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Preliminary Results for the Year ended 30 September 2007

Andor Technology plc (AND.L) one of the world's leading developers and

manufacturers of high performance digital cameras, today announces preliminary

results for the year ended 30 September 2007.

Financial Highlights

   •Turnover up 10.5% to £21.3m (2006: £19.2m)

   •EBITDA increased 4% to £2.1m (2006: £2.0m)

   •Operating profit* up 1.2% to £1.42m (2006: £1.40m)

   •Profit before tax* up 2.7% to £1.35m (2006: £1.31m)

   •At constant currency turnover up 16% PBT up 23%

   •Diluted earnings per share down 17% to 4.22p (2006: 5.08p)

   •Working capital focus delivered stock reduction of £0.2m (2006: increase

    £1.3m)

   •Net assets of £12.1m (2006: £10.7m) and net cash £0.6m (2006: zero)

*pre amortization and share based payments

Operational Highlights

   •Asia Pacific order intake grew 47% following opening of office in Beijing

   •Targeted growth in OEM sales delivered 17% increase in year

   •Award of $1m design contract for security application

   •Successful launch of new products: iDus InGaAs, Luca-R, iKon-M and iCam

   •Significant investment in engineering resource to accelerate product

    delivery

   •Initiated cost reduction programs across the business

   •Institute of Physics Gold Medal award for innovation to CTO Dr Donal

    Denvir

Commenting on the results Conor Walsh, Chief Executive of Andor Technology,

said:

"For the tenth year in succession Andor has achieved record turnover, up over

10% on the prior year. Our focus is on accelerating organic growth, reducing

cost and creating further competitive advantage by product innovation. On each

of these fronts we are making real progress and we remain confident about the

long term prospects for the business."

For further information, please contact:

Andor Technology plc                          Tel. +44 (0) 28 9023 7126

Conor Walsh, Chief Executive

Bryan Keating, Executive Chairman

Smithfield Consultants                        Tel. +44 (0) 20 7360 4900

George Hudson / Gemma Froggatt

Notes to Editors:

Andor Technology is one of the world's leading developers and the fastest

growing manufacturer of high performance light measuring solutions (digital

cameras). Established in 1989, as a spin out from Queen's University Belfast,

Andor products are sold to customers in over 44 countries in three target

markets: Scientific Research, Instrumentation/OEM and Space and Security.

Andor's mission is to develop the best solutions to light measuring problems and

is at the forefront of innovation, pioneering ground breaking technologies.

Scientific Research: Andor provides digital camera solutions for many of the

world's leading academic and research establishments including Oxford,

Cambridge, MIT and Harvard. A range of imaging and spectroscopy cameras are used

across the spectrum of scientific disciplines including Physics, Chemistry,

Biology and Astronomy.

Instrumentation/OEM: Andor provides commercial organisations and OEMs with

advanced and versatile detectors and spectrographs. Andor specialises in the

creation of complete system solutions, from tailored collection optics and

spectrographs to software.

Space and Security: Using cutting edge technology, Andor has developed low light

solutions for the space and security sectors including applications for

surveillance and reconnaissance systems, time resolved low light applications

and detection systems for hazardous materials. Andor has also developed

innovative digital imaging and spectroscopy hardware and software for several

agencies, governments and space programs around the world including NASA.

Andor Technology administers www.EMCCD.com - a site which educates and informs

the scientific community on how Electron Multiplying Charge Coupled Device

(EMCCD) technology works, how it can be optimised and who is using it and for

what applications. EMCCD has a profound influence on photon starved imaging

applications and allows scientists to see things they have never been able to

see before, from live cell microscopy to photon counting astronomy and raman

spectroscopy.

Chief Executive's Statement

Overview

I am pleased to present my first report as CEO of Andor, following my

appointment in May of this year. Andor is a great company with an impressive

history. It has a track record of year on year revenue growth that dates back to

1997 and has been profitable since 1999. Headquartered in Belfast, Northern

Ireland today we employ over 180 people around the world selling to more than

1,200 customers in 44 countries. We are competing on the global stage and

winning because we listen to our customers, understand their science and needs

and we deliver to them innovative products at a price performance unmatched in

the industry.

Andor's transition from university spin out to commercially driven organisation

is nearing completion but there are still things to do. We need to better

balance our exposure to single markets, seek out further innovations in our

product portfolio that create increased competitive advantage and improve

profitability. This is the backbone of our strategy and on each of these fronts

we have implemented plans that we are confident will deliver the next stage of

Andor's growth.

Strong Revenue Growth

Turning to the year just finished and for the 10th year in succession we

achieved record turnover of £21.3m, up 10.5% on the previous year. Operating

profit (adjusted for amortisation and share based payments) was £1.4m up 1.2%

and profit before tax on the same basis was £1.35m up 2.7%. Unadjusted operating

profit was £1.35m (2006: £1.40m). The global nature of our business has meant

that the further depreciation of the US Dollar and the Japanese Yen against

Sterling has had a material impact on these results. At constant currency sales

would have been £1.0m higher and profit before tax £340,000 higher. That said

the company is financially strong, with net assets now up to £12.1m, cash to

fund our growth plans of £3.0m and cash net of debt of £0.6m.

Segment Review - Scientific Research

Sales to the scientific research community grew by 8% to £15.2m and now

represent 71% of Andor's business. We saw significant growth in order intake

across many of our key regions with Europe now overtaking the US as our largest

geographic market. Germany and France grew by 28% and 22% respectively while

Eastern European countries grew by 20%. In the US sales grew by 2% in dollar

terms which was less than expected. Delays in the passing of US national

scientific research budgets had a considerable impact on customer procurement

decisions. The expected upturn in the second half of 2007 did not materialise

and forecasts for 2008 indicate this situation will continue.

We announced in December 2006 the opening of our new office in Beijing, China

and in April 2007 the appointment of Titan Electro-Optics as our distributor for

China and Taiwan. As a result order intake in the region grew in the period by

47%. With a full years sales in 2008 we remain confident of our projection of

circa $2m revenue from this channel. Sales in the systems division (formed from

the acquisition of Kinetic Imaging) grew by 19% and with additional resources

and product releases for 2008 we expect to see further growth from this part of

our business. During the year we launched the iDus InGaAs detector for the near

infa-red market, the Luca-R megapixel EMCCD camera which is a cost effective

solution ideal for fluorescence microscopy, the iKon-M, a deep cooled camera for

light starved applications in astronomy and bio-science and iCam, an innovation

incorporated into our EMCCD imaging camera range to improve acquisition

efficiency.

Segment Review - OEM

Sales to our OEM customers grew by 17% to £6.0m and now represent 28% of Andor's

business. This supports our strategy to grow OEM as a percentage of sales and

achieve a better balance between research and industrial customers. We have

dedicated engineering resource to OEM prioritising existing customers who have

immediate end user demand. We will deliver prototypes by December 2007 and

expect to see this move to production quantities by the summer of 2008. Longer

term we have plans that will deliver mid priced products for the OEM customer

thus significantly increasing our addressable market.

Going forward we will include under OEM our security business. We will focus on

specific projects that customers will fund through the design phase and follow

our existing OEM model. We announced in September the award of two design

contracts for security based applications valued in excess of $1m. The

commercialisation of the resultant products is expected in 2009 - 2011. These

are the first contracts of their nature in the history of Andor, and signal a

new approach to product development.

Chief Executive's Statement (continued)

Management

At Andor our people are our strength. This year we implemented a job evaluation

and performance management system across the company that positions us much

better to retain and manage the career development of our staff. We added to our

sales teams by opening offices in Osaka, Japan and in Beijing, China both of

which are showing early signs of success, and we strengthened our sales and

technical resource within our systems division. We have further added to our

engineering team which has allowed us to plan accelerations of our product

roadmap and introduce another level of commercial awareness and rigour.

We are very proud of the award of Gold Medal from the Institute of Physics to

our Technical Director and co-founder Dr Donal Denvir. Donal was selected for

his outstanding contribution to the development of Andor and the application of

physics in a commercial environment. Also this year we were awarded the

Chartered Institute of Marketing award for Export Marketing. This is the third

time in four years we have received this award recognizing excellence in global

marketing and shows remarkable consistency on behalf of the team.

Financial Review in Detail

Turnover grew by 10.5% to £21.3m (2006: £19.2m). Europe has overtaken the US as

our largest geographic market with sales increasing by 31% to £9.9m. Sales to

Asia Pacific increased by 8% to £4.0m and the US reduced by 8% to £7.4m. At

constant currency these regions increased by 13% and 2% respectively.

Full year gross margins reduced by 2% to 48.8%. This is due to changes in the

product mix as well as increased production costs from prudent stock

provisioning and reductions in finished goods inventory.

Operating expenses grew by 7.8% to £9.0m. This investment has been in our sales

and marketing infrastructure as we continue to expand both our product range and

our geographic spread. During the year we opened offices in Beijing and Osaka

and resourced these with Andor employees. We have also continued to invest in

our microscopy systems division that was formed at the start of 2006.

EBITDA increased by 4% to £2.1m from £2.0m in 2006. EBITDA margin is now 10.0%

compared with 10.6% in 2006. Included in amortisation is the cost of the

employee share option scheme estimated at £0.1m. Operating profit for the year

was down £50,000 on the previous year to £1.4m.

Andor has a taxation charge for the period of £112,000 (2006: credit £35,000).

Of this amount only £7,000 relates to corporation tax payable with the balance

being a deferred tax liability. In total this represents a charge of 8.8% on

profit before tax. This reduced rate is mainly due to the investment in research

and development, which attracts relief of up to 150% of allowable expenditure.

Diluted earnings per share was 4.22 pence, down from 6.14 pence in 2006 mainly

due to an exceptional profit in the prior year and the £147,000 increase in the

tax charge.

Balance sheet

On 30 September 2007 the company had net cash of £0.6m (2006: zero). We had cash

at bank and in hand of £3.0m and long term borrowings of £2.4m. In addition, we

had available facilities of £1.5m secured against debtor balances and overdraft

facilities of £0.3m. The cash outflow on capital items in the period was £0.5m

(2006: £0.3m).

We generated £0.5m cash in the period, up from £0.3m in 2006. Cash flow from

operating activities increased from £0.4m to £0.9m driven mainly by improved

working capital management. A focus on stock reduction resulted in a fall in

overall inventory levels by £155,000 compared with an increase of £1.3m in 2006.

Debtor's days at 30 September 2007 were 61 days (2006: 48 days). This increase

is largely the result of increased system sales that typically have longer terms

attached. Short term creditors reduced by £0.6m in the period. This is a one-off

reduction due to changes in our method of payment.

Chief Executive's Statement (continued)

Acquisitions

Over the past year we have looked at a number of acquisition opportunities and

for various reasons we have decided not to proceed to completion on any. We have

now decided and implemented a plan to strengthen internal resource and

accelerate our roadmap to deliver enhanced organic growth. We will continue to

look for opportunities to acquire technology at the right price however we are

not dependant on this to deliver our growth plans.

The Way Forward

Andor's strength is that we are market focused and have the ability to develop

and commercialise innovative technology. As we expand and move into the

mid-range camera market we will use these strengths in the products we design

and channels we develop. There are challenges ahead and many of the strategic

initiatives we have now launched will not begin to deliver until 2009. We are

however very focused on what we need to achieve and how we will deliver. I am

very fortunate to have a great team and we remain confident about the long term

prospects of our company.

Profit and loss account

for the year ended 30 September 2007

                                                            2007          2006

                                                                   (as restated)

                                               Notes       £'000         £'000

--------------------------------               -------- ----------    ----------

Turnover                                            2     21,265        19,237

Cost of sales                                            (10,887)       (9,458)

--------------------------------               -------- ----------    ----------

Gross profit                                              10,378         9,779

Net operating expenses                              3     (9,028)       (8,378)

--------------------------------               -------- ----------    ----------

Operating profit before cost of employee share

option schemes                                             1,460         1,446

Cost of employee share option scheme                6       (110)          (45)

--------------------------------               -------- ----------    ----------

Operating profit                                    4      1,350         1,401

Profit on sale of fixed asset investment            5          -           333

Interest receivable                                           99            69

Interest payable and similar charges                8       (171)         (160)

--------------------------------               -------- ----------    ----------

Profit on ordinary activities before taxation       2      1,278         1,643

Tax on profit on ordinary activities                9       (112)           35

--------------------------------               -------- ----------    ----------

Profit for the financial year                      22      1,166         1,678

--------------------------------               -------- ----------    ----------

Basic earnings per share (pence)                   10       4.37          6.39

--------------------------------               -------- ----------    ----------

Diluted earnings per share (pence)                 10       4.22          6.14

--------------------------------               -------- ----------    ----------

All amounts above relate to continuing operations of the company.

The company has no recognised gains and losses other than those included in the

results above, and therefore no separate statement of total recognised gains and

losses has been presented.

There is no material difference between the profit on ordinary activities before

taxation and the profit for the year stated above and their historical cost

equivalents.

Balance sheet as at 30 September 2007

                                                                2007      2006

                                                   Notes       £'000     £'000

--------------------------------                   -------- ---------- ---------

Fixed assets

Intangible assets                                      11        202       310

Tangible assets                                        12      6,016     6,237

--------------------------------                   -------- ---------- ---------

                                                               6,218     6,547

--------------------------------                   -------- ---------- ---------

Current assets

Stocks                                                 13      4,443     4,598

Debtors                                                14      5,486     4,887

Cash at bank and in hand                               15      2,997     2,492

--------------------------------                   -------- ---------- ---------

                                                              12,926    11,977

Creditors: amounts falling due within one year         16     (2,823)   (3,429)

--------------------------------                   -------- ---------- ---------

Net current assets                                            10,103     8,548

--------------------------------                   -------- ---------- ---------

Total assets less current liabilities                         16,321    15,095

Creditors: amounts falling due after more than         

one year                                               17     (2,280)   (2,393)

Provisions for liabilities                             19       (147)      (42)

Deferred income                                        20     (1,809)   (1,925)

--------------------------------                   -------- ---------- ---------

Net assets                                                    12,085    10,735

--------------------------------                   -------- ---------- ---------

Capital and reserves

Called up share capital                                21        536       531

Share premium account                                  22      4,748     4,679

Capital redemption reserve                             22      1,843     1,843

Profit and loss account                                22      4,958     3,682

--------------------------------                   -------- ---------- ---------

Total shareholders' funds                              23     12,085    10,735

--------------------------------                   -------- ---------- ---------

The financial statements on pages 18 to 34 were approved by the board on 3

December 2007 and were signed on its behalf:

Conor Walsh

Director

Cash flow statement

for the year ended 30 September 2007

                                                               2007       2006

                                                  Notes       £'000      £'000

--------------------------------                  -------- ---------- ----------

Net cash inflow from operating activities             24        889        375

--------------------------------                  -------- ---------- ----------

Returns on investments and servicing of finance

Interest received                                               101         69

Interest paid                                                  (165)      (156)

--------------------------------                  -------- ---------- ----------

Net cash outflow from returns on investments and

servicing of finance                                            (64)       (87)

--------------------------------                  -------- ---------- ----------

Taxation

Corporation tax recovered/(paid)                                163       (147)

--------------------------------                  -------- ---------- ----------

Capital expenditure and financial investment

Purchase of tangible fixed assets                              (465)      (298)

Receipt from sale of tangible fixed asset                         -        379

investment

Capital grant received                                           29         38

--------------------------------                  -------- ---------- ----------

Net cash (outflow)/inflow from capital

expenditure and                                                (436)       119

financial investment                              -------- ---------- ----------

--------------------------------

Net cash inflow before financing                                552        260

--------------------------------                  -------- ---------- ----------

Financing

Issue of share capital                                            5          8

Premium on share issue                                           69        143

Repayment of principal of bank loan                            (121)      (131)

--------------------------------                  -------- ---------- ----------

Net cash (outflow)/inflow from financing                        (47)        20

--------------------------------                  -------- ---------- ----------

Increase in cash in the year                      25, 26        505        280

--------------------------------                  -------- ---------- ----------

In the prior year, the amount of £379,000 under the heading "Receipt from sale

of tangible fixed asset investment" relates to the disposal of the company's

entire shareholding in Avalon Instruments Limited during the current year.

Notes to the financial statements for the year ended 30 September 2007

1 Accounting policies

The accounts have been prepared on the going concern basis under the historical

cost convention and in accordance with the Companies (Northern Ireland) Order

1986 and applicable accounting standards. The significant accounting policies

adopted are set out below.

Change in accounting policy

The company has adopted FRS 20, 'Share-based Payment' in these financial

statements. The adoption of the standard represents a change in accounting

policy and the comparative figures have been restated accordingly.

The adoption of FRS 20 has led to the cost of employee share option schemes

being charged to administrative expenses within the profit and loss account,

with an equal and opposite credit to profit and loss reserves.

Intangible fixed assets

On the acquisition of businesses, fair values are attributed to their separable

net assets, and where the value of the consideration exceeds the fair value of

the net assets, the difference is treated as goodwill and capitalised in the

balance sheet. The cost of other intangible fixed assets is their purchase cost. 

Intangible fixed assets are eliminated by amortisation through the profit and 

loss account over their useful economic lives. These amortisation periods are 

derived from the estimated useful lives of goodwill acquired and the lives of 

patent rights to intellectual property. The principal annual rates used are as 

follows:

                                                                             %

Intellectual property                                                       25

Goodwill                                                                    10

Tangible fixed assets

The cost of tangible fixed assets is their purchase cost, together with any

incidental costs of acquisition. Depreciation is calculated so as to write off

the cost of tangible fixed assets, less their estimated residual values, on a

straight line basis over the expected useful economic lives of the assets

concerned. The principal annual rates used are as follows:

                                                                             %

Freehold buildings                                                           4

Fixed plant                                                                 10

Other plant and machinery                                                20 & 25

Computer equipment                                                   20, 25 & 33

Land is not depreciated.

Investments

Fixed asset investments are stated at their purchase cost less any provision for

diminution in value. Investment income is included in the profit and loss

account on an accruals basis.

Stocks and work in progress

Stocks are stated at the lower of cost and net realisable value. Net realisable

value for raw materials is calculated on a first in first out basis. Net

realisable value for work in progress and finished goods is based on estimated

selling prices less further costs expected to be incurred in bringing the stock

to completion and disposal. Cost comprises materials, direct wages and other

direct production costs together with a proportion of production overheads

relevant to the stage of completion of work in progress and finished goods.

1 Accounting policies (continued)

Turnover

Turnover represents the invoiced value of services provided and goods supplied

during the year, excluding value added tax and is net of sales returns, trade

discounts and rebates. Revenue is recognised when title to the product is passed

to the customer.

Government grants

Grants that relate to capital expenditure are treated as deferred income, which

is credited to the profit and loss account over the related asset's useful life.

Revenue grants are credited to the profit and loss account to match the related

expenditure.

Debtors

Debtors are stated after all known bad debts have been written off and specific

provision has been made against all debts considered doubtful of collection.

Deferred taxation

Deferred tax is recognised in respect of all timing differences that have

originated but not reversed at the balance sheet date where transactions or

events that result in an obligation to pay more tax in the future or a right to

pay less tax in the future have occurred at the balance sheet date. Timing

differences are differences between the company's taxable profit and its results

as stated in the financial statements. Deferred tax assets and liabilities

recognised have not been discounted.

Pension costs

The company operates a defined contribution scheme for certain directors and

employees. Contributions are charged to the profit and loss account in the

period to which they relate.

Foreign currencies

Transactions denominated in foreign currencies are translated at the exchange

rate at the date of the transaction. All assets and liabilities denominated in

foreign currencies are translated at the rate of exchange ruling at the balance

sheet date and the resulting gain or loss is dealt with in the profit and loss

account.

Research and development expenditure

Research and development expenditure is written off as incurred.

Invoice discounting

Amounts due in respect of invoice discounting are separately disclosed as short

term liabilities. The company can use this facility to draw down 80% of the

value of sales invoices excluding VAT. There is a discounting charge of 1% above

bank base rate.

Financial instruments

The company's policy is to hedge short term net foreign currency inflows from

its sales in overseas markets.

2 Segmental analysis

Geographical analysis of the company's turnover:

                                                          2007            2006

By destination                                           £'000           £'000

-------------------------------------                 ----------      ----------

United Kingdom and Europe                                9,865           7,520

United States                                            7,381           7,991

Asia Pacific                                             4,019           3,726

-------------------------------------                 ----------      ----------

                                                        21,265          19,237

-------------------------------------                 ----------      ----------

All of the company's turnover originated in the United Kingdom.

Geographical analysis of profit before taxation:

                                                          2007            2006

                                                                 ( as restated)

                                                         £'000           £'000

-------------------------------------                 ----------      ----------

Operating profit

United Kingdom and Europe                                1,350           1,401

United States                                                -               -

Asia Pacific                                                 -               -

-------------------------------------                 ----------      ----------

Operating profit                                         1,350           1,401

Profit on sale of fixed assets (net)                         -             333

Net interest payable                                       (72)            (91)

-------------------------------------                 ----------      ----------

Profit before taxation                                   1,278           1,643

-------------------------------------                 ----------      ----------

Geographical analysis of net assets:

                                                          2007            2006

                                                         £'000           £'000

-------------------------------------                ----------      ----------

United Kingdom and Europe                               11,041           9,272

United States                                            2,693           3,182

Asia Pacific                                               916             848

-------------------------------------                 ----------      ----------

Net operating assets                                    14,650          13,302

Corporation tax                                            (14)              -

Deferred tax                                              (147)            (42)

Net borrowings                                          (2,404)         (2,525)

-------------------------------------                 ----------      ----------

Net assets                                              12,085          10,735

-------------------------------------                 ----------      ----------

The company is engaged in only one class of business.

3 Net operating expenses

                                                          2007            2006

                                                                 ( as restated)

                                                         £'000           £'000

-------------------------------------                 ----------      ----------

General administrative expenses                          2,725           2,790

Product research and development                         1,913           2,000

-------------------------------------                 ----------      ----------

Total administrative expenses                            4,638           4,790

Sales and marketing expenses                             4,390           3,588

-------------------------------------                 ----------      ----------

Net operating expenses                                   9,028           8,378

-------------------------------------                 ----------      ----------

4 Operating profit

                                                          2007            2006

                                                                  (as restated)

                                                         £'000           £'000

---------------------------------------               ---------       ---------

Operating profit is stated after charging/(crediting):

Staff costs (note 6)                                     6,616           6,007

Depreciation owned assets

owned assets                                               686             624

Research and development                                 1,913           2,000

Amortisation of government capital grants                 (145)           (148)

Amortisation of intangible assets                          108             108

Government revenue grants receivable                      (225)           (187)

---------------------------------------                ---------       ---------

Services provided by the auditor and network firms

During the year the company obtained the following services from the auditor at

costs detailed below:

                                                          2007            2006

                                                         £'000           £'000

---------------------------------------                ---------       ---------

Fees payable to the Company's auditor for the 

audit of the Company's annual accounts                      31              22

---------------------------------------                ---------       ---------

Fees payable to the Company's auditor for other 

services:

- Taxation                                                  32              20

- Valuation & actuarial services                             2               -

- Corporate finance transactions                            12               -

- All other services                                        35               8

---------------------------------------                ---------       ---------

                                                            81              24

---------------------------------------                ---------       ---------

Total                                                      112              46

---------------------------------------                ---------       ---------

5 Exceptional items

In the prior year, the exceptional profit of £332,931 related to the profit on

sale of the company's entire investment in Avalon Instruments Limited. The

taxation impact of this transaction was £nil.

The directors considered this to be exceptional due to its size and incidence.

6 Employee information

                                                          2007            2006

                                                                  (as restated)

                                                         £'000           £'000

---------------------------------------                ---------       ---------

Staff costs

Wages and salaries                                       5,575           5,123

Social security costs                                      497             468

Cost of employee share option schemes                      110              45

Other pension costs (1)                                    434             371

---------------------------------------                ---------       ---------

                                                         6,616           6,007

---------------------------------------                ---------       ---------

                                                        Number          Number

---------------------------------------                ---------       ---------

The average monthly number of persons employed 

by the company (including directors) during the 

year was:

Production, engineering and research and development        93              89

Finance and administration                                  22              20

Sales and marketing                                         62              52

---------------------------------------                ---------       ---------

                                                           177             161

---------------------------------------                ---------       ---------

(1)The company pension plan is a defined contribution plan. The contributions

made to the plan were £434,000 (2006:£371,000). At the end of the year,

contributions of £36,000 (2006: £48,000) representing unpaid contributions for

September 2007, were outstanding.

7 Directors' emoluments

                                                          2007            2006

                                                         £'000           £'000

---------------------------------------                ---------       ---------

Aggregate emoluments                                       551             536

Aggregate gains made on the exercise of share options       26               -

Company pension contributions to money purchase 

schemes                                                     54              44

---------------------------------------                ---------       ---------

Retirement benefits are accruing to five (2006 - five) directors under money

purchase schemes.

The report of the remuneration committee, which details the emoluments of all

directors including the highest paid director, is set out on pages 10 to 12.

8 Interest payable and similar charges

                                                          2007            2006

                                                         £'000           £'000

---------------------------------------                ---------       ---------

On bank loans and overdrafts                               155             149

On invoice discounting                                      16              11

---------------------------------------                ---------       ---------

                                                           171             160

---------------------------------------                ---------       ---------

9 Taxation

                                                          2007            2006

                                                         £'000           £'000

---------------------------------------                ---------       ---------

Taxation on profit for the year

UK Corporation tax at 30% (2006: 30%)

- current year                                               -               -

- prior years                                                -              (1)

Overseas tax                                                 7              36

---------------------------------------                ---------       ---------

Total current tax                                            7              35

Deferred tax at 28% (2006:30%)

- current year                                              76              14

- prior year                                                29             (84)

---------------------------------------                ---------       ---------

Taxation charge/(credit) for the year                      112             (35)

---------------------------------------                ---------       ---------

The difference between the current tax on ordinary activities for the year,

reported in the profit and loss account, and the current tax charge that would

result from applying the standard rate of UK tax to the profit on ordinary

activities before taxation, is explained as follows:

                                                          2007            2006

                                                                  (as restated)

                                                         £'000           £'000

---------------------------------------                ---------       ---------

Profit on ordinary activities before tax                 1,278           1,643

---------------------------------------                ---------       ---------

Profit on ordinary activities before tax at the rate                   

of UK corporation tax of 30% (2006: 30%)                   383             493

Excess of capital allowances over depreciation             (82)            (70)

Research and development tax allowances                   (269)           (301)

Timing differences - pension contributions                   -               9

Excess foreign taxes suffered                                7              36

Tax relief on exercise of share options                    (57)            (70)

Deferred capital grant release                             (24)            (24)

Capital transactions                                         -             (99)

Increase in tax losses carried forward                       -              46

Net expenses not deductible for tax purposes                49              16

Adjustments in respect of prior periods                      -              (1)

---------------------------------------                ---------       ---------

Current tax charge for the year                               7             35

---------------------------------------                ---------       ---------

10 Earnings per share

Earnings per ordinary share is based on profit for the financial year of

£1,166,000 (2006 (as restated): £1,678,000) and 26,697,289 ordinary shares

(2006: 26,271,944), the weighted average number of ordinary shares in issue

during the year.

Diluted earnings per share is calculated on the profit for the financial year

and on an adjusted number of shares reflecting the number of dilutive shares

under option:

                                          Earnings    Number of           EPS

2007                                         £'000       shares         pence

--------------------------------          ---------  -----------      ---------

Basic EPS                                    1,166   26,697,289          4.37

Effect of dilutive securities -                         

options                                                 898,500

--------------------------------          ---------  -----------      ---------

Diluted EPS                                  1,166   27,595,789          4.22

--------------------------------          ---------  -----------      ---------

                                          Earnings    Number of            EPS

                                      (as restated)      shares   (as restated)

2006                                         £'000                       pence

--------------------------------          ---------  -----------      ---------

Basic EPS                                    1,678   26,271,944           6.39

Effect of dilutive securities -                       

options                                               1,062,504

--------------------------------          ---------  -----------      ---------

Diluted EPS                                  1,678   27,334,448           6.14

--------------------------------          ---------  -----------      ---------

11 Intangible fixed assets

                                          Goodwill  Patents and          Total

                                                   intellectual

                                                       property

                                             £'000        £'000          £'000

--------------------------------          ---------  -----------      ---------

Cost

At 1 October 2006                              350          248            598

--------------------------------          ---------  -----------      ---------

At 30 September 2007                           350          248            598

--------------------------------          ---------  -----------      ---------

Aggregate amortisation

At 1 October 2006                              177          111            288

Charge for the year                             83           25            108

--------------------------------          ---------  -----------      ---------

At 30 September 2007                           260          136            396

--------------------------------          ---------  -----------      ---------

Net book value

At 30 September 2007                            90          112            202

--------------------------------          ---------  -----------      ---------

At 30 September 2006                           173          137            310

--------------------------------          ---------  -----------      ---------

12 Tangible fixed assets

                                     Freehold land        Plant          Total

                                               and          and

                                         buildings    machinery

                                             £'000        £'000          £'000

--------------------------------          ---------  -----------      ---------

Cost

At 1 October 2006                            5,224        2,740          7,964

Additions                                       18          447            465

--------------------------------          ---------  -----------      ---------

At 30 September 2007                         5,242        3,187          8,429

--------------------------------          ---------  -----------      ---------

Accumulated depreciation

At 1 October 2006                              349        1,378          1,727

Charge for the year                            197          489            686

--------------------------------          ---------  -----------      ---------

At 30 September 2007                           546        1,867          2,413

--------------------------------          ---------  -----------      ---------

Net book value

At 30 September 2007                         4,696        1,320          6,016

--------------------------------          ---------  -----------      ---------

At 30 September 2006                         4,875        1,362          6,237

--------------------------------          ---------  -----------      ---------

13 Stocks

                                                          2007            2006

                                                         £'000           £'000

           -------------------------------------      ----------      ----------

Raw materials                                            1,012             867

Work in progress                                           594             750

Finished goods                                           2,837           2,981

-------------------------------------                 ----------      ----------

                                                         4,443           4,598

           -------------------------------------      ----------      ----------

Included in finished goods is £1,272,000 (2006: £1,434,000) of demonstration

stock.

14 Debtors

Amounts falling due within one year

                                                          2007            2006

                                                         £'000           £'000

---------------------------------------                ---------       ---------

Trade debtors                                            5,160           4,330

Corporation tax recoverable                                  -             156

Other debtors                                              136             210

Prepayments and accrued income                             190             191

---------------------------------------                ---------       ---------

                                                         5,486           4,887

---------------------------------------                ---------       ---------

Trade debtors are subject to invoice discounting.

15 Cash held in Escrow

Included in the cash balance at 30 September 2007 is £81,542 (2006: £81,542)

held in Escrow.

The cash held in Escrow represents 21.38% of the proceeds from the sale of

shares in Avalon Instruments Limited to Wellesley, B.V. The Escrow period ends

on 28 February 2008.

16 Creditors: amounts falling due within one year

                                                          2007            2006

                                                         £'000           £'000

---------------------------------------                ---------       ---------

Bank loans (note 17)                                       124             132

Trade creditors                                          1,317           1,782

Corporation tax                                             14               -

Other tax and social security                              158             160

Accruals and deferred income                             1,210           1,355

---------------------------------------                ---------       ---------

                                                         2,823           3,429

---------------------------------------                ---------       ---------

17 Creditors: amounts falling due after more than one year

                                                          2007            2006

                                                         £'000           £'000

Bank loans (see below)                                   2,280           2,393

---------------------------------------                ---------       ---------

Bank loans

                                                          2007            2006

                                                         £'000           £'000

---------------------------------------                ---------       ---------

Maturity of debt

Less than one year, or on demand                           124             132

Between one and two years                                  124             132

Between two and five years                                 372             396

After more than five years                               1,784           1,865

---------------------------------------                ---------       ---------

                                                         2,404           2,525

---------------------------------------                ---------       ---------

The company's term loan is denominated in sterling and is repayable over 15

years at a rate based on LIBOR plus a percentage. The loan is secured by:

   • a first fixed and floating charge over the assets of the company;

   • a first fixed charge on the company's book debts; and

   • a first fixed charge on the company's premises.

18 Financial instruments

The company's financial instruments comprise borrowings, its cash and liquid

resources, and other current assets and liabilities that arise directly from its

operations. Short term debtors and creditors have been excluded from all the

following disclosures, other than the currency risk disclosures.

Company policy

The main risks arising from the company's financial instruments are interest

rate risk, liquidity risk and foreign currency risk. The Board reviews and

agrees policies for managing each of these risks on an ongoing basis and they

are summarised below.

Interest rate risk

The company finances its operations through retained profits and bank

borrowings, including invoice discounting facilities. At the end of the current

and prior years all of its financial liabilities on which interest is payable

were at variable rates, and the company has not used interest rate swaps or

other derivative instruments to manage the risk.

Liquidity risk

As regards liquidity, the company's policy is to maintain an appropriate spread

of maturity to ensure continuity of funding. At 30 September 2007, 90 % (2006:

89%) of its total financial liabilities were due to mature after 2 years.

Foreign currency risk

The company's revenues are mainly denominated in sterling and in US dollars,

although substantially all of its costs are denominated in sterling. The company

uses forward contracts as a method of hedging anticipated net foreign currency

receipts. No other financial instruments are used to hedge foreign currency

assets and revenues, although the company's exposure will continue to be

monitored.

Interest rate risk profile of financial assets and financial liabilities

Financial assets

The company's financial assets, other than short term debtors, consist of

sterling cash deposits and cash at bank. The deposits are placed on money

markets at variable rates.

Financial liabilities

The interest rate profile of the company's financial liabilities at 30 September

2007 was:-

                                                          2007            2006

                                                         £'000           £'000

---------------------------------------                ---------       ---------

Floating - bank, loan                                    2,404           2,525

Floating - bank, invoice discounting                         -               -

No interest - deferred purchase consideration                -               -

---------------------------------------                ---------       ---------

                                                         2,404           2,525

---------------------------------------                ---------       ---------

18 Financial instruments (continued)

Maturity of financial liabilities

The maturity profile of the company's financial liabilities at 30 September

2007, other than short term creditors and accruals, was as follows:

                                                               Total bank debt

                                                                         £'000

--------------------------------------------                        ------------

In one year or less, or on demand                                          124

In more than one year but not more than two years                          124

In more than two years but not more than five years                        372

In more than five years                                                  1,784

--------------------------------------------                        ------------

                                                                         2,404

--------------------------------------------                        ------------

The maturity profile of the company's financial liabilities, other than short

term creditors and accruals, at 30 September 2006 was as follows:

                                                               Total bank debt

                                                                         £'000

--------------------------------------------                        ------------

In one year or less, or on demand                                          132

In more than one year but not more than two years                          132

In more than two years but not more than five years                        396

In more than five years                                                  1,865

--------------------------------------------                        ------------

                                                                         2,525

--------------------------------------------                        ------------

Borrowing facilities

The facilities available, but undrawn, at 30 September 2007 in respect of which

all conditions precedent had been met were as follows:

                                                               2007       2006

                                                              £'000      £'000

-------------------------------------                      ---------- ----------

Expiring in one year or less                                  1,800      1,776

Expiring in more than one year but not more than two              

years                                                             -          -

Expiring in more than two years but not more than five            

years                                                             -          -

Expiring in more than five years                                  -          -

-------------------------------------                      ---------- ----------

18 Financial instruments (continued)

Fair values of financial assets and financial liabilities

Set out below is a comparison by category of book values and fair values of the

company's financial assets and liabilities as at 30 September 2007. Fair value

is the amount at which a financial instrument could be exchanged in an arm's

length transaction between informed and willing parties, other than a forced or

liquidation sale and excludes accrued interest.

                                       Book value          Fair value

                                          2007      2006       2007       2006

                                         £'000     £'000      £'000      £'000

------------------------               --------- --------- ---------- ----------

Primary financial instruments held

or issued to finance the company's

operations

Short term borrowings                      124       132        124        132

Long term borrowings                     2,280     2,393      2,280      2,393

Financial assets                         2,997     2,492      2,997      2,492

------------------------               --------- --------- ---------- ----------

Summary of main methods and assumptions:

Short-term deposits The fair value of short-term deposits approximates to the

carrying amount because of their short maturity.

Bank borrowings All bank borrowings, including invoice discounting facilities,

are at variable rates.

Currency exposures

The table below shows the extent to which the company has net monetary assets in

currencies other than sterling. Foreign exchange differences on retranslation of

these assets and liabilities are taken to the profit and loss account.

                                    Net foreign currency monetary assets

                              US             EU       Japanese          Total

                          Dollar           Euro            Yen

                           £'000          £'000          £'000          £'000

 ----------------------- ---------     ----------     ----------     ----------

Total 2007                 2,625          1,526            654          4,805

Total 2006                 3,072          1,235            711          5,018

-----------------------  ---------     ----------     ----------     ----------

18 Financial instruments (continued)

Hedges

The company's policy is to hedge short term net foreign currency inflows from

its sales in overseas markets. The table below shows the extent to which the

company has off balance sheet (unrecognised) gains and losses in respect of

financial instruments used as hedges at the beginning and end of the year. It

also shows the amount of such gains and losses which have been included in the

profit and loss account for the year and those gains and losses which are

expected to be included in next year's profit and loss account.

                                                 Unrecognised        Total net

                                              Gains      Losses  gains/(losses)

                                              £'000       £'000          £'000

-----------------------------           ------------- -----------   ------------

Gains and losses on hedges at                    

30 September 2006                                94           -             94

Arising in previous years and included

in 2007 income                                  (94)          -            (94)

-----------------------------           ------------- -----------   ------------

Gains and losses not included in 2007             

income                                            -           -              -

Arising in 2007                                  94         (26)            68

-----------------------------           ------------- -----------   ------------

Gains and losses on hedges at 30

September 2007, expected to be included 

in 2008 income                                   94         (26)            68

-----------------------------           ------------- -----------   ------------

                                                 Unrecognised        Total net

                                              Gains      Losses  gains/(losses)

                                              £'000       £'000          £'000

-----------------------------           ------------- -----------   ------------

Gains and losses on hedges at                    

30 September 2005                                28         (40)           (12)

Arising in previous years included in

2006 income                                     (28)         40             12

-----------------------------           ------------- -----------   ------------

Gains and losses not included in 2006             

income                                            -           -              -

Arising in 2006                                  94           -             94

-----------------------------           ------------- -----------   ------------

Gains and losses on hedges at                    

30 September 2006, included in 2007

income                                           94           -             94

-----------------------------           ------------- -----------   ------------

The company has entered into a series of contracts to sell €3,000,000,

Y150,000,000 and $2,250,000 at fixed forward exchange rates. The settlement

dates of the contracts fall in the period October 2007 to June 2008.

19 Provisions for liabilities

                                                                      Deferred

                                                                      taxation

                                                                         £'000

--------------------------------------                            ------------

At 1 October 2006                                                           42

Charged to the profit and loss account                                     105

--------------------------------------                            ------------

At 30 September 2007                                                       147

--------------------------------------                            ------------

                                                          2007            2006

                                                         £'000           £'000

-------------------------------------                 ----------      ----------

Deferred taxation:

Accelerated capital allowances                             156             414

Short term timing differences                               (9)             (9)

Losses                                                       -            (363)

-------------------------------------                 ----------      ----------

                                                           147              42

-------------------------------------                 ----------      ----------

20 Deferred income

                                                                         £'000

-------------------------------------                                 ----------

Government grants

At 1 October 2006                                                        1,925

Grants received                                                             29

Amortisation in the year                                                  (145)

-------------------------------------                                 ----------

At 30 September 2007                                                     1,809

-------------------------------------                                 ----------

21 Called up share capital

                                                           2007           2006

                                                          £'000          £'000

-------------------------------------                  ----------     ----------

Authorised

40,000,000 ordinary shares of £0.02 each                    800            800

-------------------------------------                  ----------     ----------

                                                            800            800

-------------------------------------                  ----------     ----------

                                                           2007           2007

Allotted called up and fully paid (ordinary shares of    Number          £'000

£0.02 each)                                          ------------     ----------

-------------------------------------

At 30 September 2006                                 26,567,593            531

Issued during the year                                  236,100              5

-------------------------------------               ------------      ----------

At 30 September 2007                                 26,803,693            536

-------------------------------------               ------------      ----------

During the year, the company issued an additional 236,100 £0.02 ordinary shares.

The premium on issue amounted to £68,706.

The company operates two share option schemes that grant options over its

ordinary shares on a discretionary basis to its directors and employees:

                 the Inland Revenue approved Company Share Option Plan may grant 

options to employees other than directors. The total number of options in issue 

under the scheme may not exceed 20% of the issued ordinary share capital of the 

company, the options are exercisable at any time between three and ten years

from the date of their grant and the exercise price is the market value of an

ordinary share on the date of grant;

                 the Enterprise Management Incentive Scheme may grant options to

both employees and directors. The total number of options granted, taken

together with the options granted in the preceding 10 years under this and other

employee option schemes, may not exceed 10% of the company's ordinary share

capital. The options are exercisable between two and ten years from the date of

their grant and the exercise price shall not be less than the market value of an

ordinary share. Whilst the exercise of an option may be conditional upon the

satisfaction of performance conditions, to date no conditions have been

attached.

21 Called up share capital (continued)

Details of the movements in the year in options granted by the company are set

out below:

------------- ---------   ------    -------   --------    -------------     ------     --------

              1 October   Granted   Lapsed    Exercised   30 September     Exercise   Exercise

                   2006                                           2007     Price (£)    period

------------- ---------    ------   -------    --------   -------------   ----------   --------

Approved Company Share Option

Plan

                372,600              (5,000)   (112,600)       260,000         0.14   2003-2010

                280,000                         (61,000)       219,000        0.464   2004-2012

                105,000                         (22,500)        77,500         0.48   2007-2014

Enterprise Management Incentive

Scheme

                355,000   50,000(1) (25,000)    (40,000)       315,000        0.464   2004-2012

                515,000   100,000                              515,000         0.48   2006-2014

                550,000    10,000                              575,000         0.98   2009-2016

              1,000,000                                      1,000,000         0.93   2010-2016

                                                               100,000         1.20   2010-2017

                                                                10,000         1.12   2010-2017

------------- ---------    ------   -------    --------   -------------   ----------   --------

(1) These options were granted in previous years to an employee who left the

company in 2006 and rejoined during the current year. The options were held open

for the employee when he returned to the company.

For share options granted during the year the following information is provided

(information is calculated on a weighted average basis):

----------------------------- --------------------------

Arrangement                   Enterprise Management Incentive Scheme

Nature of Arrangement         Share option scheme

Date of grant                 26 February 2007 and 4 June 2007

Number of instruments

granted                       110,000

Exercise price(£)             1.19

Share priced at date of

grant (£)                     1.19

Contractual life (years)      10

Vesting Conditions            The option will vest annually in four equal

                              instalments of 25% of the options granted on the

                              anniversary of the date of the grant

Settlement                    Equity

Expected volatility(1)        22%

Expected option life at

grant date (years)            5.5

Risk free interest rate       5%

Expected dividend

(dividend yield)              0

Expected departures

(per annum from grant

date)                         8%

Fair value per granted

instrument determined at

the grant date(£)             0.67

Valuation model               Black Scholes

----------------------------- --------------------------

(1) Expected volatility has been calculated from the historic volatility since

the Company listed on AIM in December 2004.

22 Share premium account and reserves

                                              Share      Capital        Profit

                                            premium   redemption      and loss

                                            account      reserve       account

                                              £'000        £'000         £'000

----------------------------              -----------   ----------   -----------

At 1 October 2006                             4,679        1,843         3,682

Issue of ordinary shares                         69            -             -

Profit for the financial year                     -            -         1,166

Adjustment in respect of employee share

option scheme                                     -            -           110

----------------------------              -----------   ----------   -----------

At 30 September 2007                          4,748        1,843         4,958

----------------------------              -----------   ----------   -----------

23 Reconciliation of movements in shareholders' funds

                                                           2007           2006

                                                                  (as restated)

                                                          £'000          £'000

-------------------------------------                  ----------     ----------

Opening shareholders' funds                              10,735          8,861

Issue of ordinary shares at par                               5              8

Movement on share premium account                            69            143

Profit for the financial year                             1,166          1,678

Adjustment in respect of employee share option scheme

(see note below)                                            110             45

-------------------------------------                  ----------     ----------

Closing shareholders' funds                              12,085         10,735

-------------------------------------                  ----------     ----------

The adoption of FRS 20 has led to the cost of employee share option schemes

being charged to administrative expenses within the profit and loss account,

with an equal and opposite credit to profit and loss reserves.

The effect of the prior year adjustment was to increase staff costs by £45,000

during the year ended 30 September 2006 with a corresponding credit in the

profit and loss reserve. There was no effect on shareholders' funds as of 30

September 2006.

24 Net cash inflow from operating activities

                                                          2007            2006

                                                                 (as restated)

Continuing operations                                    £'000           £'000

-------------------------------------                 ----------      ----------

Operating profit                                         1,350           1,401

Depreciation charge                                        686             624

Amortisation of intangible fixed assets                    108             108

Amortisation of capital grant                             (145)           (148)

Decrease/(increase) in stocks                              155          (1,478)

Increase in debtors                                       (755)           (914)

(Decrease)/increase in creditors                          (620)            737

Adjustment in respect of employee share option            

schemes                                                    110              45

-------------------------------------                 ----------      ----------

Net cash inflow from continuing operations                 889             375

-------------------------------------                 ----------      ----------

25 Analysis of net (debt)/funds

                                     1 October        Cash flow      30 September

                                          2006                               2007

                                         £'000            £'000             £'000

-----------------                    ----------       -----------       -----------                                   

Cash at bank and in hand                2,492               505             2,997

------------------                   ----------       -----------       -----------

Debt due after one year                (2,393)              110            (2,283)

Debt due within one year                 (132)               11              (121)

------------------                   ----------       -----------       -----------

                                       (2,525)              121            (2,404)

------------------                   ----------       -----------       -----------

Net (debt)/funds                          (33)              626               593

------------------                   ----------       -----------       -----------

26 Reconciliation of net cash flow to movement in net funds/(debt)

                                                            2007          2006

                                                           £'000         £'000

-------------------------------------                   ----------    ----------

Increase in cash in financial year                           505           280

Cash outflows from decrease in debt                          121           131

-------------------------------------                   ----------    ----------

Change in net debt resulting from cash flows                 626           411

-------------------------------------                   ----------    ----------

Movement in net funds in the year                            626           411

Net debt at 1 October 2006                                   (33)         (444)

-------------------------------------                   ----------    ----------

Net funds/(debt) at 30 September 2007                        593           (33)

-------------------------------------                   ----------    ----------

27 Capital commitments

The company had £579,385 of capital commitments as at 30 September 2007 (2006:

£Nil).

28 Financial commitments

Please refer to note 18 for details on forward contracts which have been entered

into during the year

29 Related parties

Details of related party transactions and balances, which relate to Avalon

Instruments Limited are as follows:

                                                           2007          2006

                                                          £'000         £'000

-------------------------------------                  ----------    ----------

Sales to Avalon Instruments Limited                           -            47

Amount due from Avalon Instruments Limited                    -            10

-------------------------------------                  ----------    ----------

Avalon Instruments Limited ceased to be a related party on 1st September 2006.

Mr Colin Walsh is a director and shareholder of Crescent Capital NI Limited.

Crescent Capital NI Limited is a shareholder of Andor Technology plc. Crescent

Capital NI Limited also manages Hambro NI Ventures which is a substantial

shareholder of Andor Technology plc. Dr Bryan Keating is a director of Qubis

Limited. Qubis Limited is a substantial shareholder of Andor Technology plc.

30 Ultimate controlling party

There is no one ultimate controlling party. The shareholdings of the directors

are shown in the directors' report.
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