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Business review and principal activities

The Company 1s a wholly-owned subsidiary of Oxford Instruments plc (“Ol plc”) and operates as part of
its Industrial Products sector

The Company transferred 1ts Nanoanalysis division to Oxford Instruments Nanotechnology Tools Ltd and
acquired the principal activities and assets of the Magnetic Resonance division on the 31¥ December 2010
On the 4™ January 2011, it changed its name from Oxford Instruments Analytical Ltd to Oxford
Instruments Industrial Products Ltd

The Company operates as two divisions

Industrial Analysis division — a leading supplier of bench top analytical mnstruments designed for
demanding quality control applications using X-ray Florescence (XRF) technology Key applications
include sulphur 1n fuel o1ls, cement and general ¢lemental analysis in industry

Magnetic Resonance division — produces bench top equipment which can be used to analyse industrial and
food products, particularly oils and fats [t also provides magnetic resonance analytical tools for the
petrochemical industry, providing data to improve the efficiency of o1l extraction

Other than the restructuring referred to above, there have not been any significant changes in the
Company’s principal activities in the year under review  The Directors are not, at the date of this report,
aware of any likely major changes in the Company’s activities in the next year

The Industrial Products sector, of which the Company 1s a part of, invests in research and development
activines appropriate to the nature and size of its operations with the aim of supporting the future
development of the Company, as a part of the sector, in the medium to long-term future This research and
development activity has resulted m a number of updates to existing products and new product launches

The balance sheet on page 9 of the financial statements shows the Company’s financial position at the
year-end

There have been no sigmficant events since the balance sheet date that should be considered for a proper
understanding of these financial statements

The Company manages 115 operations on a divisional basis  For this reason, the Company’s directors
believe that further key performance indicators for the Company are not necessary or appropriate for an
understanding of the development, performance or position of the business The performance of the
Industrial Products sector of Ol plc, which includes the Company, 1s discussed i Ol plc’s Annual Report,
which does not form part of this Report

Principal risks and uncertainties

The Company faces increasing competitive pressures from new competitors entering the market place and
from new types of X-ray detectors becoming widely available, these could result in 1t losing sales to its key
competitors To manage this nisk, the Company strives to develop new high quality added-value products
and services to 1ts customers, prompt response times in the supply of products and services and n the
handling of customer quenies, and through the maintenance of strong relationships with customers

The Company sells products into mternational markets and it 1s therefore exposed to currency movements
on such sales Where appropriate, the Company manages this risk with forward foreign exchange contracts
in line with OI plc’s treasury policies

The Company’s businesses may be affected by fluctuations n the price and supply of key raw matenals,
although purchasing polictes and practices seek to mitigate, where practicable, such risks
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Oxford Instruments [ndustrial Products Limited (formerly Oxford Instruments
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Directors’ report and financial statements

31 March 2011

Business review and principal activities (continued)

The Company 1s a member of Ol plc’s mulu-employer UK defined benefit pensien plan, which 1s currently
in deficit  The funding level of this pension plan 1s subject to adverse change resulting from movements 1n
the actuarial assumptions underlying the calculation of plan liabihties, including decreasing discount rates
and increasing longevity of plan members, as well as declines in the market value of plan investments The
UK pension plan 1s closed to new members and deficit-reduction contributions in addition to the normal
cash contributions due are being made under the terms of a repayment schedule agreed with the plan
Trustee Sigmficant adverse changes in the actuanal assumptions underlying the UK plan valuation and the
Company's share of any deficit-reduction contributions made into the plan could matenally impact the
Company’s trading results

In August 2010 OI plc clesed the scheme to future accrual and in doing se Ol plc sought to mitigate the
nisk of pension fund habilities nsing  The alternative pension arrangements offered to the employees were
cash neutral to OI plec and 1ts subsidiaries

The Group nisks to which the Company 1s exposed are discussed in Ol plc’s Annual Report, which does
not form part of this Report

Environment

The Company recogmises the importance of its environmental responstbilities, menitors 1ts impact on the
environment, and designs and implements policies to mitigate any adverse impact that might be caused by
its activiies The Company operates in accordance with Group policies, as noted n OI plc’s Annual
Report, which does not form part of this Report  Initiatives aimed at minimising the Company’s impact on
the environment include safe disposal of manufacturing waste, recyching and reducing energy consumption

Employees

Details of the number of employees and related costs can be found in note 5 to the financial statements
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Directors’ report

The directors present their annual report and the audited financial statements for the year ended 31 March
2011

The business review on pages 1 and 2 forms part of this Directors’ report

Dividend
A dividend of £4 O0m (2070 £nif) was paid during the year

Directors
The directors who held office during the year were as follows

K J Boyd B J Hutchings - resigned 04/01/2011
C J A Holroyd I Jefferson - appomnted 04/01/2011
DM Scort T Curtis - appointed 04/01/2011

D J Flint

IR Barkshire - resigned 04/01/2011

Payment of suppliers

The Company does not follow a standard payment practice but agrees terms and conditions with each of its
suppliers Payment 1s then made to these terms, subject to terms and conditions being met by the supplier
The number of days’ purchases outstanding at the year end was 62 days (20/0 63 days) based on the
average daily amount invoiced by suppliers to the Company during the year

Disabled persons

It 1s the policy of the Company to give full and fair consideration to applications for employment from
disabled persons, to continue, wherever possible, the employment of members of staff who may become
disabled and to ensure that suitable traming, career development and promotion are encouraged

Employee participation

The Directors continue to encourage employee participation within the Company Various methods for
encouraging an open and participative style of communication have been introduced 1n recent years
mcluding team briefings, notice boards, and staff forums

Equal opportunities

The Company 15 commutted to equal opportunity for all, free of discrimimation and harassment, in access to
services and the workplace All individuals will be treated equally, their different skills and experience
will be acknowledged and promoted The Company values the contribution of individuals nrespective of
their disability, gender, ethnic or national onigin, rehigion or rehgious beliefs, sexual orientation, martal
status or age This applies to all employment practices including recruitment, training and promotion
Wherever possible, we will assist disabled employees to enable them to work for the Company and
maximise their contribution and performance

Disclosure of information to auditors

The directors who held office at the date of approval of the directors’ report confirm that, so far as they are
each aware, there 1s no relevant audit information of which the Company’s auditors are unaware, and each
director has taken all the steps that he ought to have taken as a director to make himself aware of any
relevant audit information and to establish that the Company’s auditors are aware of that information
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Oxford Instruments Industrial Products Ltd (formerly Oxford Instruments Analytical
Limited}

Directors’ report and financial statements

31 March 2011

Directors’ report (contnued)

Auditors
Pursuant to section 487 of Companies Act 2006, the auditors will be deemed to be reappointed and KPMG
Audut plc will therefore continue 1n office

By order of the board
% LJJQI— 1 November 2011
Susan Johnson-Brett Tubney Woods
Secretary Abimngdon
Oxon
0Xi3 50X
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Oxford Instruments Industrial Products Limited (formerly Oxford Instruments
Analytical Limited)

Directers’ report and financial statements

31 March 2011

Statement of Directors’' Responsibilities in respect of the Directors' Report
and the Financial Statements

The directors are responsible for preparing the Directors’ Report and the financial statements in accordance
with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law
they have elected to prepare the financial statements mn accordance with UK Accounting Standards and
applicable law (UK Generally Accepted Accounting Practice)

Under company law the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the company and of the profit or loss of the company
for that period In preparing these financial statements, the directors are required to

» select suitable accounting pohicies and then apply them consistently,
* make judgements and estimates that are reasonable and prudent,

+ state whether apphcable UK Accounting Standards have been followed, subject to any matenal
departures disclosed and explained in the financial statements, and

« prepare the financial statements on the going concern basis unless 1t 15 mappropniate to presume
that the company will contimue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company’s transactions and disclose with reasonable accuracy at any time the financial position
of the company and enable them to ensure that the financial statements comply with the Companies Act
2006 They have general responsibility for taking such steps as are reasonably open to them to safeguard
the assets of the company and to prevent and detect fraud and other uregulanties

Company number 1044063 5




KPMG Audit Pic

One Snow Hill

Snow Hill Queensway
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Independent auditor’s report to the members of Oxford Instruments Industrial
Products Limited

We have audited the financial statements of Oxford Instruments Industrial Products Limited for the year ended 31
March 2011 set out on pages 8 to 27 The financial reporting framework that has been applied in their preparation 15
apphcable law and UK Accounting Standards (UK Generally Accepted Accounting Practice)

This report 15 made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the company’s members those
matters we are required to state to them n an auditor’s report and for no other purpose To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the company and the company’s
members, as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditor

As explamed more fully in the Directors' Responsibtlities Statement set out on page 5, the directors are responsible
for the preparation of the financial statements and for bemg satisfied that they give a true and fair view Our
responsibility 1s to audit, and express an opimon on, the financial statements 1n accordance with apphicable law and
International Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing
Practices Board's (APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

A descripion of the scope of an audit of financial statements 1s provided on the APB's web-site at
www frc org uk/aph/scope/private cfm

Opmnion on financial statements
In our opinion the financial statements

¢ give a true and fair view of the state of the company's affairs as at 31 March 2011 and of its profit for the
year then ended,

» have been properly prepared in accordance with UK Generally Accepted Accounting Practice, and

* have been prepared n accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given n the Directors' Report for the financial year for which the financial statements
are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report 1n respect of the following matters where the Compames Act 2006 requires us to report to
you 1f, in our opinion




Independent auditor’s report to the members of Oxford Instruments Industrial
Products Limited (continued)

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

» the financial statements are not 1n agreement with the accounting records and returns, or
» certam disclosures of directors' remuneration specified by law are not made, or

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

S Haydn-Jones {(Senior Statutory Auditor) 1¥ November 2011
For and on behalf of KPMG Audit LLP, Statutory Auditor
Chartered Accouniants




Oxford Instruments Industnal Products Limited (formerly Oxford Instruments Analytical

Profit and loss account
Sor the year ended 31 March 2011

Limited)

Directors” report and financial statements

31 March 2011

2011 2010

Notes £000 £000
Turnover 2 33,937 37,128
Cost of sales (16,190) (19,423
Gross profit 17,747 17,705
Eustribution costs (5,812) (6,151)
Administrative expenses (including an exceptional income
of £214,000 (2010 £155,000)) 6 {(8,662) (10,197)
Operating profit 3,273 1,357
Interest recervable 7 1 -
Interest payable 8 (28) (13)
Profit on ordinary activities before taxation 3 3,246 1,344
Tax on profit on ordinary activities 9 895 3)
Profit for the financial year 19 4,141 1,341
The Company has no recogmised gains and losses other than the profit on ordinary activities after taxation and
therefore no statement of recogmsed gains and losses has been presented
During the year the company transferred part of its trade to a fellow subsidiary (see note 23)
Company number 1044063 8




Oxford Instruments Industrial Products Lumited (formerly Oxford Instruments Analytical

Balance sheet
at 31 March 2011

Limited)
Directors’ report and financial statements
31 March 2011

2011 2010
Notes £000 £000 £000 £000
Fixed assets
Intangible assets 10 991 -
Tangible assets 11 184 5,121
Investments 12 49 68
1,224 5,189
Current assets
Stock 13 806 3,430
Debtors 14 18,307 7,140
Cash at bank and i hand 1,106 3,702
20,219 14,292
Creditors: amounts falling due within
one year 15 (3,132) (11,450)
Net current assets 17,087 2,842
Total assets less current habihities 18,311 8,031
Provisions for habilities and charges 16 417 (301)
Net assets 17,894 7,730
Capital and reserves
Called up share capital 17 5,219 5,219
Share premium reserve 18 50 50
Profit and loss account 19 12,625 2,461
Shareholders” funds - equity 17,894 7,730

These financial statements were approved by the board of directors on 1* November 2011 and were signed on 1ts

behalf by
ity

Tom Curtis
Director
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Oxford Instruments Industrial Products Limited {formerly Oxford Instruments Analytical

Reconciliation of movement in shareholders’ funds
Sor the year ended 31 March 2011

Limited)

Directors’ report and financial statements

31 March 2011

2011 2010

£000 £000
Opening shareholders’ funds 7,730 6,351
Profit for the financial year 4,141 1,341
Dividends paid (4,000) -
Credit i respect of employee share options 23 38
Caprtal contribution from Oxford Instruments Industrial
Products Holdings Ltd 10,000 -
Closing shareholders’ funds 17,894 7,730
Company number 1044063 10




Oxford Instruments Industrial Products Limited (formerly Oxford Instruments Analytical
Limited}

Directors’ report and financial statements

31 March 2011

Notes
(forming part of the financial statements)

1 Accounting policies

The following principal accounting policies have been applied consistently m dealing with tems which are
considered material in relation to the Company’s financial statements except as follows

Basis of preparation

The financial statements have been prepared in accordance with applicable accounting standards and under the
historical cost accounting rules Under Financial Reporuing Standard (FRS) 1 the Company 1s exempt from the
requirement to prepare a cash flow statement on the grounds that a parent undertaking includes the Company n 1ts
own pubhshed consolidated financial statements The Company 15 exempt under section 400 of the Companies Act
2006 from the requirement to prepare group accounts These financial statements present information about the
Company as an individual undertaking and not about 1ts group

As the Company 15 a wholly owned subsidiary of Oxford Instruments plc, the Cempany has taken advantage of the
exemption contained in FRS 8 and has therefore not disclosed transactions or balances with entities which form part
of the group The consohdated financial statements of Oxford Instruments plc, within which this Company 1s
inciuded, can be obtained from the address given in note 24

Gowmng concern
The Company’s busmess activities, together with the factors hikely to affect its future development and position, are
set out 1n the Business Review section of the Directors’ Report

The Company participates in the group’s centralised treasury arrangements and so shares banking arrangements with
its parent and fellow subsidiaries The directors, having assessed the responses of the directors of the Company’s
ultimate parent Oxford Instruments ple to their enquiries have no reason to believe that a material uncertainty exists
that may cast significant doubt about the ability of the Oxford Instruments group to continue as a going concern or its
ability to continue with the current banking arrangements

On the basis of therr assessment of the Company’s financial position and of the enquiries made of the directors of
Oxford Instruments plc, the Company’s directors have a reasonable expectation that the Company will be able to
continue 1n operational existence for the foreseeable future Thus they continue to adopt the going concern basis of
accounting 1n preparing the annual financial statements

Turnover

Tumover, which excludes value added tax and similar sales based taxes, represents sales to external customers of
products and services and 1s stated before commussions payable to agents Turnover 1s recognised on shipment,
except for service contracts Turnover from contracts for maintenance and support 1s recognised on a pro rata basis
over the contract period Turnover recorded at the time of shipment includes an allowance for installation and the
estimated warranty and 1nstallation costs are accrued in full at the same time Warranty costs are based on the
historical relationship between actual costs incurred and the relevant turover exposure

Goodwill

Purchased goodwill (representing the excess of fair value of the consideration given and associated costs over the
fair value of the separable net assets acquired) 15 capitalised and amortised to ml by equal annual instalments over its
estimated useful hife

Taxation

The charge for taxation 1s based on the profit for the year and takes into account taxation deferred because of timing
differences between the treatment of certain items for taxation and accounting purposes Deferred tax 1s recognised,
without discounting, 1n respect of all timing differences between the treatment of certain items for taxation and
accounting purposes which have arisen but not reversed by the balance sheet date, except as otherwise required by
FRS 19

Company number 1044063 11




Oxford Instruments Industrial Products Limited (formerly Oxford Instruments Analytical
Limited)

Directors® report and financial statements

31 March 2011

Notes (continued)

1 Accounting pohcies (continued)

Leases
Operaung lease rentals are charged to the profit and loss account on a straight hine basis over the life of the lease

Fixed assets and depreciation
Depreciation 1s provided to write off the valuation or the cost less estimated residual value of tangible fixed assets by
equal instalments over their estimated useful economic hves as follows

Freehold buildings - 2% per annum
Machnery and equipment - 10-20% per annum
Computer equipment - 25% per annum
Motor vehicles - 25% per annum
Furmiture and fittings - 10% per annum

Leasehold land and buildings, where the period of the lease 1s less than 50 years, are wnitten off on a straight line
basis over the remamning period of the lease Freehold land 1s not depreciated

Stocks and work tn progress

Stocks and work in progress are valued at the lower of cost, including materials, direct labour and an attnibutable
proportion of production overheads, and net realisable value, net of payments on account Provision 1s made for
obsolete, slow moving and defective stock where appropriate n the light of recent usage, expected future
requirements, new product mtroduction plans and likely realisable values

Pensions

The Company participates 1n a group wide pension scheme providing benefits based on final pensionable pay The
assets of the scheme are held separately from those of the Company The Company 15 unable to identify 1ts share of
the underlying assets and habilities of the scheme on a consistent and reasonable basis and therefore, as required by
FRS 17 Retirement benefits, accounts for the scheme as 1f it were a defined contribution scheme  As a result, the
amount charged to the profit and loss account represents the contributions payable to the scheme n respect of the
accounting period  Refer to note 20 for the additional disclosures required by FRS 17

Share-based payments

The share option programme allows employees to acquire shares of the ultimate Parent Company The fair value of
options granted after 7 November 2002 and those not yet vested as at 1 April 2005 1s recognised as an employee
expense with a corresponding mcrease m equity The fair value 1s measured at grant date and spread over the period
during which the employee becomes unconditionally entitled to the options The fair value of the options granted 15
measured using an option pricing mode, taking into account the terms and conditions upen which the options were
granted The amount recognised as an expense 1s adjusted to reflect the actual number of share options that vest
except where forfeiture 1s only due to share prices not achieving the threshold for vestmg

Research and development

Research and development expenditure, net of grants receivable, 1s charged to the profit and loss account m the year
in which 1t s mcurred, unless 1t 15 recervable under a customer contract when 1t 1s carmed forward as work n
progress at the lower of cost and net realisable value

Foreign currencies

The Company enters into forward exchange contracts to mitigate the curtency exposure that arise on sales and
purchases denominated n foreign currencies Transactions in foreign currencies are converted into sterling at the
rate ruling on the date of the transaction Monetary assets and habilities denominated tn foreign currencies ate
translated at the rates ruling at the balance sheet date or at the appropniate forward contract rates Exchange profits
and losses ansing from the above are dealt with in the profit and loss account

Company number 1044063 12




Oxford Instruments Industrial Products Limited (formerly Oxford Instruments Analytical
Limited)

Directors’ report and financial statemenis

31 March 2011

Notes (continued)
H Accounting policres (continued)

Classification of financial instruments issued by the Company
Financial instruments 1ssued by the Company are treated as equity (1 ¢ forming part of the shareholders’ funds) only
to the extent that they meet the following two condimons
1} they include no contractual oblhigation upon the Company to dehver cash or other financial assets or to
exchange financial assets or financial habilities with another party under conditions that are potentially
unfavourable to the Company, and
1) where the strument will or may be settled in the Company’s own equity imstruments, 1t 1s erther a non-
derivative that wincludes no obligation to deliver a vanable number of the Company’s own equity
instruments or 15 a derivative that will be settled by the Company’s exchanging a fixed amount of cash
or other financial assets for a fixed number of 1ts own equity instruments

To the extent that this definiion 1s not met, the proceeds of 1ssue are classified as a financial hability Where the
mstrument so classified takes the legal form of the Company’s own shares, the amounts presented in these financial
statements for called up share capital and share premium account exclude amounts in relation to those shares

Finance payments associated with financial habilities are dealt with as part of mnterest payable and srmilar charges
Finance payments associated with financial instruments that are classified as part of shareholders’ funds (see
dividend policy), are dealt with as appropriations 1n the reconcihation of movements in shareholders’ funds

Dividends on shares presented within shareholders’ funds
Dividends unpaid at the balance sheet date are only recognised as a hability at that date to the extent that they are
approprately authorised and are no longer at the discretion of the Company Unpaid dividends that do not meet these
criteria are disclosed in the notes to the financial statements

Company number 1044063 13




Oxford Instruments Industrial Products Linmited (formerly Oxford Instruments Analytical

Notes (continued)

2 Analysis of turnover

Limited)
Directors’ report and financial statements
31 March 2011

All acuivities of the Company are within one class of business origmating from the UK An analysis of geographical

turnover by market 1s given below

By destination 2011 2010
£000 £000
United Kingdom 1,702 1,748
Europe 7,471 11,480
USA and Canada 7,856 5,456
Japan 6,393 5,933
Rest of Far East 9,614 10,600
Other 901 1,911
33,937 37,128
3 Profit on ordinary activities before taxation
Profit on ordinary activities before raxation 1s stated after 2011 2010
charging £000 £000
Amounts recervable by the auditors and their associates in
respect of
Audit of these financial statements 22 28
Research and development 3,435 3,623
Hire of plant and machinery - rentals payable under
operating leases 103 113
Hire of other assets — operating leases 5 105
Depreciation of tangible fixed assets - owned 442 640
Amortisation of ntangibles 71 -
Loss on disposal of fixed assets 16 23

Administrative expenses include a charge of £23,000 (2070 £38 000} in respect of the cost of providing share
options in the parent company The cost 1s calculated by estimating the fair value of the option at grant date and
spreading that amount over the vesting period  Further details of the assumptions used n these calculations are

given below

Company number 1044063
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Notes (continued)

Oxford Instruments Industral Products Limited (formerly Oxford Instruments Analytical

K} Profit on ordimary activities before taxation (continued)

Limite

d)

Directors’ report and financial statements

31 March 20

11

The terms and conditions of all awards and grants made since 7 November 2002 are as follows, all awards and

option exercises are settled by physical delivery of shares

Number of
Employees instruments Contractual
Grant date Plan entitled granted Vesting conditions Iife of option
January 2011 Executive Share | Certain senior 35,700 Three years of service 10 years
Option Scheme executives plus satisfaction of
performance conditions
December 2009 Executive Share | Certain senior 101,000 Three years of service 10 years
Cption Scheme executives plus satisfaction of
performance conditions
December 2008 Executive Share | Certain senior 80,000 Three years of service 10 years
Option Scheme executives plus satisfaction of
performance conditions
September 2007 Executive Share Certain senior 32,000 Three years of service 10 years
Option Scheme executives plus satisfaction of
performance conditions
December 2006 UK Save As You [AllUK 27,505 Three or five years of 350r55
Eam Scheme 21 cmployees service years
September 2006 Executive Share Certam semor 5,333 Three years of service 10 years
Option Scheme executives plus satisfaction of
performance condittons
July 2006 Executive Share | Certan senior 36,044 Three years of service 10 years
Option Scheme executives plus satisfaction of
performance conditions
December 2005 Executive Share | Certain senior 480 Three years of service 10 years
Option Scheme executives plus satisfaction of
performance conditions
December 2005 UK Save As Yeu |All UK 17,257 Three or five years of 350r55
Earn Scheme 21 employees service years
July 2005 Executive Share | Certamn semor 43,224 Three years of service 10 years
Option Scheme executives plus satisfaction of
performance conditions
December 2004 UK Save As You {AIlUK 24,392 Three or five years of 350r55
Eam Scheme 19 {employees service years
July 2004 Executive Share | Certain semor 62,897 Three years of service 10 years
Option Scheme executives plus satisfaction of
performance conditions
December 2003 UK Save As You [AllUK 24,487 Three or five years of 350r55
Earn Scheme 18 [employees service years
July 2003 Executive Share Certain senior 74,563 Three years of service 10 years
Option Scheme executives plus satisfaction of
performance conditions
December 2002 Executive Share Certain senior 4,800 Three years of service 10 years
Option Scheme executives plus satisfaction of
performance conditions
December 2002 UK Save As You |AllUK 13,261 Three or five years of l50r55
Earn Scheme 17  [employees service years

Company number 1044063
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Notes (continued)

3

Executive Share option Scheme

Oxford Instruments Industrial Products Limited (formerly Oxford Instruments Analytical

Limited)

Directors’ report and financial statements

Profit on ordinary activities before taxatwon (continued)

31 March 2011

January | December| December| September | September July| December July
2011 2009 2008 2007 2006 2006 2005 2005
Fair value at measurement date 247 9p 49 4p 23 8p 513p 44 6p 46 6p 64 Op 56 5p
Share price £705 £203 £133 £230 £2 05 £210 £2 42, £217'
Exercise price £705 £203', £135 £232 £203%, £210 £242'1 £219
Expected volatility 37 6% 35 3% 34 4% 302% 33 5% 34 3% 373% 38 4%
Expected option life (expressed
as weighted average hife used in
the modelling) 6 years 6 years 6 years 6 years 6 years 6 years 6 years 6 years
Expected dividend yield 12% 4% 6 3% 37% 41% 4 0% 35% 3%
Risk free mterest rate 24% 30% 3 0% 58% 4 6% 4 7% 4 3% 4 2%
Performance condition discount
in respect of TSR condition n/a n/a n/a 33 7% 31 4% 33 6% 24 2% 23 0%
UK Save as You Earn Scheme — 3 year
December 2006 |December 2005 |December 2004 | December 2003 | December 2002
Fair value at measurement 83 7p 65 0p 63 Op 55 Opy 37 Op
date
Share price £2 55 £2 44 £2 14 £1 95 £1 47
Exercise price £1 83 £2 14 £175 £174 £135
Expected volatility 25 8% 33 3% 35 0% 40 1% 41 6%
Expected option life
{expressed as weighted
average life used in the
modelling) 3 25 years| 3 25 years 3 25 years, 3 25 years 3 25 years
Expected dividend yield 3 3% 3 4% 3 9% 4 3% 5 7%
Risk free interest rate S 1% 4 3% 4 4"/j 4 5% 4 1%
UK Save as You Earn Scheme - 5§ year
December 2006 [December 2005 |December 2004 | December 2003 | December 2002
Fair value at measurement 98 5p 79 0p 78 Op 69 Opy 43 Op|
date
Share price £255 £2 44 £2 14 £195 £1 47"/
Exercise price £173 £202 £1 65 £164 £127
Expected volatility 31 0% 34 2% 39 8% 43 7% 41 5%
Expected option Iife
(expressed as weighted
average hfe used m the
medelling) 525 years 5 25 years 5 25 years| 525 year 5 25 years|
Expected dividend yield 3 3% 3 4% 3 9% 4 3”/3 5 7%
Risk free interest rate 4 9% 4 2% 4 4% 4 7% 4 3%

Company number 1044063
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Oxford Instruments Industrial Products Limited (formerly Oxford Instruments Analytical
Limited)

Directors’ report and financial statements

31 March 2011

Notes (continued)

3 Profit on erdinary activities before taxation (continued)

In all cases expect volatility has been based on historical volatility over a period of time of the same length as the
expected option hife and ending on the grant date The volatility has been used to incorporate a discount for TSR

market condition in the ESQ scheme

The Executive Share Option Scheme has been valued using a Monte-Carlo stochastic model The Save as You Eamn
scheme has been valued using a modified Black-Scholes model

The number and weighted average exercise prices of share options are as follows

Weighted Weighted
average Number of average Number of
exercise price options exercise price options
2011 2011 2010 2010
Quistanding at the beginning
of the period £1.86 124,979 £158 186,174
Granted during the year £7.05 35,700 £2 04 101,000
Forfeited during the year £192 (28,000) £1 80 (28,481)
Exercised during the year £2.13 (35,883) £1383 (55,800)
Lapsed during the year £2.12 (3,433} £202 (77,914}
Intra-group transfer on
restructuring £1.63 (34,014) - -
Quitstanding at the year end £2.79 59,349 £1 86 124,979
4 Remuneration of directors
2011 2010
£000 £000
Directors’ emoluments 582 619
Company contributions to money purchase pension
schemes 16 10

There was one (20/0 three) director to whom retirement benefits was accruing under the Group defined benefit
scheme Four (2010 two) directors have retirement benefits accruing under a money purchase scheme

The aggregate of emoluments of the highest paid director was £265,000 (2070 £/98,000) He 1s not a member of a
defined benefit scheme He exercised 5,000 (20/¢ nil) share options during the year

Company number 1044063 17




Notes (continued)

5 Staff numbers and costs

Oxford Instruments Industrial Products Limited (formerly Cxford Instruments Analytical
Limited)
Directors’ report and financial statements

31 March 2011

The average number of persons employed by the Company (including directors) during the year, analysed by

category, was as follows

Number of employees

2011 2010
Production 3 78
Sales and marketing 15 57
Research and development 8 63
Admmistration 9 29
35 227

The aggregate payroll costs of these persons were as follows
2011 2010
£000 £000
Wages and salaries 5,952 7,140
Social security costs 601 708
Other pension costs 326 467
6,879 8,315

6 Exceptional Items

The exceptional income totalling £214,000 recognised during the year (2070 £155,000) relate to the wind down of

Oxford Instruments Measurements Systems GmbH

7 Interest receivable
2011 2010
£000 £000
Bank interest receivable 1 -
8 Interest payable
2011 2010
£000 £000
Bank interest payable 28 13

Company number 1044063
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Oxford Instruments Industrial Products Limited (formerly Oxford Instruments Analytical

Notes (continued)

Limited)

Directors’ report and financial statements

31 March 2011

9 Taxation
20m 2010
£000 £000 £000 £000
UK corporation tax
Current tax on income for the penod {139) -
Adjustment in respect of prior periods 20 -
Forewgn tax
Current tax on income for the penod 20 (3)
Total current tax (139) 3)
Deferred tax (see noteld )
Recogmtion of deferred tax assets not
previously recognised 648 -
Origination of timing differences 386 -
Total deferred tax 1,034 -
Tax on profit on ordinary activities 895 3)

Factors affecting the current tax charge for the period

The current tax charge 1s lower (2010 [ower) than the standard rate of corporation tax in the UK of 28% (20/0
289%) The differences are explained below

2011 2010
£000 £000
Profit on ordinary activities before tax 3,246 1,344
Profit on ordnary activitics before tax at standard tax rate
of 28% (2010 28%) 909 376
Effects of
Expenses not deductible for tax purposes (15) 43
Accounting depreciation m excess of tax depreciation (109) (206)
Permanent differences (189
Research and development tax credits {124)
Under provided in prior years 20 -
Utilisation of tax losses (542) (24)
139 -

Factors that may affect future, current and total tax charges

The 201t Budget on 23 March 2011 announced that the UK corporatton tax rate will reduce to 23% over a period of
4 years from 2011 The first reduction n the UK corporation tax rate from 28% to 27% (effective from | Apnil
2011) was substantively enacted on 20 July 2010, and further reductions to 26% (effective from 1 April 2011} and
25% (effective from | Apnl 2012) were substantively enacted on 29 March 2011 and 5 July 2011 respecuvely

This will reduce the company’s future current tax charge accordingly and further reduce the deferred tax asset at 31
March 2011 (which has been calculated based on the rate of 26% substantively enacted at the balance sheet date)
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Oxford Instruments Industrial Products Limited (formerly Oxford Instruments Analytical

Notes (continued)

10 Intangible fixed assets

Limited)

Drirectors’ report and financial statements

31 March 2011

Goodwl!
£000

Cost
At the beginming of the year -
Intra-group transfer on re-structuring 2,838
At the end of the year 2,838
Amortisation
At the beginning of year -
Charge for the year 71
Intra-group transfer on re-structuring 1,776
At the end of year 1,847
Net book value
At 31 March 2011 991

At 31 March 2010

- |

Goodwill transferred from Oxford Instruments Melecular Biotools Ltd, had a useful economic hfe of 10 years and
was being amortised on a straight-hine basis over that penod

11 Tangible fixed assets

Freehold land Plant and Fixtures and Total
and buildings machnery fittings
£000 £000 £000 £000

Cost
At the beginning of year 5,001 7,727 761 13,489
Additions - 232 - 232
Disposals - (49) - (49)
Intra-group transfer on restructuring {5,001} (7,580} (761) (13,342)
At the end of year - 330 - 330
Depreciation
At the beginming of year 1,018 6,711 639 8,368
Charge the for year 62 351 27 440
Eliminated on disposal - (33) - (33)
Intra-group transfer on restructuring (1,080) (6,883) (666) (8,629)
At the end of year - 146 - 146
Net book value
At 31 March 2011 . 184 - 184
At 31 March 2010 3,983 1,016 122 5,12

A freehold land at a cost of £900,000 (2070 £900,000) which was not depreciated was transferred out to Oxford

Instruments Nanotechnology Tools Limited
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31 March 2011
Notes (continued)
12 Investments
2011
£000
Cost
At beginning of year 257
Written off in year (207)
At end of year 50
Provisions
At beginning of year 189
Wnite off investment 1n Oxford Instruments Measurements
Systems GmbH (188)
At end of year 1
Net book value
At end of year 49
At beginning of year 68
The undertakings in which the Company has an interest at the year end are as follows
Class and
Country of Principal percentage of
incarporation activity shares held
Subsidiary undertakings
England and
Oxford Instruments NanoAnalysis Lid Wales Dormant 100%  Ordmary
Oxford Instruments Measurement Systems GmbH
(W iesbaden) (formerly Link Analytical GmbH Advanced
{Wiesbaden)) Germany mstrumentation 100%  Ordwnary

Company number 1044063

21




Oxford Instruments Indusimal Products Limited (formerly Oxford Instruments Analytical

Limited)
Directors’ report and financial statements
31 March 2011
Notes (continued)
13 Stock
2011 2010
£000 £000
Raw materials and consumables 404 1,632
Work in progress 143 392
Funished goods 159 1,426
806 3,450
14 Debtors
2011 2010
£000 £000
Amounts falling due within year:
Trade debtors 505 4,767
Amounts owed by group undertakings 16,203 1,662
Other debtors 325 340
Prepayments and accrued income 30 371
Corporation tax 281 -
Deferred tax (see below) 963 -
18,307 7,140
Deferred tax asset
At beginning of year - -
Transfer to profit and loss account 1,034 -
Intra-group transfer on restructuring )] -
At the end of the year 963 -
The deferred tax asset compnises the following elements
2011 2011 2010 2010
Recogmised | Unrecognised Recogmised |  Unrecognised
£000 £000 £000 £000
Excess of depreciation over corresponding
capital allowances 314 - - 1,099
Carried forward losses 628 - - 497
Short term timing differences 21 - - 119
At end of the year 963 - - 1,715

Deferred tax assets have been recognised 1n respect of these items as it 1s probable that future taxable profits will be
available against which the Company can utilise the benefits therefrom
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Notes (continued)

15 Creditors: amounts falling due within one year

Limited)
Drrectors’ report and financial statements
31 March 2011

20m 2010

£000 £000

Bank loans and overdraft 106 504
Payments received on account 639 8
Trade creditors k| 3,514
Amounts owed to group undertakings - 4,469
Other creditors including taxation and soctal security 182 36
Accruals and deferred income 1,814 2919
3,132 11,450

16 Provisions for habilities and charges

Restructuring Warranty Total

£000 £000 £000

At beginning of year - 301 301
Additional provision made 1n year - 666 666
Utilised n the year - {358) (358)
Released n the year - 9 (&)
Intra-group transfer on restructuring 15 (198) (183)
At the end of the year 15 402 417

The restructuring provision relates to the rationahisation of activities within the Company

The warranty provision reflects the Company’s standard terms and conditions In general these apply for a year and,

as a result, the majority of the provision 1s expected to be utthsed within a twelve month period

17 Called up share capital

2011 2010
£000 £000
Allotted, called up and fully paid
5,219,174 ordinary £1 shares 5219 5,219
18 Share premium reserve
£000
At 31 March 2010 and 31 March 2011 50
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Limited}

Directors’ report and financial statements

31 March 2011

Notes (continued)

19 Profit and loss account

201 2010

£000 £000
At the beginning of year 2,461 1,082
Retained profit for the financial year 4,141 1,341
Dividend paid (4,000) -
Credit 1n respect of employee share options 23 38
Capital contribution from Oxford Instruments Industnial
Products Holdings Ltd 10,000 -
At the end of year 12,625 2,461

20 Pension commitments

The Company and its employees contnbute to the Oxford Instruments Pension Scheme, a defined benefit scheme
Contributions are based on pension costs across the Group as a whole The assets of the Scheme are held n a
separate trustee admimistered fund

The Oxford Instruments Pension Scheme was closed to new members from 1 Apnl 2001 Since this date new
employees have been invited to jom the Oxford Instruments Stakeholder Plan, a defined contrmibution scheme

During the year the scheme was closed to future accrual

The Directors do not believe 1t possible to allocate the assets and liabilities of the scheme to individual group
members on a consistent and responsible basis Accordingly, under FRS 17 the Company 15 exempt from recognising
its share of the net pension deficit and accounts for the scheme as though 1t were a defined contribution scheme The

following disclosures relate to the pension commitments for the whole scheme

The latest actuanal valuation was carried out at 31 March 2009 by a qualified independent actuary

The major assumptions used by the actuary were (in nominal terms)

At 31 March 2011 At 31 March 2010

% %

Rate of increase 1n salarnies n/a 39
Rate of increase 1 pensions in payment (prei997) 2.4 24
Rate of increase 1n pension in payment (post 1997) 3.2 32
Discount rate 5.6 56
Inflaticn assumptions 2.7 34
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Notes (continued)

20 Pension commitments (continued}

Long term Long term Long term Long term
rate of rate of rate of rate of
return returm return retum
expected at Value | expected at Value at | expected at Value at | expected at Value at
31 March 31 March 31 March 31 March 31 March 31 March 31 March 31 March
2011 2011 2010 2010 2009 2009 2008 2008
% £m Y £m % £m % £m
Equities 79 643 80 532 B0 436 80 587
Corporate bonds 56 458 56 416 69 284 64 261
Gilts 44 337 45 313 42 300 45 292
Cash 44 135 45 166 42 120 53 57
Alternative 72 92 73 90 70 58 73 151
Total market value
of assets 166 5 1517 1198 1348
Present value of
scheme habilities (177 1) (183 7) (131 3) (154 0)
Deficit in the
scheme (106) (320) {11 3) (192)
Related deferred tax
asset* 30 g0 32 54
Net pension
lability (7 6) (23 (8 3) (13 8)
* Based on 26% (20/0 28%) rate of tax
The contributions paid to the defined benefit scheme by the Company were £134,000 (20/0 £362,000)
The contributions paid to the defined contribution scheme by the Company were £192,000 (2010 £105,000)
21 Commitments
Operating lease commitments
Annual commitments under non-cancellable operating leases are as follows
2011 2010
Other Other
£000 £000
Operating leases which expire
Within one year 6 15
In the second to fifth years inclusive 36 71
42 86

Capital commitments

At 31 March 2011 there were no outstanding capital commitments authorised (2670 £8,600) or contracted for
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Notes (continued
22 Acquisitions

On 31 December 2010, the Company acquired the trade and assets of Oxford Instruments Molecular Biotools
Limited (a fellow group undertaking) at book value The book value of the net assets acquired and the consideration

paid was as follows

Book value

£000

Fixed assets (notes 10 &11) 1,148
Stock 835
Debtors 277
Cash at bank 859
Creditors (2,100)
Provisions (note 16) (320)
Deferred tax (note 14} 979
Net group balances {504)
Total 8§74

23 Disposals

On 31 December 2010 the Nanoanalysis Division’s trade, assets and habilities were transferred to a fellow group
undertaking Oxford Instruments Nanotechnology Tools Limited The net assets transferred and consideration

recerved was as follows

Book value
£00H)
Fixed assets (notes 10 &11) 4,799
Stock 3,305
Debtors 5,173
Cash at bank 5,233
Creditors (7,107)
Provisions (note 16) (503)
Deferred tax (note 14} 1,050
Net group balances 340
Total 12,290
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Notes (continued)

24 Immediate and ultimate holding company

The Company’s immediate holding company 1s Oxford Instruments Industrial Products Holdings Limited, a
company registered in England and Wales

The ultimate parent company 15 Oxford Instruments plc, a company registered in England and Wales This 1s the
only company 1n the group that prepares consolidated financial statements These are available to the public and
may be obtamed from Oxford Instruments ple’s head office at Tubney Woods, Abingdon Oxon, OX13 3QX,
England
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