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Millbrook Scientific Instruments plc

Final Results

Millbrook Scientific Instruments plc, the designer and manufacturer of innovative
scientific instruments that measure nanoscale properties of thin films and coatings,

announces its Final Results for the year ended 31 March 2006.

Highlights

Sales increased by 32% to £2.16 million (2005: £1.64 million)

EBITDA loss of £91,000 (2005: EBITDA profit £83,000)

Successful share placing raised £789,000 in April 2006

Continuing success in Asia — sales up 92% on previous year

New premium versions of the MiniSIMS developed and generating orders
Rationalisation of Aquila into Wrexham operations will produce significant
savings

Order book at £800k with a further £500k high probability prospects

Commenting on the results, Dr Peter Stefanini, Executive Chairman, said:
“Trading last year was slower than expected, due to the delay in conversion of some
prospects to orders, which had a significant impact on the bottom line. Increasing

sales in 2006-7 is our highest priority and our efforts are focused on that task.

The principal achievement of last year was that we completed the development of a
number of new products that greatly enhance our product range. These are now
ready to market and have already generated substantial interest. Compared with last
year, the order book is stronger, the product range is broader and the cost base has

been reduced. | therefore believe that we are poised for a successful year.”



For further information:
Millbrook Scientific Instruments plc Tel: +44 (0) 1254 699 606
Dr Peter Stefanini, Executive Chairman

f.p.stefanini@millbrook-instruments.com www.millbrook-instruments.com

Seymour Pierce Limited Tel: +44 (0) 20 7107 8000
Sarah Wharry, Corporate Finance

sarahwharry@seymourpierce.com WWW.Seymourpierce.com

Media enquiries:

Abchurch Tel: +44 (0) 20 7398 7700
Sarah Hollins/Gareth Mead
sarah.hollins@abchurch-group.com www.abchurch-group.com




EXECUTIVE CHAIRMAN'S STATEMENT & REVIEW

OVERVIEW

The Group geared up for another year of strong sales growth but this did not
materialise. Performance in the first half of the year was encouraging but was
followed by a Iull in demand during the third quarter. Strong order intake as the year
drew to a close provided some relief. However, this was insufficient to prevent a loss
for the year as a whole. Having invested in hew people and in an AIM listing, the
modest overall growth in turnover and gross profit was insufficient to cover these

additional overheads.

For the MiniSIMS and the NanoTest, the hiatus in orders arose principally from
customers failing to secure their capital budget allocations within the anticipated
timescales. Accordingly, orders were not lost in the vast majority of cases, but merely
postponed. This is a feature of selling capital goods that we cannot easily avoid.
Nevertheless, we have taken steps to generate a longer and more robust prospect list

this year with a view to ensuring more back up in such situations.

Sales of the Aquila nkd spectrophotometer were well below target and as a result, that
sector of our business contributed disproportionately to the overall loss for the Group.
We believe the product has significant competitive advantages and customers testify
to its unique benefits but the small management team has been unable to realise its
potential. We have therefore decided that Aquila should no longer operate as a
freestanding unit in Cambridge but from August should be integrated into our
operations at Wrexham. This will result in cost savings as well as more effective

management of the business.

In addition to withdrawal from the Cambridge site, other action has been taken to
reduce overheads. The board has been reduced from eight to five - more appropriate
to the size of the business — and Paul Grasske has assumed the role of Finance
Director whilst maintaining responsibility for the line management of our Wrexham
operations. These changes represent a reduction in annual fixed costs of around
£150,000.



Delayed sales during the second half of the year created pressure on cash. The
Group managed this situation over several months, but concluded towards the year-
end that it required additional working capital to pursue its growth objectives.
Accordingly some £789,000 (gross) was raised through a private placing in April 2006.
These additional funds will enable the Group to pursue a more incisive sales and

marketing policy globally and strengthen its distribution in key areas.

Impressive progress was made during the year in product development, so that the
Group’s product portfolio is now substantially broader. Orders received for this year
are in excess of £800k and the prospect list is also encouragingly strong. With new
income streams arising from the products developed last year, we expect to achieve a

major increase in sales, leading to a strong overall performance.

RESULTS

Group sales were £2.16 million, 32% up on the previous year. However, if the full
sales of Micro Materials Limited in 2004-5 (including those made before acquisition)
are taken into account, the sales increase was only 7%. Gross Profit increased to
£1.14 million, 22% up on the previous year. Gross Margin at 53% was 4% down on

2004-5, mainly as the result of a changed product mix.

Overheads were £1.23 million. This compares with £0.85 million for the previous year
or £1.02 million if the overheads incurred by Micro Materials Limited prior to acquisition
are included. Investment in sales and software personnel as well as the additional
expenses associated with a full year’s listing on AIM - including advisors’ fees — were

the main contributors to the increase.

Loss for the year at the EBITDA level was £91,000, which compares with a profit of
£83,000 in 2004-5.



MARKETS & MARKETING

The Group has continued to increase its global reach. New markets penetrated for the
first time last year included Australia and Greece. A MiniSIMS sold to a
semiconductor company near Beijing was our tenth instrument sale to China. Two
further MiniSIMS were sold to South Korea making a total of five now operating in that
country. Certainly our performance in Asia has been impressive with overall sales

increasing by 92% in that region.

We took steps last year to improve performance in North America. A joint venture
between Micro Materials Limited and MVA Scientific Consultants of Atlanta should
ensure that the NanoTest gets far greater exposure to potential purchasers in the
USA. Indeed the venture has already generated a number of valuable leads. A

similar arrangement is now being considered for the MiniSIMS.

The sales teams within the Group are working increasingly closely together and
sharing information on leads. In a number of cases, the sale of one instrument to a
particular customer has opened the door for the sale of other instruments in the
Group’s portfolio. This year we expect the synergies to be greater and to result in

more complementary selling.

The Millborook name still has a relatively low profile in the scientific instrument sector
and we intend to take steps to strengthen it. The Group website has been improved
during the year both from the point of view of investor information and also for the
potential customer who sees the full Group product portfolio, before being directed to

the particular instrument group in which they are primarily interested.

TECHNOLOGY & PRODUCT DEVELOPMENT

We focus our development effort on the needs of customers identified through detailed
discussions with them. Accordingly, development has centred around speed and
sensitivity of analysis, accommodating larger samples, increasing automation, and

extending the range of measurement.

It proved to be an exceptionally productive year for development of new products and
these are now ready for sale to customers. Developments followed the plan outlined

in last year's Report & Accounts.



The MiniSIMS, which provides a means of analysing chemically the surface of solid
materials, has been transformed into a range of products and bolt-on options. A large
sample handling option has been developed and sales — upgrades of existing systems
- have already been made to a nhumber of customers. A new model, incorporating a
time of flight mass spectrometer and selling at a significant premium to the standard
MiniSIMS, is expected to account for a significant proportion of sales this year. Both

systems can be supplied with large sample handling as an option.

| referred in our Interim Statement to an order worth a quarter of a million pounds,
received from a large Japanese electronics company for an advanced version of the
MiniSIMS which will provide an automated testing system for one of their major
product lines. This exciting new instrument is due for delivery in the first half of this
year. The customer has indicated an interest in two further systems and the

technology will be applicable to further quality control systems for related applications.

The development programme at Micro Materials has also generated a range of new
options for the NanoTest, which measures the mechanical properties of thin films and
coatings. Most important among these is the impact testing module which is protected
by patent and is expected to contribute substantially to sales this year. Further
advances have also been made in extending the temperature range over which testing
can be carried out. These two capabilities distinguish us from the limited competition

in this sector and should enable us to command a larger market share.

The main thrust of Aquila nkd development this year has been to speed up the
process of obtaining spectra from which optical parameters are derived, and to extend
the range of wavelength over which the instruments can operate. These
developments have been largely completed and the additional functionality of the

instrument is likely to improve its competitive position in the market.



BOARD

During the course of the year, three directors stepped down from the Board and were

not replaced.

Henry Boyden (non executive) left in July 2005 to pursue other interests. Tim Steele,
(non-executive) one of the founders of Millbrook, stepped down in January 2006 to
devote more time to his business interests in Australia. Tim remains our
representative in Australia as well as technical consultant to the Group. Terry
Bowman relinquished his position as Finance Director in March 2006 after successfully
managing the Group’s finances through its first four years as a PLC — first on OFEX
and then on AIM. On behalf of the board | would like to thank Henry, Tim and Terry for
their strong support, dedicated efforts and valuable contributions to board discussions

and decisions.

Paul Grasske has taken over as Group Finance Director whilst retaining his position as
managing director of our subsidiary company, Micro Materials Limited. The Board
now consists of five directors — four executive and one non executive - which we

believe is the right size for our Group as currently constituted.

PEOPLE

When the rationalisation of the Aquila and Micro Materials businesses has been
completed, the number of employees will be reduced to 24 compared with 27 at the
end of the previous year. If fee-earning directors are included, the headcount will have

been reduced from 31 to 25.

During the year we have taken the opportunity to strengthen the skill set in the Group.
Software has become increasingly important in the marketing of scientific instruments
as customers seek user-friendly instrumentation with a high degree of automation. For
this reason a software professional was appointed in July 2005 to spearhead the
writing of new data acquisition and processing systems, and excellent progress has

been made in this area.



With sales growth paramount, strengthening of sales teams is our highest priority. In
re-fashioning our sales teams we are striving to balance direct selling ability with
applications expertise and distributor management — attributes which are essential to

Success.

CURRENT TRADING

Our order book is currently strong. Forward orders are in excess of £800k with only
two months of the year elapsed, and high probability prospects account for a further
£500k. More than half of the orders and prospects relate to the new products

described above.

We are much more strongly placed at this early stage than in previous years but we
are also aware of the disappointments we have experienced in the past through a lack
of robustness in customers’ purchasing budgets. This is an unavoidable risk of selling
capital goods and it limits the confidence with which we can make accurate forecasts.
Nevertheless, all the indications are that trading this year will substantially surpass last

year’s level.

THE FUTURE

| have referred in earlier statements to the principal drivers which underpin Millbrook’s
growth — namely the trend away from monolithic materials to materials incorporating
one or more functional coatings (often only nanometres in thickness) and the
increasing interest in the way special properties can be conferred on materials through

surface engineering.

This trend has led to a growing need for specialist instrumentation for the
characterisation of surfaces and the measurement of nanoscale coatings and films.
This is where Millbrook comes in, with instruments that provide chemical, mechanical
and optical information. Our instrumentation is valuable not only in the development of
new materials and products, but also in the subsequent quality control required to

ensure reliable and reproducible manufacture.



In re-stating the above, | make no apology for repeating myself because a number of
new shareholders have come on board in the last year and we need to communicate
to them the opportunities that are springing up in this high growth market. A number of
reports have been published recently emphasising the expansion of the surface
engineering and nanocoatings market, of which the NanoRoadMap Project
November 2005 (co-funded by the Sixth Framework Programme of the European

Commission) is perhaps the most substantial.

Applications identified in that survey are wide and include: thin film transistors, solar
cells, memory storage devices for computers, planar waveguides, displays for
electronic devices, self-cleaning and friction reducing surfaces. Interestingly, whereas
life sciences has been the fastest growing sector for scientific instruments in the last
decade, a recent analysis in the trade journal Instrumenta projected a swing towards
instrumentation for physical science applications as a result of the enormous growth in
manufacturing in Asia and the corresponding need for additional quality control over
these processes. Such a trend would favour our product portfolio and enhance the

Group’s growth prospects.

Notwithstanding the high potential of the market, we need to be more effective as a
player within it. This means making people more aware of our products and the
unique contribution they make in research and quality control applications. It also

means improving the performance of the sales teams and the distributor network.

We have injected some new blood and also re-assigned responsibilities to make the
sales teams more effective. In North America we have set up a joint selling venture for
the NanoTest and are considering a similar strategy for the MiniSIMS. Our
performance is strongest in Asia and this is good news, because as indicated above
market projections show Asia as the region where disproportionately high growth in

scientific instruments is expected in the next few years.

The wider range of products we are offering the market this year should ensure that
we tap into demand for nanoscale instrumentation more successfully than before.
These include both premium products at higher prices as well as bolt-on options for a
lower outlay. Perhaps the most exciting development has been the automated system
we are designing for a Japanese electronics company, because it takes us firmly in the

direction of industrial quality control - by far the largest sector of the available market.



The increased diversity in our product portfolio provides more opportunity for selling to
our existing base of around 170 users as well as to the far larger untapped market in

industry and academia.

Organic growth will be supplemented by acquisitions where appropriate. During the
last year, we looked at a number of possibilities in the nanotechnology sector, but
generally vendors’ expectations were in excess of our valuations or they failed other

criteria. The search will continue, to find businesses that enhance shareholder value.

In conclusion | believe that everything is in place for a set of good results this year: the
order book is stronger, the product portfolio is broader and the cost base has been

reduced. | confidently expect a good outcome for Millbrook in 2006-7.

THANKS

| should like to end this review with a word of thanks: to our staff for their hard work
during the year, to our customers for their confidence in our products, to our suppliers
for their reliability and flexibility, to our professional advisers for their guidance, and to
our shareholders for their continued support for the business. | should particularly like
to thank our advisers Seymour Pierce for organising a successful share placing and to

those who contributed to this fund raising.
F P STEFANINI

Executive Chairman
20 June 2006

10



GROUP PROFIT AND LOSS ACCOUNT
for the year ended 31 March 2006

2006 2005
Notes Total Total
£ £
TURNOVER 2 2,163,497 1,635,020
Cost of sales (1,020,279) (700,744)
Gross profit 1,143,218 934,276
Administration expenses (1,234,662) (851,248)
(Loss) / Profit before interest, tax, depreciation,
amortisation and exceptional item (91,444) 83,028
Exceptional item (admission to AlM) - (130,800)
Depreciation and amortisation net of capital grant (183,085) (78,742)
released
Amortisation of goodwill (157,612) (148,624)
OPERATING LOSS (432,141) (275,138)
Bank interest receivable 1,374 3,587
Interest payable and similar charges (29,185) (4,577)
LOSS ON ORDINARY ACTIVITIES BEFORE TAX (459,952) (276,128)
Taxation 12,169 10,458
LOSS FOR THE PERIOD (447,783) (265,670)
Loss per share 3
Basic (1.183p) (0.791p)
Diluted (1.089p) (0.720p)

1



BALANCE SHEETS
at 31 March 2006

FIXED ASSETS
Intangible assets
Tangible assets

Investments

CURRENT ASSETS
Stock

Debtors

Cash at bank and in hand

CREDITORS: amounts falling due
within one year

NET CURRENT ASSETS

TOTAL ASSETS LESS
CURRENT LIABILITIES

CREDITORS: amounts falling due
after more than one year

PROVISIONS FOR LIABILITES
AND CHARGES

NET ASSETS

CAPITAL AND RESERVES
Called up share capital
Share premium account
Profit and loss account

Group Group Company Company
Notes 2006 2005 2006 2005
£ £ £ £
1,375,969 1,368,189 - -
239,496 172,652 - -

- - 1,630,197 1,630,197
1,615,465 1,540,841 1,630,197 1,630,197
228,024 301,228 - -
605,742 724,230 1,270,119 1,126,405
38,884 38,266 - 2,797
872,650 1,063,724 1,270,119 1,129,202
(1,046,307) (696,824) (217,776) (79,305)
(173,657) 366,900 1,052,343 1,049,897
1,441,808 1,907,741 2,682,540 2,680,094
(34,173) (55,690) - -
(9,137) (5,770) - -
1,398,498 1,846,281 2,682,540 2,680,094
1,893,019 1,893,019 1,893,019 1,893,019
777,861 777,861 777,861 777,861
(1,272,382) (824,599) 11,660 9,214
4 1,398,498 1,846,281 2,682,540 2,680,094




GROUP STATEMENT OF CASH FLOWS
for the year ended 31 March 2006

NET CASH INFLOW FROM OPERATING ACTIVITIES

RETURNS ON INVESTMENTS AND SERVICING OF FINANCE

Interest received
Interest paid

CAPITAL EXPENDITURE AND FINANCIAL INVESTMENT

Payments to acquire intangible fixed assets
Payments to acquire tangible fixed assets
Less grants received

TAXATION
UK corporation tax refunded / (paid)

ACQUISITIONS AND DISPOSALS
Purchase of subsidiary undertaking

NET CASH OUTFLOW BEFORE FINANCING

FINANCING

Issue of ordinary share capital
Share issue costs

New loans

Loan repayments

DECREASE IN CASH
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Notes 2006 2005
£ £
5 155,779 (143,925)
1,374 3,587
(29,185) (4,577)
(27,811) (990)
(271,867) (119,539)
(146,700) (138,211)
6,613 -
(411,954) (257,750)
12,169 (12,169)
- (281,483)

| (271,817) (696,317) |
- 517,212
- (21,924)
- 60,000
(21,517) (14,517)
(21,517) 540,771
(293,334) (155,546)




NOTES TO THE STATEMENT
at 31 March 2006

1.

BASIS OF CONSOLIDATION

The Group accounts consolidate the accounts of Millbrook Scientific Instruments plc and its

subsidiary undertakings drawn up to 31 March 2006. No profit and loss account is

presented for

Millbrook Scientific Instruments plc as permitted by section 203 of the Companies Act 1985.

All the subsidiary companies have been included in the Group accounts using the acqu
of accounting.

TURNOVER AND GEOGRAPHICAL ANALYSIS

isition method

Turnover represents the amounts derived from the provisions of goods and services which fall into

the Group’s ordinary activities, stated net of value added tax.

The Group operates in one principal area of activity, that of the manufacture and supply of scientific

instruments. It generates turnover on a worldwide basis.

Turnover, all from continuing activities, is analysed as follows:

2006 2005

£ £

Europe (including UK) 851,756 841,699

North America 216,559 285,874

Asia 974,748 507,447

Other 120,434 -

Total 2,163,497 1,635,020
LOSS PER ORDINARY SHARE

2006 2005

£ £

Basic weighted average number of shares in the period 37,860,266 33,580,952

Diluted weighted average number of shares in the period 41,118,266 36,898,536

Loss attributable to members of the parent undertaking (447,783) (265,670)

Basic loss per share (1.183p) (0.791p)

Diluted loss per share (1.089p) (0.720p)

The loss per share (basic and diluted) has been calculated on the result after tax attributable to the

ordinary shareholders and the weighted average number of shares in issue in the period.
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NOTES TO THE STATEMENT
at 31 March 2006

4. RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS’ FUNDS

2006 2005

£ £

Loss for the period (447,783) (265,670)
Share capital issued - 488,019
Premium on shares issued - 121,693
Share issue costs - (21,924)
(447,783) 322,118

Opening shareholders’ funds 1,846,281 1,524,163
Closing shareholders’ funds 1,398,498 1,846,281

5. RECONCILIATION OF OPERATING LOSS TO NET CASH INFLOW FROM OPERATING
ACTIVITIES

2006 2005

£ £

Operating loss (432,141) (275,138)
Depreciation 79,856 52,645
Amortisation of intangibles 106,475 26,095
Amortisation of goodwill 157,612 148,624
Release of capital grants (3,246) (2,448)
Decrease / (Increase) in stock 73,204 (71,466)
Decrease / (Increase) in debtors 118,488 (62,131)
Increase in creditors 55,531 39,894
Net cash inflow from operating activities 155,779 (143,925)

6. POST BALANCE SHEET - PLACING

On the 7 April 2006, the Company placed 15,797,150 ordinary 5p shares at 5p per share raising
£789,857 (£755,682 net of expenses). The proceeds of the placing will be used as additional working
capital. Immediately after the placing there were 53,657,116 shares in issue.

Annual General Meeting

The Annual General Meeting of the Company for the year ending 31 March 2006 will be held at the offices
of Millbrook Scientific Instruments plc, Blackburn Technology Centre, Challenge Way, Blackburn,
Lancashire, BB1 5QB, on 1 August 2006 at 11.00 am.

Report and Accounts

The figures for the period to 31 March 2006 do not constitute full accounts within the meaning of the
Companies Act 1985. The figures have been audited by Edwards Veeder (Oldham) LLP and their report
was unqualified and did not contain statements under Section 237(2) or (3) of the Companies Act 1985.

Copies of the Report and Accounts will be despatched to Shareholders on 5 July 2006 and will be
available from the Company’s office at Blackburn Technology Centre, Challenge Way, Blackburn,
Lancashire, BB1 5QB.

Statutory Accounts for 2006 will be delivered to the Registrar of Companies following the Annual General
Meeting.



