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Risks Related to Business Operations and Our Industry We rely heavily on U. S. Government programs for a substantial portion
of our business. Accordingly, changes in U. S. Government priorities or delays or reductions in spending by the U. S.
Government on such programs could have a material adverse effect on our business, financial position, results of operations and
/ or cash flows. Either as a prime contractor or as a subcontractor, we rely heavily on U. S. Government programs, from which
we derived approximately 98 % and 95 % and-94-%-of our sales in fiscal 2024 and fiscal 2023 and-fiseal2022-, respectively.
These U. S Government programs may be only partially or incrementally funded and are subject to potential termination ;.
These programs may also be subject to funding reductions and / or delays due to changes in government priorities or other
factors. Whether direct contracts with the U. S. Government or contracts with prime contractors to the U. S. Government, our
contracts typically are funded at a level less than the full contract value and require periodic incremental additional funding in
order to continue. Should circumstances change regarding funding and sufficient funding become unavailable, contracts may be
terminated, delayed significantly or put on stop work status. U. S. Government contracts are subject to eongressionat
Congressional funding, which may be unavailable due to changes in priorities or subject to continuing resolution, which may
result in funding reductions, eliminations or other effects that could impact our business. Furthermore, budget uncertainty, the
risk of future budget cuts, the potential for U. S. Government shutdowns, and the federal debt ceiling could also adversely affect
our industry and the funding for our current and future contracts. If appropriations are delayed or a government shutdown was to
occur and was to continue for an extended period of time, we could be at risk of program or contract cancellations and other
disruptions and nonpayment. Finally, shifting funding priorities or federal budget changes, could also result in reductions in
overall spending on our contracts and projects, which could adversely impact our business , financial condition, results of
operations and / or cash flows . Changes in funding priorities could reduce opportunities in existing programs and in future
programs where we intend to compete. While we would expect to compete and be well positioned as the incumbent on existing
programs, we may not be successful and, even if we are successful, the replacement programs may be funded at lower levels.
We depend heavily on a small number of larger customers for a substantial portion of our business. The loss of one or more of
our largest customers or programs could have a material adverse effect on our business, financial position, results of operations
and / or cash flows. The Company’ s products are sold to both commercial and governmental customers. For fiscal 2024 and
fiscal 2023 and-fiseal-2022-, approximately 98 % and 95 Y%-and94-% of the Company’ s sales, respectively, were made under
contracts to the U. S. Government or subcontracts for U. S. Government end- use. As a subcontractor, the Company is reliant on
a few large customers that generally hold the ultimate contract with the U. S. Government. During fiscal year 2623-2024 ,
Lockheed Martin, Northrop Grumman, Office of Naval Research and BAE Systems each accounted for more than 10 % of the
Company’ s consolidated revenues. These customers typically incorporate our products into larger programs. If these customers
encounter technical, financial or other issues unrelated to our products that affect the larger program’ s operations, the related
program may be terminated or require expensive, unanticipated revisions. These issues, although unrelated to our products,
could adversely impact us if our customers’ contracts with the U. S. Government become subject to re- competition or are
ultimately cancelled. Additionally, our larger customers are sophisticated corporations with large research and development
staffs and budgets. If one or more sought to design and manufacture replacements for our products, they could potentially
discontinue their need for our products. Alternatively, our larger customers could look to replace our products with the products
of one or more of our competitors. The loss of the U. S. Government or one or more of our other larger customers or programs
could adversely affect our business, financial position, results of operations and / or cash flows We use estimates when
accounting for contracts. Changes in estimated contract revenues and / or changes in costs can affect our profitability and our
overall financial position. Contract accounting requires significant judgment by the Company’ s management with respect to
estimating contract revenues and costs and making assumptions for possible schedule and technical issues. These costs
include planned costs for all phases of the contract and, if needed, costs for any technical issues that arise . Due to the
nature and complexity of many of our contracts, the estimation of total revenues and costs at completion is subject to many
variables and often difficult to predict accurately. As a result, it has, and could in the future, be possible that the Company’ s
estimates when accounting for contracts may prove to be materially incorrect. The Company’ s operating income can be
adversely affected when estimated contract costs increase. Reasons for increased estimated contract costs include: design issues;
changes in estimates of the nature and complexity of the work, including technical or quality issues or requests for additional
work; production challenges, including those resulting from the timeliness of customer funding, unavailability or reduced
productivity of qualified labor; the availability, performance, and quality of significant subcontractors; supplier issues, including
the costs, timeliness and availability of materials and components; changes in laws or regulations; actions necessary for long-
term customer satisfaction; and natural disasters or other matters. We have filed, and may file, requests for equitable adjustment
or claims to seek recovery in whole or in part for our increased costs and aim to protect against these risks through contract terms
and conditions when practical, but the prime contractor or the U. S. Government may disagree with our requests or may not
have funding to cover them. Due to their nature, fixed price contracts inherently tend to have more financial risk than cost- type
contracts, including as a result of inflationary pressures, labor shortages, and increased labor rates. In fiscal 2623-2024 , $+87 %
of our sales were derived from fixed- price contracts. While the Company’ s management uses its best judgment to estimate
costs associated with fixed- price contracts, future events may require adjustments, which could ultimately adversely affect the
Company’ s operating income. Under cost- type contracts, allowable costs incurred by the contractor are generally subject to



reimbursement plus a fee. These cost- type programs typically have award or incentive fees that are uncertain and may be
earned over extended periods or towards the end of the contract. In these cases, the associated financial risks are primarily in
recognizing profit, which ultimately may not be earned, or program cancellation if cost, schedule, or technical performance
issues arise. Changes in underlying assumptions, circumstances or estimates, and the failure to prevail on related claims for
equitable adjustments could have a material adverse effect on our business, financial position, results of operations and / or cash
flows. We face substantial competition in our industry, and if we fail to win future business or experience undue pricing
pressures as a result of such competition, our business, financial position, results of operations and / or cash flows could be
adversely affected. We operate in a highly competitive industry focused on very high- performance products. Many of our
competitors are larger, have greater financial resources and have larger researeh-and-developmentR & D and marketing staffs.
While we also maintain a robust internal researeh-and-development-R & D program that is intended to maintain our technical
edge, the Company is limited in its resources and ultimately may not be able to successfully compete. Technology is advancing
rapidly, and if we are unable to respond effectively to competition, we may lose existing customers, fail to win future business
or experience undue pricing pressures that could affect our financial performance. Certain of our current technologies may
become subject to significant future advancements, which may make our products obsolete or non- competitive. Competitors
may be able to develop new manufacturing technologies that afford them cost and / or schedule advantages compared to our
products. Customers may elect a less expensive product, even where it offers lower performance, in cases where that
performance difference becomes less, compared to our current products. Specifically, the emergence of numerous LEO
commercial satellite systems that have significantly lower requirements for life in orbit may result in new products based on
commercial parts and processes not required for the high performance and / or longer lived geo- synchronous orbit {GESy
satellites for which the Company has typically developed products. This may result in a migration to less capable, but less
expensive products compared to what the Company has traditionally produced. This may result in reduced market share, lower
revenues and impact our business operations and financial conditions. Additionally, competitors may have the benefit of other
contracts that enable them to produce in volume with a concomitant cost advantage that affords them a price advantage. Many of
our customers have in- house capability to develop products comparable to ours and may opt to do so. Accordingly, if we are
unable to continue to compete successfully against our current or future competitors, we may experience declines in future
revenues and market share, which could have a material adverse effect on our financial position, results of operations and / or
cash flows. Our products, which are often incorporated into larger systems, are technologically complex and require state- of-
the- art technology and manufacturing expertise. Any defect in the design, materials or workmanship with respect to our product
could result in system failure. Our products are technologically complex and require state- of- the- art technology and
manufacturing expertise. If a defect in design, materials or workmanship is not identified prior to delivery, the defect can result
in product failure and potentially the loss of mission capability for the systems into which our products are integrated. Costly
satellites cannot be recovered from orbit to repair failed sub- systems, therefore failure of a Company product incorporated into
a satellite may result in the complete loss of the satellite with a significant impact to the Company’ s reputation and future
business prospects. Penalties and possible litigation may result from these types of problems, with potential significant impact to
our financial position, results of operations and / or cash flows. We are dependent on numerous suppliers for various parts,
materials, test services, facility operations and infrastructure. If these suppliers fail to perform or we are unable to procure or
experience significant delays with respect to needed products, materials or services, our financial position, results of operations
and / or cash flows could be materially adversely affected. We are dependent on numerous suppliers for various parts, materials,
test services, facility operations and infrastructure who may, in turn, be affected by factors such as raw material availability,
skilled personnel shortages, pandemics, major weather events or natural disasters and other impacts that affect their ability to
provide the goods and services we require. Disruptions or performance problems caused by our suppliers or failure to meet
regulatory or contractual requirements, have had, and may continue to have, various adverse impacts on the Company, including
our ability to meet our commitments to customers. The inability of our suppliers to perform adequately has resulted in and could
in the future result in the need for us to transition to alternate suppliers if available, which could result in significant incremental
cost and delay or the need for us to provide other resources to support our existing suppliers. The Company is reliant on
suppliers who are space- qualified, limiting the ability to procure certain key materials, such as circuit boards, from other
vendors. When these key suppliers experience quality issues, their products may have to be rejected, causing delays in our
ability to complete projects on schedule and at projected costs. The time and cost associated with resolution of these issues may
impact our financial performance. Consolidation of the industry can result in elimination of suppliers or discontinuation of
certain product lines upon which we are reliant, necessitating lifetime buys of components or the need to redesign electronics to
incorporate different components, having a negative effect on our financial position, results of operations and / or cash flows.
Furthermore, latent supply chain quality issues may affect our product performance and reliability, which may damage our
reputation and impact future business. The success of our business and financial performance is dependent on our ability to
identify, attract, train and retain a highly skilled workforce. We rely on very unique skill sets in our employee population. Our
average employee tenure is approximately 15 years and the median age is approximately 53. Our products rely on very
experienced engineers, physicists and manufacturing personnel who are trained in- house and who acquire competence only
after a lengthy period of time. Given the median age of our average employee, we anticipate that a number of our key personnel
will retire in the coming years. If we are unable to attract, train and retain competent and skilled replacement employees, our
ability to design, develop and manufacture our products will be adversely affected. Furthermore, our operating performance is
also dependent upon personnel who hold security clearances and receive substantial training to work on certain programs or
tasks. If we were to experience an unanticipated attrition with respect to these employees, it will be difficult for us to replace
them on a timely basis. Adverse changes in global economic or geopolitical conditions may adversely affect business operations
and financial condition. Global economic and geopolitical conditions may adversely affect our business operations and financial



condition. Turmoil in world financial markets may impact our supply chain resulting in unavailability of key components and
materials , increasing costs due to delays, need to redesign certain electronics in order to mitigate shortages or schedule impacts
and increasing costs to establish alternate qualified suppliers. These impacts may adversely affect our business due to customer
cancellations, reduced demand for our products and increased costs, which could impact our financial condition. We are also
subject to inflation and recessionary pressures. The current inflationary environment has and may continue to increase our cost
of labor as well as our other operating costs. Likewise, deteriorating economic conditions could reduce the demand for our
products, which could adversely affect our business operations and financial condition. We face various risks related to health
epidemics, pandemics and similar outbreaks, which may have material adverse effects on our business, financial position, results
of operations and / or cash flows. Health epidemics, pandemics and similar outbreaks, such as COVID- 19, create substantial
risk to the Company. Employees work in close proximity to one another. When-Therefore, if an employee is pesitivefor
infected with a communicable disease, such as COVID- 19 , or suspected of being infected, other employees he or she has
come in contact with may also be infected, with a cascading effect on the workforce. In addition to the time off to recover ter
tdehnet f tod)-, there is a need to clean and disinfect the areas where the employee was working and
had frequented in the facility. The nature of the Company’ s business requires mostly “ hands- on ” activities related to design,
manufacturing and testing. Therefore, absenteeism resulting from infectious diseases and cleaning procedures to disinfect
various areas of our facilities can have a significant impact on a contract’ s schedule, with a corresponding impact to costs. The
Company is not able to predict possible future pandemics, but if they manifest, they could have significant adverse effects on
our business, financial position, results of operations and / or cash flows. Our business could be adversely impacted by various
external disruptions. A natural disaster, terrorism, insider threat, workplace violence, civil unrest, damaging weather, fire, act of
war, or similar acts or events could limit our access to our facilities or cause interruption in the supply of electricity, natural gas,
or water or preclude delivery of various supplies or limit the movement of our workforce, which may have a significant adverse
impact to our operations and financial performance. The nature of our business requires mostly “ hands- on * activities at our
facilities to design and manufacture our products. Additionally, our products undergo lengthy testing, and interruption of these
tests for any reason can cause damage to the product and / or necessitate the need to repeat test cycles, with adverse cost and
schedule impacts. Catastrophic effects that result in intrusion of damaging water or other contaminants may cause damage to
sensitive capital equipment, inventory or facilities that could be material. Our ability to recover from these catastrophes may be
limited. As a result, such disruptions could adversely impact our financial position, results of operations and / or cash flows.
Risks Related to Legal, Regulatory and Compliance Matters Our failure to comply with laws, regulations and / or terms we are
subject to could adversely affect our business. We operate in a highly regulated industry and are routinely audited and reviewed
by the U. S. Government and its agencies. These agencies review performance under our contracts, our cost structure and
accounting, and our compliance with applicable laws, regulations, terms and standards, as well as the adequacy of our systems in
meeting government requirements. If an audit uncovers improper or illegal activities, we would be subject to possible civil and
criminal penalties, sanctions, forfeiture of profits or suspension or debarment. Most of our contracts are subject to Federal
Acquisition Regulations (FARs) or Defense Federal Acquisition Regulation Supplement (DFARS). Violation of any of these
regulations can result in significant consequences, including fines, disbarments ;-or other punitive measures by the U. S.
Government. Additionally, the Company has defense department security clearance that is required for performance on several
contracts. Failure to maintain compliant security procedures may result in suspension of our security clearance and inability to
perform on current contracts, as well as limit our ability to be awarded future contracts. The Company is also subject to export
control requirements, anti- boycott regulations and Office of Foreign Assets Control (OFAC) sanctions against business dealings
with certain persons and entities, including its investment in Morion, Inc., a less than wholly- owned subsidiary of state- owned
Russian bank Gazprombank. Violation of any of these requirements may have a material adverse effect on our financial
position, results of operations and / or cash flows. We are subject to various investigations, claims, disputes, enforcement
actions, litigation, and other legal proceedings that could ultimately be resolved against us. We have and may in the future
become subject to investigations, claims, disputes, enforcement actions and administrative, civil or criminal litigation, arbitration
or other legal proceedings across a broad array of matters, including government contracts, commercial transactions, false
claims, false statements, compliance with government orders, mischarging, contract performance, fraud, procurement integrity,
securities laws and requirements, products liability, warranties, hazardous materials, personal injury claims, environmental,
stockholder derivative actions, acquisitions and divestitures, intellectual property, tax, corporate law and obligations,
employment, export / import, anti- corruption, debt and equity, labor, health and safety, the COVID- 19 pandemic and the
Company’ s response to it, accidents, and employee benefits and plans, including plan administration, improper payments y-and
issues related to privacy and security (cyber and physical). These matters can divert financial and management resources; result
in administrative, civil or criminal fines, penalties or other sanctions (including judgments, convictions, consent or other
voluntary decrees or agreements), compensatory, treble or other damages, non- monetary relief sor other liabilities; and
otherwise harm our business and our ability to obtain and retain new business. Certain allegations against us can lead to
suspension or debarment from government contracts. A suspension or debarment could have a material adverse effect on the
Company because of our reliance on U. S. Government contracts. Additionally, an investigation, claim, dispute, enforcement
action or litigation, even if pending or not ultimately substantiated or if fully indemnified or insured, can also negatively impact
our reputation among our customers, and make it substantially more difficult for us to compete effectively for business in the
future. Accordingly, investigations, claims, disputes, enforcement actions, litigation or other legal proceedings could have a
material adverse effect on our financial position, results of operations and / or cash flows. The Company has identified a
material weakness in its internal control over financial reporting for the fiscal year ended April 30, 2024. Although the
Company ’ s failure to establish and maintain effective internal control over financial reporting has not resulted in a material
misstatement of the audited-Company’ s prior annual or interim consolidated financial statements trthe-Formto-—tfor-the



tneffeeﬁv&eentre-l—enﬂfeﬁn&ent—aﬁd-could result in material mlsstatements in future consohdated hnancral statements.
Additionally, the Company’ s failure to establish and maintain effective internal control over financial reporting could result in
the Company’ s failure to meet its reporting and financial obligations, which in turn could have a negative impact on its
financial condition. Maintaining effective internal control over financial reporting is necessary for us to produce reliable
financial statements. ia-As more fully disclosed in Part I1, Item 9A “ Controls and Procedures, ” in the course of preparing
the eendeﬁsed—audlted consohdated rrnancral statements for thls Annual Report on t-he—seeend—qttaﬁe%-f—ﬁse&l%@%—eﬂéeé

assets—&nd—eentraet—habﬁ-r&ewr—ﬂ&e—l‘@%—Z—F orm 10— K, —Fe-l-lewrng—t-he—réent—rﬁe&t—teﬂ—e-ﬁt-hese» the prierCompany an
identified errors- error and-related to the calculation of the revistons— provision for losses on contracts. We determined
that we did not maintain adequate controls over to the review of the calculation of the loss provision , managementre-
evaluated-which the Company concluded constituted a materlal weakness in the Company S 1nternal control over financial
reportrng as oprrll 30, %922—2024 atre-a y W

States)--PCAOB 2)-, a material Weakness is detrned asa detrcrency, ora combrnatron ot detrcrencres in infernal control over
financial reporting such that there is a reasonable possibility that a material misstatement of the annual or interim financial
statements will not be prevented or detected on a timely basis. A material weakness in the design of monitoring controls
indicates that the Company has not sufficiently developed and / or documented internal controls by which management can
review and oversee the Company’ s financial information to detect and correct material errors or that the personnel responsible
for performing the review did not have the sufficient skill set or knowledge of the subject matter to perform a proper
assessment. To remediate As-arestlt-ofthe material weaknesses—- weakness, the Company has implemented changes to its
loss provision calculation and enhanced its controls over the review of the loss provision calculation to ensure
appropriateness. The Company believes that its remediation plan will be sufficient to remediate the identified material
weakness and strengthen its internal control over financial reporting. The Company believes by April 30, 2025 , the
Company’ s next annual reporting date, is sufficient time to remediate the material weakness fully or, if not fully
remediated, to complete testing of the remediated controls. As the Company continues to evaluate and work to improve
its 1nternal control over financlal reportlng, management may determlne eene}uded—ﬂ&at—ﬂ&e—atuiﬁed-eeﬁsehd&ted—ﬁﬁ&neta}

y to take
addltlonal measures tts—Z(-)Q—Z—Feﬂﬂ—l-G-—Iém—efder—to address control deﬁc1enc1es eeﬁeet—t-he—&ud-tted-eerrsehd&ted—ﬁnaﬁeta-}
statementsfor— or determlne he : - S d

assure you that ﬁew—addltlonal materral Weaknesses tn—eu%h&teﬁ&al—eeﬁtfel-eveeﬁﬂaﬁeial—fepef&ng—wﬂl not arrse in the future

Any failure to remediate main

their—- the tna-p-}efnentﬁt-teﬂ-materlal weakness eeu-}d-resu-}t—rn-or the development of new materral Weaknesses in the
Company’ s internal control over financial reporting, could result in future material misstatements in its consolidated financial
statements and cause the Company to fail to meet its reporting and financial obligations, which in turn could have a negative
impact on the Company’ s financial condition. Risks Related to Information Technology and Intellectual Property Our business
could be adversely impacted by significant cybersecurity attacks. As a U. S. Government defense industry contractor, the
Company has experienced cybersecurity attacks in the past and may be subjected to significant cybersecurity attacks in the
future in an effort to, among other things, steal intellectual property, disrupt operations, embed ransomware ;-or initiate insider
attacks. Although we implement various measures and controls to monitor and mitigate risks associated with these threats and to
increase the cyber resiliency of our infrastructure and products, there can be no assurance that these processes will be sufficient.
Our inability to defend effectively against cyberattacks may result in disruption of operations, loss of significant intellectual
property, compromise of employee’ s personal information or violation of government contractor requirements for information
security. These could result in reputational damage, fines, litigation, operational impacts or significant costs for mitigation and /
or recovery, all with adverse consequences to our financial position, results of operations and / or cash flows. Claims by third
parties that our products infringe their intellectual property could result in costly disputes and / or require us to develop alternate
designs. We may become subject to claims for infringement of intellectual property, which could result in litigation costs or
require us to incur costs for developing alternate designs that may require extensive testing and qualification to meet contract
obligations. This could result in adverse consequences to our financial position, results of operations and / or cash flows. Risks
Related to Our Common Stock Our stock price may continue to be volatile. The trading price of our common stock may
continue to be volatile. As a result, investors in our common stock may experience substantial losses. This volatility may or may
not be related to our operating performance. Our operating results, from time to time, may be below the expectations of public
market analysts and investors, which could have a material adverse effect on the market price of our common stock. The
relatively low trading volume of our common stock may limit your ability to sell your shares. Although our shares of common
stock are listed on the Nasdaq Global Market, we have historically experienced a relatively low trading volume of
approximately 43-18 , 000 shares per trading day. If our low trading volume continues, holders of shares of our common stock



may have difficulty selling shares of our common stock in the manner, at the time, or at a price they desire. If significant
existing stockholders sell large numbers of shares of our common stock, our common stock price could decline. Approximately
56-43 . 4-6 % of our outstanding common stock is held by 6-5 individuals or entities. The market price of our common stock
could decline if a large number of our shares of outstanding common stock are sold in the public market by our existing
stockholders or as a result of the perception that such sales could occur. Due to the relatively low trading volume of our shares
of common stock, the sale of a large number of shares of our outstanding common stock may significantly depress the price of
our common stock.



