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SONARDYNE INTERNATIONAL LIMITED

STRATEGIC REPORT
FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2021

The directors present the strategic report for the nine month period ended 31 December 2021.

Statement by the directors relating to their statutory duties under section 172(1) of the Companies Act
2006

The Directors, in line with their duties under s172 of the Companies Act 2006, act individually and

collectively in the way they consider, in good faith, would be most likely to promote the success of the company
and its subsidiaries (‘Company’) for the benefit of its members, and in doing so have regard, amongst other
matters, to the: '

Likely consequences of any decision in the long term

Interests of the Company’s employees

Need to foster the Company’s business relationships with suppliers, customers and others
Impact of the Company's operations on the community and the environment

Desirability of the Company maintaining a reputation for high standards of business conduct
Need to act fairly between members of the Company

The Directors’ regard to these matters forms an integral part of day to day business. Decisions are taken in line
with the policies, processes and culture embedded within the Company and shaped by the Company's
governance framework, strategy, culture, information sharing and stakeholder engagement processes.

Achieving success in the long term lies at the core of our business strategy. Success is considered in terms of
key stakeholders and where their interests lie. Opportunities for growth and diversification are a central theme
and risks that threaten the achievement of such opportunities are identified and monitored. The Company has
established a clear framework for strategic development looking forward for at least five years.

The Board promotes a strong culture of upholding the highest standards of business conduct and regulatory
conduct. Ethical values are communicated to the Company’s employees and embedded in the Company’s
policies and procedures, employee induction and training programmes and its risk control and oversight
framework.

The Board recognises that respectful stakeholder relationships are vital to the long-term success of the business
and that positive engagement can help enhance the operations and success of the Company.

The Directors are supported in the discharge of their duties by:

* Agenda planning for Boards and Committee meetings to provide sufficient time for the consideration
and discussion of key matters.

* Proportionate and focused board reporting processes with clear identification of decisions required to be
taken by the Board.

* Processes which ensure the provision of timely management information and escalation through
reporting lines to the Board, and onward to the parent company and shareholders, from the Company’s
business areas, its risk and control functions, support teams and committees of the Board.

» Strict operation of reserved matter processes ensuring decisions are taken by the appropriate Board
within the Company.

* Detailed induction process on commencement of employment enabling a thorough introduction to the
Company.




SONARDYNE INTERNATIONAL LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2021

Stakeholders

The Board understands the importance of engagement with all its stakeholders and gives appropriate weighting
to the outcome of its decisions for the relevant stakeholder in considering how best to promote the success of
the Company.

The Board regularly discusses issues concerning employees, clients, suppliers, community and environment
and its shareholders, which it takes into account in its discussions and in its decision-making process. An annual
Stakeholder Analysis review is conducted as part of the preparation for reviewing the five year strategic
framework.

In addition to this, the Board seeks to understand the interests and views of the Company’s stakeholders by
engaging with them directly when required.
The below summarises the key stakeholders and how we engage with each:

i§takeholders [Engagement

Employees It is of vital importance that our employees consider the Company to be an
engaging and rewarding place to work. We have a friendly and collaborative
working culture where employees are encouraged to have a voice and use their,
creativity and drive.

We consult with staff in a manner that fits with good practice in the jurisdictions in
which we operate and according to the size of the trading company.

We regularly monitor the range of pay and benefits across the Company to ensure
they remain attractive and have a wide range of employee benefits to offer,
including a number of wellbeing initiatives.

We engage in active performance management with our employees including
establishing clear objectives for staff and using objective appraisal methods.

We invest in all our employees by providing Company wide training on compliance
matters such as data protection and anti-bribery as well as individual skills and
experience based training. This is in addition to specific job training which is also
encouraged.

Regular Company presentations are delivered where updates are provided to
employees and opportunities given for employees to ask questions and similar‘
updates are delivered by the parent company focussing on wider group
performance.

A newsletter is circulated to all employees which includes details of recent sales
activities and other business matters but also includes more informal features such
as profiles of individual employees and social activities to improve collective
engagement across the business.

An employee forum, created several years ago, provides another avenue through;
which employees can raise ideas, provide feedback and ask questions via
nominated representatives.

We provide funding for employees for endeavours which allow a number of‘
sporting and social activities to be enjoyed by interested employees and in some,
jurisdictions operate a matching fund to support them in charitable endeavours. |

)




SONARDYNE INTERNATIONAL LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2021

Building and maintaining strong relationships with our customers is a top priority.

The nature of our business is that we can help solve our customers’ technical
challenges and make opportunities become realities. We communicate regularly
with our customers and support that communication with know-how, guidance and
training virtually and in person. In addition to direct visits, we also attend trade
shows and exhibitions providing face to face contact with customers.

We work with other group operating companies, where synergies exist, to provide
a cohesive approach to helping our customers. :

We use customer feedback to improve the services we can provide. This includes,
for example, our regular customer engagement surveys which determine the Net
Promotor Score of the Company. The results are monitored by the Senior
Management Team on behalf of the Board and any anomalies are brought to the
attention of the Board in order that the findings can help improve customer
engagement.

We continue to look for innovative solutions that not only improve the quality and
efficiency of the service we provide to customers but also make it easier and more
cost-effective for customers to deal with us.

Pur govérnance framework includesibolicies and processes aimed at fostering
strong supplier relationships. We are clear on our expectations of suppliers as set
out in our Supplier Code of Conduct.

Due diligence is undertaken prior to appointing new suppliers and information i'sl
gathered to assess their suitability such as their anti-bribery and corruption
practices, modern slavery policies and conflict minerals risk.

As travel restrictlons have started to ease we have recommenced supplier visits
and on-site quality audits in support of our working relationships with our suppliers.
We understand the challenges faced by many of our suppliers caused by post—1

pandemic supply chain issues and work with them to |dent|fy mutually acceptable;
pragmatic solutions.

We ensure that suppliers are paid in a timely manner in accordance with our,
obligations.




SONARDYNE INTERNATIONAL LIMITED

STRATEGIC REPORT (CONTINUED)

FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2021

[Eommunity &
Environment

Shareholders

The Board's approach to communlty and environment continues to be vataIIy

‘limportant.

The solar arrays installed across the HQ site have now been in operation for over
eighteen months. They continue to provide over one quarter of the total electricity
.consumption at the site, thereby reducing demand on the network, with the surplus:
electricity generated at times of lower demand from the company being supplced
back to the National Grid.

Solar arrays have also been installed at our offices in Brazil and the company hasf

continued to investigate further steps it can take to reduce its carbon footprint.

As a result, the wider community benefits both directly and indirectly from the

company’s investments and initiatives.

We continue to support the activities of the management company for the business

park on which the HQ is situated which continues to work with the local Council in
order to seek benefits for the local business community.

The Board continues to commit and broaden the Companys work and associations,
with educational establishments, providing support in particular for programmes m
Newcastle University, Heriot Watt University and Southampton University.

\
i

We provide regular reports to, and hold regular meetings with, our 'béfént'éorﬁbanf

which, in turn, feed into regular discussions and briefings with the group’s

shareholders. This ensures decisions are made at the appropriate level and that

we incorporate the interests and needs of our shareholders into our long term

business planning.




SONARDYNE INTERNATIONAL LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2021

Review of the business

At the start of the year, the decision was made to align financial reporting periods for all group companies. As a
result, the company has changed its financial year end to 31 December.

Turnover for the 8 month period was £24.5m compared to £32.7m for the year to March 2021. Pre tax profit for
the 9 month period was £0.5m (year to March 2021 - £2.4m).

Results for the period are in line with expectations. Following the reduction in revenue seen in 2020, as the
Covid-19 pandemic affected business activity around the world, the position has stabilised as companies adapt
to the changed trading environment and start to plan for a post-pandemic recovery. Order intake has been
particularly strong and has exceeded expectations. On a pro-rata basis, turnover is unchanged however the
order bank has increased by over 40% since the start of the financial period showing increased confidence and
renewed activity across all sectors. The oil and gas sector continues to be the company’s major market and the
company will service and support those customers, responding to their changing needs as the energy transition
gathers pace. At the same time, an increasing proportion of the company’s business is being derived from other
markets. The broader revenue base arising from diverse markets helps to protect the company from volatility or
cyclical fluctuations in any one market which, in turn, enables the company to make continued investment in new
technologies and capabilities which deliver better solutions for customers in all sectors.

Throughout the period, the impact of the Covid-19 pandemic continued to be felt across all areas of the business
in all the locations in which we operate. The solutions and working practices implemented in the previous year
continued to be of valuable benefit and enabled the company to work safely and effectively whilst satisfying the
needs of customers in a challenging trading environment. As travel restrictions started to ease, we were pleased
to be able to deliver more on-site support in addition to virtual support that had become the norm for the past
year. We were also able to meet face to face with more of our key customers and suppliers as trade shows
started to resume and on-site meetings became viable once again. Despite the easing of restrictions, the
company remains vigilant, well aware that Covid-19 still presents a risk to the business. The directors continue
to strike a balance between taking advantage of the opening up of economies and protecting our staff and our
business operations.

At the end of the year John Ramsden retired from the company after 24 years’ service in various senior
positions, including over 10 years as the company’s Managing Director prior to taking up the role of CEO of the
company'’s parent, Covelya Group. At the end of April, Dr Ralph Rayner retired after nearly 16 years’ service with
the company as either non-executive director or non-executive Chairman and, latterly, non-executive Chairman
of Covelya Group. The directors and shareholders would like to thank both of them for their contributions to the
business through a period of considerable change.

The outlook for the coming year is very positive although there is still great uncertainty around the continuing
impact of the Covid-19 pandemic and the effects of the war in Ukraine. Supply chain issues leading to material
shortages, longer lead times and increasing prices also pose a significant threat. Whilst taking steps to mitigate
the wider threats to the business, the Company is well placed to seize the opportunities presented by increasing
business confidence and a ‘more positive trading outlook. The Board of Directors remains optimistic for the
future.




- SONARDYNE INTERNATIONAL LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2021

Principal Risks and Uncertainties

All activities of the Company are controlled by the Board which meets regularly to review the performance of the
Company. The Board reviews the principal risks to the business and where it is deemed appropriate, puts in
place ways to mitigate those risks.

A detailed annual budget is prepared and approved by the Board at the beginning of each financial year.
Reporting against this budget is done on a monthly basis with detailed monthly management accounts produced
to strict deadlines. A rolling twelve month forecast is produced quarterly to provide insight into the longer term
outlook for the business.

Cash and debtors are monitored on a daily basis.

Principal risks and uncertainties include:
» Periods of lower activity in the offshore oil industry causing a further fall in our customers' capital
budgets in the core markets
* Disruption to the supply chain and the effects of higher global inflation affecting material availability and
prices :
The continuing impact of the Covid-19 pandemic and resulting restrictions on the global economy
The volatility of the UK pound against other international currencies
The alignment of risk in negotiated contract terms with the available rewards
The scarcity of candidates in the job market and the effects of wage inflation

The Company's policies to mitigate these risks include diversification into other market areas, supply chain
management, strong treasury management to minimise exchange risks, effective contract negotiation
procedures, year on year investment in new products and a total commitment to making the company a great
place to work in order to attract and retain talent.

Key Performance Indicators :

Key performance indicators are used throughout the business. In the monthly management accounts these
include measures and comparatives for employee numbers, capital expenditure, order intake, sales turnover,
gross margins, pre-tax profit, order bank, cash and debtors.

Order intake is broadly similar compared pro-rata to the prior year
Turnover has remained consistent pro-rata to the prior year

Staff numbers have reduced slightly compared to the prior year

The company has continued to maintain a very strong balance sheet

Employees

Details of the average number of employees and related costs can be found in note 7 to the financial
statements. Applications for employment by disabled persons are always fully considered. In the event of
members of staff becoming disabled every effort is made to ensure that their employment with the Company
continues and that appropriate training is arranged. It is the policy of the Company that the training, career
development and promotion of disabled persons should, as far as possible, be identical with that of other
employees.

The Company keeps employees informed on matters relevant to them as employees through regular meetings
and newsletters. Senior management meet regularly with a committee of staff representatives to discuss issues
raised by employees and to consult on a range of matters affecting employees' interests. In addition to this,
updates are also provided to all staff on the parent group’s performance along with the future plans for the
Company. ‘




SONARDYNE INTERNATIONAL LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2021

Streamlined Energy and Carbon Reporting
Although our emissions have risen in 2021 compared to 2020, this is because of disproportionate reductions
in travel and transport in 2020, due to the impact of the Covid-19 pandemic. Overall emissions are
significantly below the levels reported prior to 2020 due to our investment in energy from renewable sources.
Procurement of 100% renewable electricity and, from 1st October 2021, renewable “Green Gas” will assist
our goal to become carbon neutral by 2025.

Figures are as follows, based on the calendar year:

2021 2020
Energy consumption
Aggregate of UK energy consumption in the year kWh kWh
- Gas combustion 174,356 167,472
- Fuel consumed for transport 171,846 123,224
- Electricity purchased 1,270,585 1,241,312
1,616,787 1,532,008
Emissions of CO2 equivalent Metric Metric
Tonnes Tonnes
Scope 1 - direct emissions
- Gas combustion 31.94 30.79
- Fuel consumed for owned transport 4434 31.22
76.28 62.01
Scope 2 - indirect emissions
- Electricity purchased 269.78 289.40
Scope 3 - other indirect emissions
- Business travel in employee owned vehicles 3.72 4.92
Associated Greenhouse net gas emissions
(Tonnes CO2e) 72.4* 66.9*
Intensity ratio
(Net Tonnes CO2e per employee) 0.27 0.22

*In 2021, renewable energy (Electricity and from 1st October 2021 - gas) reduced
emissions by 277.42 tonnes of CO2 equivalent (2020: 289.40 tCO2e).

The following principles were used in compiling the figures:
Organisational boundary A financial control approach has been taken.

Intensity measurement We have chosen net emissions in tonnes of CO2e per
employee as our intensity metric.




SONARDYNE INTERNATIONAL LIMITED

STRATEGIC REPORT (CONTINUED)

FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2021

Renewable energy offset

On behalf of the board

M Davey
Director

Date

100% renewable electricity was procured for the whole of
2020 and 2021. Renewable “Green™ Gas was also procured
from October 2021. To account for this, conversion factors
have been applied across 12 months to determine gross
emissions, prior to applying a renewable energy offset to
calculate net emissions.




SONARDYNE INTERNATIONAL LIMITED

" DIRECTORS' REPORT
FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2021

The directors present their annual report and financial statements for the nine month period ended 31 December
2021.

Principal activities
The principal activity of the company continued to be that of the design, manufacture and supply of electronic
and mechanical instruments for the offshore energy, ocean science and maritime security and defence markets.

Directors

The directors who held office during the nine month period and up to the date of signature of the financial
statements were as follows:

S C Partridge

G Brown

M Chibah (Resigned 29 April 2022)

M Davey

S J Fasham

D Newborough

J R Norton

J E Ramsden (Resigned 31 December 2021)
R F Rayner (Resigned 1 May 2022)

S P Martin

S M Dunn (Appointed 28 September 2021)

Resuits and dividends
The results for the nine month period are set out on page 14.

No ordinary dividends were paid. The directors do not recommend payment of a final dividend.

Political and charitable donations
It is the company policy not to make political donations.

During the year the company made charitable donations totalling £250 (31 March 2021 - £12,000).

Statement of directors’ responsibilities
The directors are responsible for preparing the annual report and the financial statements in accordance with
applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under thatlaw the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law). Under company law
the directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the company and of the profit or loss of the company for that period. In preparing
these financial statements, the directors are required to:

» select suitable accounting policies and then apply them consistently;

* make judgements and accounting estimates that are reasonable and prudent;

» state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements;

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




SONARDYNE INTERNATIONAL LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2021

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

Statement of disclosure to auditor

So far as each person who was a director at the date of approving this report is aware, there is no relevant audit
information of which the company’s auditor is unaware. Additionally, the directors individually have taken all the
necessary steps that they ought to have taken as directors in order to make themselves aware of all relevant
audit information and to establish that the company’s auditor is aware of that information.

On behalf of the board

M Davey
Director

-10-



SONARDYNE INTERNATIONAL LIMITED

INDEPENDENT AUDITOR'S REPORT
TO THE MEMBER OF SONARDYNE INTERNATIONAL LIMITED

Opinion

We have audited the financial statements of Sonardyne International Limited (the 'company') for the nine month
period ended 31 December 2021 which comprise the statement of comprehensive income, the balance sheet,
the statement of changes in equity and notes to the financial statements, including significant accounting
policies. The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards, including FRS 102 The Financial Reporting Standard applicable in the UK and
Republic of Ireland (United Kingdom Generally Accepted Accounting Practice).

In our opinion the financial statements:
« give a true and fair view of the state of the company’s affairs as at 31 December 2021 and of its profit for the
nine month period then ended;
« have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;
and
» have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

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

Conclusions relating to going concern
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.

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 company's ability to continue as a
going concern for a period of at least twelve months from when the financial statements are authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the
relevant sections of this report.

Other information

The other information comprises the information included in the annual report other than the financial statements
and our auditor's report thereon. The directors are responsible for the other information contained within the
annual report. Our opinion on the financial statements does not cover the other information and, except to the
extent otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon. Our
responsibility is to read the other information and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or our knowledge obtained in the course of the audit, or
otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether this gives rise to a material misstatement in the financial
statements themselves. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of our audit:
« the information given in the strategic report and the directors' report for the financial nine month period for
which the financial statements are prepared is consistent with the financial statements; and
« the strategic report and the directors' report have been prepared in accordance with applicable legal
requirements.

-11-



SONARDYNE INTERNATIONAL LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBER OF SONARDYNE INTERNATIONAL LIMITED

Matters on which we are required to report by exception

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

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

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

the financial statements are not in agreement with the accounting records and returns; or

certain disclosures of directors' remuneration specified by law are not made; or

* we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the directors' responsibilities statement, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error. In preparing the financial statements, the
directors are responsible for assessing 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 company or to cease operations, or have no realistic alternative but to do
so.

Auditor's responsibilities for the audit of the financial statements

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

A further description of our responsibilities is available on the Financial Reporting Council’'s website at: https:/
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor's report.

-12.



SONARDYNE INTERNATIONAL LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBER OF SONARDYNE INTERNATIONAL LIMITED

Extent to which the audit was considered capable of detecting irregularities, including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures
in line with our responsibilities, outlined above and on the Financial Reporting Council's website, to detect
material misstatements in respect of irregularities, including fraud.

We obtain and update our understanding of the entity, its activities, its control environment, and likely future
developments, including in relation to the legal and regulatory framework applicable and how the entity is
complying with that framework. Based on this understanding, we identify and assess the risks of material
misstatement of the financial statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our
opinion. This includes consideration of the risk of acts by the entity that were contrary to applicable laws and
regulations, including fraud.

In response to the risk of irregularities and non-compliance with laws and regulations, including fraud, we
designed procedures which included:

* Enquiry of management and those charged with governance around actual and potential litigation and
claims as well as actual, suspected and alleged fraud;

* Reviewing minutes of meetings of those charged with govemance

* Assessing the extent of compliance with the laws and regulations considered to have a direct material
effect on the financial statements or the operations of the company through enquiry and inspection;

* Reviewing financial statement disclosures and testing to supporting documentation to assess
compliance with applicable laws and regulations;

» Performing audit work over the risk of management bias and override of controls, including testing of
journal entries and other adjustments for appropriateness, evaluating the business rationale of
significant transactions outside the normal course of business and reviewing accounting estimates for
indicators of potential bias.

Because of the inherent limitations of an audit, there is a risk that we will not detect all irregularities, including
those leading to a material misstatement in the financial statements or non-compliance with regulation. This risk
increases the more that compliance with a law or regulation is removed from the events and transactions
reflected in the financial statements, as we will be less likely to become aware of instances of non-
compliance. The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

Use of our report

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

A zed= Audt Sewicg

Robert Southey (Senior Statutory Auditor)
For and on behalf of Azets Audit Services Date: 3Augu St2022

Chartered Accountants

Statutory Auditor ~ Ashcombe Court
Woolsack Way
Godalming
Surrey
United Kingdom
GU7 1LQ

-13-



SONARDYNE INTERNATIONAL LIMITED |

STATEMENT OF COMPREHENSIVE INCOME
FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2021

Turnover
Cost of sales

Gross profit
Administrative expenses
Other operating income
Exceptional items

Operating p}oﬁt

Interest receivable and similar income
Interest payable and similar expenses

Profit before taxation

Tax on profit

Profit for the financial nine month period

Other comprehensive income

Notes

1

Total comprehensive income for the nine month period

Period
ended

31 December

2021
£

24,539,830
(10,631,212)

13,908,618
(13,619,787)

31,032

165,054

484,917

1,425
486,342
245,125

731,467

731,467

Year
ended

31 March
2021

£

32,717,976
(11,441,306)

21,276,670
(19,321,030)

543,100
(59,778)

2,438,962

5,857
(3.577)

2,441,242
(82,990)

2,358,252

2,358,252

The Statement of Comprehensive Income has been prepared on the basis that all operations are continuing

operations.

-14-



SONARDYNE INTERNATIONAL LIMITED

BALANCE SHEET
AS AT 31 DECEMBER 2021

Fixed assets
Tangible assets
Investments

Current assets

Stocks

Debtors

Cash at bank and in hand

Creditors: amounts falling due within
one year

Net current assets

Total assets less current liabilities
Provisions for liabilities

Provisions
Deferred tax liability

Net assets

@

Capital and reserves
Called up share capital
Profit and loss reserves

Total equity

and are signed on its behalf by:

M Davey
Director

Company Registration No. 01299452

Notes

13

14

17
18

19

20
21

23

31 December

2021
£ £
7,990,172
112,621
8,102,793
11,957,661
14,874,938
4,952,747
31,785,346
(5,081,707)
26,703,639
34,806,432
310,000
96,665
(406,665)
34,399,767
12,286,362
22,113,405

34,399,767

31 March
2021
£ £
7,874,570
112,621
7,987,191
12,264,395
10,484,225
7,768,829
30,517,449
(4,526,340)
25,991,109
33,978,300
310,000
(310,000)
33,668,300
12,286,362
21,381,938

33,668,300
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SONARDYNE INTERNATIONAL LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2021

Share Profit and Total
capital loss
reserves
Notes £ £ £
Balance at 1 April 2020 500,000 50,577,304 51,077,304
Year ended 31 March 2021:
Profit and total comprehensive income for the year - 2,358,252 2,358,252
Issue of share capital 23 11,786,362 - 11,786,362
Distribution in specie 12 - (31,553,618) (31,553,618)
Balance at 31 March 2021 12,286,362 21,381,938 33,668,300
Period ended 31 December 2021:
Profit and total comprehensive income for the period - 731,467 731,467
Balance at 31 December 2021 12,286,362 22,113,405 34,399,767
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SONARDYNE INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2021

1.1

Accounting policies

Company information .

Sonardyne International Limited is a private company limited by shares incorporated in England and
Wales. The registered office is Ocean House, Blackbushe Business Park, Saxony Way, Yateley,
Hampshire, GU46 6GD.

Accounting convention

These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland” (“FRS 102") and the requirements of the
Companies Act 2006.

The financial statements are prepared in sterling, which is the functional currency of the company.
Monetary amounts in these financial statements are rounded to the nearest £.

The financial statements have been prepared under the historical cost convention. The principal
accounting policies adopted are set out below.

Exemptions for qualifying entities under FRS102

This company is a qualifying entity for the purposes of FRS 102, being a member of a group where the
parent of that group prepares publicly available consolidated financial statements, including this company,
which are intended to give a true and fair view of the assets, liabilities, financial position and profit or loss
of the group. The company has therefore taken advantage of exemptions from the following disclosure
requirements:

» Section 7 ‘Statement of Cash Flows': Presentation of a statement of cash flow and related notes
and disclosures;

« Section 11 ‘Basic Financial Instruments’ and Section 12 ‘Other Financial Instrument Issues’”:
Interest income/expense and net gains/losses for each category of financial instrument; basis of
determining fair values; details of collateral, loan defaults or breaches, details of hedges, hedging
fair value changes recognised in profit or loss and in other comprehensive income;

» Section 33 ‘Related Party Disclosures’: Compensation for key management personnel.

The company has taken advantage of the exemption under section 400 of the Companies Act 2006 not to
prepare consolidated accounts. The financial statements present information about the company as an
individual entity and not about its group.

Sonardyne International Limited is a wholly owned subsidiary of Covelya Group Limited (formerly
Sonardyne Group Limited) and the results of Sonardyne International Limited are included in the
consolidated financial statements of Covelya Group Limited (formerly Sonardyne Group Limited) which are
available from Ocean House, Blackbushe Business Park, Saxony Way, Yateley, Hampshire, GU46 6GD.

Related party exemption

The company has taken advantage of exemptlon under the terms of Financial Reporting Standard 102
‘The Financial Reporting Standard applicable in the UK and Republic of Ireland’, not to disclose related
party transactions with wholly owned subsidiaries within the group.
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SONARDYNE INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2021

1.2

1.3

1.4

1.5

1.6

Accounting policies (Continued)

Going concern

At the time of approving the financial statements, the directors have a reasonable expectation that the
company has adequate resources to continue in operational existence for the foreseeable future. Thus the
directors continue to adopt the going concern basis of accounting in preparing the financial statements.

However, not all future events or conditions can be predicted and, given the current context of the Covid-19
pandemic, this statement is not a guarantee as to the company's ability to continue as a going concern. In
particular, it is difficult to evaluate all the potential implications on the company’s trade, customers,
suppliers and the wider economy. The directors have considered the impact Covid-19 has had on the
company and believe the financial consequences of any direct impact has been minimal aithough the
effect of indirect impacts is less easy to predict. The company’s sites have all continued to operate in a
Covid-secure manner enabling an uninterrupted supply of products and services to be provided to
customers. The directors and management have taken active steps to adapt to the changing commercial
environment in order to mitigate the impact of any future reduction in revenues and protect the cash flow of
the company. '

Reporting period
The current year financial statements were prepared for a period of nine months from 1 April 2021 to 31
December 2021. This was a short period in order to bring the year end in line with other group companies.

Turnover

Turnover is recognised at the fair value of the consideration received or receivable for goods and services
provided in the normal course of business, and is shown net of VAT and other sales related taxes. The fair
value of consideration takes into account trade discounts, settlement discounts and volume rebates.

Revenue in respect of equipment and systems sales is recognised when goods have been despatched to
the customer in accordance with the sales agreement. Maintenance and repair services are invoiced at the
completion of the servicing work carried out.

The company has a number of short term sales contracts. Sales are recognised on the delivery of a
definable element of the contract. The income is treated as deferred until the corresponding goods or
services are deemed to have been delivered in accordance with the contract. The income, costs and profit
are then released to the statement of comprehensive income.

Research and development expenditure
Research and development expenditure is written off against profits in the year in which it is incurred.

Tangible fixed assets

Tangible fixed assets are initially measured at cost and subsequently measured at cost net of depreciation
and any impairment losses.

Depreciation is recognised so as to write off the cost or valuation of assets less their residual values over
their useful lives on the following bases:

Freehold property and Leasehold 2% straight line
improvements

Plant and equipment 15% and 25% straight line
Fixtures and fittings 25% straight line

Motor vehicles ‘ 25% straight line

Boats and instruments 25% straight line
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SONARDYNE INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2021

1.7

1.8

1.9

Accounting policies (Continued)

The gain or loss arising on the disposal of an asset is determined as the difference between the sale
proceeds and the carrying value of the asset, and is credited or charged to profit or loss.

Fixed asset investments
Interests in subsidiaries and associates entities held as fixed assets are shown at cost less provision for
permanent impairment.

A subsidiary is an entity controlled by the company. Control is the power to govern the financial and
operating policies of the entity so as to obtain benefits from its activities.

An associate is an entity, being neither a subsidiary nor a joint venture, in which the company holds a long-
term interest and where the company has significant influence. The company considers that it has
significant influence where it has the power to participate in the financial and operating decisions of the
associate.

Impairment of fixed assets

At each reporting period end date, the company reviews the carrying amounts of its tangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any). Where it is not possible to estimate the recoverable amount of an individual asset,
the company estimates the recoverable amount of the cash-generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset for
which the estimates of future cash flows have not been adjusted.

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.
An impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a
revalued amount, in which case the impairment loss is treated as a revaluation decrease.

Recognised impairment losses are reversed if, and only if, the reasons for the impairment loss have
ceased to apply. Where an impairment loss subsequently reverses, the carrying amount of the asset (or
cash-generating unit) is increased to the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount that would have been determined had no
impairment loss been recognised for the asset (or cash-generating unit) in prior years. A reversal of an
impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a
revalued amount, in which case the reversal of the impairment loss is treated as a revaluation increase.

Stocks

Stock and work in progress are stated at the lower of cost and estimated selling price less costs to
complete and sell. Cost comprises direct materials and, where applicable, direct labour costs and those
overheads that have been incurred in bringing the stocks to their present location and condition.The
proportion of overheads which is capitalised is dependent on the stage of completion.

At each reporting date, an assessment is made for impairment. Any excess of the carrying amount of
stocks over its estimated selling price less costs to complete and sell is recognised as an impairment loss
in profit or loss. Reversals of impairment losses are also recognised in profit or loss.
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SONARDYNE INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2021

1.10

1.1

Accounting policies (Continued)

Cash and cash equivalents
Cash and cash equivalents are basic financial assets and include cash at banks and in hand, other short-
term liquid investments with original maturities of three months or less.

Financial instruments
The company has elected to apply the provisions of Section 11 ‘Basic Financial Instruments’ and Section
12 ‘Other Financial Instruments Issues’ of FRS 102 to all of its financial instruments.

Financial instruments are recognised in the company's balance sheet when the company becomes party to
the contractual provisions of the instrument.

Basic financial assets

Basic financial assets, which include debtors and cash and bank balances, are initially measured at
transaction price including transaction costs and are subsequently carried at amortised cost using the
effective interest method unless the arrangement constitutes a financing transaction, where the transaction
is measured at the present value of the future receipts discounted at a market rate of interest. Financial
assets classified as receivable within one year are not amortised.

Other financial assets

Other financial assets, including investments in equity instruments which are not subsidiaries, associates
or joint ventures, are initially measured at fair value, which is normally the transaction price. Such assets
are subsequently carried at fair value and the changes in fair value are recognised in profit or loss, except
that investments in equity instruments that are not publicly traded and whose fair values cannot be
measured reliably are measured at cost less impairment.

Impairment of financial assets
Financial assets, other than those held at fair value through profit and loss, are assessed for indicators of
impairment at each reporting end date.

Financial assets are impaired where there is objective evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset, the estimated future cash flows have been
affected. If an asset is impaired, the impairment loss is the difference between the carrying amount and the
present value of the estimated cash flows discounted at the asset's original effective interest rate. The
impairment loss is recognised in profit or loss.

If there is a decrease in the impairment loss arising from an event occurring after the impairment was
recognised, the impairment is reversed. The reversal is such that the current carrying amount does not
exceed what the carrying amount would have been, had the |mpa|rment not previously been recognised.
The impairment reversal is recognised in profit or loss.

Derecognition of financial assets

Financial assets are derecognised only when the contractual rights to the cash flows from the asset expire
or are settled, or when the company transfers the financial asset and substantially all the risks and rewards
of ownership to another entity, or if some significant risks and rewards of ownership are retained but
control of the asset has transferred to another party that is able to sell the asset in its entirety to an
unrelated third party.

Classification of financial liabilities

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the
assets of the company after deducting all of its liabilities.
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SONARDYNE INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2021

1

1.12

1.13

1.14

Accounting policies (Continued)

Basic financial liabilities

Basic financial liabilities, including creditors and loans from fellow group companies are initially recognised
at transaction price unless the arrangement constitutes a financing transaction, where the debt instrument
is measured at the present value of the future payments discounted at a market rate of interest. Financial
liabilities classified as payable within one year are not amortised.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary course
of business from suppliers. Amounts payable are classified as current liabilities if payment is due within
one year or less. If not, they are presented as non-current liabilities. Trade creditors are recognised initially
at transaction price and subsequently measured at amortised cost using the effective interest method.

Other financial liabilities

Derivatives, including interest rate swaps and forward foreign exchange contracts, are not basic financial
instruments. Derivatives are initially recognised at fair value on the date a derivative contract is entered
into and are subsequently re-measured at their fair value. Changes in the fair value of derivatives are
recognised in profit or loss in finance costs or finance income as appropriate, unless hedge accounting is
applied and the hedge is a cash flow hedge.

Derecognition of financial liabilities

Financial liabilities are derecognised when the company’s contractual obligations expire or are discharged
or cancelled.

Equity instruments

Equity instruments issued by the company are recorded at the proceeds received, net of transaction costs.
Dividends payable on equity instruments are recognised as liabilities once they are no longer at the
discretion of the company.

Derivatives
The company uses forward foreign currency contracts to reduce exposure to foreign exchange rates.

Derivatives are initially recognised at fair value at the date a derivative contract is entered into and are
subsequently remeasured to fair value at each reporting end date. The resulting gain or loss is recognised
in profit or loss immediately.

A derivative with a positive fair value is recognised as a financial asset, whereas a derivative with a
negative fair value is recognised as a financial liability.

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.

Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as
reported in the profit and loss account because it excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that are never taxable or deductible. The company’s
liability for current tax is calculated using tax rates that have been enacted or substantively enacted by the
reporting end date.
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SONARDYNE INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2021

1.15

1.16

1.17

1.18

1.19

Accounting policies (Continued)

Deferred tax

Deferred tax liabilities are generally recognised for all timing differences and deferred tax assets are
recognised to the extent that it is probable that they will be recovered against the reversal of deferred tax
liabilities or other future taxable profits. Such assets and liabilities are not recognised if the timing
difference arises from goodwill or from the initial recognition of other assets and liabilities in a transaction
that affects neither the tax profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each reporting end date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the
asset to be recovered. Deferred tax is calculated at the tax rates that are expected to apply in the period
when the liability is settled or the asset is realised. Deferred tax is charged or credited in the profit and loss
account, except when it relates to items charged or credited directly to equity, in which case the deferred
tax is also dealt with in equity. Deferred tax assets and liabilities are offset when the company has a legally
enforceable right to offset current tax assets and liabilities and the deferred tax assets and liabilities relate
to taxes levied by the same tax authority.

Provisions )

Provisions are recognised when the company has a legal or constructive present obligation as a result of a
past event, it is probable that the company will be required to settle that obligation and a reliable estimate
can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the
present obligation at the reporting end date, taking into account the risks and uncertainties surrounding the
obligation. Where the effect of the time value of money is material, the amount expected to be required to
settle the obligation is recognised at present value. When a provision is measured at present value, the
unwinding of the discount is recognised as a finance cost in profit or loss in the period in which it arises.

Employee benefits
The costs of short-term employee benefits are recognised as a liability and an expense, unless those costs
are required to be recognised as part of the cost of stock or fixed assets.

The cost of any unused holiday entitlement is recognised in the period in which the employee’s services
are received.

Retirement benefits
Payments to defined contribution retirement benefit schemes are charged as an expense as they fall due.

Leases

Rentals payable under operating leases, including any lease incentives received, are charged to profit or
loss on a straight line basis over the term of the relevant lease except where another more systematic
basis is more representative of the time pattern in which economic benefits from the leases asset are
consumed.

Government grants
Government grants are recognised at the fair value of the asset received or receivable when there is
reasonable assurance that the grant conditions will be met and the grants will be received.

A grant that specifies performance conditions is recognised in income when the performance conditions
are met. Where a grant does not specify performance conditions it is recognised in.income when the
proceeds are received or receivable. A grant received before the recognition criteria are satisfied is
recognised as a liability.

-22.



SONARDYNE INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2021

1.20

Accounting policies {Continued)

Foreign exchange

Transactions in currencies other than pounds sterling are recorded at the rates of exchange prevailing at
the dates of the transactions. At each reporting end date, monetary assets and liabilities that are
denominated in foreign currencies are retranslated at the rates prevailing on the reporting end date. Gains
and losses arising on translation in the period are included in profit or loss.

Judgements and key sources of estimation uncerta'inty .

In the application of the company’s accounting policies, the directors are required to make judgements,
estimates and assumptions about the carrying amount of assets and liabilities that are not readily apparent
from other sources. The estimates and associated assumptions are based on historical experience and
other factors that are considered to be relevant. Actual results may differ from these estimates.

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

Key sources of estimation uncertainty

The estimates and assumptions which have a significant risk of causing a material adjustment to the
carrying amount of assets and liabilities are as follows.

Warranty provision

Warranties are offered on all products supplied. The repair costs, which include material and labour costs
associated with warranty work are recognised as the repair work is undertaken. Provision is made at the
year end for estimated warranty work required to be undertaken.

Stock provision

The provision for slow moving and obsolete stock is made based on the number of years' usage held, with
the provision staggered across the years. Consignment stock is provided for based on the date of last use,
with any item not used in the last 12 months being provided for in full. Obsolete stock is fully provided for.

Turnover and other revenue

The turnover and profit before taxation are attributable to the one principal activity of the company.

An analysis of the company's turnover is as follows:
31 December 31 March

2021 2021
£ £

Turnover analysed by class of business
Goods 22,630,493 29,433,468
Other 1,909,337 3,284,508

24,539,830 32,717,976
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SONARDYNE INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2021

3

Turnover and other revenue (Continued)
31 December 31 March
2021 2021
£ £
Other significant revenue
Interest income - 5,857
Grants received 31,032 543,100
31 December 31 March
2021 2021
£ - £
Turnover analysed by geographical market
United Kingdom 6,482,643 8,028,280
European Union 2,147,781 2,604,633
Asia . 5,377,318 7,385,373
Americas 6,883,027 7,153,718
Rest of the World 3,649,061 7,545,972
24,539,830 32,717,976
Exceptional item
31 December 31 March
2021 2021
£ £
Expenditure
Exceptional items (165,054) 59,778

In the period, the company decreased its provision against a debtor balance with Sonardyne Brasil
Limitada by £165,054 (31 March 2021 - increase of £59,778). Sonardyne Brasil Limitada is a 100%

subsidiary held indirectly through Sonardyne Overseas Holdings Limited.

Operating profit
31 December

2021
Operating profit for the period is stated after charging/(crediting): £
Exchange differences apart from those arising on financial instruments
measured at fair value through profit or loss (20,111)
Research and development costs 1,346,299
Government grants _ (31,032)
Depreciation of owned tangible fixed assets 947,534
Loss on disposal of tangible fixed assets 3,770
Operating lease charges 219,201

31 March
2021

£

227,044
1,762,498
(543,100)
1,364,492
7,417
56,962
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SONARDYNE INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2021

6 Auditor's remuneration

Fees payable to the company's auditor and associates:

For audit services
Audit of the financial statements of the company

For other services

Taxation compliance services
All other non-audit services

7 Employees

31 December 31 March
2021 2021
£ £
29,500 28,950
9,800 7,750
3,950 3,230
13,750 10,980

The average monthly number of persons (including directors) employed by the company during the nine

month period was:

Technical
Administrative

Total

Their aggregate remuneration comprised:

Wages and salaries

Social security costs
Pension costs

31 December 31 March
2021 2021
Number Number

162 181

90 87

252 268

31 December 31 March
2021 2021

£ £

9,276,317 13,519,553
1,050,249 1,398,993
722,577 969,317
11,049,143 15,887,863

-25-



SONARDYNE INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2021

8 Directors' remuneration
31 December 31 March
2021 2021
£ £
Remuneration for qualifying services 1,177,000 1,360,828
Company pension contributions to defined contribution schemes 98,550 107,515
1,275,550 1,468,343
The number of directors for whom retirement benefits are accruing under defined contribution schemes
amounted to 9 (31 March 2021 - 8).
Remuneration disclosed above include the following amounts paid to the highest paid director:
31 December 31 March
2021 2021
£ £
Remuneration for qualifying services 205,198 259,463
9 Interest receivable and similar income
31 December 31 March
2021 2021
£ £
Interest income .
Interest on bank deposits - 5,857
Investment income includes the following:
Interest on financial assets not measured at fair value through profit or loss - 5,857
10 Interest payable and similar expenses ‘
31 December 31 March
2021 2021
£ £
Other finance costs:
Finance costs for financial instruments measured at fair value through profit
or loss (1,425) 1,046
Other interest - 2,531
(1,425) 3,577
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SONARDYNE INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2021

11 Taxation

31 December 31 March
2021 2021
£ £
Current tax
UK corporation tax on profits for the current period - 156,505
Adjustments in respect of prior periods (81,432) 5,251
Total UK current tax ' (81,432) 161,756
Foreign current tax on profits for the current period - 16,261
Total current tax (81,432) 178,017
Deferred tax
Origination and reversal of timing differences (182,993) (95,027)
Changes in tax rates 19,300 -
Total deferred tax (163,693) (95,027)
Total tax (credit)/charge (245,125) 82,990

The actual (credit)/charge for the nine month period can be reconciled to the expected charge for the nine

month period based on the profit or loss and the standard rate of tax as follows:

31 December 31 March

2021 2021

£ £

Profit before taxation 486,342 2,441,242

Expected tax charge based on the standard rate of corporation tax in the UK

of 19.00% (31 March 2021: 19.00%) 92,405 463,836
Tax effect of expenses that are not deductible in determining taxable profit 858 15,869
Tax effect of income not taxable in determining taxable profit 716 1,409
Unutilised tax losses carried forward 240,723 -
Double tax relief - (14,044)
Permanent capital allowances in excess of depreciation (146,536) (31,841)
Research and development tax credit (237,298) (250,247)
Other non-reversing timing differences 49,132 25,060
Effect of overseas tax rates - 16,261
Under/(over) provided in prior years (81,432) 5,251
Patent box relief - (64,895)
Disallowable exceptional items - 11,358
Deferred tax (163,693) (95,027)
Taxation (credit)/charge for the period (245,125) 82,990
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2021

12 Distributions
31 December 31 March

2021 2021
£ £
Distribution in specie . - 31,553,618
13 Tangible fixed assets
Freehold -Plant and Fixtures and Motor Boats and Total
property and equipment fittings vehicles instruments
Leasehold
improvements
£ £ £ £ £ £
Cost
At 1 April 2021 6,823,567 8,283,954 3,699,684 158,637 4,043,039 23,008,881
Additions .- 921,511 142,982 - 51,877 1,116,370
Disposals ‘ - (183,858) (173,746) - (44,684) (402,288)
At 31 December 2021 6,823,567 9,021,607 3,668,920 158,637 4,050,232 23,722,963
Depreciation and
impairment
At 1 April 2021 1,377,258 6,723,487 3,294,639 136,702 3,602,225 15,134,311
Depreciation charged in the
nine month period 73,400 549,793 169,989 11,579 142,773 947,534
Eliminated in respect of
disposals - (152,278) (161,643) - (35,133)  (349,054)
At 31 December 2021 1,450,658 7,121,002 3,302,985 148,281 3,709,865 15,732,791
Carrying amount
At 31 December 2021 5,372,909 1,900,605 365,935 10,356 340,367 7,990,172
At 31 March 2021 5,446,309 1,560,467 405,045 21,935 440,814 7,874,570
14 Fixed asset investments
31 December 31 March
2021 2021
Notes £ £
Investments in subsidiaries 15 26,996 26,996
Investments in associates 16 85,625 85,625
112,621 112,621
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
- FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2021

15 Subsidiaries

Details of the company's subsidiaries at 31 December 2021 are as follows:

Name of undertaking Registered office Nature of business Class of % Held
shares held Direct Indirect
. Sonardyne Inc. 8280 Willow Place Drive North, Suite Retail of electronic and  Ordinary 100.00 -
130, Houston, Texas, 77070 USA mechanical equipment
Sonardyne Asia PTE 34 Loyang Crescent, Block B, Retail of electronic and  Ordinary 100.00 -
Limited Singapore, 508993 mechanical equipment
Sonardyne Overseas  Ocean House, Blackbushe Business Holding company Ordinary 100.00 -
Holdings Limited Park, Saxony Way, Yateley, GU46 6GD
Solardyne Limited Ocean House, Blackbushe Business Generation of electricity Ordinary 100.00 -
Park, Saxony Way, Yateley, GU46 6GD
Sonardyne Brazil Ocean House, Blackbushe Business Holding company Ordinary - 100.00
Limited Park, Saxony Way, Yateley, GU46 6GD
Sonardyne Brasil Av. Zen Lotes 05 E 06 Quadra D Zen, Retail of electronic and  Ordinary - 100.00
Limitada Rio Das Ostras, RJ Cep 28880-000, mechanical equipment
Brasil
16 Associates
Details of the company's associates at 31 December 2021 are as follows:
Name of undertaking Registered office Nature of business  Class of % Held
shares held Direct
Lumasys Inc. 97 Water Street, PO Box 613, Woods Hole, Subsea optical Ordinary 30.00
MA 02543 USA communication
solutions
17 Stocks
31 December 31 March
2021 2021
£ £
Raw materials and consumables 7,916,932 7,779,310
Work in progress 3,633,051 4,157,941
Finished goods and goods for reésale 507,678 327,144
11,957,661 12,264,395

Consignment stock of £871,627 (31 March 2021 - £875,547) is held in the balance sheet at the year end.
The items are held by sales partners both overseas and in the UK. No deposit is held in relation to the
items and all risks and rewards of the stock remain with the company.

The difference between the purchase price or production cost of stocks and their replacement cost is not

material.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
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18 Debtors
31 December 31 March
2021 2021
Amounts falling due within one year: £ £
Trade debtors 4,525,871 3,310,311
Corporation tax recoverable : 81,775 -
Amounts owed by group undertakings 8,536,565 5,636,203
Other debtors 175,364 115,806
Prepayments and accrued income 1,239,431 1,466,331
14,559,006 10,428,651
Deferred tax asset (note 21) 299,683 16,541
14,858,689 10,445,192
31 December 31 March
2021 2021
Amounts falling due after more than one year: £ £
Deferred tax asset (note 21) 16,249 39,033
Total debtors 14,874,938 10,484,225

19 Creditors: amounts falling due within one year
31 December 31 March

2021 2021

£ £

Trade creditors 670,229 849,573
Amounts owed to group undertakings 1,171,676 610,860
Corporation tax - 93,176
Other taxation and social security 398,606 446,876
Other creditors 490 2,393
Accruals and deferred income 2,840,706 2,523,462

5,081,707 4,526,340

Included in Trade Creditors is an amount of £213,471 (31 March 2021 - £137,245) which relates to
customer deposits.
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SONARDYNE INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2021

20 Provisions for liabilities

31 December 31 March
2021 2021

£ £

Other provision ’ 310,000 310,000

Movements on provisions:

Other
provision
£

At 1 April 2021 and 31 December 2021 310,000

Warranty provision

A provision of £310,000 (31 March 2021 - £310,000) has been recognised for anticipated warranty claims
on products sold during the last financial year. It is expected that most of this expenditure will be incurred
within the next financial year.

21 Deferred taxation

The following are the major deferred tax liabilities and assets recognised by the company and movements

thereon:

Liabilities Liabilities Assets Assets

31 December 31 March 31 December 31 March

2021 2021 2021 2021

Balances: . £ £ £ £
Accelerated capital allowances 96,665 - - 26,683
Tax losses - - 240,723 -
Retirement benefit obligations : - - 58,959 16,541
Holiday pay - - 16,250 12,350
96,665 - 315,932 55,574

31 December

. 2021

Movements in the nine month period: £
Asset at 1 April 2021 (565,574)
Credit to profit or loss (182,993)
Effect of change in tax rate - profit or loss 19,300
Asset at 31 December 2021 (219,267)
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2021

21 Deferred taxation (Continued)

Deferred taxation

The portion of the deferred taxation liability/ (asset) set out above which is not expected to reverse within
12 months relates to accelerated capital allowances of £96,665 (March 2021 - £(26,683)) and other timing
differences of £(16,250) (March 2021 - £(12,350)). Other timing differences expected to mature within 12
months amount to £(58,959) (March 2021 - £(16,541)) alongside tax losses carried forwards of £240,723
(31 March 2021 - £Nil)

22 Retirement benefit schemes
31 December 31 March

2021 2021
Defined contribution schemes £ £

Charge to profit or loss in respect of defined contribution schemes 722,577 969,317

The company operates a defined contribution pension scheme for all qualifying employees. The assets of
the scheme are held separately from those of the company in an independently administered fund. There
were £117,785 (31 March 2021 - £87,779) of outstanding contributions at the year end.

23 Share capital
31 December 31 March 31 December 31 March

2021 2021 2021 2021
Ordinary share capital Number Number £ £
Issued and fully paid
Ordinary of £1 each 12,286,362 12,286,362 12,286,362 12,286,362

Ordinary shares are non-redeemable and carry full voting and participating rights.

24 Financial commitments, guarantees and contingent liabilities

At 31 December 2021 the company had commitments to buy:
NOK 600,000 for £50,041 (31 March 2021 - nil).
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25 Operating lease commitments

26

27

28

Lessee

At the reporting end date the company had outstanding commitments for future minimum lease payments
under non-cancellable operating leases, which fall due as follows:

31 December 31 March

2021 2021

£ £

Within one year 109,210 294,493
Between two and five years 37,792 49,864
147,002 344,357

Capital commitments

Amounts contracted for but not provided in the financial statements:
31 December 31 March

2021 2021
£ £
Acquisition of tangible fixed assets 130,402 229,412

Related party transactions

During the period the company made purchases from Lumasys Inc, a 30% owned associate, of £208,426
(31 March 2021 - £169,425). At the period end £nil was outstanding (31 March 2021 - £25,203).

Ultimate controlling party

The company's ultimate parent company and controlling party is Sonardyne Holdings Limited, a company
registered in England and Wales at registered address, Ocean House, Blackbushe Business Park, Saxony
Way, Yateley, GU46 6GD. This is also the largest group in which the results of the company are
consolidated. Copies of the group financial statements of Sonardyne Holdings Limited are available from
Companies House, Crown Way, Cardiff, CF14 3UZ.

During the prior year Covelya Group Limited (formerly Sonardyne Group Limited) became the company's
immediate parent. The smallest group in which the results of the company are consolidated is Covelya
Group Limited (formerly Sonardyne Group Limited).
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