides innovative electronics that help
customers create new technologies for a sustainable world.
Applications which use our products help reduce power
consumption and increase efficiency, such as wind turbines
for renewable energy, charging infrastructure for vehicle
electrification and wireless and fibre optic communications.
This focus on sustainability forms the core of our target
markets wherg, through targeted growth initiatives, we aim
to grow our revenues organically. These trends are reported
in our key strategic indicators as target market sales.
Additionally, the Group has reduced emphasis in market
areas that are inconsistent with a long term sustainable
agenda.

Cur target sales markets are well aligned to a sustainable
agenda and last year we set curselves the goal of achieving
85% of sales from those target markets by the end of FY
2024/25. By the end of this year, sales from target markets
were 70% of Group sales and 75% of sales in our D&M
division.

Please refer to the Group’s Impact Report which will be
published online with the Annual Report and Accounts
and which illustrates how the Group is helping meet the
sustainability challenges facing the world today.

Carbon emissions

During the year we introduced carbon reduction targets for the
Group. With 29 manufacturing locations, the primary source
{80%j) of our emissions is from purchased electricity (Scope 2
emissions). The remainder are mainly from vehicles (Scope 1).

We plan to reduce emissions by sourcing electricity from
renewable and lower or zero carbon sources and to reduce
electricity demand through more efficient working practices.
This will include both sustainably generated grid sourced
power and the installation of renewable power sources at
some sites.

Itis planned to achieve a 50% reduction in carbon emissions
from existing businesses over 5 years and additionally, it is
targeted that for newly acquired businesses, within the first 5
years of ownership, at least 50% of their energy demand will
be generated from renewable sources.

During the year the Group committed to invest c.£1m in
capital expenditure for renewable energy generation in Sri
Lanka and Poland which will be installed in the coming
year. Good progress towards our targets has been made

in calendar year 2020 with a 6% year-on-year reduction in
underlying carbon emissions. Overall carbon emissions were
19% lower.

discoverlE Group plc

Brexit

As expected, discoverlE has not been materially impacted by
Brexit, and although there was some minor disruption in the
first few weeks as new border processes were established,
this has since settled.

As an international business, exposure to Brexit risks are
low, with only 12% of sales in the UK and minimal cross
border trade between the UK & the EU. The majority of sales
in the UK are of products manufactured outside the EU,
predominantly in Asia and the US, and are unaffected.

Prior to Brexit, changes had been made to some warehousing
and logistics to held a buffer stock in the country of demand
to minimise the effects of any border disruption.

Croup Strategy

The Group designs, manufactures and supplies customised
electronics, operating internationally and focusing on
structurally growing markets which are driven by increasing
electronic content and where there is an essential need for our
products. With cur target markets and global customer base,
the business is expanding both in Eurcpe and beyond Europe
(28% of Group sales and 36% of D&M sales are now outside
Europe) as we build a geographically diverse electronics group.

Acquisitions have made a significant contribution to the
development of the D&M division and over the 11 years to

31 March 2021, we have acquired 16 specialist, high margin
D&M businesses which have been integrated successfully,
helping to drive cur growth aloengside our key organic focus.
A further acquisition has been completed since the year
end. We have a well-developed and disciplined approach to
acquisitions and the use of capital, and we see significant
scope for further expansion of the D&M division with several
acquisition eppertunities in development.

Our strategy comprises four elements:

1. Grow sales well ahead of GDP over the economic cycle by
focussing on the structural growth markets that form our
target markets;

2. Move up the value chain by continuing to build revenues
in the higher margin D&M division;

3. Acquire businesses with attractive growth prospects and
strong operating margins;

4. Further internationalise the business by developing
aperations in North America and Asia.

These elements are underpinned by a core objective of

generating strong cash flows from a capital-light model,
and delivering long-term sustainable returns.

Annual Report and Accounts
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Target Markets

Cur four focus target markets of renewable energy, medical,
transportation, and industrial & connectivity, account for 75%
of D&M turnover and 70% of Group turnover. These markets
are expected to drive the CGroup’s organic revenue growth
well ahead of CDP over the economic cycle and create
acquisition opportunities.

During the year, sales to target markets continued to
perform well ahead of sales inte other markets, both in the
D&M division and in the Group overall. Target market sales
reduced by only 3% organically while other markets reduced
by 9%, resulting in D&M arganic sales being 4% lower
arganically and Group organic sales being 6% lower.

Growth inthese markets is driven by increasing electronic
content and by global trends such as the accelerating need
for renewable sources of energy and an ageing affluent
population.

Renewable Energy

Mega trend - decarbonisation and diversification of
energy sources

The increasing global requirement for clean electricity is
leading to the rapid deployment of sustainable energy
generation. According to the International Energy Agency
("IEA"), renewable energy production needs to increase by
7% p.a. globally, driving the proportion of global electricity
production coming from renewable energy to increase from
28% in 2019 to 49% in 2030. The Group's focus is on wind and
solar energy which in 2020 accounted for around two thirds
of global growth. We anticipate that demand for renewable
energy will accelerate further.

Innovative Electronics

Medical

Mega trend - sensing, analytics and artificial intelligence

Driven by the increasing use of technology in diagnosing,
monitoring and controlling medical conditions, as well as an
increasingly affluent and ageing global population which
now accounts for the majority of healthcare spending in
developed economies, the medical electronics market is
expected to continue growing steadily. The medical sensors
market is forecast to grow by 10% p.a. (2021 - 2026} according
to Mordor market intelligence.

Transportation
Mega trend - vehicle electrification

The Group is particularly focussed on rail and bus
transportation, electrification infrastructure and specialist
vehicle electrification, all of which are important for the
urban environment and consistent with the sustainability
agenda. Electronic content is increasingly driven by
electrification, safety, intelligence, automation and
convenience. External reports indicate that the rail
electrification and vehicle charging markets will grow at a
combined 11% p.a. from 2020 through to 2025,

Industrial & Connectivity
Mega trend - industrial automation and connectivity

Technelogy proliferation is creating opportunities for
widespread connectivity of equipment and devices, and is
being increasingly adopted in industry and autemation for
remote monitaring and control. With a focus on sustainable
markets, we concentrate on improving efficiency in industrial
market applications that are aligned with a sustainable
growth agenda, including fibre optic and wireless
connectivity applications within these markets. According to
Grandview research, the global industrial automation market
is forecast to grow by 8.6% p.a. from 2019 to 2025.

www.discoverlEplc.com 27
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STRATEGIC AND

OPERATIONAL REVIEW

Engineering-led Sales Model
Cur business model has three core capabilities:

= Engineering - our primary and leading differentiator.
By understanding cur customers’ design challenges we
design and create products that address their specific
needs.

= Manufacturing - we manufacture individually designed
products to a repeatedly and consistently high standard
at one or moere of our production facilities internationally.

= Logistics - we supply our products internaticnally to
customers’ various production locations over the life of
their demand, typically for five to seven years.

We apply these capabilities to develop long term,

embedded relationships with our customers as follows:

= Understanding customer needs

- By listening to and understanding customers’ needs,
we help solve their technical challenges to create
more effective, efficient, productive and sustainable
equipment and comply with increasingly stringent
environmental, health, safety and performance
requirements.

= Enduring customer relationships

— Cur sales model creates a unique understanding of
customers’ needs and builds long term relationships
that last for many years.

discoverlE Group plc

= Engineering-led solutions

- By applying our extensive technical knowledge of
applications and design, cur engineers create unique
products for customers’ specific needs.

= Recurring revenues

— Ourdesigns are specified into our custormers’ system
designs, leading to multiple years of repeated monthly
dermand and creating stable, recurring revenue
streams.

= Regional manufacturing

- Manufacturing locations in Europe, Asia and the
Americas provide regional supply for customers,
reducing transit times, costs and environmental
impact as well as providing flexibility and reducing
risk of disruption.

Additionally, we acquire businesses with similar
characteristics, building our product capability and
internaticnal presence. With many customers operating
internationally, it is necessary for us to have a presence in
the major regions of the world and with the market being
highly fragmented, nurercus opportunities exist for us to
acquire complementary businesses.

Annual Report and Accounts
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Key Strategic and Performance Indicators

Since 2014, the Group’s progress with its strategic objectives and its financial perforrmance have been measured through
key strategic indicators ("KSIs") and key performance indicators {"KPIs"). Our KSI targets have been raised each time they are

achieved, and in June 2020, we set increased targets for 31 March 2025, ©

]

Key Strategic indicators FY14  FY15 FY16 FY17 FY18 FY12 FY20 FY2] FY25 E

Target 9

1. Increase share of Group revenue from D&M'  18% 37% 48% 52% 57% 61% 64% 65% >75% g

2. Increase underlying operating margin 3.4% 4.9% 5.7% 5.9% 6.3% 7.0% B0% 77% 12.5% ﬁ
3. Build sales beyond Europe! 5% 12% 17% 19% 19% 21% 27% 28% 40%
4. Target market sales' n/d n/d n/d 56% 2%  66% 68%  70% 85%

1. As a percentage of Group revenue

n/d: not previously disclosed

During the year, the Group made further progress with its KSls despite the impact of COVID-19.

= The higher margin D&M division delivered 65% of Group = 28% of Group sales were beyond Europe, in line with last 8
sales, up Ippt on last year (FY 2019/20: 64%), generating year, with sales arising from stronger organic growth in 5
87% of the Group’s underlying operating profit Asia and the acquisition of the US based Phoenix, being g
contribution (FY 2019/20: 84%j; importantly, customer offset by weaker organic sales in North America and the 3
concentration remains low with no single customer acquisition of the Germany based Limitor. We continue to g
accounting for more than 7% of Group sales; seek acquisitions with high quality international revenues =

= Underlying operating margin was impacted by reduced with a target to reach 40% of sales by FY 2024/25; and 2
sales in the year resulting from the global slowdown = InJune 2020, we introduced a new mid-term target of S

. . Lo 5
caused by the pandemic partly offset by savings from achieving 85% of Group sales from our target markets, all
lower operating costs, reducing by 0.3ppts to 7.7%. We of which have long-term growth momentum. Since first
aim to achieve organic margin improvement through publishing this data, target market sales have increased
growth-based efficiencies and to acquire businesses from 56% of Group sales in FY 2016/17 to 70% this year, with
with margins that are higher than our D&M division, with an increase of 2ppts over last year. As in previous years, sales
a target in the next four years to increase the Group's in target markets outperformed sales in other markets
margin to 12.5%; with target market sales in D&M reducing by 3% organically @
compared with other markets which were 10% lower. S
£
[
Key Performance indicators FY14  FYI5 FY16 FY17 FYI8 FY19 FY20 FY21 Target =
=
1. Sales growth %
CER 17%  36%  14% 6% 11% 14% 8% (4%) 9
. Well ahead o
D&M organic 3% 9% 2% {1%) 1% 10% 5% {495) of GDP £
Group organic 2% 3% 3% (196) 6% 8% 2% (6%) "
2. Underlying EPS growth 20% 31% 10% 13% 16% 22% 1% (14%)  »10%
3. Dividend growth 10% 1% 6% 6% 6% 6% 6%' 6% Progressive
4. ROCE? 15.2%  12.0% 11.6%  130% 137%  154% 160% 145%  »15%
5. Operating profit conversion® 1W00%  104% 100% 136%  85% 93% 106% 141% »85% of underlying
operating profit
6. Free cash conversion® 94%  104%  157%  >85% of c
underlying PAT _‘c_‘)
[
7. Carbon emissions (6%)%  50% reduction E
to CY25 o
[=

1. 8% increase in the H1 201%/20 interim dividend; a final dividend was not proposed for FY 2013/20 due to COVID-19 -

2. 6% increase over FY 2018/12, the last full dividend payment year ;::

3. Defined in note 2 of the Group consolidated financial statements o

4. Annual carbon emissions for CY 2020 reduced by 19% on a like-for-like basis and by 6% on an underlying basis {adjusted to normalise the

impact of COVID-19)

Innovative Electronics
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STRATEGIC AND

OPERATIONAL REVIEW

The performance of each of our KPIs for this year was as
follows:

= Group crganic sales reduced by 6% driven by a stronger
performance in our target markets in D&M where organic
sales were 3% lower. Second half organic sales reduced
by 3% and returned to growth for the last two months of
the year;

= Underlying EPS for the year was 14% below last year (FY
2019/20: +11%), a combination of the equity issuance in the
second half last year, increased underlying tax rates and
the impact of COVID-19;

= As part of the cash conservation actions taken earlier in
the year, a final dividend for last year was not paid. With
greater visibility and improving conditions, dividends
resumed this year at a level 6% higher than in FY 2018/13
{the last full year dividend payment year), aligned with
our pregressive dividend policy;

= RCCE reduced to 14 5% (FY 2019/20: 16.0%) reflecting
the lower underlying operating profit resulting from
CCOVID-19. First half ROCE reduced to 12.7% before
recovering to 15.6% in the second half, ahead of our 15%
target;

= Operating cash conversion for the year was very strong
at 141% of underlying operating profit, reflecting tight
management of working capital, working capital
inflow from lower sales and lower capital expenditure
throughout the year. Over the last eight years since
targets were introduced, operating cash conversion has
been consistently strong through the cycle;

= Strong operating cash flow has translated into strong
free cash conversion {being cash available for dividends
and acquisitions) at 157% of profit after tax. This target
was established last year as we seek to become a
business which can increasingly and repeatedly self-fund
acquisitions; and

= A newtarget was introduced during the year for
the reduction of carbon emissions from our existing
businesses by S0% over five years. Additionally for new
acquisitions, we are targeting that within the first five
years of ownership, at least 50% of their energy demand
is generated from renewable sources. For calendar year
2020, carbon emissions reduced by 19% on a like-for-like
basis and by 6% on an underlying basis adjusted for the
effects of COVID-19.

discoverlE Group plc

Order Book

During the second half, the Group order book grew strongly
and finished the year at a record level of £181m, an increase
of 15% CER compared with last year. Second half orders
increased 29% over the first half more than offsetting the 11%
year on year reduction in the first half. ©On an organic basis,
the Group order book increased by 11%.

The order book is driven by repeating revenues from
existing customer projects as well as by the conversion of
new project design wins inte new orders. The pandermic had
the effect of customers tempeorarily shortening their order
windows amidst the uncertainty. During the second half,
custormers resumed placing longer term orders. Over 80% of
the order book is for delivery within twelve months from the
time of order.

Design Wins

Project design wins are a measurernent of new business
creation. By working with customers at an early stage in
their project design cycle, we identify opportunities for our
products to be specified into their designs, which then lead
to future revenue streams.

Design wins were 15% lower for the year, with the second
half being 12% lower and the first half 19% lower. Second half
design wins were 3% higher sequentially than the first half
and were supported by an increase in new project activity,
albeit that this was still lower than for the same prior year
period.

Over 90% of design wins in the D&M division and 60% in the
Custom Supply division were in the target markets.

The Group has a strong bank of design wins built up cver
several years that creates the basis for the strong order
growth now being experienced.

Annual Report and Accounts
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Divisional Results

Divisicnal and Group performance for the year ended 31 March 2027 are set out and reviewed below.

FY 2020/21

Divisions Revenue Underlying Margin

£m operating £m
profit’

£m

Revenue

FY 2019/20

CER
revenue
growth

Revenue
growth

Underlying Margin
operating

profit

£m

Organic
revenue
growth

Design & 296.6 377 127% 2979 281 12.8% 0% (1%) (4%)
Manufacturing

Custom Supply ~ 157.7 56 3.6% 1685 73 4.3% (6%) (8%) (8%)
Head office costs (8.1) (8.3}

Total 4543 352 7.7% 4664 377 8.0% (3%) (4%) (6%)

1. Underlying operating profit excludes acquisition-related costs.

Design & Manufacturing Division

The D&M division designs, manufactures and supplies
highly differentiated, innovative components for electronic
applications. Cver 85% of the products are manufactured in-
house, with the division’s principal manufacturing facilities
being in China, Hungary, India, Mexicg, the Netherlands,
Poland, Slovakia, Sri Lanka, Thailand, the US and the UK.

Growth in the first half was impacted by short term site
closures, as required by local government regulations in

Sri Lanka, India and the US to combat COVID-19. These
sites were all apen during the second half and operating

at normal capacity by the end of the year. Cur two Chinese
facilities, which were closed temporarily in the fourth
quarter of the last financial year, recovered quickly with
Asian sales up 11% this year. All other sites remained open
throughout the year, several with essential supplier status
classification, and a number operated at reduced capacity
but are mostly now back to normal capacity. At the time of
writing, lockdown restrictions are affecting our sites in India
and Sri Lanka and while causing some disruption, these are
minor in nature at a Group level.

Dermand in cur German and Rest of Europe businesses was
resilient with organic sales 3% and 1% lower than last year
respectively. Crganic sales in other territories were maore
impacted, including the UK (15% lower), the Nordic region
(8% lower) and North America (17% lower). Asia and North
America now account for 36% of D&M revenues up from 22%
five years ago. Demand was much better in target markets
(75% of D&M sales) with sales only 3% lower than last year
compared with 9% in the other markets.

Innovative Electronics

Crganic orders recovered strongly in the second half
increasing by 10%, partially offsetting an 18% fall in the first
half for a net 4% organic reduction for the year to £307.0m
with a book to bill ratio of 1.04:1. Second half orders were 40%
higher than the first half at CER.

The second half also saw a noticeable improvement in
arganic sales being only 2% lower than last year compared
with 7% lower in the first half for a net 4% reduction

in organic sales for the year. Together with a 3% sales
contribution from acquisitions, overall reported sales of
£296.6m were broadly level with last year (FY 2019/20:
£297.9m), with second half reported sales increasing by 1%.

D&M revenue was 65% of Group revenue, an increase of 1ppt
over last year (FY 2019/20: 64%) and further progress towards
our mid-term target for D&M to exceed 75% of Croup
revenue.

Underlying operating profit of £37.7m was £0.4m (1%) lower
than last year (FY 2019/20: £38.1m), or 1% lower at CER, and
was 87% of the Group’s underlying profit contribution, up
3ppts on last year (FY 2019/20: 84%).

The underlying operating margin of 12.7% was 0.1ppts lower
than last year (FY 2019/20:12.8%) reflecting the positive effect
of operating efficiencies and higher margin acquisitions
largely offsetting the impact of lower sales resulting from
the pandemic.
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STRATEGIC AND

OPERATIONAL REVIEW

Acquisitions

We acquire businesses that are successful and profitable
with good growth prospects, led by entrepreneurial
rmanagement teams where we can invest for growth and
aperational performance developrment. We operate a
decentralised structure and an entrepreneurial culture with
the business unit leadership em powered to make decisions
and act quickly. The market is highly fragmented with many
opportunities to acquire and consolidate. According to
circumnstances, the Group adds value in some of or all of the
following areas:

= Internationalising sales channels and expanding the
customer base, including Group cross-selling initiatives;

= Focussing sales development onto target market areas
and enabling growth with larger customers;

= Developing and expanding the product range;

= |nvesting in management capability ('scaling up’) and
succession planning;

= Capital investment in manufacturing and infrastructure,
improving efficiency in manufacturing, warehousing and
freight;

= Finance & administrative support, such as treasury,
banking, legal, pension, tax & insurance;

= Installing Group risk, control, ESG and diversity policies;

= Longer term strategic planning for the business; and

= Expanding the acquired business through further
acquisitions.

S h
e 3

discoverlE Group plc

During the year, the Group completed two acquisitions:-

1. In October 2020, the trade and assets of Phoenix America
Inc {("Phoenix™), a US designer and manufacturer of
rmagnetically actuated sensors, encoders and related
products, for an initial cash consideration of $11.0m
{£8.5m]) on a debt free, cash free basis and a contingent
payment of up to $1.5m (£1.2m), subject to the
achievement of certain growth targets over a three year
period. Phoenix is based in Fort Wayne, Indiana.

2. In February 2021, Limitor CrbH, a German designer
and manufacturer of custom thermal safety sensors and
limiters, for an initial consideration of €14.5m (£12.8m) on
a debt free, cash free basis and a contingent payment of
up to €3.5m (£31m) subject to the achievement of certain
growth targets over a three year period. Limitor is based
near Urbach, Germany, with production in Pécs, Hungary.

Both will operate within the Varichm business cluster in
the D&M division, retaining their distinct brand identity
and high-quality management. Their complementary
praduct ranges and wider access to customers will create
cross-selling epportunities in our target markets which are
expected to drive further growth.

Also, since the year end, in May 2021, we completed the
acquisition of Control Products Inc ("CPI"), a New Jersey,
USA, based designer and manufacturer of custom, rugged
sensors and switches, for $11.4m (£81m) on a debt free, cash
free basis.

In the T years to 31 March 2027, the Group has successfully
completed 16 D&M acquisitions contributing to an increase
in D&M revenues from £15m in FY 2012/13 to £297m in FY
2020/21 with Group operating margins increasing by 5ppts
to 8% over the same period, and increasing D&M operating
margins to ¢. 13%. The Group's operating model is well
established, facilitating the smnooth integration of acquired
businesses, with a combination of investment in growth
and efficiency while leveraging the Group’s commercial
infrastructure. The D&M businesses acquired and owned for
at least two years, delivered an average return on investment
of 16% over the life of those acquisitions, ahead of cur target
of 15%. While this is a 1ppt lower average than last year

due to the pandemic’s impact on profits, it illustrates the
strength and resilience of cur acquired businesses.
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Custom Supply Division

The Custom Supply division provides custormised electronic,
photonic and medical products for technically demanding
applications in industrial, medical and healthcare markets.
The business aperates similarly to the D&M division, but with
products that are maostly sourced from third party suppliers
rather than manufactured in-house. As such, operating
margins are lower than in the D&M division. Additionally, the
division acts as a sales channel through which to cross-sell
D&M products.

The division comprises two businesses, Acal BFi and Vertec.
Acal BFi supplies industrial markets and accounts for
rmost of the divisional revenue. It supplies products from
third party manufacturers to customers in five technology
areas: Communications & Sensors, Power & Magnetics,
Electrormechanical & Cabling, Microsystems, and Imaging
& Photonics. The business operates across Europe, with
centralised warehousing, purchasing and finance, supplier
contact management and IT systems. Vertec supplies
exclusively sourced medical imaging and radiotherapy
products inte medical and healthcare markets in the UK
and South Africa.

The division’s trading for the year was more impacted by
the pandemic than D&M, due to sales being predominately
in Europe and with a lower percentage of sales in the more
resilient target markets (60% of sales in target markets in
Custom Supply compared with 75% in D&M). Reported
divisional revenue was 6% lower than last year at £157.7m (FY
2019/20: £168.5m) with organic sales 8% lower, the difference
being the translation benefit from a net weakening of
Sterling compared with last year. The second half saw

a noticeable improvement with organic sales 6% lower
compared with 10% lower in the first half. Orders of £173.0m
were in line with last year organically with a book to bill ratio
of 1.09:7. Similar to D&M, second half orders increased by 16%
organically, offsetting a similar level fall in the first half to be
¢.40% ahead of first half levels.

Underlying operating profit for the year reduced by £1.7m on
last year to £5.6m {or £1.8m lower at CER} with an underlying
operating margin of 3.6% (FY 2019/20: £7.3m at 4.3%). Gross
margins remained strong and operating expenditure
reducing 4% compared with last year's second half run rate,
partly offsetting the impact of lower sales.

Innovative Electronics

Summary and Outlook

This year challenged us in ways we couldn’t have foreseen.
Our dedicated employees responded quickly, creating a
new narmal operating environment with COVID safety at its
core, whilst continuing operations with minimal disruption
to customers.

The second half saw a strong recovery following the
uncertainty of the first half, with orders increasing
organically by 12% year-on-year and the Group returning to
arganic sales growth by the year end. A record order book,
up 15%, leads the way for sales growth in the year ahead.
Together with robust gross margins and tight management
of expenditure throughout the year, underlying earnings
ended the year ahead of expectations.

Cash generation was excellent with £38m of free cash
flow for the year reducing gearing to 1.1x. As well as
demonstrating the cash generating capability of our
businesses and the strength of the operating model,
this provides us with the capacity to pursue further value
enhancing acquisitions.

The new financial year has started well with organic
sales growth ahead of last year and the year before and
continuing strong orders running ahead of sales across
all territories.

With a clear strategy focussed on long-term high quality
growth markets, a diversified customer base, excellent order
book and a strong pipeline of acquisition opportunities,

we are well positioned to make further progress on our key
strategic priorities.

Nick Jefferies
Group Chief Executive

03 June 2021
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FINANCE
REVIEW

“The Group continues to be
highly cash generative, with
free cash flow for the year
of £37.6m, an increase of
38% over last year.”

Simon Gibbins

2021 HIGHLIGHTS

GROUP GROSS MARCGIN

OPERATING CASH FLOW

discoverlE Group plc

Revenue and Orders

Reflecting the impact of the pandemic across the
Group, sales of £454.3m were 6% lower organically
than last year, second half sales being 3% lower and
first half sales being 8% lower. The acquired businesses
of Sens-Tech in Cctober last year, and Phoenix and
Limitor this year, added 2% to sales, such that overall
Group sales reduced by 3% on both a CER and
reported basis (FY 2019/20: £466.4m).

FY Fy
£m 2020/21 2019/20 %
Reported revenue 454.3 466.4  (3%)
FX translation 4.6
impact
Underlying revenue 454.3 4710 (4%)
(CER)

Acquisitions (9.5) -
Organic revenue 444.8 4710 (6%)

With 90% of Group sales in non-Sterling currencies, the
translation of Group results into Sterling was positively
impacted by Sterling being on average 2% weaker
against the Euro and Noerdic currencies during the year,
partially offset by 3% strength against the US dollar.

Group orders reduced by 2% organically for the year to
£480.0m with a book to bill ratio of 1.06:1. Second half
arders rebounded strongly growing 12% organically
with a book to bill ratio of 1.19:1 following the pandemic-
impacted first half with orders 18% lower and a bock to
bill ratic of 0.91:1.

Gross Margin and Gross Profit

Group gross margin increased 0.6ppts in the year to
34.2% (FY 2019/20: 32.6%). This is the highest Group gross
rmargin since the current strategy was implemented

11 years ago. Crganic grass margins were robust and
increased by 0.1ppt with high gross margin acquisitions
adding 0.5ppts.

With the benefit of the higher gross margin year-on-
year, grass profit for the year of £1553m was only 1%
lower than last year (FY 2019/20: £156.7m).

The Group continues with its policy of hedging foreign
exchange transactions from the point of order through
to settlement.

Annual Report and Accounts
T Raron 202
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Underlying Operating Costs

At the outset of the pandemic, the Group took prudent actions to preserve cash and reduce expenditure including deferral g

of discretionary spend, freezes in pay rises and hiring, a three month 20% salary reduction for the Board and Group Executive &

Committee and reduced bonus opportunity for the Group Executive Committee. The combined effect of these actions was %

to reduce Group underlying operating costs for the year by 2% crganically and by 4% compared with the second half run rate o

from last year. -};
FY 2% ]

m 2020/21 2019/20 %

Organic operating costs Nn8.0 1204 (2%)

Acquisition operating costs 21

Underlying operating costs (CER) 120.1 1204 0%

FX translation (0.8)

Underlying adjustrnents 14.5 133 8

(see below) 5

Reported operating costs 134.6 132.9 1% g

>

FY FY 3

£m 2020/21 2019/20 ]

©

Selling and distribution costs 57.8 581 'g_

Administrative expenses 76.8 748 S

Reported operating costs 134.6 132.9

Croup Operating Profit and Margin

Group underlying operating profit for the year was £35.2m, a reduction of £1.9m on last year (FY 2019/20: £37.1m), delivering
a Group underlying operating margin of 77%, 0.3ppts lower than last year (FY 2019/20: 8.0%).

Reported Group operating profit for the year (after accounting for the underlying adjustments discussed below) was £20.7m, ]
£31m lower than last year. 5
FY 2020/21 FY 2019/20 £
Operating Finance Profit before Operating Finance  Profit before E
£m profit Cost tax prof it Cost tax ]
Underlying 352 (3.7) 315 371 {(4.3) 328 '§
Underlying adjustrnents 2
w
Acquisition & merger expenses (2.0) - (2.0) (4.0) - (4.0)
Amortisation of acquired intangibles 1.1) - m.1) (2.0) - (2.0}
Legacy pension cost (1.4) - (1.4) (0.3) - {03}
Reported 207 (3.7) 17.0 23.8 {4.3) 195

Other Information

Innovative Electronics wiww.discoverlEple.com
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FINANCE
REVIEW

Underlying Adjustments

Underlying adjustments for the year comprise acquisition and merger expenses of £2.0m (FY 2019/20: £4.0m), the amortisation
of acquired intangibles of £111m (FY 2019/20: £90m) and the IAS19 legacy pension cost of £1.4m (FY 2019/20: £0.3m).

Acquisition expenses of £2.0m mainly comprise the transactions costs incurred in acquiring Pheenix and Limitor, cngoing
transaction costs and the integration costs of North American businesses within the Noratel cluster. The £2.1m increase

in the amortisation charge since last year to £11.1m relates to the annualisation of the amortisation charge for Sens-Tech
together with amortisation for Phoenix and Limitor. The increased pension charge of £1.1m compared with last year relates
mainly to a one off adjustment relating to historic commutation terms for legacy scherne members.

Financing Costs

Total finance costs for the year were £3.7m (FY 2019/20: £4.3m). This year's charge comprises underlying finance costs

{being interest and facility fees arising from the Group's banking facilities) of £3.1m (FY 2019/20: £3.7m) and an IFRS 16
interest charge of £0.6m, in line with last year.

Finance costs (excluding IFRS 16 interest charge) of £31m were £0.6m lower than last year due to lower average net debt this
year resulting from strong cash generation.

Underlying Tax Rate

The underlying effective tax rate for the year was 24%, an increase of 4ppts over last year due to a greater proportion of group
profits arising in higher taxed countries, such as China, and the recognition last year of certain tax losses not available this year.

The overall effective tax rate of 29% (FY 2019/20: 27%) was higher than the underlying effective tax rate due to there being
no tax relief on acquisition costs and a lower rate of tax relief on amortisation of acquired intangibles (within underlying
adjustments abovej.

Profit Before Tax and EPS

Underlying profit before tax ("PBT") for the year of £315m was £1.3m lower than last year (FY 2019/20; £32.8m), with underlying
EPS for the year reducing to 26.0p (FY 2019/20: 30.2p). Cn the back of improving conditions, underlying PBT rebounded in the
second half rising £0.5m on last year (+3%) partly offsetting a £1.8m reduction in the first half at the height of the pandemic.
The reduction in underlying EPS of 14% was higher than that for underlying profit before tax (4%) due to higher underlying
tax rates and the issuance of new equity in October 2019, increasing weighted average fully diluted shares by 6% to 92.2m
shares (FY 2019/20: 86.8m shares).

FY 2020/21 FY 2019/20

£m PBT EPS PBT EPS
H1 Underlying 13.8 N.3p 156 14.4p
H2 Underlying 17.7 14.7p 17.2 15.8p
FY Underlying 315 26.0p 32.8 30.2p
Underlying adjustments

Acquisition & merger expenses (2.0} 4.0}

Amortisation of acquired intangibles m.my (2.0)

Legacy pension cost (1.4) (0.3)

Reported 17.0 13.0p 195 16.5p

After the underlying adjustments above, reported profit before tax was £17.0m, a reduction of £2.5m compared with last year
{FY 2019/20: £19.5m) with reported fully diluted earnings per share of 13.0p reducing by 3.5p compared with last year
{FY 2019/20: 16.5p).

discoverlE Group plc Annual Report and Accounts
for the year ended 31 March 2021
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Working Capital

Working capital at 31 March 20271 was £61.6m, equivalent to 13.1% of annualised second half sales at CER and was £23m

(13%) lower than the prior year (31 March 2020: £70.9m at 14.4% of annualised sales). This reduction is partly due to the lower
dernand in the year with organic sales reducing by €%, and partly reflects tight management across the Group, with debtor
days reducing 4 days to 48 days partly offset by creditor days decreasing by 2 days to 61 days. Due to the lower sales, stock
turns reduced by 0.2 turns to 5.0 turns.

Working capital performance was strong across both divisions: in D&M, working capital was 17.0% of sales (FY 2019/20:17.7%)
and in Custom Supply, it was 9.6% of sales (FY 2019/20: 11.1%).

Return on Capital Employed

ROCE for the year (return on capital employed, as defined in note 2 to the Group consclidated financial statements)
including an annualisation of acquisitions, was 14.5%, a reduction of 1.5ppts on last year reflecting lower underlying operating
profit resulting from COVID-139 taking it below our target of 15%. The impact was particularly noticeable in the first half

with ROCE reducing to 12.7% before recovering to 15.6% in the second half, ahead of our target. The full year Group ROCE is
expected to improve further next year.
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Cash Flow 2

Net debt at 31 March 2021 was £47.2m compared with £61.3m at 31 March 2020. Excluding spend on acquisitions, net debt E

reduced by £35.9m in the year (59% of last year's net debt) demonstrating centinuing strong cash generation by the Group. 2

<]

FY FY 9

£m 2020/21 2019/20 =

Opening net debt (61.3) (63.3) 2

Free cash flow (see table below) 376 273 S
Acquisition related cash flow (21.8) (75.9)
Equity issuance 0.1 605
Dividends (2.8) 81
Foreign exchange impact 1.0 (1.8}
Net debt at 31 March (47.2) {613}

w

While dividends and acquisitions were put on hold in the first half as part of cur cash preservation measures in response E

to the pandemic, the second half saw a resumption of both as conditions improved. The acquisitions of Phoenix and £

Limitor, associated acquisition expenses and earncut payments totalled £21.8m. The acquisition outflow last year of £75.9m %

comprised the acquisition of Sens-Tech in October 2019 for £58.4m together with Hobart and Positek acquired in April 2019, b

The payment of an interim dividend of £2.8m was £0.2m higher than last year's interim following a 6% increase. Included last I

year was £5.5m paid in respect of the FY 2018/19 final dividend payment with no final dividend paid for FY 2019/20. E

<

£

c

2

=
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3
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FINANCE
REVIEW

Cperating cash flow and free cash flow (see definitions in
compared with last year, are shown below:

note 2 to the CGroup consolidated financial statements) for the year

FY FY
m 2020/21 201920
Underlying profit before tax 315 328
Net finance costs 37 43
Non-cash itemnsg* 13.2 135
Underlying EBITDA 48.4 50.6
Working capital 1.6 16
Capital expenditure (3.6) 6.3}
IFRS 16 6.7) (6.6)
Operating cash flow 49.7 39.3
Net finance costs (37) (3.7}
Taxation (7.2) (6.4}
Legacy pensions (1.8} (1.8}
Executive share option exercises - {01}
Free cash flow 37.6 27.3

*Non-cash items are depreciaticn, amortisaticn and share based payments. Includes £6.6m IFRS 16 depreciation for FY 2020/21
(FY 201%/20: £6.6m)

Underlying EBITDA of £48.4m was 4% lower than last year (FY 2019/20: £50.6m). With a heightened focus on working capital
optimisation during the year and partly as a result of a 6% reduction in organic sales, an £11.6m inflow was generated from
working capital compared with an inflow of £1.6m last year. Around 50% of this year's savings are expected to reverse as we
invest in working capital to support growth.

Capital expenditure was also restricted during the year to mainly maintenance costs giving a 43% reduction to £3.6m
(FY 2019/20: £6.3m). Capital expenditure levels are expected to increase next year to around £8.5m spend for the full year.

Combined with the other cash conservation measures taken by the Group this year, £42.7m of operating cash was generated
in the year, an increase of 26% over last year (FY 2019/20: £29.3m). This represents 141% of underlying operating profit during
the year, well above our 85% target. Over the last 7 years, the CGroup has consistently achieved high levels of cash conversion
averaging in excess of 100%.

Finance cash costs of £3.1m were £0.6m lower than last year due to reduced average net debt balances in the year.
Tax payments of £7.2m were £0.8m higher than last year, reflecting last year’s increased Croup profitability.

Free cash flow (being cash flow before dividends and acquisitions) for the year was £37.6m, an increase of 38% over last year
(FY 2019/20: £27.3m). Our free cash conversion for the year was 157% of profit after tax, again well ahead of our 85% target.

Banking Facilities

The Group has a £180m syndicated banking facility which extends to June 2024, together with a £60m accordion increasing
the total facility to £240m if required. The syndicated facility is available both for acquisitions and for working capital
purposes.

With net debt at 31 March 2021 of £47.2m, the Group’s gearing ratio at the end of the year (being net debt divided by
underlying EBITDA as annualised for acquisitions) was 1.1x a reduction of 0.15x from last year despite completing two
acquisitions. Excluding the acquisitions, on a like-for-like basis, the gearing would have been 0.7x at the year end. Including
the post year end acquisition of CPI, pro-forma gearing at 31 March 2021 increased tae 1.25x; with cur target gearing range
being between 1.5x and 2.0x, plenty of debt capacity remains for further acquisitions.

Annual Report and Accounts
for the year ended 31 March 2021
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Balance Sheet

Net assets of £208.8m at 31 March 2021 were £8.3m higher than at the end of the last financial year (31 March 2020: £2005m).
The increase primarily relates to the net profit after tax for the year of £12.0m offset by dividends paid in the year and
rmovements on the Group's legacy defined benefit scheme. The maovement in net assets is summarised below:

£
]
FY )
m 2020/21 o
o
Net assets at 31 March 2020 200.5 'uﬁ;a
Net profit after tax 12.0 ®
Dividend paid (2.8) &
Currency net assets - translation impact (0.6)
Loss on defined benefit scheme (2.8)
Shares issued 01
Share based payments (inc tax) 2.4
Net assets at 31 March 2021 208.8
g
Defined Benefit Pension Scheme Risks and Uncertainties c
<
The Group’s 1A519 pensicn liability, associated with its legacy The principal risks faced by the Group are covered in more 5
defined benefit pension scheme, increased during the detail on pages 47 to 52. These risks are: the economic 3
year by £2.8m from a surplus of £1.8m at 31 March 2020 tc a envirenment, particularly linked to the impact of COVID19; g
deficit of £1.0m at 31 March 2021. the impact arising from the UK’s decision to leave the 'E
i . Eurcopean Union; the performance of acquired companies; o
At the end of last year, corpeorate bond yields temporarily ) P L P . 4 P . o
. . ) ) climate-related risks; loss of major custorers or suppliers; F]
increased due to the COVID-19 situation, converting the . - . . i o
L technological change; major business disruption; cyber
net liability at 31 March 2019 of £2.5m to a net surplus at 31 L o )
) ; security; loss of key personnel; inventory cbsolescence;
March 2020. Since last year end, corporate bond yields have T )
. L ) product liability; liquidity and debt covenants; exposure to
reverted back to previous levels and historic commutation . Lo )
. adverse foreign currency movements; abligations in respect
rates for legacy scheme members have been subject to a . . . )
; T L of a legacy defined benefit pension scheme; and non-
one off adjustment, resulting in a £1.0m liability at the year ; ) .
L compliance with legal and regulatory requirements.
end. Over the last two years, there has been a net liability
reduction of £1.5m. The Group’s risk management processes cover ..2
. [P ) c
Annual payrents of £1.8m are payable, growing by 3% |d<_arjt|f|;at|on, _|mpact assessm(?nt, likely occurrence ?nd €
) ) ) ritigation actions where practicable. Some level of risk, H
each year until September 2022 in accordance with the . . s -
) ) however, will always be present. The Group is well positioned [
plan agreed with the pension trustees as part of the maost : e . ) 5
. ; i to rmanage such risks and uncertainties, if they arise, given v
recently completed triennial valuation at 31 March 2018. . ) ) . [
The next triennial valuation will be at 31 March 2021 Its strong balance sheet, committed banking facility of 9
’ £180m and the adaptability we have as an organisation. The =
Group’s perforrmance over the last year has demonstrated E
this well.
Simon Gibbins
Group Finance Director
03 June 2021
c
2
=
]
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£
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RISK
MANAGEMENT

dit and Risk Committee
Reviews effectiveness of Group's risk management framework

Board
= Overall responsibility for corporate strategy
and risk management and internal controls

»  Definesthe Grour

J

appetite for risk Oversees effectivenes oup Internal Audit

GCroup Executive Committee

= Management of the Group and delivery of the strategy

= Monitering of key risks and compliance with relevant laws

= Regular reviews of the Group's risk management framework

Divisional Management Group Functions Group Internal Audit

= Qversight and review of cperational risks L]

Operating Companies

These include Finance, ]

Treasury, Risk and ITand
are responsible for the
integration of the rigk
management framework

Monitors compliance with
the Group's internal centrels
and policies

Cenducts or commissions
internal audits

Irogperasrt reportirg lire

= |dentify internal and external ris
le for the implementation of risk
n actions and internal controls and

>licies
pliance with relevant laws

ork follows 2

Tre Compzsrysrisk maragemert frams 253
three lires of asferce moosl. The first lire of asferce is
op jorzlmsz rmertir our busiresses. Dey-to-ozy
risk ms mert cortrols, policies ero proceaur:
imglemeartzo zro moritoreo by the loczl mars

teems with oversight era review by Divisiorz

Tris is coroucteo withir 2 series of osle

Relevart irtarrzl cortrol systems rplzce to

e the Croup's busiress risks

Tre Croug op oecerirzlisea moa (

zro results ariver with 2 strorg cultures of opar, corstructive
commuricatior era s s tolister. The Croup
Irterrzl Auoit furctior zpgelies this culture ir Fow it ope

zro moritors meattars zcross the Group.

Ir pursuirg the Groug strateqy (oetzile 2qes 18 1o
= T key ok ectives zlly for the
Sroup ara fo F Busiress urit. Progrs rstthese
is reportec or isto Divisior ez0 Office
furctiorz! ma yemert, the Croug Executive Committes
zrothe Bozro, Havirg 2 clesr uroerstzroirg of our strategy
a ob ectives zssists with the effective ioertificatior 2ro
=mert of existirg or emergirg risks thet bave the
e ok ectives from beirg

ioertify, &

Tre secoro lire of oeferce comprises Croup furctiors
such zsrisk, firerce 1Tt o tax. This focuses or
moritorirg zro complizrce witk risk cortrol systems zro
processes implemsrteo by the Group,

Tre Croup Irterrzsl Auait furctior provioes iragperasrt
zssurerce of the operztior of risk meareg ses.
irterrzl cortrols 2ro goverrarce, 2ro serves 2s the thiro lire

estrictiors, ioertifyirg those meztters that coulo ke
emotely. Other activities carrizo out by the furctior ircluce
eviewirg aro upostirg Croup policies aro imgerovirg
processes ero proceoures whers opporturities for
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Risk Profile

The Group’s averall risk profile is mitigated by a number of
overriding factors, including:

= Our business units operate largely independently of one
another and so if an issue arose in any one business, it
would be unlikely to affect other businesses in the Group.

= We operate in 24 countries and no single country
represents more than 21% of group turnover or profit.

= Most of the Group’s businesses operate on separate IT
systems, which assists in minimising the risks of a major
cyber security incident affecting the wider Group.

= The Group operates from over 70 separate sites and so
if an incident were to occur at one site, that would not
directly affect the other businesses within the Group.
Further, there exists the ability to switch production
between certain sites if needed, which the Group did at
certain times during the last year, where facilities were
affected by COVID-19.

= The Group has very limited reliance on any single
customer or supplier, with the largest custormer
representing less than 7% of revenue and the largest
supplier representing less than 4%.

= The Group manufactures and sells multiple product lines,
across multiple geographies and market sectors, remaving
reliance on any single revenue stream. This is further
reinforced by the innovative, bespoke nature of the Group's
products, which continue to evolve as circumstances
change.

= The Group operates in structural growth markets,
which reflect long-term needs and are less cyclical in
nature.

The Group’s performance and adaptability throughout the
COVID-19 pandemic demonstrates the resilience of the
Group's model.

Innovative Electronics

Risk appetite

Cne of the Group’s core principles is to deliver its strategic

Strategic Report

]
priorities in a sustainable and responsible manner. This 2
requires that careful consideration is given by the Board as E
to the nature and level of risks that the Group should accept. g
<]
discoverlE draws a clear distinction between those risks g
that it is more willing to take (typically relating to advancing =
: - - Y
business prospects) and those that it is less willing to accept 2
(e.g, safety, reputational, regulatory or compliance risks). 5
The following table provides a summary: v
Risk Tolerant Risk Neutral Risk Averse
(Willing to take  (Taking a balanced (Taking as little
greater risk} approach to risk} risk as possible)
Product Investment in Product safety
innovation facilities ..2
Operating in Business Health & safety E
new markets development 1]
initiatives 8
n
Acquisitions Cyber risks =
New customers Regulatory/ E
and suppliers in covenant 2
existing markets  compliance ir
Foreign exchange Foreign exchange
translational risk  transactional risk
Markets with
greater business
cyclicality
Regardless of the appetite in respect of a particular risk, all
risks are identified and rmanaged in the appropriate manner. _5
®
E
2
£
-
]
£
5
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RISK
MANAGEMENT

Enterprise Risk Management

discoverlE applies the Enterprise Risk Managernent framework to identify potential events or circumstances that may
affect the Group and manage the associated existing and emerging risks. The risk management framework is made up of a
number of discrete steps to identify, assess and mitigate risks.

Step Two processes are conducted in parallel:
= Atop-down review of the Group Risk Register to:m A bottom-up review by the management of each

- identify new or emerging risks business to:

— assess changes to existing risks - identify new or emerging risks

- consider the potential impact and likelihood - a@ssess changes to existing risks
of risks, linking each risk to the Group’s - consider the potential impact and likelihood
corporate strategy of risks

- evaluate potential mitigating actions and - evaluate potential mitigating actions and
controls controls

- consider the residual risks remaining after - consider residual risks

the applications of the Group's internal
control processes (and if appropriate the
implementation of further mitigating actions)

This initial exercise is conducted by Divisional Management and the Group Risk function

Step2 = Comparison of the results of the top-down and bottom-up identification processes above
The benefits of conducting both top-down and bottom-up reviews are:
- increased assurance that all risks have been identified, and doing so fromn multiple perspectives

- ensuring alignment between local management and Head Office
- ensuring that businesses ‘'own’ the risks most relevant to their individual operating unit

= Anassessment of any differences identified and update the Group Risk Register as appropriate
Step 3 Consolidation into common themes / topics

Step 4 = Review of the Group Risk Register by the Group Executive Cormmittee. This review focuses on:
- the materiality of each of the risks identified
- prioritisation of the allocation of the Group’s rescurces to the most impaortant areas
- clarity of ownership for each of the risks identified
This review takes into account the Group’s risk appetite in respect of the various types of risk identified.

The Group Risk Register (both detailed and consolidated) is then updated as appropriate following
the review.

This is then summarised in a table of principal risks and uncertainties, the final version of which {for
FY27} is set out on pages 47 to 52,

Step 5 Review by the Audit and Risk Committee - this includes:

- consideration of the Group’s risk rmanagement framework

- review of the Group Risk Register

- identification of any other areas of potential risk

- review of the table of principal risks and uncertainties

- challenging actual or potential control weaknesses

- review of the effectiveness of the Group’s internal controls and risk rmanagement systems

42 discoverlE Group plc Annual Report and Accounts
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The above processes are conducted twice each financial year:

= an interim review, typically completed shortly ahead of announcement of the Group’s interim results, focuses
predominantly on changes during the period

= a more thorough and comprehensive review is then completed shortly prior to the Group’s full year preliminary results
announcement

Further information on the Group's principal risks and uncertainties ("PRUs"} is detailed on pages 47 to 52,
As noted above, a key element in assessing the Group’s principal risks is considering likelihood and potential magnitude of impact,

aver a range of time horizons, as well as whether the risks are new or emerging, or have changed in importance during the year.
The below diagram provides a surnmary of the PRUs on that basis.
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RISK
MANAGEMENT

Ongoing monitoring, mitigation
and improvement

In addition to the processes outlined above, key risks, and
the internal control processes adopted to address these
risks, are monitored on an ongoing basis. Among other
controls, this includes a review by the Group Executive
Committee in all of its regularly scheduled meetings
(typically seven per year) and escalation to the Board of
any material developments as and when they arise.

discoverlE continually pursues improvements in its
Enterprise Risk Management Framework. During FY21 the
Risk Management Policy was reviewed and a revised version
approved.

A summary of this continual cycle of risk identification,
determination of the Group’s response, establishment of
systems and processes to mitigate, coommunication and
ongoing monitoring, is outlined in this diagram.

\dem'\fy and 3Sses,
yand externgy .
r/S/(S

‘\(\Xe( e

foster g culture of
risk management
to effectively
ecute discoverlE's
sustainable
strateqy
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Climate related risks and opportunities

The UK Government has recently introduced a new Listing
Rule 9.6.8(8), and separately launched a consultation

{24 March 20271, in relation to climate-related financial
disclosures. These build upon the recommendations of
the Financial Stability Board's (FSB) Task Force on Climate-
related Financial Disclosures ("TCFD").

The aim of those measures is to assist with the achievernent
by the UK of a transition through to becoming a ‘net zero’
economy. The Company has set its own internal ernissions
reduction target (see page 62 and pages 64 to 65 for details)
and, once sufficient progress has been made, consideration
will be given to adopting a 'net zero’ target.

Although reporting is not yet mandatory, we provide our
preliminary report below in respect of the following matters:
1. The "Four Pillars” of the TCFD recommendations.

. Physical risks to Group facilities.

. Transition risks.

NNV .

. Opportunities.
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1. The “Four Pillars”" of the TCFD recommendations

The Croup's governance arrangements
are described on pages 40 ([governance
of risks), 60 (governance of “ESG” matters)
and 74 to 84 (governance generally).
Together these demonstrate the strong
governance arrangements we have in
place, including in relation to climate-
related risks.

Governance

Strategy The Croup’s target markets, which in FY21
represented over 70% of revenue, are aligned
tothe UN SDCs. The UN SDCs are based

on long-term trends, including the need to
address climate-related risks. The Group is
expected to benefit from the response of

governments and customers to those risks.

Risk Climate-related risks are managed within

Management the Group's standard risk management
processes, as outlined on pages 40 to 44.
Further details in relation to the specific
risks presented by climate change are set
out below.

Metrics and
Targets

The Group has set the following key
targets:

We report annually against sales into our
target markets. This provides audited
financial data demonstrating the impact
of our strategy. As noted above, the
Group expects to benefit from the global
response to climate change and this

will be reflected in our annual financial
reporting.

Please see pages 62 and 64 for our internal
environmental targets.

We have also published a separate “Impact
Report” (see www.discoverlEplc.com),
which provides a snapshot of some of the
benefits that our products bring to the
global fight against climate change

Innovative Electronics

2. Physical risks to Group facilities

The physical risks presented by climate change fall into the
following broad categories:

= Threats to the Group's facilities
= Supply chain risks
= Availability of resources

We comment on the potential threats to the Group's
facilities below and will assess supply chain risks and
availability of resources in the context of the required
TCFD disclosures during the course of FY2022 ready for full
disclosure next year.

Group facilities

= We have conducted preliminary analysis in respect of
each of the Group’s 74 sites based on the Munich Re
database and modelling provided by RSM. The analysis
assessed:

- the likelihcod of any of the following events occurring
at or near to each of those sites: earthquakes,
winterstorm, hailstorm, lightning, tornado, tropical
cyclone, wildfire, flash flood, river flood and coastal
flood

- theimpact at each site

- modelling against a range of scenarios and timescales
(e.g.,1in100-year events).

= Based on this preliminary analysis, the risks to the Group's
facilities from climate-related risks is currently considered
to be low. The data used is based on current climatic
conditions.

Further work will be conducted in the coming year.

3. Transition risks

The TCFD recommendations require companies to assess
transition risks, which are those arising from the changes
in technology, markets, policy, regulation, and consumer
sentiment which will result from the transition to a
low-carbon economy. As noted above, this transition is
complementary to the Group’s strategy and expected to
drive long-term, sustainable growth for the Group.

4. Opportunities

For the reascns explained above, and elsewhere in this
Annual Report and Accounts, the Croup expects to see
oppaortunities arising from the respense of governments
and customers to the challenges of climate change.

www.discoverlEplc.com 45
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VIABILITY
STATEMENT

In accordance with section 4.31 of the 2018 UK Corporate
Governance Code, the Directors have assessed the viability
of the Group aver a 3-year period to 31 March 2024. In
making this assessment, the Directors have considered

the Croup’s current financial position, recent and historic
financial performance and forecasts, its strategy and
business meodel and the principal risks and uncertainties.
The impact of COVID-19 pandemic has also been considered
in determining the effect of severe but plausible downside
scenarios.

Viability assessment period

The Directors have concluded that the most appropriate time
pericd over which to assess the Group's prospects for this
purpose should be the three-year period ending 31 March
2024. The selection of this period is consistent with the
Group's strategic planning process; its review of external credit
facilities; and its assessment of the Group’s principal risks.

Viability Base Case

The financial projections for this three-year period are based
upoen the Croup’s budget for the year ending 31 March

2022 and forecast progression thereon. The budget is a
consolidation of sales, profits, working capital and cash flow
forecasts made by each operating company and head office,
incorporating associated key risk factors including acquired
company forecasts and associated future earnout payments,
latest views on supplier and customer payments impacting
working capital and latest forecast foreign exchange rates.

The budget for the financial year ending 31 March 2022
assumes a steady recovery from the COVID-19 pandemic.
Future growth for the financial years 2022/23 and 2023/24
assume steady sales growth for those years (in total "The
Viability Base Case”).

Banking facilities and headroom

The Group has a syndicated banking facility of £180m
which is committed up to the end of June 2024, beyond
the viability assessrment period. In addition, the Group has a
£60m accordion facility which it can use to extend the total
facility up to £240m. The syndicated facility is available both
for acquisitions and for working capital purposes.

The Group's financial covenants for its banking facility are:

1. Gearing: net debt to Adjusted EBITDA (being Underlying
EBITDA, excluding IFRSI6 plus the annualisation of
acquisitions) of less than 2.0x and

2. Interest cover: Adjusted EBITDA to interest greater than
4.0%.

At 31 March 2021, the Group had net debt of £47.2m (giving
undrawn facilities of nearly £120m}) and was significantly
inside these covenants with gearing of 1.1x and interest cover
aof 16.1x.

The Viability Base Case model shows increasing headroom
with annually reducing levels of net debt and gearing, and
increasing interest cover compared with the position at

31 March 2021.

discover|E Group plc

Downside sensitivities

The Viability Base Case has been subjected to sensitivity analysis
involving flexing a number of the underlying main assurmptions,
both individually and in conjunction. The sensitivities take into
account the principal risks and uncertainties set out on pages
471052, notably instability in the econoric environment, loss

of key customers and suppliers, underperfermance of acquired
businesses, major business disruption, liquidity restriction,
breach of debt covenants and adverse foreign currency
rmovernents arising from a stronger Sterling.

The Directors have modelled downside scenarios to the
Viability Base Case based on an underlying analysis of

the potential further impact of COVID-19 and adverse
macroeconomic factors additional to that already factored
into the Viability Base Case.

The most severe but plausible downside scenario assumes

a recurrence of Covid-19 in the second half of FY 2021/22 and
adverse macroeconomic factors resulting in a significant
decline in second half sales of FY 2021/22, negative sales
growth in FY 2022/23 and modest growth thereon in FY
2023/24. Additionally, gross margin was reduced, working
capital materially increased, significant one-off expenditures
{product liability, major customer insclvency or litigation)
included, and an increase in the Group effective tax rate.

Even after factoring in these significant additional downsides
to the Viability Base Case, there remains good headroom
both in terms of liquidity and our banking covenants. This is
supported by the fact that the Group sells a wide portfolic

of different products across a diverse set of industries and
geographies, low customer/supplier concentration, has a
global supply chain network, diverse manufacturing capacity,
and has well-established and in many cases long term
relationships with its customers. These factors are considered
important in mitigating many of the risks that could affect
the long-term viability of the Group.

Further mitigation actions not included in the Viability Base
Case or sensitivity downsides include further operational
and capital expenditure reductions, including pay rise,
bonus and hiring freezes, pay reductions, redundancies,
dividend reductions and equity raises.

The Strategic Report on pages 02 to 69 sets out the key details
of the Group’s financial perfermance, capital management,
business environment and principal risks and uncertainties.
Based on the Director’s assessment, the Board has a
reascnable expectation that, taking into account the Group's
current position, having regard to the committed borrowing
facilities available to the Company, and subject to the principal
risks and uncertainties faced by the business as docurmented
on pages 47 to 52 of the Strategic Report, the Group will be
able to continue in operation and to meet its liabilities as they
fall due for the three-year period of their assessment.

Going Concern

Based on the assessment outlined above, the Directors also
believe that it is appropriate to continue to adopt the going
concern basis in preparing the Group financial statements.

Annual Report and Accounts
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PRINCIPAL RISKS
AND UNCERTAINTIES

Focus on principal risks

This section of the Strategic Report provides an overview of the Group’s approach to rmanaging risk, focusing on the
major risk factors to implementing the Group’s strategy and business maodel. It is not an exhaustive list of all possible
risks. Additional uncertainties exist, sorme of which may not be known to the Group and could have a negative effect on
the Group’s financial position and performance. The principal risks and uncertainties detailed below were considered in

assessing the long-term viability of the Group. The viability statement can be found on page 46.

Risk description

Strategic risk

Potential impact

Mitigating actions

@ Instability in the economic environment

= Risk of decline
in financial
performance
due to recession
or geopolitical
changes, including
the ongoing
impact of
CoVID-12

Reduction in sales = Market position as a specialist
supplier focused on core target
markets with diversified locations

and product offerings

Lower margins

Closure of factories
and suppliers stopping

production = Executive team actively

Difficulty raising equity managing impact of COVID-19

and debt, impacting
growth ability

= Along-term credit facility is in
place with significant headroom

= Careful monitoring of stock
levels and customers in relevant
geographies to identify any
issues early

= Flexible production and
warehouse facilities to enable
movement of production and
supply to other countries if
required

= Vigilance entering markets that are
politically or financially unstable

@ Business acquisitions underperformance

= Adegree of
uncertainty exists in
valuing acquisitions
and evaluating
potential synergies

= Post-acquisition
risks arise due to
change of control
and integration
challenges

Financial impact due to ]
underperformance of
acquisitions

The acquisition programme was
put on hold early in FY21 while
impact of COVID-19 assessed;

Loss of key employees restarted in October 2020

and their expertise = Operational, financial and legal

Expected synergies are due diligence on target businesses

not realised = Appropriate warranties and

indemnities from vendors

= Use of earn-out structures to
incentivise key management

= Monitoring of the acquired
business perforrmance against
budget and forecast

= Hiring of experienced finance
personnel

= Specific risk management
pragramme for first 12 months
post-acquisition before becoming
part of the Group ongoing risk
and internal audit programme

Change in the year
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= COVID-19 impact on
global markets has
reduced during the
year, as economies
start to rebound

= The UK has now left
the EU. However,
the direct impact of
Brexit is expected to
be limited and to date
this has proven to be
the case

Corporate Governance
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= Phoenix, acquired in
October 2020, and
Limitor, acquired in
February 2021, have
perforrmed well since
acquisition
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PRINCIPAL RISKS
AND UNCERTAINTIES

Risk description

@ Climate-related risks

Potential impact

Mitigating actions

Change in the year

= Clobalwarming
leads to greater
extremes of
weather events
and other local
issues

= Cur products or
other activities
or decisions
in relation to
climate related

The operations of Group
facilities are affected by
the impact of climate
change (e.g., through
weather related events)
Supply chains are
affected due tothe
impact of climate
change on their
operations

Customer revenues are

= An initial assessment of the
physical risks of climate change
to the Croup’s facilities has been
conducted using the Munich Re
database, further details of which
are on page 45; the preliminary
analysis indicates that such risks
are considered to be low

= The Group has diverse supply

chains and the ability to switch
from individual suppliers that

«

= Nochange in the
underlying risks
during the year,
however, further
and more detailed
analysis will be
conducted in order to
assess those risks in
greater detail

.risks may be . impacted by climate encounter issues Link to KSls:
Jjudged negatively related effects on their = Given the Group’s Target Markets, e 0
by external businesses custorner revenues are expected Link to KPls:

stakeholders

Reputaticnal impact
and deterioration of
relationships with
external stakeholders
and staff

to increase as a result of climate-
related matters which could offset
the risk impact in other areas

= ESG matters are discussed at
all meetings of the Board and
Group Executive Committee, to
ensure that the right activities
are being prioritised and
implemented

0lelolelelola,

Operational risk

@ Loss of major customers

= Akey customer
movestoa
competitar,
significantly reduces
operations or goes
into insolvency

Loss of market share

Increased risk of bad
debt

Reduced profitability
and cash flow

= Low dependence on any single
customer (the largest customer
represents less than 7% of Group
revenues)

= Culture of high-quality service
and long-term customer
relationships

= Robust customer quality
management systems
(including 1SO2007)

L J

= Whilerisk from
COVID-19 impacting
customers remains,
particularly in some
geographies, strong
improvement in order
rates were seen in the
second half of the year

Link to KSls:

Q000

Link to KPIs:

0]0J6]0,
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Key strategic indicators

e Increase share of Group revenue from Design & Manufacturing

Q Increase underlying operating margin

G Build sales beyond Europe
QTarget Market Sales

Risk description

@ Loss of major suppliers

= Akeysupplier
undergoes
change of
ownership, suffers
major business
disruption or
quality issues

Potential impact

Key performance indicators
@Sa\es growth

@ Underlying EPS growth

@ Dividend growth

@ Return on capital employed

Mitigating actions

Low dependency on any single
supplier (the largest supplier
represents less than 4% of Group
revenues)

Negative impact on L]

production

Damaged relationships

with key customers

= Dual source suppliers in place
where possible

Reduced sales

= Long-term supplier relationships,
enhanced by strong customer
relationships

= Monitoring of market and
technological developments,
including input from customers

@ Operating cash flow
@ Free cash flow

@ Carbon Emission reductions

Change in the year

«

n While risk from
COVID-12 impacting
suppliers remains (e.g,
enforced closures,
reduced staffing),
the Group reviewed
its risk management
processes in this area
by way of a thematic
audit and confirmed
there were no
material deficiencies
in the Group’s risk
management
processes
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@ Technological changes

= The development of
new technologies
that gives rise to
significant new
competition
or renders our
products obsolete

Reduced sales = The Group is diversified into
a number of differentiated

technology units

Loss of market share
Inventory write offs
= Focus on established
technologies with low capital
requirements

@ Major business disruption

= Sustained disruption
to production
arising from a major
incident at one or
more sites

Disaster recovery and business
continuity plans in place

Insufficient preduction -
to deliver goods on order
Damaged relationships ]
with key customers

Multiple manufacturing sites
and warehousing enabling socme

Reduced sales mavement between facilities

Interruption in initiatives = Insurance cover

being taken to reduce
carbon emissions

Link to KSls:

00

Link to KPls:

0]0)]

©

s COVID-19 caused
disruption to certain
rmanufacturing
facilities in Q419 and
H120 but these were
of short duration

Financial Statements

= Acquisition of Phoenix,
with facilities in the US
= Acquisition of Lirnitor
with facilities in
Germany and Hungary
Link to KSls:

000

Link to KPls:
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PRINCIPAL RISKS
AND UNCERTAINTIES

Risk description Potential impact Mitigating actions Change in the year
Cyber security
= System downtime = Business disruption = Central IT security policy H
ar loss of data due = Reduced service to = Robust anti-virus and anti-spam
to internal failure or customers software and specialised target = External Cytber eted
external attack . ) ; ; assgssments complete
threat protection services
= Financial loss o tpb ) h . December 2019
= Robust backup procedures in
= Theft of arjd/or access o \ PP = Group wide investment
confidential data place

in enhanced end-point

= Secure private networking security solutions, with

= Third-party cyber security central monitoering
assessments completed and capability, being
recornrmendations being rolled out.
implemented Link to KSls:

= Different operating units e

operating on separate IT systems
minimises risk of a major incident  Link to KPIs:

impacting the wider Group ®®®©

@ Loss of key personnel

= Keyemployees = |oss of expertise = Staff development, training H
leave, and effective = Potential business pragrammes and succession
replacernents disruption planning Link to KSis:
:ea:rr;(i?;tezeon . = Reduced growth = Remuneration based on (B
- ersonal and business success i .
i ; = Insufficient rescurces P Link to KPls:
timely basis .
= Regular remuneration @ @
benchmarking
= Use of earn-out structures,
to incentivise key management
of acquired companies
= The number of separate
business units, each with their
own management teams,
minimises the risk that the
underperformance of any one
business impacts the Group
as a whole
Product liability
= Afailure in one of = Non-cempliance with = Quality inspection controls =
our products results quality standards before products are shipped to
in serious injury, = Financial loss customers Link to KPIs:
death, damage to = Reputational damage = Standard terms and conditions OO®O®
property or non- limit companies’ liabilities
compliance with
P . = Asanumber of the Group’s
product regulations ;
praducts are customised for
individual customers, this
reduces the risk relating to any
one product and/or customer
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Key strategic indicators

e Increase share of Group revenue from Design & Manufacturing
Q Increase underlying operating margin

G Build sales beyond Europe

QTarget Market Sales

Risk description Potential impact

@ Inventory obsclescence

= Stock is held that L]
has reduced or nil
realisable value

Financial loss L]

Mitigating actions

Key performance indicators
@Sa\es growth

@ Underlying EPS growth

@ Dividend growth

@ Operating cash flow
@ Free cash flow
@ Carbon Emission reductions

@ Return on capital employed

Change in the year

@6

Purchasing to reliable sales
forecasts

Orders built to specific customer H £
requirements; many are nen- . 2
cancellable, and non-returnable Link to KSls: 2
Certain supplier stock return 9 a
rights (Custom Supply Division}) Link to KPlIs: e
[
=
n

Pravisioning and write-off policies
to cover potential ebsolescence

Financial risk

@ Liquidity and debt covenants

Insufficient cash -
resources to support the
Croup's activities

= There is a breach -
of funding terms/
covenants

@ Foreign currency

= With only12% of = Reduction of the Group's =
sales in Sterling, reported results
the Group deals in = |ower gross and
many currencies for operating margins
both its purchases -

and sales, which
differ to its reporting
currency, and

so the Group

has translational
and operaticnal
exposures to
foreign currency
fluctuations

— g
The Group has an existing ‘ 2
revolving credit facility of £180m 2
which runs to June 2024 with = Very strong cash §
c.£130m undrawn at the year end flow in the year with 3
Central treasury function gearing at _31 March g
oversees the Group’s cash 202] reducing g
resources and financing tonfromT.ZSg o
requirements Iastyeara.n.d. with ]
) two acquisitions
Reg.ular review of head.rggm completed.
against committed facilities and .
financial covenants Link to KPls:
Working capital controls and @@@@
monitoring of key working capital
metrics a
Issuance of equity from time S
to time to support acquisitions E
pragramme w
o
Acquiring high margin, high cash %
generative businesses. ‘o
g
c
i
Use of forward currency contracts =
to hedge committed and )
forecast sales and purchases in Despite COVID-19,
foreign currency movements in our
. currencies have been
currency b.orrowmgs as a natural relatively low this year,
hedge against same currency with only £0.2m adverse
; ; c
assets impact on underlym_g o
Central review of foreign currengy ~ Profits from translation. ®
exposures Link to KPIs: E
2
@e® E
-
]
£
3
(e}
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PRINCIPAL RISKS

AND UNCERTAINTIES

Risk description Potential impact

@ Retirement benefit obligations

Mitigating actions

Change in the year

= The reported L]
pension deficit
is sensitive to
movements
in actuarial
assumptions
and returns on
investrnents

Increased charge te the
income statement

= Increased level of cash
centributions required

The scheme is closed to new
members and future service
benefits do not accrue for L]
existing members

«

Impact of COVID-19

on asset valuations
caused by changes

in the economic
environment. In the
early part of FY21 those
valuations reduced
but have since
rebounded strongly.
The allocation of
assets in the portfolio
across different

asset classes and the
existence of hedging
arrangements has also
meant that the risks
are not significant
Link to KPIs:

®®

A deficit recavery plan has been
agreed, based on actuarial advice
Monitoring of the fund assets
and liabilities

Investrent strategy reviews at
least every three years

Agreed levels of hedging against
inflation and interest rate risks

Regulatory / compliance risk

@ -compliance with legal and regulatory requirements

= Unintentional
failure to comply
with international
and local legal
and regulatory
requirements

= Fines or penalties
= Reputational damage

The Group hires employees with
relevant skills and uses external
advisers to keep up to date with L]
changes in regulations and
legal requirements to remain in
compliance

«

No significant
changes to new or
existing legislation

Link to KPIs:
Internal control framework @ @
including Croup policies,

pracedures and training in risk

areas such as export controls and

supplier and customer credit risk

Ongoing internal audit reviews
assess compliance with Group
policies

Awhistleblowing hotline is in
place and available for use by all
employees

Insurance covers all standard
categories of insurable risk

Key strategic indicators

9 Increase share of Group revenue from Design & Manufacturing

@ Increase underlying cperating margin
e Build sales beyond Europe
QTarget Market Sales

discoverlE Group plc

Key performance indicators
@Sa\es growth

@ Underlying EPS growth

@ Dividend growth

@ Operating cash flow
@ Free cash flow
@ Carbon Emission reductions

@ Return on capital employed
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STAKEHOLDER
ENGAGEMENT

Stakeholder engagement

The Group considers it important to engage with our various stakeholder
groups in a proactive and constructive manner and the below provides a
summary of the ways in which we do so.

Why it is important to engage

Our people

Employee engagement is critical
to our success. We work to create
a diverse and inclusive workplace
where employees can reach their
full potential. Engaging with our

employees ensures we can retain
and develop the best talent.

Stakeholder key interests

Health and safety

Reward

Career opportunities
Employee engagement
Training and development
Wellbeing

Reputation

Ways we engage

workforce advisory panel
Listening groups

Employee surveys
Employee meetings
Newsletters

Employee events
Apprenticeship proagramme

Recognition and reward
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Customers

Understanding the needs of our
customers allows us to provide
application-specific products which
both add value and differentiate our
customers from their competitors.
We engage with our customers to
build trusting relationships from
which we can mutually benefit.

Safety, quality and reliability
Competitiveness

Cur availability and responsiveness
Relationship

Compliance

Convenience

Range of products

Customer visits, telephone calls,
engineering visits

Participation in industry forums
and events

Social media and commercial
websites

Contract negotiation,
implementation and management
of ongoing relationships

Customer audits of our
manufacturing facilities

Customer-specific events

Geographical footprint allows us to
meet the customer in their locations

Satisfaction surveys

Corporate Governance

Suppliers

Our external supply chain and

our suppliers are critical to our
performance. We engage with

our suppliers to build trusting
relationships from which we can
mutually benefit and to ensure
that they are performing to our
standards and conducting business
to our expectations.

Quality management
Cost-efficiency

Long-term relationships
Responsible procurement, trust and
ethics

Technological advances, including
digital sclutions

Joint customer visits
Employee training
Quarterly business reviews

Geographical footprint allows
smaller suppliers to operate globally

Logistics efficiencies

Supplier conferences

Financial Statements

Innovative Electronics

www.discoverlEplc.com
Stock Code: DSCW
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STAKEHOLDER
ENGAGEMENT

Why it is important to engage Stakeholder key interests Opportunities

= Crowth = Regular market updates
= Financial performance and = Investor presentations

Shareholders gconomic impact = Individual meetings

= Covernance and transparency s Investor roadshows

To understand their requirements
and generate returns and value. = Operating and financial information

. _ = Corporate website, including
We ensure that we provide fair,

= Confidence inthe Group's leadership dedicated investor section
balanced and understandable o .
information to Shareholders and = Dividend growth = Shareholder consultations
investment analysts and work to = Annual reports

ensure that they have a strong

understanding of our strategy, = Annual General Meetings

performance, culture and ambition. = Capital Market Days
= Local operational impact = Charitable donations and
= Health and safety and volunteering
Global communities environmental performance = Corporate and operating company
websites

We support communities and
groups local and relevant to our
operations and consider the
environmental and social impacts of
our operations.

= Local envircnmental initiatives

discoverlE Group plc Annual Report and Accounts

for the year ended 31 March 2021
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The Group promotes policies and procedures across

the Group which consider the interests of the Group’s
employees, the need to foster reasonable business
relationships with suppliers, customers and others, the
impact of the Group’s operations on its workforce, the
community and the environment, and the maintenance
of high standards of business conduct. Our palicies and
procedures include the following:

= Anti-bribery and corruption
= Business ethics

= Health and safety

= Whistleblowing

= Board Diversity Policy

Day-to-day responsibility for implementation of these
policies (other than the Board Diversity Policy) is delegated
to the management of discoverlE’s operating companies,
under the supervision of the Group Executive Committee.
Where appropriate, the Group peolicies and procedures are
supported by the local operating companies’ pelicies, all
within a frarnework established by the Board and Group
Executive Committee, intended to ensure that we operate as
a Group to the highest standards.

The Group also has due diligence processes in place to
support the ongoing assessment and management of risks
associated with both existing and newly acquired companies
and the development of relationships with new suppliers.

These include site visits by both executive and non-executive
management, meetings with customers and suppliers and,
where relevant, asking our suppliers to confirm compliance
with Group policies.

Management are committed to environmental, social and
governance affairs in its actions, and endeavours to show
due respect for human rights and works to high standards of
integrity and ethical propriety.

As an international organisation, discoverlE takes account of
cultural differences between the varicus territories in which it
operates. discover|E’s values are essential to how it operates
and to the long-term success and growth of the Group.

discoverlE believes that who we are and how we behave
rmatters not only to our employees but the many other
stakeholders who have an interest in our business.

Stakeholder engagement remains vital to building a
sustainable business and we interact with many
stakeholders at different levels of the Group. Engagement

is carried out by those most relevant to the stakeholder
group or issue. The table on pages 53 and 54 identifies some
of our stakeholders and how discoverlE engages with them.

The following page also sets out the Company's 'section 172
statement’, which provides additional detail.

Innovative Electronics

Section 172 Statement

The Board of discaverlE Group plc takes seriously its duties to
act in accordance with legal requirements and appropriate
business and ethical standards. This includes fulfilling the
duties described in Section 172 of the Companies Act 2006
{the "Act”).

Section 172

Duty to promote the success of the company

ITTIUr T

ilin

The information below describes how the Directors have had
regard to the matters referred to in Section 172 of the Act in
performing their duties and constitutes the Board’s Section
172 Staternent for the year ended 31 March 2021. This section
is incorporated by reference into the Strategic Report.

www.discoverlEplc.com
Stock Code: DSCW
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STAKEHOLDER
ENGAGEMENT

Section 172 of the Companies Act 2006

(the “Act”) discoverlE's response

Long-term decision-making In FY21, the Board:

(s172(a)) Considered a number of acquisition proposals. The Board only approves
The Board delegates day-to-day such a transaction if it is satisfied, after full consideration, that it meets the
managerent and decision-making to its Section 172(1) requirernent that it is maost likely to prormote the success of
senior management team, but it maintains  the Company for the benefit of its members as awhaole, and it considers
oversight of the Company’s performance, the value forecasted to be added to the Group by an acquisition, over a
and reserves to itself specific matters for defined future period. This judgement is recorded.

approval, including the strategic direction
of the Group, acquisitions and disposals
and entering into material contracts above
set thresholds.

Received presentations on specific business areas and, through ongoing
discussion with the business leaders, determined strategic priorities for a
three-year peried, and the development of robust supporting operating
plans.

The Board monitors performance against
strategy and that decision-making is
appropriate by receiving regular updates,
both in Board and Committee meetings
and at other intervals as appropriate.

Agreed the Group's principal risks, considered emerging risks and received
regular risk management and internal control reviews throughout the
year, including specific consideration of risks arising from the COVID-19
outbreak.

Set annual budgets and capital allocation and oversaw business
performance against targets, enabling the Board to confirm the Company’s
outlocok for the year ahead, the going concern statement and its longer-
term viability.

Processes are in place to ensure that the
Board receives all relevant information to
enable it to make well-judged decisions for
the long-term success of the Company and
its various stakeholders.

Employee Interests In FY21, the Board:
(5.172(b)) . .
Received updates on how COVID-19 was affecting staff and the measures
The success of the Group depends upon being implernented within businesses to minimise the risk of the pandemic
a highly-skilled and motivated workforce, spreading across the workforce, including working from home where possible.

an entrepreneurial and innovative culture,

set within structures that provide fairness Continued to operate a Workforce Advisory Panel, to ensure that the

communications between the Board, Group Executive Committee, individual

for all. ; ) N
operating companies and Group staff were optimised.
Reviewed Board and Senior Management diversity and succession,
remuneration and employment relations and arrangements across the
Group.

Relations with external parties In FY21:

(s.172(c))

Noting the pressure that businesses have been under during the COVID-19
The Group works with a huge number and pandemic, the Board ensured that suppliers continued te be paid on time
variety of customers, suppliers and other and that the Group continued to serve our customers effectively.

third parties. It is of great importance that

relations with those parties are appropriate. The Beard regularly considered the marketplaces within which the Group's

customers operate and the challenges they face, and cppertunities
available. This helped shape the way in which resources were allocated
in order to ensure that the Group was well positioned to meet customer

needs.
Community & Environment During the year:
(s.172(d)) ) . . .

The Beard continued its focus on environmental, social and governance
Wherever the Group operates, it forms matters and agreed a series of specific targets for the Group, further details
a part of its local community and more of which can be found on pages 62 to 65.

broadly, seeks to ensure that it provides a

positive contribution to the environment. The Board alsc continued its support for the Community Foundation for Surrey.

56 discoverlE Group plc Annual Report and Accounts
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Section 172 of the Companies Act 2006

(the “Act”) discoverlE's response

Reputation for high standards In FY21: -

of business conduct (s.172(e)) . . . H
The Board received regular reports from the Group Risk Manager designed a

The Board is responsible for developing a to strengthen governance and compliance, integration of new and recent g

corporate culture across the Group that acquisitions into the Group, and the identification and management of )

promotes integrity and transparency. It existing and ernerging risks. 2

has established comprehensive systems - . ®

of corporate governance which promote The Board had updates and training on key areas of law and regulation. =

corporate responsibility and ethical The Board approved the Company’s Modern Slavery Act Statement.

behaviour.

Acting fairly as between members In order to do this the Board:

of the Company (s.172(f))

Maintains close relations with its main shareholders through regular
The Board aims to understand the views of  dialogue, both after the publication of full-year and half-year results.

Shareholders and always to act in their best Approved value-enhancing acquisitions, the first being Phoenix, in October

interests. . S
2020 and the second being Limitor, in Germany and Hungary. §
Receives Investor Relations updates at every Board meeting and direct E
feedback from investors during specific consultation exercises (including g
in particular on the Rermuneration Policy to be put to Shareholders at 8
the forthcoming annual general meeting) and on publication of trading e
results and updates. ©
g
PR o
Other key activities v
= The Board met regularly throughout the year and, in the year ended 31 March 2021, held 14 meetings. This included
a significant number of additicnal meetings early in FY21, as the impact of COVID-19 was considered and addressed.
The Beard's agenda considers all relevant matters at scheduled meetings.
= Ag part of its regular programme of Board activities, the Board also receives reports from the Group Chief Executive,
the Group Finance Director and the Group General Counsel & Company Secretary, keeping them informed as to financial
and commercial perforrance and regulatery and legal affairs. L]
&
£
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SUSTAINABILITY

Part 1 - Overview

18 months ago we began intensifying our
approach to environmental, social and
governance ("“ESG”) matters.

Whilst already well positioned, with a focus on target
rmarkets aligned with a sustainable future and products that
enable significant benefits for customers in these areas,

the Group undertook a comprehensive review to see where
further improvements could be made. With the help of
external consultants, the following steps were undertaken:

Governance
Cur first task was to decide how we would govern ESG
matters internally

9 Read more in Part 2 on page 60

¥

Materiality Assessment

Then we assessed the most important issues for our
various stakeholders

“We have taken active steps
in recent months to intensify
our approach to ESG, to
deliver tangible benefits to
our various stakeholders in 2
years to come.” Priorities

9 Read maorein Part 3on page 60

Once we knew what was important, we then set our
Simon Gibbins priorities

Croup Finance Director .
D Read more in Part 3 on page 61

UN SDG Alignment Set Targets
We aligned our business At the same time, we

to the United Nations
Sustainable Development
Goals {(UN SDGCs)

O Read more on pages

started to consider our
targets - those targets
have now been set

O Read more in Part 4

16 and 17 on pages 62 and 63

2 ¥
Our ESG Strategy

With our alignment to the UN SDGs clear, and our
priorities and targets set, this comprises our initial ESG
strategy. That strategy will be kept under constant review
and we will continue to improve it as we move forward.

L 2

Resource & Deliver

We have committed to spending £3m over the next 5
years to resource and deliver our ESG strategy and to
achieve the ambiticus targets we have set.

Annual Report and Accounts

discover|E Group plc
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The diagram below summarises the core pillars of our ESG strategy (Cur Planet, Our Products and Our People), how they
come together to meet Our Purpose and how they are underpinned by our internal governance arrangerments. More detail is

provided on the following pages.

Our Purpose

ronizs that help to improve the world and

Strategic Report

Corporate Governance

Our Planet

Improving our impact

on the environment
Complementing the benefits
that our products bring to our
customers, our own internal
initiatives will reduce our
carbon footprint and improve
other environmental im pacts.

Read more about our
products on pages 20 to 21

Our Products

Fulfilling our purpose and
ensuring product safety &
reliability

Our products provide considerable
benefits customers.

Our processes ensure the
consistency of how we make cur
products, increasing safety and
reliability.

Read maore about our
targets on pages 62 to 63

Our People

Keeping our people safe
& happy

Our people are critical to our

success and keeping them safe
and happy is a key priority.

Our products require a high
degree of technical expertise.

Read more about our
people on pages 66 to 67

Financial Statements

Underpinned by our Governance and Risk Management

will be achisved through engoing pros

Innovative Electronics

o ensure ite delivery is managed e ectively

www.discoverlEplc.com
Stock Code: DSCW

Other Information

08.09.2022 kI 14:16

Brgnngysundregistrene

Side 64 av 212



= Brgnngysundregistrene Arsregnskap regnskapséaret 2021 for 996755193

SUSTAINABILITY

Part 2 - Governance

From the outset of our review, ESG was a specific agenda iterm in all scheduled meetings of the Board and Group Executive
Committee ('CEC}. It became clear early on that ESG had to be considered in the context of the business and ocur general
strategy, and not be seen as separate.

It was therefore decided that each member of the GEC would have specific ESG responsibilities with oversight and challenge
brought by the Board.

The Board In line with the Croup’s general governance arrangements, the Board is responsible for oversight
and challenge of the Group’s ESG strategy and its delivery

Nick Jefferies Responsible for setting the overall direction of the Group’s approach to ESG, deciding on pricrities
and ensuring alignment with wider business strategy

Simon Gibbins Responsible for ensuring the right resources are in place and liaising with investors in relation to ESG
matters

Greg Davidson Day-to-day lead on ESG matters, recommending initiatives, monitoring delivery and internal and
external reporting

Martin Pangels Ensuring that ESG is built into the long-term strategy for individual businesses across the Croup

Paul Neville Leading the implementation of our ESG strategy within the D&M division

Paul Webster Leading the implementation of our ESG strategy within the Custom Supply division

Jeremy Morcom Ensuring that ESG is actively considered in identifying and completing acquisitions

Each member of the GEC now has specific targets within their personal objectives relating to ESG, with a proportion of
annual bonus dependent upon achievement of those targets

Part 3 — Materiality and Priorities

Materiality

External consultants were engaged to help conduct a materiality assessment for the Group, ensuring that as many potential
topics as possible were considered in the process. Each topic was prioritised, both for the Group itself and its various
stakeholders (customers, suppliers, investors and employees) concluding in a set of ESG priorities for the Group. The result is
outlined in the matrix below:

0 Growth in target markets ®
e Product safety and quality ®
e Bespoke, innovation-led product designs @
e Client service and relationships ¢
" e Business acquisition performance @
E e Occupational health and safety [ J
E o Energy efficiency and climate change
o e Employee relations oo
i e Electronics for sustainability growth ®
g @ ~vailability of skilled labour Lo
E 0 Business ethics and anti-corruption ¢
) @ Governance and transparency L ]
ﬁ @ Human rights [ ] )
g @ International growth impacts ¢
o}
£ @ Regulation and public policy ®
Importance to discoverlE @ Brand value and reputation [ ] )
Category of risk: @ cyber security d
@ tconomic Environmental @ Effective use of raw rmaterial
@ Sccial @ Covernance
discoverlE Group ple o Py Ee A N 3058
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Priorities
With a number of the highest pricrities already subject to separate targets, for exarnple through our key strategic and
performance indicators, it was agreed that our ESG priorities should be as follows:

)
Material issue Reason Risks Opportunities 'g'_
]

Energy efficiency Thisaffectseveryoneand  Increased costs of working; increased Market opportunities in ocur %
and climate is a global concern. risks of darnage from environmental key target markets. O
change causes. i)
@©

See also page 45 inthe Risk o

management section and page 48 in the
table of Principal risks and uncertainties.

Occupational Cur people are our Poor practices risk injury to our staff A safe and happy working
health & safety rmost important asset which, as well as the risk, would affect environment leadsto a
and employee and key to our success. morale and lead to retention issues. higher employee retention
relations . and a more productive
Unhappy staff would lead to high P
A workforce.
turnover, resulting in a loss of key 8
knowledge and a less productive c
organisation. E
o
. . . 2
Product safety The sale of our products  Unsafe products will darmage sales and Customer confidence in 8
is key to our success as could lead to reputational harm and our product safety leads to o
an organisation. liability issues. repeat business, providing 'E
sustainable long-term 2
revenues. 5
¥}
These priorities led to the adoption of the targets set out below.
w
]
c
7]
£
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2
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SUSTAINABILITY

Part & - Targets

A summary of our ESG-specific targets is below.

Category/
Primary Aim

Our Plzret

How we
measure this

Targets

Progress

Minimise

our negative
impact on the
environment

Carbon intensity

50% reduction
against 2019
emissions

2018

2020

Target

I

O Read more on pages 64 to 65

@ 2291 tCO2e/
£m turnover

@ 2154 tCO2¢ef
£m turnover

@ 11.45 tCO2¢/
£m turnover

15014001 =80% of the o ®5
accreditations Group’s operations
becoered  mon L ® &0% of Group
by an 15014001 covered by
accreditation Operations generating 31% of 15014001
by 2025 Group revenue had 1SC14001
accreditation at 31 March 2021
Energy audits >80% of all Group 2021 ®%
conducted at sites to have been
h ® o

Group sites

subject to an
energy audit within
the last 5 years

Target

As at 31 March 2027, energy audits
had been conducted at 8 of

the Group’s 74 sites within the
previous five years.

Company cars

50% of company
cars to be electric
or hybrid by 2025

2020
Target

As at 31 December 2020, 23 of the
Group's 253 company carswere
electric/hybrid.

® 21% fossil fuel

® 2% electric/
hybrid

®50%

discoverlE Group plc
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Category/ How we Targets Progress
Primary Aim measure this

Qur People
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Keeping our Proportion of >80% of employees o o
eaple safe global workforce to be covered by
2 ndphappy covered by 2025 Target @ 30% of staff
15045001 covered by
compliant 15045001

occupational
health & safety

I

system
No. of H&S Maintain a ratio of 2020 ® Ratic of 1147
Representatives at least 150 trained i
and trained H&S H&S staff to total Target @ Ratio of 150
staff across the emplayees M
Group 2
]
c
g
0 Read more on page 66 )
o
Staff turnover Unplanned labour 2020 ®<10% %
turnover of no more H
than 15% pa Target @ 15% max g
¥}
Ensuring the Share of Group Ensure that at 2020 ®25%
quality and products covered least 80% of all
reliability of our by an ISG9001 products are built Target ® 0%
products system in accordance with ]
ISGI00] accredited &
processes £
2
[0
o
n
®
]
c
]
c
=
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SUSTAINABILITY

Our Planet

Greenhouse gas emissions

As noted in the table in Part 4, our target is to reduce our
carbon emissions by 50% from 2019 levels within S years.
Reducing our carbon emissions
Target & 'Net Zero' Targeting a 50% reduction in the Group's
carbon emissions over 5 years through a

We have pricritised reducing cur carbon emissions by 50% R
combination of:

rather than adopting a ‘'net zero' target which can only be
achieved through the purchase of carbon offsets. Cnce
sufficient progress has been made, consideration will be
given to adopting a 'net zero' target.

Cur target is calculated on an energy intensity metric
capturing Scope 1 & 2 emissions, using ‘market-based’ SOUICES OF S
emissions data'. The target is a 50% reduction in the number For newly acquired businesses targeting that

of tonnes of CO2e per £m revenue. at least 50% of energy used is from renewable

In 2019, our emissions were 22.91 tCC2e / £m revenue, sources within the first 5 years of ownership

rnaking our 2025 target 11.45 tCO2e / £m revenue. In 2020,
the figure was 1852 tCO2e / £m revenue, a 19% reduction
on 2019 levels, or 6% on an underlying basis (with emissions
adjusted to normalise the impact of COVID-18).

Investment expected

over five years

Methodology

Emissions data is reported in accordance with the UK
Government’s ‘Environmental Reporting Guidelines:
Including Streamlined Energy and Carbon Reporting
Guidance’, and the CHG Protocol Corporate Reporting
Standard, using the 2020 emission conversion factors
published by the Departrnent for Environment, Food and
Rural Affairs (Defra) and the Department for Business,
Energy & Industrial Strategy (BEIS). The assessment follows
the dual reporting approach for assessing Scope 2 emissions
from electricity usage. The operational control approach has
been used.

The data for the years ended 31 December 2019 and

31 December 2020, respectively, have been independently
assessed by Carbon Footprint Ltd, a leading carbon and
energy management company.

COe

Assessed
Organisation

As well as enabling us to report our emissions data, Carbon
Footprint have helped us identify new initiatives to further
reduce our emissions going forward.

1. Scepel&2 emissions are most directly within the Group's control; the ‘market-based’ measure of emissions is considered the most accurate.

64 discoverlE Group plc Annual Report and Accounts
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o
£
Greenhouse gas emissions Other environmental impacts 2
) o . [
The table below summarises cur GHG emissions during A number of Group companies have 1SO14001 accreditation x
the reporting year 1 January 2020 to 31 December 2020. and, as noted above, targets have been set to increase this. %
This differs from our financial year to be consistent with o . . . ]
previous emissions assessments. In add|t|9n to compliance with environmental laws, Group g
2019 2020 companies are encouraged to manage natural resources 0

Scope Element {tCOe) {tCO.e) carefully, minirise waste and recycle. Although the

- majority of our products are non-hazardous, where such
Direct Company owned 2,640.99 1,644.70 Jonty P

items are involved, it minimises the environmental risks
by use of appropriate labelling and technical information,
in conjunction with training and procedures for handling,
storage and disposal. The Group has implemented
Indirect Purchased electricity 7,298.55 6,600.54 procedures to comply with the Restriction of the Use

emissions  vehicles, gas, gas oil,
{Scope 1) LPG, site diesel and
refrigerant chemicals

esmissio;s and District Heating of Hazardous Substances in Electrical and Electronic §
I(_occan:i‘:)n Equipment Regulations 2004 (RoHS), the Waste Electrical o
Based) and Electronic Equipment Regulations 2006 (WEEE]}, the o
Total tCO< (5 122 2939.53 824524 Producer Responsibility Obligations (Packaging Waste) 3
ota 1€ (Scope ) et e Regulations 2005 and the Waste Batteries and Accumulators g
(Location-Based) Regulations 2009. 'E
o 0
Gther Transmission and 59038 60408 The Group also has a number of other initiatives underway, g
|nd!ref:t distribution of as summarised below. v
emissions  electricity
{Scope 3} and district heating
Total tCO.e (Scope 3 590.38 604.08 . . srs s
2 (Scope 3) Environmental initiatives
[Location-Based)
Gross Total {Location Based) 10,5292.92 8,849.32
Gross Total (Market Based) 10,534.44 8,377.33 ]
[
(Scope 1& 2 only) E
[
-
2
Intensity metric (Location-based): 2269 1957 n
Tonnes of CO,e per £M turnover _g
Total energy consumption (kWh)  26236,422 22,824,386 5
UK based emissions (%) 9.45 446 ,E
UK based energy consum ption (%) - 12,70
Intensity metric: 22,68 18.52'
Tonnes of CO.e (Scope 1& 2)
per £M turnover
[market-based emissions)
1 Areduction of 6% in emissions is referred to elsewhere in this
Annual Report and Accounts. That figure has been adjusted to c
reflect reduced operational capacity at certain sites as a result -f—"
of COVID-19. ©
E
2
£
]
<
5
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SUSTAINABILITY

Our People

Keeping our people safe and happy

4

Health and safety

The Group aims to provide clean, healthy and safe working conditions. In addition to compliance with local regulations,
discoverlE promotes working practices which protect the health and safety of its employees and other persons who enter
its premises. In line with that aim, the CGroup introduced a new Group Health & Safety Policy during the year, te reinforce
responsibilities and minimum standards, a summary of which is as follows:

Respansibility The Group operates a decentralised management structure. The management of each of our

& Ownership businesses is best placed to identify and manage the health and safety risks relevant to their business.
They must ensure that those risks are properly identified and managed.

Minimum The Policy sets out certain minimum expectations which are for individual management teams

Requirements to determine how best to achieve within their businesses. The minimum expectations include the
following:

= FEach business to have its own local H&S Policy and communicate to all concerned

= Appropriate resources must be in place

= Responsible individuals to be identified within each business and those individuals to have suitable
training

= Appropriate documentation to be maintained

= A'speak up’ culture is to be encouraged, with employees positively asked to identify potential risks
or hazards and bring them to the attention of those responsible for health and safety

= Appropriate risk assessments to be performed and recommmendations actioned

= Training to be provided

Reporting Operating companies report each month in respect of health and safety issues, including the
number of on-site accidents, near misses and mitigation. The following chart summarises the Group’s
accidents and near misses over the last three financial years.

0.025
0.020
0.015
0.010 _ .
@ Accidents per employee leading to absence
>5 days (per annumyj
0.005 .
@® Accidents per employee (per annum)
o Near misses per employee (per annum)

FY19
Fy20
Fy21

As at 31 December 2020, the Group had over 90 health & safety representatives across our workforce of 4,200 employees, a
ratic of 1:47, which is well ahead of guidance. The Group conducted over 6,500 hours of health & safety training in the year to
31 December 2020.

discoverlE Group plc Annual Report and Accounts
for the year ended 31 March 2021
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Equality and Diversity

The Group is cormnmitted to ensuring our people are treated
with respect, and are empowered and appropriately
rewarded. Our employment policies are based on equal
apportunities for all, and on there being no discrimination on
grounds of colour, ethnic origin, gender, age, religion, political
ar other opinion, disability or sexual orientation. The policies
are fair, equitable and consistent with the skills and abilities
of employees and the needs of the Group’s businesses and
aim to ensure that everyone is accorded equal opportunity
for recruitment, training and promotion. The CGroup does not
tolerate any sexual, physical or mental harassment.

Cur Board Diversity Policy can be found on the Cornpany
website: www.discoverlEplc.com. Set cut below is an analysis
of the number of employees by gender during the year.

Gender split
Employees

* 49%

(2020 45%)

51%

(2020 55%)

Senior Managers and executives

G

(2020 24%)
Group Executive Committee and direct reports

G
G

{2020 76%)
*85%
(1]
Directors

*17%

(2020 17%)

*83%

{2020 83%)

®Female @ Male

Innovative Electronics

Development and training

Employees are encouraged to develop their knowledge and
skills and te progress their careers to the mutual benefit of
themselves and the Group companies they work for. Itis the
responsibility of management to ensure that they comply
with all local laws and regulations. Employees benefit from
the ability to improve their skills and work in a challenging
and ambitious work environment.

Some of the Group's operating companies have structured
apprenticeship schemes for technical staff. Employees are
actively encouraged to undertake further learning, such as
National Vocational Qualifications or similar level courses, as
well as continual professional development to rmaintain any
relevant professional accreditations.

Recruitment and retention

Clear and fair terms of employment and a competitive
remuneration policy are in place. It is Group policy to
communicate with employees on major matters to
encourage them to take an interest in the affairs of their
employing company and the Group. In addition to the
Workforce Advisory Panel that has been established in
accordance with Provision 5 of the UK Corporate Governance
Code, each operating company is encouraged to maintain
effective employee engagement arrangements, including
keeping employees aware of the financial and econormic
factors affecting their employing company’s performance.

The Group remains supportive of the employment and
advancement of disabled persons. Full consideration is given
to applications for employment from disabled persons,
where the candidate’s particular aptitudes and abilities are
consistent with meeting adequately the requirements of
the job. Gpportunities are available to disabled employees
for training, career development and promotion. Where
existing employees become disabled, it is the Group’s policy
to provide continuing employment, wherever practicable,
in the same or an alternative position and to provide
appropriate training and support to achieve this aim.

www.discoverlEplc.com &7
Stock Code: DSCW
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SUSTAINABILITY

Our Products

Read our impact Report 2021

General Business Ethics and Compliance

Business ethics

All discoverlE Group companies seek
to be honest, fair and competitive in
their relationships with customers
and suppliers. Every attempt is made
to ensure that products and services
are provided to the agreed standards
and all reascnable steps are taken to
ensure the safety and quality of the
goods and services provided.

So far as it is able to, and taking into
account local cultural and regulatory
differences, discoverlE encourages the
arganisations and people with whom
it does business to abide by principles
of good practice in relation to their
corporate social responsibility.

discoverlE has a zero tolerance
approach to modern slavery, servitude,
forced or compulsory labour and
human trafficking in its business
aperations or its supply chains. The

discoverlE Group plc

Group does not tolerate modern
slavery or human trafficking in any
part of the Group’s business and
expects the same high standards
from our third-party suppliers and
contractors.

The Group’s modern slavery statement
and its statement of intent on business
relationships matters can be found on
its website: www.discoverlEplc.com.

The Group maintains an external
whistleblowing helpline in addition
to the existing internal reporting
procedure so that anyone with

a concern is able to raise this

in confidence. The Group’s
whistleblowing policy can be
found on the discoverlE website:
www.discoverlEplc.com.

This Report provides just a
few examples of the ways
in which our products are
helping in the global fight
against climate change,
and how they are helping
people personally.

It can be found on the
Company’s website:
www.discoverlEplc.com

Anti-bribery and corruption

discoverlE is committed to applying
the highest standards of integrity,
honesty and fairness in its business
activities. A zero-tolerance approach is
taken towards bribery and corruption
in all its forms by, or of, its employees or
any persens or companies acting on its
behalf. It is discoverlE’'s policy that no-
one in the Group should offer or accept
any bribes or other corrupt payments,
engage in any anti-competitive
practices or knowingly be involved in
any fraud or money laundering.

The Board and senior management
have implemented a worldwide anti-
bribery and corruption programme to
enforce and monitor effective anti-
bribery procedures in accordance with
the UK Bribery Act 2010.

Annual Report and Accounts
for the year ended 31 March 2021
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Our compliance
The following table contains a summary of how discoverlE has addressed certain ESG matters.

Topic Reference / Comment
General
The benefits of our products :) Please see pages 16 to 17 and our separate Impact Report, which can be

found at www.discoverlEplc.com.

Governance Please see:

D The Corporate Governance Report on pages 74 to 84

o
:) For ESG governance, page 60 ‘g'_

:) For Risk management, page 40 &

Q

:) For governance of climate-related risks, page 45 >

&

[

Targets :) Key performance indicators and key strategic indicators can be found on ﬁ

pages 22 and 23

0 ESG-specific targets can be found on pages 62 and 63

AGM voting Conducted by poll.
Risk Management 0 Read more on pages 40 to 45
Climate-related risks O Read more on pages 45 and 48 g
i, g
Materiality assessment :) Read more on page 60 £
o
>
Remuneration O Please see the Remuneration Report on pages 94 to 118 S
]
= A portion of remmuneration is dependent upon ESG objectives for the 'E
Executive Directors and the GEC 2
;
Board diversity policy Please see the Company’s website: www.discoverlEplc.com
Anti-bribery and corruption policy
Whistleblowing policy
.
&
Tax strategy Please see the Company's website: www.discoverlEplc.com E
2
Regulatory compliance /fines There were no prosecutions or fines of the Group during FY 2020/21. £
I
The Strategic Report, as set out on pages 02 to 69, has been approved by the Board. 2
]
Cn behalf of the Board IE
Nick Jefferies Simon Gibbins
Group Chief Executive Group Finance Director
3June 2021 3 June 2021
c
.2
=
]
E
2
£
@
£
3
(e}

Innovative Electronics www.discoverlEplc.com
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Malcolm Diamond
MBE

Non-Executive Chairman

0o®

Appointment to
the Board

Chairman since April 2017,
Non-Executive Director since
November 2015

Independent
Yes

Previous experience

Malcolm brings considerable
commercial and international
business experience to the
Board, as well as City investor
knowledge and expertise. Prior
to joining the Board, Malcolm
was Executive Chairman and
Chief Executive of Trifast plc
and, among other previcus
appointments, was the Senior
Non-Executive Director of
Dechra Pharmaceuticals Plc
and a Non-Executive Director
of Unicorn AIM VCT plc.

External appointments
None

discoverlE Group plc

Nick Jefferies

Group Chief Executive

1 10)

Appointment to
the Board
January 2009

Independent
No

Previous experience

Nick joined discoverlE as
Group Chief Executive in
2009. He started his career
as an electronics engineer
for Racal Defence (now
part of Thales plc), before
joining Toshiba and then

Hitachi's European electronic

compenent businesses.
Prior to discoverlE, he
was General Manager
for electronics globally at
Electrocomponents plc.

External appointments
None

Simon Gibbins

Group Finance Director

©

Appointment to
the Board
July 2010

Independent
No

Previous experience
Sirfmon brings significant
financial expertise and
experience gained at an
international level. Priar to
jeining the Group, he was
at Shire plc for nine years,
latterly as Global Head of
Finance and Deputy CFQ,
and at ICI plc for six years in
various senior finance roles,
both in the UK and overseas.
His earlier career was spent
with Coopers & Lybrand
where he qualified as a
chartered accountant.

External appointments
None

Tracey Graham

Non-Executive Director

Ol0]-

Appointment to
the Board
November 2015

Independent
Yes

Previous experience

Tracey brings significant
operational expertise to the
Board. During her executive
career, Tracey was Chief
Executive of Talaris Limited and
Managing Director of De La Rue
Cash Systems. Prior to that she
was President of Sequoia Voting
Systerns, Customer Services
Director at AXA Insurance and
held senicr positions at HSBC.

External appointments

Non-Executive Director of

Link Scheme Limited, Senior
Independent Director of
Ibstock plc, and Non-Executive
Director of Royal London Mutual
Insurance Society. Tracey is alse
a Member of the City of London
Court of Common Council
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Bruce Thompson Clive Watson Creg Davidson Committee membership
Audit and Risk
. . . Committee
Senior Independent Non-Executive Director Group General Counsel ]
Director & Company Secretary @ Group Executive
Committee M
5
ololo - Jolo ® @ nemnaten :
Committee c
. . . ]
Appointment to Appointment to Appointment to ® Remuneration 3
the Board the Board the Board Committee 9
Senior Independent Director  September 2019 Novernber 2019 . Chairman of the 'E
since March 2019, Non- Committee g_
Executive Director since 5
February 2018 v
Independent Independent Independent
Yes Yes No
Previous experience Previous experience Previous experience
Bruce brings a wide range Clive is a Chartered Greg joined discoverlE
of strategic and leadership Accountant and brings wide- in November 2019 and is @
expertise to tI_'le Board With r_angin_g experience in senior responsible for legal and S
proven experience of growing f|n_an<:|al _roles_to the Board. company secretarial affairs. E
international industrial Priar to his retirement from ) . . =
. : - He is a qualified lawyer with [
businesses. executive roles, Clive spent . ) P b
During hi ti almost 13 years as Group extensive experience o =
5 urng his gﬁ?c#gve catfee“ Finance Director of Spectris technolagy, corporate and '
]’CF{CG W?S - Ile xelcu Ive plc, having previously held commercial matters. His H
Officer of Diplona lP . a number of other senior experience includes five years E
gnortopmmdg D'Ft) oma, finance positions both in at Wiggin & Co LLP, with
Wzsﬁfhvga,tzghrﬁg orand the UK and overseas. He also clients focused predominantly
gyl . served as Senior Independent i the technolegy sector and,
mahagement cansu ting Director and Audit Committee ior to inining di IE 16
firm Arthur D. Little Inc, both 2 00 e o o prierto joining discoverit,
inthe UK and the USA. . . pirax- years at RM plc, with seven
Engineering plc.
years as General Counsel &
Company Secretary.
c
External appointments External appointments External appointments 2
Non-Executive Director and  Non-Executive Director of None E
Chair of Avon Rubber plc Breedon Group plc, Non- H
Executive Director of Kier “_E
Group plc and Non-Executive 5
Director of Trifast plc £
(e}
Innovative Electronics www.discoverlEplc.com
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THE GROUP
EXECUTIVE COMMITTEE

Nick Jefferies

Group Chief Executive

o For biography
see page 70

Paul Neville

Group Commercial
Director

Paul joined discaverlE

in March 2009 and is
responsible for running the
Design & Manufacturing
division. Formerly
responsible for discoverlE’s
M&A programme, Paul

led the acquisition of 13
businesses, ten of which
are now within the D&M
division. He has many years’
experience in both financial
and operaticnal senior
management positions for
listed public companies.

discoverlE Group plc

Simon Gibbins

Group Finance Director

c For biography
see page 70

Martin Pangels

Group Development
Director

Martin joined discoverlE in
July 2010 after working as
an advisor to the business.
Prior te joining discoverlE,
he spent nine years at
Electrocomponents plc,
where he was Regional
General Manager for Eurape,
and six years with Bain &
Company as a strategy
consultant.

Greg Davidson

Group General Counsel
& Company Secretary

O For biography
see page 71

Paul Webster

Group Director — Acal
BFi and Cross-Selling

Paul joined discoverlE in
June 2070 as Managing
Director, Acal BFi UK,
moving to his current

role in April 2012. He has
rmany years’ experience

in senior management
roles, including Head of
Product Management

for electronics globally at
Electrocomponents plc. He
began his career as a design
engineer for Plessey Avionics
(now part of BAE Systems).

Jeremy Morcom

Group Head of
Corporate Development

Jeremy was appointed
Group Head of Corporate
Development in March
2017. A physicist by
background, he has over
25 years experience in
industrial mergers and
acquisitions, initially in
investment banking and
then in industry, leading
the corporate development
programmes at Spectris plc
and Invensys plc.
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CORPORATE
GOVERNANCE
REPORT

Chairman’s Governance
Overview

aiscoverlE s 3 strorg busiress, with 2

verts of the lzst year bave
ocemorstrateo the importarce of our
gaverrzrce zirergemerts, The resilisrcs
thatthe Croup Pas showr, resporairg
ouickly to chergirg circumstarces, ero
estzklishirg sefe workirg practices zro
mEirtzirirg cortiruity, is testamert 1o
their effectiveress.

These structures belg ersure w
" positioreo for cortirugo gros
The events Of the IaSt year to meet the socizl ero ervirormertsl

have demonstrated both the cheller ges fecirg the worlo toozy
L] om® .
importance and resilience Malcolm Diamond MBE

3Jure 202
of the Group’s governance o

arrangements”

Malcolm Diamond MBE

Chzirmsr
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Compliance with the UK Corporate Covernance Code 2018

o
During the year ended 31 March 2021, the Company complied with the UK Corporate Governance Code 2018 (the "Code’”), o
. . L ; ) S ) . : a
with the exception of provision 38 {alignment of pensicons) which, in accordance with guidance, the Company will comply @
with from 1January 2023 %
g

Section Progress made Further "é
Information B

The Beoard leads from the front in setting the tone for the :) Read more on
business and has established a clear purpose, set of values

LT . ) pages 76 to 79
. and strategy, taking intc account the interests of cur variocus
Board Leadership and stakeholders. The right resources, structures and processes are
Company Purpose in place to ensure that these are then implemented properly
throughout the Group.
a The respective roles and responsibilities of the Executive and 0 Read more on
oo Non-Executive Directors are clear and consistently applied, pages 80 to 81

praviding for constructive and effective dialogue and clear

Division and accountability.

Responsibilities

Corporate Covernance

experience an_d the appointmenlt process is rigorous_and pages 82 to 83
carefully applied. Annual evaluations keep the effectiveness of
the Board and its Committees under regular review to ensure

The Board has a healthy balance of skills, knowledge and :) Read more on

Composition, Succession

and Evaluation this remains the case.
The Board has established clear processes and procedures 0 Read more on
to ensure that risks are carefully identified, monitored and page 84

. mitigated against and then reported externally in an open and
Audit, Risk and transparent manner. This helps ensure that the Company's
Internal control financial statements are fair, balanced and understandable.

Effective risk management is critical to achieving our strategy.

Financial Statements

Remuneration supports the Company’s strategy and is 0 Read more on

appropriate to the nature and size of the business. The page 84
Board has clear processes in place and aims to reportin a

straightforward and easy to understand way, with a view to

praviding external stakeholders with reassurance that pay,

performance and wider interests are aligned.

Remuneration

Other Information

Innovative Electronics wiww.cliscover|Eple.
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CORPORATE
GOVERNANCE
REPORT

Board Leadership

and Company Purpose
Current composition and changes
to the Board in the year

Details of the current members of the Board and Group
Executive Committee are set out on pages 70 ta 72.

There were no changes during the year ended 31 March
2021. Bruce Thampson is Senior Independent Director,
Tracey Graham is Chair of the Remuneration Committee
and Clive Watson is Chair of the Audit and Risk Committee.

All of the Non-Executive Directors have considerable
expertise in their respective roles.

Section 172 Statement

The Board takes seriously all of its duties, including those set
out in section 172 of the Companies Act 2006. The statement
required by section 172(1) explaining how it has taken those
duties into account can be found on pages 55 to 57.

discoverlE Group plc

Stakeholder engagement
We engage proactively with our stakeholder groups.

3 Read more on pages 53 to 57

Sustainability

Provision 1 of the Code deals with the Company generating
value over the long term in the context of future risks and
apportunities. This is addressed in the Sustainability Report
and in the Risk Managernent section.

:) Read more on pages 58 to 69
:) Read more on pages 40 to 45

Annual Report and Accounts
for the year ended 31 March 2021

08.09.2022 kI 14:16 Brgnngysundregistrene

Side 81 av 212



= Brgnngysundregistrene Arsregnskap regnskapséaret 2021 for 996755193

Cood governance

Following the introduction of the new Code in 2018, the Board reviewed the Group’s governance frameworks and its
purpose, culture and values.

Strategic Report
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CORPORATE
GOVERNANCE
REPORT

Board Leadership
and Company Purpose

Employee Engagement

A high-quality workforce is vital to the success of the Group.

There are a range of employee engagerment initiatives in
place across the Group and these include the following:

= Works Councils and staff representative meetings
= Employee meetings

= Quarterly performance updates

= Staff surveys

= Social and tearmn-building events

= Health & wellbeing reviews

= Workforce Advisory Panel

Since 2009, as part of its annual calendar the Board visits
the Group’s operating sites, meeting management and
employees directly.

In 2017, the Beoard visited Flux {Copenhagen), in 2018 the
Board visited Myrra and Noratel (both in China) and, in 2019,
the Board visited Cursor Controls (Newark, UK]. Prior to the
emergence of COVID-19, plans had been made for the Board
to visit Santon in The Netherlands, in September 2020.

The Board aims to visit as much of the Group as possible,
visiting facilities in a variety of locations internationally. The
Board gains a deeper understanding of the business, local
complexities, working conditions, the level of skills and
expertise in each facility, the concerns and aspirations of
staff, and any issues that the leadership or staff may wish to
discuss with the Board. The Board intends to resume these
visits once conditions allow.

The purpose of the Workforce Advisory Panel is to ensure
that the "employee voice” is heard, that the Board is aware
of any issues or concerns that staff may have and to ensure
that their views are taken into account and influence the

Board's decision-making, where appropriate. This helps the
Board to monitor and assess the culture of the organisation.

A number of operational changes have already been implemented as a result of the interaction. In the coming year, it is
intended that this will include increased collaboration between different businesses within the Group.

Time Allocation, Board and Committee Meetings and Attendance
During the year, attendance by Directors at Board and Committee meetings was as follows:

Committees

Director Board Audit and Risk Remuneration Nomination Overall Attendance %
Malcolm Diamond 14 /14 2/3 &/6 1/1 100%
Simon Gibbins 14 /14 3/3 6/6 1/1 100%
Tracey Graham 14 /14 3/3 6/6 1/1 100%
Nick Jefferies 14 /14 2/3 &/6 1/1 100%
Bruce Thompson 14 /14 3/3 6/6 1/1 100%
Clive Watson 14 /14 3/3 6/6 1/1 100%

Time ie provided at the start and the end of each meeting for the Chairman to meet privately with the Senior Independent Director and Non-
Executive Directors. During FY 2020721, the Board was mindful of the additional time commitment required of the Non-Executive Directors as
a result of COVID-19, both for the Company and also for their other appointments. These commitments were taken intc accountaccount in the
preparation and planning of meetings to ensure that all Directors were able to allocate sufficient time to discharge their responsibilities.

Board approval is required prior to any Director accepting any external appointments.

Annual Report and Accounts
for the year ended 31 March 2021
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Board activities

Key activities and discussions in 2020/21 Key priorities in 2021/22

Strategy = Oversaw the Group's response to COVID-19 = Continued consideration of the

= Reviewed and approved the acquisitions of Group’s response to COVID-19

Phoenix and Limitor = Consider acquisitions as identified
and determine the appropriate

= Reviewed key strategic indicators {"KSIs") and key ]
course of action

performance indicators ("KPIs”)
= Keep KSIs and KPIs under review

Strategic Report

= Keep the Group's dividend policy
under review

= Continue to focus on international

growth in key markets, including
expansion into North America

Risk and risk = Carried out robust assessment of principal and = Review key risks and ensure that
management ermerging risks (see pages 47 to 52} the Group's internal control process
= Considered the Group’s exposure to climate remains appropriate §
related and other ESG risks e
= Monitored compliance with the anti-bribery and E
corruption policy 3
= Reviewed internal audit reports and actions taken g
to address findings identified g
o
5
Covernance = Reviewed and engaged with major shareholders = Build further understanding and v
and proxy bodies on the remuneration policy plan actions in relation to new
due to be put to Shareholders at the 2021 annual regulations over the period

general meeting

= Continued focus on the composition, balance and
effectiveness of the Board

= Signed off and published the Group’s modern ]
slavery statemenit S
= Engaged with institutional Sharehalders, investors E
2
and other stakeholders throughout the year o
n
= Reviewed and approved the FY 2019/20 Annual =
Report 9
]
£
Crganisational = Monitored health and safety performance across = Continue to monitor health and "
capacity the Group. Regular Board updates received on safety performance across the
actions improving health and safety Group
= Received presentations by senior management = Consideration of the Group’s
including on M&A strategy capacity as it continues to grow
= Review of Group's rescurces and ability to respond
in light of COVID-19 c
2
®
Board development = Continued focus on the composition, balance and = Focus on increasing diversity both c
effectiveness of the Board for the Board and across the Group “é
. . L c
= Reviewed Board and Committee composition and more generally =
discussed and acted on the recommendations of 2
the Nomination Committee Q

» Undertook an internal evaluation of the Board, its
Committees and individual Directors

Innovative Electronics www.discoverlEplc.com 79
Stock Code: DSCW
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CORPORATE
GOVERNANCE
REPORT

Division and Responsibilities

discoverlE is led by a strong and experienced Board with a breoad range of skills, experience and knowledge.

Throughout the year under review, the Board consisted of Malcolm Diamond as Non-Executive Chairman, Tracey Graham,
Bruce Thompson and Clive Watson as Non-Executive Directors, with Nick Jefferies as Group Chief Executive and Simon
Gibbins as Group Finance Director. The composition of the Board is kept under review by the Nomination Committee on an
annual basis. The Nomination Committee considers the size and compasition of the Board to be appropriate to the Group's
business and strategy but would benefit from increased diversity. The Non-Executive Directors constructively challenge
management proposals where appropriate and carefully monitor management performance and reporting on an ongeing
basis. The Company has both a Chairman and a Group Chief Executive.

There is a clear division of respensibilities, which has been agreed by the Board, and a summary of their respective roles is
described opposite.

Role of the Board

Setting the long-term objectives
and commercial strategy.

Role of the Chairman Role of the Group Chief Executive

= Responsible for leading the Board, L]
which includes the operation of the
Board’s overall procedures.

Leading the development and L]
implernentation of the Group's
strategy. = Oversight of the management of

= Providing a forum for constructive = Communicating with Shareholders discoverlE.

discussion and ensuring receipt of
clear and timely information.

= Overseeing Corporate Governance
matters.

= | eading the performance
evaluations of the Group Chief
Executive, the Non-Executive
Directors and the Board.

The Chairman, in conjunction with the

Group Company Secretary, ensures

that Directors receive afull, formal and

tailored induction to the Group and
ongaoing training as relevant.

discoverlE Group plc

and other stakeholders. -

= Responsible for the day-to-day
management of the Group's
businesses and reporting on their
progress to the Board.

= Leading the Group Executive
Committee.

The Group Chief Executive is assisted
in meeting his responsibilities by the
Group Executive Committee.

Review of the KSIs and KPls.
Review of acquisitions and
corporate transactions.

Recommending or declaring
dividends.

Approval of financial statements,
business plans, financing and
treasury matters.

Approval of major capital
expenditure and commitments.
Maintaining scund internal controls
and risk managernent systerns.
Review of the Group's overall
corporate governance.

Any litigation of a material nature.

As set out on the opposite page,
certain matters are delegated to the
Group Executive Committee and to
the Audit and Risk, Remuneration and
Nomination Committees.

Annual Report and Accounts
for the year ended 31 March 2021

08.09.2022 kil 14:16

Brgnngysundregistrene

Side 85 av 212



= Brgnngysundregistrene Arsregnskap regnskapséaret 2021 for 996755193

Governance framework

Chaired by Malcolm Diamond
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CORPORATE
GOVERNANCE
REPORT

Composition, succession

and evaluation
Current Composition
The biographies of the current members of the Board and
Group Executive Committee are set out on pages 70 to 71
and 72 respectively.

Board composition

Gender diversity

@ Female (1)
Work of the Nomination Committee 170/
The Nomination Committee Report, which can be found o
on pages 90 to 91, describes the work of the Nomination ® Male (5)
Committee in ensuring that the Board continues to have
the right mix of skills, knowledge and experience, and the 830/
process for ensuring that there is an effective process in (1]
place for succession planning. As noted in the Nomination
Committee Report, the Board considers that steps should be Independence

taken to improve the diversity of the Board and wider Group. @ Exccutive 2]

33%

@® Non-executive (4)
%
67%

Board tenure

Independence

The independence of the Non-Executive Directors is
reviewed annually. The Board considers that the Non-
Executive Directors bring strong independent cversight
and continue to demonstrate independence. The Board
recognises the recommended term for Non-Executive
Directors as set out in the Code and is mindful of the
need for suitable succession.

Bruce Thompsoen is the Senior Independent Director @ <lyear (0)
and is available to Shareholders should they have o

concerns that cannot be resolved through other channels. o /o
Induction ® > year (6)

All new Directors receive induction training on joining
the Board and are expected regularly to update and
refresh their skills and knowledge, with the Company
providing the necessary resources, as required.

The induction programme includes meeting with the
Group’s senior management and visits to key locations,
as well as a cormprehensive briefing pack.

discoverlE Group plc

100%

Ethnic diversity

@ Mixed/multiple ethnic group (0)

0%

® hite (5]

100%

Annual Report and Accounts
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Evaluation

o
In accordance with the Code, the Board and each of its ‘g_
Committees undertakes an evaluation each financial year. 2
Such evaluations were completed during the year ended )
31 March 2021 and the process and findings are summarised Board composition E
below. ©

]

Each Director considers his or her individual performance,
the performance of the Chairman and the overall
performance of the Board and each of its Committees by
using questionnaires.

The completed questionnaires are submitted to the
Company Secretary who collates the results and provides
an overall summary to the Board.

A 4

The results of the evaluation are discussed by the Board
and actions for improvement are decided upon.
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A summary of the 2021 Board evaluation is detailed in the
box opposite.

v

Individual questionnaires are provided to the Chairman
and Senior Independent Director, as appropriate.

One-on-one discussions are then held between the
Chairman and the Senior Independent Director on the
evaluation of the Chairman, and between the Chairman
and the Non-Executive Directors on their respective
evaluations.

Financial Statements

Re-election

In accordance with the Code, all Directors stand for
re-election annually at each AGM.

Other Information

Innovative Electronics www.discoverlEplc.com
Stock Code: DSCW

08.09.2022 kI 14:16 Brgnngysundregistrene Side 88 av 212



==" Brgnngysundregistrene Arsregnskap regnskapsaret 2021 for 996755193

CORPORATE
GOVERNANCE
REPORT

The Strategic Report notes that delivering the Group’s
strategic priorities in a sustainable and responsible rmanner
requires careful consideration to be given by the Board to
the nature and level of risks that the Group should accept.

Audit, Risk and
Internal Control

The Board’s approach to risk generally, including the
identification, management and mitigation of risks
{including internal controls), is described in further detail in
the following sections of this Annual Report and Accounts:

= Qur appreach to Risk Management is described on pages
401to 45.

= The Group’s Principal Risks and Uncertainties are set out
on pages 47 1o 52

= Finally, the Audit & Risk Committee Report on pages 85
to 89 provides further details as to how the Committee
provides oversight, and supports the Beard, in relation
to matters relating to audit, risk and internal controls
generally.

A
.‘l.

discover|E Group plc

Remuneration

The Board's approach to remuneration is set out in the
Remuneration Report (see pages 94 to 118). In its approach
to remuneration, during the year ended 31 March 2021, the
Company complied fully with the Code, with the exception
of provision 38 of the Code (alignment of pensions). The
Remuneration Committee has decided that employer
pension centributions for any newly appeinted Executive
Directors shall be the same as those for the general UK
workforce and that the contributions for the current
Executive Directors will be aligned with the general
workforce with effect from 1January 2023

Approval

This Corporate Governance Report has been approved by
the Board and signed on its behalf by

Greg Davidson
Group General Counsel and Company Secretary

3Juneg 2021

Annual Report and Accounts
for the year ended 31 March 2021
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AUDIT AND
RISK COMMITTEE
REPORT

“The Committee’s role
is central in bringing
together the Group’s risk
management activities
and control environment.”

Clive Watson
Chairman of the Audit Commitiee

Member

Member Since

Clive Watson 2019

Tracey Graham 2017

Bruce Thompson 2012

The Croup Company Secretary acts as Secretary to the
Committee.

Details of individual Directors’ attendance
can be found on page 78

Dear Sharcholder,

| am pleased to report on the activities of the Audit and Risk
Committee ("the Committee™) during the year under review.

Meetings

During the year, the Committee met three times and also
met privately with the external auditor. The Committee
comprised the people shown in the table on the left, all of
whom were Non-Executive Directors.

In addition to the Committee members, the Group Chief
Executive, the Group Finance Director, representatives
from the external auditor, the Group Risk and Internal
Audit Manager, the Group Projects Manager and the Group
Financial Controller attended parts of these meetings by
invitation. As Chair of the Committee, | maintain direct
communication with the external auditor and the Group
Risk and Internal Audit Manager, independently of the
management of the Company.

Meetings of the Committee are scheduled so as to ensure
the Committee is informed fully, and on a timely basis, on
areas of significant risks and judgernent. The Committee
also received sufficient, reliable and timely information from
management on significant changes to financial accounting
standards and reporting requirements, regulatoery and
governance changes and developments concerning risk
management, fraud prevention and detection, and cyber
security. As Chair of the Committee, | report to the Board
on any significant matters arising from the activities of the
Committee.

The Board is satisfied that the members of the Committee
have both recent and relevant experience (as set cut on
pages 70 and 71) and that, therefore, the Committee as a
whole has competence in the sector in which the Group
operates. The Committee is satisfied that the Group’s
executive compensation arrangements do not prejudice
robust controls and good stewardship.

How the Commiittee spent its time

@ External Audit

@ ~Annual Report
Finance Reviews

@ Internal Audit

Risk Management
& Internal Controls

www.discoverlEplc.com a5
Stock Code: DSCW
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AUDIT AND
RISK COMMITTEE
REPORT

Committee activities during FY21

June 2020

= Reviewed results of the external audit of the FY20 Annual
Report and Accounts

= Reviewed the going concern and viability statements
= Reviewed the FY20 Annual Report and Accounts

= Agreed a revised risk management and internal audit
programme for Fy21

= Discussed the overall adequacy and effectiveness of the
Group’s internal controls

= Reviewed the self-assessment of the Group Internal Audit
function and the adequacy of its resources

= Considered the impact of COVID-19 on the Group's key
controls envircnment

= Reviewed and approved the revised Risk Management
Policy

= Reviewed and approved the internal audit charter

= Half yearly review of the Group Risk Register

November 2020

= Reviewed half year results and judgemental accounting
areas, in particular the impact of COVIB-19 on going
concern and goodwill

= Reviewed regulatory update

= Half yearly review of the Group Risk Register including,
in particular, subsidiary risk reporting

January 2021

= Reviewed external audit planning report for FY21 Annual
Report and Accounts (including review and approval of
audit scope and fees)

= Agreed arisk management and internal audit programme
for Fy22

discoverlE Group plc

Standing items

= Update on internal audits conducted and progress
with management’s implerentation of actions

= Update on alignment of newly acquired businesses
to group peolicies and procedures

= Update on risk management projects

After each meeting of the Committee, the Chair of the

Committee reports to the Board, to enable the Board to

discharge its responsibilities.

Role of the Commiittee

The Committee’s role is central in bringing together

the Group's risk management activities and contral
environment to ensure adherence to policies, the integrity
of financial reporting and the maintenance of a strong risk-
focused culture. Following recent and upcoming regulatory
changes, this includes consideration and review of the
Group's exposure to climate-related risks and opportunities.
As Chair of the Audit and Risk Committee, | attend the
annual general meeting and make myself available for any
Shareholder questions within the Committee’s remit.

The Committee oversees and reviews the management of
risk, financial results, and the Group Internal Audit function.

Key responsibilities of the Commiittee:

= Consideration of the appropriateness of the accounting
principles, policies and practices adopted in the Group’s
accounts

= Review of external financial reporting and associated
announcements to ensure they are fair, balanced and
understandable

= Managing the appointrment and rermuneration of the
Group’s external auditor, together with an assessment
of the effectiveness and independence of the audit,
including the policy on the award of non-audit services

= [nitiating and supervising a competitive tender process
for the external audit, as and when required

= Oversight of Group Internal Audit

= Ensuring the effectiveness of the Group's risk
rmanagement processes and internal controls

= Oversight and update of the Group Risk Register

= Oversight of the Group's whistleblowing procedures in
conjunction with the Board. If any issues are reported that
require further investigation, this is typically conducted
by the Group Internal Audit function, which reports back
to the Committee as to their findings and whether any
further action is necessary or desirable. During the year
a small number of reports were made, with the majority
proving to be routine HR matters. None of the matters
reported were found to be a cause for concern.

= Monitoring compliance with the UK Corporate
Governance Code

Annual Report and Accounts
for the year ended 31 March 2021
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Fair, balanced and understandable

The Committee has, at the request of the Board, reviewed this year's Annual Report and Accounts to assess whether it
presents a fair, balanced and understandable view of the Company’s position and prospects. The Committee’s review
tock account of the process by which the Annual Report and Accounts is prepared, which includes analysis of changes to
applicable reporting requirernents and standards, and a robust schedule of review and verification by senior management
and external advisers to ensure disclosures are accurate. The Committee is satisfied that, taken as a wholg, the Annual
Report and Accounts is fair, balanced and understandable and provides the information necessary for Shareholders to
assess the Group’s position and performance, business model and strategy and has advised the Board accordingly.

Significant matters considered and decisions taken

As part of the monitoring of the integrity of the financial statements, the Committee assesses whether suitable accounting
policies have been adopted and whether management has made appropriate estimates and judgements. Suppert from the
external auditor is sought when undertaking these assessrents.

During the year, the Committee’s review of other significant accounting and financial reporting issues included a focus on
the key areas outlined as follows:

Impairment of goodwill A consideration of the carrying value of goodwill and the assurmptions underlying the
impairment review. The judgements in relation te goodwill impairment largely relate to
the assumptions underlying the calculations of the recoverable amount of the business
unit being tested for impairment, primarily the achievability of long-term business plans
and macroeconomic assumptions underlying the valuation process. The assumptions are
sensitised to ensure that there is adequate headroom between the recoverable amount and
the carrying value of the business being tested for impairment.

Specifically, this included a review of any businesses not perferming in line with expectations,
to assess any potential impact on the carrying value of goodwill.

COVID-192 Areview of the potential impact of COVID-19 on the Group and re-scheduling of Group
Internal Audit activities to enable continued effectiveness during lockdowns.

Accounting for acquisitions A review of the initial accounting for the acquisitions of Phoenix and Limitor during the year,
including the appropriateness of the assumptions used in assessing the fair value of assets
and liabilities acquired.

Valuation of the legacy A review of the appropriateness of the assumptions used in the valuation of the legacy
defined benefit pension defined benefit pension scheme under I1AS 19 - Employee Benefits.

scheme

The recognition and A determination of the appropriateness of the assumptions used in the recognition and
valuation of judgemental valuation of judgemental provisions which relate mainly to enerous contracts, inventory,
provisions severance indemnities, acquisition earn-out arrangements, long-term incentive plans,

restructuring and integration.

Presentation of underlying A review of the appropriateness of items disclosed as exceptional items and acquisition-

profit adjustments related costs (including asset amortisation of acquired intangibles and acquisition expenses)
in the Supplementary incorne statement information and notes te the Group financial
statements, in line with the Croup’s stated policy.

GCoing Concern and Viability A review of the assumptions underpinning the going concern and viability statements.

The Committee was satisfied that each of the matters set out above had been fully and adequately addressed by the
Executive Directors, appropriately tested first by the Committee and then reviewed by the external auditor, and that the
disclosures made in this Annual Report and Accounts were appropriate.

In respect of each significant matter reviewed by the Committee, the Committee considered the assumptions made, the
reasonableness of judgements in their context, and how such matters have been presented. The Committee evaluated and
challenged each of these to ensure that the Annual Report and Accounts is complete and accurate in all material respects.

Tax strategy

In March 2021, the Committee approved the Group Tax Strategy, which can be found on the Company’s website at
www.discoverlEplc.com.

Innovative Electronics www.discoverlEplc.com a7
Stock Code: DSCW
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AUDIT AND
RISK COMMITTEE
REPORT

Risk management and internal controls

The Board has overall responsibility for the Group's risk
appetite and risk management. This includes determining
the nature and extent of the risks it is willing to take in
achieving the Group's strategy and objectives. The Board
is ultimately responsible for the effectiveness of the risk
rmanagement strategy and framework, and internal
controls systerns.

Oversight of risk management is undertaken by the
Committee, in accordance with its terms of reference.

In order to ensure the effectiveness of the risk management
and internal control systems, the Committee undertook a
number of key activities during the year, including:

= Consideration of the risk management activities during
the year (including particular focus on specific areas of
cyber security and financial controls)

= Review of risk management and reporting to ensure
effectiveness and that the balance between risk and
opportunity was in keeping with the Group’s risk appetite

= Regular meetings with members of senior management
and internal audit

= Review of reports on control matters and challenge of
management’s response to any matters raised

= Evaluation and challenge of the results and
recommendations of audits undertaken by the Group
Internal Audit function and the external auditor

= Review of the resource requirements of the Group
Internal Audit function

= Review of the annual Audit and Risk Committee agenda.

Review of Internal Controls

The Group’s finance department includes a separate
Group Internal Audit function. This is led by the Group
Risk and Internal Audit Manager who is part of the Group
management team and reports to the Group Financial
Director and, independently, to me, as Chair of the
Committee.

Internal Audit

The Group Internal Audit function’s primary purpose

is to provide risk-based and independent assurance,
advice and insight to help improve all aspects of the
organisation’s governance and system of internal control,
including management of risk. The remit of the internal
audit function covers discoverlE Group plc and all of its
subsidiaries. The function consists of two staff, supported
by the CGroup Projects Manager and cutscurced providers
as deemed necessary. Further details on the operation of
the Group Internal Audit function can be found in the Risk
Management section on page 40.

The Audit and Risk Committee has overall responsibility for
reviewing the effectiveness of the Group's internal control
framework and the Group Internal Audit function. As part of
this, we ensure that the Group Internal Audit function has

discoverlE Group plc

unrestricted scope, the necessary rescurces, and appropriate
access to information, to enable it to perform its function
effectively. The suitability of resources available to the Group
Internal Audit function was considered in the year. The
Committee also reviews regular updates on internal audit
work carried cut and the actions taken by management to
implernent the recormendations of internal audit reviews.

A programme of internal audit activities has been
completed during the year. The scope of work carried

out by the Croup Internal Audit function generally focuses
on the internal financial and operational contrels within
each business, particularly in recently acquired businesses.
Further internal audit work is outsourced to external
providers, where appropriate.

While no system of controls can provide absolute assurance
against material misstatement or loss, the Group’s systems
are designed to manage, rather than eliminate, the risk of
failure to achieve business objectives and provide reasonable,
and not absolute, assurance against material misstatement
ar loss. As part of the annual review of the effectiveness of
the Group’s internal controls, the Committee, on behalf of
the Board, has regard to the significance of the risks involved,
the likelihcod and severity of an event cccurring and the
costs associated with any relevant controls. The formal
Annual Opinion for FY21 issued by the Group Internal Audit
function was reviewed by the Committee, concluding that
there were no material failings or weaknesses identified in
the Group’s internal control systems.

The principal components of the Group’s systermns of

control are;

= aclearly defined crganisational structure with short
and clear reporting lines

= recruitment of high-quality staff

= an ongoing process for the identification, regular review
and management of the principal risks and issues
affecting the business, both at Group and operating levels

= in-house and outsourced internal audit activities

= aneongoing review of regulatory compliance

= aregular review of the principal suppliers and customers of
the Group, and how each impacts upon the Group’s business

= acomprehensive planning process, which starts with
a strategic plan and culminates in an annual budget
and a long-term plan

= regular rolling forecasting throughout the year of orders,
sales, profitability, cash flow, working capital and balance
sheets

= aregular review of actual performance against budget
and forecasts

= clearly defined procedures for the authorisation of major
new investments and commitments

= arequirement for each operating company to maintain
a system of internal controls appropriate to its own local
business environment.

Annual Report and Accounts
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The Finance team is responsible for producing financial
information that is timely, accurate and in accordance with
applicable laws and regulations. In addition, it is responsible
for the distribution of financial information, both internally
and externally. Key financial and operational performance
is reported on a timely basis and measured against both the
Board-approved budget, management’s rolling forecasts
and comparable information from prior periods. A review

of the financial statements is completed by management
to ensure that the financial position and results of the
Group are appropriately reflected. All financial information
published externally by the Group is approved by the Board.

The above procedures apply to discoverlE Group plc and all
of its subsidiary companies.

External audit

The Committee is responsible for managing the relationship
with the Group’s external auditor on behalf of the Board
including their appointment, remuneration, independence
and performance.

During the year the Committee’s activities in respect of
external audit were as follows:
= considering the re-appointment of the external auditor

= considering and approving the audit approach and scope
of the audit undertaken by PwC and the related fees

= agreeing reporting materiality thresholds
= reviewing reports on audit findings

= considering and approving letters of representation
issued to the auditor

= considering the independence of the auditor

= Audit Partner rotation.

Audit performance and effectiveness

The performance and effectiveness of the external auditor
and related audit is reviewed annually by the Committee.
This covers the robustness of the audit at both a Head Office
and entity level.

The review covers the following:
= Robustness of the audit plan and, in particular, the
identification of significant risks

= Execution of the above plan, including the auditor’s
ability to challenge management on key accounting
judgements and assumptions adopted

= Ensuring the auditor demonstrates a deep and thorough
knowledge of the business to enable them to reach
appropriate conclusions on key accounting judgements

= Quality of reports provided to the Committee
= Communication between auditor and the Committee

= Feedback from management on the quality of the audit
team

= Professional scepticism of the auditor.

Innovative Electronics

The Committee concluded that the audit tearn had the
necessary professionalism, experience and understanding of
the business to carry out a therough and robust audit. As a
result, the performance of PwC was considered satisfactory.

Auditor independence

The Committee believes that the provision of non-audit
services to the Company is closely related to external auditor
independence and abjectivity. The Committee recognises
that the independence of the external auditor may risk
becoming compromised if it also acts as the Company's
consultant and adviser to any material extent. The Committee
accepts that certain work of a nen-audit nature is best
undertaken by the external auditor. The Committee reviewed
its policy on the provision of non-audit services during the
year to ensure that there is no likelihood of any impairment of
auditor independence or objectivity. The non-audit services
that were provided by the external auditor during the
financial year were in line with the policy, were permissible
under Ethical Standards and were not material (£5,000).

The Company last undertook a tender for external audit
services in 2017 which led to the appeintment of PwC. There
are no contractual obligations restricting the Committee’s
choice of external auditors. The external auditors are
required to rotate the audit partner at least every five

years and the current lead audit partner, Chris Hibbs, was
assigned to the discoverlE audit in 2021. The Committee
recornmended to the Board that it proposes to sharehaolders
that PwC be re-appointed at the annual general meeting.

Additional key areas of focus in 2021/22

w» Continue to assess the potential impact of, and the
Group's response to, COVID-19 and Brexit

w» Continue to assess progress against additional
measures being rolled out following cyber risk review

» Further assessment of exposure to ESG-related risks
including to climate-related risks and opportunities

» Review the accounting for new acquisitions

= Monitor the development and assess the impact of the
UK’s audit and governance reform proposals as set out
in the BEIS consultation published on 18 March 2021

Terms of reference

O The Committee’s terms of reference are available upon
request and are on the Company’s website:
www.discoverlEplc.com.

Clive Watson
Chairman of the Audit and Risk Committee

3 June 2021

www.discoverlEplc.com
Stock Code: DSCW
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NOMINATION
COMMITTEE
REPORT

2020/21 key achievements

» Recommended to the Board the re-appointment
of Bruce Thompson, which was duly approved

» Identification of priorities for the coming year

Key areas of focus in 2021/22
» Increasing diversity for the Board and wider Group
s Continued evaluation of knowledge and skills

Dear Shareholder,

During the year, the Committee met once, with all
Committee members attending and participated in

a separate evaluation process which identified areas

for improvement, especially in relation to diversity. The
Committee’s recommendations were made after careful
consideration of the independence, perfermance and

W
ability to continue to contribute to the Board of the

“The Nomination cOmmittee relevant people, in the light of the knowledge, skills,
commitment and experience required.
helps to ensure that the
Board maintains the Composition
. The majority of the Committee members are
knowledge and skills

independent Non-Executive Directors. During the year
needed to deliver the under review, the Committee was chaired by me, with
Tracey Graham, Bruce Thompson and Nick Jefferies as

Group's growth ambitions.” Committee members.

Key responsibilities

The Committee’s key duties are:
nmittee
= To review the structure, size and composition
(including the skills, knowledge and experience)
of the Board and to recommend changes where
appropriate.
= To consider succession planning for the Directors and
Member the right balance of skills, knowledge, experience and
I i diversity on the Board.
= Toidentify and nominate candidates to fill Board
vacancies, having previously prepared a description
of the role and capabilities required for a particular
appointment.

discoverlE Group plc Annual Report and Accounts
fo March 2021
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= To review the leadership needs of the organisation, both
executive and non-executive.

= To make recommendations to the Board on the
reappointment of any Non-Executive Director at the
conclusion of their specified term of office and on
appeintments to the Audit and Risk and Remuneration
Cormmittees.

= To review, as part of the annual assessment exercise, the
time commitrment of the Non-Executive Directors to the
role and to their external appointments.

Appointment of Directors

The Committee’s principal rele is to make recommendations
to the Board on suitable candidates to fill Board vacancies,
as and when they arise, or when other changes or
appointments may be desirable. In managing this process,
the Cornmittee takes into account the Board's existing
balance of skills, knowledge and experience and has

due regard for diversity. Unless the appointment is as an
Executive Director, for which a suitable candidate is available
from within the Croup, the Committee will create a short-list
of suitable candidates for final selection by the Committee.
References from appropriate third parties will then be taken
on the prospective director. Candidates meet all members
of the Commmittee, which then makes recommendations to
the Board. Adopted practice is for all members of the Board
to meet with the relevant candidate before an appointment
is made.

Innovative Electronics

Diversity and Succession planning

The Board is committed to a culture which attracts and
retains talented people and to ensure that a proper process
exists for succession planning for the Beoard and senior
rnanagement.

The Company’s Board Diversity Policy, which commits the
Company to aiming to comply with both the Hampton-
Alexander Review on gender diversity and the Parker
Review on ethnic diversity, can be found on the Company’s
website www.discover|Eplc.com. Please see page 67 of the
Sustainability report for a summary of the CGroup’s current
gender diversity and page 82 of the Corporate governance
report for the current Board composition.

Terms of reference

The Committee’s terms of reference are available
upon request and are on the Company’s website:
www.discoverlEplc.com

Malcolm Diamond MBE
Chairman of the Nomination Committee

3 June 2021

wiww.cliscover|Eple.
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DIRECTORS’
REPORT

The Directors’ report for the financial year ended 31 March 2021 is set out below. Certain matters required to be included in the
Directors’ report are included in the Strategic report, as the Board considers them to be of strategic importance, as follows:

Disclosure Location

Future business developments
Risk management

Employee involvement
Greenhouse gas emissions
Stakeholder engagement

Throughout the Strategic report (page 02 to 69)

Risk managerment and principal risks and uncertainties (pages 40 to 52}
Sustainability report (pages 66 to 67)

Sustainability report (pages 64 to 65)

Plecase see pages 53to 57

The Group’s policies and processes for managing its capital,
its financial risk management cbjectives, its financial
instruments and hedging activities and exposure to credit
and liquidity risk are disclosed in note 26 to the Group
financial statements on pages 167 to 168.

Both the Directors’ report and the Strategic report have been
drawn up in accordance with English company law. The
liabilities of the Directors in connection with that report shall be
subject to the limitations and restrictions provided by such law.

Financial results and dividends

The audited consolidated financial statemenits set out the
results of the Group for the financial year to 31 March 2021
and are shown on pages 130 to 181. The key strategic and
performance indicators of the business are set out in the
Strategic report on pages 02 to 69.

The Directors recommend a final dividend of 7.0p per share
{2019/20: nil) which, together with the interim dividend of 315p
per share (2019/20: 2.97p), makes a total dividend for the year
of 10.15p per ordinary share (2019/20: 2.97p). Subject to approval
by Shareholders of the recommended final dividend, the
dividend award to Shareholders for 2020/21 will total £9.0rm
(2019/20: £2.9m). If approved, the Company will pay the final
dividend on 3 August 2021 to Shareholders on the register of
rmermbers at 11 June 2021,

The Board believes that, as an acquisitive growth company,
maintaining a progressive dividend policy, with the long term
dividend covered over three times by underlying earnings, is
appropriate to enable both dividend growth and a higher level
of investrnent from internally generated resources.

Directors

Board membership and biographical details of the Directors
are on pages 70 and 71 and are incorporated by reference.

Copies of Executive Directors’ service contracts are available
to Shareholders for inspection at the Londen office of the
Company’s corporate solicitors, White & Case LLP and

at the annual general meeting. Details of the Directors’
remuneration and service contracts and their interests in
the shares of the Company are included in the Directors’
remuneration report which is set out on pages 34 te 118.

Powers of the Directors

The Board of Directors is responsible for the management

of the business of the Company and may exercise all the
powers of the Company, subject to the Company’s Articles of
Assaciation (the "Articles”), the Companies Act 2006 and any
directions given by the Shareholders by special resolution.
The Articles may be amended by a special resolution of the
Company’s Shareholders.

discoverlE Group plc

Appointment and replacement of Directors

The Board can appcoint a Director but anyone so appointed
must be elected by an ordinary resolution at the next
general meeting. All Directors offer themselves for re-
election at each next annual general meeting.

Directors’ conflicts of interest

The Company has procedures in place for managing
conflicts of interest. Should a Director become aware that
they, or any of their connected parties, have interest in an
existing or proposed transaction with discoverlE, they should
notify the Board inwriting or at the next Board meeting.
Internal controls are in place to ensure that any related party
transactions involving Directors, or their connected parties,
are conducted on an arm’s length basis. Directors have a
continuing duty to update any changes to these conflicts.

Directors’ indemnity

The Articles of the Company contain an indermnity in favour
of the Directors, which is a Qualifying Third Party Indemnity
within the meaning of s.234 of the Companies Act 2006 and
is in force at the time of the approval of this Annual Report
and Accounts. Directors of subsidiary undertakings are also
subject to this Qualifying Third Party Indemnity.

In addition, each Director of the Company has entered into a
Deed of Indemnity with the Company, which operates only
in excess of any right to indernnity that a Director may enjoy
under any such cther indemnity or contract of insurance. The
Company has also arranged appropriate insurance cover in
respect of legal action against its Directors and officers.

Share capital

As at 31 March 2021, the Company’s issued share capital
consisted of 83,455,915 ordinary shares of 5p each {no shares
are held in treasury).

Details of movements in the Company's issued share capital
can be found on page 170 in note 23 to the Group financial
statements.

Restrictions on transfer of securities in the
Company

There are no restrictions on the transfer of securities in the
Company, except that certain restrictions may from time
to time be impaosed by laws and regulations (for example,
insider trading laws such as the Market Abuse Regulation)
and pursuant to the Listing Rules of the Financial Conduct
Authority, whereby certain employees of the Company
require the approval of the Company to deal in the
Company’s ordinary shares. The Company is not aware of

Annual Report and Accounts
for the year ended 31 March 2021
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any agreernents between holders of securities that may
result in restrictions on the transfer of securities.

Rights and obligations attaching to shares

Subject to the Articles, the Companies Act 2006 and other
Shareholders’ rights, shares in the Company may be issued
with such rights and restrictions as the Shareholders may by
ordinary resolution decide, or, if there is no such resolution,
as the Board may decide, provided it does not conflict with
any resolution passed by Shareholders.

The rights attached to any class of shares can be amended

if approved, either by 75% of Shareholders holding the
issued shares in the class by amount, or by special resolution
passed at a separate meeting of the holders of the relevant
class of shares.

Every member and every duly appeinted proxy present at
a general meeting or class meeting has, upon a show of
hands, one vote and every member present in person or by
proxy has, upon a poll, one vote for every share held.

No person holds securities in the Company carrying special
rights with regard to control of the Company.

Substantial shareholdings

As at 31 March 2021, the Company had been notified of, or
was aware of, the following major shareholdings equal to, or
greater than, 3% of the issued share capital of the Company:

10,973504 12.27%
6,569,057 7.34%
4,700,000 525%
4,319549  4.83%
4,260,000 4.76%
4,000,000 4.47%
3,803,431 4.25%
Legal & General Investment Mgt 3763933 4.21%
Swedbank Robur 2700000 3.02%

Aberdeen Standard Investments
Blackrock

Kempen Capital Management NV
Franklin Templeten Investments
Montanaro Investment Managers
Canaccord Genuity Wealth Mgt
Charles Stanley

As at1June 2021, the Company had been notified of, or was
aware of, the following shareholders holding 3% or more of
the issued share capital of the Company:
% of
Holdings  issued
of ordinary  share

Shareholder shares (S5p} capital

10,811,513 12.09%
6,201,884 6.93%
4,800,000 537%
4319549 4.83%
4,257985  4.76%
4,000,000 4.47%

Aberdeen Standard Investments
Blackrock

Kempen Capital Management NV
Franklin Templeten Investments
Montanaro Investment Managers
Canaccord Genuity Wealth Mgt
Legal & General Investment Mgt 3755986 4.20%
Charles Stanley 3N7T72 416%
Franklin Templeton Fund Management 3,500,000 3.91%
Swedbank Robur 2777630 31%

Authority to purchase own shares

At the annual general meeting held on19 August 2020,
Shareholders authorised the Company to purchase in

the market up to 10% of its issued share capital (8,945,591
ardinary shares) and, as at 31 March 2021, all of this authority
remained in force and unused. This authority is renewable

Innovative Electronics

annually, and a special resclution will be proposed at the
2021 annual general meeting to renew it. The Directors will
anly purchase the Company’s shares in the market if they
believe it is in the best interest of Shareholders generally.

Change of control

Details of the CGroup’s borrowing facilities are provided in
the Finance review section of the Strategic report on page
38. These agreements contain a change of control provision,
which may result in the facility being withdrawn or
amended upon a change of control of the Group. The Group
is party to a number of commercial agreements which, in
line with industry practice, may be affected by a change of
control following a takeover bid. There are no agreements
between the Company and its Directors or employees
providing for compensation for loss of office or employment
which occurs because of a takeover bid.

Political donations

There were no political donations during the year (2019/20: nil).

Auditor and disclosure of information to
auditor

PricewaterhouseCaoopers LLP have indicated their
willingness to continue in office and a resclution to appoint
them will be proposed at the annual general meeting. In the
case of each Director in office as at the date of this report:

= sofar as the Director is aware, there is no relevant audit
information of which the Group and Company’s auditors
are unaware; and

= they have taken all the steps that they ought to have
taken as a Director in order to make themselves aware
of any relevant audit information and to establish that
the Group and Company’s auditors are aware of that
information.

Annual Ceneral Meeting

The Notice of the annual general meeting to be held at
11.00am on Thursday 29 July 2021 will be sent to Shareholders
separately from this report. The venue for the meeting is

The Technology Centre, Surrey Research Park, 40 Occam

Rd, Guildford GU2 7YG. Details of the arrangements for that
rmeeting will be as set cut in the Notice for that meeting.

Going concern

For the reasens explained in the Viability Statement on page
46, the Directors continue to adopt the going concern basis
in preparing this Annual Report and Accounts.

By order of the Board

Greg Davidson
Group General Counsel & Company Secretary
3June 2021

2 Chancellor Court, Gccam Road, Surrey Research Park,
Guildford, Surrey GU2 7AH

Registered number: 02008246

www.discoverlEplc.com 93
Stock Code: DSCW
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DIRECTORS’
REMUNERATION
REPORT

2020/21 key achievements

» Consultation with the Cornpany’s largest 22
Shareholders in relation to the remuneration
policy to be put to Shareholders for approval
at the 2021 annual general meeting

w» Consideration of the impact of COVID-12 on
remuneration outcomes for 2020/21 and our
approach to setting pay in 2021/22

w» Setting of appropriate incentive measures
and targets for Executive Directors and senior
management

s A review of other remuneration-related items
within the UK Corporate Governance Code and
the latest views from investors and proxy voting
agencies

» Oversight of wider workforce remuneration

w» Consideration of gender pay gap data
[ 1} H
I have been hugely impressed Key areas of focus in 2021/22

L]
by the e)(tl‘aordlnal‘y » Review the competitiveness of remuneration
° for Executive Directors and senior management
commitment of everyone at °

and its alignment with strategy

discovel'IE al‘ld, il‘l particular, ®» Set incentive targets and determine incentive
the flexible approach to the outcomes for Executive Directors and senior

management

{3 { 3

Cha“englng and changlng » Keeping abreast of corporate governance and
s e regulatory developments

conditions presented by the guiarory deverep .

. o = Monitoring of performance against all personal
pandemlc in order to serve objectives, including in particular the sustainability

/ESG measures included in the objectives for

customers and protect safety.”

the Executive Directors and Group Executive
Committee

Tracy Graham

ANNUAL STATEMENT

Information not subject to audit

Dear Shareholder,

Cn behalf of the Board, it is my pleasure to present
our Directors’ Remuneration Report for the year ended
31 March 2021. This report comprises:

Member

= This Annual Statement which summarises the work
of the Remuneration Committee (the ‘Committee’)
in 2020/21.

= The revised Directors’ Remuneration Policy {the
‘Policy’) which sets the parameters for how our
Directors will be remunerated going forward and
which will take effect from the date of cur 2021 annual

general meeting, subject to Shareholder approval.

discoverlE Group plc Annual Report and Accounts
il

121 Marcn 2021
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= The Annual Report on Remuneration which provides (i}
details of the remuneration earned by Directors and the
link between Company performance and pay in the year
ended 31 March 2021 and (i} how we intend to implernent
the new Policy in 2021/22.

This has been a busy year for the Committee as we set and
evaluated pay in the context of the disruption caused by
the global pandemic. Alongside this, we embarked on a
review of Directors’ remnuneration as the policy approved
by Sharehelders in 2018 approached the end of its three-
year life. This review involved a comprehensive shareholder
consultation exercise with Shareholders holding 74% of our
issued share capital and | am grateful for the helpful and
constructive feedback received.

In addition as part of the Board’s commitment to wider
societal matters this year we introduced a sustainability
component into all Executive Directors’ and senior leaders’
personal objectives.

Business performance and resulting
remuneration outcomes for the year ending
31 March 2021

Throughout 2020 | was hugely impressed by the
extraordinary commmitment of all colleagues at discoverlE.
The immediate and flexible approach to the challenging
and changing conditions presented by the pandemic,

to serve customers and protect colleague safety, was a
testament to the global business working successfully
together.

During the year, the Committee implemented the
Company’s remuneration policy, which had been approved
at the 2018 annual general meeting. All decisions made
were within the policy framework.

The Group experienced disruption to the business
particularly during the first half of FY 2020/21 as a result

of the outbreak of COVID-19 and tock active measures to
protect the well-being of our employees, with changes to
create sacially distanced operating procedures and shift
patterns for those in manufacturing and operations. Many
office based staff switched to home working for a period.
At the same time employees were focussed on minimising
supply disruption to customers.

As part of our cash preservation measures, the Board and
Group Executive Committee took a 20% reduction in fees
and base salaries for a period of three months, the Group
was granted a certain level of state support and the Board
decided that no final dividend would be declared for FY
2019/20. A srnall number of staff were placed on furlough for
a limited period of time.

Innovative Electronics

As the year progressed, the Group’s cash position remained
strong and during the second half trading performance
improved significantly with the Group returning to order
growth, and by the end of the year sales growth. As a

result, the Company resumed dividends, paying an interim
dividend in January 2021, and the Company has since repaid
all UK government support monies received.

Perfarmance for the year as a whole was very resilient, with
the Company delivering £35.2m in underlying operating
profit, 5% lower than the prior year and an operating cash
flow of £49.7m, up 26% on the prior year. Key to these results
was the organic trading which at -6% was considerably better
than the wider market, along with operating efficiencies.

There were a number of achieverments which we expect to
build value over the longer term. You can read more detail in
the Strategic report on pages 02 to 69.

Annual bonus

The annual bonus for the Executive Directors for FY 2020/21
was based on operating profit targets {(56%), simplified
working capital (24%}) and non-financial objectives (20%).

Given the impact of the pandemic on the business in the
early part of the 2020/21 financial year, the profit targets
were set later than usual to provide greater visibility on the
short-term outlook. As a result of the delay, the Committee
decided to halve the potential profit element of the bonus,
resulting in a reduced bonus opportunity for the year of 90%
of salary {from 125%) for the Group Chief Executive and 72%
of salary (from 100%j for the Group Finance Director.

Based on the strong performance during the year in the
circumstances, the profit performance was just above the
rmaximum target, the Simplified Working Capital target was
met in full and non-financial objectives were determined

to have been substantially met (resulting in an 80% payout
for this element). This performance would have resulted

in bonuses of 34% of the reduced maximum {or £396,741

for the Group Chief Executive and £213,900 for the Group
Finance Director].

While the Committee believes these outcomes are a fair
reflection of the financial and operaticnal perfermance of
the Company during 2020/2], the Executive Directors felt
that bonuses should be adjusted to reflect the reduced
salaries received during the year {i.e, net of the voluntary
20% reduction applied for three months of the financial
year) and no higher than those earned for FY 2018/20 and
therefore proposed that bonuses were reduced so that they
would be ¢.8% lower than the prior year.

wiww.discover|Eple.
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REPORT

The Committee commended and accepted management’s proposal and, therefore, reduced the bonus cutcomes above by
afurther16% and 17% for the Group Chief Executive and Group Finance Director respectively, resulting in awards of ¢.75% and
¢.60% of the salary paid during the year to the Group Chief Executive and Group Finance Director respectively for FY 2020/21.

The table below sets out a surmmary of the adjustments applied to the FY 2020/21 annual bonus.

Bonhus opportunity
following reduction

Maximum bonus to the operating

Executive Director voluntary reductions

Actual fermulaic
outcome following
reduced profit

Reduction to
produce outcome

Reduction to reflect
lower salary {20%

opportunity profit element element for three months) 8% lower than 2020
Group Chief £583,443
Executive 125% of salary £420,072 £396,74] £376,904 £332,796
Group Finance £310,000
Director 100% of salary £223200 £212,900 £203,205 £177,680

In line with the remuneration palicy, 20% of the bonus for the Group Chief Executive will be delivered in deferred share
awards. Further details of the bonus for 2020/21 are set out in the Annual Report on Remuneration.

Long term incentives vesting

The Group Chief Executive and Group Finance Director
received awards under the LTIP in March 2018 that were based
on absolute TSR, relative TSR and EPS performance criteria.

= Relative TSR - discoverlE ranked in the top 10% of the TSR
peer group, thereby achieving this element in full

= Absolute TSR - discoverlE's TSR of 79.3% over the period
was above CPI + 30%, thereby achieving this elernent in full

= EPS-a CAGR of 53% over the period from FY18 to FY2]
led to 27.7% of this element vesting

This performance has resulted in 75.9% of the LTIP awards
granted in March 2018 vesting. The Committee believes this
vesting outcorme is warranted and reflective of the strong
performance of the Company and, therefore, no discretion
has been applied to adjust the formulaic cutcomes. These
shares will be subject to a two-year holding period before
they become exercisable.

2021 Directors’ Remuneration Policy

Background, business and remuneration context

Since 2009, discoverlE has transfermed into a designer,
rmanufacturer and supplier of customised electronic
components and sub-assembly units, focusing on four high
quality, growth target markets which now account for 68%
of Group sales and this is expected to continue to rise.

With a focus on delivering sustainable long-term growth
with lower cyclicality, the Group has increased electronics
revenues from £120m in 2010 to approaching £500m today,
from loss making to underlying EBITDA of £51m in FY20.
OCver this peried, the Group made 19 acquisitions for a total
consideration of £274m and disposed of 4 non-core legacy
businesses for £12m. Of the acquisitions, £135m (49%) was
funded with new equity, c.£75m (27%) self-funded through
internal cash flow and disposal proceeds and the remainder
{c.£50m) through bank debt. The business has become
considerably more international and complex.

discoverlE Group plc

Nick Jefferies joined the Group in January 2002 when

the Group’s enterprise value was £6m and Simon Gibbins
was appointed Finance Director the following year. As

at the end of the financial year ending 31 March 2021,

the enterprise value was ¢.£650m, and over this period
¢.£430m of incremental equity value has been generated
for Shareholders with the Company transitioning from the
FTSE Fledgling index through to the upper quartile of the
FTSE SmallCap. The Group now employs ¢. 4,400 pecple
and operates internationally with principal operating units
located in Continental Europe, the UK, China, Sri Lanka, India
and North America. The current management team has
overseen this extracrdinary transformation of the Company.
discoverlE has been one of the best performing companies
in the FTSE All-Share over the period of their tenure.

The Committee is mindful of the need to motivate and
retain this successful tearn and is proposing a revised policy
that it believes is competitive and fair and recognises the
achieverments set out above. While we are not locking to
reward for past achievements, we believe it is important
that the Executive Directors are rewarded appropriately for
future delivery.

The primary aims of the proposed changes to the new
policy are therefore to ensure that Executive Directors’
remuneration is:

= aligned with discoverlE 's strategy at this stage of its
development and support the business's medium and
long-term plans;

= aligned with practice internally and externally;

= competitive and fair against companies of our size and
geographical complexity;

= focused on delivering long-term sustainable returns; and

= compliant with Shareholders’ latest views on executive
pay and the requirements of the 2018 UK Corporate
Governance Code.

Annual Report and Accounts
for the year ended 31 March 2021
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Proposed changes to remuneration

Following a com prehensive consultation exercise with
our largest shareholders, the Committee is proposing the
following changes:

= The annual bonus opportunities to be 150% of salary
for the Group Chief Executive and 125% for the Group
Finance Director (previcusly 125% and 100%). The Policy
for target bonus will be reduced from 60% of maximum
to 50% of maximum. Bonus deferral will apply to all
Executive Directors and not just the Group Chief
Executive as was previously the case.

= The 2021 LTIP grant levels to be set at 150% of salary for
the Group Chief Executive and 135% of salary for the
GCroup Finance Director {previously 135% and 100%). The
Policy limit to be increased to 175% of salary although
there is no current intention to make grants at this level.

The Committee understands that the resulting proposed
levels are in line with award levels in similar sized companies
and not higher than the median for companies of our size.
For the avoidance of doubt, we regard market practice

as one input only of several, but when we look at the
competitiveness of pay, we look at total target, maximum
and realised remuneration.

= The Group Chief Executive’s pensicon contribution of
15% of salary will be reduced to the workforce level from
1January 2023 (currently, 6.5% of salary).

= A 250% of salary shareholding guideline will continue
to apply for the current Executive Directors and a two-
year post cessation shareholding guideline has been
introduced. A 200% of salary shareholding guideline will

by 5% from 1 April 2021 in line with wider increases for high
performing members of the workforce. These increases will
be below the overall workforce increase for the two-year
period. The Committee considers the proposed increases
are appropriate and proportionate recognising the strong
performance of the Executive Directors and the Group.

The bonus measures will remain unchanged for FY 2021/22
although we have taken the opportunity to slightly amend
the weightings, resulting in the bonus being based on
operating profit targets (60%), Simplified Working Capital
{24%]) and non-financial objectives (16%). This reweighting
results in the proposed increase in opportunity under the
new policy being subject to the financial measures. The
Committee has decided to remove absolute TSR from the
LTIP measures and so for the 2021 award, 50% will be based
on relative TSR and 50% on EPS growth. The EPS growth
targets have been increased from those applied last year
{4%p.a. to 10%p.a) so that the threshold and maximum
targets are 5%p.a. and 12%p.a. respectively. Vesting of the EPS
elernent shall also be subject to an underpin requiring the
Committee to be satisfied with the Group’s annual rate of
return on capital employed (ROCE) over the measurement
period. Further details of the approach for 2021 can be found
on page 118 in the Annual Report on Remuneration.

Other key activities in the year ending
31 March 2021

During the year under review, the Committee held six formal

meetings. As well as the review of the remuneration policy,
the Cormmittee also carried out the following activities:

= Reviewed and approved the Executive Directors’

Strategic Report
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apply for new appointments, in line with typical market ' i ) ) . ]
practice in this area performance against financial and non-financial c
) . abjectives for the year ended 31 March 2020 to determine €
= The LTIP rules are being updated to include enhanced ; -
9 _p_ - . the bonuses payable and reviewed performance against ..r:';
maIL.Js.and clawpack lpr.owsmns a.nd. dividend .equwalent the 2017 LTIP targets to determine vesting a
provisions covering dividends paid in the vesting and ] ) . ; —
helding periods = Reviewed the Executive Directors’ expected performance .g
. ) ) against the financial and non-financial objectives in the 5
= The recruitment p(zllcy has been amended so that the annual bonus scheme for the year ended 31 March 2021 £
ability to grant 3004_01’ s_alary LTIDawards to new re_crwts and the 2018 LTIP Awards [
has been removed with limits now in accordance with the . . . .
normal policy limit (ie. up to 175% of salary going forward). ™ Determined salary increases for Executive Directors as
) ' . ) . . well as other GEC members for the forthcoming year
These steps bring the Company into line with good practice ) dand dth b "
in these areas and enhances alignment with employees and - Rewew.e arl1 appraved t e.annua onus structure for
Shareholders. Executive Directors and senior management for the year
' ending 31 March 2022
Application of policy in 2021 = Implemented a deferred bonlus schemeg, in line with the 5
. . . . Company’s remuneration polic 2
The Committee had been planning to increase Executive pany pelicy =
Directors’ salaries in line with the workforce at the start of the There will be three remuneration related votes at the E
2020/2] financial year. However, with COVID-19 challenges forthcorming annual general meeting. The first is to approve “2
facing the Company, the Committee determined that the directors’ remuneration report, the second to approve -
Executive Directors should not receive a salary increase in the Directors’ Remuneration Policy and a third to approve 2
2020/21 and the Board and Group Executive Committee the new Long Term Incentive Plan rules. We hope that you o

took a voluntary 20% salary reduction for three months from
1June 2020. Employees in non-management production
positions received base salary increases in-line with inflation.
Following consultation with Shareholders, the Committee
has decided to increase the salaries of the Executive Directors

Innovative Electronics

will support these resclutions.

Tracey Graham
Chair of the Remuneration Committee

3Juneg 2020

www.discoverlEplc.com g7
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Simon Gibbins Underlying EPS
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DIRECTORS’
REMUNERATION
REPORT

Remuneration outcomes for the Executive Directors for the year ended 31 March 2021

Nick Jefferies Simon Gibbins

£000 £000

Salary FY21 443 295
Bonus (£k and as % of salary) 333 75% 178 60%

Taxable benefits m 2

Pension benefits/allowance 62 8

Value of LTIP vesting 868 447

Single figure of total renuneration 1,717 945

The annual bonus for the year ending 31 March 2021 was based on the achievement against financial and non-financial
measures. The bonus outcomes for the year were 75% of salary for the Group Chief Executive and 60% for the Group Finance
Director. The above values reflect the value of the benus earned. In accordance with the Remuneration Pelicy, 20% of Nick
Jefferies’ bonus will be in the form of deferred shares.

LTIP awards were granted to both executive directors on 31 March 2018. These awards were based on absolute and relative
TSR conditions, and EPS perfarmance, measured for the three-year period ending 31 March 2021. The Company’s TSR
performance, being in the top 10% of the TSR peer group, and with an Absclute TSR growth of 79.4%, each over that three-
year period, has resulted in full vesting of those elements of award. EPS growth for the period FY18 to FY21 was 53% CAGR,
which resulted in 27.7% of that element of the award vesting. As a result, 75.9% of the total 2018 LTIP award vested.

The values of these awards at the time of vesting are shown in the above table. Awards are subject to a two-year holding period.
Application of the remuneration policy for the year ending 31 March 2022

The table below sets out a surnmary of how the remuneration policy will apply during 2021/22 subject to approval of the new
Directors’ Remuneration Policy at the 2021 annual general meeting.

Possible remuneration outcomes for the Executive Directors for the year ended 31 March 2022 are shown on page 108.

Remuneration element Remuneration for year ending 31 March 2022

Base salary = Salaries for FY 2021/22 are:
- £490,091 for the Group Chief Executive.
- £325500 for the CGroup Finance Director.

Pension = Cash equivalent of 15% of salary for Group Chief Executive and 6.5% of salary for Group
Finance Director.

= Any new or promated Executive Directors will have a pension contribution of 6.5% of
salary, which is in line with the majority of the UK workforce.

Annual bonus = The maximum bonus opportunity will be 150% of salary for Group Chief Executive and
125% of salary for Group Finance Director.
= Target bonus opportunity is 50% of maximum.
= Performance metrics are based 84% on financial measures and the remaining 16% will
be based on strategic objectives. These include non-financial objectives relating to
environmental, social and governance ("ESG") matters.
= Mandatory deferral of 20% of any bonus earned into discoverlE shares for a period of
three years.
LTIP » LTIP awards for FY 2027/22 will be made in line with pelicy, with grant sizes of 150% of
salary for the Group Chief Executive and 135% of salary for the Group Finance Director.

= Performance metrics and targets will be based 50% on underlying EPS growth and
50% on Relative TSR. Vesting of the EPS element shall also be subject to an underpin
requiring the Committee to be satisfied with the Group’s annual rate of return on capital
employed (ROCE] over the measurernent period.

Shareholding guidelines = A sharehoelding guideline of 200% of salary applies for the Group Chief Executive and
GCroup Finance Director, to be achieved within five years and 250% after seven years

1. Additional awards may be granted to the Group Chief Executive and Group Finance Director in return for their bearing the Company's
lia bility to Employer's National Insurance arising on the exercise of such grants made to them above. The additional award ensures that the
Group Chief Executive and Group Finance Director are in a neutral position on an after-tax basis, assuming no change in the tax rate.

discoverlE Group plc Annual Report and Accounts
for the year ended 31 March 2021
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DIRECTORS' REMUNERATION POLICY

Information not subject to audit

This part of the Directors’' Remuneration Report sets cut the remuneration policy which will be put forward for shareholder
approval at the Annual General Meeting on 22 July 2021 and, if approved, will take formal effect from that date. It has been
prepared in accordance with the Companies Act 2006 (the "Act”) and the Large and Medium-sized Companies and Groups
{Accounts and Reports) (Amendment) Regulations 2008.

The Committee has reviewed the Executive Directors’ remuneration packages to ensure that they reflect the Company’s own
particular circumstances and are aligned with the Company’s key strategic objectives, as set cut in the Strategic Report, and
with the long-term interests of its Shareholders.

Strategic Report

Key objectives of our reward policy

As described in the Annual Statement, the Remuneration Committee undertook a cormprehensive review of the Executive
Directors’ remuneration arrangements and engaged with the Company’s largest shareholders on the proposed changes.
The primary aims of the proposed changes to the new palicy are to deliver a remuneration package that is:

= Aligned with discoverlE 's strategy at this stage of its development and supports the business’s medium and long-term plans
= Consistent with practice internally and externally

= Competitive and fair compared against companies of our size and geographical complexity

= Focused on delivering long-term sustainable returns

= Compliant with shareholders’ latest views on executive pay and the requirements of the 2018 UK Corporate Governance Code

= Able to attract and retain high calibre Executive Directors and senior managers in a challenging and competitive business
environment
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= Reduces complexity, delivering an appropriate balance between fixed and variable pay.

When implementing the policy, the Committee:
= Takes account of pay and employment conditions elsewhere in the Group

= Ensures that incentive arrangements encourage respensible behaviour in all aspects of the Company's business,
including financial, social, environrmental and governance aspects; do not encourage excessive risk-taking; and are

compatible with the Company’s risk policies and procedures. The Committee has the discretion to take these factors into ]

account when adjudicating bonus and LTIP cutcomes 5
= Enters into open dialogue and consults with key Shareholders, when looking to make material changes to the E,

remuneration policy ]
= Considers market practice in terms of the structure and levels of executive remuneration. %

]

Key changes to the 2021 Directors' Remuneration Policy E
Details of the key changes proposed in the 2021 policy can be summarised as follows: w
= |ncrease in incentive opportunity - following a comprehensive Shareholder consultation exercise the annual bonus and

LTIP individual limits have been increased. The maximum bonus opportunity is 150% of salary per annum for the Group

Chief Executive and 125% of salary for other Executive Directors and the maximum LTIP award grant value is175% of salary

per annum
= Pension contributions for all directors will be aligned with the rate applying for the majority of the UK workforce from 1

January 2023 c
= Bonus deferral has been introduced for all Executive Directors. 20% of any bonus earned will be deferred in shares for -f—"

three years E
= Annual bonus and LTIP performance metrics — greater flexibility has been intreduced on the choice of perfermance :cj

metrics and their weightings £
= A post-cessation shareholding guideline has been introduced, requiring Executive Directors to retain shares for two years E

after ceasing to be a director 5

= Malus and clawback provisions have been strengthened by including additional triggers

= Recruitment Policy - the ability to grant a new Executive Director up to 300% of salary in perforrmance shares has been
removed so that any awards granted (excluding thase for the purpose of a buyoutj are subject to the limits set cut in the
remuneration policy table.
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REPORT

Remuneration policy table

Element, purpose
and link to strategy

Base salary

To attract and retain

Operation

Salaries are normally reviewed
annually with increases
typically effective from 1 April.

Maximum
Opportunity

There is no prescribed
rmaximum or maximum
increase.

Performance
targets

Although there are no formal
performance conditions,
any increase in base salary

quality staff. In.detem'ywining_ Executive However, any percentage Lsa(:ggugalseigﬁeer;:ziaof;er
Directors salanes, the _ increases will ordinarily be in individual contribution and
Remu_nerann Committee line with those across the wider performance and having due
takes into account: workforce. regard to the factors set out
= Each Director's role, Salary increases may be higher in the ‘Operation’ column of
competence, experience in exceptional circumstances, this table.
and performancs; such as the need to retain a
 Average change in broader gritical executive, or an inc_reése
- in the scope of the executive's
workforce pay; and : : ;
role (including promotion to a
= Total organisational salary more senior role) and/or in the
budgets. size of the Group.
Salaries are also benchrmarked
against companies of
a comparable size and
complexity and against
companies which operate
internaticnally, in similar
sectors.
Benefits Directors, along with other There is no prescribed Not applicable

To help retain
employees and
remain competitive in
the marketplace.

senior UK executives, may
receive certain benefits
such as a car allowance, life
assurance and critical illness
cover, and family medical
insurance.

Any reascnable business-
related expense {and any tax
therecnj can be reimbursed
if determined to be a taxable
benefit.

Executive Directors will be
eligible to participate in any
all-employee share plan
operated by the Company,
on the same terms as other
eligible employees.

For external and internal
appeintments or relocations,
the Company may pay certain
relocation and/or incidental
expenses as appropriate.

rmaximum as insurance cover
can vary based on market rates.

The maximum level of
participation in all-employee
share plans is subject to the
limits imposed by the relevant
tax authority from time to time.

discoverlE Group plc
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Maximum
Opportunity

Element, purpose
and link to strategy

Operation

The Company operates a
defined contribution pensicn
To facilitate long-term  scheme.

savings provisions.

The Group Chief Executive
currently receives a Company
contribution of 15% of base
salary which will reduce to the
contribution rate applying to
the majority of the UK waorkforce
rate in place at the time
(currently 6.5% of salary) from 1
January 2023,

Pension

Executive Directors rmay take
a cash allowance in lieu of
pension contributions

For the Group Finance Director
and any new Executive Directors
appointed to the Board, the
pension contribution will be in
line with the majority of the UK
workforce.

Performance
targets

Not applicable

Strategic Report

The maximum bonus
oppaortunity is 150% of salary for
the Group Chief Executive and
125% of salary for other Executive
Directors. Maximum bonus is
payable for significant cver-
achievement of financial and
non-financial bonus objectives.

Bonus is based on
performance targets
determined and reviewed

by the Committee and are
selected to be relevant for the
year in question.

Annual bonus

To reward the
achievement of
annual financial and
strategic business

targets. - .
Any payment is discretionary

and the bonus payable is
determined by the Cornmittee
after the financial year-end,
based on performance against
these targets.

Typically, no more than 50%

of the maximum bonus
opportunity will be payable for
achieving target performance.

Financial objectives are
updated to reflect acquisitions,
disposals and currency

The Committee sets
performance measures and
targets that are appropriately
stretching each year, taking
into account key strategic
and financial pricrities

and ensuring there is

an appropriate balance
between incentivising
Executive Directors to meet
targets, while ensuring they
do not drive unacceptable
levels of risk or inappropriate
behaviours.
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Financial measures may
include (but are not limited

movements during the year. to) EBIT and Simplified %

20% of any bonus earned is Working Capital. Non- E

deferred into discoverlE shares financial measures may 8

for a period of three years. include strategic measures ®

Where applicable, dividends directly |ir1ked. to t.he u

may accrue on deferred bonus Company's priorities. .g
c

shares. A graduated scale of e

Malus and clawback provisions targets is normal_ly set for i

apply to cash and deferred each measure, with no

elements of the bonus, payout for performance

applying in the event of below a threshold level of

material misstatement of the performance.

Companyfs f|||'1ar|1c€_al resu_lts,th The Committee has

an ertrorfo caleulation o(rjm " ¢ discretion to amend the

evetn @ lsenmthtr_‘msclog uct, pay-out should any formulaic

materia retpL; ?I lenatdamage outcome not reflect the g

orcorporate faure. Committee’s assessment of '.E

overall business or individual £
c
performance. o

£
-
]
£
5
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Element, purpose
and link to strategy

Long Term
Incentive Plan

To motivate
Executives to deliver
Shareholder value
over the longer term.

Operation

Awards of conditional shares
or nil-cost opticns are typically
granted annually, which vest
after three years dependent
on the achievernent of
performance conditions and
continued service.

Vested awards are subject to a
two-year post vesting helding
peried (net of tax, if applicable)
in respect of their vested
awards.

Dividend equivalents may be
paid in respect of awards to the
extent they vest by reference
to dividends declared during
the award’s vesting period and
helding period.

Malus and clawback may
apply to vested and unvested
LTIP awards in the event of
material misstatement of the
Company’s financial results,
an error of calculation or in the
event of serious misconduct,
material reputational damage
or corporate failure.

The Company’s share
schermes are funded through

a combination of shares
purchased in the rmarket

and newly issued shares, as
appropriate. The Company
monitors the number of shares
issued under the schemes and
their impact on dilution limits.

Maximum
Opportunity

The rmaximurn award in respect
of any one financial year is an
award over shares of market
value at grant of 175% of salary.

The 2021 LTIP grant level for the
Group Chief Executive is 150% of
salary and 135% of salary for the

Group Finance Director.

The Committee may increase
the grant size of an LTIP

award on grant {subject to

the maximurn award limit) if
the award terms include that
participants bear the cost of the
Company’s liability to employer’s
National Insurance arising on
the settlernent of their awards.
The increased award size
ensures that the participants are
in a neutral position on an after-
tax basis, assuming no change
in tax rates.

The Company is committed
to remaining within the
Investment Association’s 10%
dilution limit.

Performance
targets

Performance metrics reflect
the Group’s strategic goals
and milestones.

The performance conditions
may include, and are

not limited to, relative or
absolute TSR, earnings

per share growth, return
based measures, strategic
measures and ESG-related
objectives.

The Committee retains
discretion to set alternative
weightings or performance
measures for awards granted
aver the life of the policy.

Threshold performance

will normally result in no
more than 25% of the award
vesting.

The Committee retains
discretion to adjust vesting
levels taking inte account
such factors as it considers
relevant, including, but
not limited to, the overall
performance of the
Company or the relevant
Participant who holds the
Award.

Shareholding
guidelines

To further align the
interests of Executives
with those of
Shareholders.

Executive Directors are
expected to accumulate
the required shareholding
requirement.

Shares held which are no
longer subject to performance
conditions count towards the
requirement (on a net of tax
basis, if applicable).

Executive Directors are
required to retain at least
50% of their net of tax vested
share awards until the in-
employment shareholding
guideline is met.

The current Executive Directors
are required to build up and
hold sharehaoldings to the value
of 250% of salary.

Any new Executive Directors
appointed will be required to
build up and hold shareholdings
to the value of 200% of salary.

Past cessation: Executive
Directors are normally required
to hold shares at a level equal to
the lower of their shareholding
at cessation and 200% of salary,
for two years post-employment,
frorn share awards granted
after the date of approval by
Shareholders of this policy. This
excludes any shares vesting
from share plan awards made
before such approval and shares
purchased with own funds.

Not applicable.
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Notes to the remuneration policy table

Performance conditions and target setting

Each year, the Committee will determine the weightings, measures and targets as well as timing of grants and payments
for the annual bonus and LTIP plans within the approved remuneration policy and relevant plan rules {or documents). The
Committee considers a number of factors which assist in forming a view. These include, but are not limited to, the strategic
pricrities for the Company over the short to long term, Shareholder feedback, the risk profile of the business and the
rmacroeconomic climate.

The current Annual Bonus Scheme is measured against a balance of profitability, cash management and the delivery of key
strategic areas of importance for the business. The profitability metric used for FY 2021/22 is EBIT and the cash management
metric is Simplified Working Capital.

The LTIP measures for the first grant under this policy will be assessed against EPS growth targets and relative TSR. These

measures were identified as those most relevant to driving sustainable bottom-line business performance, as well as
providing value for Shareholders.

Targets are set against the annual and long-term plans, taking into account analysts’ forecasts, the Company’s strategic
plans, prior year perforrmance, estimated vesting levels and the affordability of pay arrangements. Targets are set to provide
an appropriate balance of risk and reward to ensure that, while being motivational for participants, maximum payments are
only made for exceptional performance.

Discretions and judgements

The Committee will operate the annual bonus plan and long-term incentive plan according to their respective rules and

ancillary documents. Consistent with market practice, the Committee has discretion in a number of respects in relation to

the operation of each plan. Discretions include:

= who participates in the plan;

= determining the timing of grants of awards and/or payments;

= determining the quanturn of an award and/or payment;

= determining the extent of vesting;

= howto deal with a change of control or restructuring of the Group;

= whether an Executive Director or a senior manager is a good/bad leaver for incentive plan purposes and whether the
proportion of awards that vest do so at the time of leaving or at the normal vesting date(s);

= how and whether an award may be adjusted in certain circumstances {e.g, for a rights issue, a corporate restructuring or
for special dividends);

= what the weighting, measures and targets should be for the annual bonus plan and LTIP plans from year to year; and

= the Committee also retains the ability within the policy to vary andfor adjust targets and/or set different measures or
weightings for the annual bonus plan and LTIP plans, if events occur that cause it to consider it appropriate to do so,

and, in the case of the LTIP, any armended performance conditions are not materially less challenging than the original
conditions would have been but for the events in question.
Any discretion exercised by the Committee in the adjustment of performance conditions will be fully explained to
Shareholders in the relevant report. If the discretion is material and upwards, the Committee will consult with major
Shareholders in advance.

All historical awards that have been granted before the date this policy came into effect and still remain cutstanding
{(including those detailed on page 114 of the Annual Report on Remuneration) and remain eligible to vest based on their
ariginal award terms.

Innovative Electronics www.discoverlEplc.com 5
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Recruitment (and appointment) policy

The remuneration package for a new Executive Director would be set in accordance with the terms of the Company’s
approved rermuneration policy in force at the time of appointment. Similar considerations may also apply where a Director is

promoted to the Board from within the Group.

Element Recruitment policy

Base salary New Executive Director appointments will be offered a salary in line with the existing
remuneration policy. The Committee will take into account a number of factors, including
the current pay for other Executive Directors, external market forces, the expertise, skills and

experience of the individual and current level of pay.

Where the Committee has set the salary of a new appeintment at a discount to the market
level initially until proven, they may receive an uplift or a serigs of planned increases to bring

the salary to the appropriate market position over time.

Benefits Benefits provision would be in line with normal policy.

The Committee may agree that the Company will meet appropriate relocation costs andfor

incidental expenses as appropriate.

Pension Pension contribution {or a cash allowance in lieu of contribution) provision will be no more
than the general workforce contribution rate in place at the time (currently 6.5% of salary).

Annual bonus Eligible to take part in the annual bonus, with a maxirmum bonus opportunity not in excess

of the limits set out in the policy.

Depending on the timing of the appointment, the Committee may deem it appropriate
to set different annual bonus performance conditions for the first performance year of

appointment.

Long Term Incentive An LTIP award rmay be granted upon appointment but not in excess of the limits set outin

Plan the policy.

An LTIP award may be made shortly following an appointment (assuming the Company is

legally permitted to do so).

Compensation for The approach in respect of compensation for forfeited remuneration in respect of a previous
forfeited remuneration employer will be considered on a case-by-case basis taking into account all relevant factors,
such as perfoermance achieved or likely to be achieved, the proportion of the performance

period remaining and the form of the award.

The Committee retains the ability to make use of the relevant Listing Rule to facilitate the
"buy-out”. Any "buy-out” awards would have a fair value no higher than the remuneration

forfeited.

In the case of an internal appointment, any variable pay element awarded in respect of the
priar rale would be allowed to pay out according to its terms, adjusted as relevant to take into

account the appointment.

Chairman and non- For the appeintment of a new Chairman or Non-Executive Director, the fee arrangement

executive directors would be set in accordance with the approved Remuneration Policy.

discoverlE Group plc
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Notice period and payment for loss of office

It is the Company’s policy that Executive Directors should have service contracts incorporating a maximurn notice period of
one year. However, it may be necessary occasionally to offer longer initial notice periods to new Directors. Under the terms
of their service contracts, any termination payments are not predetermined but are determined in accordance with the
Director’s contractual rights, taking account of the circumstances and the Director's duty to mitigate loss. The Company's
objective is to manage its exposure to the risk of a potential termination payment.

Non-Executive Directors have letters of appointment for a term of three years, subject to re-appointment by Shareholders at
each annual general meeting. In line with the UK Corporate Governance Code, they are generally renewed for no more than
nine years in aggregate. Non-Executive Directors are not eligible for payment on termination, other than payment to the end
of their contracts.

Strategic Report

Name Role Date of original appointment Expiry of current term
Malcolm Diamond Chairman 1 November 2015 31 Octaber 2021
Nick Jefferies Group Chief Executive 26 Novermber 2008 12 months by either
Director or Company
Simon Gibbins Group Finance Director 10 June 2010 12 months by either
Director or Company
Tracey Graham Non-Executive Director 1 November 2015 31 October 2021
Bruce Thompson Non-Executive Director 26 February 2018 25 February 2024
Clive Watson Non-Executive Director 2 September 2019 1September 2022

Cther than their service contracts, no contract of significance, to which any member of the discoverlE CGroup is a party and in
which a Director is or was materially interested, subsisted at the end of, or during, the year.
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Termination payments for Executive Directors

On termination, the Company will normally make a payment in lieu of notice (PILON’) which is equal to the aggregate of the
base salary and cash equivalent of ather benefits for the applicable notice period.

The Company may pay the PILON either as a lump sum or in equal monthly instalments, from the date on which the
employment terminates until the end of the relevant period. If alternative employment is coonmenced, for each menth that
instalments of the PILON rernain payable, the monthly amount paid may be reduced by the amount received from such

w

alternative employrnent. E

If identified as a 'good leaver for the purposes of the bonus plan, the bonus payout will be pro-rated based on the Committee’s E

reascnable assessment of the achievernent of the performance measures in respect of the relevant financial year. o
n

The treatment of LTIP awards on termination will be in accordance with the plan rules and, where appropriate, at the ®

discretion of the Committee. 2
]

If identified as a ‘good leaver’ under the LTIPs and share option schernes’ rules, (including those good leavers identified as iT

being at the discretion of the Committee), outstanding awards may be exercised, narmally pro rata for service up until the

date of leaving and subject to the outcome of the performance conditions, either on the normal release or on such earlier

date as the Committee may determine.

The Committee may also agree to make payments in respect of statutory employment claims, reasonable legal fees,

outplacement and accrued holiday or sick leave.

Change of control or restructuring c
o

On a change of contraol, all LTIP awards will be released, subject to performance requirements and will erdinarily be prorated '-E

according to completion of the vesting period. In line with market practice and the Plan rules, the final treatrment of any E

awards is subject to the discretion of the Committee. ‘.g

There are no enhanced bonus provisions on a change of control. E
=
(e}
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Comparison with remuneration policy for other employees

The Company’s approach to salary reviews is consistent throughout the Cornpany with consideration given to responsibility,
experience, performance, salary levels in comparable organisations and the Company’s ability to pay.

Differing bonus arrangements {which are normally discretionary} operate elsewhere in the organisation and, subject to role,
employees are entitled to benefits such as healthcare, car allowance (or Company-funded vehicle), life assurance and critical
illness cover.

Fees for Non-Executive Directors

Fees for the Non-Executive Directors are determined on behalf of the Board by the Non-Executive Directors’ Remuneration
Committee. When determining fees, due regard is given to fees paid to Non-Executive Directors in other similarly-sized UK
quoted companies, the time commitment and the responsibilities of the roles. Non-Executive Directors cannot participate
in any of the Company’s share incentive schermes. As disclosed on page N0 of this Annual Report and Accounts, additional
fees, over and above the base fee payable to the Non-Executive Directors, are payable for chairing the Audit and Risk and
Remuneration Committees and for acting as Senior Independent Director.

Fees are normally reviewed annually to ensure that they reflect an individual's time commitrnent and responsibilities.

External appointments

The Executive Directors are entitled to accept one appointment outside the Group, provided that the Chairman’s permission
is obtained in advance of accepting an appointment and specific approval is given by the Board. Neither of the Executive
Directors who served during the year held any non-executive appointments outside the Group.

lllustrations of the application of the Executive Directors’ remuneration policy

The bar charts below illustrate sore possible cutcomes of the application of the policy for the year ending 31 March 2022,

Group Chief Executive (£'000) Group Finance Director (£'000)
£2,750 4y £575 £1,126 £2,045 £2,413 £2,750 4y £358 £672 £1,205 £1,424
£2500 | £2500 !
£2,250 15% £2,250
£2,000 ‘ £2,000 -]
£1,750 36% 0% £1,750
8 ais00 4 8 nis500 :
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growth growth
@ Fixed @ Annual Bonus Long-term incentive Share price growth

1. Minimum in the bar charts above is fixed remuneration enly (e, salary, pensicn and benefits as disclosed in the single figure table).

2. Target assumes that 25% of the LTIP award vests {based on an award with a face value of 150% and 135% of salary fer the Group Chief
Executive and Group Finance Director respectively) and bonuses have been earned at the target levels (75% of salary for the Group Chief
Executive and 62.5% of salary for the Group Finance Director).

3. Maximum assumes that the Long Term Incentive Plan {"LTIP") award veste in full {based on an award with a face value of 150% and 135% of
salary for the Group Chief Executive and Group Finance Director) and the maximmum bonus (150% and 125% of salary for the Greup Chief
Executive and Group Finance Directer) have been earned.

4. Maximum plus share price growth —this is based on the maximum scenario set out above but with a 50% share price increase applied to
the value of LTIP awards.
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Projected values do not take into account dividend accrual or additional awards granted as a result of any agreement by an
Executive Director te incur the Company’s liability to employers’ National Insurance.

Consideration of employment conditions elsewhere in the Group

The remuneration policy, which has been implemented for the current Executive Directors, is more weighted towards
performance-related pay than for other employees. The reason for this is to establish a clear link between remuneration
received by the Executive Directors and the creation of Shareholder value.

As mentioned on page 108 of this Annual Report and Accounts, when setting the policy the Committee takes account of pay
and employment conditions elsewhere in the Group, but has not used any remuneration comparison measures between
the Executive Directors and other employees.

Employee Engagement

As outlined on page 53 there are a range of employee engagement initiatives in place across the Group and, as part of this
employee engagement, there is the opportunity for employees to ask questions and provide feedback on the strategy of the
Company, including how this links to remuneration.

Consideration of Sharcholder views

The Committee’s policy is to receive updates on the views of Shareholders and their representative bodies on best practice,
and take these into account. It seeks the views of key Shareholders on matters of remuneration in which it believes they
may be interested. This includes a comprehensive Shareholder consultation exercise undertaken with the Group’s largest
Shareholders in determining the changes applied to this Directors’ Remuneration Policy.

ANNUAL REPORT ON REMUNERATION

Information subject to audit

The Committee is responsible for considering and making recommendations to the Board on the remuneration of the
Executive Directors. In doing s, it reports to the Board on how it has discharged its responsibilities and operates within
agreed terms of reference.

The Committee also considers the recormmendations of the Group Chief Executive with regard to the members of the CGroup
Executive Committee who are not Executive Directars, in determining their remuneration packages, including bonuses, incentive
payments, share options and other share-based awards. The Group Company Secretary provides administrative support.

The table below shows the total remnuneration earned by executive directors for the year ended 31 March 2021 and the prior year.

Single total figure of remuneration for each Executive Director (audited)

Salary' Benefits? Pension® Total Fixed Bonus* LTIP® Total Variable Total

£000 £000 £000 Remuneration £000 £000 Remuneration £000

Nick FY21 443 n 62 516 333 8ca 1,201 1,717
Jefferies FY20 467 1 62 540 362 1,192 1554 2,093
Simon FY21 295 2 18 324 178 442 620 944
Gibbins FY20 310 7 18 339 193 505 718 1057

1. Each of the Executive Directors voluntarily waived 20% of their base salary for the three-month period from June 2020 to August 2020

2. Taxable benefits comprise car allowance (£3,000 each) and family medical insurance. The total value of benefits for 2021 were £11148 and
£11,571 for Nick Jefferies and Simon Gikbins respectively.

3. Pension in the year under review for Nick Jefferies and Simen Gibbins was paid as cash in lieu of pension and was equal to 15% and 6.5% of
salary {minus NI contributions) respectively.

4. For performance in the year under review, a bonus of 75.1% and 60.3% of salary paid during the year is payable to Nick Jefferies and Simon
Gibbkins, respectively. Further details can be found on pages 110 to 112, In accordance with the Remuneration Policy, 20% of Nick Jefferies’
bonus will be in the form of deferred shares.

5. 759% of the 2018 LTIP award granted to Nick Jefferies and Simon Gibbins on 31 March 2018 vested on 31 March 2021 Further details can be
found on page 112. Of the FY21 LTIP values shown in the table above, £369,514 of Nick Jefferies and £188,306 of Simon Gibkbins, is attributed
to share price growth over the vesting period.

Innovative Electronics www.discoverlEplc.com
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DIRECTORS’
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REPORT

Single total figure of remuneration for Non-Executive Directors {audited)

Basic fee? Committee Chair fees SID fee Total

FY21 FY20 FY21 Fvy20 FY21 Fvy20 FY21 Fv20

£ £ £ £ £ £ £ £

Malcolm Diamond 133,000 140,000 _ - - - 133,000 140,000
Richard Brooman' - 15,333 - 2,667 - - - 18,000
Tracey Graham 43,700 46,000 7,600 8,000 - - 51,300 54,000
Henrietta Marsh’ - 15,333 - - - - - 15,333
Bruce Thornpson 43,700 46,000 _ - 7,600 8,000 51,300 54,000
Clive Watson 43,700 26,833 7,600 4,667 - - 51,300 31,500

1. Stepped off the Board on 25 July 2013
2. Each of the Non-Executive Directors agreed to a 20% reduction in their base fees for the three-month period from June 2020 to August 2020,

Incentive outcomes for Executive Directors for the year ended 31 March 2021

Annual bonus in respect of performance for the year

The maximum bonus opportunity for the year under review was 125% and 100% of salary for the Group Chief Executive and
the Croup Finance Director respectively. Annual bonuses for the year under review were based on operating profit targets
(56%), simplified working capital (24%) and non-financial objectives (20%). However, given the impact of the pandemic on the
business in the early part of the 2020/21 financial year, the profit targets were set later than usual to provide greater visibility
on the short-term outlook. As a result of the delay, the Committee decided to halve the potential profit element of the bonus,
resulting in a reduced bonus opportunity for the year of 90% of salary (from 125%) for the Group Chief Executive and 72% of
salary (from 100%) for the Group Finance Director.

Based on the strong performance during the year, the profit performance was just above the maximum target, the
Simplified Weorking Capital target was met in full and non-financial objectives were determined to have been substantially
met {resulting in an 80% payout for this element). This performance would have resulted in bonuses of 94% of the reduced
maximum (or £396,741 for the Group Chief Executive and £213,200 for the Group Finance Director).

While the Committee believes these outcomes are a fair reflection of the financial and operational performance of the Cornpany
during 2020/2], the Executive Directors felt that bonuses should be adjusted to reflect the reduced salaries received during the
year (ie, net of the voluntary 20% reduction applied for three months of the financial year) and ne higher than those earned

for FY 2019/20 and therefore proposed the bonuses are reduced so that they are 8% lower than the prior year. The Committee
commended and accepted management’s proposal and, therefore, reduced the bonus outcomes above by a further 16% and 17%
for the Group Chief Executive and Group Finance Director respectively, resulting in awards of ¢. 75% and ¢. 60% of salary during the
year to the Group Chief Executive and Group Finance Director respectively for FY 2020/21.

Further details, including the targets set and performance against each of the metrics, are provided in the tables below:

Annual Report and Accounts

discoverlE Group plc

for the year ended 31 March 2021

08.09.2022 kil 14:16

Brgnngysundregistrene

Side 115 av 212



Brgnngysundregistrene Arsregnskap regnskapséaret 2021 for 996755193

Nick Jefferies (audited)

Weighting Threshold Target Maximum Actual
Group underlying EBIT (£m)]) 56% £29.8m £322m £34.6m £352m
Payout' (% of salaryj 10% 17.5% 35% 35.0% ‘g
SWC 24% 27.0% 24.0% 21.0% 20.0% &
Payout' (% of salaryj 0% 15% 30% 30.0% z
Individual objectives 20% 16.0% E
Payout (% of salary) 20.0% g
Formulaic cutcome (% of salary) 85.0%
Formulaic cutcome (% of max) 68.0%
Adjusted actual payout (% of salary) 75.1%
Adjusted actual payout (% of max) 60.0%

1. Vesting between the points is on a straight-line basis

2. Asreferred to above, actual performance against the original objectives would have resulted in the payments referred to in the “Fermulaic

outcome” rows but actual payouts were adjusted as shown 3

c

- - - - ]

Simon Gibbins {audited) c

o

Weighting Threshold Target Maximum Actual g

Group underlying EBIT (£m)]) 56% £29.8m £322m £34.6m £352m g

-

Payout' (% of salaryj 10% 14% 28% 28.0% g

SWC 24% 27.0% 24.0% 21.0% 20.0% g

Payout' (% of salaryj 0% 2% 24% 24.0% v
Individual objectives 20% 16.0%
Payout (% of salary) 16.0%
Formulaic cutcome (% of salary) 68.0%
Formulaic cutcome (% of max) 68.0%

Adjusted actual payout (% of salary) 60.3% @

&

Adjusted actual payout (% of max) 60.3% S

£

1. Vesting between the peints is on a straight-line basis; profit element reduced by 50% %:

2. Asreferred to above, actual performance against the original objectives would have resulted in the payments referred to in the “Fermulaic b

outcome” rows but actual payouts were adjusted as shown E
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DIRECTORS’
REMUNERATION
REPORT

Each Executive Director was given a number of individual non-financial objectives, tailored to their role and to business
requirements in the year under review. Nick Jefferies and Simon Gibbins each earned 80% for their performance against
their non-financial objectives achieved during the year.

Nick Jefferies Simon Gibbins

= Steer the Group through COVID-19, preserving financial = Steer the Group through COVID-19, preserving financial
resources whilst maintaining moementum and rescurces resources whilst maintaining momentum and resources
for recovery for recovery

= Layout path to achieving the 5-year plan = Layout path to achieving the 5-year plan

= Introduce new business review structure = Introduce new ESG strategy

= Introduce new ESG strategy = Further develop internal audit function

= |ncrease sales in target markets in line with KSl objectives = Proactively develop analyst and investor base
= Develop acquisition opportunities = Development of HO function

= Develop investor base

The Committee assessed these achievements against the pre-set personal objectives and in the context of overall business
performance and decided to award Nick Jefferies 20% out of the available 25% and Simon Gibbins 16% out of the available
20% for this element of their bonus. This means that, in total for the year under review, and after taking into account the
downward adjustments applied above, Nick Jefferies earned a bonus of 75.1% of his salary and Simon Gibbins earned a bonus
of 60.3% of his salary.

2018 LTIP vesting {audited)

LTIP Awards were granted on 31 March 2018 to Nick Jefferies and Simon Gibbins with vesting dependent on relative TSR
performance against a comparator group made up of constituents of the FTSE Small Cap Index (1/3), absolute TSR in excess
of CPI (1/3) from 21 March 2018 to 31 March 2021 and the growth in EPS between the year ended 31 March 2018 and the year
ended 31 March 2021 (1/3). The specific targets were as follows:

Relative TSR ranking against the FTSE Small Cap (1/3 weighting)

Relative TSR ranking against peers % of award vesting

Upper quartile (or above) 100%

Between median and upper quartile Straight-line vesting between 25% and 100%
Below median performance 0%

Absolute TSR performance {1/3 weighting)

Absolute TSR performance % of award vesting

Equal to or above CPI +30ppts 100%

Between CPIl +10ppts and CPI +30ppts Straight-line vesting between 25% and 100%
Below CPI +10ppts 0%

EPS Performance (1/3 weighting)

EPS growth from FY18 to FY21 % of award vesting

Equal to or above 12ppts pa 100%

Between S5ppts pa and 12ppts pa Straight-line vesting between 25% and 100%
Below 5Sppts pa 0%

discoverlE's TSR performance was 79.3% over the three-year period to 31 March 2021. This ranked the Company in the top 10%

of the FTSE Small Cap and 75.3% above CPI growth of 4.0% over the period. This strong performance resulted in both of the TSR
elements of the award vesting in full. EPS growth from FY18 to FY21 was 5.3% CAGR and so 27.7% of this element of the award
vested. This meant that a total of 75.9% of the 2018 LTIP award vested. The vested awards are subject to a two-year holding periad.

2 discover|E Group plc Annual Report and Accounts
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Share awards made during the year (audited)
The following LTIP awards were granted on 30 June 2020:

Threshold Maximum
Face value vesting vesting "g
as % of Number (% of (% of End of performance a
Director salary Face value' of shares face value} face value} period &
Nick Jefferies 135% £630118 127,039 31 March 2023 a
) o 25% 100% 1]
Simon Gibbins 100% £310,000 62,500 31 March 2023 =
=
n

1. The face value of the awards is based on a share price of £496, being the three-day average share price directly prior to the grant of the award.
In addition to the grants set out above, 10,446 awards with a face value of £51,812 were granted to Simon Gibbins in return

for him bearing the Company’s liability to employer's National Insurance arising on the exercise of such grants made to him
above and 13,985 awards with a face value of £63,366 were granted to Nick Jefferies in return for hirm bearing a proportion of
such liability. The additicnal awards ensure they are in a neutral positicn on an after-tax basis, assuming unchanged tax rates.

Vesting of these awards is subject to the following perfermance conditions:

. . . - - ¢
Relative TSR ranking against the FTSE Small Cap (1/3 weighting) 2
Relative TSR ranking against peers % of award vesting E
Upper quartile {or above) 100% %
Between median and upper quartile Straight-line vesting between 25% and 100% g
Below median performance 0% E

g
Absolute TSR performance {1/3 weighting) S
Absolute TSR performance % of award vesting
Equal to or above CPI +30ppts 100%
Between CPIl +10ppts and CPI +30ppts Straight-line vesting between 25% and 100%
Below CPI +10ppts 0%
w
EPS Growth (1/3 weighting) E
EPS Growth % of award vesting E
Equal to or above 10ppts per annum 100% E
Between 4ppts and 10ppts per annum Straight-line vesting between 25% and 100% %
Below 4ppts per annum 0% g
]
<
Perfarmance will be measured over three years from 1 April 2020 to 31 March 2023 using, for the two TSR measures, share ir
prices averaged over the previous month, for both the start and end of the performance period. In the case of EPS Growth,
performance will be measured from FY 2019/20 to FY 2022/23. Vested shares will be subject to an additional two-year holding
period.
As noted above, 20% of Nick Jefferies annual bonus is deferred into shares. Cn 26 October 2020, 5,956 shares were acquired at
a price of £6.38 per share (representing 20% of the FY 2019/20 bonus net of tax).
Pension arrangements {audited) £
The Company does not operate a defined benefit pensiocn scheme for Executive Directors. Pension contributions/ cash =
allowances for the Executive Directors are set out in the policy table on page 103 of this Report. E
2
£
@
8
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DIRECTORS’
REMUNERATION
REPORT

Directors’ interests under the Long-Term Incentive Plans

Movements in the Executive Directors” holdings of nil-cost options under the LTIPs during the year are shown below.
The performance criteria for the LTIPs are set out on page 113.

Share

Movements during the year Number Vested  valueat

Number held held at but not 31.03.21
at 31.03.21 Granted Vested Exercised Lapsed 31.03.20 exercised £ When exercisable
Nick 245,192(v) - - - - 245192 245192 1624786 Mar 2020 to Mar 2025
Jefferies 223,567(v)? - - - - 223567 223567 1497899  Mar 2021 to Mar 2026
242,788(v)* - - - - 242,788 242788 1626680 Mar 2022 to Mar 2027
123,998(v}* - 123998 - 39373 163371 123998 830,787 Mar 2023 to Mar 2028
166,236(nv) - - - - 166,236 - 1N3781  Apr 2024 to Apr 2029
127,039(nvj" 127,039 - - - - - 851,161 Jul 2025 to Jun 2030
Simon 120,192(v)° - - - - 120092 120192 805286 Mar 2020 to Mar 2025
Gibbins 98,437 (v)¢ - - - - 98,437 98,437 659528  Mar2021to Mar 2026
106,900(v)’ - - - - 106900 106900 716230 Mar 2022 to Mar 2027
63,190(v)>° - 63,190 - 20065 83255 63,190 423,373 Mar 2023 to Mar 2028
92,006(nv)** - - - - 92,006 - B16440  Apr 2024 to Apr 2029
62,500(nv)"?  €2500 - - - - - 418750 Jul 2025 to Jun 2030

V)= vested; (rv) = non-vested

1. The award, in the form of a nil-cost opticn over 245192 shares in the Company was made to Nick Jefferies on 31 March 2015.
The performance conditicns attached to the award resulted in 100% vesting on 31 March 2018.

2. The award, in the form of a nil-cost option over 223,567 shares in the Company was made to Nick Jefferies on 31 March 2016.
The performance conditicns attached to the award resulted in 100% vesting con 31 March 2018,

3. Theaward, in the form of a nil-cost option over 242,788 shares in the Company was made to Nick Jefferies on 31 March 2017.
The performance coenditicns attached to the award resulted in 100% vesting on 31 March 2020.

4. The award, in the form of a nil-cost option over 163,371 shares in the Company was made to Nick Jefferies on 2% March 2018.
The performance conditicns attached to the award resulted in 75.8% vesting on 28 March 2021,

5. The award, in the form of a nil-cost option over 120132 shares in the Company was made to Simon Gikbins on 31 March 2015,
The performance cenditicns attached to the award resulted in 100% vesting en 31 March 2018.

6. The award, in the form of a nil-cost option over 98,437 shares in the Company was made to Simon Gibbins on 31 March 2016.
The performance conditicns attached to the award resulted in 100% vesting on 31 March 2019,

7. The award, in the form of a nil-cost opticn over 106,900 shares in the Company was made te Simon Gibbins on 31 March 2017,
The performance cenditicns attached to the award resulted in 100% vesting en 31 March 2020,

8. The award, in the form of a nil-cost option over 83,255 shares in the Company was made to Simon Gibbins on 2% March 2018,
The performance conditicns attached to the award resulted in 75.8% vesting on 28 March 2021,

9. An additional award of 13,316 nil-cost options was made on 28 March 2018 such that Simon Gibbins is in a net neutral position after tax,
assuming unchanged tax rates, as a result of his agreement to take on the Cempany's liability to employer's National Insurance en the
March 2018 award. 75.9% of the 2018 award vested; meaning 63,120 options from the ‘base award’ vested and 20,065 options frem the ‘base
award' lapsed; and 10,562 options from the NI element vested and 3,353 options from the Nl element lapsed.

13, An additional award of 15,379 nil-cost options was made on 30 April 2019 such that Simon Cibbins is in a net neutral position after tax,
assuming unchanged tax rates, as a result of his agreement to take on the Cempany's liability to employer's National Insurance en the
April 2019 award. This is in additicn to the 92,0306 shares set out above and is subject te the same vesting and exercise conditions.

1. Anadditional award of 13,385 nil-cost options was made on 30 June 2020 such that Nick Jefferies is in a net neutral position after tax,
assuming unchanged tax rates, as a result of his agreement to take on a proporticn of the Company's liability to employer's National
Insurance on the June 2020 award. This is in additicn to the 127,039 shares set out above and is subject to the same vesting and exercise
conditions.

12. An additional award of 10,446 nil-cost options was made on 30 June 2020 such that Simon Gibbins is in a net neutral position after tax,

assuming unchanged tax rates, as a result of his agreement to take on the Company's liability to employer's National Insurance on the June
2020 award. This is in addition to the 62,500 shares set out above and is subject to the same vesting and exercise conditions.
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Directors’ interests {audited)

The interests of the Directors, who held office as at 31 March 2027 {including family interests) in ordinary shares {fully paid, 5p}
of the Company, were as follows:

Shares held at 31 March 2021 g
Nil cost %
options  Shares/nil cost %
vested but  options vested  Shares/nil cost O
not exercised but subject options subject Unencumberad Valueof current ..2
Unencumbered and outside of to additional to performance shares held at shareholding =
shares holding period holding period conditions 31 March 2021 (% of salary) v
Nick Jefferies 981,400 468,759 366,786 293,275 965,750 2.484%
Simon Gibbins 267,489 218,629 170,090 154,506 267489 1,351%
Tracey Graham 9,358 - - - 9,358
Malcoelm Diamond 27,316 - - - 27316
Bruce Thornpson 25,000 - - - 25,000
Clive Watson 12,500 - - - 12,500

1. Nick Jefferies holds 965,750 shares cutright. In line with the Remuneration Paolicy, 20% of the FY19 and FY20 bonuses were deferred into
shares. The figure of 381,400 above includes the shares bought with those deferred bonuses, which were 3694 and 5,356 shares respectively.

The interests of all Directors at 1 June 2021 are unchanged from those at 31 March 2021. The values of current shareholdings
for Nick Jefferies and Simon Gibbins have been valued using the share price as at 31 March 2021 of 670p and include all
aptions that have vested and are based on salaries as at1June 2021.
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Executive Directors are required to build up/maintain a shareholding of at least 200% of salary, including LTIP shares

where performance conditions no lenger apply, within five years. Both of the Executive Directors have met the current
shareholding requirements. In accordance with the remuneration policy, Executive Directors are required to build up/
maintain a shareholding of at least 250% of salary within seven years. Both of the Executive Directors meet the shareholding
requirements. The figures for shares/nil cost options subject to performance conditions exclude any additional awards to
Executive Directors in respect of employer’'s National Insurance.

Dilution P
L ) ) c

The Company’s share schemes are funded through a combination of shares purchased in the market and newly issued shares, [

as appropriate. The Company monitors the number of shares issued under the schernes and their impact on dilution limits. E
2
[0

As at 31 March 2021, approximately 5.44m shares (6.1% in the last ten years) have been, or may be, issued to settle awards A

rmade in the last ten years in connection with all share schemes and executive share schemes, respectively. The Company is ®

committed to rernaining within The Investrnent Association’s 10% in 10 years dilution limit. 2
]
<

Payments for loss of office (audited) .

There were no payments for loss of office during the year.

Payments to past Executive Directors {audited)

There were no payments to past Executive Directors during the year.

This represents the end of the audited section of the Report.
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DIRECTORS’
REMUNERATION
REPORT

Pay for performance

The graph below shows Total Sharehelder Return (TSR] in terms of change in value {with dividends deemed to be reinvested
gross on the ex-dividend date) of an initial investment of £100 on 1 April 2011 between that date and 31 March 2021 1in a
holding of the Coampany’s shares, compared with the corresponding TSR in a hypothetical holding of £100 invested in

the FTSE Small Cap Index. This index has been chosen because it is considered to be a reasonable comparator in terms

of the Company’s size and its share liquidity. The accompanying table details the Group Chief Executive’s single figure of
remuneration and actual variable pay outcomes over the same period.

Total Shareholder Return
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Il DiscoverlE Return Index I FTSE Small Cap Return Index Source: Refinitiv Datastream

Group Chief Executive single figure of total remuneration history

Note: The Company’s share price was adjusted following the rights issue in June 2074,

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Single figure of total 1613 229 572 1,246 1,321 665 1,803 1,796 2,093 1,717
remuneration (£'000])

Salary (£000) 297 320 320 330 425 429 438 453 467 443
Bonus outcome 10 20 55 59 60 435 63.7 692 620 60.1
{% of maximum)}

LTIP outcome 94 88 9 100 100 - 100 100 100 75.9
{% of maxinmum)

Turnover (£m} 207 177 212 271 288 338 3879 4389 466.4 4543
EBIT (Em})' 7 5 7 13 6 20 245 306 371 35.2

1. Continuing cperations
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Group Chief Executive remuneration

Annual Percentage Change in Remuneration of Directors and employees

As required by the 2019 regulations, the table below shows a comparison of the annual change of each individual Director's
pay to the annual change in average UK employee pay. Average employee pay is based on a Full Time Equivalent (FTE)
calculation.

Percentage change in remuneration from 31/3/20 to 31/3/21

Percentage change in Percentage change in Percentage change in

base salary /fee benefits profit share award

% % %

Nick Jefferies' 5% 3% -8%
Simon Gibbins 5% 3% -8%
Malcolm Diamond 5% - -
Tracey Graham 5% - -
Bruce Thornpson 5% - -
Clive Watson? 5% - -
All UK employees +2% +5% +49%

1. Inaccordance with the Remuneration Policy, 20% of the Group Chief Executive's bonus is in the form of deferred shares.

2. Clive Watson joined the Board in September 2019, Fees in FY 2019/20 were £31,500 for the 7 months remaining that year, a full year
equivalent of £54,000. Fees in FY 2020/21 were £51,300. On a pro-rated basic this represented a reduction of 5% per annum in FY 2020/21.

CEO pay ratio

The table below sets out the pay ratios for the Group Chief Executive in relation to the equivalent pay for the lower quartile,

rmedian and upper quartile employees (calculated on a full-time basis).

Year Method 25th percentile pay ratio Median pay ratio 75th percentile pay ratio
2021 Cption B 631 4771 257
2020 Option B 831 571 4011

1. The Cempany determined the remuneration figures for the employee at each quartile with reference to a date of 31/3/21.
2. The Group used calculation methed B as the Gender Pay Gap data is already ccllated for UK employees and was therefore readily available.

3. Following a review, the Committee was satisfied that the three individuals reported on are representative of the lower guartile, median and
upper guartile employees. No adjustments or estimates were used.

Set out in the table below is the total pay and benefits as well as the salary component of remuneration for the employees
identified as being at the relevant percentiles.

£ 25th percentile Median 75th percentile
Salary 25500 34,000 52,417
Total pay and benefits 27170 36,210 68,975

Importance of the spend on pay

The table below shows the importance of the spend on pay for all employees across the globe compared with the returns
distributed to Shareholders, during the year under review and the prior financial year. The information is based on like-for-
like constant currency and includes annualised prior year acquisitions.

2021 2020 change

£m £m %

Remuneration paid to or receivable by all employees 93.8 2.7 1.2%
Distributions to Shareholders by way of dividends (net of share issues) 28 81 -65.4%
Innovative Electronics www.discoverlEplc.com n7
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DIRECTORS’
REMUNERATION
REPORT

Statement of implementation of the remuneration policy in the financial year ending
31 March 2022

The Company intends to implement the poligy in the financial year ended 31 March 2022 in the way described in the
"Rernuneration at a glance” section and policy table for the Executive Directors on pages 98 to 92 and 102 to 104 respectively.

The Committee has approved performance measures for the annual bonus for the Executive Directors for the year ending
31 March 2022, with 84% based on financial performance and 16% on perscnal or strategic objectives.

On target performance will result in a 50% target payout. Due to the close link between targets and the long-term strategy, the
bonus targets for the year ending 31 March 2022 have not been disclosed in this report due to commercial sensitivity. However,
further information on these bonus targets will be disclosed in next year's Annual Report and Accounts.

The Committee will grant LTIP awards in line with the pelicy after approval by Shareholders of the new LTIP scheme at the
annual general meeting scheduled for 29 July 2021. The award for the Group Chief Executive will be aver shares with a face
value of 150% of salary and 135% for the Group Finance Director. The performance measures will be based 50% on relative TSR
and 50% on underlying earnings growth measures. The Committee considered carefully the EPS range and has agreed to set
a growth target of 5% to 12% p.a. This growth range is appropriately challenging and is higher than the 4%p.a. to 10%p.a. targets
applied for last year’s awards.

The fees for the Non-Executive Directors increased by 5% with effect from 1 April 2021, as follows:

Committee
Basic fee Chair fee SID fee Total
As at 1 April 2021 £ £ £ £
Malcolm Diamond 147,000 - - 147,000
Tracey Graham 48,300 8,400 - 56,700
Bruce Thompson 48,300 - 8,400 56,700
Clive Watson 48,300 8,400 56,700

Advisers

During the year, the Committee received independent advice on executive remuneration from FIT Remuneration
Consultants LLP ("FIT"). FIT were appointed by the Committee in 2019 following a competitive tender process. FITis a
signatory to the Remuneration Consultants’ Code of Conduct. FIT does not provide any services other than advice to the
Remuneration Committee and the Committee considers FIT to be independent and objective. The fees paid to FIT for
advising the Committee for the financial year ended 31 March 2021 were £57,344 based partly on a fixed fee basis and partly
based on time spent.

Shareholder voting

AGM resolutions For! Against Withheld?
2018 binding vote on the 47004246 95.56% 2,186,425 4.44% 9,067
Directors’ Remuneration Palicy

2020 Approval of the 68,046,592 9716% 1,991,774 2.84% 815,048

Remuneration Report {excl. Policy)

1. Includes votes at the Chairman's discretion
2. Avote "withheld” is not a vote in law, and is not counted in the calculation of the proporticn of votes for and against the resclution]

discoverlE Group plc Annual Report and Accounts
for the year ended 31 March 2021
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STATEMENT OF DIRECTORS’
RESPONSIBILITIES IN RESPECT
OF THE FINANCIAL STATEMENTS

The Directors are responsible for preparing the Annual
Report and the financial statements in accordance with
applicable law and regulation.

Company law requires the Directors to prepare financial
statements for each financial year. Under that law the
Directors have prepared the Group financial statements

in accordance with international accounting standards

in canfermity with the requirements of the Companies
Act 2006. Additionally, the Financial Conduct Authority's
Disclosure Guidance and Transparency Rules require the
Directors to prepare the Group financial staterments in
accordance with international financial reporting standards
adopted pursuant to Regulation (EC) No 1606/2002 as it
applies in the European Union and the Company financial
statements in accordance with United Kingdom Generally

Accepted Accounting Practice (United Kingdom Accounting

Standards, comprising FRS 101 "Reduced Disclosure
Framework”, and applicable law).

Under company law, 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 Company and of the profit or loss of the Group for that
period. In preparing the financial staternents, the Directors
are required to:

= select suitable accounting policies and then apply them
consistently,

= state whether applicable international accounting
standards in conformity with the requirements of
the Companies Act 2006 and international financial
reporting standards adopted pursuant to Regulation
(EC) No 1606/2002 as it applies in the European Union
have been followed for the Group financial statements
and United Kingdom Accounting Standards, comprising
FRS 1071 have been followed for the Company financial
statements, subject te any material departures disclosed
and explained in the financial staternents;

= make judgements and accounting estimates that are
reasonable and prudent; and

= prepare the financial staternents on the going concern

basis unless it is inappropriate to presume that the Group

and Company will continue in business.

The Directors are also responsible for safeguarding the
assets of the Group and Company and hence for taking
reasonable steps for the prevention and detection of fraud
and other irregularities.

The Directors are responsible for keeping adequate
accounting records that are sufficient to show and explain
the Group’s and Company’s transactions and disclose with
reasonable accuracy at any time the financial position of
the Group and Company and enable them to ensure that
the financial statements and the Directors’ Remuneration
Report comply with the Companies Act 2006.

Innovative Electronics

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

Directors’ confirmations

The Directors consider that the annual report and accounts,
taken as awhole, is fair, balanced and understandable

and provides the infermation necessary for shareholders

to assess the Group's and Company's position and
performance, business model and strategy.

Strategic Report

Each of the Directors, whose names and functions are listed
in on pages 70 and 71 confirm that, to the best of their
knowledge:

= the Group financial statements, which have been
prepared in accordance with international accounting
standards in conformity with the requirements of the
Companies Act 2006 and internaticnal financial reporting
standards adopted pursuant to Regulation (EC) No
1606/2002 as it applies in the European Union, give a true
and fair view of the assets, liabilities, financial position and
profit of the Group;
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= the Company financial statements, which have
been prepared in accordance with United Kingdom
Accounting Standards, comprising FRS 101, give a true
and fair view of the assets, liabilities, financial position and
loss of the Company; and

= the Strategic Report includes a fair review of the
development and perforrmance of the business and the

position of the Group and Company, together with a -E
description of the principal risks and uncertainties that it E
faces. [
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INDEPENDENT AUDITORS’ REPORT TO
THE MEMBERS OF discoverlE GROUP PLC

Report on the audit of the financial
statements

Opinion
In our opinion:

= discoverlE Group plc's Group financial statements
and Company financial statements {the "financial
statements™) give a true and fair view of the state of the
GCroup’s and of the Company’s affairs as at 31 March 2021
and of the Group’s profit and the Group’s cash flows for
the year then ended;

= the Group financial statements have been properly
prepared in accerdance with international accounting
standards in conformity with the requirements of the
Companies Act 2006;

= the Company financial statements have been properly
prepared in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom
Accounting Standards, comprising FRS 101 "Reduced
Disclosure Framework”, and applicable law); and

= the financial statements have been prepared in
accordance with the requirements of the Companies Act
2006.

We have audited the financial statements, included within
the Annual Report and Accounts (the “Annual Report™),
which comprise: the Consolidated statement of financial
position and the Company balance sheet as at 31 March
2021; the Consolidated income statement, Consaclidated
statement of comprehensive income, the Consclidated
and Company statement of changes in equity, and the
Consolidated staternent of cash flows for the year then
ended; and the notes to the financial statemenits, which
include a description of the significant accounting policies.

Our opinion is consistent with our reporting to the Audit
and Risk Committee.

discoverlE Group plc

Separate opinion in relation to international
financial reporting standards adopted pursuant to
Regulation {EC) No 1606/2002 as it applies in the
European Union

As explained in note 2 to the financial statements, the
Group, in addition to applying international accounting
standards in conformity with the requirements of the
Companies Act 2006, has also applied international financial
reporting standards adopted pursuant to Regulation (EC)
No 1606/2002 as it applies in the European Unian.

In our opinion, the Group financial statements have been
properly prepared in accordance with international financial
reporting standards adopted pursuant to Regulation (EC)
N 1606/2002 as it applies in the European Union.

Basis for opinion

We conducted our audit in accordance with International
Standards on Auditing (UK) {"ISAs (UK]}"} and applicable law.
Cur responsibilities under 15As {UK) are further described
in the Auditors’ responsibilities for the audit of the financial
statements section of our report. We believe that the audit
evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Independence

We remained independent of the Group in accordance
with the ethical requirements that are relevant to our
audit of the financial statements in the UK, which includes
the FRC’s Ethical Standard, as applicable to listed public
interest entities, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

To the best of cur knowledge and belief, we declare that
non-audit services prohibited by the FRC's Ethical Standard
were not provided.

Other than those disclosed in note 7 to the consolidated
financial statements, we have provided no non-audit
services to the Company or its contrelled undertakings in
the period under audit.

Annual Report and Accounts
for the year ended 31 March 2021
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Our audit approach
Overview

Audit scope

= We conducted full scope audits on 27 components
including all consolidation adjustments considered as
one component {overseas and UK) and specified audit
procedures on a further Tl components {overseas and
UK).

= The compenents where full audit work was performed
accounted for 75% of the Group’s revenue and 81% of the
Group’s underlying profit before tax. We have considered
all the consalidation adjustments as a single full scope
component and these are included in the coverage
obtained above. In addition, we have performed specified
procedures over certain entities that are not included as
full scope.

Key audit matters

= Coodwill impairment assessrent (Groupj

= COVID-19 and Geing concern considerations (Group and
Company}

= Reporting of underlying adjustments (Group}

= Carrying value of investments (Company)

Materiality

= Overall Group materiality: £1,574,400 (2020: £1,679,000)
based on 5% of underlying profit before tax.

= Overall Company materiality: £1,417,000 {2020: £1,511,000})
based on 1% of total assets, limited to 30% of Group
materiality.

= Performance materiality: £1180,800 (Group) and
£1,062,700 (Company).

The scope of our audit

As part of designing cur audit, we determined materiality

Innovative Electronics

and assessed the risks of material misstatement in the
financial statements.

Key audit matters

Key audit matters are those matters that, in the auditors’
professional judgement, were of most significance in the
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) identified by
the auditors, including those which had the greatest effect
an: the overall audit strategy; the allocation of resources

in the audit; and directing the efforts of the engagerment
team. These matters, and any comments we make on the
results of our procedures thereon, were addressed in the
context of our audit of the financial statements as a whole,
and in forming cur opinion thereon, and we do not provide
a separate opinion on these matters.

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

Accounting for acquisitions and Valuation of inventory,
which were key audit matters last year, are no longer
included because of the lower level of assessed risk in
these areas based on the quantum of acquisitions being
lower than prior year, the results of audit procedures over
similar transactions and balances in the prior year and
rmanagement’s judgements and estimates applied in these
areas not being sufficiently complex to result in a material
misstatement in the conselidated financial statements.
Ctherwise, the key audit matters below are consistent with
last year.

www.discoverlEplc.com 121
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INDEPENDENT AUDITORS’ REPORT TO
THE MEMBERS OF discoverlE GROUP PLC

Key audit matter

How our audit addressed the
key audit matter

Goodwill impairment assessment (Group)

Refer to page 87 (Audit and Risk Committee Report), note 2
{Significant accounting judgements and estimates) and note 17
for the related disclosures on goodwill.

The Group carried £127.9 million of goodwill at 31 March 2021
{2020: £117.3 miillion).

The recoverability of the carrying value of goodwill is contingent
on future cash flows of the underlying cash generating units
{'CCUSs) and there is a risk that if these cash flows do not meet the
Directors’ expectations, the goodwill may be impaired.

We focused our assessment on the estimates and judgerments
used by management in their impairment model including
appropriate downside sensitivities. In light of the current
uncertainties as a result of the COVID-19 cutbreak we have
focused on CGUs which performed significantly below budgeted
level for the year ended 31 March 2021 or were more reliant on
the long term cash flows to recover the carrying value of the
CGU. Ne impairment charge was recognised in the years ended
31 March 2021 and 31 March 2020.

We evaluated and challenged the Directors’ future
cash flow forecasts in the goodwill impairment model
and the process by which they were prepared. We
tested the cash flow forecast by cornparing it with the
FY22 budget approved by the Board in March 2021
and found thern to be reascnable.

We challenged:

= the key assumptions for short and leng term
growth rates in the forecasts by comparing them
with historical results, as well as the actual results
for the period after the year end;

= the discount rate used in the calculations by
assessing the discount rate for each CGU based on
the country of its operations; and

= assessed the appropriateness of the model
prepared te calculate the value in use.

We performed sensitivity analysis on the key
assumptions within the cash flow forecasts. This
included further sensitising the future cash flows
using lower short and longer term sales growth rates
while keeping the operating expenses in line with
Director’s forecast resulting in lower forecast profit
margins. .

We ascertained the extent to which a change in these
assumptions, both individually or in aggregate, would
result in a goodwill impairment, and considered

the likelihood of such events cccurring. We also
considered the sufficient and appropriateness of
disclosures included in the Group’s consolidated
financial statements regarding such events.

We engaged PwC’s valuation experts to assess
the reasonableness of the discount rates used.
We consider these to be more conservative when
compared to ranges calculated by our valuation
experts. This results in an embedded additional
headroom within the model prepared by
management.

We compared the total value in use calculated in
managernent’s goodwill models to the Group’s
market capitalisation of £597 million at 31 March 2021
to further assess the assumptions within the models.

Based on the procedures described above, we were
satisfied that the recoverability of the carrying value of
goodwill in respect of all the CGUs identified has been
appropriately assessed.

discoverlE Group plc
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Key audit matter

How our audit addressed the
key audit matter

COVID-19 and Going concern considerations (Group and
Company)

The COVID-19 pandemic in early 2020 affected individuals and
businesses across the world and this continues to have varying
impacts on the countries where the Group operates.

Given the nature of the pandemic, it is difficult to predict the impact
on the Group and there remains an uncertainty in the short term
and longer term. The Directors have considered the potential impact
of the disruptions caused by the COVID-19 pandemic on the way
business is carried out across the Group and have taken steps during
the year to minimise the impact of this on the Group operations.

During the year ended 31 March 2021, the Group made a net profit
after tax of £12.0 million and had net current assets of £75.8 million at
the year-end. The Group holds a cash and cash equivalent balance
{net of bank overdraft) of £28.2 million. Despite this position at the year
end, due to the impact of COVID-19 outbreak there is an uncertainty
over the expected future cash flows and continuity of business at the
forecast levels.

The Directors performed a going concern assessment based on
the Group's FY22 budget approved by the Board in March 2021
and forecast growth for FY23 and FY24, and other associated key
risk factors including acquired Company forecast and associated
future earn-cut payments, latest views on supplier and customer
payments impacting working capital and latest foreign exchange
rates. The assessment carried out by the Directors is for a period of
at least twelve months from the date of approval of these financial
staternents.

The Directors’ assessment included preparing a severe but plausible

downside scenario including revenue and EBITDA downside trading
sensitivities and identified mitigating actions that could be taken to

reduce cash expenditure if necessary. They also considered the levels
of funding accessible by the Group.

The Directors concluded based on these forecasts and sensitivities,
that there was sufficient headroom in respect of covenants and
liquidity beyond the severe but plausible downside scenario, to
prepare the financial statements on a going concern basis.

The Directors have also considered the risk of impairment of non-
current assets, increased credit risk on trade receivables, obsolescence
of inventory and working practices across the Group including the
impact on control environment.

We have focussed on this risk due to the evelving nature of the
pandemic, the uncertainties involved and the magnitude of any
potential impact on the financial statements.

The Directors have included their assessment of the impact of
CCOVIE-19 in the Annual Report. Further details are set out in note 2
to the consolidated financial staternents.

In assessing management's consideration of the
potential impact of COVID-19, we have undertaken
the following audit procedures:

= We discussed with management and the Board
the critical estimates and judgements applied in
their latest assessments in order to understand
and challenge the rationale underlying the factors
incorperated and the sensitivities applied as a
result of COVID-19, including the assessment of
goodwill impairment and related cash flows as
described in the key audit matter on ‘goodwill
impairment assessment’; and

Strategic Report

= We reviewed the judgements included by
management in their ‘expected credit loss’ model
with respect to the impact of COVID-13. We
considered the position of the trade receivables
subsequent to the year end to assess the
appropriateness of management’s judgerents
applied in the model.

= We have assessed the operating effectiveness
of the control environment throughout the year
through our UK and overseas audits, feeding back
any observations to Managerment. We consider
the overall control environment to have operated
effectively through the perioad.

Corporate Governance

= We have reviewed management’s assessments
over the net realisable value of inventory and any
write downs that are required as a consequence.
We consider the position taken at 31 March 2020
to be reflective of the condition, demand and
future selling price of the goods.

We audited the disclosures included in the Annual

Report in respect of this risk, including going

concern, and impairment sensitivities and consider

thern reasonable.
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The procedures we performed to address the risks
of going concern and our findings are set out in
the ‘Conclusions relating to geing concern’ section
below.
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INDEPENDENT AUDITORS’ REPORT TO
THE MEMBERS OF discoverlE GROUP PLC

Key audit matter

How our audit addressed the
key audit matter

Reporting of underlying adjustments (Group)

Refer to Audit and Risk Committee Report (page 87); Accounting
pelicies {note 2); and note & (Underlying profit before tax).

£145 million {(2020: £13.3 million) of net costs incurred in the year
are presented as adjustments to the Group’s underlying profit
before tax. These include:

= £2 million of acquisition and integration costs;
= £111 million of amortisation of acquired intangibles; and

= £1.4 million in respect of the Group's 1AS 19 pension charge for
the year.

The Group presents underlying performance measures on the
face of the consolidated income statement as supplementary
information.

Management believes that the presentation of underlying
performance measures provides investors with a means of
evaluating performance of the Group on a consistent basis, similar
to the way in which management evaluates performance.

The determination of which items are classified as adjustments to
underlying profit is subject to judgement and therefore need to
be classified appropriately and presented consistently.

We considered the appropriateness of the
adjustments made to the statutory profit before
tax to derive underlying performance.

In order to do this, we considered:

= The Group’s accounting policies on exceptional
and non-underlying items;

= The application of IFRS, in particular I1AS 1; and

= European Securities and Markets Authority
{"ESMA") guidelines on alternative performance
measures {APMs) issued on 3 July 2076.

We challenged management on the
appropriateness of the classification of each
item, being mindful that classification should be
balanced between gains and losses, the basis for
the classification clearly disclosed and applied
consistently from one year to the next.

We also considered the risk that the Group's
accounting policy could be manipulated to help
achieve profit targets.

We also considered the risk of one-off gains during
the year not being properly identified and therefore
presented inappropriately within underlying profit.

Having considered the nature and quantum

of these items, overall, we were satisfied that
the presentation of adjustments to the Group's
underlying profit in the consclidated financial
statements for the year ended 31 March 2021is
consistently applied and appropriately disclosed.

Annual Report and Accounts

discoverlE Group plc
for the year ended 31 March 2021

08.09.2022 kI 14:16 Brgnngysundregistrene Side 129 av 212



Brgnngysundregistrene Arsregnskap regnskapséaret 2021 for 996755193

Key audit matter

How our audit addressed the
key audit matter

Carrying value of investments (Company}

Refer to note 2 and note 5 of the Company financial statemenits.

We obtained management’s assessment of
the carrying value of the investrments and we
challenged:

The Company holds investments in its subsidiaries of £201.3 million

(2020: £200.2m).

we focused on this area due to the size of the investment balances
with focus on the risk of impairment arising in the Company’s
investrnent of £23.7 million in discoverlE Management Services
Limited {"DMS"), the Group's service Company that derives revenue

from intercompany recharges.

Management has performed an assessment of the recoverable

= the key assumpticons for short and long term
growth rates in the forecast cash flows for DMS
by comparing them with historical results, as
well as challenging the expected growth in
DMS's income arising from its recharge of costs
around the Group;

= We assessed the recoverability of the loans
extended by DMS to other Group companies;

amount of the investment and compared this to the carrying value = the discount rate used in the calculations by

using the same cash flow methodology applied in the impairment

test for goodwill described above.

assessing the cost of capital for the Group and
comparable organisations; and

The results showed that no impairment was required against this = assessed the recoverability of investment in

investrnent.

subsidiaries other than DMS by comparing the
net asset values of these subsidiaries against the
carrying value of the investment. There were no
indications of impairment identified

We performed sensitivity analysis on the key
assurnptions within the cash flow forecasts. This
included sensitising the discount rate applied to
the future cash flows, and the short and longer
term growth rates and operating income forecast.

Following the conclusion of our pracedures above,
we are satisfied that no impairment is required
and the carrying value of the investment in DMS is
appropriate.

How we tailored the audit scope

We tailored the scope of our audit to ensure that we
performed encugh work to be able to give an opinion on
the financial statements as a wholg, taking into account the
structure of the Group and the Company, the accounting
processes and controls, and the industry in which they
operate.

The business is structured across two reported segments,
Design & Manufacturing D&M’} and Custom Supply ('CS),
aperating in 24 countries.

Across the 24 countries, the Group has 63 component
business operations. We performed an audit of the
complete financial information of 26 (2020: 28} of these
components and one component which includes all
consolidation entries ("full scope components”), which
were selected based on their size or risk characteristics. This
covered 75% (2020: 78%) of the Croup’s revenue and 81%
{2020: 77%]) of the Group's underlying profit before tax.

Innovative Electronics

For 11 (2020: 9) further components ("specified procedures
components’), we performed tailored audit procedures to
address any significant risk or balances and transactions
involving judgement and estimates. We have also tested
balances and transactions within these components
which are both material and form a significant part of the
respective total balance across the Group.

The remaining 25 components in aggregate represent 12%
{2020: 11%) of the CGroup's underlying profit before tax. For
these components, the Group audit team performed central
risk assessment analytical procedures.

In establishing our overall approach to the Group audit,

we determined the nature of work that needed to be
undertaken at each of the components by us, as the Group
audit engagernent team, or by component auditors from
PwC network firms operating under our instruction.
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INDEPENDENT AUDITORS’ REPORT TO
THE MEMBERS OF discoverlE GROUP PLC

Cf the 27 full scope components, audit procedures were
performed on 16 compoenents directly by the Group

audit team, with component auditors performing audit
procedures over the remaining 11 components. Cfthe 11
specified procedures components, & components where
the work was performed by component auditors, we
determined the appropriate level of involvernent to enable
us to determine that sufficient audit evidence had been
abtained as a basis for cur opinion on the consclidated
financial statements as a whole.

Materiality

The Group audit team also joined the audit clearance
meetings for each of the full scope components where the
work was undertaken by other component auditors.

We tailored the scope of our audit to ensure that we
performed enocugh waork to be able to give an opinion on
the consclidated financial statements as a whole, taking
into account the structure of the Group and the Company,
the accounting processes and controls, and the industry in
which they operate.

The scope of our audit was influenced by cur application of materiality. We set certain quantitative thresholds for materiality.
These, together with qualitative consideraticons, helped us to determine the scope of our audit and the nature, timing and
extent of our audit procedures on the individual financial statement line items and disclosures and in evaluating the effect of
misstatements, both individually and in aggregate on the financial statements as a whole.

Based on our professional judgement, we determined materiality for the financial statements as a whole as follows:

Financial statements - Group

Financial statements - Company

Overall materiality £1,574,400 (2020: £1,679,000).
How we determined it

Rationale for
benchmark applied

stakeholders of the Group.

5% of underlying profit before tax

We believe that underlying profit before
tax provides a consistent year on year basis
for determining materiality and is the most
relevant performance rmeasure to the key

£1,417,000 (2020: £1,51,000).
1% of total assets, limited by Group materiality

We believe that total assets is the most
appropriate measure to assess a holding
Cormnpany, and is a generally accepted
auditing benchmark.

For each component in the scope of cur Group audit,

we allocated a materiality that is less than our overall
Group materiality. The range of materiality allocated
across components was between £42,000 and £1,417,000.
Certain components were audited to a local statutory
audit materiality that was also less than our overall Group
materiality.

We use performance materiality to reduce to an
appropriately low level the probability that the aggregate of
uncorrected and undetected misstatements exceeds overall
materiality. Specifically, we use performance materiality

in determining the scope of cur audit and the nature

and extent of our testing of account balances, classes of
transactions and disclosures, for example in determining
sample sizes. Cur performance materiality was 75% of overall
materiality, amounting to £1180,800 for the Group financial
statements and £1,062,700 for the Company financial
statements.

discoverlE Group plc

In determining the performance materiality, we considered
a nurber of factors - the history of misstatements, risk
assessment and aggregation risk and the effectiveness of
controls - and concluded that an amount at the upper end
of our normal range was appropriate.

We agreed with the Audit and Risk Committee that we
would report to them misstaternents identified during
our audit above £78,720 (Group audit) (2020: £84,000})
and £78,720 (Company audit) (2020: £84,000} as well as
misstatements below those armounts that, in our view,
warranted reporting for qualitative reasons.

Annual Report and Accounts
for the year ended 31 March 2021
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Conclusions relating to going concern

Cur evaluation of the directors’ assessment of the Group's
and the Company’s ability to continue to adopt the going
concern basis of accounting included:

= Obtaining the Directors’ cash flow forecasts for the going
concern period and validating the underlying cash flow
projections by challenging the basis of the judgements
applied and verifying that it is consistent with our existing
knowledge and understanding of the business;

= Reviewing the sensitivity analysis carried out by the
Directors to assess the impact of the key assumptions
underlying the forecast such as reduction in sales,
increase in working capital and expected level of
operating expenses,

= Agsessing the impact of the Directors’ severe but
plausible downside scenarios on the headroom available
on liquidity and covenants under the Group’s revolving
credit facility of £180m, including agreeing the terms of
the facility to the agreements;

= Reviewing the Directors’ identified available mitigating
factors where required and included within the cash flow
forecast;

= Testing the mathematical accuracy of the Directors’ cash
flow forecast and validating the opening cash position;
and

= assessing the adequacy of the disclosure provided in note
2 of the consclidated and Cornpany financial statements.

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 Company’s ability
to continue as a going concern for a period of at least twelve
rmonths from when the financial statements are authorised
forissue.

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.

However, because not all future events or conditions can
be predicted, this conclusion is not a guarantee as to the
Group’s and the Company’s ability to continue as a going
concern.

In relation to the directors’ reporting on how they have
applied the UK Corporate Governance Code, we have
nothing material to add or draw attention to in relation to
the directors’ statement in the financial statements about
whether the directors considered it appropriate to adopt the
going concern basis of accounting.

Our responsibilities and the responsibilities of the directors
with respect to going concern are described in the relevant
sections of this report.

Innovative Electronics

Reporting on other information

The other information comprises all of the information in
the Annual Report other than the financial staterments and
our auditors’ report thereon. The directors are responsible
for the other information. Our epinion on the financial
statements does not cover the other information and,
accerdingly, we do not express an audit opinion or, except to
the extent otherwise explicitly stated in this report, any form
of assurance 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
rmaterially inconsistent with the financial statements or our
knowledge obtained in the audit, or otherwise appears to
be materially misstated. If we identify an apparent material
inconsistency or material misstatement, we are required to
perform procedures to conclude 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
rmisstatement of this other information, we are required to
report that fact. We have nothing to report based on these
responsibilities.

With respect to the Strategic report and Directors’ report,
we also considered whether the disclosures required by the
UK Companies Act 2006 have been included.

Based on our work undertaken in the course of the audit,
the Companies Act 2006 requires us also to report certain
apinions and matters as described below.

Strategic report and Directors’ Report

In our opinion, based on the work undertaken in the course
of the audit, the information given in the Strategic report
and Directors’ report for the year ended 31 March 2021 is
consistent with the financial statements and has been
prepared in accordance with applicable legal requirements.

In light of the knowledge and understanding of the Group
and Company and their environment cobtained in the course
of the audit, we did not identify any material misstatements
in the Strategic report and Directors’ report.

Directors’ Remuneration

In our opinion, the part of the Directors’ rernuneration report
to be audited has been properly prepared in accordance
with the Companies Act 2006,

www.discoverlEplc.com 127
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INDEPENDENT AUDITORS’ REPORT TO
THE MEMBERS OF discoverlE GROUP PLC

Corporate governance statement

The Listing Rules require us to review the directors’
statements in relation to going concern, longer-term
viability and that part of the corporate governance
statement relating to the Company’s compliance with the
provisions of the UK Corporate Governance Code specified
for our review. Cur additional responsibilities with respect to
the corporate governance staternent as other information
are described in the Reporting on other information section
of this report.

Based on the work undertaken as part of cur audit, we
have concluded that each of the following elements of the
corporate governance statement is materially consistent
with the financial statements and our knowledge obtained
during the audit, and we have nothing material to add or
draw attention to in relation to:

= The directors’ confirmation that they have carried out a
robust assessment of the emerging and principal risks;

= The disclosures in the Annual Report that describe those
principal risks, what procedures are in place to identify
emerging risks and an explanation of how these are
being managed or mitigated;

= The directors’ statement in the financial staterments
about whether they considered it appropriate to adopt
the going concern basis of accounting in preparing them,
and their identification of any material uncertainties to
the Group’s and Company’s ability to continue to do so
over a period of at least twelve months from the date of
approval of the financial statements;

= The directors’ explanation as to their assessment of
the Group’'s and Company’s prospects, the period this
assessment covers and why the period is appropriate; and

= The directors’ statement as to whether they have a
reasonable expectation that the Company will be able
to continue in operation and meet its liabilities as they
fall due over the period of its assessment, including any
related disclosures drawing attention to any necessary
qualifications or assumptions.

Our review of the directors’ statement regarding the
lenger-term viability of the Group was substantially less in
scope than an audit and only consisted of making inquiries
and considering the directors’ process suppeorting their
statement; checking that the statement is in alignment
with the relevant provisions of the UK Corporate Governance
Code; and considering whether the statement is consistent
with the financial statements and our knowledge and
understanding of the Group and Company and their
environment obtained in the course of the audit.

In addition, based on the work undertaken as part of

our audit, we have concluded that each of the following
elements of the corporate governance statement is
materially consistent with the financial statements and our
knowledge obtained during the audit:

discoverlE Group plc

= The directors’ statement that they consider the
Annual Report, taken as a wholg, is fair, balanced and
understandable, and provides the information necessary
for the members to assess the Group’s and Cormpany’s
position, performance, business model and strategy;

= The section of the Annual Report that describes the
review of effectiveness of risk management and internal
control systems; and

= The section of the Annual Report describing the work of
the Audit and Risk Committee .

We have nothing to report in respect of cur responsibility
to report when the directors’ statement relating to the
Company’'s compliance with the Code does not properly
disclose a departure from a relevant provision of the Code
specified under the Listing Rules for review by the auditors.

Responsibilities for the financial statements
and the audit

Responsibilities of the directors for the
financial statements

As explained more fully in the Statement of Directors’
Responsibilities in Respect of the Financial Statements, the
directors are responsible for the preparation of the financial
statements in accordance with the applicable framework
and for being satisfied that they give a true and fair view.
The directors are also responsible for such internal control
as they determing is necessary to enable the preparation

of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial staterments, the directors are
responsible for assessing the Group’s and the 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 Company or to
cease operations, or have no realistic alternative but to do sc.

Auditors’ responsibilities for the audit of the
financial statements

Cur cbjectives are to obtain reasonable assurance about
whether the financial staternents as a whaole are free from
material misstaterment, whether due to fraud or error,

and to issue an auditors’ 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
1SAs (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.

Annual Report and Accounts
for the year ended 31 March 2021
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Irregularities, including fraud, are instances of non-
compliance with laws and regulations. We design procedures
in line with our responsibilities, outlined above, to detect
rmaterial misstatements in respect of irregularities, including
fraud. The extent to which our procedures are capable of
detecting irregularities, including fraud, is detailed below:.

Based on our understanding of the Group and industry, we
identified that the principal risks of non-compliance with
laws and regulations related to the listing rules, pensions
legislation, tax legislation and local laws and regulations
applicable in the territories that the Group operates in, and
we considered the extent to which non-compliance might
have a material effect on the financial staterments. We also
considered those laws and regulations that have a direct
impact on the financial staternents such as the Companies
Act 2006. We evaluated management’s incentives and
opportunities for fraudulent manipulation of the financial
statements (including the risk of override of controls), and
determined that the principal risks were related to posting
of unusual journals to increase revenue and managerment
bias in determining accounting estimates. The Group
engagement team shared this risk assessment with the
compaonent auditors so that they could include appropriate
audit procedures in response to such risks in their work.
Audit procedures performed by the Group engagement
team andfor component auditors included:

= Discussed and interviewed the senior management,
internal audit, and the Audit and Risk Committee,
including consideration of known or suspected instances
of non-compliance with laws and regulation and fraud;

= Reviewed incentives and bonus schemes to understand
and review drivers that could lead to higher fraud risks;

= Performed unpredictable procedures; and

= |dentified and tested journal entries, in particular, journal
entries; which had unexpected account combinations,
posted by unexpected users, with unusual descriptions
or descriptions referring to directors or key management
personnel.

There are inherent limitations in the audit procedures
described above. We are less likely to become aware of
instances of non-compliance with laws and regulations that
are not closely related to events and transactions reflected
in the financial statements. Also, the risk of not detecting

a material misstatement due to fraud is higher than the
risk of not detecting ene resulting from error, as fraud may
involve deliberate concealment by, for example, forgery or
intentional misrepresentations, or through collusion.

Our audit testing might include testing complete
populations of certain transactions and balances, possibly
using data auditing techniques. However, it typically involves
selecting a limited number of items for testing, rather

than testing complete populations. We will often seek to
target particular items for testing based on their size or risk
characteristics. In other cases, we will use audit sampling to
enable us to draw a conclusion about the population from
which the sample is selected.

Innovative Electronics

A further description of our responsibilities for the audit of
the financial statemenits is located on the FRC's website
at: www.frcorg.ulk/auditorsresponsibilities. This description
forms part of cur auditors’ report.

Use of this report

This report, including the opinions, has been prepared

for and only for the Company’s members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act
2006 and for no other purpose. We do not, in giving these
opinions, accept or assume respansibility for any other
purpose or te any other person to whom this report is shown
or into whose hands it may come save where expressly
agreed by our pricr consent in writing.

Other required reporting

Companies Act 2006 exception reporting

Under the Companies Act 2006 we are required to report to
you if, in our opinion:

= we have not obtained all the information and
explanations we require for our audit; or

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

= certain disclosures of directors’ remuneration specified by
law are not made; or

= the Company financial statements and the part of the
Directors’ Remuneration Report to be audited are notin
agreement with the accounting records and returns.

We have no exceptions to report arising from this
responsibility.

Appointment

Following the recornmendation of the Audit and Risk
Committee, we were appointed by the directors on 13
September 2017 to audit the financial statements for the
year ended 31 March 2018 and subsequent financial periods.
The period of total uninterrupted engagement is 4 years,
covering the years ended 31 March 2018 to 31 March 2021.

Christopher Hibbs {Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

3June 2021
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CONSOLIDATED INCOME STATEMENT

for the year ended 31 March 2021

2021 2020
notes £m £m
Revenue 4 454.3 466.4
Cost of sales (299.0) (309.7)
Gross profit 155.3 1567
Selling and distribution costs (57.8) (587}
Administrative expenses (76.8) (74.8)
Operating profit 7 20.7 238
Finance income 9 03 06
Finance costs 9 (4.0) (4.9)
Profit before tax 17.0 195
Tax expense 10 (5.0) (5.2)
Profit for the year 12.0 14.3
Earnings per share 13
Basic 13.5p 17.0p
Diluted 13.0p 16.5p
SUPPLEMENTARY INCOME
STATEMENT INFORMATION
2021 2020
Underlying Performance Measures notes £m £m
Operating profit 7 20.7 22.8
Add back: Acquisition and merger expenses 6 2.0 4.0
Amaortisation of acquired intangible assets 8 mni 2.0
I1AS 19 pension charge 3 1.4 0.3
Underlying operating profit 35.2 371
Profit before tax 17.0 195
Add back:  Acquisition and merger expenses 2] 2.0 4.0
Amortisation of acquired intangible assets 18 mni 9.0
IAS 19 pension charge 3 1.4 03
Underlying profit before tax 315 328
Underlying earnings per share 13 26.0p 30.2p
discoverlE Group ple o Py Ee A N 3058
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CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

for the year ended 31 March 2021

2021 2020
notes £m £m
Profit for the year 12.0 143
Other comprehensive (loss)/income: I
o
Itemns that will not be subsequently reclassified to profit or loss: %
Actuarial (loss)/gain on defined benefit pension scherne 3 (3.4) 2.4 %
Deferred tax credit/{charge) relating to defined benefit pension scheme 10 0.6 {05} .9
2
(2.8) 19 g
Itemns that may be subsequently reclassified to profit or loss: v
Exchange differences on translation of foreign subsidiaries [0.5) {4.6)
(0.5) (4.6)
Other comprehensive loss for the year, net of tax (3.3) (2.7}
Total comprehensive income for the year, net of tax 8.7 16
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

as at 31 March 2021

2021 2020
notes £m £m
Non-current assets
Property, plant and equipment 14 235 252
Intangible assets — goodwill 16 127.9 n73
Intangible assets - other 8 63.3 649
Right of use assets 5 22.4 211
Defined benefit pension surplus 31 - 1.8
Deferred tax assets 10 7.9 6.1
245.0 236.4
Current assets
Inventories 12 67.7 68.4
Trade and other receivables 20 84.9 90.1
Current tax assets 1.8 21
Cash and cash equivalents 21 29.2 36.8
183.6 197.4
Total assets 428.6 433.8
Current liabilities
Trade and other payables 28 [94.8) (87.6)
OCther financial liabilities 22 (0.8) (4.3)
Lease liabilities 5 (4.8) (5.3)
Current tax liabilities (5.6) (5.5)
Provisions 25 (1.8) (0.9)
(107.8) (103.6)
Non-current liabilities
Trade and other payables 28 (0.8) (3.0)
Other financial liabilities 22 (75.6) (93.8)
Lease liabilities 5 (16.7) 4.7
Pension liability 3 (1.0} -
Provisions 25 (5.4) (4.7)
Deferred tax liabilities 10 (12.5) (13.4)
(12.0) {129.7)
Total liabilities (219.8) (233.3)
Net assets 208.8 2005
Equity
Share capital 29 4.4 4.4
Share premium 138.8 138.8
Merger reserve 19.9 227
Currency translation reserve (2.7) (2.2)
Retained earnings 48.4 36.8
Total equity 208.8 200.5
The financial statements on pages 130 to 181 were approved by the Board of Directors on 3 June 2021 and signed on its behalf
by
Nick Jefferies Simon Gibbins
GCroup Chief Executive Group Finance Director
discoverlE Group plc Annual Report and Accounts
for the year ended 31 March 2021
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

for the year ended 31 March 2021

Attributable to equity holders of the Company

Currency

Share Share Merger translation Retained Total

capital premium reserve reserve earnings equity -

£m £m £m £m £m £m 'g_

At 1 April 2019 37 1069 2.9 2.4 8.8 134.7 2

Profit for the year - - - - 14.3 143 a

Cther comprehensive lass - - - 4.6} 19 2.7 %

Total comprehensive income - - - (4.6} 6.2 16 ﬁ
Shares issued {note 29) 0.7 319 273 - - 605

Share-based payments

including tax - - - - 18 1.8
Transfer to retained earnings - - 81 - 2 -
Dividends (note 12) - - - - 80 a0
At 31 March 2020 4.4 138.8 227 (2.2) 36.8 200.5

Profit for the year - - - - 2.0 12.0 §

Other comprehensive loss - - - (0.5) (2.8) (3.3) 2

Total comprehensive income - - - {0.5) 92 87 2

<]

Share-based payments (&)

including tax - - - - 24 24 %

Transfer to retained earnings - - (2.8) - 2.8 - ‘g_

Dividends (note 12} - - - - (2.8 2.8) :cj
At 31 March 2021 4.4 138.8 19.9 (2.7) 48.4 208.8
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CONSOLIDATED STATEMENT OF
CASH FLOWS

for the year ended 31 March 2021

2021 2020

notes £m £m
Net cash flow from operating activities 24 46.6 374
Investing activities
Acquisition of businesses (net of cash/(debt) acquired) (20.8) (72.6)
Acquisition related contingent consideration - (1.0}
Purchase of property, plant and equiprment (3.2) (5.3}
Purchase of intangible assets - software (0.7) (1.0}
Proceeds from disposal of property, plant and equipment 03 -
Interest received 03 05
Net cash used in investing activities (24.1) (79.4)
Financing activities
Net proceeds from the issue of shares 0.1 605
Proceeds from borrowings 23 93 419
Repayment of borrowings 23 (27.8) (31.3)
Payrnent of lease liabilities (6.1) (6.0)
Interest paid on lease liabilities (0.6) {0.6)
Dividends paid 2 (2.8) 8.1)
Net cash (used in)/generated from financing activities (27.9) 56.4
Net [decrease)/increase in cash and cash equivalents’ (5.4) 4.4
Net cash and cash equivalents at 1 April 34.8 20.8
Effect of exchange rate fluctuations (1.2) (0.4}
Net cash and cash equivalents at 31 March 28.2 348
Reconciliation to cash and cash equivalents in the consolidated
statement of financial position
Net cash and cash equivalents shown above 28.2 348
Add back: bank overdrafts 22 1.0 2.0
Cash and cash equivalents presented in current assets in the consclidated
statement of financial position 21 29.2 36.8
' Further information on the consclidated statement of cash flows is provided in notes 23 and 24.
discoverlE Group ple o Py Ee A N 3058
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NOTES TO THE GROUP CONSOLIDATED
FINANCIAL STATEMENTS

for the year ended 31 March 2021

1. Authorisation of financial statements and statement of compliance with IFRS

The conscolidated financial staternents, which corprise the results of discoverlE Group plc {'the Company’} and its
subsidiaries {collectively referred to as ‘the Group”), for the year ended 31 March 2021 were authorised for issue by the Board
of Directors on 3 June 2021. discoverlE Group plcis a public limited company incorporated and domiciled in England, UK and
the registered office is disclosed on page 191. The Company’s ordinary shares are traded on the London Stock Exchange.

The significant accounting pelicies adopted by the Group are set out in note 2 and have been applied consistently to all years
presented in these Consolidated financial staterments.

Strategic Report

2. Accounting policies

Basis of preparation

The Group's consolidated financial statements have been prepared in acceordance with international accounting standards
in conformity with the requirements of the Companies Act 2006 and the applicable legal requirements of the Companies
Act 2006. In addition to complying with international accounting standards in conformity with the requirements of the
Companies Act 2006, the consclidated financial statements also comply with internaticonal financial reporting standards
adopted pursuant to Regulation (EC) No 1606/2002 as it applies in the European Union (IFRS). These consolidated financial
statements are prepared under the historical cost convention, unless otherwise stated.

The conscolidated financial staternents are presented in pounds sterling and all values are rounded to the nearest hundred
thousand except as otherwise indicated.

Changes in Accounting Policies

In the prior year, the Group adopted IFRS 16 ‘Leases’; and recognised lease liabilities and right of use assets in respect of the
leasing agreements in place as at 1 April 2019 and those which were entered into during the pricr year. During the pricr year,
the Croup did not make use of the exemption of applying IFRS 16 for short-term leases (leases shorter than 12 monthsj. In the
current year, for the purposes of practical expediency, the Group has decided to make use of the above exemption available
under IFRS 16. This change in accounting policy does not have a material impact on the current year and prior year balances
and therefore the numbers for prior year have not been restated.

Corporate Governance

Basis of consolidation

The Group’s consolidated financial statements consclidate the results of discoverlE Group plc, entities controlled by the
Company (its subsidiaries) and include the Group's share of the results of its associates.

Subsidiaries

The conscolidated financial staternents comprise the financial statements of the Group and its subsidiaries for the year ended
31 March 2021. Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement with the
investee and has the ability to affect those returns through its contrel over the investee. Specifically, the Group controls an
investee if, and only if, the Group has:

= Power over the investee (i.e. existing rights that give it the current ability to direct the relevant activities of the investee);
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= Exposure, or rights, to variable returns from its involvement with the investee; and
= The ability to use its power over the investee to affect its returns.

When the Group has less than a majority of the voting or similar rights of an investee, the Group considers all relevant facts
and circumstances in assessing whether it has power over an investee, including:

= The contractual arrangement with the other vote holders of the investes;

= Rights arising from other contractual arrangements; and

= The Group’'s voting rights and potential voting rights.

The Croup re-assesses whether or not it controls an investee, if facts and circurmnstances indicate that there are changes to
ane or more of the three elements of control. Consolidation of a subsidiary begins when the Group obtains control over the
subsidiary and ceases when the Group loses control of the subsidiary. Assets, liabilities, income and expenses of a subsidiary

acquired or disposed of during the year are included in the consclidated income statermnent from the date the Group gains
control until the date the Group ceases to control the subsidiary.

Other Information

When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies inte line
with the Group’s accounting policies. All intra-group assets and liabilities, equity, income, expenses and cash flows relating to
transactions between members of the CGroup are eliminated in full on consolidation.
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NOTES TO THE GROUP
FINANCIAL STATEMENTS

for the year ended 31 March 2021

2. Accounting policies continued
Going concern

In line with 1AS1 'Presentation of financial statements’ and revised guidance on 'risk managerment, internal control and
related financial and business reporting’, managernent has taken into account all available information about the future for
a period of at least, but not limited to, 12 months from the date of approval of the financial statements when assessing the
Group's and Company’s ability to continue as a going concern.

The Group’s business activities, together with factors which may adversely impact its future development, performance
and position, are set cut in the Strategic Report on pages 2 te 69. The financial position of the Group, its cash flows, liquidity
position and borrowing facilities are described in the Finance Review section of the Strategic report on pages 34 to 39.

The Group’s forecasts and projections, taking account of the sensitivity analysis of changes in trading performance, show that
the Group is well placed to operate within the level of its current committed facilities for the foreseeable future.

The Viability Base Case, as stated on page 46 has been subjected to sensitivity analysis involving flexing a number of the
underlying main assumptions, both individually and in conjunction. The sensitivities take into account the principal risks and
uncertainties set out on pages 47 to 52, notably instability in the economic environment, loss of key custemers and suppliers,
underperformance of acquired businesses, major business disruption, liquidity restriction, breach of debt covenants and
adverse foreign currency movements arising from a strenger Sterling.

The most severe but plausible downside scenaric assumes a recurrence of COVID-19 in the second half of FY 2021/22 and
adverse macroeconomic factors resulting in a significant decline in second half sales of FY 2021/22, negative sales growth in
FY 2022/23 and meodest growth thereon in FY 2023/24. Additionally, gross margin was reduced, working capital rmaterially
increased, significant cne-off expenditures (product liability, major customer insolvency or litigation) included, and an
increase in the Group effective tax rate.

Even after factoring in these significant additional downsides to the Viability Base Case, there remains good headroom
both in terms of liquidity and cur banking covenants. This is supported by the fact that the Group sells a wide portfolio of
different products across a diverse set of industries and geographies, low customer/supplier concentraticn, has a global
supply chain network, diverse manufacturing capacity, and has well-established and in many cases long term relationships
with its customers. These factors are considered important in mitigating many of the risks that could affect the long-term
viability of the Group. As a consequence, the Directors believe that the Group is well placed to manage its principal risks and
uncertainties as disclosed on pages 47 to 52 of the Strategic Report.

The Directors are confident that the Company and the Group have sufficient resources to continue in operational existence
for at least 12 months from the date of approval of the financial staternents. Accordingly, they continue to adopt the going
concern basis in preparing the Annual Report and Accounts.

Underlying profits and earnings

These financial statements include alternative performance measures that are not prepared in accordance with IFRS.
These alternative perfermance measures have been selected by management to assist them in making operating
decisions because they represent the underlying operating performance of the Group and facilitate internal cormparisons of
performance over time. See note 6.

Alternative performance measures are presented in these financial staternents as management believe they provide
investors with a means of evaluating performance of the Group on a consistent basis, similar to the way in which
rmanagement evaluates performance, that is not otherwise apparent on an IFRS basis, given that certain strategic non-
recurring, infrequent or non-cash items that management does not believe are indicative of the underlying operating
performance of the Group are included when preparing financial measures under IFRS. The Directors consider there to be
the following alternative performance measures:

Underlying operating profit

"Underlying operating profit” is defined as operating profit excluding acquisition related expenditure (namely amortisation
of acquired intangible assets, acquisition and merger expenses, and the 1AS19 pension charge relating to the Group’s legacy
defined benefit pension scheme) and exceptional items.
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2. Accounting policies continued

Acquisition and merger expenses comprise all attributable costs in connection with business acquisitions and disposals and
any related integration into the Group. Acquisition costs include contingent consideration where it is treated as an expense
and mavement in contingent consideration where it is treated as purchase price cutside of the 12 month measurement

£
period. 2
: &
Underlying EBITDA o
"Underlying EBITDA" is defined as underlying operating profit with depreciation, amortisation and equity settled share- o
based payment expense added back. E
=
. N 0
Underlying profit before tax
"Underlying profit before tax” is defined as profit before tax excluding acquisition related expenditure {(namely amortisation
of acquired intangible assets, acquisition and merger expenses and the 1A519 pension charge relating to the Group’s legacy
defined benefit pension scheme) and exceptional items.
Underlying effective tax rate
"Underlying effective tax rate” is defined as the effective tax rate on underlying profit before tax.
]
Underlying earnings per share 2
1]
"Underlying earnings per share” is calculated as underlying profit before tax reduced by the underlying effective tax rate, c
divided by the weighted average number of ordinary shares {for diluted earnings per share purposes) in issue during %
the year. [F]
2
Operating cash flow [
o
"Operating cash flow” is defined as underlying EBITDA adjusted for the investment in, or release of, working capital and less o
the cash cost of capital expenditure. ]

Free cash flow

"Free cash flow” is defined as net cash flow before dividend payments, net proceeds from equity fund raising, the cost of
acquisitions and proceeds from business disposals.

Return On Capital Employed (“ROCE"}

"ROCE" is defined as underlying operating profit as a percentage of net assets plus net debt, including an annualisation for
acquisitions.

Organic basis

Reference to ‘organic’ basis included in the Chairman’s staternent, Strategic & Cperational Review and Finance Review of the
Strategic Report means at constant exchange rates {("CER") and excluding the first 12 months of acquisitions {Sens-Tech was
acquired on 16 Octaber 2019, Phoenix on 13 Cctober 2020 and Limitor on 11 February 2021).
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Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as the
aggregate of the consideration transferred, measured at acquisition date fair value and the amount of any non-controlling
interest in the acquiree. The choice of measurement of non-centrolling interest, either at fair value or at the proportionate
share of the acquiree’s identifiable net assets is determined on a transaction by transaction basis. Acquisition costs incurred
are expensed and included in administrative expenses.

When the Group acquires a business, it assesses the financial assets acquired and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, econormic circumstances and pertinent conditions
at the acquisition date.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the acquisition date.
Subsequent changes to the fair value of the contingent consideration, which is deemed to be an asset or liability, will be
recognised in accordance with IFRSS 'Financial Instruments: Classification and measurement’ either in profit or loss orin
ather comprehensive income. If the contingent consideration is classified as equity, it should not be remeasured until it is
finally settled within equity.

Other Information
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NOTES TO THE GROUP
FINANCIAL STATEMENTS

for the year ended 31 March 2021

2. Accounting policies continued

Goodwill is initially measured at cost, being the excess of the aggregate of the acquisition-date fair value of the consideration
transferred and the amount recognised for the non-controlling interest {and where the business combination is achieved

in stages, the acquisition-date fair value of the acquirer’s previously held equity interest in the acquiree) over the net
identifiable amounts of the assets acquired and the liabilities assumed in exchange for the business combination. Assets
acquired and liabilities assumed in transactions separate to the business combinations, such as the settlement of pre-
existing relationships or post-acquisition remuneration arrangements, are accounted for separately from the business
combination in accordance with their nature and applicable IFRS. Identifiable intangible assets, meeting either the
contractual-legal or separability criterion are recognised separately from goodwill. Contingent liabilities representing a
present obligation are recognised if the acquisition-date fair value can be measured reliably.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose of
impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to each of the
Group’s cash-generating units {or groups of cash-generating unitsj that are expected to benefit from the business
combination, irrespective of whether other assets or liabilities of the acquiree are assigned to those units. Each unit or group
of units to which goodwill is allocated shall represent the lowest level within the entity at which the goodwill is menitered for
internal management purposes and shall not be larger than an operating segment before aggregation.

Where goodwill forms part of a cash-generating unit and part of the operation within that unit is disposed of, the goodwill
associated with the disposed of operation is included in the carrying amount of the operation when determining the gain or
loss on disposal of the operation. Goodwill disposed of in this circumstance is measured based on the relative values of the
aperation disposed of and the pertion of the cash-generating unit retained.

Intangible assets - other

All intangible assets, excluding goodwill arising on a business combination, are stated at their amortised cost or fair value less
any provision for impairment.

(a) Software

Implementation costs of IT systems, and computer software, are amortised on a straight-line basis over their estimated
useful lives which vary from three to ten years depending on the type of software and associated licensing and maintenance
arrangements.

{b) Acquired intangible assets — business combinations

Intangible assets that are acquired as a result of a business combination include customer and supplier relationships and
patents that can be separately identified and measured at fair value on a reliable basis, together with the associated deferred
tax liability. Amortisation is charged to the consclidated income staterment in administrative expenses, on a straight-line
basis over the expected useful economic lives as follows.

Customer relationships 5-10years
Patents Patent term

{c) Intangible assets - research and development

Expenditure on research activities is recognised as an expense in the period in which it is incurred. An internally generated
intangible asset arising from the Group’s development activities is capitalised only if all of the following conditions are

met: (a) an asset is created that can be identified (such as software, new processes and product development costs); (b it

is probable that the asset created will generate future economic benefits; and (c) the development cost of the asset can

be measured reliably. Internally generated intangible assets are amortised on a straight-line basis over their useful lives
between 5 and 10 years and charged to the consclidated income statement in administrative expenses. Where no internally
generated intangible asset can be capitalised, development expenditure is recognised as an expense in the pericd in which
it is incurred.
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2. Accounting policies continued
Property, plant and equipment

Property, plant and equipment is carried at cost less accumulated depreciation and any accumulated impairment losses.

Depreciation is provided on a straight-line basis to write off the cost, less residual value, over the estimated useful life at the
following rates:

Land and buildings: Freeheld property 2-4% per annum

Leasehald buildings Shorter of lease term or useful life

Land is not depreciated
Leasehold improvements 10-20% per annum or over the life of the lease
Plant and equipment 5-33% per annum

Property, plant and equipment is reviewed for impairment in accordance with 1AS 36 'Impairment’, when there are events or
changes in circumstances that indicate that the carrying value may not be recoverable.

Impairment of hon-financial assets

At each reporting date, the Group reviews the carrying value of its assets to determine whether there is any indication that
the assets are impaired. If any such indication exists, or when annual impairment testing for an asset is required, such as in
the case of goodwill, the recoverable amount of the asset is estimated in order to determine the extent of the impairment
loss, if any.

Recoverable amount is the higher of fair value less costs to sell and value in use. If the recoverable amount of an asset (or
cash-generating unit} is estimated to be less than its carrying amount, the carrying amount of the asset {or cash-generating
unit) is reduced to its recoverable amount and an impairment loss is immediately recognised as an expense.

An assessment is made at each reporting date as to whether there is any indication that previously recognised impairment
losses may no longer exist or may have decreased. If such an indication exists, an impairment loss is reversed to the extent
that the asset’s carrying value does not exceed the carrying amount that would have been determined, net of depreciation
ar amortisation, if ne impairment loss had been recognised. Such reversals are recognised in the consolidated income
statement. Any impairment charge on goodwill is not reversed.

Financial assets

The Group classifies its financial assets in the following measurerment categories:
1. those to be measured at amortised cost; and

2. those to be measured subsequently at fair value through profit or loss.

The classification depends on the Group's business model for managing the financial assets as well as the contractual terms
of the cash flows of the financial assets.

For assets measured at fair values, gains or losses will either be recorded in profit or loss or other comprehensive income.

At initial recognition, the Group measures a financial asset at its fair value plus, in the case of a financial asset not at fair value
through profit or loss, transaction costs that are directly attributable to the acquisition of the financial asset. Transaction
costs of financial assets carried at fair value through profit or loss are expensed in profit or loss.
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NOTES TO THE GROUP
FINANCIAL STATEMENTS

for the year ended 31 March 2021

2. Accounting policies continued
At subsequent measurement

"o

Financial assets mainly comprise of “trade receivables”, "other current assets {(excluding prepayments and VAT receivables)”,
and "cash and cash equivalents” in the statement of financial position.

Financial assets are subsequently measured based on the classification as follows:

Amortised cost: Financial assets that are held for collection of contractual cash flows where those cash flows represent solely
payments of principal and interest are measured at amortised cost. A gain or loss on a financial asset that is subsequently
rmeasured at amortised cost and is not part of a hedging relationship is recognised in profit or loss when the assetis
derecognised or impaired. Interest income from these financial assets is included in finance income using the effective
interest rate method.

Fair value through profit or lass ("FVTPL"): Derivative financial instruments that are held for trading as well as those that do
not meet the criteria for classification as amortised cost or fair value through other comprehensive income (" FVCCI™) are
classified as FVTPL. Movement in fair values and interest income that is not part of a hedging relationship is recognised in
profit or loss in the period in which it arises.

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the statement of financial position when there
is a legally enforceable right to offset and there is an intention to settle on a net basis or realise the asset and the liability
simultanecusly.

Inventories

Inventories comprise goods held for resale and work in progress and are stated at the lower of cost and net realisable value
after making allowance for any obsolete or slow-moving items. Cost comprises direct materials, inward carriage and, where
applicable, direct labour costs and those overheads that have been incurred in bringing the inventories to their present
location and condition.

Trade and other receivables

Trade receivables are amaounts due from customers for goods and services sold in the ordinary course of business. They are
held with the object of collecting the contractual cashflows and are measured at amortised cost less expected credit losses.
Trade receivables are assessed for impairment in accordance with IFRS 9 ‘Financial instruments’. This requires consideration
of both histerical and forward-looking information when considering potential impairment of trade receivables. The Croup
has opted to use the simplified appreach allowed under IFRS 9, which requires the calculation of a lifetime expected credit
loss. A provision matrix has been created to calculate an expected credit loss. This matrix is based upon histerical observed
default rates adjusted for forward looking information to create an adjusted default rate. This adjusted default rate is used to
calculate an expected credit loss and is compared with the bad debts written off during the previcus 36 months. Expected
credit loss is assessed separately for each of the Group’s trading divisions and is based on each trading division’s three-year
historical credit loss experience.

The following criteria are used to calculate the default rate:

Historical

= The level of sales written off during the prior 36-month period cornpared to the credit sales over the same 36-month
period and the aging of receivables.

Forward-Looking

= Macro-economic factors such as growth rates or interest rates

= Other material factors such as customer concentration; changes in technolegies; Brexit; COVID-19

In addition provision is made where there is objective evidence that a receivable balance may be impaired. Such evidence
may include a significant change in the credit risk profile of a customer, debt that has become significantly overdue or
contract default.

Trade receivables are written off where there is no reasonable expectation of recovery, such as bankruptcy proceedings.
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2. Accounting policies continued
Cash and cash equivalents
Cash and cash equivalents in the consclidated statermment of financial position comprise cash at bank and in hand and short-

term deposits with an criginal maturity of three months or less. For the purpose of the consclidated statement of cash flows,
cash and cash equivalents comprise cash and cash equivalents as defined above, net of outstanding bank overdrafts.

Borrowings

Borrowings are initially recognised at fair value net of any associated issue costs. Borrowings are subsequently recorded
at amortised cost, with any difference between the amount initially recorded and the redemption value recognised in the
consolidated income statement using the effective interest rate method.

Provisions

Provisions for warranties, onerous contracts, retirement benefits and restructuring costs are recognised when the Group has
a present legal or constructive obligation as a result of a past event; it is probable that an cutflow of resources will be required
to settle the obligation; and a reliable estimate can be made of the amount of the obligation. In relation to the provision for
onerous contracts, an assessment is made for impairment of any related assets.

Provisions are discounted to present value when the effect is material using a discount rate that reflects current market
assessments of the time value of money and the risks specific to the liability. The unwinding of the discount is recognised as
afinance cost.

Exceptional items

The Group discloses exceptional items by virtue of their nature, size or incidence so as teo allow a better understanding of the
underlying trading performance of the Group. The Group includes, where material, the profit or loss on disposal of property,
investments or businesses and other financial assets, asset impairments and significant restructuring costs in excepticnal
items.

Foreign currency translation

Transactions in foreign currencies are initially recorded in the functional currency at the exchange rate ruling at the date
of the transaction. Monetary assets and liabilities denominated in foreign currencies are translated at the rate of exchange
ruling at the reporting date and gains or losses on translation are included in the consclidated income statement.

Currency gains and losses arising from the retranslation of the opening net assets of foreign operations are recorded as a
movement on reserves, net of tax. The differences that arise from translating the results of overseas businesses at average
rates of exchange, and their assets and liabilities at closing rates, are dealt with in a separate currency translation reserve. All
other currency gains and losses are dealt with in the consolidated income statement.

Revenue recognition

Revenue represents the fair value of the consideration received or receivable for goods, cornmission and other services

provided to third parties, after deducting discounts, VAT and similar taxes levied overseas. Revenue is recognised when a

custorner obtains control of a good or service and thus has the ability to direct the use and obtain the benefits from the

good or service. In particular:

a. Revenue from the sale of products is recognised upen transfer of control to the customer upon completion of specified
performance obligations. This is generally when goods are dispatched to customers;

b. Revenue from rendering of services, which primarily comprise maintenance and outsourcing contracts, is recognised over
the life of the contract reflecting performance of the contractual obligations to the custormer;

¢. Interest income is recagnised as the interest accrues using the effective interest method;

d. Dividend income is recognised when the shareholders’ right to receive the payment is established.

Segment reporting

Cperating segments are reported in a manner consistent with internal reporting provided to the chief operating decision
maker. The chief operating decision maker, who is responsible for allocating resources and assessing performance of the
aperating segments, has been identified as the Beard.
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NOTES TO THE GROUP
FINANCIAL STATEMENTS

for the year ended 31 March 2021

2. Accounting policies continued
Dividends

Dividends are recognised when they meet the criteria for recognition as a liability. In relation to final dividends, this is when
the dividend is approved by the shareholders in the general meeting, and in relation to interim dividends, when paid.

Leases

Recognition

At inception the Group assesses whether a contract is or contains a lease. This assessment involves the exercise of
judgerment about whether it depends on a specific asset, whether the Group obtains substantially all the economic benefits

from the use of that asset and whether the Group has the right to the direct use of the asset. The Group recognises a right of
use (ROU) asset and a lease liability at the commencement of the lease.

Non-lease components

Fees for components such as property taxes, maintenance, repairs and other services which are either variable or transfer
benefits separate to the Group’s right to use the asset are separated from lease components based upon their stand-alone
selling price. These components are expensed in the income staterment as incurred.

Measurement
Lease liabilities

Lease liabilities are initially measured at the present value of future lease payments at the commencement date. Lease
payments are discounted using the interest rate implicit in the lease, if this rate is readily available. If not, then lessee’s
incremental borrowing rate is used. The incremental borrowing rate is a combination of government bond yields, used as

a proxy for a risk-free rate, calculated over various periods linked to existing lease terms. This rate is adjusted for borrowing
costs and risks specific to each entity. Lease payments include the following payments due within the non-cancellable term
of the lease, as well as the term of any extension options where these are considered reasonably certain to be exercised:

= Fixed payments
= Variable payments that depend on an index or rate

= The exercise price of purchase or termination opticns if it is considered reasonably certain these will be exercised.

Subsequent to the cormmencement date, the lease liability is measured at the initial value, plus an interest charge
determined using the incremental barrowing rate, less lease payments made. The interest expense is recorded in finance
costs in the income statement. The liability is remeasured when future lease payments change, when the exercise of
extension or termination options becomes reascnably certain, or when the lease is modified.

Right of use assets

The ROU asset is initially measured at cost, being the value of the lease liability plus initial direct costs and the cost of any
restoration obligations, less any incentives received.

The ROU asset is subsequently measured at cost less accumulated depreciation and impairment losses. The ROU asset is
adjusted for any re-measurement of the lease liability. The ROU asset is subject to testing for impairment where there are
any impairment indicators. ROU assets are depreciated on a straight-line basis aver the shorter of the lease term and the
asset’s useful life.

The Group has elected to not recognise right-of-use assets and lease liabilities for short-term leases that have lease terms
of 12 maonths or less. The Group decides application of IFRS 16 for low values on a 'lease by lease basis’, where the criteria for
exemption for low value leases as per IFRS 16 is met. Lease paymenits relating to these leases are expensed to profit or loss on
a straight-line basis over the lease term.

Borrowing costs

Borrowing costs are recognised as an expense in the peried in which they are incurred, in accordance with the effective
interest rate method.
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2. Accounting policies continued
Pensions

Payments to defined contribution pension schemes are charged as an expense as they fall due.

In respect of defined benefit pension schernes, any obligation recognised in the consolidated statement of financial
position represents the present value of the defined benefit obligation, reduced by the fair value of the scheme assets. A
pension scheme asset is recognised if the employer has an unconditional right to receive a surplus arising on the wind-up
of the scherme. The cost of providing benefits is determined using the projected unit credit actuarial valuation method.
Actuarial gains and losses are recognised in full in the period in which they occur in the consolidated statement of
comprehensive income. Net interest costs are included in finance costs and pension administration costs are included in
administration expenses.

Share based payments

The cost of equity-settled transactions with employees is measured by reference to the fair value at the date at which they
are granted, calculated using an opticn pricing model, and is recognised as an expense over the vesting period, which ends
on the date on which the relevant employees become fully entitled to the award. In valuing equity-settled transactions, no
account is taken of non-market vesting conditions.

At each reporting date before vesting, the cumulative expense is calculated, representing the extent to which the vesting
period has expired and management’s best estimate of the achievernent or otherwise of non-market conditions and
hence the number of equity instruments that will ultimately vest. The movernent in cumulative expense since the previous
reporting date is recognised in the consolidated income statement, with a corresponding entry in equity.

Taxation

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the taxation
authorities, based on tax rates and laws that are enacted or substantively enacted by the reporting date.

Deferred income tax is recognised on all temporary differences arising between the tax bases of assets and liabilities and
their carrying amounts in the financial statements, with the following exceptions:

= where the temporary difference arises from the initial recognition of goodwill or of an asset or liability in a transaction that
is not a business combination that at the time of the transaction affects neither accounting nor taxable profit or loss;

= in respect of taxable temporary differences associated with investments in subsidiaries and associates, where the timing
of the reversal of the temporary differences can be controlled and it is probable that the temporary differences will not
reverse in the foreseeable future; and

= deferred tax assets are recognised only to the extent that it is prebable that taxable profit will be available against which
the deductible temporary differences, carried forward tax credits or tax losses can be utilised.

Deferred tax assets and liabilities are measured on an undiscounted basis at the tax rates that are expected te apply
when the related asset is realised or liability is settled, based on tax rates and laws enacted or substantively enacted at the
reporting date.

Income tax is charged or credited directly to equity if it relates te items that are credited or charged to equity. Otherwise
income tax is recognised in the consolidated income statement.

Derivative financial instruments

The Group uses derivative financial instruments to hedge its exposure to foreign exchange risks arising from operational
activities. It principally employs forward foreign exchange contracts to hedge the risks associated with foreign currency
fluctuations relating to certain firm commitments and highly probable forecast transactions. Certain derivative financial
instruments are designated as hedging instruments in line with the Group’s risk management policies. Hedges of foreign
currency exposure on firm commitments and highly probable forecast transactions are accounted for as a cash flow hedge.
The Group does not enter into speculative derivative contracts.

The Group documents at the inception of the transaction the relationship between hedging instruments and hedged
items, as well as its risk management objectives and strategy for undertaking various hedging transactions. The Group also
docurnents its assessment, both at hedge inception and on an ongoing basis, of whether the derivatives that are used in
hedging transactions are highly effective in offsetting changes in fair values or cash flows of hedged items. All derivative
financial instrurments are initially recognised in the statement of financial position at fair value and are subsequently re-
rmeasured to their fair value at each reporting date. The fair value of forward exchange contracts is calculated by reference to
current forward exchange contracts with similar maturity profiles.
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NOTES TO THE GROUP
FINANCIAL STATEMENTS

for the year ended 31 March 2021

2. Accounting policies continued

Significant accounting judgements and estimates

In determining and applying accounting policies, judgement is often required where the choice of specific policy,
assumption or accounting estimate to be followed could materially affect the reported amount of assets, liabilities, incorme
and expenses, should it be determined that a different choice may be more appropriate. Estimates and judgements are
reviewed on an ongeing basis and are based on historical experience and various other factors that are believed to be
reasonable under the circumstances.

The most significant areas in which assumptions are made and estimates used are in determining:

Goodwill impairment

The Group tests annually whether goodwill is impaired in accordance with its accounting policy. The recoverable amounts
of cash-generating units have been determined based on value-in-use calculations. These calculations require the use

of estimates of future cash flows and the selection of suitable discount rates and judgement is required to identify cash
generating units (note 17).

Contingent consideration

The amounts recognised for contingent consideration in relation to business combinations are the Directors’ best estimates
of the actual amounts which will be payable based on the forecast performance of the acquired businesses. Note 11 provides
details of contingent considerations arising from business combinations.

Fair value of assets acquired in a business combination

Judgements and estimates are made in assessment of fair value of the consideration and net assets acquired, including
the identification and valuation of intangible assets and their useful lives. Note 11 provides details on business combinations.
Judgement is required in evaluating whether any contingent consideration is part of purchase price or compensation for
post combination services.

Retirement benefits

The present value of the pension abligations depends on a number of factors that are determined on an actuarial basis using
a nurmber of assumptions. The assumptions used in determining the net expense for pensions include the discount rate. Any
changes in these assumptions will impact the carrying amount of retirement benefit obligations. The actuarial assumptions
used in determining the carrying amount at 31 March 2021 are set out in note 31.

Inventories

The carrying amounts of inventories are stated with due allowance for excess, obsolete or slow-moving items. The Directors
exercise judgement in assessing net realisable value. Provisions for slow-moving and obsolete inventory are based on
management’s assessment of the nature and condition of the inventory, including assumptions arcund future dermand and
rmarket conditions.

Trade Receivables

The trade receivables impairment provision requires the use of estimation techniques by the Directors. The estimate is made
based on the assessments of the credit risk profile of a custormer, the ageing profile of receivables, historical experience, and
expectations about future market conditions.

Leases

Extension and termination eptions are included in a number of property and equipment leases across the Group. These
terms are used to maximise operational flexibility in terms of managing contracts. The extension and termination options
held are exercisable only by the Group and not by the lessor. In determining the lease term, the Directors exercise judgement
by considering all the facts and circumstances that create an ecoenemic incentive to exercise an extension option, or not
exercise a termination option. Extension options (or periods after termination options) are only included in the lease term

if the lease is reascnably certain to be extended {(or not terminated]. The assessrment is reviewed if a significant event or a
significant change in circumstances occurs which affects this assessment and that is within the control of the lessee.
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3. New accounting standards and financial reporting requirements
New standards applied
The Group has applied the following standards and amendments for the first time for its annual reperting period

commencing 1 April 2020: ‘g
= Definition of Material - Amendmentsto IAS 1and IAS 8; and %
[+
= Definition of a Business (Amendments to IFRS 3} I
. . ) . o
= Revised Conceptual Framework for Financial Reporting. 9
[
The amendments listed above did not have any impact on the amounts recognised in pricr periods and are not expected to 5
significantly affect the current or future periods.
New standards not yet applied
Certain new accounting standards and interpretations have been published that are not mandatory for 31 March 2021
reporting period and have not been early adopted by the Group. None of these are expected to have a material impact on
the Group in the current or future reporting periods.
4. Revenue b
c
Group revenue is analysed below: o
]
2021 2020 3
£m £m g
Sale of goods 4430 4545 "
Rendering of services n3 1.9 g
Total revenue 4543 £466.4 3

5. Operating segment information
The Group organises its businesses into two divisions, Design & Manufacturing and Custom Supply.

= The Design & Manufacturing division manufactures custom electronic products that are uniquely designed or medified
from a standard product for a specific customer requirement. The products are manufactured at one of our in-house
manufacturing facilities or, in some cases, by third party contractors.

= The Custom Supply divisicn provides technically demanding, customised electrenic, photonic and medical products to
the industrial, medical and healthcare markets, both from a range of high-quality, internaticnal suppliers (often on an
exclusive basis) and from discoverlE’'s Design & Manufacturing division.

These two divisions have been assessed as the reportable operating segments of the Group. Within each reportable
aperating segment are aggregated business units with similar characteristics such as the method of acquiring products for
sale (manufacturing versus distribution), the nature of customers and products, risk profile and economic characteristics.

1]
3
c
£
]
-]
@©
]
v}
=
0
c
]
£
('8

Management monitors the operating results of its business units separately for the purpose of making decisions about
resource allocation and performance assessment. Segrment performance is reported and evaluated based on operating
profit or loss earned by each segment without allocation of central administration costs including directors’ salaries,
investrnent revenue and finance costs, and income tax expense.

Other Information
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NOTES TO THE GROUP
FINANCIAL STATEMENTS

for the year ended 31 March 2021

5. Operating segment information continued

Segment revenue and results

Design & Custom

Manufacturing Supply Unallocated Total
2021 £m £m £m £m
Revenue 296.6 157.7 - 4543
Result
Underlying operating profit/{loss) 377 5.6 (8.J) 352
Acquisition and merger expenses (2.0) - - (2.0)
Armortisation of acquired intangible assets (11.1) - - ma
1AS 19 pension charge - (1.0) (0.4) (1.4)
Operating profit/(loss) 24.6 4.6 (8.5) 20.7

Design & Custom

Manufacturing Supply Unzllocated Total
2020 £m £m £m £m
Revenue 2979 1685 - 466.4
Result
Underlying operating profit/{loss) 381 7.3 (8.3 371
Acquisition and merger expenses (3.8} (0.2} - (4.0}
Amortisation of acquired intangible assets (2.0} - (2.0)
1AS 19 pension charge - - (0.3) (0.3)
Operating profit/(loss) 253 71 (8.6) 238
Segment assets and liabilities

Design & Custom
2021 Manufacturing Supply Total
Assets and liabilities £m £m £m
Segment assets (excluding goodwill and other intangible assets) 142.7 53.5 196.2
Goodwill and other intangible assets 1801 10.2 190.3
322.8 63.7 386.5

Central assets 3.2
Cash and cash equivalents 29.2
Current and deferred tax assets 9.7
Total assets 428.6
Segment liabilities (76.4) (39.1) (115.5)
Central liabilities (8.8)
Other financial liabilities (76.4)
Pension liability (1.0)
Current and deferred tax liabilities (18.1)
Total liabilities (219.8)
Net assets 208.8
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5. Operating segment information continued

Design &

2020 Manufacturing Custom Supply Total
Assets and liabilities £m £m £m I
Segment assets (excluding goodwill and other intangible assets) 1444 59.2 2036 :’l’-
Goodwill and other intangible assets 170.9 105 181.4 %
2153 69.7 2850 ™
Central assets 2.0 §
Cash and cash equivalents 368 v

Pension asset 1.8

Current and deferred tax assets 8.2

Total assets 433.8

Segment liabilities (72.4) (38.4) (0.8}

Central liabilities (5.5)
Other financial liabilities (98.) g
Current and deferred tax liabilities (18.9) E
Total liabilities (233.3) §
Net assets 2005 S
For the purposes of monitoring segment performance and allocating resources between segments, the Directors monitor %
the net assets attributable to each segment. Assets and liabilities are allocated to reportable segments, with the exception of ‘g_
the pension liability, tax assets and liabilities, cash and all borrowings, central assets (ERP and other Head Office assets) and 5
¥}

central liabilities (Head Office liabilities).

Other segment information

Depreciation and Additions to
amortisation’ non current assets’
2021 2020 2021 2020

£m £m £m £m @
Design & Manufacturing 20.0 18.0 283 837 E
Custorm Supply 2.8 26 2.4 29 £
Central 0.4 04 17 04 §
23.2 21.0 32.4 88.0 K
' Includes right of use assets, goodwill, acquired intangibles and related amortisation. E
Design & Manufacturing additions comprised intangible assets £10.1m, goodwill £2.3m, right of use assets £4.6m and E

tangible assets £4.3m. Custom Supply additions comprised intangible assets £0.1m, right of use assets £2.2m and tangible
assets £0.1m. Central additions comprised intangible assets £0.3m, right of use assets £1.3m and tangible assets £0.1m.

Geographical information

The Group’s revenue from external customers based on customer locations and information about its segment assets
{excluding pension asset} by geographical location are detailed below:

Revenue from external Non current g

customers assets '-E

2021 2020 2021 2020 E

£m £m £m £m ‘.g

UK 56.7 60.2 573 590 g

Eurcpe 268.5 2815 166.7 1526 g
Rest of the World 129.1 1247 21.0 230
454.3 4664 245.0 2346
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NOTES TO THE GROUP
FINANCIAL STATEMENTS

for the year ended 31 March 2021

6. Underlying profit before tax

2021 2020

£m £fm

Profit before tax 17.0 195
Add back Acquisition and merger expenses {a} 2.0 4.0
Ameortisation of acquired intangible assets (b} i 9.0

Total IAS 19 pension charge o] 1.4 0.3
Underlying profit before tax 315 328

The tax impact of the underlying profit adjustments above is a credit of £25m (2020: £1.4m).

a. Inthe year there were £2.0m of acquisition and merger related expenses. £1.8m of transaction costs were incurred in
relation to the acquisition of Phoenix, Limitor and ongeing transactions. There was a net contingent consideration
credit of £0.2m in relation te current and past acquisitions and £0.4m charge in relation to the integration of acquired
businesses in North America.
Inthe prior year there were £4.0m of acquisition and merger related expenses. Costs of £15m were incurred in relation to
the acquisition of Hobart, Positek and Sens-Tech and £0.3m in relation to engoeing transactions. Contingent consideration
of £2.0m was charged in relation to current and past acquisitions. Costs of £0.2m were incurred in relation to the
integration of RSG into the Custom Supply division.

b. Amortisation charge for intangible assets recognised on acquisition of £11.1m being amortisation of acquired customer
relationships and patents. The equivalent charge last year was £3.0m. The increase relates to the three acquisitions during
the last two years (Sens-Tech in October 2019, Phoenix in Getober 2020 and Limitor in February 2021).

¢. Pension costs of £1.4m this year in respect of the Group’s legacy defined benefit pension scheme, mainly relate to a cne-
off adjustment relating to historic commutation terms for legacy scheme mernbers (see note 37}

7. Operating profit

Amounts charged/(credited) to the consolidated income statement are as follows:

2021 2020
£m £m
Employee costs (note 8} 96.8 940
Depreciation of property, plant and equipment (note 14} 49 4.8
Depreciation of right of use assets (note 15) 6.6 66
Amortisation of other intangible assets (note 18) nz 26
Net foreign exchange differences (0.4) (0.3}
Inventories (amounts included in cost of sales):
Cost of inventories 298.1 309.7
write-down of inventories to net realisable value 26 1.8
Write-back of amounts previously written off (0.J) -
Auditors’ rernuneration:
Audit of the Group financial statements {including parent company) 0.4 02
Audit of local subsidiary financial statements 0.9 09

After completion of the 2020 audit of the consclidated financial statements and subsidiary statutery accounts, additional
fees amounting to £0.1m were incurred which have been included in the 31 March 2020 analysis above.

The fee for non-audit services is not material. These mainly relate to reporting required by regulators in overseas countries.
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8. Employee costs and Directors’ emoluments

2021 2020
£m £fm
Wages and salaries 79.6 76.4 £
Social security costs 125 12.8 %
[+
Other pension costs 3.6 35 I
o
Share-based payments {note 30) 1.1 1.3 %
96.8 94.0 ﬁ
The average monthly nurmber of employees (including Executive Directors) during the year was as follows:
2021 2020
Sales and marketing 524 544
Manufacturing and service 3,253 3,321
Administration 492 529
4,269 4,394 g
c
At 31 March 2021 the Group had 4,414 employees (2020: 4,339). ]
]
2021 2020 3
Directors’' emoluments £ £ g
Aggregate emoluments in respect of qualifying services 1,271, 1,353,637 'E
Aggregate contribution to defined contribution scheme 79,230 79,230 g
1,350,341 1,432,867 3
Highest paid director
Emocluments in respect of qualifying services 787,360 839,316
Pension contributions to the defined contribution scheme 61,523 61523
848,883 900,832
Retirernent benefits are accruing to two directors under a defined contribution pension scherme (2020: two). "
3
Further details of directors’ emoluments are provided in the remuneration report on pages 94 to 118. 5
£
- - I
9. Finance income/{costs) ®
n
2021 2020 ®
£m £m E
Interest receivable and similar income 0.3 06 c
('
Finance income 03 06
Finance costs on bank loans and overdrafts (2.9) (3.8)
Finance costs on lease liabilities (0.6) (0.6}
Armortisation of borrowing costs (0.5) {05}
Finance costs (4.0) {4.9)
s
=
]
£
2
£
@
=
(e}
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NOTES TO THE GROUP
FINANCIAL STATEMENTS

for the year ended 31 March 2021

10. Tax expense
The major components of the corporation tax expense are summarised below:

2021 2020
£m £m
Current taxation:
UK adjustments in respect of prior years - (01}
- ()
Overseas tax 7.6 6.5
Qverseas adjustments in respect of prior years - 0.3
7.6 6.8
Total current taxation expense 7.6 6.7
Deferred taxation
Origination and reversal of temporary differences within the UK (1.0) (0.8)
Crigination and reversal of temporary differences overseas (1.2) -
Increased recognition of historic losses (0.4) (0.8)
Impact of tax rate changes - 01
Total deferred taxation credit (2.6) (15}
Tax expense reported in the consolidated income statement 5.0 52
2021 2020
Tax recognised in other comprehensive expense £m £m
Increase/(decrease) in deferred tax asset on pension deficit 0.6 {05)
Tax reported in other comprehensive expense 0.6 {05)
2021 2020
Tax recognised in equity £m m
Increase in deferred tax asset on share based payments 13 05
Tax reported in equity 13 05

The effective rate of taxation for the year is higher {2020: higher) than the standard rate of taxation in the UK of 19% {(2020:
19%). A reconciliation of the tax expense applicable to the profit before tax, at the statutory tax rate, to the actual tax expense
at the Group's effective tax rate for the years ended 31 March 2021 and 31 March 2020 respectively is presented below:

2021 2020
£m £m

Profit before tax 17.0 195
Profit before taxation multiplied by standard rate of corporation tax in the UK of 19% (2020:
19%) 3.2 3.7
Effect of:
Different tax rates in overseas companies 12 1.4
Tax losses not recognised - (0.7)
Non-deductible expenses 1.0 13
Increased recognition of historic losses (0.4) (0.8}
Impact of tax rate changes on deferred tax - 01
Adjustments to current taxation expense in respect of prior years - 02
Total tax reported in the consclidated income statement 5.0 5.2
discoverlE Group ple o Py Ee A N 3058
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10. Tax expense continued
Deferred tax

2021 2020 -
Deferred tax liabilities £m £m H
Accelerated capital allowances (0.3} (0.4} E'
Intangibles m.a) (11.5) K]
Pensions - (0.3} E
Cther ternporary differences (1.1) (1.2 g
Gross deferred tax liabilities (12.5) {13.4)
Deferred tax assets
Decelerated capital allowances 0.2 0.4
Pensions 0.7 03
Tax losses 22 22
Share-based payment plans 35 22 §
Cther ternporary differences 13 1.0 E
Gross deferred tax assets 7.9 6. %
o
2021 2020 2
Deferred tax expense/(credit) in the consolidated income statement £m £m °
Consolidated income statement §
Decelerated capital allowances 0.1 - v
Cther temporary differences (2.7 1.5}
(2.6) (15}

At 31 March 2021, the Group had not recognised any deferred tax asset in respect of tax losses of approximately £19.8m (2020:
£231m). Deferred tax assets are not recognised where there is insufficient evidence that losses will be utilised.

At 31 March 2027, a £0.5m deferred tax liability (2020: £0.7m}) has been recognised for withholding taxes payable on the
remittance of certain of the Group's overseas subsidiaries unremitted earnings. The aggregate amount of unremitted
earnings on which deferred tax has not been recognised is £12.9m (2020 £12.2m). No deferred tax has been recognised on
this amount as the Group is able to control the timing of these distributions and is not expecting to distribute these profits in
the foreseeable future.

The 2021 Budget on 3 March 2027 announced that the UK corporate tax rate will increase from 19% to 25% effective from 1
April 2023. As the rate increase was not substantively enacted at the statement of financial position date, the 19% rate has
been applied in the measurement of the Group's UK based deferred tax assets and liabilities at 31 March 2021, If the rate
change had been substantively enacted as at 31 March 2027, it would not have had a material impact on the statement of
financial position.

1]
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NOTES TO THE GROUP
FINANCIAL STATEMENTS

for the year ended 31 March 2021

T1. Business combinations
Acquisitions in the year ended 31 March 2021

Acquisition of Phoenix

On 13 October 2020, the Group completed the acquisition of the trade and assets of Phoenix America Inc ("Phoenix”). The
trade and assets were transferred to a newly incerporated company, Phoenix America LLC.

Phoenix was acquired for an initial cash consideration of £8.5m ($10.9m) and funded from the Croup’s existing debt facilities.
In addition, a contingent payment of up to £1.2m ($1.5m) will be payable to the management shareholder subject to Phoenix
achieving certain profit targets during the three-year period ended 31 Decernber 2023. The fair value of the contingent
consideration will be recognised in the consolidated income statement over the performance period.

Phoenix, based in the USA, is a designer and manufacturer of magnetically actuated sensars, encoders and related products
for industrial custorners.

The provisional fair value of the identifiable assets and liabilities of Phoenix at the date of acquisition were:

Provisional
fair value
recognised
at acquisition

£m
Property, plant and equipment 05
Intangible assets - other 33
Inventories 0.7
Trade and other receivables 05
Trade and other payables (0.2}
Total identifiable net assets 4.8
Provisional goodwill arising on acquisition 3.7
Total investment 8.5
Discharged by
Cash 85

8.5

Included in the £3.7m of goodwill recognised above are certain intangible assets that cannot be individually separated and
reliably measured from the acquiree, due to their nature. These include the value of expected operational benefits.

Net cash cutflows in respect of the acquisition comprise:

Total

£m

Cash consideration 85
Transaction costs of the acquisition (included in operating cash flows) ! 0.4
83

1 Acquisition costs of £07m and £0.3m were expensed as incurred in the years ended 31 March 2021 and 31 March 2020
respectively. These were included within administrative expenses (note 6).

Included in cash flow from investing activities is the cash consideration of £85m.

From the date of acquisition to 31 March 2027, Phoenix contributed £2.5m to revenue and £0.2m to profit after tax of the
Group. If the business combination had taken place at the beginning of the year, the consclidated profit after tax for the
Group would have been £12.3m and the consolidated revenue for the Group would have been £456.5m.
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11. Business combinations continued
Acquisition of Limitor
On 11 February 2021, the Group completed the acquisition of the Limitor Group ("Limitor”) via the purchase of 100% of the

share capital and voting equity interests of Limitor GmbH and its subsidiary company Limitor Solutions GmbH and 100% of ‘g
the share capital and voting equity interests of Limitor Hungaria Kft. %
[+
Limitar was acquired for an initial cash consideration of £12.8m (€14.6m}, before expenses, funded from the Group's existing I
debt facilities. In addition, a contingent payment of up to £32.1m (€3.5m) will be payable subject to Limitor achieving certain o
operational and profit growth targets during the three-year period ended 31 March 2024. £0.4m of contingent consideration E
has been accounted for in the purchase price with the remaining fair value of the contingent consideration to be recognised in
in the consolidated income statement over the performance period.
Limitor, based in Germany and Hungary, designs and manufactures custom thermal safety components for industrial markets.
The provisional fair value of the identifiable assets and liabilities of Limitor at the date of acquisition were:
Provisional
fair value
recognised 8
at acquisition 5
£m c
Property, plant and equiprnent 08 %
Intangible assets - other 65 g
Inventories 07 E
o
Trade and other receivables 09 o
]
Cash and cash equivalents 1.0 V]
Trade and other payables (0.8}
Current tax asset 01
Deferred tax liabilities (16}
Total identifiable net assets 7.6
Provisional goodwill arising on acquisition 5.6
w
Total investment 13.2 E
§
Discharged by E
Cash 12.8 rﬂu
Contingent consideration 0.4 o
13.2 £
iT

Included in the £5.6m of goodwill recognised above are certain intangible assets that cannot be individually separated and
reliably measured from the acquiree, due to their nature. These include the value of expected operational benefits.

Net cash cutflows in respect of the acquisition comprise:

Total

£m
Cash consideration 2.8 c
Transaction costs of the acquisition (included in operating cash flows)' 05 -f—"
Net cash acquired (1.0} E
12.3 £
T Acquisition costs of £0.5m were expensed as incurred in the year ended 31 March 2021 and were included within E
administrative expenses (note 6). g

Included in cash flow from investing activities is the cash consideration of £12.8rm and the net cash acquired of £1.0m.

From the date of acquisition to 31 March 2021, Limitor contributed £1.3m to revenue and £0.2m to profit after tax of the
Group. If the business combination had taken place at the beginning of the year, the consclidated profit after tax for the
Group would have been £12.7m and the consclidated revenue for the Group would have been £461.2m.
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NOTES TO THE GROUP
FINANCIAL STATEMENTS

for the year ended 31 March 2021

1. Business combinations continued
Acquisitions in the year ended 31 March 2020

There have been no changes to the provisional fair values of the assets and liabilities acquired in the prior year.

Acquisition of Hobart

Cn 15 April 2018, the Group completed the acquisition of 100% of the share capital and voting equity interests of Caoil-Tran
Corporation and 85% of the share capital and voting equity interests of Coil-Tran de Mexico SA de CV ({trading as Hobart
Electronics). The fair value of the non-controlling interest in Coil-Tran de Mexico SA de CV is assessed as immaterial.

Hobart Electronics ("Hobart") was acquired for an initial cash consideration of £11.5m ($15.2m) on a debt free, cash free basis,
before expenses, funded from the Group's existing debt facilities. In addition, further contingent cash consideration of up
to £31m ($4.0m) is payable subject to achieving certain operational and profit growth targets during the three-year period
ending 31 March 2022.

Hobart is a US based designer and manufacturer of custom transformers, inductors and magnetic components.

The fair value of the identifiable assets and liabilities of Hobart at the date of acquisition were:

Fair value
recognised
at acquisition

£m
Property, plant and equiprnent 01
Intangible assets - other 5.4
Inventories 19
Trade and other receivables 0.8
Cash and cash equivalents 03
Trade and other payables {0.9)
Current tax liabilities (0.2}
Provisions {current) (0.2}
Total identifiable net assets 7.2
Goodwill arising on acquisition 5.3
Total investment 12.5
Discharged by
Cash ns
Contingent consideration 1.0

12.5

Included in the £5.3m of goodwill recognised above are certain intangible assets that cannat be individually separated and
reliably measured from the acquiree, due to their nature. These include the value of expected operational benefits.

Net cash cutflows in respect of the acquisition comprise:

Total

£m

Cash consideration ns
Transaction costs of the acquisition (included in operating cash flows)' 0.4
Net cash acquired {0.3)
.6

1 Acquisition costs of £0.2m and £0.3m were expensed as incurred in the years ended 31 March 2020 and 31 March 2012
respectively. These were included within administrative expenses (note 6).

Included in cash flow from investing activities for last year is the cash consideration of £11.5m and the net cash acquired

of £0.3m.
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11. Business combinations continued
Acquisition of Positek
Cn 15 April 2018, the Group completed the acquisition of 100% of the share capital and voting equity interests of Positek

Limited ("Positek”). ‘g
a
Positek was acquired for an initial cash consideration of £4.2m on a debt free, cash free basis, before expenses, funded from &
the Group's existing debt facilities. In addition, further contingent cash consideration of up to £0.4m is payable subject to I
achieverment of certain integration objectives and profit target for the 12 month period ending 30 September 2020. o
2
Positek is a UK based designer and manufacturer of rugged, high accuracy linear rotary tilt and submersible sensors ﬁ
supplying the international markets.
The fair value of the identifiable assets and liabilities of Positek at the date of acquisition were:
Fair value
recognised
at acquisition
£m
Intangible assets - other 1.8 2
c
Inventories 03 o
Trade and other receivables 02 §
Cash and cash equivalents 11 8
]
Trade and other payables [(sA)] -E
Current tax liabilities {0.2) 2
Deferred tax liabilities (non-current) (0.3} S
Total identifiable net assets 2.8
Goodwill arising on acquisition 2.7
Total investment 5.5
Discharged by
Cash 53 ..2
Contingent consideration 02 E
5.5 3
2
Included in the £2.7m of goodwill recognised above are certain intangible assets that cannot be individually separated and v
reliably measured from the acquiree, due to their nature. These include the value of expected operational benefits. None of -g
the goodwill recognised is expected to be deductible for corporate tax purposes. s
C
Net cash cutflows in respect of the acquisition comprise: i
Total
£m
Cash consideration 53
Transaction costs of the acquisition (included in operating cash flows)' 0.2
Net cash acquired (11}
c
.4 H
1 Acquisition costs of £07m and £01m were expensed as incurred in the years ended 31 March 2020 and 31 March 2019 E
respectively. These were included within administrative expenses (note 6). 5
2
Included in cash flow from investing activities for last year is the cash consideration of £5.3m and the net cash acquired ‘—f
of £1.1m. 2
5
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NOTES TO THE GROUP
FINANCIAL STATEMENTS

for the year ended 31 March 2021

1. Business combinations continued
Acquisition of Sens-Tech

Cn 16 October 2018, the Group completed the acquisition of 100% of the share capital of Xi-Tech Limited and its subsidiary,
Sens-Tech Limited ("Sens-Tech”}.

Sens-Tech was acquired for an initial cash consideration of £58.0m on a debt free, cash free basis, before expenses, funded
from the Group's existing debt facilities and a placing of shares. In addition, further contingent cash consideration of up
to £12m is payable subject to the achievement of certain profit growth targets over a three year period ending 31 March
2022. The fair value of the contingent consideration will be recognised in the consolidated income statement over the
performance period from the acquisition date.

Sens-Tech, is a UK based business specialising in X-ray detection and data acquisition modules supplying international
markets.

The fair value of the identifiable assets and liabilities of Sens-Tech at the date of acquisition were:

Fair value

recognised

at acquisition

£m

Intangible assets - other 324

Inventories 2.0

Trade and other receivables 26

Cash and cash equivalents 2.8

Trade and other payables (1.2

Current tax liabilities 0.2

Deferred tax liabilities {(non-current) 6.2)

Total identifiable net assets 42.6

Goodwill arising on acquisition 27.4

Total investment 70.0
Discharged by

Cash 700

70.0

Included in the £27.4m of goodwill recognised above are certain intangible assets that cannot be individually separated and
reliably measured from the acquiree, due to their nature. These include the value of expected operational benefits. None of
the goodwill recognised is expected to be deductible for corporate tax purposes.

Net cash cutflows in respect of the acquisition comprise:

Total

£m

Cash consideration 70.0
Transaction costs of the acquisition (included in operating cash flows)' 1.2
Net cash acquired (12.8)
58.4

1 Acquisition costs of £1.2m were expensed as incurred in the year ended 31 March 2020 and were included within
administrative expenses (note 6).

Included in cash flow from investing activities is the cash consideration of £70.0m and the net cash acquired of £12.8m.

From the date of acquisition to 31 March 2020, Sens-Tech contributed £8.7m to revenue and £1.5m to profit after tax of the
Group. If the business combination had taken place at the beginning of the year, the consclidated profit after tax for the
Group would have been £16.7m and the consolidated revenue for the Group would have been £476.4m.
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12. Dividends

2021 2020
Dividends recognised in equity as distributions to equity holders in the year: £m m
Equity dividends on ordinary shares: g
Final dividend for the year ended 31 March 2020 of 0.0p (2012: 6.75p) - 5.4 E‘
Interim dividend for the year ended 31 March 2021 of 215p (2020: 2.97p) 2.8 27 I
Total amounts recognised as equity distributions during the year 2.8 81 E
2021 2020
Proposed for approval at AGM: £m m
Equity dividends on ordinary shares:
Final dividend for the year ended 31 March 2021 of 7.0p (2020: 0.0p) 6.2 -
Summary
Dividends per share declared in respect of the year 10.15p 297p
Dividends per share paid in the year 315p 9.72p 8
Dividends paid in the year £2.8m £81m E
13. Earnings per share %
Basic earnings per share is calculated by dividing the net profit for the year attributable to ordinary equity holders of the g,
parent by the weighted average number of ordinary shares cutstanding during the year. g
Diluted earnings per share is the basic earnings per share after allowing for the dilutive effect of the conversion into ordinary g
5

shares of the weighted average number of options outstanding during the year.

The following reflects the income and share data used in the basic and diluted earnings per share computations:

2021 2020

£m £fm

Profit for the year attributable to equity holders of the parent: 12.0 14.3
]
c
]
Number Number 5
3
Weighted average number of shares for basic earnings per share 88,753,576 83997130 5
Effect of dilution - share options 3,469,048 2,878,352 K
Adjusted weighted average number of shares for diluted earnings per share 92,222,624 86,875,482 E
Basic earnings per share 13.5p 17.0p E

Diluted earnings per share 13.0p 165p

Underlying earnings per share is calculated as follows:

2021 2020

£m £fm

Net profit for the year 12.0 14.3
Acquisition and merger expenses 2.0 4.0 c
o
Armortisation of acquired intangible assets i 9.0 =
1AS 19 pension charge 1.4 03 E
o
Tax effect of the above (2.5) (1.4} =
Underlying profit 24.0 26.2 H
=
(e}
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13. Earnings per share continued

Nurmber Number
Weighted average number of shares for basic earnings per share 88,753,576 83997130
Effect of dilution - share options 3,469,048 2878352
Adjusted weighted average number of shares for diluted earnings per share 92,222,624 86,875,482
Underlying earnings per share 26.0p 30.2p

At the year end, there were 3,928,273 ordinary share options in issue that could potentially dilute underlying earnings per
share in the future, of which 3,469,048 are currently dilutive (2020: 3,306,166 in issue and 2,878,352 dilutive).

14. Property, plant and equipment

Land and Leasehold Plant and
buildings improvements equipment Total
£m £m £m £m
Cost
At 1 April 2019 N6 2.8 282 426
Reclassification (0.7) 0.9 (0.2) -
Additions 0.3 05 45 53
Disposals - (0.2} o (0.3)
Arising from business combinations - - 01 01
Exchange adjustments 02 - 03 05
At 31 March 2020 N4 4.0 328 482
Reclassification 03 {0 (0.2) -
Additions - 03 29 32
Disposals (0.3} [(oN)] (0.5) (0.9)
Arising from business combinations - 03 1.0 1.3
Exchange adjustments {0.7) - {1.4) (27}
At 31 March 2021 10.7 4.4 34.6 49.7
Accumulated depreciation
At April 2019 31 14 137 182
Reclassification (0.3} 05 (0.2) -
Charge for the year 05 04 39 4.8
Disposals - (oA} {0} {0.2)
Exchange adjustments 01 - 0. 0.2
At 31 March 2020 3.4 22 174 230
Reclassification 03 (oA} 02} -
Charge for the year 0.4 04 4.] 4.9
Disposals {01} [(oR)] {0.4) (06)
Exchange adjustments {0.2) 0.2} (0.7) 1.7}
At 31 March 2021 3.8 2.2 20.2 26.2
Net book value at 31 March 2021 6.9 2.2 14.4 235
Net book value at 31 March 2020 8.0 1.8 154 252

Land and buildings includes land with a cost of £0.8m (2020: £0.8m} that is not subject to depreciation.

At 31 March 2021 the Group had non-contractual capital expenditure commitments for plant and equipment and leasehold
improvements of £1.1m {2020: £0.3m) for which no provision has been made. The commitments are expected to be satisfied

within one year of 31 March 2021
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15. Leases
15.1 Leasing arrangements

The Group leases manufacturing and warehousing facilities, offices and various items of plant, machinery, equipment and

vehicles. ‘g
Manufacturing and warehouse facilities generally have lease terms between 3 and 10 years. Lease contracts generally E-
include extension and termination options and variable lease payments, which are discussed further above in 'Significant I
accounting judgements and estimates’ on page 144. E
15.2 Carrying value of right of use assets g
Set out below are the carrying amounts of right-of-use ("ROU") assets recognised and movements during the year:
Land and Plant and
Buildings machinery Total
£m £m £m
At 1 April 2019 7.8 29 20.7
Additions/modifications 58 1.0 6.8
Depreciation charge (5.0) (1.6) (6.6) §
Exchange adjustments 01 [oX 02 E
At 31 March 2020 8.7 2.4 211 %
Additions/modifications 6.7 17 8.4 g
Depreciation charge (5.0} (1.6) 6.6) E
Exchange adjustments (0.5) - {05) g
At 31 March 2021 19.9 25 22.4 3
15.3 Carrying value of lease liabilities
Set out below are the carrying amounts of lease liabilities and the movements during the year:
Total
£m
AL April 2019 (19.8) é
Additions (55) £
Lease madifications {0.6) :’%
Interest for the year (06) rﬂu
Lease payments 66 o
Exchange adjustments [(oR)] _E
AL 31 March 2020 20.0) .
Additions (6.8)
Lease madifications (1.3)
Interest for the year (0.6}
Lease payments 6.7
Exchange adjustments 05
At 31 March 2021 (21.5) s
®
2021 2020 3
£m £mn "2
Current liabilities 4.8 53 g
Non-current liabilities 16.7 14.7 =
215 20.0 ©
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15. Leases continued

15.4 Amounts recognised in the consolidated income statement

2021 2020

£m £m

Depreciation of ROU assets 6.6 66
Interest expense {included in finance cost - see note 9) 0.6 06
7.2 72

15.5 Extension and termination options

Extension and termination options are included in a number of property and equipment leases across the Group. These
terms are used to maximise operational flexibility in terms of managing contracts. For a description of judgements and

estimates associated with extension and termination options, see note 2.

Variable lease payments based upon an index or rate are accounted for once rental amounts are changed.

16. Intangible assets — goodwiill

Cost

At April 2019
Arising from business combinations
Exchange adjustments

1221
354
(3.4}

At 31 March 2020
Arising from business combinations
Exchange adjustments

1541
9.3
1.3

At 31 March 2021

164.7

Impairment

£m

At 31 March 2020 and 31 March 2021

(36.8)

Net book value at 31 March 2021

127.9

Net book value at 31 March 2020

173
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17. Impairment testing of goodwill
The carrying value of goodwill is analysed as follows:

2021 2020 -
£m £m 'g_
Custom Supply g
Acal BFi 9.6 99 a
Medical 0.6 06 2
Design & Manufacturing ﬁ
Stortech 3.6 36
Hectronic 0.6 06
MTC 20 19
Myrra 5.1 53
Noratel 28.6 259
Foss 5.4 51 o
Flux 0.6 06 2
Contour 77 77 E
Variohm 6.0 60 H
Santon 51 53 9
Cursor Controls 9.0 90 E
Hobart 5.0 5.7 §
Positek 27 27 3
Sens-Tech 274 274
Phoenix 3.5 -
Limitor 5.4 -
127.9 Nn73

Goodwill acquired through business combinations is allocated to cash-generating units ("CGUs").

The movernent in goodwill compared to prior year relates to the movement in foreign exchange with the exception of
Phoenix and Limitor which were acquired in the year (refer to note 11 for details).

The recoverable amount of each remaining CGU is based on value in use calculations and management's view of the
recoverable amount. The key assumptions in these calculations relate to future revenue and rmargins. Cash flow forecasts
for the five-year period from the reporting date are based on 2021/22 budget and management projections thereon. 5
year Compound Annual Growth Rate (CACR) for revenue between 1% and 8% (2020: between 2% and 7%) have been used
depending on size and sector in which the CGU operates. Annual cash flow growth rates beyond the five-year period are
assumed at 2% (2020: 2%) for all CGUs in line with the average long-term growth rates.

1]
3
c
£
]
-]
@©
]
v}
=
0
c
]
£
('8

Discount rates reflect the current market assessment of the risks specific to each CGU. The discount rate was estimated
based on the average percentage of a weighted average cost of capital for the industry and then further adjusted to reflect
rmanagement’s assessment of any risk specific to the Group. The pre-tax discount rate applied to the cash flow projections of
CGUs varies from 13% to 15% (2020:13% to 16%).

Sensitivity to changes in assumptions

The Group has conducted sensitivity analysis on the impairment test of each CCUs carrying value taking into account

the latest estimate of the impact of the COVID-13 pandemic, size of the CGU and the secter in which the CGU operates

in. The Directors are comfortable that none of the CGUs would experience a carrying value issue with these downside
sensitivities. It is possible that with respect to certain CCUs with combined carrying value of goodwill of £32.5m as at 31 March
2021, that further adverse changes in sales assumptions in addition to the current downside assumptions could lead to their
carrying values exceeding their recoverable amounts. The Directors have considered plausible scenarios in their assessment
as at 31 March 2021 and therefore do not believe that the change in assumptions beyond what is already included in the
downside scenarios is probable and therefore no impairment has been recorded.
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18. Intangible assets — other

Acquired intangibles

Customer/
Software & Supplier Patents &
Development Relationships Brands Total
£m £m £m £m
Cost
At 1 April 2019 126 48] 55 66.2
Arising from business combinations - 395 - 395
Additions 1.0 - - 1.0
Exchange adjustment [{oA)} (1.5) [oX (1.5)
At 31 March 2020 135 86.1 56 1052
Arising from business combinations - 9.9 - 99
Additions 06 - - 0.6
Exchange adjustment - 02 {07) 01
At 31 March 2021 14.1 96.2 55 115.8
Accumulated amortisation
At 1 April 2019 26 211 11 318
Charge for the year 06 85 05 26
Exchange adjustment - (11) - [{A)]
At 31 March 2020 102 285 16 403
Charge for the year 06 0.6 05 7
Exchange adjustment - 05 - 05
At 31 March 2021 10.8 39.6 2. 52,5
Net book value at 31 March 2021 3.3 56.6 3.4 63.3
Net book value at 31 March 2020 33 576 40 64.9
19. Inventories
2021 2020
£m £fm
Finished goods and goods for resale 34.2 36.0
Raw materials and work in progress 335 32.4
Total inventories 67.7 68.4

As at 31 March 2027, the provision for realisable value against total inventories was £9.7m (2020: £8.9m).
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20. Trade and other receivables

2021 2020
£m £fm
Trade receivables 755 803 £
Other receivables 6.8 69 %
[+
Prepayments and contract assets 2.6 29 )
84.9 901 g
[
Trade receivables are non-interest bearing; are generally on 30 to 60 days’ terms and are shown net of expected credit losses. ﬁ
As at 31 March 2027, the amount of expected credit losses recorded against trade receivables is £1.2m {2020: £11m}. The
movements in the expected credit losses during the year were as follows:
2021 2020
£m £m
A1 April 1.1 0.8
Charge for the year 0.2 03
Amounts written off (0.J) {01} §
Exchange adjustment - 0l e
At 31 March 12 11 %
As at 31 March, the aging analysis of trade receivables net of expected credit losses is as follows: g
B
Overdue g_
<30 30-60 60-90 90-120 >120 5
Total Not due days days days days days v
£m £m £m £m £m £m £m
2021 75.5 64.8 7.8 1.1 0.4 0.4 1.0
2020 80.3 67.4 9.7 21 05 0.2 0.4
21. Cash and cash equivalents
2021 2020
£m £m
Cash at bank and in hand 29.2 36.8

Cash at bank earns interest at floating rates, based on daily bank deposit rates. The Group only depaosits cash surpluses with
major banks of high credit standing {(£18.7m with HSBC, credit rating of AA-, £0.3m with Danske Bank; credit rating of A+ and
the remaining balance of £10.2m with various financial institutions; credit rating of BBB- or higher) in line with its treasury
policy. The fair value of cash and cash equivalents is £29.2m (2020: £36.8m}.
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22, Other financial liabilities

Effective Current Non-current

interest rate 2021 2020 2021 2020

% Maturity £m £m £m m

Bank overdrafts Variable On demand 1.0 20 - -
Unsecured bank loans Variable 0.3 2.8 23 02
Revolving Credit Facility (RCF) Variable - - 74.0 94.8
Capitalised debt costs [0.5) {05} (0.7} (1.2
Total other financial liabilities 0.8 43 75.6 938
Lease liabilities 4.8 53 16.7 14.7
Trade and other payables 79.3 75.0 0.8 31
Total 84.9 84.6 93.1 ES)

Interest on overdrafts is based on floating rates linked to LIBOR.

Included in unsecured bank loans are Euro-denominated loans of £0.1m carrying fixed interest rates of 8% and
USD-denominated loans of £0.3m carrying fixed interest rates of 1%.

At 31 March 2027, the RCF drawdowns of £74.0m were denominated in Sterling and Euros which bear interest based
on LIBOR and EURIBOR, plus a facility margin.

Trade and other payables above include only contractual obligations.

The maturity of the carrying value of the gross contractual financial liabilities is as follows:

Within 2-5 >5
1year years years Total
At 31 March 2021 £m £m £rm £m
Fixed and floating rate 0.8 75.6 - 76.4
Lease liabilities 55 mni 76 24.2
Trade and other payables 79.3 0.8 - 80.1
85.6 87.5 7.6 180.7
Within 2-5 >5

1year years years Total
At 31 March 2020 £m £m £m £m
Fixed and floating rate 43 938 - 281
Lease liabilities 59 n2 456 217
Trade and other payables 750 3] - 781
852 10871 4.6 1979

The carrying amount of the Group’s other financial liabilities excluding lease liabilities is denominated in the following

currencies:
2021 2020
£m £m
Sterling 40.5 66.4
Euro 68.2 65.1
Us dollar 253 245
Cther currencies 225 202
156.5 176.2
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23. Movements in cash and net debt

1April Non cash 31March
2020 Cash flow changes 2021
Year to 31 March 2021 £m £m £m £m I
o
Cash and cash equivalents 36.8 (6.0) (1.6) 29.2 %
Bank overdrafts (2.0} 0.6 0.4 (1.0) %
Net cash 34.8 (5.4) {1.2) 28.2 ™
2
Bank loans under one year (2.8) 2.4 [oX (0.3) g
Bank loans over one year (95.0) 16.1 26 (76.3) v
Capitalised debt costs 1.7 - {0.5) 1.2
Total loan capital (96.1) 185 2.2 (75.4)
Net debt (61.3) 131 1.0 (47.2)
Bank loans over one year above include £74.0m (2020: £34.8m) drawn down against the Group’s revolving credit facility.
1April Non cash 31 March °
2019 Cash flow changes 2020 2
Year to 31 March 2020 £m £m £m £m 2
Cash and cash equivalents 229 135 0.4 36.8 §
Bank overdrafts (27} 0.9 {0.8) (2.0} 8
Net cash 20.8 144 {0.4) 348 2
Bank loans under one year - (2.7) o (2.8) 2
Bank loans over one year {85.9) (7.9} (1.2 {95.0) S
Capitalised debt costs 1.8 - ()] 1.7
Total loan capital (84.1) (10.6) (1.4) (96.])
Net debt (63.3) 38 (1.8) 61.3)
Supplementary information to the statement of cash flows
2021 2020 @
Underlying Performance Measure £m £m £
]
Increase in net cash 131 38 £
]
Add:  Business combinations 21.8 759 E
Dividends paid 2.8 81 rﬂu
Less: Net proceeds from share issue (o) (60.5) E
Free cash flow 376 273 _E
Net finance costs 31 3.7 .
Taxation 7.2 6.4
Executive options issuance - 01
Legacy pension scheme funding 1.8 1.8
Operating cash flow 49.7 393
c
2
=
]
E
2
£
]
£
3
(e}
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24. Reconciliation of cash flows from operating activities

2021 2020
£m £fm
Profit for the year 12.0 14.3
Tax expense 5.0 52
Net finance costs 37 43
Depreciation of property, plant and equipment 49 4.8
Depreciation of right of use assets 6.6 66
Armortisation of intangible assets - other n7z 9.6
Loss on disposal of property, plant and equipment - 01
Change in provisions 1.0 (0.3}
Pension scheme funding (1.8} (1.8}
1AS 19 pension charge 1.4 03
Impact of equity-settled share-based payment expense and associated taxes 1.1 13
Operating cash flows before changes in working capital 45.6 444
{Increase)/decrease in inventories (0.J) 2.7
Decrease in trade and other receivables 55 12
Increase/(decrease) in trade and other payables 6.2 (1.0}
Decrease in working capital 1.6 36
Cash generated from operations 57.2 48.0
Interest paid (3.4) (4.2}
Income taxes paid (7.2) (6.4}
Net cash flow from operating activities 46.6 374
25. Provisions
Severance and
retirement
indemnity Other Total
£m £m £m
At 1 April 2019 2.9 09 38
Arising during the year 06 16 22
Arising from business combinations - 02 02
Utilised (0.2) (0 (0.3)
Released [(oR)] 0.2 (0.3)
Exchange difference 0 {07) -
At 31 March 2020 33 2.3 56
Arising during the year 1.0 14 2.4
Utilised ©.2) - (0.2)
Released 0.2} {0.2) 0.4
Exchange difference (0.2) - (0.2)
At 31 March 2021 3.7 35 7.2
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25. Provisions continued

2021 2020
Analysis of total provisions: £m m
Current 1.8 09 £
Non-Current 5.4 4.7 %
[+
7.2 56 I
v . . o
Severance and retirement indemnity 42
The severance provision relates to severance costs payable to employees. ﬁ
Retirernent indemnity provision of £2.2m (2020: £2.8m), relates to retirement and leaving indemnity schemes in Italy
£1.3m, SriLanka £0.9m, India £0.5m, and France £0.5m. The schemes are unfunded. The service cost, representing deferred
salaries accruing to employees, is included as an operating expense and determined by reference to local laws and actuarial
assumptions where applicable.
Other
Cther provisions relates primarily to dilapidations provisions £2.0m, warranty provisions £0.6m and restructuring provisions of °
£0.3m. The provisions greater than one year are expected to be utilised within one to three years. 2
26. Financial risk controls g
. A <]
Management of financial risk o
]
The main financial risks faced by the Group are credit risk, liquidity risk and market risk, which include interest rate risk 'E
and currency risk. The Board regularly reviews these risks and has approved written policies covering the use of financial 2
instrurnents to manage these risks. 5
¥}

The Group Finance Director retains the overall responsibility and management of financial risk for the Group. Most of the
Group's financing and interest rate and foreign currency risk management is carried cut centrally at Group head office. The
Board approves policies and procedures setting out permissible funding and hedging instruments, exposure limits and a
system of authorities for the approval of transactions.

Management of interest rate risk
The Group has exposure to interest rate risk arising principally from changes in Euro, Sterling and US Dollar interest rates.
The Group does not hedge against exposure to interest rate risk.

Based on the Group’s debt position at the year end, excluding lease liabilities, a 1% increase in interest rates would decrease
the Group's profit before tax by approximately £0.5m (2020: £0.6m).
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26. Financial risk controls continued

Management of foreign exchange risk

The Group's shareholders’ equity, earnings and cash flows are exposed to foreign exchange risks, due to the mismatch
between the currencies in which it purchases stock and the final currency of sale to its customers.

It is Group pelicy to hedge identified significant foreign exchange exposure on its committed operating cash flows. This is
carried out centrally based on forecast orders and sales.

The following table demonstrates the sensitivity to a 10% change in the rates of Sterling against all other currencies, US Dollar
against all other currencies and Eurc against all other currencies, with all other variables remaining constant, of the Group's
profit before tax, due to changes in the fair value of monetary assets and liabilities.

£ uss Euro
currency impact currency impact currency impact
2021 2020 2021 2020 2021 2020
£m £m £m £m £m £m
Profit before tax — gain/(loss)
10% appreciation 0.2 (1.0) 1.1 1.8 (0.6) (0.5)
10% depreciation (0.3) 12 (L) (1.8) (0.8) 0.7

Management of credit risk

Credit risk exists in relation to customers, banks and insurers. Exposure to credit risk is mitigated by maintaining credit
control procedures across a wide customer base.

The Group is exposed to credit risk that is primarily attributable to its trade and other receivables. This is minimised by
dealing with recognised creditworthy third parties who have been through a credit verification process. The raximum
exposure to credit risk is limited to the carrying value of trade and other receivables.

As well as credit risk exposures inherent within the Group's outstanding receivables, the Group is exposed to counterparty
credit risk arising from the placing of deposits and entering into derivative financial instrument contracts with banks and
financial institutions. The Group manages exposure to this credit risk by entering into financial instrument contracts only
with highly credit-rated authorised counterparties which are reviewed and approved annually by the Board.

Counterparties’ positions are monitered on a regular basis to ensure that they are within the approved limits and that there
are no significant concentrations of credit risks. The Group's largest customer is appraximately 7% of Group sales.

Management of liquidity risk

The Group manages its exposure to liquidity risk and maximises its flexibility in meeting changing business needs by
managing the cash generation of its operations, combined with bank borrowings and access to long-term debt. In its
funding strategy, the Group’s objective is to maintain a balance between the continuity of funding and flexibility through the
use of overdrafts, bank loans and facilities.

At 31 March 2021, the Group had net cash of £28.2m (2020: £34.8m), excluding borrowings of £75.4m (2020 £96.1m). The
Group had total working capital facilities available of £190.4m (2020: £190.6m) with a number of major UK and overseas
banks, of which £180.0m (2020: £180.0m} were committed facilities. The Group had drawn £79.5m against total facilities at
31 March 2021. In addition, the Group has a £60m accordion facility which it can use to extend the total facility up to £240m.
The syndicated facility is available both for acquisitions and for working capital purposes. The facilities are subject to certain
financial covenants, which, following review, had significant headroom at 31 March 2021.

Management of capital

The Group’s objective when managing capital is to safeguard its ability to continue as a going concern and to maintain
rabust capital ratios to support the development of the business with a view to providing strong returns to sharehalders. In
arder to maintain or adjust the capital structure, the Group may change the amount of dividends paid to shareholders, issue
new shares or increase bank borrowings.

In respect to this objective, the Group has a target gearing range of between 1.5 and 2.0 times. Gearing at 31 March 2021 was
below the range at 1.1 times. In order to maintain such a gearing range and provide the funding for acquisitions, the Group
issued new shares in the prior year {April 2019 and October 2019).
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27. Financial assets and liabilities
Fair values

Set out below is a comparison by category of carrying amounts and fair values of the Group's financial instruments that are

carried in the financial statements. ‘g
Carrying Fair Carrying Fair E-
amount value amount value 2
2021 2021 2020 2020 E
£m £m £m £m ©
Financial assets [
Cash at bank and in hand 29.2 29.2 36.8 36.8
Financial liabilities at amortised cost
Bank overdrafts and short-term borrowings (1.3) (1.3) (4.9) (4.9)
Non-current interest-bearing loans and barrowings:
Fixed and floating rate borrowings (75.6) (75.6) (93.8) (93.8)
Lease liabilities (21.5) (21.5) (20.0) (20.0) 8
Contingent consideration (3.4) (3.4) {3.3) (3.3) E
The fair value of loans and barrowings has been calculated by discounting future cash flows, where material, at prevailing §
rmarket interest rates. 8
Short-term trade and other receivables and payables have been excluded from the above table as their book values %
approximate fair values. ‘g_
28. Trade and other payables S
Current
2021 2020
£m £m
Trade payables 56.8 571
Cther payables 25.8 196
Accrued expenses and contract liabilities 12.2 09
94.8 876

Trade payables are non-interest bearing and are settled in accordance with credit terms. Other payables are non-interest
bearing and are settled throughout the year. Accrued expenses are nen-interest bearing and are settled throughout the
year. Contract liabilities are recognised over the term of the underlying contract. Included in current year other payables
is contingent consideration of £2.6m which relates to the acquisition of Cursor Controls. Prior year includes contingent
consideration of £0.2m relating to the acquisition of Positek.
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Certain businesses in the Group participate in supply chain finance arrangements whereby suppliers may elect to receive
early payment of their invoices from a bank by factering their receivable from discoverlE entities. Included within trade
payables is £0.5m (2020: £0.5m) subject to such an arrangement.

Non-Current

2021 2020
£m £m
Other payables 0.8 31

Included in non-current trade and other payable is a £0.8m contingent payment relating to the acquisitions of Sens-Tech,
Limitor and Phoenix. For 2020, £2.1m related to the acquisition of Cursor Controls, Hobart and Sens-Tech.

Other Information
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29. Share capital

2021 2021 2020 2020
Allotted, called up and fully paid Number £m Number m
Ordinary shares of 5p each 89,455,915 4.4 88,705,915 44

In April 2020 750,000 shares were issued to the Group’s Employee Benefit Trust. At 31 March 2021 the Trust held 689,307
shares (2020: nil). During the year to 31 March 2021, em ployees exercised 60,693 share options under the terms of the various
share option schemes (2020: 2,361).

On 18 April 2019, 7,309,867 shares were issued for a gross consideration of £23.2m before costs and £28.2m after costs.

The shares were issued at 400 pence per share, a discount of 3.85 per cent to the closing share price of 416 pence per share
on 15 April 2019. The shares were issued under a cash box structure and accordingly, £0.3m was share capital with the
balance of £27.9m being allocated to a merger reserve. This amount is fully available for distribution.

Cn 17 Cctober 2019, 8,034,840 shares were issued for a gross consideration of £333m before costs and £32.3m after costs.
The shares were issued at 415 pence per share, a discount of 3.9 per cent to the closing share price of 432 pence per share
on 16 October 2019, £0.4m was share capital with the balance of £31.9m being allocated to share premium account.

30. Share-based payment plans

The Group operates varicus share-based payment plans. The various schemes are explained below and have been separated
into two separate disclosures. The charge to the income statement in respect of each of these schemes is:

2021 2020

£m £m

a) Approved and Unapproved Executive Share Option Schemes - -
b} discoverlE Group plc long-term incentive plan {("the LTIP"} 1.1 1.3
1.1 1.3

a) Approved and Unapproved Executive Share Cption Schemes

The Group operates an approved and an unapproved executive share option scheme, the rules of which are similar

in all material respects. The grant of options to Executive Directors and senior management is recommended by the
Rermuneration Committee on the basis of their contribution to the Group's success. The options vest after three years.

The exercise price of the options is equal to the closing mid-market price of the shares on the trading day prior to the date of
the grant. Exercise of all opticons is subject to continued employment. The life of each option granted is ten years. There are
no cash settlement alternatives.

Options are valued using the binemial option-pricing model. No non-market performance conditions were included in the
fair value calculations.

The fair value per option granted during the year and the assumptions used in the calculation are as follows:

September
Grant date 2020
Share price at grant date £6.22
Exercise price £6.04
Number of employees 6
Shares under option 142477
Vesting period (years) 3
Expected volatility 32.4%
Option life {years) 10
Expected life {years) 65
Risk-free rate of return 0.01%
Expected dividends expressed as a dividend yield 1.71%
Fair value £163
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30. Share-based payment plans continued

The expected volatility is based on historical volatility over the previous five years. The expected life is the average expected
period to exercise. The risk-free rate of return is the yield on zero-coupon UK government bonds of a term consistent with

the assured option life. ‘g
The total charge for the year relating to the approved and unapproved share option schemes was £nil (2020: £nil). E-
Outstanding share options '%
A summary of the opticns over ardinary shares that have been granted under various Group share option schemes and "g
remain outstanding is given below: n
At 31 March 2021
Outstanding at Farfeited Exercised Granted Outstanding at Exercise price Exercise
1April 2020 during theyear during theyear  during the year 31 March 2021 {pence} dates
26,853 - (25,162) - 1,691 219.50 2020-2027
9,580 - - - 9,580 402.00 2021-2028
12,789 - - - 12,789 42117 2022-2029 9
- - - 14,247 14,247 603.60 2023-2030 s
49,222 - (25,162} 14,247 38,307 g
At 31 March 2020 3
Outstanding at Forfeited Exercised Granted  Qutstanding at Exercise price Exercise %
1April 2019 during theyear during the year  during the year 31 March 2020 {pence} dates g_
2948 - (2,948) - - 302.00 2018-2025 E
23,791 - (23,791) - - 226.25 2019-2026
35,098 1,374) (6,871} - 26,853 219.50 2020-2027
14,278 (2,348) (2,350) - 9,580 402.00 2021-2028
- (3,999) (645) 17,433 12,789 42117 2022-2029
76115 (7,721) {36,605) 17,433 49,222
Changes in share options é
A reconciliation of option movements over the year te 31 March 2021 is shown below: 5
&
2021 2020 £
Weighted Weighted ‘TGU
average average =
exercise exercise _E
Number price Number price L
Outstanding at 1 April 49,222 £3.07 76,115 £259
Granted 14,247 £6.04 17,433 £4.21
Exercised (25]162) £2.20 {36,605) £2.46
Forfeited - - (7,721) £379
Cutstanding at 31 March 38,307 £4.75 49222 £307
Exercisable at 31 March 11,271 £3.75 26,853 £2.20

The weighted average remaining contractual life for the share options cutstanding at 31 March 2021 is 8.2 years (2020: 7.7 years).
The range of exercise prices for options outstanding at the end of the year was £2.20 to £6.04 (2020: £2.20 to £4.21).
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30. Share-based payment plans continued

b) The LTIP

Since 2008, the Group has operated the LTIP as a replacement for the approved and unapproved executive share option
scheme detailed above. The LTIP involves a conditional award of shares on a grant of a nil-cost option. The award of shares to
Executive Directors and senior management is recommended by the Remuneration Committee on the basis of such factors
as their contribution to the Group's success. The LTIPs are equity settled and there are no cash settled alternatives. The
vesting of an award is dependent on the individual's continued employment for a three-year period from the date of grant
and the satisfaction by the Company of certain performance conditions. The exercise of the awards is also subject to a 2 year
holding period from the date of vesting.

For awards made in 2021, the performance conditions are as follows:

= 33.3% of the award is based on the Company’s com parative total sharehelder return ('TSR") against a comparator group
made up of the constituents of the FTSE Small Cap Index;

= 33.3% of the award is based on the Company’s absolute total shareholder return as measured against the Consumer Price
Index {"CPI"}; and

= 33.3% of the award is based on the Company’s absolute earnings per share ("EPS”) performance.
= [or certain operational management, 25% of the award is based on the Company's absolute earnings per share ("EPS")
performance and 75% of the award is based on local earnings targets.

Awards are valued using the Monte Carlo Simulation and Discounted Share Price models. No non-market performance
conditions were included in the fair value calculations. The fair value per award granted and the assumptions used in the
calculation are as follows:

Awards granted in the year ended 30 March 2021

15 July 30 June 30 June 30 June

2020 2020 2020 2020

Grant date EPS EPS TSR CPI
Share price at grant date £590 £512 £512 £572
Exercise price nil nil nil nil
Number of employees 20 n 1l il
Shares under option 150,165 160,766 160,766 160,766
Vesting period (years) 3 3 3 3
Expected volatility n/a n/a 326% 32.6%
OCption life (years) 0 0 10 0
Expected life (years) 5 5 5 5
Risk-free rate of return n/a n/a -0.08% -0.08%
Expected dividend yield 1.95% 1.95% 1.95% 1.95%
Fair value £5.04 £4.38 £2.70 £2.37

The expected volatility is based on histerical volatility over a term commensurate with the expected life of each award.
The expected life is the average expected period to exercise. The risk-free rate of return is the yield on zero-coupon UK
government bonds of a term consistent with the assumed option life.

The total charge for the year relating to the LTIP schemes was £1.1m {2020: £1.3m}.
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30. Share-based payment plans continued

Outstanding LTIP

A summary of the awards that have been granted under the LTIP and remain cutstanding is given below:

At 31 March 2021 §
Outstanding at Granted Forfeited Exercised Outstanding at Exercise %
1April 2020 during the year  during the year  during the year 31 March 2021 dates )
615,574 - - (34,230) 581,344 2020-2025 ",3
590,796 - - - 590,796 2021-2026 in
761,616 - - - 761,616 2022-2027

611,118 - - - 611,118 2023-2028

727062 - {8,843} - 718,219 2024-2029

- 632,463 (5,590} - 626,873 2025-2030

3,306,166 632,463 (14,433} (34,230) 3,889,966

At 31 March 2020 8
Outstanding at Granted Forfeited Exercised Qutstanding at Exercise E
1April 2019 during the year  during the year  during the year 31 March 2020 dates §
617,935 - - (2,361) 615,574 2020-2025 8
590,796 - - - 590,796 2021-2026 ..3
788,765 - {27149) - 761,616 2022-2027 ‘g_
632,440 - (21,322} - 611,118 2023-2028 :cj
- 727062 - - 727062 2024-2029

2,629,936 727062 (48,471) (2,361) 3,306,166

The weighted average remaining contractual life for the share options cutstanding at 31 March 2021 is 6.6 years (2020: 7 years).

The range of exercise prices for options cutstanding at the end of the year was nil (2020: nil).

31. Pension

Defined contribution schemes

The Group makes payments to various defined contribution pension schernes, the assets of which are held in separately
administered funds. In the United Kingdem, the relevant scheme is the discoverlE Group plc Employee Pension Scheme

{'the discoverlE scheme’). Cantributions by both employees and Group companies are held in externally invested trustee-
administered funds.
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The Group contributes a specified percentage of earnings for members of the discoverlE scheme, and thereafter has

no further obligations in relation to the discoverlE scherme. At the year end, 190 ermployees were active members of

the discoverlE scheme (2020: 192). The total cost charged to the consolidated income statement in relation to the UK-
based discoverlE schermne was £627,000 (2020: £617,000). Employer contributions in respect of other UK-based schemes
and overseas pension schemes were £440,000 (2020: £427,000) and £2,538,000 (2020: £2,484,000) respectively. Total
contributions payable in the next financial year are expected to be at rates broadly similar to those in 2020/21 but based on
actual salary levels in 2021/22.

Other Information
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31. Pension continued
Defined benefit schemes
The acquisition of the Sedgemoor Group in June 1999 brought with it certain defined benefit pension schemes, together

‘the Sedgemoor Scheme’. The Sedgemoor Scherne is funded by the Company, provides retirerment benefits based on final
pensionable salary and its assets are held in a separate trustee-administered fund.

Following the acquisition of the Sedgemoor Group, the Sedgemoor Scheme was closed to new members. Shortly thereafter,
employees were given the opportunity to join the discoverlE scheme and future service benefits ceased to accrue to
members under the Sedgemoaor Scheme.

Contributions to the Sedgemoor Scheme are determined in accordance with the advice of independent, professionally
qualified actuaries and are set based upon funding valuations carried out every three years.

Based upon the results of the triennial funding valuation at 31 March 2018, the Sedgemoor Scheme's Trustees agreed with
Sedgemoor Limited on behalf of the participating employers to continue the participating employers’ contributions under
the deficit recovery plan agreed at the previous valuation at 31 March 2015, This required contributions of £1.8m p.a. over the
year to 31 March 2021 with future contributions increasing by 3% each April payable over the period to 30 September 2022,
There is a risk that adverse experience could lead to a requirement for additional contributions to recover any deficit that
arises. The next triennial funding valuation is due for the year ended 31 March 2021,

The estimated amount of employer contributions expected to be paid to the Sedgemoor Scheme during 2021/22 is £1.9m
{2020/21: £1.8m).

The results of the triennial funding valuation as at 31 March 2018 were updated to the accounting date by an independent
qualified actuary in accordance with IAS 19.

The main actuarial assumptions used are set out as follows:

2021 2020
Rate of increase of salaries nfa n/a
Rate of increase of pensions in payment 2.5% 2.1%
Discount rate 1.9% 2.5%
Inflation assumption - RPI 3.4% 2.6%
Inflation assum ption — CPI* 2.3% 1.8%

*3.3% from 2031
The discount rate is based on the yields on AA grade Sterling corporate bonds at the reporting date.

Pensioner mortality assumptions are based on 110% of the 'S2NA’ table, projected from 2007 and with long-term
improvement rates in line with CMI 2019 core projections based on each member's actual date of birth with a long-term
annual rate of improvernent of 1.25% for males and for females.

The weighted average duration of the defined benefit obligation at 31 March 2021 was 13 years (2020: 12 years).

The investment strategy is set by the Trustee of the Sedgemocor Scheme in consultation with the Company. The current
strategy is to invest 45% of the assets in equities, property, infrastructure and other return seeking investments and 55% in
liability driven investments, corporate bonds and cash. As at 31 March 2021 the investment strategy hedged 75% of interest
rate risk and 75% of inflation risk relative to the Sedgemoar Scheme’s liability value for cash funding purposes.

The Sedgemoor Scherne assets are held exclusively within instruments with quoted prices in an active market, other than
the property fund. Re-measurements are recognised immediately through other comprehensive income.

174 ] discoverlE Group plc Annual Report and Accounts
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31 Pension continuad

The charges recognised in the conscolidated income statement in respect of defined benefit schemes are as follows:

2021 2020 -
£m £mn 'g_
Pension charge {recognised in administrative expenses) 1.4 0.3 2
Total 1.4 03 2
o
]
2
[
=
The charges recognised in the consclidated statement of comprehensive income are as follows: v
2021 2020
Re-measurement gains: £m fm
Return on plan assets (excluding amounts included in net interest expense) 0.6 05
Actuarial changes arising from changes in actuarial assumptions (3.8) 23
Actuarial (losses)/gains recorded in the consolidated statement of comprehensive incorne (3.2) 2.8
]
The fair value of assets and expected rates of return used to determine the amounts recognised in the consolidated 2
statement of financial position are as follows: 2
g
2021 2020 )
o
£m £fm o
Equities 3.5 23 ©
o
Bonds 9.9 9.4 o
]
Property 4. 3.8 U
Diversified Growth Fund 6.6 4.8
Cash 4.4 6.0
Liability driven investments 5.6 6.4
Infrastructure 45 49
Fair value of scherme assets 38.6 376 m
Present value of funded defined benefit obligations [39.6) (35.8) E
(Liability)/asset recognised in the consolidated statement of financial position (1.0) 1.8 5
Changes in the present value of the defined benefit abligation are as follows: E
n
2021 2020 2
£m £m 5
Opening defined benefit obligations 35.8 392 ,_%
Net interest cost 0.9 03
Actuarial losses due to:
Changes in actuarial assumptions 3.8 (2.3}
Pension costs 1.0 -
Benefits paid (1.9) (2.0}
Closing defined benefit obligations 39.6 35.8 c
o
2
]
E
2
£
@
£
3
(e}
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31. Pension continued
Changes in the fair value of the scheme assets are as follows:

2021 2020

£m £m

Opening fair value of scheme assets 376 36.7
Interest on scheme assets 0.9 09
Actual return on plan assets less interest on plan assets 0.6 05
Pension administration costs (0.4) (0.3}
Contributions 1.8 1.8
Benefits paid (1.9) (2.0}
Closing fair value of scheme assets 38.6 376

The pension costs include £0.4m administration costs (2020: £0.3m) and a £1.0m charge (2020: nil) relating to a one-off
adjustrnent relating to historic commutation terms for legacy scheme members.

Sensitivities
The sensitivity of the 2021 pension liabilities to changes in assumptions are as follows:

Increase in

scheme deficit

Assumption Change in assumption £m
Discount rate Decrease by 05% 26
Inflation Increase by 05% 03
Life expectancy Increase by 1 year 23

32, Related party disclosures

As at 31 March 2021 the Group’s subsidiaries are set out below. Unless otherwise stated, the Group holds {directly or indirectly}
100% of the total voting rights of all subsidiaries.

Except where noted, all material subsidiaries have a 31 March year end and the shares carry the same voting rights as their
effective interest.

UK registered subsidiaries exempt from audit: discoverlE Nordic Holdings Limited (company no. 03118969); Contour Holdings
Limited (company no. 06846542}, Varichm Holdings Limited {company no. 05783452}, Xi-Tech Limited {company no.
07068708) and Cursor Contrels Holdings Limited {company ne. 09472278) qualify to take the statutory audit exemption as
set out within section 479A of the Companies Act 2006 for the year ended 31 March 2021, discoverlE Group plc will guarantee
the debts and liabilities of those companies at the statement of financial position date in accordance with section 479C of
the Companies Act 2006. discoverlE Electronics Limited also qualifies to take the statutory audit exermnption within section
479A of the Companies Act 2006 for the year ended 31 March 2027,

Country of
incorporation
Name and nature of business Registered address and registraticn
Custom Supply
Acal BFi UK Limited 3 The Business Centre, Molly Millars Lane, Wokingham, RG41 2EY England
Acal BFi Central Procurement UK 3 The Business Centre, Molly Millars Lane, wokingham, RG41 2EY England
Limited
Vertec Scientific Limited 2 Chancellor Court, Gccam Read, Surrey Research Park, Guildford England
GU2 7AH
Vertec Scientific SA (pty) Limited 8 Charmaine Avenue, President Ridge, Randburg 2194 Johannesburg  Scouth Africa
Acal BFi France SAS 4 allée du Cantal - ZI Petite Montagne Sud - 91090 Lisses, Evry France
Acal BFi Belgium NV/SA Lozenberg 4,1932 Zaventem, Brussels Belgium
Acal BFi Germany GmbH Assar-Gabrielsson-Strabe 1, 63128, Dietzenbach, Germany Germany
Acal BFi Nordic AB P.O. Box 3002, 750 03 Uppsala, Stockholm Sweden
Acal BFi Netherlands BV Luchthavenweg 53, S657EA, Eindhoven Netherlands
Acal BFi Italy Srl Via Cascina Venina n.20/A, 20090 Assage, Milan Italy
discoverlE Group ple ot yeer Chge R M 3007
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32, Related party disclosures continued

Country of
incorporation
Name and nature of business Registered address and registration "g
Design & Manufacturing &
Myrra SAS 2 Boulevard de La Haye, 77600 Bussy-Saint-Georges France %
Myrra Power sp z.0.0 Ul Warszawska 1, 05-310 Kaluszyn Poland E
Zhongshan Myrra Electronic Co 39-2 Industrial Road, Xiaolan Industrial Park, Xiaclan Town, 528400, China g
Limited' Zhongshan, Guandong Province v
Myrra Deutschland GmbH Lebacher Strabe 4, 66113 Saarbrucken Gerpmnany
Myrra Hong Kong Limited £2/F Central Plaza,18 Harbour Road, Wanchai, Hong Keng Hong Kong
Noratel AS Elektroveien 7, 3300 Hokksund Norway
Noratel UK Limited 2 Chancellor Court, Cccam Road, Surrey Research Park, Guildford England
GU2 7AH
Noratel Denmark A/S Naverland 15, 2600 Glostrup, Copenhagen Denmark °
Noratel Finland GY Kiertokatu 5, PB 11, 24280, Salo Helsinki Finland E
Foshan Noratel Electric Co Limited' NO 22-2 Xingye Road, Zone C Shishan Science & Technology China c
Industrial Park, Nanhai Distric, Foshan City, Cuangdong Province 2
528205 S
Noratel Germany AG Elsenthal 53, DE-94481 Grafenau, Bremen Gerpmnany %
Noratel India Power Components Nila Technopark, Trivandrum, Kerala, 635581 India ‘g_
Private Limited i
¥}
Noratel sp zo.o ul. Szczecinska 1K, Dobra Szczecinska PL-72-003 Poland
Danselbud Noratel Transformator ul. Szczecinska 1K, Dobra Szczecinska PL-72-003 Poland
Sp Z.0.0
Noratel International Private Limited P.O Box 15, Phase 2 KEPZ, Katunayake Sri Lanka
Noratel Sweden AB Lars Lindahlsvag 2, Bo Lars Lindahlsvag 2, Box 108, Laxa 63522 x 108, Sweden
Laxa 69522
w
Noratel North America LLC 13663 Providence Road, Suite 345, weddington, NC 28104 USA £
]
Noratel Power Engineering LLC # 117 East Janis Street, Carson, CA 90746 USA €
]
Foss Fiberoptisk Systernsalg AS Dansrudveien 45, N-3036 Drammen Norway ®
o
Foss Fibre Optics sr.o. Odborarska 52, 831 02 Bratislava Slovakia u
]
Flux A/S Industrivangen 5, 4550 Asnaes Denmark E
Flux International Limited 41127, 23 Village No. 6, Phuncaroen Lane, Bangna-Trad Km 165, Bang  Thailand b
Chaleng (Bangkok), Bang Phli District, samut Prakan Province, 10540 i
Hectronic AB P.O. Box 3002, 750 03 Uppsala, Sweden Sweden
MTC Micro Tech Components GmbH Hausener Stral3e 9, 82407 Dillingen ad, Donau Germany
EMC Innovation Limited Woolim Lions Valley C-409, 283 Bupyeong-daere, Bupyeong-gu, South Korea
Cheongcheon-Dong, Incheon
Stortech Electronics Limited 2 Chancellor Court, Cccam Road, Surrey Research Park, Guildford England
GU2 7AH
Contour Electronics Limited 2 Chancellor Court, Cccam Read, Surrey Research Park, Guildford England _5
GU2 7aH ®
Contour Electronics Asia Limited Roorn 601, 6/F Shing Yip Industrial Building, 13-21 Shing Yip Street, Hong Kong g
Kwun Teng, Kowloon =
Plitron Manufacturing Incorporated  8-601 Magnetic Drive, Toronte, Ontario, M3J 3]2 Canada H
£
Heason Technology Limited 2 Chancellor Court, Cccam Read, Surrey Research Park, Guildford England 5
GU2 7AH
Herga Technology Limited 2 Chancellor Court, Occam Road, Surrey Research Park, Guildford England
GU2 7AH
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32, Related party disclosures continued

Narme and nature of business

Registered address

Country of

incorporation
and registration

Varichm-Eurosensor Limited

Santon Holland BYV.
Santon Group BV,
Santon Switchgear Limited

Santen Circuit Breaker Services BV.
Santon Hekendorpstraat BV.
Santon International B.V.

2 Chancellor Court, Cccam Road, Surrey Research Park, Guildford
GU2 7AH

Hekendorpstraat 69, 3079 DX Rotterdam
Hekendorpstraat 69, 3079 DX Rotterdam

2 Chancellor Court, Occam Road, Surrey Research Park, Guildford
GU2 7AH

Hekendaorpstraat 69, 3072 DX Rotterdam
Hekendorpstraat 69, 3079 DX Rotterdam
Hekendorpstraat 69, 3079 DX Rotterdam

England

Netherlands
Netherlands
England

Netherlands
Netherlands
Netherlands

Santon GmbH Oberstrasse 1, Altes Rathaus Hinsbeck, Gerpmnany
Postfach 5217, 41334 Nettetal

Cursor Controls Limited 2 Chancellor Court, Gccam Read, Surrey Research Park, Guildford England
GU2 7AH

NSI bvba Haakstraat 14, 3740 Bilzen, Belgium Belgium

Sens-Tech Limited 2 Chancellor Court, Gccam Read, Surrey Research Park, Guildford England
GU2 7AH

Coil-Tran LLC {trading as Hobart 160 South lllinois Street, Hobart, Indiana, 46342-4512 USA

Electronics)

Coil-Mag LLC {trading as IMAG 160 South lllinois Street, Hobart, Indiana, 46342-4512 USA

Electronics)

Coil-Tran de Mexico SA de CV2 Calle Matarmaoros 124, Colonia Centro, Municipio Agualeguas, Nuevo Mexico
Leon, Mexico, CP 65800

Positek Limited 2 Chancellor Court, Occam Road, Surrey Research Park, Guildford England
GU2 7AH

Phoenix America LLC 850 New Burton Road, Suite 201, Dover, DE 19904 USA

Limitor GmbH DieselstraBe 22, 73660 Urbach, Germany Germany

Limitor Selutions Gmbh DieselstrafBe 22, 73660 Urbach, Germany Germany

Limitor Hungaria Kft Pécs, Makay Istvan Ut 13/b, 7634 Hungary Hungary

Management services

discoverlE Management Services 2 Chancellor Court, Occam Road, Surrey Research Park, Guildford England

Limited GU2 7AH

Holding companies

Acal Electronic Heldings Limited 2 Chancellor Court, Cccam Read, Surrey Research Park, Guildford England
GU2 7AH

Trafo Helding AS Elektroveien 7, Hokksund, 3300 Norway

discoverlE Nordic Holdings Limited 2 Chancellor Court, Occam Road, Surrey Research Park, Guildford England

discoverlE BV
discoverlE Europe Holding BV

GU2 7AH
Luchthavenweg 53, 5657 EA Eindhoven
Luchthavenweg 53, 5657 EA Eindhoven

Netherlands
Netherlands

discoverlE France Holdings SAS 4 Allée du Cantal - Z1 Petite Montagne Sud - 91090 Lisses, Evry France

DiscoverlE US Holdings Inc. 850 New Burton Road, Suite 201, Dover, DE 19904 USA

Sedgemoor Limited 2 Chancellor Court, Cccam Read, Surrey Research Park, Guildford England
GU2 7AH

Contour Holdings Limited 2 Chancellor Court, Cccam Road, Surrey Research Park, Guildford England

discoverlE Group plc

GU2 7AH
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32, Related party disclosures continued

Country of
incorporation

Name and nature of business Registered address and registration "g
discoverl|E Electronics Limited 2 Chancellor Court, Cccam Road, Surrey Research Park, Guildford England %
GU2 7AH e
Aramys SAS 2 Boulevard de La Haye, 77600 Bussy-Saint-Georges France ';',’
Varichm Holdings Limited 2 Chancellor Court, Occam Road, Surrey Research Park, Guildford England T.E
GU2 7AH b
EWAC Holding BV. Hekendorpstraat 69, 3079 DX Rotterdam Netherlands
Cursor Controls Holdings Limited 2 Chancellor Court, Cccam Road, Surrey Research Park, Guildford England
GU2 7AH
Xi-Tech Limited 2 Chancellor Court, Gccam Read, Surrey Research Park, Guildford England
GU2 7AH
Dormant companies
Cabcon {UK) Limited 2 Chancellor Court, Cccam Road, Surrey Research Park, Guildford England 3
GU2 7AH E
Eurosensor Limited 2 Chancellor Court, Gccam Read, Surrey Research Park, Guildford England @
GU2 7AH 3
5]
Acal Supply Chain Limited 2 Chancellor Court, Occam Road, Surrey Research Park, Guildford England g
GU2 7AH ©
o
Acal BFi Iberia SL C/Anabel Segura, 7, Planta Acceso, 28108 Alcobendas, Madrid Spain o
Acal Electronics Limited 2 Chancellor Court, Cccam Road, Surrey Research Park, Guildford England 3
GU2 7AH
BFi Optilas Denmark A/S Jernabanegade 238, 4000 Roskilde Copenhagen Denmark
BFi Optilas Limited 2 Chancellor Court, Occam Road, Surrey Research Park, Guildford England
GU2 7AH
Sedgemoor Holdings Limited 2 Chancellor Court, Occam Road, Surrey Research Park, Guildford England
GU2 7AH »
3
Sedgemoor Group Supplementary 2 Chancellor Court, Cccam Road, Surrey Research Park, Guildford England S
Pension Trustees Limited GU2 7AH £
@
Sedgemoor Group Pension Trustees 2 Chancellor Court, Occam Read, Surrey Research Park, Guildford England w
Limnited GU2 7AH &
Townsend-Coates Limited 2 Chancellor Court, Occam Road, Surrey Research Park, Guildford England -g
GU2 7AH s
Actech Holdings Limited 2 Chancellor Court, Occam Road, Surrey Research Park, Guildford England ,_%
GU2 7AH
Advanced Crystal Technology Limited 2 Chancellor Court, Occam Road, Surrey Research Park, Guildford England
GU2 7AH
Bosunmark Limited 2 Chancellor Court, Gccam Read, Surrey Research Park, Guildford England
GU2 7AH
Gothic Crellon Limited 2 Chancellor Court, Occam Road, Surrey Research Park, Guildford England
GU2 7AH c
Radiatron Holdings Limited 2 Chancellor Court, Occam Road, Surrey Research Park, Guildford England -f—"
GU2 7AH E
Radiatron Components Limited 2 Chancellor Court, Cccam Road, Surrey Research Park, Guildford England :é
GU2 7AH c
Amega Group Limited 2 Chancellor Court, Gccam Read, Surrey Research Park, Guildford England E
GU2 7AH 5
Amega Electronics Limited 2 Chancellor Court, Occam Road, Surrey Research Park, Guildford England

GU2 7AH
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32, Related party disclosures continued

Country of
incorporation
Name and nature of business Registered address and registration
Myrra Hispania 5rl c/Matarc 43 Pol. Ind. les Grases, 08380 Saint Feliu De Liobregat, Spain
Barcelona
Ixthus Instrumentation Limited 2 Chancellor Court, Gccam Read, Surrey Research Park, Guildford England
GU27AH
DiscoverlE North America LLC 850 New Burton Road, Suite 201, Dover, DE 19904 USA

' Zhongshan Myrra Electronic Co Limited and Foshan Noratel Electric Co Limited have 31 December year ends
2 15% of Coil-Tran de Mexico SA de CV is owned by local rmanagement

Related parties

Remuneration of key management personnel

The Group considers key management personnel as defined in IAS 24 'Related Party Disclosures' to be the members of the
Group Executive Committee as set out on page 72. Remuneration is set out below in aggregate. The charge for share-based
payments of £0.7m {(2020: £1.0m) relates to the Group’s LTIP as detailed in note 30.

2021 2020

£m £m

Short-term employee benefits 3] 32
Share-based payments 0.7 1.0
3.8 4.2

Terms and conditions of transactions with related parties

All transactions with related parties were on an arm’s length basis. OQutstanding balances at year end are unsecured and
settlement occurs in cash.

Transactions with other related parties

Details of transactions with Directors are detailed in the Remuneration report on pages 94 ta 118.
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33. Exchange rates

The profit and loss accounts of overseas subsidiaries are translated into sterling at average rates of exchange for the year and
consolidated statements of financial position are translated at year end rates. The main currencies are the US Dollar, the Euro

and the Norwegian Krone. Details of the exchange rates used are as follows: ©
o
Year to 31 March 2021 Year to 31 March 2020 E-
Closing Average Closing Average o
rate rate rate rate E
Us Dollar 1.3760 1.3075 12360 12722 g
Eurc 11736 11207 11281 11448 9
Norwegian Krone 1.7306 1.9697 12.9847 114632
34. Events after the reporting date
There were no matters arising, between the statement of financial position date and the date on which these financial
statements were approved by the Board of Directors, requiring adjustrent in accerdance with 1AS10, Events after the
reporting period. The following impeortant non-adjusting events should be noted: o
e Q
Dividends c
Afinal dividend of 70p per share (2020: nil), amounting to a dividend of £6.2m {2020: nil) and bringing the total dividend for g
the year to 10.15p (2020: 2.97p), was declared by the Board on 27 May 2021. The discoverlE group financial statements do not 3
reflect this dividend. 9
2
Business Combinations g
Cn 13 May 2021, subsequent to the year end, the Group completed the acquisition of Control Products Inc ("CPI"). CPl was g
¥}

acquired for an initial cash consideration of £8.1m ($11.4m) on a debt free, cash free basis, before expenses, funded from
the Group's existing debt facilities. In addition, a contingent payment of up to £3.8m ($5.4m) will be payable subject to CPI
achieving certain profit growth targets over a four year period.
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COMPANY BALANCE SHEET

as at 31 March 2021

2021 2020

notes £m £m
Fixed assets
Investments 5 2013 200.2
Current assets
Debtors 2] 299 231
Cash at bank and in hand 3.1 56
Total current assets 33.0 28.7
Creditors: amounts falling due within one year 7 (15.0) (12.8)
Net current assets 18.0 159
Non-current liabilities
Cther financial liabilities 8 (9.3) (1.8}
Net assets 210.0 2043
Capital and reserves
Called up share capital 9 4.4 4.4
Share premium account 138.8 1388
Merger reserve 19.9 227
Profit and loss account 46.9 38.4
Total shareholders’ funds 210.0 2043

The profit of the Company for the financial year was £7.4m {2020: £2.4m loss).

These financial statements on pages 182 to 187 were approved by the Board of Directors on 3 June 2021 and signed on its

behalf by:
Nick Jefferies Simon Gibbins
Group Chief Executive Group Finance Director
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COMPANY STATEMENT OF

CHANGES IN EQUITY

for the year ended 31 March 2021

Share Share Merger Profitand

capital premium reserve loss account Total

£m £m £m £m £m
At 1 April 2019 37 106.9 29 39.5 153.0 e
Total comprehensive loss for the year - - - (2.4) (2.4) 2
Share-based payments - - - 1.3 1.3 &
Shares issued {note 9) 0.7 3.9 279 - 605 '?.,-,
Transfer to retained earnings - - 8.7) 8. - "é
Dividends - - - 87) 8]) b

At 31 March 2020 4.4 138.8 227 38.4 2043

Total comprehensive profit for the year - - - 74 74

Share-based payments - - - 11 11

Transfer to retained earnings - - (2.8} 28 -

Dividends - - - (2.8) (2.8)
At 31 March 2021 4.4 138.8 19.9 46.9 210.0 o
At 31 March 2021, an amount of £30.2m out of the total £46.3m in the profit and loss account and £17.0m out of total £12.9m E
in the merger reserve is available for distribution, subject to filing these Financial Statements with Companies House. When g
making a distribution to shareholders, the Directors determine prefits available for distribution by reference to guidance on 3
realised and distributable profits under the Companies Act 2006 issued by the Institute of Chartered Accountants in England g
and Wales and the Institute of Chartered Accountants of Scotland in April 2017. The profits of the Company have been 'E
received in the form of dividends from subsidiary companies which have been paid to the Company in cash. The availability 2
of distributable reserves is dependent on the available cash resources of the Group and other accessible sources of funds and S

is subject to any future restrictions or limitations at the time such distribution is made.

Innovative Electronics

www.discoverlEplc.com
Stock Code: DSCW
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NOTES TO THE COMPANY
FINANCIAL STATEMENTS

for the year ended 31 March 2021

1. Basis of preparation

The separate financial statements of the Company have been prepared for all periods presented, in accordance with
Financial Reporting Standard 101 ‘Reduced Disclosure Framework’ (FRS 101}, on the going concern basis and under
the histerical convention meodified for fair values, and in accordance with the Companies Act 2006 and with applicable
accounting standards. None of the new standards which becarne effective in the year had an impact on the Company.

A separate profit and loss account dealing with the results of the company has not been presented as permitted by section
408(3) of the Companies Act 2006.

The following exemptions from the requirements of IFRS have been applied in the preparation of these financial statements,
in accordance with FRS 10T
= The following paragraphs of I1AS 1 'Presentation of financial statements’
= 10(d) (statement of cash flows)
= 16 (statement of compliance with all IFRS)
= 111 {cash flow statement information}
= 134-136 (capital managerment disclosures)
= IFRS 7 'Financial instruments: Disclosures’
= |AS 7 'Statement of cash flows’
= |AS 24 (paragraph 17} 'Related party disclosures’ (key management compensation)
= |AS 24 ‘Related party disclosures’ {the requirement to disclose related party transactions between two or more members
of a group)
For the following disclosures, as the Group’s consolidated financial statements include the equivalent disclosures, the
company has taken the exemptions available under FRS 101:
= IFRS 2 Share-based payments in respect of group settled equity share-based payments
= Certain disclosures required by IFRS 13 Fair Value Measurement

2. Summary of significant accounting policies

Going concern

The Company acts as a holding company for investments in the subsidiaries and does not engage in any trading activities
directly and thus is dependent on the trading activities of its subsidiaries. The Company holds sufficient net current assets as
at 31 March 2021 to continue as a going concern.

The factors considered in the going concern assessment of the Group are considered in note 2 to the Group’s consolidated
financial statements. The Group's forecasts and projections, taking account of the sensitivity analysis of changes in trading
performance, show that the Group is well placed to operate within the level of its current cornmitted facilities for the
foreseeable future.

After making due enquiries, the Directors have a reasonable expectation that the Company and the Group have adequate
resources to continue in operational existence for the foreseeable future. Accordingly, they continue to adopt the going
concern basis in preparing the Annual Report and Accounts.

Income recognition

Dividend income is recognised when the Company's right to receive payment is established.

184 | discoverlE Group plc Annual Report and Accounts
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2. Summary of significant accounting policies continued
Investments

Investrments in subsidiary and associate undertakings are stated initially at cost, being the fair value of the consideration
given and including directly attributable transaction costs. The carrying values are reviewed for impairment if events or
changes in circumstances indicate the carrying values may not be recoverable.

Dividends

Dividends are recognised when they meet the criteria for recognition as a liability. In relation to final dividends, this is when
approved by the shareholders in general meeting, and in relation to interim dividends, when paid.

Borrowing costs

Borrowing costs are recognised as an expense in the period in which they are incurred, in accordance with the effective
interest rate method.

Share-based payments

In preparing the financial statements, the Company has applied IFRS 2 'Share-based payments'. Althcugh the Company
does not incur a charge under this standard, the issuance by the Cornpany to its subsidiaries of a grant of options over the
Company’s shares represents additional capital contributions by the Company in its subsidiaries. The additional capital
contribution is based on the fair value of the grant issued, allocated over the underlying grant’s vesting period.

Further information on share based payments is provided in note 30 of the Group Financial Statements.

Taxation
Corporation tax payable is provided on taxable profits at the current rate.

Deferred taxation is recognised in respect of all timing differences that have originated but not reversed at the balance
sheet date, where transactions or events that result in an obligation to pay more tax in the future, or a right to pay less tax

in the future, have occurred at the balance sheet date. Deferred tax assets are regarded as recoverable and recognised in
the financial statements when, on the basis of available evidence, it is more likely than not that there will be suitable taxable
profits from which the future reversal of the timing differences can be deducted. Deferred tax assets and liabilities are not
discounted.

Judgment and key sources of estimation uncertainty

The preparation of financial statements requires management to make judgments, estimates and assumptions that affect
the amounts reported for assets and liabilities as at the balance sheet date and the amounts reported for revenues and
expenses during the year. However, the nature of estimation means that actual cutcomes could differ from those estimates.

Value of investments

Investments in subsidiaries are reviewed annually for impairment when indicators for impairment are identified.
Determining whether the Company’s investrents in subsidiaries have been impaired requires estimations of the
investments’ values in use or consideration of the net asset value of the entity. The value in use calculations require the
Directors to estimate the future cash flows, expected to arise from the investments and suitable discount rates in order to
calculate present values.

Recoverability of amounts owed by subsidiary undertakings

Annually, the Company considers whether the amounts owed by subsidiaries are recoverable. The recoverable amount

is compared to the balance sheet position of the corresponding subsidiary. Where the corresponding subsidiary has net
current liabilities or net liabilities the Company considers the estimation of the future cash flows of the subsidiary, alongside
the selection of appropriate assumptions including growth rates and discount rates in order to calculate the present value of
those cash flows to assess the recoverability of these balances.

Innovative Electronics www.discoverlEplc.com 5
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NOTES TO THE COMPANY
FINANCIAL STATEMENTS

for the year ended 31 March 2021

3. Profit of the company

The profit of the cormpany for the financial year was £7.4m (2020: £2.4m lass). By virtue of section 408(3} of the Companies
Act 2006, the Cornpany is exempt from presenting a separate profit and loss account.

4. Employees

No remuneration was paid or is payable to the directors in their capacity as directors of the Company (2020: £nil). The
directors also provide services to other group undertakings and received remuneration from a fellow group undertaking,
discoverlE Management Services Limited in respect of services to the Group.

5. Investments

Subsidiary

undertakings

£m

A1 April 2019 168.3
Investment in subsidiaries 400
Impairment of investrent (10.0)
Share-based payments 13
At 31 March 2020 200.2
Share-based payments 11
At 31 March 2021 201.3

Details of all direct and indirect holdings in subsidiaries are provided in note 32 of the Group Financial Statemenis.

6. Debtors
2021 2020
£m £fm
Amounts falling due within one year:
Amounts owed by subsidiary undertakings 28.0 213
Corporation tax 1.7 16
Cther debtors [+A -
Prepayments 0.1 02
29.9 231

Amounts owed by subsidiary undertakings bore interest at a sterling base rate plus a margin of 1.75% and at USD one month
LIBOR plus a margin of 2% . Allamounts are repayable on demand.

7. Creditors

2021 2020
£m £m
Amounts falling due within one year:
Bank loans and overdrafts {see note 8} 1.9 1.3
Amounts owed to subsidiary undertakings 12.0 05
Cther payables 0.1 03
Accruals 1.0 0.7
15.0 2.8
Amounts owed to subsidiary undertakings bore interest at a nil rate and are repayable on demand.
Al meporton pccours
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8. Other financial liabilities

Cther financial liabilities of £2.3m at 31 March 2021 (2020: £11.8m) comprise drawdowns on the Group’s revolving credit facility
(see note 22 to the Croup consclidated financial statements). The amount is denominated in Sterling and bears interest
based on LIBCR. The facility is secured against the shares of certain Group subsidiaries.

9, Called up share capital

2021 2021 2020 2020
Allotted, called up and fully paid Number £m Number £m

Ordinary shares of 5p each 89,455,915 4.4 88,705,915 44

Strategic Report

In April 2020 750,000 shares were issued to the Group’s Employee Benefit Trust. At 31 March 2021 the Trust held 689,307
shares (2020: nil). During the year to 31 March 2021, employees exercised 60,693 share options under the terms of the various
share option schemes (2020: 2,361).

On 18 April 2019, 7,309,867 shares were issued for a gross consideration of £29.2m before costs and £28.2m after costs.

The shares were issued at 400 pence per share, a discount of 3.85 per cent to the closing share price of 416 pence per share
on 15 April 2019. The shares were issued under a cash box structure and accordingly, £0.3m was share capital with the
balance of £27.9m being allocated to a merger reserve. This amount is fully available for distribution.

Cn 17 Cctober 2019, 8,034,840 shares were issued for a gross consideration of £333m before costs and £32.3m after costs.
The shares were issued at 415 pence per share, a discount of 3.9 per cent to the closing share price of 432 pence per share
on 16 October 2012. £0.4m was share capital with the balance of £31.9m being allocated to share premium account.

At 31 March 2027, there were outstanding options for employees of subsidiaries to purchase up to 3,928,273 (2020: 3,306,166)
ordinary shares of 5p each between 2020 and 2030 at prices ranging from £nil per share to £6.04 per share. These are subject
to certain perfoermance conditions as disclosed in note 30 of the Group consclidated financial statements. During the year to
31 March 2021, employees exercised 60,693 share options under the terms of the various share option schemes (2020: 2,361).
The shares exercised during the year ended 31 March 2021 were settled by the Trust.

Corporate Governance

10. Related parties
The Company is exempt under the terms of IAS 24 from disclosing related party transactions with wholly-owned entities
that are part of the Group as these transactions are fully eliminated on consoclidation.

The Company has given guarantees and offset arrangements to suppert bank facilities made available to subsidiary
undertakings.

1. Share-based payments

For detailed disclosures of share-based payments granted to the employees of subsidiaries refer to note 30 of the CGroup
Financial Statements.
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12. Post balance sheet events

There were no matters arising, between the statement of financial position date and the date on which these financial
statements were approved by the Board of Directors, requiring adjustrment in accordance with 1AS10, Events after the
reporting period. The following important nen-adjusting events should be noted:

Dividends

Afinal dividend of 7.0p per share {2020: nil}, amounting te a dividend of £6.2m {2020: nil) and bringing the total dividend
for the year to 10.15p (2020: 2.97p), was declared by the Board on 27 May 2021. The discoverlE plc financial statements do not
reflect this dividend.

Business Combinations

On 13 May 2021, subsequent to the year end, an indirectly held subsidiary of the Company completed the acquisition of
Control Products Inc ('CPI"). CPI was acquired for an initial cash consideration of £81m ($11.4m) on a debt free, cash free basis,
before expenses, funded from the Group's existing debt facilities. In addition, a contingent payment of up to £3.8m ($5.4m)
will be payable subject to CPI achieving certain profit growth targets over a four year period.

Other Information
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FIVE YEAR RECORD

2021 2020 2019 2018 2017
£m £m £m £m £m

Group income statement
Revenue 454.3 466.4 438.9 2879 338.2
GCross profit 155.3 156.7 145.0 126.7 m.0
Underlying operating profit 35.2 371 306 24.5 200
Underlying profit before tax 31.5 32.8 272 21.9 172
Profit before tax 17.0 195 19.3 146 4]
Profit for the year 12.0 14.3 146 106 35
Earnings per share
Underlying diluted earnings per share 26.0p 302p 27.2p 22.3p 19.2p
Fully diluted earnings per share 13.0p 65p 19.4p 14.2p 4p
Dividend per share 10.15p 2.97p 9.55p 2.0p 8.5p
Group statement of financial position
Net debt (47.2) (61.3) (63.3) {52.4) {30.0)
Non-current assets 245.0 2364 1492 136.4 1222
Net assets 208.8 2005 134.7 126.8 1225

The figures for 2020 onwards included the impact of the adoption of IFRS16.
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PRINCIPAL
LOCATIONS

Group head office

Country Company Location
United Kingdom discoverlE Group plc / discoverlE Guildford
Management Services Limited ‘g
g
Custom Supply division 2
Country Compahny Location ‘2
United Kingdom Acal BFi UK Limited Waokingham, Bracknell ﬁ
Acal BFi Central Procurement UK Limited Wokingham
Vertec Scientific Limited Silchester
Belgium Acal BFi Belgium NV/SA Brussels
Denmark Acal BFi Nordic AB Copenhagen
Finland Acal BFi Nordic AB Helsinki
France Acal BFi France SAS Evry M
Gerpmany Acal BFi Germany GrmbH Dietzenbach, Munich E
Italy Acal BFi Italy Srl Milan, Roeme g
Netherlands Acal BFi Netherlands BV Eindhoven é
Norway Acal BFi Nordic AB Honefoss g
South Africa Vertec Scientific SA (pty) Ltd Johannesburg g
Sweden Acal BFi Nordic AB Stockholm, Uppsala g
¥}
Design & Manufacturing division
Country Company Location
United Kingdom Contour Electronics Limited Hook
Cursor Controls Ltd Newark
Heason Technology Limited Horsharm a'g
Herga Technology Limited Bury St. Edmunds E
Noratel UK Limited Nantwich ..'L.';
Positek Limited Cheltenham in
Santon Switchgear Limited Newport -Tg
Sens-Tech Limited Egham E
Stortech Electronics Limited Harlow i
Varichm-Eurosensor Limited Towcester
Belgium NSI BVBA Bilzen
Canada Noratel Canada Inc Toronto

Innovative Electronics
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PRINCIPAL
LOCATIONS

Design & Manufacturing division continued

Country Company Location
China Foshan Noratel Electric Co Limited Foshan City
Zhongshan Myrra Electronic Co Limited Zhongshan
Denmark Noratel Denmark A/S Glostrup
Flux A/5 Asnaes
Finland Noratel Finland CY Salo
France Myrra SAS Bussy-Saint-Georges
Germany Limitor GmbH Urbach
Limitor Solutions GmibH Urbach
MTC Micro Tech Components GmbH Dillingen
Noratel Germany AG Grafenau, Bremen
Santon GmbH Nettetal
Varichm-Eurosensor Heidelberg
Hong Keng Contour Asia Limited Kowloon
Myrra Hong Kong Limited Wanchai
Hungary Limitor Hungaria Elektromechanikai Pecs
Gyarto Kft.
India Noratel India Power Components Kerala, Bangalore
Pvt Limited
Mexico Hobart Electronics Agualeguas, Nogales
Netherlands Santon Holland BV Rotterdam
Norway Foss AS Drammen
Noratel AS Hokksund, Hamar
Poland Myrra Poland sp. z c.o. Kaluszyn
Noratel sp. z 0.0. Szczecinska
Slovakia Foss Fibre Optics s.r.o. Bratislava

South Korea

EMC Innovation Limited

Cheongcheon-Dong

SriLanka Noratel International Pvt Limited Katunayake
Sweden Hectronic AB Uppsala
Noratel Sweden AB Laxa, Vaxjo
Thailand Flux International Limited Bangkok
USA Hobart Electronics Hobart, IN
IMAG Electronics Tempe, AZ
Noratel North America LLC Charlotte, NC
Noratel Power Engineering LLC Carson, CA

Phoenix America LLC

Wayne County, IN
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FINANCIAL CALENDAR
2021/22

Annual General Meeting 29 July 2027

Results £

Interim results for the six months to 30 September 2021 Late November 2021 &
[+

Preliminary announcernent for the year to 31 March 2022 Early June 2022 o
o

Annual Report 2022 Late June 2022 9
[
=
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INFORMATION g
Q
c
1]
c
g
<]
o
2

Registered office Corporate solicitors Registrars g

discoverlE Group plc White & Case LLP Equiniti Limited g

2 Chancellor Court Aspect House v

Occam Road Principal bankers Spenlcer Road

Surrey Research Park Lancing

Guildford Ela?:lk odf I:eIaBndk | West Sussex BN92 6DA

S GU2 78H ydesdale bank pic

Hrrey Citibank NA Inc Telephone: 0371 384 2001
Telephone: 01483 544500 Danske Bank A/S
Stockbrokers

Incorporated in England and Wales HSBC Ba:k UK ple | "g
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Til generalforsamlingen i Trafo Holding AS
Uavhengig revisors beretning

Uttalelse om revisjonen av drsregnskapet

Konklusjon

Vi har revidert Trafo Holding AS' &rsregnskap som bestir av balanse per 31. mars 2021,
resultatregnskap og kontantstremoppstilling for regnskapséret avsluttet per denne datoen og noter til
&rsregnskapet, herunder et sammendrag av viktige regnskapsprinsipper.

Etter var mening er det medfplgende &rsregnskapet avgitt i samsvar med lov og forskrifter og gir et
rettvisende bilde av selskapets finansielle stilling per 31. mars 2021, og av dets resultater og
kontantstremmer for regnskapséret avsluttet per denne datoen i samsvar med regnskapslovens regler
og god regnskapsskikk i Norge.

Grunnlag for konklusjonen

Vi har gjennomfert revisjonen i samsvar med lov, forskrift og god revisjonsskikk i Norge, herunder de
internasjonale revisjonsstandardene International Standards on Auditing (ISA-ene). Vare oppgaver og
plikter i henhold til disse standardene er beskrevet i Revisors oppgaver og plikter ved revisjon av
Arsregnskapet. Vi er uavhengige av selskapet slik det kreves i lov og forskrift, og har overholdt vare
pvrige etiske forpliktelser i samsvar med disse kravene. Etter var oppfatning er innhentet
revisjonsbevis tilstrekkelig og hensiktsmessig som grunnlag for var konklusjon.

Ourig informasjon

Ledelsen er ansvarlig for gvrig informasjon. @vrig informasjon omfatter informasjon i drsrapporten
bortsett fra drsregnskapet og den tilhgrende revisjonsberetningen.

Var uttalelse om revisjonen av &rsregnskapet delkker ikke gvrig informasjon, og vi attesterer ikke den
pvrige informasjonen.

I forbindelse med revisjonen av rsregnskapet er det var oppgave 4 lese pvrig informasjon med det
formaAl & vurdere hvorvidt det foreligger vesentlig inkonsistens mellom @vrig informasjon og
&rsregnskapet, kunnskap vi har opparbeidet oss under revisjonen, eller hvorvidt den tilsynelatende
inneholder vesentlig feilinformasjon.

Dersom vi konkluderer med at den pvrige informasjonen inneholder vesentlig feilinformasjon er vi
péilagt 4 rapportere det. Vi har ingenting 4 rapportere i s henseende.

Styrets ansvar for arsregnskapet

Styret (ledelsen) er ansvarlig for 4 utarbeide &rsregnskapet i samsvar med lov og forskrifter, herunder
for at det gir et rettvisende bilde i samsvar med regnskapslovens regler og god regnskapsskikk i Norge.
Ledelsen er ogsa ansvarlig for slik internkontroll som den finner ngdvendig for & kunne utarbeide et
Arsregnskap som ikke inneholder vesentlig feilinformasjon, verken som felge av misligheter eller
utilsiktede feil.

PricewaterhouseCoopers AS, Stremseg Torg 9, Postboks 2078 Stremse, NO-3003 Drammen
T: 02316, org. no.: 987 009 713 MVA, www.pwe.no
Statsautoriserte revisorer, medlemmer av Den norske Revisorforening og auioriseri regnskapsfererselskap
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Ved utarbeidelsen av arsregnskapet mé ledelsen ta standpunkt til selskapets evne til fortsatt drift og
opplyse om forhold av betydning for fortsatt drift. Forutsetningen om fortsatt drift skal legges til grunn
for Arsregnskapet s& lenge det ikke er sannsynlig at virksomheten vil bli avviklet.

Revisors oppgaver og plikter ved revisjonen av drsregnskapet

Vart mal med revisjonen er 4 oppné betryggende sikkerhet for at drsregnskapet som helhet ikke
inneholder vesentlig feilinformasjon, verken som felge av misligheter eller utilsiktede feil, og & avgi en
revisjonsberetning som inneholder vér konklusjon. Betryggende sikkerhet er en hoy grad av sikkerhet,
men ingen garanti for at en revisjon utfert i samsvar med lov, forskrift og god revisjonsskikk i Norge,
herunder ISA-ene, alltid vil avdekke vesentlig feilinformasjon som eksisterer. Feilinformasjon kan
oppsté som folge av misligheter eller utilsiktede feil. Feilinformasjon blir vardert som vesentlig dersom
den enkeltvis eller samlet med rimelighet kan forventes 4 pévirke gkonomiske beslutninger som
brukerne foretar basert pa Arsregnskapet.

For videre beskrivelse av revisors oppgaver og plikter vises det til:
https://revisorforeningen.no/revisjonsberetninger

Uttalelse om andre lovmessige krav

Konklusjon om arsberetningen

Basert pA vir revisjon av arsregnskapet som beskrevet ovenfor, mener vi at opplysningene i
arsberetningen om arsregnskapet, forutsetningen om fortsatt drift og forslaget til resultatdisponering
er konsistente med arsregnskapet og i samsvar med lov og forskrifter.

Konklusjon om registrering og dokumentasjon

Basert pa var revisjon av arsregnskapet som beskrevet ovenfor, og kontrollhandlinger vi har funnet
npdvendig i henhold til internasjonal standard for attestasjonsoppdrag (ISAE) 3000
«Attestasjonsoppdrag som ikke er revisjon eller forenklet revisorkontroll av historisk finansiell
informasjon», mener vi at ledelsen har oppfylt sin plikt til & sarge for ordentlig og oversiktlig
registrering og dokumentasjon av selskapets regnskapsopplysninger i samsvar med lov og god
bokferingsskikk i Norge.

Drammen, 16. september 2021
PricewaterhouseCoopers AS

Paal @degird
Statsautorisert revisor
{elektronisk signert)

16))]
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Revisjonsberetning

Signers:
Name Method
@degard, Paal BANKID_ MOBILE

This document package contains:
- Closing page (this page}
-The original document(s)
-The electronic signatures. These are not visible in the
document, but are electronically integrated.

®

‘ Securely signed with Brevio

Date
2021-09-29 17:31

This file is sealed with a digital signature.
The seal is a guarantee for the authenticity

of the document,
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Arsregnskap 2020/ 2021
Trafo Holding AS

Styrets drsberetning
Resultatregnskap
Balanse
Kontantstrgm

Noter til regnskapet

Org.nr.: 996 755 193
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Arsberetning 2020/2021 for Trafo Holding AS

Virksomhetens art og hvordan den drives:

Trafo Holding AS er morselskap for Noratel Gruppen. Noratel Gruppen er leverandar av transformatorer,
DC-strgmforsyninger og andre viklede komponenter fra egen produksjon og fra samarbeidspartnere.
Hovedmarkedet er i Europa, men salget foregar til kunder i hele verden. Gruppen har produksjon i Norge,
Sverige, Finland, Polen, Nord Amerika, Sri Lanka, Kina og India. Selskapet er 100 % eid av DiscoveriE Nordic
Holdings Ltd og inngar i DiscoverlE konsernet som er notert p& London bgrsen. Trafo Holding AS avlegger
ikke konsernregnskap, men det henvises til konsernregnskapet for DiscoverlE for mer detaljert informasjon
om konsernet.

Selskapets virksomhet er lokalisert i Hokksund. Det henvises til drsberetningene for datterselskapene og
morselskapet for mer detaljerte opplysninger om hvert enkelt selskap og konsernet. Regnskapsaret
omfatter perioden fra 1. april 2020 til 31. mars 2021.

FORTSATT DRIFT:
Forutsetningen om fortsatt drift er til stede, og &rsregnskapet for 2020/2021 er satt opp under denne
forutsetning. Selskapet vil fremover viderefare samme aktiviteter som tidligere.

ARBEIDSMIU@:

Trafo Holding AS har ingen ansatte. Selskapene i konsernet fgrer oversikt over sykefraveer blant de ansatte,
Det er i konsernet ikke registrert alvorlige skader i lgpet av dret. Konsernet har som mal a vaere en
arbeidsplass der det er full likestilling mellom kvinner og menn. Alle ansettelsesvilkdr og muligheter for
@vrig er uavhengig av kjgnn.

DISKRIMINERING:

Selskapet har gjennom datterselskapene virksomhet i mange land der forskjellige nasjonaliteter, sprak,
religion og livssyn er representert. Selskapet sgker 3 behandle alle likeverdig og forhindre diskriminering og
sikre like muligheter for alle. Styret er ikke kient med diskriminerende forhold i virksomheten. Det er derfor
ikke giennomfart eller iverksatt seerskilte tiltak for 8 fremme formalet i diskrimineringsloven.

YTRE MIU@:

Virksomheten i konsernet har ingen nevneverdige utslipp til fuft, vann eller grunn. Virksomheten
produserer ikke spesiatavfall. Metallavfall fra produksjonen blir levert til gjenvinning hos avfallsforretning.
Emballasjeavfall og brennbart/nedbrytbart produksjonsavfall som ikke gjenbrukes/gjenvinnes leveres pa
godkjent avfallsplass. Det norske selskapet i konsernet er medlem av RENAS AS og Materialretur AS.

FORSKNINGS- OG UTVIKLINGSAKTIVITETER:
Konsernet har ikke hatt vesentlige kostnader til forsknings- og utviklingsaktiviteter i 2020/2021

PKONOMISK UTVIKLING
Selskapet hadde ingen omsetning i regnskapsaret og driftsresultatet ble negativt kr. -44 929. Arsresultatet
ble kr. 11 284 681. Selskapets likviditet og egenkapital er tilfredsstillende.

FREMTIDSUTSIKTER:
Etter styrets mening gir fremlagte resultatregnskaper for selskapet med balanse og tilhgrende noter
rettvisende informasjon om driften og stillingen ved arsskiftet.

FINANSIELL RISIKO:
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Selskapet har ubetydelig valutaecksponering. Selskapet har kredittrisiko pa utlan til andre selskaper i
konsernet. Lanene Igper med flytende rente.

Selskapet har betydelig ldn og er derved eksponert mot renteendringer i kapitalmarkedet. Selskapets gjeld
har flytende rente. Selskapet er i hovedsak finansiert ved ldn fra konsernselskaper. Kreditrammene er fullt
ut tilfredsstillende for selskapets behov. Det er etablert et konsernkontosystem for a styre
likviditetsstrammene i konsernet. Selskapet har pantsatt aksjer i datterselskapet som sikkerhet ovenfor
ldngivere.

ARSRESULTAT OG DISPONERINGER
12021 hadde selskapet et resultat etter skattekostnad p3 kr 11 284 681 som foresl3s disponert slik:

Disponering Belgp
Tilleggsutbytte 100 000 000
Fra annen egenkapital 88 715319

Hokksund, 16.09.2021
Styret i Trafo Holding AS

A ==t SO

Simon Mark Gibhins Paul Howard Neville
Styreleder Styremedlem
Christian Nesset Gregory Dorffini Malherbe

Styremedlem Styremedlem

08.09.2022 kl 14:16 Brgnngysundregistrene Side 203 av 212



- — Brgnngysundregistrene Arsregnskap regnskapsaret 2021 for 996755193

RESULTATREGNSKAP _

TRAFQO HOLDING AS

DRIFTSINNTEKTER OG DRIFTSKOSTNADER Note 2020/2021 2019/2020
Annen driftskostnad 1 44929 29130
Sum driftskostnader 44929 29130
Driftsresultat -44 929 -29130

FINANSINNTEKTER OG FINANSKOSTNADER

Inntekt pa investering i datterselskap 6 17 599 021 43 000 000
Renteinntekt fra foretak i samme konsern 6 0 3950062
Annen renteinntekt 137 899 601 784
Rentekostnad til foretak i samme konsern 6 3224450 4381425
Annen rentekostnad 0 2004
Resultat av finansposter 14512 470 43 168 417
Ordinzert resultat fgr skattekostnad 14 467 540 43 139 287
Skattekostnad p3d ordinaert resultat 2 3182859 31084
Ordinzert resultat 11 284 681 43 108 203
Arsresultat 5 11 284 681 43 108 203
OVERF@RINGER

Tilleggsutbytte 100 000 000 44 000 000
Overfert fra annen egenkapital 88 715319 891 797
Sum overfgringer 11284 681 43 108 203
TRAFO HOLDING AS SIDE4
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BALANSE

TRAFO HOLDING AS
EIENDELER Note 31. mars 2021 31. mars 2020
ANLEGGSMIDLER
IMMATERIELLE EIENDELER

Utsatt skattefordel 2 87 364 373 798
Sum immaterielle eiendeler 87 364 373 798

FINANSIELLE ANLEGGSMIDLER

Investeringer i datterselskap 3 353692501 353692501
Lan til foretak i samme konsern 6 0 84 697 203
Sum finansielle anleggsmidler 353692501 438 389 704
Sum anleggsmidler 353 779 865 438 763 502

OML@PSMIDLER

Andre kortsiktige fordringer 17 747 341 5970
Sum fordringer 17 747 341 5970
Bankinnskudd, kontanter o.l. 17 892 629 35688 840
Sum omligpsmidler 35639970 35694 811
Sum eiendeler 389419835 474 458 313
TRAFD HOLDING AS SIDE 5
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BALANSE |

TRAFO HOLDING AS

EGENKAPITAL OG GJELD Note 31. mars 2021 31. mars 2020
EGENKAPITAL

INNSKUTT EGENKAPITAL

Aksjekapital 4 215 545 458 215 545 458
Egne aksjer 4 -11908 -11908
QOverkurs 72513 835 131 489 311
Sum innskutt egenkapital 288 047 385 347 022 861
OPPTJENT EGENKAPITAL

Annen egenkapital 0 29739 842
Sum opptjent egenkapital 0 29739 842
Sum egenkapital 5 288 047 385 376 762 703
GJELD

ANNEN LANGSIKTIG GIELD
Langsiktig konserngjeld 6 98 453 025 97 648 900
Sum annen langsiktig gjeld 98 453 025 97 648 900

KORTSIKTIG GJELD

Leverandgrgjeld 0 15625
Betalbar skatt 2 2896425 31084
Annen kortsiktig gjeld 23000 0
Sum kortsiktig gjeld 2919425 46 709
Sum gjeld 101 372 450 97 695 609
Sum egenkapital og gjeld 389 419 835 474 458 313

Hokksund, 16.09.2021
Styret i Trafo Holding AS

P T ona

Simon Mark Gibbins Paul Howard Neville
Styreleder Styremedlem

Gregory Dominiglie Malherbe
Styremedlem Styremedlem

TRAFO HOLDING AS SIDE &
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INDIREKTE KONTANTSTR@M

TRAFO HOLDING AS

Note 2020/2021 201972020
KONTANTSTR@MMER FRA OPERASJONELLE AKTIVITETER
Resultat fgr skattekostnad 14 467 540 43 139 287
Periodens betalte skatt 179 404 2778439
Endring i leverandgrgjeld -15 625 15625
Poster klassifisert som invest.- eller finans.aktiviteter 67 902 307 -3 950062
Endring i andre tidsavgrensningsposter 28970 -47 115
Netto kontantstrgm fra operasjonelle aktiviteter 82 203 788 36 379 296
KONTANTSTR@MMER FRA FINANSIERINGSAKTIVITETER
Utbetalinger av utbytte 100 000 000 44 000 000
Netto kontantstrgm fra finansieringsaktiviteter -100 000 000 -44 000 000
Netto endring i kontanter og kontantekvivalenter -17 796 212 -7 620 704
Beh. av kont. og kontantekvivalenter ved per. begynnel 35688 840 43 309 545
Beh. av kont. og kontantekvivalenter ved per. slutt 17 892 629 35688 841
TRAFO HOLDING AS SIDE7
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Regnskapsprinsipper
Arsregnskapet er satt opp i samsvar med regnskapslovens bestemmelser og god regnskapsskikk.

BRUK AV ESTIMATER

| utarbeidelse av drsregnskapet har man brukt estimater og forutsetninger som har pévirket
resultatregnskapet og verdsettelsen av eiendeler og gjeld, samt usikre eiendeler og forpliktelser pa
balansedagen i henhold til gad regnskapsskikk. Omrader som i stor grad inneholder slike skignnsmessige
vurderinger, hay grad av kompleksitet, eller omrider hvor forutsetninger og estimater er vesentlige for
arsregnskapet, er beskrevet i notene.

INNTEKTER

Inntektsfgring ved salg av varer skjer pa leveringstidspunktet. Tjenester inntektsfa@res etter hvert som de
leveres. Inntekter fra salg av tjenester og langsiktige tilvirkingsprosjekter (anleggskontrakter) resultatfores i
takt med prosjektets fulif¢ringsgrad, nar utfallet av transaksjonen kan estimeres pa en pilitelig mite. Nir
transaksjonens utfall ikke kan estimeres pélitelig, vil kun inntekter tilsvarende pélgpte prosjektkostnader
inntektsfgres. | den perioden det blir identifisert at et prosjekt vil gi et negativt resultat, vil det estimerte
tapet pé kontrakten bli resultatfgrt i sin helhet.

SKATT

Skattekostnaden i resultatregnskapet omfatter bide periodens betalbare skatt og endring i utsatt skatt.
Utsatt skatt er beregnet med 22 % pa grunnlag av de midlertidige forskjeller som eksisterer mellom
regnskapsmessige og skattemessige verdier, samt ligningsmessig underskudd til fremfgring ved utgangen
av regnskapsaret. Skattegkende og skattereduserende midlertidige forskjeller som reverserer eller kan
reverseres i samme periode er utlignet og nettofgrt. Netto utsatt skattefordel balansefgres i den grad det
er sannsynlig at denne kan bli utnyttet.

KLASSIFISERING OG VURDERING AV OML@PSMIDLER

Omlgpsmidler og kortsiktig gjeld omfatter normalt poster som forfaller 1il betaling innen ett r etter
balansedagen, samt poster som knytter seg til varekretslgpet. Omlgpsmidler vurderes til laveste verdi av
anskaffelseskost og virkelig verdi. Kortsiktig gjeld balansefgres til nominelt belop pd
transaksjonstidspunktet.

DATTERSELSKAP OG TILKNYTTET SELSKAP

Datterselskap og tilknyttede selskaper vurderes etter kostmetoden i selskapsregnskapet. Investeringen er
vurdert til anskaffelseskost for aksjene med mindre nedskrivning har vaert ngdvendig. Det er foretatt
nedskrivning til virkelig verdi nar verdifall skyldes drsaker som ikke kan forventes a vaere farbigdende og det
m4 anses ngdvendig etter god regnskapsskikk. Nedskrivninger er reversert nar grunnlaget for nedskrivning
ikke lenger er til stede.

Utbytte, konsernbidrag og andre utdelinger fra datterselskap er inntektsfgrt samme ar som det er avsatt i
givers regnskap. Overstiger utbytte / konsernbidraget andelen av opptjent resultat etter
anskaffelsestidspunktet, representerer den overskytende del tilbakebetaling av investert kapital, og
utdelingene er fratrukket investeringens verdii balansen til morselskapet.

FORDRINGER

Kundefordringer og andre fordringer oppfgres til palydende etter fradrag for avsetning til forventet tap.
Avsetning til tap gjgres pa grunnlag av en individuell vurdering av de enkelte fordringene. For gvrige
kundefordringer utfgres en uspesifisert avsetning for & dekke forventet tap pa krav.

KONTANTSTR@MOPPSTILLING
Kontantstrgmoppstillingen er utarbeidet etter den indirekte metoden. Kontanter og kontantekvivalenter
omfatter kontanter, bankinnskudd og andre kortsiktige, likvide plasseringer.
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Note 1 Lgnnskostnader

Trafo Holding AS har ikke hatt Ignns- eller personalkostnader i 2021 og det foreligger heller ingen slike
forpliktelser. Foretaket er saledes ikke pliktig til § ha tjenestepensjonsordning etter lov om ohligatorisk

tjenestepensjon.

Godtgjgrelse til revisor er fordelt pa felgende:

2019/2020
Lovpalagt revisjon 25 854
Andre tjenester 0
Note 2 Skatt
Arets skattekostnad o 2020/2021
Resultatfgrt skatt pa ordinzert resultat:
Betalbar skatt 2 896 425
Endring i utsatt skattefordel 286 434
Skattekostnad ordinaert resultat 3182859
Skattepliktig inntekt:
Ordinaert resultat f@r skatt 14 467 540
Permanente forskjeller 0
Avskaret rentefradrag -1301972
Skattepliktig inntekt 13 165 569
Betalbar skatt i balansen:
Betalbar skatt pa arets resultat -975 360
Betalbar skatt pd mottatt konsernbidrag 3871785
Sum betalbar skatt i balansen 2 896 425
Beregning av effektiv skattesats
Resultat fgr skatt 14 467 540
Beregnet skatt av resultat fgr skatt 3182 859
Skatteeffekt av permanente forskjeller 0
Sum 3182 859
Effektiv skattesats 220%

2019/2020

31084
0
31084

43 139 287
-42 997 996
0

141 291

31084

31084

43 139 287
9490 643
-9 459 559
31084
01%

Skatteeffekten av midlertidige forskjeller som har gitt opphav til utsatt skatt og utsatte skattefordeler,

spesifisert pa typer av midlertidige forskjeller

31. mars 2021

31. mars 2020

Endring

Avskaret rentefradrag -397 109
Grunnlag for utsatt skattefordel -397 109
Utsatt skattefordel {22 %} -87 364

-1699 081
-1 699 081

-373 798

-1301972
-1301972

-286 434
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Note 3 Datterselskap, TS og FKV

Kontor- Eier- Anskaffelses Balansefgrt Egenkapital Resultat

o kommune andel  kost _ verdi
Noratel AS HOKKSUND 100,0 % 353692501 353692501 154268817 57470947
Sum 353692501 353692501 154268817 57470947

Aksjer i datterselskap er stilt som sikkerhet for kansernets gjeld.

Note 4 Aksjonzerer

AKSIEKAPITALEN | TRAFO HOLDING AS PR. 31.03 BESTAR AV:

Antall Palydende Bokfart
Ordinaere aksjer 215 545 458 1,00 215545 458
Sum 215 545 458 215 545 458
EIERSTRUKTUR
De stgrste aksjonarene i % pr. 31.03 var:
Ordinaere Eierandel Stemmeandel
DiISCOVERIE NORDIC HOLDINGS LTD. 215533 550 100,0 100,0
Sum >1% eierandel 215533550 100,0 100,0
Sum gvrige (Egne aksjer) 11908 0 0
Totalt antall aksjer 215 545 458 100,0 100,0
Note 5 Egenkapital
Aksjekapital Overkurs Egne aksjer Annen Sum
o o egenkapital egenkapital
Pr. 31.03.2020 215 545 458 131 489 311 -11908 29739842 376762703
Endringer fgrt mot EK 0 1] 0 0 0
Pr 01.04,2020 215545 458 131489311 -11908 29739842 376762703
Arets resultat 0 0 0 11 284 681 11284 681
Utbytte 0 -58 975476 ) -41024 524  -100 00Q 000
Pr 31.03.2021 215545 458 72513 835 -11908 0 288 047 385
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Note 6 Neerstaende parter

Mellomvarende med selskap i samme konsern 31.03.2021 31.03.2020
Fordringer

Lan til datterselskap . 0 34 697 203
Sum - 0 84 697 203
Gjeld

Langsiktig lan fra DiscoverlE ) _ -98 453 025 -97 648 900
Sum -98 453 025 -97 648 900

Det er for regnskapsaret 2020/2021 inntektsfart kr O i renteinntekter p3 lanet til datterselskapet, i
2019/2020 ble det inntektsfart kr 3 950 062 i renter.

Lanet fra DiscoverlE er belastet med kr 3 224 450 for regnskapsiaret 2020/2021, for regnskapsaret
2019/2020 ble det belastet kr 4 381 425 i renter.

Det er inntektsfgrt konsernbidrag og utbytte fra datterselskap med 17 599 021 for regnskapsaret
2020/2021 og kr 43 000 000 i for regnskapsaret 2019/2020.

Konsernregnskap
Selskapet er morselskap i konsern. Selskapet er datterselskap av Discoverie Nordic Holdings Ltd, England

{UK). Selskapet utarbeider ikke eget konsernregnskap da konsernet konsolideres inn i DiscoverlE.
Konsernregnskapet er tilgjengelig pd morselskapets web-sider.

08.09.2022 kI 14:16 Brgnngysundregistrene Side 211 av 212



EE- Brgnngysundregistrene Arsregnskap regnskapséret 2021 for 996755193

08.09.2022 kI 14:16 Brgnngysundregistrene Side 212 av 212



