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This report provides an overview of the policies  
and procedures that the Board has put in place  
to ensure that the Company operates in a safe, 
ethical and responsible manner and in a way that 
helps protect the environment and safeguards  
the health and safety of its employees, 
customers, suppliers and the communities  
in which it operates. 

The Company operates in a number of  
different countries. Our proprietary retinal 
imaging medical technology provides optometrists  
and ophthalmologists with enhanced clinical 
information and documentation that facilitates 
the early detection, diagnosis and treatment of 
disorders and diseases that exhibit in the retina. 
This can result in more targeted treatment regimes 
and improved patient outcomes and can ultimately 
help practitioners in saving sight and saving lives. 
This represents the Company’s vision.

Equal Opportunities
Optos plc is an equal opportunities employer. 
This means that it is Company policy that no 
individual or group of individuals experience 
discrimination, harassment or victimisation  
on any grounds. 

The Company upholds a policy of providing  
equal opportunities to all persons. This underpins 
and guides all aspects of employment, including 
recruitment and promotion, and provides 
encouragement to employees at all levels to act 
fairly and to prevent discrimination on any ground, 
including but not limited to age, sex, race, marital 
status, sexual orientation, religion or disability. 
Company policies for recruitment, training, career 
development and promotion of employees are 
open, fair and inclusive in their approach. The 
Company received a Business Diversity Award  
in Scotland for its recruitment processes. 

We recognise the need to develop and  
regularly review employment policies and 
procedures to ensure that recruitment, training 
and development, promotion and compensation 
decisions are made on the basis of competency, 
performance, ability and potential. The Company 
seeks to facilitate a culture that enables 
employees to successfully balance professional 
and personal requirements and commitments. 
We believe that this helps recruit and retain 
skilled and motivated employees. 

Breaches of the Company’s equal opportunities 
policy and procedures and any unfair or unlawful 
discrimination will not be tolerated and will be 
dealt with under the Company’s disciplinary 
procedures. In serious cases, this could lead  
to dismissal of the relevant individual. The policy 
will also apply to contractors working at the 
Company’s premises.

Health and Safety
The Company’s regards the health, safety and 
welfare of all employees as a matter of prime 
importance and serves as the basis for the 
Company owing a duty of care under law and  
as a matter of best practice to protect its 
employees and others from harm arising  
from work activities.

Among the central elements to health and  
safety are: ensuring that health and safety  
is at the forefront of considerations when we 
design our devices; ensuring that our devices 
are manufactured and maintained to the highest 
standards; training and educating our staff 
worldwide in the safe operation of our devices; 
and, ensuring that health and safety issues have 
the appropriate level of focus throughout the 
management chain.

The Company has a written policy on Health  
and Safety which is comprised of the following 
elements: statement of the Company’s 
commitment to health and safety and detailing 
how safety will be managed; details of where 
responsibilities are allocated and how employees 
fit into the overall safety management system; 
and, details of how specific activities and 
functions are managed. The last element 
includes risk assessments, fire safety, first aid, 
incident and accident reporting, electrical safety, 
work equipment, hazardous substances  
and manual handling. Information, instruction 
and training on health and safety are provided 
across the Company.

The Board of Directors has acknowledged and 
accepted its responsibility for health and safety 
across the Company. The Chief Executive Officer 
has overall responsibility for ensuring that line 
management is responsible for the day to day 
management of health and safety. The Board 
receives monthly updates and on a quarterly  
basis a detailed report on health and safety,  
which enables the Directors to closely assess  
and review the effectiveness of the policy 
throughout the financial year.

Environment
The Company makes available to its customers 
medical retinal imaging devices that are designed 
to ensure at a very minimum that they comply 
with applicable laws, regulations and industry 
standards in each of the country markets in 
which we operate. These devices by design 
have a minimal impact on the environment. 
Nevertheless the Company is committed to 
sound environmental practices and is currently 
developing a more robust environmental 
management system that will seek to: establish 
and maintain details of the organisation’s 
environmental, legal and stakeholder requirements; 
identify and evaluate areas where the business 
has potential to impact the environment; 

Corporate Social Responsibility
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Combating blindness
sightsavers INTERNATIONAL, which works  
to combat blindness in developing countries, 
restoring sight through specialist treatment and 
eye care, supporting people who are irreversibly 
blind by providing education, counselling and 
training, and helping people who need it most – 
those living in poverty in some of the world’s 
poorest countries.

formulate environmental objectives and targets 
for the business, based on the environmental 
policy and legal requirements and on the 
identified targets; and, develop a plan that 
outlines how the business proposes to achieve 
the objectives and targets. 

The Company undertakes to recycle its paper, 
plastics, metal, personal computers and mobile 
telephones. Re-usable containers are used to ship 
the Company’s medical devices. Efforts to achieve 
ISO14001 accreditation for an environmental 
management system are underway.

Social Responsibility
Making a difference together reflects the  
spirit of our community involvement as well  
as our efforts to be a responsible corporate 
citizen. Building and maintaining vibrant,  
healthy communities is a shared responsibility  
in which we all have a stake. We believe that 
everyone has a role to play in building a healthy 
and prosperous society and the Company is 
committed to doing its part. Employees are 
encouraged to engage with and make a 
difference in the communities where we live  
and work and during the year the Company 
supported employees and partnered with 
customers and organisations in a number  
of worthy causes and initiatives to give back  
and make that important difference. Many of  
our employees contributed independently of  
the Company to support their colleagues in  
their charitable endeavours during the year. 

The Company continues to maintain an informal 
giving programme that provides modest financial 
support to encourage the community spirit of our 
employees. It is about looking for opportunities to 
empower and collaborate with employees and the 
community through charitable work, not-for-profit, 
professional organisations, schools and others. It is 
also about being proactive to promote and address 
issues that matter to our stakeholders. 

During the year the Company and its employees 
helped make a difference by supporting a number 
of very worthwhile initiatives, which included: 

•	 �sightsavers INTERNATIONAL, which works  
to combat blindness in developing countries, 
restoring sight through specialist treatment  
and eye care, supporting people who are 
irreversibly blind by providing education, 
counselling and training, and helping people 
who need it most – those living in poverty  
in some of the world’s poorest countries; 

•	 �LEPRA Society, which is a health and 
development organisation working to  
restore health, hope and dignity to people 
affected by leprosy, tuberculosis, malaria, 
HIV/AIDS, blindness and other health 
conditions exacerbated by stigma and  
social discrimination;

•	 �Sense Scotland, which works with children  
and adults who have communication support 
needs because of deaf blindness, sensory 
impairment, learning and physical disabilities.

We also participated in a blood donor 
programme and supported cancer research 
initiatives; we worked with the American 
Optometric Association on its national campaign 
to raise awareness of the importance of annual 
eye examinations, including amongst the senior 
population in a “Eyes on You” public awareness 
campaign across the USA; sponsored a “Back 
to School” effort where together with our 
customers we helped educate parents about 
having their children examined regularly; and 
screened Special Olympic athletes.

Our devices continue to support clinical trials 
around the world, including research into diabetes 
and age-related macular degeneration, and during 
the year supported a team of scientists led by  
The Children’s Hospital of Philadelphia (CHOP) 
and The University of Pennsylvania School of 
Medicine in a clinical trial where gene therapy has 
been used to safely restore vision in three young 
adults with a rare form of congenital blindness.

We believe that our combined efforts make  
a difference. 

Business Ethics
Our technology has a growing reputation for 
helping medical professionals in their efforts  
to deliver a higher standard of clinical care  
to their patients through the earlier detection  
and treatment of disease that first exhibits  
in the periphery of the retina. 

But, at the heart of this success is something 
that is less tangible and cannot be illustrated by 
key performance indicators. This is about values 
and how we conduct our business. We aim to  
do this with integrity and honesty at all times, 
and with all stakeholders. Our employees, as 
well as the consultants and contractors who  
we work with, are expected to act in an ethical 
manner at all times. 

A Company-wide Ethics Policy is under 
development and expected to be introduced 
across the Company in the 2009 financial year. 
The objective of the Policy will be to ensure  
that Optos continues to be a good place to 
work, to maintain our reputation for customer 
service, affirm our commitment to ethical 
business dealings and to ensure that the 
business is managed to a consistently high  
and accountable standard. 

 

“�It is thanks to support such as yours that we  
have restored sight to more than 5.6 million 
people and treated over 100 million for  
potentially blinding conditions.”

	 Alison Graham
	 Head of sightsavers International, Scotland
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Shareholder Information

Implementation of Section 992 of the Companies Act 2006 (“2006 Act”) introduced additional reporting requirements for publicly-traded companies.  
The following disclosures are designed to meet these requirements. This summary of shareholder information is based on the Company’s current Articles  
of Association (“Articles”). Shareholders are asked to note that a new set of Articles reflecting the changes to company law arising out of the 2006 Act  
will be proposed for approval by shareholders at the Company’s Annual General Meeting (“AGM”) being held on 26 February 2009.

Share Capital and Structure
The Company has one class of shares: Ordinary Shares. 

Each Ordinary Share has a nominal value of £0.02 and each carries one vote. As at 1 October 2007 the Company had 68,697,177 Ordinary Shares  
in issue. 830,298 Ordinary Shares were issued to employees and former employees. As at 30 September 2008, the Company had 69,527,475 
Ordinary Shares in issue and therefore the total number of voting rights in the Company as at 30 September 2008 was 69,527,475. The Company  
has an authorised share capital of £1,800,000 comprising 90,000,000 Ordinary Shares as at this date. No share in the capital of the Company may  
be allotted at a discount and, save as permitted by the Companies Acts no share may be allotted except as paid up at least as to one-quarter of its 
nominal value and the whole of any premium on it.

Rights and Obligations

Voting
Subject to the Company’s Articles and the rights and restrictions thereof and of the Companies Acts, every shareholder present in person at a general 
meeting of the Company shall on a show of hands, have one vote and on a poll, every shareholder present in person at a general meeting or by Proxy,  
shall have one vote for every share of which they are the holder. No shareholder shall be entitled to vote in relation to shares held by them unless all  
monies presently payable by them in respect of those shares have been fully paid. 

Transfer of Shares
There is no restriction on the transfer of shares in the Company, other than as contained in the Company’s Articles of Association.

The Board may, in its absolute discretion and without giving any reason, refuse to register the transfer of a certificated share which is: (a) not a fully paid 
share, provided that the refusal does not prevent dealings in shares of that class in the Company from taking place on an open and proper basis; (b) in 
respect of more than one class of shares; or, (c) not lodged, duly stamped (if stamp-able), with the Company and (except where the shares are registered  
in the name of a recognised person as defined in the Articles and no certificate shall have been issued thereof) accompanied by the relevant share certificate 
and such other evidence of the right to transfer as the Board may require. In the case of a transfer of a certificated share by a recognised person, the 
lodging of a share certificate will only be necessary if and to the extent that a certificate has been issued in respect of the share in question. The Board may, 
in its absolute discretion and without giving any reason, refuse to register any allotment or transfer of shares which is in favour of a child, bankrupt or person 
of unsound mind or more than four joint allotters or transferees.

Notified Interest of Shareholding
As at 28 November 2008, the Company had been notified, in accordance with DTR 5 of the Financial Service Authority’s (“FSA”) Disclosure and 
Transparency Rules, of the following interests in the Company’s Ordinary Share capital: 

						      Percentage 
					     Number of	 of Issued	
Shareholder					     Ordinary Shares	 Share Capital

Medsource NV					     2,985,089	 4.29%

Straumur Buraaras Investment Bank hf					     2,797,000	 4.02%

Royal London Asset Management Ltd					     2,756,717	 3.96%

Legal and General Investment Management Ltd					     2,344,962	 3.37%

The Company is not aware of any other significant direct or indirect holding of securities in the Company except for Directors’ holdings which are 
disclosed on page 34 of the Directors’ Remuneration Report.

Voting Rights
Deadlines for exercising voting rights and appointing a proxy or proxies to vote on resolutions to be passed at the AGM to be held on 26 February 2009  
are specified in the Notice of AGM. The voting rights of shareholders are restricted where a notice pursuant to Section 793 of the 2006 Act has been 
given in respect of shares held by such shareholder and the information required by such notice has not been given to the Company. There are currently 
no limitations on the voting rights of shareholders of a given percentage or number of votes and the Company is not aware of any arrangement by which, 
with the Company’s co-operation, financial rights carried by Ordinary Shares and held by a person other than the holder of such Ordinary Shares. The 
Company is not aware of any agreement between holders of securities which may result in restrictions on the transfer of securities or on voting rights.

Directors

Directors’ Powers 
Subject to the provisions of the Companies Acts, the Memorandum of Association (“Memorandum”) of the Company and the Articles and to any powers 
given by Special Resolution of the Company, the business of the Company shall be managed by the Board which may exercise all the powers of the 
Company whether relating to the management of the business or not. The Company’s Articles detail the specific authorities of the Directors. Copies  
of the Articles may be obtained from the Company Secretary.
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Allotment and Issue of Shares
The Directors are, by shareholder resolution passed at the Annual General Meeting of the Company on 28 February 2008, generally and unconditionally 
authorised, pursuant to Section 80 of the 1985 Act to exercise all the powers of the Company to allot relevant securities within the meaning of Section 
80(2) of the 1985 Act up to a maximum nominal amount of £459,112. 

The Directors are, by shareholder resolution also passed at the Company’s Annual General Meeting on 28 February 2008, generally empowered to allot 
equity securities within the meaning of Section 94(2) of the 1985 Act of the Company for cash as if Section 89(1) of the 1985 Act or any pre-emption 
provisions contained in the Articles did not apply. This power is limited to: (a) any allotment where equity securities have been offered to holders of equity 
securities in proportion (as nearly as may be) to their then holdings of such securities; and, (b) any other allotment of equity securities up to an aggregate 
nominal value of £68,874. 

Such authorities and powers expire at the Company’s Annual General Meeting being held on 26 February 2009, unless previously revoked, varied or 
renewed. It is proposed that these authorities and powers be renewed at this Annual General Meeting, as detailed in the Company’s Notice of AGM.

Redeemable Shares and Purchase of Own Shares
Subject to the Acts, and without prejudice to any rights attaching to any existing shares or class of shares, in such manner as is provided in the Articles, 
shares may be issued that are to be redeemed or which at the option of the Company or the holder are liable to be redeemed.

Subject to the Acts and to Chapter 12 of the rules relating to admission to the official list in accordance with Section 73 A(2) of the Financial Services 
and Markets Act 2000 (the “Listing Rules”) and without prejudice to any relevant special rights attached to any class of shares, the Company may 
purchase any of its own shares of any class in any way and at any price (whether at par or above or below par).

The Company is, by shareholder resolution passed at the Company’s Annual General Meeting on 28 February 2008, generally and unconditionally 
authorised to make market purchases (within the meaning of Section 163(3) of the 1985 Act) of any of its Ordinary Shares on such terms and in such 
manner as the Directors of the Company may from time to time determine provided that (i) the maximum number of Ordinary Shares authorised to be 
purchased is up to but not exceeding 10% of the Company’s issued share capital; (ii) the minimum price which may be paid for any such Ordinary Share 
is £0.02, exclusive of the expenses of purchase (if any) payable by the Company; (iii) the maximum price, exclusive of the expenses of purchase (if any) 
payable by the Company, which may be paid for any such Ordinary Share is an amount equal to 105% of the average of the middle market closing 
quotations for an Ordinary Share as derived from the Daily Official List of the London Stock Exchange for the five business days immediately preceding 
the day of purchase. 

Such authority and power expires at the Company’s Annual General Meeting being held on 26 February 2009, unless previously revoked, varied  
or renewed. It is proposed that this authority and power be renewed at this Annual General Meeting, as detailed in the Company’s Notice of AGM.

Appointment of Directors
Directors may be appointed by the Company by an Ordinary Resolution of shareholders. The Board may appoint a Director either to fill a vacancy or as an 
additional Director and in either case whether or not for a fixed term. Any Director so appointed will hold office only until the next following general meeting 
and will not be taken into account in determining the Directors who are to retire by rotation at such meeting and shall then be eligible for re-appointment.  
If not re-appointed at such meeting, such a Director will vacate office at its conclusion. If any such person is not appointed at such meeting, s/he shall retain 
office until the meeting appoints someone in his or her place or, if s/he does not do so, until the end of the meeting. A Director is not required to hold shares 
in the capital of the Company. Directors are provided with documentation on the Company and its activities. An appropriate induction is provided for new 
Directors and ongoing training is provided as and when may be required.

Alternate Directors
Any Director (other than an alternate Director) may, by notice delivered to the Company Secretary (the “Secretary”) at the registered office of the Company, 
or in any other manner approved by the Board, appoint any other Director or any other person who is approved by the Board and is willing to act to be his  
or her alternate. No appointment of an alternate Director who is not already a Director may be effective until his or her consent to act as a Director has been 
received at the registered office of the Company and his or her appointment has been approved by the Board.

Retirement by Rotation
At the first general meeting after the date of adoption of the Articles and at each subsequent Annual General Meeting of the Company as near as 
possible to, but not exceeding, one-third of the Directors, but at least one in any case, must retire from office by rotation. The Directors to retire  
will firstly be those who wish to retire and not offer themselves for re-election and secondly, those who have been longest in office since their last 
appointment or reappointment.

Replacement of Directors
Section 168 of the 2006 Act provides that a Company may remove a Director by Ordinary Resolution but requires that it be at a meeting (and not by written 
resolution) so as to ensure the Director’s right to be heard. Special notice is required. In addition to any powers in the Companies Acts, the Articles provide 
that the Company may by Ordinary Resolution remove any Director before the expiration of his or her period of office. Subject to the provisions of the Acts, 
the Company may by Ordinary Resolution appoint a person to be a Director either to fill a vacancy or as an additional member of the Board.

Alteration to Articles
Section 21 of the 2006 Act provides that the articles of association of a company may be altered by Special Resolution and Section 22 of the 2006 Act 
provides that companies may entrench provisions of their articles of association, either on formation or subsequently by unanimous agreement of the 
shareholders, the result of which is that such entrenched articles may only be altered by the unanimous consent of its shareholders.
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Significant Agreements 
Other than identified below relative to compensation for loss of office, there are no agreements which the Company considers significant and to which  
the Company is a party that take effect, alter or terminate upon a change of control of the Company following a takeover bid.

Compensation for Loss of Office 
The Articles provide that the Board may resolve to exercise any power conferred on the Company by the Companies Acts to make provision as may 
seem appropriate for the benefit of any persons employed or formerly employed by the Company or any of its subsidiaries (or any member of his or her 
family, including a spouse or any person who is or was dependent) in connection with the cessation or the transfer to any person of the whole or part  
of the undertaking of the Company or any subsidiary.

No terms relative to change in control are included in the service agreements between the Company and Allan M. Watson and Douglas C. Anderson 
however pursuant to the terms of certain options issued prior to the Company’s flotation, all unvested options outstanding at the time of a change in 
control become vested. In addition, the terms of the Company’s Performance Share Plan and Share Option Plan contain certain provisions related  
to change in control, and are described in the Directors’ Remuneration Report on pages 31 to 33.

Indemnification
Subject to the Acts but without prejudice to any indemnity to which s/he may otherwise be entitled, every person who is or was a Director of the 
Company or of an associated Company is entitled to be indemnified out of the assets of the Company against all costs, charges, losses and liabilities 
(together “Liabilities”) incurred by him/her from time to time (whether in connection with any negligence, default, breach of duty or breach of trust  
by him/her or otherwise) in relation to the affairs of the Company provided that such indemnity shall not apply in respect of any liability by him/her:  
(a) to the Company or to any associated Company; or (b) to pay a fine imposed in criminal proceedings; or (c) to pay a sum payable to a regulatory 
authority by way of a penalty in respect of non-compliance with any requirement of a regulatory nature (howsoever arising); or (d) in defending  
any criminal proceedings in which s/he is convicted; or (e) in defending any civil proceedings brought by the Company, or an associated Company,  
in which judgement is given against him/her; or (f) in connection with any application under any of the following provisions in which the court refuses  
to grant him/her relief, namely: Section 144(3) or (4) (acquisition of shares by innocent nominee) of the 1985 Act or Section 727 (general power to  
grant relief in case of honest and reasonable conduct) of the 1985 Act. This provision has been in force through the Articles since 27 January 2006.

Shareholder Information (continued)
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Corporate Governance

Compliance with the Combined Code
The Board of Directors (the “Board”) remain committed to ensuring high standards of corporate governance are maintained throughout the Group and 
continues to manage the Company’s affairs in accordance with the principles and provisions of the Combined Code on Corporate Governance (the “Code”) 
(June 2006). 

The Board consider that the Company has complied with the principles and provisions set out in the Code throughout the year ended 30 September 2008 
save for the composition of the Audit Committee for which in the spirit of comply or explain an explanation for non-compliance is offered.

Board of Directors
The principal duty of the Board is to represent and protect the interests of the Company’s shareholders by ensuring that the Company is well-managed  
in the interests of its shareholders. In doing so, the Board has the legal responsibility for overseeing the affairs of the Company. The Board’s oversight 
function is exercised through the nomination, election and appointment of competent Directors. 

The Board remains responsible for oversight and has an obligation to keep informed in order to assist Management in formulating, developing and 
implementing plans and serves as a body to review and provide advice to Management on the operations of the Company. These duties are discharged 
by the full Board, the Board’s Committees and by individual members of the Board, as may be appropriate relative to the circumstance.

The Chairman is very focused on ensuring that the Board defines the best strategic value for the Company and its shareholders. The Directors believe 
that while boards will always be required to spend time and energy on the compliance and due diligence functions, this should not be at the expense  
of the time devoted to the advisory assistance that it can provide to Management. 

While the Board continues to carry out its oversight function, it continues to place emphasis on engaging all Directors in strategic dialogue to ensure that  
the Company benefits from the collective experience of the Directors. The approach of striking the absolute right balance of oversight and strategic counsel 
will continue.

Chairman and Chief Executive Officer
There is a distinct and defined division of responsibilities between the Chairman and the Chief Executive Officer (the “CEO”). The Chairman is primarily 
responsible for the effective working of the Board and the CEO is responsible for the operational management of the business and for the implementation  
of strategy as agreed by the Board. No one individual has unfettered powers of decision. 

Board Balance and Independence
At the year ended 30 September 2008 the Board was comprised of three Executive Directors, Douglas C. Anderson, Founder, Thomas W. Butts,  
Chief Executive Officer and Allan M. Watson, Chief Financial Officer (the “CFO”). The Non-Executive Directors were Dr John M. Padfield, who  
is Chairman of the Board, and six other Non-Executive Directors, Anne M. Glover, Dr David R. Guyer, Saad H. Hammad, Patrick R.D. Paul,  
Barry M. Rose and Rosalyn S. Wilton. 

Mr Butts vacated all offices held upon his resignation from the Company on 14 November 2008. Mr Roy Davis was appointed Chief Executive Officer 
with effect from 17 November 2008 and joined the Board on that date as an Executive Director. The Board is therefore currently comprised of three 
Executive Directors, consisting of Messrs. Anderson, Davis and Watson, and seven Non-Executive Directors consisting of Messrs. Guyer, Hammad, 
Padfield, Paul and Rose, Ms Glover and Mrs Wilton. 

A.3.2 of the Code provides that smaller companies (below the FTSE 350 throughout the year immediately prior to the reporting year) should have at 
least two independent Non-Executive Directors. Under the provisions of the Code, the Board is comprised of four independent Non-Executive Directors 
consisting of Dr Guyer, Mr Hammad, Mr Rose and Mrs Wilton. Ms Glover and Mr Paul are presumed not independent because they have both served  
on the Board for more than nine years since first elected and have, or have had, within the last three years, a material business relationship with the 
Company either directly or as a partner, shareholder, Director or senior employee of a body that has such a relationship with the Company. The test  
of independence is inappropriate for the Chairman. The Chairman was independent upon appointment.

The Board is committed to reviewing its membership on a regular basis. The Chairman ensures that Board discussions are conducted taking all views 
into account so that no one individual Director or small group of Directors dominate the proceedings of the Board. 

Role of Non-Executive Directors
The Company’s Non-Executive Directors provide input to the business by contributing to the oversight function of the Board. Each Non-Executive 
Director contributes to the development of the Company’s strategy and in reviewing and examining the performance of management. Non-Executive 
Directors are further required to be satisfied that the financial information is accurate and that the policies and procedures governing risk management 
are effective and appropriate. 

The Non-Executive Directors have the responsibility of ensuring that the actions proposed by the Executive Directors are critically probed and  
discussed in detail. The Company’s Non-Executive Directors are available to shareholders and their contributions are considered to be a major  
strength and asset to the Company. The Non-Executive Directors met as a group on a number of occasions during the year without the presence  
of any of the Executive Directors. 

In accordance with A.7.2 of the Code, Non-Executive Directors serving longer than nine years are submitted annually for re-election. 

Board Process and Information
The Board normally meets formally not less than six times during the year, including once over a two-day period with senior management to focus on 
strategy. Meeting agendas include review and approval of minutes recorded of the previous meeting, matters arising, and items for discussion, items  
for note and any other business. Dialogue occurs regularly between Directors outside of scheduled meetings.
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Board materials are normally distributed at the end of the month and not less than seven days in advance of meeting dates to allow Directors  
to adequately prepare for meetings. Minutes of Board and Committee meetings are distributed within fourteen days following each meeting. 

The Board receives detailed information from the Company on a monthly basis to enable it to discharge its duties effectively. This includes reports from  
the CEO, CFO and Company Secretary. A report on Risk Management and monthly management accounts detailing actual and forecast trading results,  
the Company’s treasury position, and an analysis of the Company’s shareholder register make up the body of the materials.

The Board also schedules and reviews special items covering a number of business critical areas. The Company executive with responsibility for the special 
item submits a written report covering the item, which is included in the Board materials, and attends the Board meeting by invitation for that part of the 
agenda to discuss the report in detail. Each special item is reviewed at least once annually. 

No-one other than Directors and the Company Secretary is entitled to be present at Board meetings unless specifically invited to attend. In those 
instances when a Director has been unable to attend Board or Committee meetings, his or her comments on the papers for that meeting are 
communicated to the Chairman in advance so that they can be duly considered.

Functions of the Board
The Board is committed to ensuring it provides Management with the right balance of oversight and strategic counsel. 

The principal functions of the Board include: 

•	 �encouraging the long-term success of the Company by exercising sound and independent business judgement with respect to material strategic  
and operational issues;

•	 �safeguarding corporate assets by reviewing the financial policies and affairs of the Company and overseeing the Company’s financial reporting  
process and internal controls;

•	 reviewing the adequacy of the Company’s systems for compliance with all applicable laws and regulations;

•	 overseeing the Company’s risk management process and ensuring that the Company has appropriate procedures in place to manage risks;

•	 evaluating the effectiveness of the Board and its Committees at least annually;

•	 determining the structure, composition and responsibilities of the Committees of the Board;

•	 evaluating the performance of the CEO and reviewing the performance of senior management; 

•	 selecting and setting the compensation for the CEO; 

•	 approve the selection and compensation of senior management; and,

•	 periodically reviewing plans for management succession and assessing the Company’s organisational structure.

The Board delegates to the Company’s Global Operating Council (the “GOC”), which is chaired by the CEO and comprised of the Company’s senior 
management team and meets on a monthly basis, certain decisions, including:

•	 implementation of the strategies, operating plans and policies of the Company and the Company’s subsidiary companies as determined by the Board;

•	 delivering the operating and financial results against budgets; and,

•	 managing and controlling the allocation of capital, human and technical resources.

The Board receives detailed operational and financial information to assist in monitoring and assessing the ongoing performance of the business  
on a monthly basis.

Senior Independent Director
The Code recommends that the Board should appoint one of its independent Non-Executive Directors to serve as the Company’s Senior Independent 
Director (“SID”). Barry M. Rose is the SID for the Company.

The SID is available to shareholders if they have concerns that have not been resolved through normal channels or for which contact through the normal 
channels is inappropriate. Employees can contact the Senior Independent Director under the provisions set out in the Group’s “Whistle-Blowing Policy”  
if they have concerns that have not been resolved through normal channels or for which contact through the normal channels is inappropriate. The SID 
receives regular information from those members of executive management with responsibility for meeting with shareholders on the outcome of those 
meetings, including any concerns. 

A meeting in the 2008 financial year of the Company’s Non-Executive Directors under the leadership of the SID without the presence of the Chairman 
and Executive Directors to conduct a performance evaluation of the Chairman did not take place. The SID determined that a separate meeting was not 
necessary on the basis that the Board had undertaken a self-assessment during the year. This exercise required the Directors to respond to questions 
specific to the performance of the Chairman relative to his leadership of the Board, relationship with the CEO, performance in terms of focus, use of 
time, efficiency of Board meetings, and on following up and resolution of issues arising as matters of the Board, and therefore fulfilling the requirements 
set out in A.1.3 of the Code. The feedback from this has been discussed with the Chairman.

Accountability and Audit 
All Directors have accepted a duty of care and accountability to act in the interests of the Company. The Audit Committee has a particular role, acting 
independently from executive management, to ensure that the interests of shareholders are properly protected relative to financial reporting and internal control. 

Corporate Governance (continued)
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Risk Management and Internal Control
The Board maintains overall responsibility for the Company’s system of internal control and for reviewing its effectiveness. The Board continues to apply 
C.2 of the Code by establishing a continuous process for identifying, evaluating and managing the risks that are considered significant. Its system is 
designed to manage rather than eliminate the risk of failure relative to achieving business goals and objectives and can only be a reasonable and not 
absolute assurance against material misstatement or loss. 

A Group Risk and Control Framework has been established and adopted by the Board and includes a wide range of controls, including financial, operational 
and compliance. It is based principally on reviewing reports from Management and considering whether significant risks are identified, evaluated, classified 
and controlled and ensuring that any significant weaknesses are promptly and properly remedied. This includes manuals of policies and procedures applicable 
to all material aspects of the business, a budgetary control system which includes monitoring actual performance against pre-determined plans, and the 
appointment of suitably qualified and experienced staff to execute on their agreed responsibilities. 

External audit risk assessment and planning is in place. The Audit Committee considers and determines relevant action in respect of any control issues 
raised by either the CEO or the external Auditors. The Audit Committee determined that an internal audit function would enhance the Company’s system 
of control. An internal audit was carried out for the year ended 30 September 2008.

The Directors confirm that there is an ongoing process for identifying, monitoring, evaluating and managing the Group’s significant risks. The Audit 
Committee has reviewed the effectiveness of the system of internal controls and has reported its findings to the Board. The review process was in place 
for the year ended 30 September 2008 and up to the date of approval of the Annual Report and Accounts, that it is regularly reviewed by the Board and 
that it accords with the internal control guidance for Directors relative to the Combined Code.

Performance Evaluation
The Combined Code provides that the Board should undertake a formal and rigorous annual evaluation of its own performance and that of its committees 
and individual Directors. 

The Chairman is aware that it is his responsibility to select an effective process to carry out this initiative and to report and act on any outcome. Individual 
evaluation should aim to show whether each Director continues to contribute effectively and constructively and to demonstrate commitment to the role, 
including commitment of time for Board and committee meetings and any other duties. 

The Board conducted its annual evaluation during the financial year ended 30 September 2008. This involved the completion of assessment questionnaires 
by all Directors covering the performance of the Board and its Committees. Also included in this exercise was the effectiveness of the Chairman, Executive 
and Non-Executive Directors, the monitoring of performance and corporate governance. All Directors participated in the performance evaluation. 

The Chairman reported the results of the Board’s own performance to the full Board, results for committees to the respective Committee Chairman  
and the results of individual member performance separately to each Director. 

Board and Committee Meeting Attendance
The Board and its Committees meet on a regular basis to discuss and agree matters which are specifically reserved to them for review and decision. 
Frequent contact between Board and Committee meeting dates is carried out by the Directors as and when required to discuss and agree matters arising 
relative to addressing and advancing the business of the Company.

Director			   Board	 Audit	 Remuneration	 Nomination

Number of Meetings			   7	 3	 3	 3 

Douglas Crombie Anderson			   7/7	 -	 -	 -

Thomas William Butts			   7/7	 -	 -	 -

Anne Margaret Glover			   7/7	 3/3	 -	 3/3

David Robert Guyer			   7/7	 -	 -	 3/3

Saad Hassan Hammad			   7/7	 3/3	 3/3	 3/3

John Malcolm Padfield			   7/7	 3/3	 3/3	 3/3

Patrick Robin David Paul			   7/7	 2/3	 -	 3/3

Barry Michael Rose			   7/7	 3/3	 3/3	 3/3

Allan Mark Watson			   7/7	 -	 -	 -

Rosalyn Susan Wilton			   6/7	 -	 3/3	 3/3
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Appointments and Resignations
There were no appointments to or resignations from the Board in the financial year ended 30 September 2008. 

Mr Thomas W. Butts resigned all offices held with the Company on 14 November 2008. Mr Roy Davis was appointed Chief Executive Officer and  
to the Board as an Executive Director with effect from 17 November 2008.

Communication with Shareholders
The Company believes in having an open and regular dialogue with shareholders to ensure that the goals, objectives and overall business strategy  
of the Company are communicated and understood. 

The Board supports the use of the Annual General Meeting as a means for communicating with shareholders and encourages their participation. The 
Company is ready where practicable to enter into dialogue with shareholders through analyst briefings and investor presentations. The CEO and CFO  
make twice yearly presentations following the Company’s interim and preliminary results announcements. This is followed by one-on-one and group  
meetings with existing and prospective shareholders to improve their understanding of the Company and its objectives. Hosting site visits provides the 
opportunity to meet with other members of the senior management team and participate in a tour of the Company’s R&D and manufacturing facilities.  
The Company seeks an improved understanding of the views held by shareholders by requesting regular feedback reports from the Company’s brokers. 

The Company has named its Company Secretary as investor and shareholder contact and who is available throughout the year. The Chairman and SID  
are also available if shareholders have concerns. 

During the year the Company issued interim management statements and pre-close trading statements relating to performance for a specified period of time 
and disclosed relevant business news through the regulatory news service. In accordance with the Financial Services Authority’s Disclosure and Transparency 
Rules, the Company notifies the market of its total voting rights and issued share capital at the beginning of every month covering the previous month. 

Company information is available to interested parties or individuals from its website www.optos.com.

Going Concern
The Directors, having reviewed the Group’s budget for the next financial year and other longer-term plans, are satisfied that the Group has adequate 
resources to continue in operational existence for the foreseeable future and therefore it is appropriate to continue to adopt the going concern basis  
in preparing the accounts.

BY ORDER OF THE BOARD

John McNeil 
Company Secretary 
3 December 2008

Corporate Governance (continued)
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Committee Reports

Audit Committee 
The Audit Committee (the “Audit Committee”) is appointed by the Board and has responsibility to assist the Board in its oversight responsibilities for the 
planning and review of the Company’s interim and preliminary reports and accounts and in engaging the Company’s auditors in that process. The ultimate 
responsibility for reviewing and approving the Company’s interim and preliminary reports and accounts remains with the Board of Directors on the 
recommendation from the Committee.

Responsibilities
To discharge its duties the principal responsibilities of the Audit Committee are as follows:

•	 �review and ensure the appropriateness and implementation of the Company’s accounting policies in accordance with International Financial Reporting 
Standards (“IFRS”);

•	 �oversee compliance with governance, legal and tax requirements across the Company and with due consideration to relevant legislation, governing 
bodies and best practice;

•	 review reports from Management on the Company’s principal risks and the assessment and management of those risks;

•	 consider the appointment and assess the independence and effectiveness of the external auditor;

•	 recommend the audit fee to the Board;

•	 �discuss with the external auditor, before the audit commences, the nature and scope of the audit and to review the external auditor’s quality control 
procedures and steps taken by the external auditor to respond to changes in regulatory and other requirements;

•	 �oversee the process for selecting the external auditor and make appropriate recommendations through the Board to the Shareholders to be 
considered at the Annual General Meeting;

•	 review and assess the external auditor’s report on significant matters arising from the audit;

•	 �monitor and review the effectiveness of the internal audit, including a review of the internal audit programme and ensuring that the internal audit 
function is adequately resourced and has the appropriate standing;

•	 consider Management’s response to any major external or internal audit recommendations;

•	 review the Company’s procedures for handling allegations from whistleblowers; and,

•	 consider serious incidents of fraud or other irregularities.

The Committee carried out a self-assessment and evaluation of its members and overall performance during the year and reported the results to the 
Board. Written terms of reference set out the duties and responsibilities of the Audit Committee. These are reviewed and revised as may be necessary 
on an annual basis and are available from the Company Secretary or from the Company’s website www.optos.com. 

Composition
The Audit Committee is chaired by Barry M. Rose and its other members include Anne M. Glover, Saad H. Hammad, John M. Padfield and Patrick R.D. 
Paul. Mr Rose and Mr Hammad are independent within the meaning of the Combined Code (the “Code”). Ms Glover and Mr Paul are not independent  
within the meaning of the Code. The Code states that the test of independence is inappropriate to the Chairman of the Board. 

The Company noted in its 2007 Annual Report and Accounts to shareholders that it was aware that Financial Reporting Council (“FRC”) was engaged  
in a consultation process relative to the Chairman of the Board being a member of the Audit Committee and that the Company would await the outcome 
in future consideration of the composition of the Committee. The FRC announced on 30 May 2008 that it will be updating the Combined Code to allow 
the Chairman of a listed company below the FTSE 350 to be a member, but not chair, of the Audit Committee provided that he or she was independent 
upon appointment. Dr Padfield was independent on his appointment. The Audit Committee has since considered its composition relative to the FRC 
announcement and confirmed that Dr Padfield will continue as a member of the Committee.

The Board considers all members of the Audit Committee to be independent in character and judgement, and in possession of the relevant business 
experience and requisite financial expertise. 

The Company Secretary serves as secretary to the Audit Committee. No-one other than the members of the Audit Committee is entitled to be present  
at meetings unless specifically invited to attend.

Main Activities 
The main activities of the Audit Committee during the 2008 financial year included:

•	 reviewing the Company’s financial results for the year ended 30 September 2007 and the interim results for the six month period ended 31 March 2008;

•	 �receiving the reports of the external Auditor in respect of the Company’s full year results for the year ended 30 September 2007 and the interim 
results for the six months ended 31 March 2008;

•	 considering the audit work carried out by the external Auditor and any significant judgemental and reporting issues identified in the auditor’s reports;

•	 �reviewing and discussing the Risk Register that was prepared and monitored by the Global Operating Council (“GOC”), which consists of the 
Company’s most senior management, that set out the likelihood and potential impact of the significant risks faced by the Company;

•	 reviewing and discussing the Company’s internal audit function and results;

•	 confirming the adequacy of the Company’s whistle-blowing policy; and,

•	 reviewing tax compliance, transfer pricing policy, fixed assets and internal controls.
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Non-Audit Work
The Company maintains a policy that governs non-audit work. The policy provides that any non-audit work involving a single expenditure of more than 
$100,000 must be assigned to tender. The amount paid to the Group’s external auditors for non-audit work during the year is set out in Note 4 to the 
Financial Statements on page 50. 

Meetings
The number of meetings held during the financial year ended 30 September 2008 and the attendance record at these meetings is set out on page 25. 
Certain other Directors and individuals were invited to attend these meetings when required and relevant to the proceedings. Ernst & Young LLP 
attended meetings in its capacity as the Group’s external auditors. 

Barry M. Rose 
Chairman of the Audit Committee 
3 December 2008
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Nomination Committee
The Nomination Committee (the “Nomination Committee”) is appointed by the Board and has responsibility to assist the Board with succession planning  
and with the selection process for the appointment of a new Director or Chairman or member of the senior management team.

Responsibilities
To discharge its duties the principal responsibilities of the Nomination Committee are as follows:

•	 �evaluate the balance of skills, knowledge and experience on the Board and following this evaluation prepare a description of the role and requisite 
capabilities required for a particular appointment;

•	 �assess the time commitment expected on the part of the Chairman of the Company and to require Non-Executive Directors to undertake that they  
will have sufficient time to meet their commitments to the Company;

•	 �oversee the search process for suitably qualified Non-Executive Directors as and when required, using outside advisers as the Nomination Committee  
may determine as appropriate; and,

•	 arrange for all members of the Nomination Committee to meet the preferred candidate prior to making a formal recommendation to the Board.

Written terms of reference set out the duties and responsibilities of the Nomination Committee. These are reviewed and revised as may be necessary  
on an annual basis and are available from the Company Secretary or from the Company’s website www.optos.com. 

Composition
The Nomination Committee is chaired by Dr John M. Padfield and its other members include Anne M. Glover, David R. Guyer, Saad H. Hammad, Patrick 
R.D. Paul, Barry M. Rose and Rosalyn S. Wilton. Dr Guyer, Mr Hammad, Mr Rose and Mrs Wilton are independent within the meaning of the Combined 
Code (the “Code”) and this majority of independent Non-Executive Directors render the Nomination Committee compliant with the Code. The Code states  
that the test of independence is inappropriate to the Chairman of the Board. Dr Padfield fulfilled the independence criteria at the time of his appointment. 

The Chairman of the Committee serves as Secretary to the Committee. No-one other than the members of the Nomination Committee is entitled to be 
present at meetings unless specifically invited to attend.

Main Activities
The Nomination Committee was principally focused on the performance of the Chief Executive Officer during the 2008 financial year and on the selection 
and appointment of a suitably qualified successor.

Meetings
The number of meetings held during the financial year ended 30 September 2008 and the attendance record at these meetings is set out on page 25.

The Nomination Committee retained the services of an executive search firm to assist with the search for a Chief Executive Officer. Following a detailed 
candidate search and interview process the Committee recommended to the Board that Mr Roy Davis be appointed as Chief Executive Officer with effect 
from 17 November 2008.

Dr John M. Padfield 
Chairman of the Nomination Committee 
3 December 2008
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Remuneration Committee
The Remuneration Committee (the “Remuneration Committee”) is appointed by the Board and has responsibility to assist the Board in its oversight 
responsibilities for the planning and review of the Group’s overall remuneration policies and procedures. All matters relating to executive remuneration are 
determined by the Remuneration Committee. The ultimate responsibility for review and approval remains with the Board on the recommendation from the 
Remuneration Committee. A resolution to approve the Remuneration Report will be proposed at the AGM of the Company being held on 26 February 2009. 
Certain items in the Report are required to be audited and are identified as such against the relevant heading.

Responsibilities
To discharge its duties the principal responsibilities of the Remuneration Committee are as follows:

•	 determine the remuneration policy for the Group;

•	 �determine the policy on remuneration for the Executive Directors, Company Secretary and or the Group’s most senior management (“Global Operating 
Council” or “GOC”);

•	 determine the specific remuneration for the Executive Directors and the Company Secretary, including where applicable their service contracts;

•	 �determine whether the Executive Directors, Company Secretary and other members of the GOC should be eligible to receive annual bonuses and  
any benefits under the Company’s Performance Share Plan (“PSP”) or Share Option Plan (“SOP”);

•	 determine the performance conditions to be attached to annual bonus payments and any benefits awarded under the PSP or SOP; 

•	 determine pensionable remuneration; and,

•	 determine and recommend to the Board the remuneration of the Chairman.

Written terms of reference set out the duties and responsibilities of the Remuneration Committee. These are reviewed and revised as may be necessary  
on an annual basis and are available from the Company Secretary or from the Company’s website www.optos.com. 

Composition
The Remuneration Committee is chaired by Rosalyn S. Wilton and its other members include Saad H. Hammad, John M. Padfield and Barry M. Rose.  
Ms Wilton, Mr Hammad and Mr Rose are independent within the meaning of the Combined Code (the “Code”). The Code states that the test of 
independence is inappropriate to the Chairman of the Board. Dr Padfield fulfilled the independence criteria at the time of his appointment. The Board 
considers that the Chairman of the Board should be a member of the Remuneration Committee as it is essential that the Chairman be involved in the 
work of the Committee and, in particular, the setting of the remuneration of the Executive Directors.

The members of the Remuneration Committee have no personal financial interest, other than in the case of Dr Padfield, Mr Rose and Mrs Wilton as 
shareholders, in the matters to be decided, no actual or potential conflicts of interest arising from other directorships and no day-to-day operational 
responsibility within the Group. Fees paid to Non-Executive Directors are determined and approved by the Board.

The Remuneration Committee consults with the CEO and Vice President, Human Resources and has access to external advisers appointed by  
the Company who advise on remuneration matters for the GOC and wider employee group.

The Company Secretary serves as Secretary to the Committee. No-one other than the members of the Remuneration Committee is entitled to  
be present at meetings unless specifically invited to attend.

Meetings
The number of meetings held during the financial year ended 30 September 2008 and the attendance record at these meetings is set out on page 25. 
Certain other Directors and individuals were invited to attend these meetings when required and relevant to the proceedings. 

Rosalyn S. Wilton 
Chairman of the Remuneration Committee 
3 December 2008
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Remuneration Policy
The Remuneration Committee has established a policy for the remuneration of the Executive Directors, Company Secretary and other members of the  
Global Operating Council (“GOC”). The Board has also established a policy for the remuneration of Non-Executive Directors. Remuneration policies are 
reviewed annually. 

Executive Directors’ Remuneration
During the financial year ended 30 September 2008, the Remuneration Committee consulted with Deloitte & Touche LLP to provide further advice on 
structuring Executive Directors’ remuneration, together with a report on the proposals for grants under the Company’s Share Option Plan (“SOP”) and 
Performance Share Plan (“PSP”). External benchmarking of remuneration for Executive Directors was undertaken in conjunction with Deloitte & Touche  
LLP which was used to guide the Remuneration Committee in its deliberations. The Remuneration Committee extends consideration to several components 
in respect of the Executive Directors’ remuneration, which together comprise the total remuneration package. 

These consist of the following (which will apply also in the current financial year):

•	 �Base salaries are determined by a combination of individual contribution to the business and overall performance according to defined and agreed 
objectives to deliver on the Company’s strategy. The Company will typically pay the market median rate but extends proper regard to the need to 
attract and retain high calibre and well-motivated individuals. Consideration is also extended to the remuneration being paid to individuals in similar 
roles within companies of a similar size. Base salaries are reviewed annually.

•	 �A proportion of Executive Directors’ remuneration is performance-related through a bonus plan. The Company pays competitive bonuses that are intended 
to place the total cash earnings of executives at the median for the market. The factors to be measured for bonus purposes and the corresponding levels 
of bonus are pre-determined at the beginning of each financial year which allows Executive Directors to earn bonuses on a graduated scale. 

•	 Benefits in kind, which comprises Company car allowance, private health insurance, life insurance and sick pay. 

•	 �The Company operates a contracted-out defined benefit pension contribution scheme for UK based Executive Directors whereby the Company 
contributes 10% of gross annual salary to the scheme. The basic salary is the only pensionable part of the remuneration package.

•	 �Eligibility to participate in the Company’s Performance Share Plan and Share Option Plan.

The bonus plan for the CEO and CFO for the financial year ended 30 September 2008 was based entirely on Company performance. The bonus plan  
for Mr Anderson for the financial year ended 30 September 2008 was based on combined Company and individual performance. Company performance 
is determined entirely on financial measures consisting of revenue, profit before share base payments and net operating cash. Mr Butts had a bonus 
target of 60% of his base salary. Mr Watson had a bonus target of 55% of his base salary. Mr Anderson had a bonus target of 30% of his base salary.

Share Incentive Scheme
The Company has operated discretionary share option arrangements and other vesting arrangements which were put in place prior to the Company’s 
admission to the Main Market of the London Stock Exchange in February 2006. Some of these arrangements were subject to performance conditions  
as summarised in Note 20 to the financial statements. The awards made under these arrangements to Executive Directors are set out in the table 
headed “Share Options Granted to Directors” at the end of this Report. The Company has a shareholder approved share save scheme in place for  
UK employees however there were no outstanding options under that scheme as at 30 September 2008.

Long-Term Incentive Plans (“LTIP”)
Shareholder approval for the PSP and SOP was granted at the Annual General Meeting held on 31 January 2007. Awards under the PSP are made at an 
exercise price equal to the £0.02 nominal value of the Company’s shares. Awards under the SOP are made at an exercise price equal to the market value of  
the Company’s shares in accordance with the Rules of the Plan. Both plans are supervised by the Remuneration Committee and are described separately below. 

All awards are subject to performance conditions set by the Remuneration Committee each year to be measured over a single three-year period. For 
awards granted to Senior Executives in the financial year ending 30 September 2008, (including the award made to Mr Watson in January 2008 referred 
to above), vesting will be based on achieving diluted Earnings per Share after taxation (EPS) growth targets for the financial year ending 30 September 
2010 which were struck on the basis of expected performance growth. EPS was considered the most appropriate measure, at the time the LTIP was 
approved as it closely links the remuneration of management to the overall financial performance of the business. These targets (based on a notional tax 
rate of 33%) delivered a 25% vesting outcome for a $0.11 EPS result in the year ended 30 September 2010, with a linear scale applying up to a 100% 
vesting outcome for a $0.21 EPS result in the year ended 30 September 2010. The assessment of whether these targets are met will be undertaken  
by the Remuneration Committee following the conclusion of the audited accounts for the relevant period.

Performance Share Plan (“PSP”)
An award under the PSP was made on 8 January 2008 to Allan M. Watson as set out in the table headed “Share Options Granted to Directors” at the 
end of this Report. Awards under the Plan were also made to other members of the GOC. 

Any employee (including an Executive Director) of the Company and any of its subsidiaries is eligible to participate in the PSP at the discretion of the 
Remuneration Committee. The Remuneration Committee may grant awards to acquire Ordinary Shares within 42 days following the date of the Company’s 
announcement of its financial results for any reporting period. The Company’s current reporting periods cover the six and twelve month periods ending 
respectively 31 March and 30 September. Subject to the Model Code the Remuneration Committee may also grant awards at any other time when it 
considers there are exceptional circumstances which justify the granting of awards. The Remuneration Committee may grant awards as conditional shares,  
a nil (or nominal) cost option with a short exercise period or as forfeitable shares. The Committee may also decide to grant cash-based awards of an 
equivalent value to share-based awards or to satisfy share-based awards in cash. An award may not be granted more than ten years after shareholder 
approval of the PSP. No payment is required for the grant of an award. Awards are not transferable, except on death. Awards are not pensionable.

Directors’ Remuneration Report
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An employee may not receive awards in any financial year over shares having a market value in excess of 100% of his or her annual base salary in that 
financial year. It is the Remuneration Committee’s current intention that annual awards under the PSP will not normally exceed 50% of base salary. Awards 
will normally vest on the third anniversary of grant (other than in exceptional circumstances as outlined below) to the extent that the applicable performance 
conditions (see below) have been satisfied and provided the participant is still employed by the Company.

All awards will be subject to performance conditions set by the Remuneration Committee each year to be measured over a consecutive three-year period. 
Awards granted under the PSP during the year ending 30 September 2008 will ordinarily vest on 7 January 2011 but only to the extent that certain 
performance criteria have been satisfied by the Company over the three-year performance period. To the extent that the awards vest, the exercise price  
per share payable by the participants is £0.02.

EPS * for the	 Percentage	  
Financial Year Ending	 of Award	  
30 September 2010	 that Vests

Below $0.11	 0%

$0.11	 25%

$0.21	 100%

Between $0.11 and $0.21	 25% to 100% on a linear scale

* Diluted Earnings per Share after a notional tax rate of 33%

Awards will lapse at the end of the applicable performance period to the extent that the performance conditions have not been satisfied. Whilst EPS  
is currently considered to be the appropriate performance condition, the Remuneration Committee can set different performance conditions from those 
described above for future awards. However, shareholder approval will be required if, in the reasonable opinion of the Remuneration Committee, the targets 
applying to future awards under the PSP are materially less challenging in the circumstances than those approved by shareholders. The Remuneration 
Committee may also vary the performance conditions applying to existing awards if an event has occurred which causes the Remuneration Committee  
to consider that it would be appropriate to amend the performance conditions, provided that the Remuneration Committee considers the varied conditions  
are fair and reasonable and materially not less challenging than the original conditions would have been but for the event in question.

If a participant is no longer an employee or Director an award will normally lapse. However, if a participant ceases to hold all employments or offices by 
reason of death, disability, illness, or the sale or transfer of a participant’s employing company or business out of the Company or in other exceptional 
circumstances, at the discretion of the Remuneration Committee, the award will normally vest upon departure. The extent to which an award will vest  
in these situations will depend upon the extent to which the performance conditions have, in the opinion of the Remuneration Committee, been satisfied 
as at the date of leaving. The award will then normally be pro-rated to reflect the time between grant and cessation relative to a period of three years. 
The Remuneration Committee can decide not to pro-rate an award if it determines that it would be inappropriate to do so in the circumstances. 

If a participant ceases to hold all employments or offices within the Company for one of the “good leaver” reasons specified above, the Remuneration 
Committee can decide that the award will vest on the date when it would have vested if the employee had not so ceased such employment or office, 
subject to (a) the performance conditions measured at that time and (b) pro-rating by reference to the time of cessation as described above. 

In the event of a takeover, scheme of arrangement or winding up of the Company (not being an internal corporate re-organisation), all awards will vest  
early to the extent that the performance conditions have, or would have, in the opinion of the Remuneration Committee, been satisfied at that time over the 
shortened performance period. Awards will then normally be pro-rated to reflect the shorter than normal period of time between the date of the award and 
the time of vesting, although the Remuneration Committee can decide not to pro-rate awards if it regards it as inappropriate to do so in the circumstances.

Share Option Plan (“SOP”)
An award under the SOP was made on 8 January 2008 to Douglas C. Anderson as set out in the table headed “Share Options Granted to Directors”  
at the end of this Report. Awards under the SOP were also made to other employees. 

Any employee (including an Executive Director) of the Company and any of its subsidiaries is eligible to participate in the SOP at the discretion of the 
Remuneration Committee. Executive Directors and employees who participate in the PSP will not participate in the SOP at any same granting period.  
The Remuneration Committee may grant awards to acquire Ordinary Shares within 42 days following the date of the Company’s announcement of its 
financial results for any reporting period. The Company’s current reporting periods cover the six and twelve month periods ending respectively 31 March  
and 30 September. Subject to the Model Code the Remuneration Committee may also grant awards at any other time when it considers there are 
exceptional circumstances which justify the granting of awards. The Remuneration Committee may grant awards as conditional shares, a nil (or nominal) 
cost option with a short exercise period or as forfeitable shares. The Remuneration Committee may also decide to grant cash-based awards of an 
equivalent value to share-based awards or to satisfy share-based awards in cash. An award may not be granted more than ten years after shareholder 
approval of the SOP. No payment is required for the grant of an award. Awards are not transferable, except on death. Awards are not pensionable.

The SOP comprises two parts: one approved by HM Revenue and Customs (“HMRC”) so as to provide UK tax qualified options and one unapproved. This 
structure enables the Company to utilise certain UK tax benefits and retain the flexibility to provide, where necessary, options in excess of the limits imposed 
by UK tax legislation. Options may also be granted as UK enterprise management incentive (EMI) options, subject to the Company meeting the qualifying 
criteria for such EMI options. It is also intended that the SOP will be able to provide US employees with incentive stock options (or ISOs) so as to achieve 
certain tax efficiencies in the US. 

Options will be granted at an exercise price which is not less than the market value of the Company’s Ordinary Shares in accordance with the Rules  
of the Plan. An employee may not normally receive options under the SOP in any financial year over shares having a market value in excess of 50%  
of annual base salary in that financial year. The Remuneration Committee, when granting options, will set the time or times at which options will become 
exercisable as well as any performance conditions to which the options are subject. 

Directors’ Remuneration Report (continued)
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The Remuneration Committee currently intends that options under the SOP where the underlying shares have a market value at grant of less than  
£10,000 will not be subject to performance targets. Instead they normally will vest on the third anniversary of grant. This vesting schedule may be altered  
to reflect stock market conditions and practice in different jurisdictions. For example, options provided to employees based in North America are likely to  
be subject to vesting beginning twelve months from the date of grant. Options where the underlying shares have a market value in excess of £10,000  
on date of grant will be subject to performance conditions based on specific business targets. For the awards made in January 2008, the performance 
conditions which apply are based on diluted Earnings Per Share (EPS) targets and are the same as those applying to the PSP referred to earlier in this 
Report. Those performance conditions reflected expected performance growth, for which EPS was thought to be the most appropriate measure, at the  
time of approval of the PSP and SOP.

If a participant is no longer an employee options will normally lapse. However, if a participant ceases to hold all employments or offices by reason of  
death, disability, illness, or the sale or transfer of a participant’s employing company or business out of the Company or in other exceptional circumstances  
at the discretion of the Remuneration Committee, then options granted under the SOP may be exercised within a period of three months following cessation  
of employment on a pro rata basis reflecting time between grant and cessation of employment relative to the vesting period. Where options are subject to 
staggered vesting then options vested at the date of cessation of employment may be exercised within the three month period. In relation to performance 
related options, the Remuneration Committee will take into account performance from the date of grant to the date of cessation in assessing the proportion 
of the option which is exercisable. The Remuneration Committee has the discretion to enable a greater proportion (or the whole) of any option to be 
exercised in circumstances which they consider appropriate.

In the event of a takeover, scheme of arrangement or winding up of the Company (not being an internal corporate re-organisation), all options will be 
exercisable to the extent vested or to such greater extent as the Remuneration Committee decides.

Service Contracts
The Company has entered into service contracts with each of its Executive Directors, none of which is for a fixed term. It is the Remuneration Committee’s 
policy to offer service contracts for an indefinite term subject to termination on a maximum of one year’s notice or an equivalent severance payment. 

Save for Mr Butts who had a US-style service agreement, the service contracts held by Mr Anderson and Mr Watson can be terminated by giving not 
less than six months’ written notice of termination or by the Company giving not less than twelve months’ written notice of termination. The dates of  
the executed contracts for each Executive Director are as follows: 

Executive Director					     Date of Service Agreement

Douglas C. Anderson						      09-02-2006

Thomas W. Butts (1)						      15-12-2006

Roy Davis (2)						      17-11-2008

Allan M. Watson						      09-02-2006

(1)	 Mr Butts’ service contract was terminated by mutual consent with effect from 14 November 2008.

(2)	 Mr Davis’ service contract is with effect from 17 November 2008.

The Company has the right, in its absolute discretion, to terminate each of the service contracts at any time by making a payment in lieu of the notice 
period comprising basic salary, car allowance (if applicable), bonuses (based upon the bonus paid during the previous financial year), benefits and 
pension contributions. There are no other provisions for early termination of the service contracts.

Mr Butts is a US citizen and the Company agreed to provide him with a service contract which was consistent with market practice in the United States and 
was governed by the laws of the Commonwealth of Massachusetts. Under the terms of the service agreement, the Company had the right, in its absolute 
discretion, to terminate Mr Butts’ service contract at any time without “Cause” by giving him two months’ written notice or making a payment in lieu of notice 
equal to his salary for the notice period. In addition and in exchange for the execution by Mr Butts of a release of claims against the Company, Mr Butts was 
entitled to a severance package comprised of one year of salary, bonus (based on the bonus paid during the previous financial year) and medical benefits. 
The severance package was reduced by the amount of any payments Mr Butts receives in lieu of his notice period. Mr Butts was, upon submitting his 
resignation, in certain circumstances, also entitled to receive the severance package referred to above. 

The Company entered into an agreement with Mr Thomas W. Butts on 14 November 2008 in which Mr Butts resigned his employment and all offices 
held pursuant to certain terms. These terms included within their scope both Mr Butts’ Service Agreement and Share Option Agreement. As part of that 
agreement Mr Butts received a Separation Payment of $500,000 and a Special Release Payment of $300,000. Mr Butts retains his right to continue 
coverage under the Company’s group health insurance plan after the separation date at his own expense. 

In exchange for both the Separation Payment and Special Release Payment Mr Butts and the Company agreed to cancel all previous contracts between 
the parties, save for any terms related to non-competition, non-solicitation and proprietary information. The Separation Payment and Special Release 
Payment include all sums payable in respect of notice periods, unpaid bonus and any options over the Company’s shares which lapsed upon his leaving 
the Company. The departure of Mr Butts is deemed to be a non-adjusting event and the costs related to his resignation and adjustments in respect of 
share-based payments will be made in the accounts for the year ending 30 September 2009. It is estimated that in those accounts that a charge for 
$800,000 will be taken in respect of the Separation Payment and Special Release Payment and that a credit of $1,100,000 will be made in respect  
of share-based payments.
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Directors’ Remuneration Report (continued)

The Company entered into a service contract with Mr Roy Davis with effect from 17 November 2008 which provides that Mr Davis receive a pensionable 
basic annual salary of £275,000 and eligibility for a non-pensionable annual bonus target of up to 60% of his basic annualised salary, which can rise to  
a maximum potential bonus of 100% value of the annualised salary dependent upon certain performance-related stretch conditions being met. Mr Davis 
is eligible to participate in the Company’s shareholder approved Performance Share Plan (the “Plan”) 2007. The Remuneration Committee shall decide in its 
absolute discretion the level of any Award made under the Rules of the Plan. Awards are subject to certain agreed performance conditions determined by  
the Remuneration Committee. Mr Davis is required to accumulate a holding of Ordinary Shares in the Company of at least equal to the value of his annual 
base salary by 1 January 2012. The agreement and hence Mr Davis’ employment may be terminated by the Company giving not less than six months’ 
written notice of termination without cause and in the event of a change in control Mr Davis shall be entitled to receive a further six months’ notice from  
the Company. Mr Davis can terminate the agreement and hence his employment by giving the Company not less than six months’ written notice.

Non-Executive Directors
The Company’s policy is to establish and maintain a body of Non-Executive Directors with a breadth of skills and experience that is relevant to the 
Company’s business. In this context, it is the Board’s policy for the Non-Executive Directors to be paid a level of fee that reflects market conditions and 
is sufficient to attract individuals with appropriate knowledge and experience. The Board seeks to pay the market rate to reflect the time taken to carry 
out the role of a Non-Executive Director and reviews the rates annually. 

The Company has entered into a letter of appointment with each of the Non-Executive Directors. Each letter of appointment is for a fixed term and 
includes a provision that either party may terminate the appointment at any time during the term of appointment by giving three months’ notice of 
termination and the appointment may be terminated at any time in accordance with the Articles of Association of the Company or as may be required 
under the Companies Acts. The dates of the letters of appointment and the expiry dates are:

					     Date of Letter	  
Non-Executive Director					     of Appointment	 Expiry Date

Anne Margaret Glover					     27-01-2006	 26-01-2009

David Robert Guyer					     05-05-2006	 26-01-2009

Saad Hassan Hammad					     01-08-2007	 31-07-2010

John Malcolm Padfield					     11-01-2006	 31-12-2008

Patrick Robin David Paul					     27-01-2006	 26-01-2009

Barry Michael Rose					     27-01-2006	 26-01-2009

Rosalyn Susan Wilton					     01-08-2007	 31-07-2010

Directors’ Interests
The beneficial and non-beneficial interests of the Directors in the Ordinary Shares of £0.02 each in the capital of the Company are set out below. 

	 30 September 2008	 01 October 2007 
Director			   Ordinary Shares	 Share Options	 Ordinary Shares	 Share Options

Douglas Crombie Anderson (1)(5)			   2,765,784	 169,034	 2,765,784	 142,155

Thomas William Butts (2)			   323,000	 1,050,000	 23,000	 1,350,000

Anne Margaret Glover (3)(5)			   13,381,929	 -	 13,381,929	 -

David Robert Guyer			   -	 -	 -	 -

Saad Hassan Hammad			   -	 -	 -	 -

John Malcolm Padfield			   215,335	 -	 175,000	 -

Patrick Robin David Paul (4)(5)			   5,112,410	 -	 5,037,410	 -

Barry Michael Rose			   35,000	 -	 15,000	 -

Allan Mark Watson			   10,000	 502,995	 -	 427,995

Rosalyn Susan Wilton			   12,500	 -	 -	 -

Notes
(1)	� 157,750 are held in the name of Douglas Crombie Anderson and 2,608,034 are held in the name of Crombie Anderson Associates Limited  

of which Mr Anderson controls 55.25% of the issued share capital.

(2)	� 1,050,000 share options held as at 30 September 2008 lapsed upon resignation in accordance with and pursuant to the terms and conditions  
of the agreement entered into with the Company on 14 November 2008.
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(3)	� 127,176 are held in the name of Anne Margaret Glover and 13,254,753 are held in the names of seven funds, which are wholly controlled  
by Amadeus Capital Partners Limited of which Ms Glover serves as Chief Executive Officer.

(4)	� 4,657,867 are held in the name of Patrick Robin David Paul and 379,543 are held in the name of Chester Investments Limited of which Mr Paul 
controls 100% of the issued share capital.

(5)	� Anne Margaret Glover and Patrick Robin David Paul are each minority shareholders in Crombie Anderson Associates Limited of which Douglas 
Crombie Anderson is the majority shareholder.

Directors’ Remuneration (Audited)
The remuneration in respect of qualifying services of each person who served as a Director during the year ended 30 September 2008 was as shown  
below. No Director took part in discussions or decisions relating to his or her own remuneration. All amounts are audited and expressed in USD, which  
is the Company’s reporting currency although all Directors, with the exception of Mr Butts, were paid in GBP. The average exchange rate used during  
the year ended 30 September 2008 was $1.99 to £1.00 (2007: $1.98 to £1.00). 

						      Year to	 Year to 
				    Year to	 Year to	 30 September	 30 September 
				    30 September	 30 September	 2008 Pension	 2007 Pension 
	 Salary & Fees	 Bonus	 Benefits	 2008	 2007	 Contribution	 Contribution 
Director	 $’000	 $’000	 $’000	 $’000	 $’000	 $’000	 $’000

Executive Director	

Douglas C. Anderson	 239	 26	 3	 268	 309	 24	 22

Thomas W. Butts	 416	 40	 29	 485	 522	 3	 -

Allan M. Watson	 308	 31	 14	 353	 477	 31	 29

Sub total	 963	 97	 46	 1,106	 1,308	 58	 51

Non-Executive Director	

Anne M. Glover (1)	 56	 -	 -	 56	 52	 -	 -

David R. Guyer (2)	 99	 -	 -	 99	 99	 -	 -

Saad H. Hammad	 63	 -	 -	 63	 10	 -	 -

John M. Padfield	 159	 -	 -	 159	 114	 -	 -

Patrick R.D. Paul	 56	 -	 -	 56	 52	 -	 -

Barry M. Rose	 70	 -	 -	 70	 55	 -	 -

Rosalyn S. Wilton	 66	 -	 -	 66	 11	 -	 -

Sub total	 569	 -	 -	 569	 393	 -	 -

Retirees (3)	 -	 -	 -	 -	 698	 -	 13

Total	 1,532	 97	 46	 1,675	 2,399	 58	 64

Notes
(1)	 Fees are paid to Amadeus Capital Partners Limited.

(2)	 Dr Guyer received an additional £25,000 for serving as Chairman of the Company’s Medical Advisory Board.

(3)	 Paid to Ian Stevens and includes compensation for loss of office of $433,000.

Non-Executive Directors’ Remuneration
Shareholder approval to amend the Articles of Association in respect of the remuneration payable to Non-Executive Directors of the Company was 
granted under Special Resolution at the Annual General Meeting held on 28 February 2008. 

Shareholders approved replacing the previous £60,000 individual limit on Non-Executive Directors’ basic fees with an aggregate limit of £350,000.  
The aggregated fees paid to Non-Executive Directors during the year ended 30 September 2008 totalled $569,000 (£285,930). 

The aggregate limit will continue to be linked to the General Index of Retail Prices or such comparable index through the Company’s Articles so that  
it does not become outdated and avoiding the need for repeated amendments to the Articles. 
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Share Options/Awards Granted to Directors (Audited)
Details of share options or awards made to those Directors who served during the financial year ended 30 September 2008 are set out in the table below.  
All amounts are audited and no amounts were payable for the award of the share options. No grants lapsed during the year ended 30 September 2008.

	 Year	 Granted	 Exercised 
	 Beginning	 During Year to	 During Year to	 Year Ended			   Earliest 
	 01 October	 30 September	 30 September	 30 September	 Exercise	 Date of	 Date of	 Expiry 
Director	 2007	 2008	 2008	 2008	 Price	 Grant	 Exercise	 Date

D.C. Anderson	 1,000	 -	 -	 1,000	 £1.00	 01-10-2004	 01-10-2004	 30-09-2014

	 25,000	 -	 -	 25,000	 £1.00	 21-09-2005	 21-09-2005	 20-09-2015

	 100,000	 -	 -	 100,000	 £1.00	 09-12-2005	 09-12-2006	 08-12-2015

	 16,155	 -	 -	 16,155	 £2.48	 29-05-2007	 29-05-2010	 28-05-2017

	 -	 26,879	 -	 26,879	 £1.24	 08-01-2008	 08-01-2011	 07-01-2018

Totals	 142,155	 26,879	 -	 169,034	

T.W. Butts (1)	 1,350,000	 -	 300,000	 1,050,000	 £0.02	 31-01-2007	 01-01-2008	 31-12-2011

Totals	 1,350,000	 -	 300,000	 1,050,000	

A.M. Watson	 150,000	 -	 -	 150,000	 £1.00	 01-12-2003	 01-12-2003	 30-11-2013

	 1,000	 -	 -	 1,000	 £1.00	 01-10-2004	 01-10-2004	 30-09-2014

	 150,000	 -	 -	 150,000	 £1.00	 21-09-2005	 21-09-2005	 20-09-2015

	 100,000	 -	 -	 100,000	 £1.00	 09-12-2005	 09-12-2006	 08-12-2015

	 26,995	 -	 -	 26,995	 £0.02	 29-05-2007	 29-05-2010	 28-11-2010

	 -	 75,000	 -	 75,000	 £0.02	 08-01-2008	 08-01-2011	 07-07-2011

Totals	 427,995	 75,000	 -	 502,995	

(1)	� 1,050,000 share options held as at 30 September 2008 lapsed upon resignation in accordance with and pursuant to the terms and conditions  
of the agreement entered into with the Company on 14 November 2008.

The grants made on 29 May 2007 and 08 January 2008 to Mr Anderson and Mr Watson were made respectively under the Company’s shareholder 
approved Share Option Plan and Performance Share Plan. 

The performance criteria of the Share Option Plan and the Performance Share Plan are detailed on pages 31 and 32 of the Directors’ Remuneration Report.

Mr Butts was granted a share award on 18 December 2006 to acquire up to 2,200,000 Ordinary Shares in the capital of the Company at an exercise price 
of £2.00 per Ordinary Share, which was the mid-market closing price on the date of grant. At the Annual General Meeting held on 31 January 2007 a 
proposal to replace this award with an award to acquire up to 1,350,000 Ordinary Shares in the capital of the Company at an exercise price of £0.02 per 
Ordinary Share was approved by shareholders. The exercise of this award by Mr Butts was dependent on meeting certain performance targets and the 
award was to vest and become exercisable in three tranches following the end of the calendar years 2007, 2008 and 2009. The vesting of each tranche 
was subject to the Company achieving significant year on year increases to key performance indicators, namely increasing revenues, operating profit before 
share-based payments and net operating cash flows. Mr Butts acquired 300,000 Ordinary Shares at an exercise price of £0.02 on 31 March 2008. The 
market price of the Company’s Ordinary Shares on 31 March 2008 was £1.31. The option to acquire the remaining 1,050,000 Ordinary Shares lapsed  
upon resignation in accordance with and pursuant to the terms and conditions of the agreement entered into with the Company on 14 November 2008.

Aggregate gains made by Directors on the exercise of share options amounted to $770,130 (2007: $nil). 

The market price of the shares at 30 September 2008 was £0.98. The highest and lowest market prices during the financial year to 30 September 2008 
were £2.01 and £0.98 respectively.		

Directors’ Remuneration Report (continued)
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Performance Graph
The following graph shows the Company’s performance measured by the total shareholder return, compared with the performance of the FTSE Small Cap 
and the FTSE All Share and Healthcare Equipment and Services (rebased) indices. The Board believes these comparisons are the most relevant.

Rosalyn S. Wilton 
Chairman of the Remuneration Committee 
3 December 2008
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We have audited the Group financial statements of Optos plc for the year ended 30 September 2008 which comprises the Consolidated Income 
Statement, the Consolidated Balance Sheet, the Consolidated Statement of Change in Equity and the Consolidated Cash Flow Statement, and the 
related Notes 1 to 23. These Group financial statements have been prepared under the accounting policies set out therein.

We have reported separately on the Parent Company financial statements of Optos plc for the year ended 30 September 2008 and on the information  
in the Directors’ Remuneration Report that is described as having been audited.

This report is made solely to the Company’s members, as a body, in accordance with Section 235 of the Companies Act 1985. 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 in an Auditors’ 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 Auditors
The Directors’ responsibilities for preparing the Annual Report and the Group financial statements in accordance with applicable United Kingdom law  
and International Financial Reporting Standards (IFRSs) as adopted by the European Union are set out in the Statement of Directors’ Responsibilities.

Our responsibility is to audit the Group financial statements in accordance with relevant legal and regulatory requirements and International Standards  
on Auditing (UK and Ireland).

We report to you our opinion as to whether the Group financial statements give a true and fair view and whether the Group financial statements have  
been properly prepared in accordance with the Companies Act 1985 and Article 4 of the IAS Regulation. We also report to you whether in our opinion 
the information given in the Directors’ Report is consistent with the financial statements. The information given in the Directors’ Report includes that 
specific information presented in the Chairman’s Statement.

In addition we report to you if, in our opinion, we have not received all the information and explanations we require for our audit, or if information specified  
by law regarding Director’s remuneration and other transactions is not disclosed.

We review whether the Corporate Governance Statement reflects the Company’s compliance with the nine provisions of the 2006 Combined Code specified 
for our review by the Listing Rules of the Financial Services Authority, and we report if it does not. We are not required to consider whether the Board’s 
statements on internal control cover all risks and controls, or form an opinion on the effectiveness of the Group’s corporate governance procedures or its  
risk and control procedures.

We read other information contained in the Annual Report and consider whether it is consistent with the audited Group financial statements. The other 
information comprises only What we do, Business model, Business strategy, Group Highlights, Markets, Products, Case Studies, the Chairman’s 
Statement, Board of Directors, Directors’ Responsibilities, Directors’ Report, Business Review, Corporate Social Responsibility, Shareholder Information, 
Corporate Governance and Committee Reports. We consider the implications for our report if we become aware of any apparent misstatements  
or material inconsistencies with the Group financial statements. Our responsibilities do not extend to any other information.

Basis of Audit Opinion
We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board. An audit includes 
examination, on a test basis, of evidence relevant to the amounts and disclosures in the Group financial statements. It also includes an assessment of the 
significant estimates and judgements made by the Directors in the preparation of the Group financial statements, and of whether the accounting policies  
are appropriate to the Group’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order to provide us with sufficient 
evidence to give reasonable assurance that the Group financial statements are free from material misstatement, whether caused by fraud or other irregularity 
or error. In forming our opinion we also evaluated the overall adequacy of the presentation of information in the Group financial statements.

Opinion
In our opinion:

•	 �the Group financial statements give a true and fair view, in accordance with IFRSs as adopted by the European Union, of the state of the Group’s 
affairs as at 30 September 2008 and of its profit for the year then ended;

•	 the Group financial statements have been properly prepared in accordance with the Companies Act 1985 and Article 4 of the IAS Regulation; and,

•	 the information given in the Directors’ Report is consistent with the Group financial statements.

Ernst & Young LLP 
Registered Auditor 
Glasgow 
3 December 2008 

Independent Auditors’ Report
To the Members of Optos plc
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Consolidated Income Statement
For the year ended 30 September 2008

					     2008	 2007 
			   Notes		  $’000	 $’000

Revenue			   4		  100,812	 86,831
Cost of sales					     (36,588)	 (30,297)

Gross profit					     64,224	 56,534

Selling and distribution costs					     (21,052)	 (18,716)
Administrative expenses			   4		  (31,183)	 (27,969)

Operating profit before share-based payments	 				    11,989	 9,849

Share-based payments			   20		  (293)	 (3,350)

Operating profit after share-based payments					     11,696	 6,499

Finance revenue			   5		  571	 1,182
Finance costs			   5		  (6,373)	 (6,058)

Profit from continuing operations before taxation			   4		  5,894	 1,623
Income tax charge			   7		  (1,278)	 (1,849)

Net profit/(loss) for the year 
	 attributable to equity holders of the parent					     4,616	 (226)

Profit before taxation per Ordinary Share
Basic			   8		  8.5c	 2.4c
Diluted			   8		  8.4c	 2.3c

Profit/(Loss) after taxation per Ordinary Share
Basic			   8		  6.7c	 (0.3)c
Diluted			   8		  6.6c	 (0.3)c
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Consolidated Balance Sheet
As at 30 September 2008

					     2008	 2007 
			   Notes		  $’000	 $’000

Non-current assets
Property, plant and equipment			   9		  93,240	 91,116
Intangible assets			   10		  13,226	 10,616
Deferred tax asset			   7		  9,223	 10,337

Total non-current assets					     115,689	 112,069

Current assets
Inventories			   11		  8,227	 7,348
Trade and other receivables			   12		  15,393	 11,008
Cash and cash equivalents			   13		  27,466	 21,060

Total current assets					     51,086	 39,416

Total assets					     166,775	 151,485

Current liabilities
Trade and other payables			   14		  (15,365)	 (13,581)
Financial liabilities			   15		  (32,430)	 (40,460)
Provisions			   17		  (10)	 (173)
Government grants			   18		  (143)	 (94)
Income tax payable			   7		  (222)	 (147)

Total current liabilities					     (48,170)	 (54,455)

Total assets less current liabilities					     118,605	 97,030

Non-current liabilities
Financial liabilities			   15		  (53,462)	 (37,569)
Provisions			   17		  (431)	 (910)
Government grants			   18		  (780)	 (923)

Total non-current liabilities					     (54,673)	 (39,402)

Net assets					     63,932	 57,628

Equity attributable to equity holders of the parent
Issued capital					     2,486	 2,453
Share premium					     116,704	 115,682
Retained earnings					     (54,428)	 (59,884)
Other reserves					     (830)	 (623)

Total equity					     63,932	 57,628

Approved by the Board of Directors on 3 December 2008 and signed on its behalf by:

Allan M. Watson 
Director
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Consolidated Statement of Changes in Equity
For the year ended 30 September 2008

		  Share	 Share	 Retained	 Foreign 
		  Capital	 Premium	 Earnings	 Exchange	 Total 
	 Note	 $’000	 $’000	 $’000	 $’000	 $’000

At 1 October 2006		  2,361	 111,375	 (62,271)	 (129)	 51,336

Exchange differences on foreign operations		  -	 -	 -	 (494)	 (494)
Loss for the year		  -	 -	 (226)	 -	 (226)

Total income and expenses for year		  -	 -	 (226)	 (494)	 (720)

Issue of Ordinary Share capital		  92	 4,307	 -	 -	 4,399
Share-based payments		  -	 -	 2,613	 -	 2,613

At 1 October 2007		  2,453	 115,682	 (59,884)	 (623)	 57,628

Exchange differences on foreign operations		  -	 -	 -	 (207)	 (207)
Profit for the year		  -	 -	 4,616	 -	 4,616

Total income and expenses for year		  -	 -	 4,616	 (207)	 4,409

Issue of Ordinary Share capital	 19	 33	 1,022	 -	 -	 1,055
Share-based payments		  -	 -	 840	 -	 840

At 30 September 2008		  2,486	 116,704	 (54,428)	 (830)	 63,932

Share premium
Share premium comprises the difference between the net proceeds and nominal value on issue of the Company’s equity share capital.

Foreign exchange reserve
This reserve includes all cumulative differences on the translation of the Group’s net investment in foreign operations. Optos has elected to deem the 
cumulative differences on the retranslation into US Dollars of the Group’s net investment in foreign operations to be $nil as at 1 October 2004. As a 
result, in the event of the subsequent disposal of a foreign operation, any gain or loss on disposal will include cumulative translation differences arising 
only on or after 1 October 2004.
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Consolidated Cash Flow Statement
For the year ended 30 September 2008

					     2008	 2007 
			   Notes		  $’000	 $’000

Operating activities
Profit/(loss) for the year					     4,616	 (226)
Adjustments to reconcile profit/(loss) for the year to net cash inflow from operating activities:
Income tax charge					     1,278	 1,849
Net finance costs					     5,802	 4,876
Depreciation and amortisation					     30,214	 25,633
Loss on disposal of property, plant, equipment and intangibles					     1,264	 1,511
Share-based payments					     840	 2,613
Increase in trade and other receivables					     (4,149)	 (3,549)
Government grants amortisation					     (94)	 (47)
Increase in inventories					     (907)	 (3,613)
Increase in trade and other payables					     1,337	 2,632
Decrease in provisions					     (642)	 (56)

Cash flow from operating activities					     39,559	 31,623

Tax on continuing operations					     (88)	 (132)

Net cash flow from operating activities					     39,471	 31,491

Cash flows used in investing activities
Interest received					     571	 1,182
Purchases of property, plant and equipment (PPE)					     (32,678)	 (39,502)
Expenditure on intangible assets					     (3,506)	 (3,148)
Government grant receipt					     -	 350

Net cash flows used in investing activities					     (35,613)	 (41,118)

Cash flows from financing activities
Proceeds from finance leases					     51,286	 43,063
Payment of finance leases					     (43,422)	 (46,903)
Proceeds from share issues					     1,055	 4,399
Interest paid					     (6,373)	 (6,058)

Net cash flows from financing activities					     2,546	 (5,499)

Net increase/(decrease) in cash and cash equivalents					     6,404	 (15,126)
Effect of exchange on cash and cash equivalents					     2	 34
Cash and cash equivalents at beginning of period					     21,060	 36,152

Cash and cash equivalents at end of period			   13		  27,466	 21,060
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Notes to the Consolidated Financial Statements
For the year ended 30 September 2008

1	 AUTHORISATION OF FINANCIAL STATEMENTS AND STATEMENTS OF COMPLIANCE
The consolidated financial statements of Optos plc for the year ended 30 September 2008 were approved and authorised for issue by the Directors  
on 3 December 2008. Optos plc is a limited company incorporated in Scotland and is listed on the London Stock Exchange.

The consolidated financial statements of Optos plc have been prepared in accordance with International Financial Reporting Standards (“IFRS”)  
as adopted by the European Union and applied in accordance with the provisions of the Companies Act 1985.

2	 ACCOUNTING POLICIES
The principal accounting policies adopted in the preparation of these financial statements are set out below. These policies have been consistently 
applied to the years presented, unless otherwise stated.

a) Basis of preparation
The financial statements have been prepared in accordance with the accounting policies based on International Financial Reporting Standards (“IFRS”) 
and IFRIC interpretations endorsed by the European Union (“EU”) and with those parts of the Companies Act 1985 applicable to companies reporting 
under IFRS.

The consolidated financial statements are presented in US Dollars and all values are rounded to the nearest thousand ($’000), except when otherwise indicated.

b) Basis of consolidation
The financial statements of the subsidiaries are prepared for the same reporting year as the Parent Company, using consistent accounting policies.

All intercompany balances and transactions, including unrealised profits arising from intra-group transactions, have been eliminated in full.

c) Foreign currency translation
The consolidated financial statements are presented in US Dollars, which is the Company’s functional and presentation currency. Each entity in the 
Group determines its own functional currency and items included in the financial statements of each entity are measured using that functional currency. 
Transactions in foreign currencies are initially recorded in the functional currency rate ruling at the date of the transaction. Monetary assets and liabilities 
denominated in foreign currencies are retranslated at the functional currency rate of exchange ruling at the balance sheet date. All differences are taken 
to profit or loss, with the exception of differences on foreign currency borrowings that provide a hedge against a net investment in a foreign entity. These 
are taken directly to equity until the disposal of the net investment, at which time they are recognised in profit or loss. Tax charges and credits attributable 
to exchange differences on those borrowings are also dealt with in equity. Non-monetary items that are measured in terms of historical cost in a foreign 
currency are translated using the exchange rates as at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign 
currency are translated using the exchange rates at the date when the fair value was determined.

The functional currency of the foreign operations Optos Canada Inc. and Optos GmbH, is the Canadian Dollar and Euro respectively. As at the reporting 
date, the assets and liabilities of these subsidiaries are translated into the presentation currency of Optos plc (the US Dollar) at the rate of exchange ruling  
at the balance sheet date and, their income statements are translated at the weighted average exchange rates for the year. The exchange differences arising 
on the translation are taken directly to a separate component of equity. On disposal of a foreign entity, the deferred cumulative amount recognised in equity 
relating to that particular foreign operation is recognised in the income statement. The Company’s share capital and share premium account are denominated 
in £ Sterling and are translated at the historical rates of exchange.

Optos has elected to deem the cumulative differences on the retranslation into US Dollars of the Group’s net investment in foreign operations to be $nil 
as at 1 October 2004. As a result, in the event of the subsequent disposal of a foreign operation, any gain or loss on disposal will only include cumulative 
translation differences arising on or after 1 October 2004.

d) Property, plant and equipment
Property, plant and equipment is stated at cost, excluding the costs of the day-to-day servicing, less accumulated depreciation and accumulated 
impairment in value.

Depreciation is provided on all property, plant and equipment at rates calculated to write off the cost less estimated residual values based on prices 
prevailing at the balance sheet date of each asset evenly over its expected useful, life as follows:

Leasehold improvements						      10 years

Medical devices						      5 years

Other plant and equipment						      3 to 10 years

Medical devices refer to retinal examination equipment located at healthcare professional sites and being used on a pay-per-examination basis, and 
significant component parts and major spares. Medical devices are depreciated upon activation at the relevant healthcare professional site.

The carrying values of plant and equipment are reviewed for impairment when events or changes in circumstances indicate that the carrying value may  
not be recoverable.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are expected from its use or disposal. Any  
gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal proceeds and the carrying amount of the asset)  
is included in the income statement in the year the asset is derecognised.

The assets’ residual values, useful lives and methods are reviewed, and adjusted if appropriate, at each financial year end.
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2	 ACCOUNTING POLICIES (CONTINUED)

e) Leases
Assets held under finance leases, which transfer to the Group substantially all the risks and benefits incidental to ownership of the leased item, are capitalised 
at the inception of the lease at the fair value or, if lower, at the present value of the minimum lease payments or, in respect of medical devices, at the cost of 
manufacture. Lease payments are apportioned between the finance charges and reduction of the lease liability so as to achieve a constant rate of interest  
on the remaining balance of the liability. Finance charges are charged directly against income.

Capitalised leased assets are depreciated over the shorter of the estimated useful life of the asset and the lease term, if there is no reasonable certainty  
that the Group will obtain ownership by the end of the lease term.

Operating lease payments are recognised as an expense in the income statement on a straight-line basis over the lease term.

Upon placement of medical devices at a healthcare professional site, the Group typically enters into a financing agreement with third-party providers of vendor 
finance involving the sale of medical devices, with legal title being transferred back at the end of the period. As the significant risks and rewards of ownership  
are retained by the Group, the proceeds received from the third-party providers of vendor finance are recorded as fixed-rate obligations which are repayable  
by instalments and are secured over the related medical device.

f) Intangible assets
Intangible assets are carried at cost less accumulated amortisation and accumulated impairment loss. Internally generated intangible assets, excluding 
capitalised development costs, are not capitalised, and expenditure is charged against profits in the year in which the expenditure is incurred.

Research and development costs
Research costs are expensed as incurred. Development expenditure incurred on an individual project is carried forward when its future recoverability can 
reasonably be regarded as assured. Following the initial recognition of the development expenditure, the cost model is applied, requiring the asset to be 
carried at cost less any accumulated amortisation and accumulated impairment losses. Any expenditure carried forward is amortised over the benefits  
which are anticipated to accrue from the first five years of commercial operations.

The carrying value of development costs is reviewed for impairment annually when the asset is not yet in use, or more frequently when an indication  
of impairment arises during the reporting year.

Computer software
Computer software that is not integral to an item of property, plant and equipment is recognised separately as an intangible asset. Amortisation is provided  
on a straight-line basis so as to charge the cost of the software to the income statement over its expected useful life, which is in the range three to five years.

g) Impairment of assets
The Group assesses at each reporting date whether there is an indication that an asset may be impaired. If any such indication of impairment exists, or when 
annual impairment testing for an asset is required, the Group makes an estimate of the asset’s recoverable amount. An asset’s recoverable amount is the 
higher of an asset’s, or cash-generating unit’s, fair value less costs to sell, and its value in use, and is determined for an individual asset, unless the asset 
does not generate cash inflows that are largely independent of those from other assets or groups of assets. Where the carrying amount of an asset exceeds 
its recoverable amount, the asset is considered impaired and is written down to its recoverable amount. In assessing value in use, the estimated future cash 
flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks 
specific to the asset. Impairment losses of continuing operations are recognised in the income statement in those expense categories consistent with the 
function of the impaired asset.

An assessment is made at each reporting date as to whether there is any indication that previously recognised impairment losses may no longer exist or may 
have decreased. If such indication exists, the recoverable amount is estimated. A previously recognised impairment loss is reversed only if there has been 
a change in the estimates used to determine the asset’s recoverable amount since the last impairment loss was recognised. If that is the case, the carrying 
amount of the asset is increased to its recoverable amount. That increased amount cannot exceed the carrying amount that would have been determined, 
net of depreciation, had no impairment loss been recognised for the asset in prior years. Such reversal is recognised in profit or loss. After such a reversal, 
the depreciation charge is adjusted in future periods to allocate the asset’s revised carrying amount, less any residual value, on a systematic basis over its 
remaining useful life.

h) Inventories
Inventories primarily comprise spares components related to medical devices. Inventories are valued at the lower of cost and net realisable value. Costs 
incurred in bringing each product to its present location and condition is accounted for as follows:

•	 raw materials spares and consumables – purchase cost on a first-in, first-out basis; and,

•	 �net realisable value is the estimated selling price in the ordinary course of business, less estimated costs of completion and the estimated costs necessary 
to make the sale.

i) Trade and other receivables
Trade receivables, which generally have 30-90 days’ terms, are recognised and carried at original invoice amount less an allowance for any uncollectible 
amounts. Provision is made when there is objective evidence that the Group will not be able to collect the debts. Balances are written off when the probability 
of recovery is assessed as being remote.

Notes to the Consolidated Financial Statements (continued)
For the year ended 30 September 2008
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j) Cash and cash equivalents
Cash and short-term deposits in the balance sheet comprise cash at banks and in hand and short-term deposits with an original maturity of three months  
or less.

k) Interest-bearing loans and borrowings
All loans and borrowings are initially recognised at the fair value of the consideration received less directly attributable transaction costs. After initial 
recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost using the effective interest method.

l) Taxation

Income tax
Current tax assets and liabilities for the current and prior periods are measured at the amount expected to be recovered from or paid to the taxation authorities.

The tax rates and tax laws used to compute the amount are those that are enacted or substantively enacted by the balance sheet date.

Deferred income tax is recognised for all temporary differences arising between the tax bases of assets and liabilities and their carrying amounts in the 
financial statements, with the following exceptions:

•	 �where the deferred tax liability arises from the initial recognition of goodwill or of an asset or liability in a transaction that is not a business combination  
and, at the time of the transaction, affects neither the accounting profit nor taxable profit or loss; and

•	 �in respect of taxable temporary differences associated with investments in subsidiaries, where the timing of the reversal of the temporary differences 
can be controlled and it is probable that the temporary differences will not reverse in the foreseeable future.

Deferred income tax assets are recognised for all deductible temporary differences, carry-forward of unused tax credits and unused tax losses, only  
to the extent that it is probable that taxable profit will be available against which the deductible temporary differences, and the carry-forward of unused 
tax credits and unused tax losses can be utilised.

The carrying amount of deferred income tax assets will be reviewed at each balance sheet date and reduced to the extent that it is no longer probable 
that sufficient taxable profit will be available to allow all or part of the deferred income tax asset to be utilised. Unrecognised deferred income tax assets 
are reassessed at each balance sheet date and are recognised to the extent that it has become probable that future taxable profit will allow the deferred 
tax asset to be recovered.

Deferred income tax assets and liabilities are measured on an undiscounted basis at the tax rates that are expected to apply to the year when the asset  
is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the balance sheet date.

Income tax relating to items recognised directly in equity is recognised in equity and not in the income statement. Otherwise, income tax is recognised  
in the income statement.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to set off current tax assets against current tax liabilities and  
the deferred taxes are related to the same taxable entity and the same taxation authority.

Sales tax
Revenues, expenses and assets are recognised net of the amount of sales tax, except:

•	 �where the sales tax incurred on a purchase of assets or services is not recoverable from the taxation authority, in which case, the sales tax is 
recognised as part of the cost of acquisition of the asset or as part of the expense item as applicable; and,

•	 receivables and payables that are stated with the amount of sales tax included.

The net amount of sales tax recoverable from, or payable to, the taxation authority is included as part of receivables or payables in the balance sheet.

m) Share-based payment transactions
Employees (including senior executives) of the Group receive remuneration in the form of share-based payment transactions, whereby employees render 
services as consideration for equity instruments (“equity-settled transactions”).

The cost of equity-settled transactions with employees is measured by reference to the fair value at the date at which they are granted and is  
recognised as an expense over the vesting period, which ends on the date on which the relevant employees become fully entitled to the award.  
In valuing equity-settled transactions, no account is taken of any performance conditions, other than conditions linked to the price of the shares  
of the Company (“market conditions”), if applicable.

No expense is recognised for awards that do not ultimately vest, except for awards where vesting is conditional upon a market condition, which are 
treated as vesting irrespective of whether or not the market condition is satisfied, provided that all other performance conditions are satisfied.

The cost of equity-settled transactions is recognised, together with a corresponding increase in equity, over the period in which the performance and/or 
service conditions are fulfilled, ending on the date on which the relevant employees become fully entitled to the award (“the vesting date”). The cumulative 
expense recognised for equity-settled transactions at each reporting date until the vesting date reflects the extent to which the vesting period has expired 
and the Group’s best estimate of the number of equity instruments that will ultimately vest. The income statement charge or credit for a period represents  
the movement in cumulative expense recognised as at the beginning and end of that period.
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2	 ACCOUNTING POLICIES (CONTINUED)

m) Share-based payment transactions (continued)
Where the terms of an equity-settled award are modified, or a new award is designated as replacing a cancelled or settled award, the cost based on  
the original award terms continues to be recognised over the original vesting period. In addition, an expense is recognised over the remainder of the  
new vesting period for the incremental fair value of any modification, based on the difference between the fair value of the original award and the fair 
value of the modified award, both as measured on the date of modification. No reduction is recognised if this difference is negative.

Where an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, and any cost not yet recognised in the income 
statement for the award is expensed immediately. Any compensation paid up to the fair value of the award at the cancellation or settlement date is deducted 
from equity, with any excess over fair value being treated as an expense in the income statement.

The Group has taken advantage of the transitional provisions of IFRS 2 in respect of equity-settled awards, and has applied IFRS 2 only to equity-settled 
awards granted after 7 November 2002 that had not vested on 1 January 2005.

n) Revenue recognition
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue can be reliably measured. 
Revenue is measured at the fair value of the consideration received excluding discounts, rebates, VAT and other sales tax or duties. The following 
specific recognition criteria must also be met before revenue is recognised:

Sale of goods
Revenue from the sale of goods is recognised when the significant risks and rewards of ownership of the goods have passed to the buyer, usually on dispatch.

Rendering of services
Revenue from the provision of retinal examinations to the healthcare sector is recognised once the service has been provided. Such examinations are 
undertaken by healthcare professionals who generally enter into “pay-per-patient” agreements.

Revenue is recognised on a pay-per-examination basis, usually with a minimum monthly usage level being agreed with the local healthcare professional.

Interest income
Revenue is recognised as interest accrues on cash deposits.

o) Borrowing costs
Borrowing costs are recognised as an expense when incurred.

p) Government grants
Government grants are recognised where there is reasonable assurance that the grant will be received and all attaching conditions will be complied with.

When the grant relates to an expense item, it is recognised as income over the period necessary to match the grant on a systematic basis to the costs 
that it is intended to compensate. Where the grant relates to an asset, the fair value is credited to a deferred income account and is released to the 
income statement over the expected useful life of the relevant assets.

q) Post-employment benefits
Post employment benefits comprise pension benefits provided to employees throughout the world.

The Group operates a number of defined contribution pension scheme. The assets of the schemes are invested and managed independently of the 
finances of the relevant company. The contributions payable are recognised in the income statement in the period in which they become payable.

r) Derecognition of financial liabilities
A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.

s) Significant judgements made
In the process of applying the Group’s accounting policies, management has made the following judgements, apart from those involving estimations, 
which have the most significant effect on the amounts recognised in the financial statements:

Medical device financing arrangements
Upon placement of medical devices at the healthcare professional site, the Group typically enters into a three-year financing arrangement with third-party 
providers of vendor finance involving the sale of the medical devices, with legal title being transferred back at the end of the arrangement period. The 
third-party providers of vendor finance enter into a three-year lease agreement with the healthcare professional. As the significant risks and rewards of 
ownership are retained by the Group, the proceeds received from the third-party providers of vendor finance are recorded as fixed-rate obligations which 
are repayable by instalments and are secured over the related medical device.

Notes to the Consolidated Financial Statements (continued)
For the year ended 30 September 2008
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t) Key sources of estimation uncertainty
The key assumptions concerning the future and other key sources of estimation uncertainty at the balance sheet date, that have a significant risk  
of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year, are discussed below:

Useful lives of medical devices
The Group depreciates medical devices over their estimated useful lives. The medical devices are still relatively new to market and management annually 
assesses the appropriateness of the current estimate of useful life.

Share-based payments
The assumptions underlying the calculation of share-based payments are important and based on independent advice. Certain awards under the Group’s 
long-term incentive plans are subject to the satisfaction of non-market related performance conditions. These conditions are based on future business 
performance and the Group makes estimates of the likelihood of these conditions being met. Changes in these assumptions could have a material 
impact on the measurement of the Group’s share-based payment charge. Further details are included in Note 20.

Development costs
The Group amortises its capitalised development costs over the anticipated benefits expected to accrue in the first five years of operations. Management 
assesses the appropriateness of the period taking into account latest market expectations. Further details are included in Note 10.

Deferred tax
The Group has gross unused tax losses arising primarily in the UK and US. Some of these losses are recognised under IAS 12 as Deferred Tax Assets.  
The Group makes judgements as to the likelihood of these losses being recoverable, and changes in these assumptions could have a material impact  
on the Group’s reported tax charge. Further details are included in Note 7.

The Group

u) New standards and interpretations
The IASB and IFRIC have issued the following standards and interpretations with an effective date for periods after the date of these financial statements:

		  Effective Date for 
	 International Accounting Standards (IFRS/IAS)	 Periods Commencing

IAS 1R	 Amendments – Presentation of Financial Statements *	 01/01/2009
IAS 23	 Borrowing Cost – Revised *	 01/01/2009
IAS 27R	 Amendment – Consolidated and Separate Financial Statements *	 01/07/2009
IAS 32 and IAS 1R	 Amendment – Puttable Financial Instruments and Obligations arising on Liquidation *	 01/01/2009
IAS 39	 Amendment – Eligible Hedged Items *	 01/07/2009
IAS 39 and IFRS 7	 Amendments – Reclassification of Financial Assets *	 01/07/2008
IFRS 1 and IAS 27	 Amendments – Cost of Investment in Separate Financial Statements *	 01/01/2009
IFRS 2R	 Amendment – Vesting Conditions and Cancellations *	 01/01/2009
IFRS 3R	 Amendment – Business Combinations *	 01/07/2009
IFRS 8	 Operating Segments	 01/01/2009
IFRIC 12	 Service Concession Arrangements *	 01/01/2008
IFRIC 13	 Customer Loyalty Programmes *	 01/07/2008
IFRIC 14	 The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction *	 01/01/2008
IFRIC 15	 Agreements for the Construction of Real Estate *	 01/01/2009
IFRIC 16	 Hedges of a Net Investment in a Foreign Operation *	 01/10/2008

* not yet adopted for use in the European Union

The above standards and interpretations will be adopted in accordance with their effective dates. The Directors do not anticipate that the adoption  
of these standards and interpretations will have a material impact on the Group’s financial statements in the period of initial application.
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3	 SEGMENTAL ANALYSIS
The primary segment reporting format is determined to be geographic segments as the Group’s risks and rates of return are affected predominantly 
by differences in the geographic locations of the markets served. The Group’s principal area of activity is the design, development, manufacture and 
marketing of retinal examination equipment (medical devices) at healthcare professional sites. These sites are fully supported by the Group’s employees. 
Revenue is primarily generated on a pay-per-examination basis, usually with a minimum monthly usage level being agreed. For the year ended  
30 September 2008, “pay-per-patient” agreements accounted for approximately 91% of revenues (2007: 90%). Additional revenue is generated  
from the sale of retinal examination equipment and associated income from the sale of service and warranty, in which case revenue is recognised when 
the significant risks and rewards, of ownership of the goods have passed to the buyer. Based upon this split of revenues the Directors have determined  
that a geographical analysis of operations is most appropriate and accordingly the Group only has one class of business.

The operating businesses are organised and managed separately according to the geographic location of the operations, with each segment representing 
a strategic business unit that offers the same products to different markets. The Group’s geographical segments are based on the location of the 
Group’s customers. Sales to external customers disclosed in geographical segments are based on the geographical location of its customers.

Transfer prices between segments are set at cost. Segment revenue, segment expense and segment result include transfers between geographical 
segments. Those transfers are eliminated on consolidation.

An analysis by geographical market is given below for the year ended 30 September 2008:

			   North America	 Europe	 Eliminations	 Total 
			   2008	 2008	 2008	 2008 
			   $’000	 $’000	 $’000	 $’000

Revenue			   93,265	 7,547	 -	 100,812
Sales to external customers
Inter-segment sales			   -	 24,466	 (24,466)	 -

Segment revenue			   93,265	 32,013	 (24,466)	 100,812

Result
Segment result before share-based payments			   27,539	 (15,550)	 -	 11,989
Share-based payments			   (506)	 213	 -	 (293)
Inter-segment costs			   (16,415)	 16,415	 -	 -

Operating profit after share-based payments			   10,618	 1,078	 -	 11,696
Net interest						      (5,802)

Profit from continuing operations before taxation						      5,894
Taxation						      (1,278)

Net profit for the year						      4,616

Assets and liabilities
Segment assets			   102,797	 88,861	 (61,572)	 130,086
Unallocated assets						      36,689

Total assets						      166,775

Segment liabilities			   56,164	 22,136	 (61,572)	 16,728
Unallocated liabilities						      86,115

Total liabilities						      102,843

Other segment information
Capital expenditure:
Property, plant and equipment			   25,238	 7,510	 -	 32,748
Intangible fixed assets			   1	 3,505	 -	 3,506
Depreciation			   26,040	 3,278	 -	 29,318
Amortisation			   44	 852	 -	 896
Loss on disposal			   1,142	 122	 -	 1,264

Unallocated assets primarily comprise cash and short-term deposits and deferred tax assets.

Unallocated net liabilities comprise net debt and taxation.

	

Notes to the Consolidated Financial Statements (continued)
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An analysis by geographical market is given below for the year ended 30 September 2007:

			   North America	 Europe	 Eliminations	 Total 
			   2007	 2007	 2007	 2007 
			   $’000	 $’000	 $’000	 $’000

Revenue
Sales to external customers			   82,151	 4,680	 -	 86,831
Inter-segment sales			   -	 27,956	 (27,956)	 -

Segment revenue			   82,151	 32,636	 (27,956)	 86,831

Result
Segment result before share-based payments			   24,211	 (14,362)	 -	 9,849
Share-based payments			   (1,891)	 (1,459)	 -	 (3,350)
Inter-segment costs			   (11,139)	 11,139	 -	 -

Operating profit after share-based payments			   11,181	 (4,682)	 -	 6,499
Net interest						      (4,876)

Profit from continuing operations before taxation						      1,623
Taxation						      (1,849)

Net loss for the year						      (226)

Assets and liabilities
Segment assets			   98,976	 85,800	 (64,688)	 120,088
Unallocated assets						      31,397

Total assets						      151,485

Segment liabilities			   59,868	 19,803	 (64,688)	 14,983
Unallocated liabilities						      78,874

Total liabilities						      93,857

Other segment information
Capital expenditure:
Property, plant and equipment			   33,376	 6,559	 -	 39,935
Intangible fixed assets			   40	 3,108	 -	 3,148
Depreciation			   23,247	 2,239	 -	 25,486
Amortisation			   53	 309	 -	 362
Loss on disposal			   1,464	 33	 -	 1,497

Unallocated assets primarily comprise cash and short-term deposits and deferred tax assets.

Unallocated net liabilities comprise net debt and taxation.

In the financial statements for the year ended 30 September 2007 the operating profit before share-based payments was shown pre inter-segment costs.

4	 REVENUE AND EXPENSES	

					     2008	 2007 
					     $’000	 $’000

Revenue
Sales of goods					     8,472	 8,190
Rendering of services					     92,340	 78,641

Revenue					     100,812	 86,831
Finance revenue					     571	 1,182

Total revenue					     101,383	 88,013

No revenue was derived from exchanges of goods or services.

Administrative expenses for the purposes of IAS 1.88 comprise administrative expenses and share-based payments.
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4	 REVENUE AND EXPENSES (CONTINUED)	

					     2008	 2007 
					     $’000	 $’000

The profit from continuing operations before taxation is stated after charging/(crediting):
Depreciation charge for the period					     29,318	 25,271
Research and development expenditure (1)					     2,165	 888
Amortisation of software (Note 10)					     302	 290
Cost of inventories recognised as an expense					     1,032	 2,320
Operating leases					     863	 672
Foreign exchange differences					     (99)	 (1,119)

(1) �Includes $594,000 (2007:$72,000) in respect of amortised intangible assets. In addition, $2,671,000 (2007: $2,899,000) was incurred in respect  
of research and development, which has not been charged in arriving at the pre-tax profit for the period as it has been capitalised as an intangible 
asset. Further information is included in Note 10 to the Group accounts.

Services provided by the Group’s auditor and network firms
During the year, the Group (including its overseas subsidiaries) obtained the following services from the Group’s auditor at costs as detailed below:

					     2008	 2007 
					     $’000	 $’000

Fees payable to the Company’s auditor for the audit of the Company’s annual accounts (including estimated expenses):		 164	 130
Fees payable to the Company’s auditor and its associates for other services (including estimated expenses):		
Other services pursuant to legislation					     61	 58
Tax services					     119	 181
All other services					     34	 135

					     378	 504

5	 FINANCING

					     2008	 2007 
					     $’000	 $’000

Finance costs
Lease finance					     6,373	 6,058

					     6,373	 6,058

Finance income
Bank interest receivable					     571	 1,182

					     571	 1,182

6	 DIRECTORS AND EMPLOYEES

					     2008	 2007 
					     $’000	 $’000

Staff costs for the Group during the year:
Wages and salaries					     25,361	 24,975
Social security costs					     2,351	 2,295
Defined contribution pension costs					     322	 313
Share-based payments					     840	 2,613

					     28,874	 30,196

Share-based schemes and outstanding options are set out in Note 20.

Notes to the Consolidated Financial Statements (continued)
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The average monthly number of persons employed during the year was as follows:

					     2008	 2007 
					     No.	 No.

Executive Directors					     3	 3
Field (Sales and Support)					     135	 128
Manufacturing and refurbishment					     75	 62
Product Development					     27	 23
Central					     40	 34
Marketing					     13	 14

					     293	 264

The above tabulation excludes the Non-Executive Directors.

Details of the fees, emoluments, pension contributions and gains on exercise of share options attributable to each Director during the year are given in 
the section headed ‘Directors’ Remuneration’ in the Directors’ Remuneration Report on pages 35 and 36.

7	 TAXATION

					     2008	 2007 
Analysis of tax charge in the year:					     $’000	 $’000

Tax on profit on ordinary activities:
Corporation tax at 29% (2007: 30%)
Current year					     -	 -
Overseas taxes – prior year	 	 	 	 	 (58)	 132
Overseas taxes – current year	 	 	 	 	 222	 147

Current year tax charge					     164	 279

Deferred tax					     1,114	 1,570

Total deferred tax charge					     1,114	 1,570

Total income tax charge					     1,278	 1,849

					     2008	 2007 
					     $’000	 $’000

Corporation tax reconciliation

Group profit on ordinary activities before taxation					     5,894	 1,623

Group profit on ordinary activities multiplied by the standard rate of corporation tax in the UK of 29% (2007: 30%)	 	 1,709	 487

Effects of:
Disallowed expenses					     171	 273
Change in unrecognised deferred tax assets					     (445)	 987
Prior year tax losses utilised against current year profits					     (50)	 -
Prior year unrecognised deferred tax now recognised					     (340)	 -
Effect of higher overseas tax rates					     423	 504
Adjustment in respect of prior periods					     (209)	 (402)
Effect of tax rate and law changes					     19	 -

Total tax charge for the year					     1,278	 1,849
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7	 TAXATION (CONTINUED)
Deferred income tax at 30 September 2008 and 30 September 2007, recognised in the balance sheet, related to the following:

					     2008	 2007 
					     $’000	 $’000

Deferred tax (assets):
Accelerated capital allowances					     2,205	 1,675
Development costs					     3,498	 2,825
Share-based payments					     (188)	 (942)
Other temporary differences					     (2,507)	 (1,048)
Losses					     (12,231)	 (12,847)

Net deferred income tax asset					     (9,223)	 (10,337)

Deferred income tax at 30 September 2008 and 30 September 2007, recognised in the income statement, related to the following:

					     2008	 2007 
					     $’000	 $’000

Deferred tax (assets):
Accelerated capital allowances					     530	 878
Development costs					     673	 -
Share-based payments					     754	 -
Other temporary differences					     (1,459)	 (121)
Losses					     616	 813

Charge					     1,114	 1,570

Tax losses
Deferred tax asset balances of approximately $12,083,000 (2007: $10,361,000), arising primarily in the UK, have not been recognised on the grounds  
that there is insufficient evidence that these assets will be recoverable. These assets will be recovered when future tax charges are sufficient to absorb 
these tax benefits. The continued availability of the tax losses is subject to certain conditions being met and the level of losses not being challenged by 
the relevant tax authority.

A deferred tax asset has been recognised in Canada in 2008 in respect of historic tax losses as there has been sufficient evidence to conclude that 
these losses will be recoverable in the future. A deferred tax asset was recognised in 2006 in respect of historic US tax losses as there was sufficient 
evidence to conclude that these losses will be recoverable in the future.

8	 PROFIT/(LOSS) PER ORDINARY SHARE
Basic earnings per share amounts are calculated by dividing the profit before taxation and the profit/(loss) after taxation for the financial year by the 
weighted average number of Ordinary Shares outstanding during the period.

Diluted earnings per share amounts are calculated by dividing the profit before taxation and the profit/(loss) after taxation for the financial year by the 
weighted average number of Ordinary Shares outstanding during the period (adjusted for the effects of dilutive options). In the case of a loss, no impact  
for further dilution is reflected as this would not have the effect of increasing the loss per share and is therefore not dilutive.

The profit/(loss) per Ordinary Share is calculated as follows:

					      
					     2008	 2007

Weighted average number of Ordinary Shares in issue					     69,183,072	 67,515,924
Effect of dilution: share options					     876,101	 1,837,840

Adjusted weighted average number of Ordinary Shares for diluted earnings per share			   70,059,173	 69,353,764

Profit before taxation ($’000s)					     5,894	 1,623
Basic profit before taxation per share (cents)					     8.5c	 2.4c
Diluted profit before taxation per share (cents)					     8.4c	 2.3c

Profit/(loss) after taxation ($’000s)					     4,616	 (226)
Basic profit/(loss) after taxation per share (cents)					     6.7c	 (0.3)c
Diluted profit/(loss) after taxation per share (cents)					     6.6c	 (0.3)c

Notes to the Consolidated Financial Statements (continued)
For the year ended 30 September 2008
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9	 PROPERTY, PLANT AND EQUIPMENT

			   Leasehold	 Medical	 Plant and 
			   Improvements	 Devices	 Equipment	 Total 
			   $’000	 $’000	 $’000	 $’000

Cost
At 1 October 2007			   1,535	 165,406	 6,758	 173,699
Additions			   65	 31,056	 1,561	 32,682
Disposals			   (193)	 (2,032)	 (649)	 (2,874)
Exchange adjustment			   -	 (375)	 3	 (372)

At 30 September 2008			   1,407	 194,055	 7,673	 203,135

Depreciation
At 1 October 2007			   679	 78,112	 3,792	 82,583
Charge for year			   190	 27,710	 1,418	 29,318
Disposals			   (171)	 (881)	 (558)	 (1,610)
Exchange adjustment			   -	 (394)	 (2)	 (396)

At 30 September 2008			   698	 104,547	 4,650	 109,895

Net book value at 30 September 2008			   709	 89,508	 3,023	 93,240

Cost
At 1 October 2006			   1,518	 129,126	 5,422	 136,066
Additions			   17	 37,780	 2,138	 39,935
Disposals			   -	 (2,433)	 (810)	 (3,243)
Exchange adjustment			   -	 933	 8	 941

At 30 September 2007			   1,535	 165,406	 6,758	 173,699

Depreciation
At 1 October 2006			   492	 54,532	 3,399	 58,423
Charge for year			   187	 24,117	 1,182	 25,486
Disposals			   -	 (955)	 (791)	 (1,746)
Exchange adjustment			   -	 418	 2	 420

At 30 September 2007			   679	 78,112	 3,792	 82,583

Net book value at 30 September 2007			   856	 87,294	 2,966	 91,116

Medical devices refer to retinal examination equipment located at healthcare professional sites and being utilised on a pay-per-examination basis and 
significant parts and major spares. Medical devices are depreciated upon activation at the relevant healthcare professional site.

The carrying value of plant and equipment and medical devices held under finance leases at 30 September 2008 was $52,771,000 (2007: $57,953,000). 
Leased assets are pledged as security for the related finance lease and hire-purchase liabilities.
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10	 INTANGIBLE ASSETS

			   Development	 Software	 Intellectual 
			   Costs	 Costs	 Property Costs	 Total 
			   $’000	 $’000	 $’000	 $’000

Cost
At 1 October 2007			   10,188	 2,159	 -	 12,347
Additions – internal development	 	 	 2,671	 534	 301	 3,506
Disposals			   -	 (72)	 -	 (72)

At 30 September 2008			   12,859	 2,621	 301	 15,781

Accumulated amortisation
At 1 October 2007			   72	 1,659	 -	 1,731
Amortisation in year			   594	 302	 -	 896
Disposals			   -	 (72)	 -	 (72)

At 30 September 2008			   666	 1,889	 -	 2,555

Net carrying amount 
At 30 September 2008			   12,193	 732	 301	 13,226

Cost
At 1 October 2006			   7,289	 1,972	 -	 9,261
Additions – internal development	 	 	 2,899	 249	 -	 3,148
Disposals			   -	 (62)	 -	 (62)

At 30 September 2007			   10,188	 2,159	 -	 12,347

Accumulated amortisation
At 1 October 2006			   -	 1,417	 -	 1,417
Amortisation in year			   72	 290	 -	 362
Disposals			   -	 (48)	 -	 (48)

At 30 September 2007			   72	 1,659	 -	 1,731

Net carrying amount 
At 30 September 2007			   10,116	 500	 -	 10,616

Development costs are capitalised as intangible assets under IAS 38 to the extent the Board considers that individual projects meet the recognition 
criteria under the relevant standard. As at 30 September 2008, $10.0m (2007: $8.9m) of these costs related to the design of a common technology 
platform. Costs related to the development of the common technology platform commenced amortisation in 2007 and will be amortised over the benefits 
anticipated to accrue in the first five years of operations (included within administrative expenses). The carrying value of development costs will be reviewed 
for impairment annually when the asset is not yet in use or, more frequently, when an indication of impairment arises during the reporting year.

During the year, the Group acquired intellectual property related to certain manufacturing processes. Costs associated with this acquisition will be 
amortised over the anticipated useful life of the asset.

11	 INVENTORIES

					     2008	 2007 
					     $’000	 $’000

Raw materials, spares and consumables					     8,227	 7,348

Notes to the Consolidated Financial Statements (continued)
For the year ended 30 September 2008
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12	 TRADE AND OTHER RECEIVABLES

					     2008	 2007 
					     $’000	 $’000

Trade debtors					     12,999	 8,522
Allowance for doubtful debts					     (1,988)	 (1,618)

					     11,011	 6,904
Value-added tax recoverable					     685	 1,150
Prepayments					     3,697	 2,954

					     15,393	 11,008

Trade receivables generally have 30-90 days’ terms.

					     2008	 2007 
Analysis of Trade Receivables					     $’000	 $’000

Neither impaired nor past due					     7,512	 5,978
Past due not impaired					     3,499	 926
Impaired					     1,988	 1,618

					     12,999	 8,522

The Group is exposed to credit risk over a large number of customers and there is no significant concentration of risk. Credit worthiness checks are 
undertaken before entering into contracts with new customers.

					     2008	 2007 
Ageing of Past Due but not impaired Trade Receivables					     $’000	 $’000

Up to one month					     2,726	 191
Between one and two months					     423	 735
More than two months					     350	 -

					     3,499	 926

					     2008	 2007 
Movement in the allowance for doubtful debts					     $’000	 $’000

Balance at beginning of period					     (1,618)	 (948)
Impairment losses recognised on receivables					     (723)	 (750)
Amounts written off as uncollectible					     89	 67
Amounts recovered during the year					     264	 13

Balance at end of period					     (1,988)	 (1,618)

13	 CASH AND CASH EQUIVALENTS

					     2008	 2007 
					     $’000	 $’000

Cash at bank and in hand					     8,568	 11,067
Short-term deposits					     18,898	 9,993

					     27,466	 21,060

Cash at bank earns interest at floating rates based on daily bank deposit rates.
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14	 TRADE AND OTHER PAYABLES

					     2008	 2007 
					     $’000	 $’000

Trade payables					     3,951	 3,799
Other taxes and social security costs					     960	 716
Other payables					     129	 685
Accruals					     10,325	 8,381

					     15,365	 13,581

Optos’ policy for the year to 30 September 2008, for all suppliers, was to fix terms of payment when agreeing the terms of the credit account, to ensure 
that the supplier was aware of the terms, and to abide by the agreed terms of payment. Trade payables are paid on the 20th of the month following the 
month of invoice, equivalent to an average of 35 days.

Other payables are non-interest bearing and have an average term of between 30 and 60 days.

15	 FINANCIAL LIABILITIES

					     2008	 2007 
					     $’000	 $’000

Finance leases
Current					     32,430	 40,460
Non-current					     53,462	 37,569

					     85,892	 78,029

					     2008	 2007 
					     $’000	 $’000

Amounts payable:
Within one year					     37,747	 40,647
Between one and two years					     28,949	 26,874
Between two and five years					     29,301	 18,450

					     95,997	 85,971
Less: finance charges allocated to future periods					     (10,105)	 (7,942)

					     85,892	 78,029

Finance lease commitments
Upon placement of medical devices at a customer site, the healthcare professional typically enters into a three-year operating lease agreement with 
a third-party provider of vendor finance. Optos enters into a matching financing agreement with the third-party provider of vendor finance involving 
the transfer of medical devices to the finance provider with legal title being transferred back to Optos at the end of the period. As the significant risks 
and rewards of ownership are retained by Optos, the proceeds received from the third-party providers of vendor finance are recorded as finance lease 
obligations, which are repayable by instalments and are secured over the related medical devices.

The weighted average outstanding lease term is 21.6 months (2007: 20.6 months). The weighted average effective borrowing rate for 2008 was 7.7% 
(2007: 7.6%). All leases are on a fixed repayment term and no arrangements have been entered into for contingent rental payments.

Future minimum rentals receivable under non-cancellable operating leases are as follows:

					     2008	 2007 
					     $’000	 $’000

Not later than one year					     69,124	 61,499
After one year but not more than five years					     106,940	 77,437
After five years					     1,004	 1,287

					     177,068	 140,223

Included within the rendering of services revenue shown in Note 4 is $74,000,000 (2007: $66,000,000) relating to minimum rentals receivable under 
operating leases.

Notes to the Consolidated Financial Statements (continued)
For the year ended 30 September 2008
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16	 OPERATING LEASE COMMITMENTS – MINIMUM LEASE PAYMENTS
At 30 September 2008, the Group had commitments under non-cancellable operating leases as follows:

			   Land and Buildings
					     2008	 2007 
					     $’000	 $’000

Within one year					     897	 662
In the second to the fifth year					     3,216	 1,751
After the fifth year					     3,343	 1,821

					     7,456	 4,234

The Group has entered into five commercial leases on property, August 1999, December 2005, May 2006, June 2007 and October 2007. The lease 
entered into on 12 August 1999 is for a period of twenty years, the December 2005 lease for ten years, the May 2006 lease for five years, the June 2007  
lease for three years and the October 2007 lease for ten years. There are no renewal options or escalation costs included within the contracts. There are  
no restrictions placed upon the lessee by entering into these leases.

17	 PROVISIONS

					     2008	 2007 
					     $’000	 $’000

At 1 October					     1,083	 1,139
(Released)/arising during the year					     (547)	 737
Utilised					     (95)	 (793)

At 30 September					     441	 1,083

Current					     10	 173
Non-current					     431	 910

					     441	 1,083

Social security contributions on share options
Social security contributions on share options are considered to fall within the scope of IFRS 2 and are measured as though a cash-settled option under 
IFRS 2. The provision is calculated based on the options outstanding at the balance sheet date that are expected to be exercised and relate to the expired 
portion of the vesting period and using the fair value of the options at the balance sheet date. It is expected that the costs will be incurred during the exercise 
period to May 2017.

18	 GOVERNMENT GRANTS

					     2008	 2007 
					     $’000	 $’000

At 1 October					     1,017	 714
Received during the year					     -	 350
Released to the income statement					     (94)	 (47)

At 30 September					     923	 1,017

Current					     143	 94
Non-current					     780	 923

					     923	 1,017

Government grants received during 2007 relate to a Regional Selective Assistance Grant which will be amortised in accordance with the term of the 
agreement and those received in prior years relate to development costs capitalised as intangible assets.
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Notes to the Consolidated Financial Statements (continued)
For the year ended 30 September 2008

19	 CALLED UP SHARE CAPITAL

					     2008	 2007 
Equity Share Capital					     No. (million)	 No. (million)

Authorised share capital
Ordinary Shares of 2p each					     90	 90

The Company has one class of Ordinary Share which carries no rights to fixed income.

					     2008	 2007

At 1 October, Ordinary Shares of 2p each					     68,697,177	 66,178,338
Exercise of employee share options					     830,298	 2,518,839

At 30 September, Ordinary Shares of 2p each					     69,527,475	 68,697,177

			   Share	 Share	 Share	 Share 
			   Capital	 Premium	 Capital	 Premium 
			   2008	 2008	 2007	 2007 
Consideration received on issue of shares			   $’000	 $’000	 $’000	 $’000

Exercise of employee share options			   33	 1,022	 92	 4,307

Consideration received			   33	 1,022	 92	 4,307

20	 SHARE-BASED PAYMENTS
The Company has operated discretionary share option arrangements both pre and post its admission to the main market of the London Stock Exchange  
in February 2006 (“IPO”).

Option movements during year
The expense recognised from equity-settled, share-based payment transactions for employee services received during the year to 30 September 2008  
is $840,000 (September 2007: $2,613,000) with an additional credit of $547,000 (2007: charge $737,000) in respect of National Insurance.

Pre-IPO discretionary options were granted pursuant to four different types of option agreement. Most terms of those options agreements are identical. 
However, the terms on which options vest differ between the types of agreement. The four types of vesting are as follows:

•	 �Time-based vesting over the three years commencing on the date on which the option was granted. One third of the options vest on grant and the 
remaining two-thirds vest over the following 36 months on a monthly basis.

•	 �Time-based vesting over three years as described above but with full acceleration of vesting on the admission of the Company’s shares to trading  
on certain stock exchanges, including the London Stock Exchange.

•	 �Time-based vesting by reference to the flotation of the Company. Under this form of option agreement, one third of the shares under option vest on  
the admission of the Company’s shares to trading on certain stock exchanges, including the London Stock Exchange. The remaining two-thirds then  
vest in two tranches – on the date six months after admission and on the date twelve months after admission.

•	 �Vesting as to one third immediately with the remaining two-thirds vesting subject to satisfaction of performance targets. Such targets are based on  
the Company achieving two successive quarters of positive operating profit and two successive quarters of positive earnings over the period from 
grant to 31 March 2006 and 31 March 2007 respectively. These performance periods were accelerated by twelve months due to the IPO, and the 
conditions have been achieved.

In addition to the above, two further vesting arrangements have been utilised in respect of two separate grants. The first grant is subject to time-based 
vesting with one third of the option vesting on the first, second and third anniversaries of the date of grant. The second grant is subject to performance-
based vesting, with the option vesting over four-quarters dependent on the North American business attaining certain performance levels relating to net 
installs, revenue per site of existing customers and control of expenditure. These conditions have been achieved.

All pre-IPO option agreements contain provisions for the full acceleration of the option on a change in the control of the Company. Option holders who  
cease to be employees of the Group are entitled to exercise their vested options in full for a period of either one month or six months following cessation  
of employment, depending on the reasons for that cessation, other than for Mr Ian H. Stevens who has two years from the date of cessation (30 April 2007) 
to exercise his options. All agreements contain provisions enabling the adjustment of the number of shares subject to option and the exercise price in the 
event of capitalisation issue, subdivision or consolidation of Ordinary Shares. All options are to be settled by way of equity with a maximum term of ten years.
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Post-IPO, three new share plans were proposed to and accepted by shareholders at the Annual General Meeting on 31 January 2007. Details of these 
plans are follows:

The Optos Performance Share Plan 2007: A performance share plan supervised by the Remuneration Committee, which grants awards of conditional 
shares, a nil (or nominal) cost option with a short exercise period or as forfeitable shares. Awards will normally vest on the third anniversary of grant (other 
than in exceptional circumstances) to the extent that applicable performance conditions have been met. All awards are subject to performance conditions  
set by the Committee and measured over a single three-year period. Awards made in the financial year ended 30 September 2008 will vest based on 
achieving diluted earnings per share targets for the financial year ended 30 September 2010. Awards made in the financial year ended 30 September 2007 
will vest based on achieving diluted earnings per share targets for the financial year ended 30 September 2009. Awards are required to be exercised with  
six months of vesting. All awards normally lapse upon leaving employment, however under certain circumstances such as death, disability, illness, or the 
sale or transfer of a participants employing company, then the award will normally vest, subject to satisfaction of performance conditions and a pro-rata 
basis for time between the grant and end of three-year period, as determined by the Remuneration Committee. In the event of a takeover, scheme of 
arrangement of winding up of the Company, all awards will vest early to the extent that the performance conditions have, or would have, in the opinion of  
the Remuneration Committee, been satisfied. Awards will then be subject to pro-rata for time between the grant and three-year period, as determined by  
the Remuneration Committee unless it decides it is inappropriate to do so in the circumstances.

The Optos Share Option Plan 2007: An option plan supervised by the Remuneration Committee, structured to comprise elements approved by HM Revenue 
and Customs, so as to provide UK tax qualified options, as well as elements not so approved. The plan also provides US employees with incentive stock 
options so as to achieve tax efficiencies in the US. Grants awards are made at an exercise price which is not less than the market value of the Company’s 
Ordinary Shares on or around the time of grant. Awards will normally vest of the third anniversary of grant (other than in exceptional circumstances) to the 
extent that applicable performance conditions have been met. All awards in excess of £10,000 are subject to performance conditions set by the Committee 
and measured over a single three-year period. Awards made in the financial year ended 30 September 2008 will vest based on achieving diluted earnings 
per share targets for the financial year ended 30 September 2010. Awards made in the financial year ended 30 September 2007 will vest based on 
achieving diluted earnings per share targets for the financial year ended 30 September 2009. Awards are required to be exercised within ten years of grant. 
All awards normally lapse upon leaving employment, however under certain circumstances such as death, disability, illness, or the sale or transfer of a 
participants employing company, then the award will normally vest, subject to satisfaction of performance conditions where appropriate and a pro-rata basis 
for time between the grant and end of three-year period, as determined by the Remuneration Committee. In the event of a takeover, scheme of arrangement 
of winding up of the Company, all awards will vest early to the extent that the performance conditions where appropriate have, or would have, in the opinion 
of the Remuneration Committee have been satisfied. Awards will then be subject to pro-rata for time between the grant and three-year period, as determined 
by the Remuneration Committee unless it decides it is inappropriate to do so in the circumstances.

The Thomas W. Butt’s Share Award: An individual award granted to Mr Butts over 1.35 million Ordinary Shares with an exercise price equal to the 
nominal value of the Company’s Ordinary Shares. The exercise of the award is dependent on meeting certain performance targets. The option vests 
in three tranches following the end of the calendar years 2007, 2008 and 2009. The vesting portions of each tranche is subject to the Company 
achieving significant year on year increases to key performance indicators, namely increases in revenue, operating profit and net cash in-flows. Vested 
and exercisable portions of the options have to be exercised within the calendar year in which they become exercisable or will expire. Normally, Mr Butts 
will only be able to exercise the award whilst he is employed by the Company. If he ceases employment with the Group as a result of certain specified 
reasons, including death, disability, termination of Mr Butts’ employment by the Company without cause or Mr Butts resigning in certain circumstances, 
such as where his salary or bonuses are reduced (other than where there is an across-the-board reduction applicable to all of the Company’s senior 
executives), Mr Butts is relocated a significant distance away from the Company’s current US headquarters, or, if there is a material adverse change 
to Mr Butts’ position or a material diminution of his duties and responsibilities, the award will be exercisable (to the extent vested) for a period of three 
months (extended to one year for death or disability) following termination of employment. To the extent the award is not exercised by the expiry of 
that period, or if Mr Butts leaves employment with the Company for any other reason, the award will lapse. If Mr Butts left part-way through a year for 
a specified reason, then the Remuneration Committee may determine, taking into account progress towards the targets and prorated to reflect time 
served, that a further part of the award shall vest. The award may be exercised to the extent vested in the event of a change of control of the Company. 
The Remuneration Committee may decide that the whole or such further part of the award as they determine shall vest in these circumstances.

The following table illustrates the number and weighted average exercise prices (“WAEP”) of, and movements in, share options during the year ended  
30 September 2008.

			   2008	 2008	 2007	 2007 
			   No.	 WAEP	 No.	 WAEP

Outstanding at the beginning of the year (1)			   4,457,078	 £0.79	 5,246,806	 £0.93
Granted during the year			   784,371	 £0.74	 1,801,671	 £0.43
Forfeited during the year			   (128,488)	 £0.79	 (72,560)	 £1.08
Exercised during the year			   (830,298)	 £0.64	 (2,518,839)	 £0.87

Outstanding at the end of the year (1)			   4,282,663	 £0.79	 4,457,078	 £0.79

Exercisable at the end of the year			   1,947,866	 £1.04	 2,309,763	 £1.02

(1) �Included within this balance are options over 461,900 2p (2007: 533,600) shares that have not been recognised in accordance with IFRS 2 as 
the options were granted on or before 7 November 2002. These options have not been subsequently modified and therefore do not need to be 
accounted for in accordance with IFRS 2. The weighted average share price during the year was £1.53 (2007: £2.17).
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20	 SHARE-BASED PAYMENTS (CONTINUED)
Share options outstanding at the end of the period have the following exercise prices:

				    Price	 2008	 2007 
Expiry dates				    per Share	 No.	 No.

Options issued pre flotation
April 2007 – October 2007	 	 	 	 £1.00	 -	 12,413
September 2009 – August 2010	 	 	 	 £1.30	 104,650	 144,600
September 2010 – February 2011	 	 	 	 £1.45	 105,000	 105,000
October 2011				    £0.80	 133,000	 171,750
June 2012 – November 2012	 	 	 	 £1.00	 119,250	 113,000
January 2013 – December 2013	 	 	 	 £1.00	 317,750	 399,250
February 2014 – December 2014	 	 	 	 £1.00	 148,288	 215,288
January 2015 – December 2015	 	 	 	 £1.00	 1,125,543	 1,450,106
January 2016				    £1.00	 11,000	 15,500
June 2016				    £2.07	 32,500	 32,500

Thomas W. Butts Share Award
December 2008 – December 2011	 	 	 	 £0.02	 1,050,000	 1,350,000

Performance Share Plan 2007
November 2011				    £0.02	 119,155	 151,663
January 2018				    £0.02	 320,563	 -

Share Option Plan 2007
May 2017				    £2.48	 259,071	 296,008
January 2018				    £1.24	 436,893	 -

Outstanding at the end of the year					     4,282,663	 4,457,078

The fair value of equity-settled, share options granted is estimated as at the date of grant using the Black-Scholes formula, taking into account the terms  
and conditions upon which the options were granted. The following table lists the inputs to the model used for the years ended 30 September 2008 and  
30 September 2007.

		  2008	 2008	 2007	 2007	 2007 
		  Performance	 Share	 Thomas	 Performance	 Share	
		  Share	 Option	 Butts	 Share	 Option	
		  Plan	 Plan	 Award	 Plan	 Plan

Dividend yield (%)		  Nil	 Nil	 Nil	 Nil	 Nil
Expected volatility (%)		  38.0%	 45.0%	 60.0%	 37.5%	 40.0%
Historical volatility (%)		  38.0%	 45.0%	 60.0%	 37.5%	 40.0%
Risk-free interest rate (%)		  4.25%	 4.34%	 4.69%	 5.57%	 5.43%
Expected life of option (years)		  3	 5	 7	 3	 5
Weighted average share price		  £1.25	 £1.25	 £2.00	 £2.50	 £2.50
Weighted average fair value of options granted		  £1.23	 £0.57	 £1.28	 £2.48	 £1.09
Exercise price		  £0.02	 £1.24	 £2.00	 £0.02	 £2.48

The expected life of the options is based on historical data and is not necessarily indicative of exercise patterns that may occur. The expected volatility 
reflects the assumption that the historical volatility is indicative of future trends, which may also not necessarily be the actual outcome. As the Company 
has only a limited history of quoted share price volatility, the expected volatility has been based on the historical volatility of comparative companies.  
No other features of options granted were incorporated into the measurement of fair value.

Notes to the Consolidated Financial Statements (continued)
For the year ended 30 September 2008
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21	 RELATED PARTY TRANSACTIONS
During the year to 30 September 2008, purchases totalling $nil (2007: $17,210) at normal market prices were made by Group companies from Crombie 
Anderson Limited, of which D.C. Anderson is a Director and controlling shareholder, of which $nil was outstanding at 30 September 2008 (2007: $nil).  
No guarantees have been given or received. No provisions have been made for doubtful debts in respect of the amounts owed by related parties.

Compensation of key management personnel

					     2008	 2007 
					     $’000	 $’000

Short-term employee benefits					     3,172	 3,706
Post-employment benefits					     165	 107
Share-based payments					     650	 2,548
Termination benefits					     -	 433

					     3,987	 6,794

There were 13 (2007: 12) key management personnel in 2008.

22	 FINANCIAL INSTRUMENTS: DISCLOSURES
The Group’s principal financial instruments comprise cash and finance leases.

The main purpose of these financial instruments is to manage the Group’s funding and liquidity requirements. The Group has other financial instruments, 
such as trade receivables and trade payables, which arise directly from its operations. The principal financial risks to which the Group is exposed are 
those relating to foreign currency, credit, liquidity and interest rate.

Foreign currency risk
The Group has invested in overseas operations and also buys and sells goods and services in currencies other than in the functional currency of its relevant 
operations. As a result, the Group’s non-US Dollar revenues, profits, assets, liabilities and cash flows can be affected by movements in exchange rates.

The following table demonstrates the sensitivity to a reasonably possible change in the Sterling against the US Dollar and the Euro against the US Dollar 
exchange rates with all other variables held constant, of the Group’s profit before tax due to fair value of monetary assets and liabilities.

				    Effect		  Effect 
			   Increase in	 on Profit	 Decrease in	 on Profit 
			   Currency Rate	 $’000	 Currency Rate	 $’000

2008
Sterling versus US Dollar			   +10%	 (23)	 -10%	 23
Euro versus US Dollar			   +10%	 320	 -10%	 (320)

The Group monitors its foreign currency exposure and, when deemed necessary by the Board, seeks to minimise its transaction exposure by using 
forward foreign currency contracts to eliminate exposures on any committed significant transactions. The Board has determined that it was not necessary 
to use forward foreign currency contracts in 2008. It is Group policy not to engage in any speculative transaction of any kind. The Group does not hedge 
currency exposure in its net investment on overseas operations.

Credit risk
The credit risk on liquid funds is limited because the counterparties are banks with high credit ratings assigned by international credit rating agencies.  
The Group’s credit risk is primarily attributable to its trade receivables.

The Group is exposed to risk over a large number of customers and there is no significant concentration of risk. Creditworthiness checks are undertaken 
before entering into contracts with new customers and credit limits are set as appropriate. The amounts presented in the balance sheet are net of allowance 
for doubtful receivables. An allowance for impairment is made where there is an identifiable loss event which, based on previous experience, is evidence of  
a reduction in the recoverability of cash flows.

Trade receivables are denominated in the following currencies:

					     2008	 2007 
					     $’000	 $’000

US Dollar					     7,142	 6,134
Sterling					     717	 929
Canadian Dollar					     4,238	 747
Euro					     800	 712
Other currencies					     102	 -

					     12,999	 8,522



Optos plc Annual Report and Accounts 200862

Company Overview Directors’ Statements Committee Reports Accounts

22	 FINANCIAL INSTRUMENTS: DISCLOSURES (CONTINUED)

Fair values of financial assets and financial liabilities
Set out below is a comparison by category of carrying amounts and fair values of all of the Group’s financial instruments.

			   Carrying	 Fair	 Carrying	 Fair 
			   Amount	 Value	 Amount	 Value 
			   2008	 2008	 2007	 2007 
			   $’000	 $’000	 $’000	 $’000

Financial assets
Cash			   27,466	 27,466	 21,060	 21,060

Financial liabilities
Obligations under finance leases			   (85,892)	 (85,600)	 (78,029)	 (77,845)

The fair value of items has been calculated by discounting the expected future cash flows at prevailing interest rates. The carrying amounts of all other 
financial instruments of the Group, i.e. short-term trade receivables and payables that are not included in the above table, are a reasonable approximation  
of fair value. The carrying amount recorded in the balance sheet of each financial asset represents the Group’s maximum exposure to credit risk.

The weighted average effective interest rate on cash balances for 2008 was 2.8% (2007: 4.1%).

Interest rate risk
Interest on financial instruments classified as fixed rate is fixed until the maturity of the instrument. Interest on financial instruments classified as floating 
rate is repriced at intervals of less than one year. The other financial instruments of the Group that are not included in the above tables are non-interest 
bearing and are therefore not subject to interest rate risk.

All of the Group’s borrowings are at fixed rates of interest. Excess cash is placed on short-term interest-bearing deposit accounts.

Based on current levels of net debt, interest rate risk is not considered to be material.

The following table demonstrates the sensitivity to a reasonably possible change in interest rates, with all other variables held constant, of the Group’s 
profit before tax (through the impact on floating rate deposits). There is no impact on the Group’s equity.

						      Effect on 
				   Increase/decrease		  Profit Before Tax 
				    in Basis Points		  $’000

2008					   
US Dollar				    +100		  202

2007					   
US Dollar				    +100		  233

Liquidity risk
The Group aims to mitigate its liquidity risk by managing its cash resources and improving its credit rating to facilitate effective fund-raising. The Group’s 
funding objective is to maintain continuity of funding and flexibility through the use of finance leases, which is uses to fund the expansion of its business 
operations. The Group relies on third-party finance leases to fund the capital cost of its equipment. During the year ended 30 September 2008, the Group 
continued to have access to sufficient funds to meet its business expansion needs. Excess cash is placed on short-term interest-bearing deposit accounts.

The table below summarises the maturity profile of the Group’s financial liabilities at 30 September 2008 based on contractual undiscounted payments.

Year ended 30 September 2008

			   Within	 1-2	 2-3 
			   1 Year	 Years	 Years	 Total 
			   $’000	 $’000	 $’000	 $’000

Fixed rate
Obligations under finance leases			   (37,747)	 (28,949)	 (19,196)	 (85,892)

Floating rate
Trade and other payables			   (15,365)	 -	 -	 (15,365)

Notes to the Consolidated Financial Statements (continued)
For the year ended 30 September 2008
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Year ended 30 September 2007

			   Within	 1-2	 2-3 
			   1 Year	 Years	 Years	 Total 
			   $’000	 $’000	 $’000	 $’000

Fixed rate
Obligations under finance leases (1)			   (40,647)	 (26,874)	 (10,508)	 (78,029)

Floating rate
Trade and other payables			   (13,581)	 -	 -	 (13,581)

Capital Management
The primary objective of the Group’s capital management is to ensure that it maintains access to sufficient capital to continue to grow its business. The 
Group’s business model, of placing medical devices with healthcare professionals on a pay-per-patient basis, requires it to access capital to fund purchases 
of new medical devices which are included as property, plant and equipment on the Group’s balance sheet.

The primary source of capital is from entering into three-year financing arrangements with third-party providers of vendor finance. The Group follows 
a strategy of diversification and in the year ended 30 September 2008 had relationships with three such providers. The Group is continually reviewing 
these relationships and seeks to enter into relationships with new providers where appropriate. The Group reviews its partners on a periodic basis and  
is constantly looking at ways to reduce the costs of its borrowings or find alternate ways to fund its business growth.

In addition to vendor finance, the Group maintains cash at bank and on short-term deposits, where is seeks to optimise the rates of interest received. 
Cash deposits are managed in parallel with levels of vendor financing in order to provide sufficient levels of liquidity to settle its ongoing requirements for 
creditor payments The Group tracks and manages its levels of net debt. No changes were made in the objectives, policies or processes during the years 
ended 30 September 2008 and 30 September 2007.

					     2008	 2007 
					     $’000	 $’000

Net debt:
Cash					     27,466	 21,060
Obligations under finance leases					     (85,892)	 (78,029)

Net (debt)					     (58,426)	 (56,969)

23	 POST BALANCE SHEET EVENT
On 14 November 2008 the Company entered into an agreement with Thomas W. Butts in which Mr Butts resigned his employment and all of his offices 
and directorships pursuant to certain terms. These terms included within their scope both Mr Butts Service Agreement and Share Option Agreement.  
As part of that agreement Mr Butts received a Separation Payment of $500,000 and a Special Release Payment of $300,000. Mr Butts retains his  
right under COBRA to continue coverage under the Company’s group health insurance plan after the separation date at his own expense. In exchange 
for both the Separation Payment and Special Release Payment Mr Butts and the Company agreed to cancel all previous contracts between the parties, 
save for any terms related to non-competition, non-solicitation and proprietary information. The Separation Payment and Special Release Payment include  
all sums payable in respect of notice periods, unpaid bonus and any options over the Company’s shares which lapsed upon his leaving the Company.

The departure of Mr Butts is deemed to be a non-adjusting event, and the costs related to his resignation and adjustments in respect of share-based 
payments, will be made in the accounts for the year ending 30 September 2009. It is estimated that in those accounts that a charge for $800,000 will be 
taken in respect of the Separation Payment and Special Release Payment and that a credit of $1,100,000 will be made in respect of share-based payments.

On 17 November 2008, the Company entered into an agreement with Mr Roy Davis, details of which are included in the Director’s Remuneration Report 
on page 34.
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We have audited the Parent Company financial statements of Optos plc for the year ended 30 September 2008 which comprise the Company Balance 
Sheet and the related Notes 1 to 20. These Parent Company financial statements have been prepared under the accounting policies set out therein.  
We have also audited the information in the Directors’ Remuneration Report that is described as having been audited.

We have reported separately on the Group financial statements of Optos plc for the year ended 30 September 2008.

This report is made solely to the Company’s members, as a body, in accordance with Section 235 of the Companies Act 1985. 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 in an auditors’ 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 Auditors
The Directors’ responsibilities for preparing the Annual Report, the Directors’ Remuneration Report and the Parent Company financial statements in 
accordance with applicable United Kingdom law and Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are set out  
in the Statement of Directors’ Responsibilities.

Our responsibility is to audit the Parent Company financial statements and the part of the Directors’ Remuneration Report to be audited in accordance 
with relevant legal and regulatory requirements and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the Parent Company financial statements give a true and fair view and whether the Parent Company financial 
statements and the part of the Directors’ Remuneration Report to be audited have been properly prepared in accordance with the Companies Act 1985.  
We also report to you whether in our opinion the information given in the Directors’ Report is consistent with the financial statements.

In addition we report to you if, in our opinion, the Company has not kept proper accounting records, if we have not received all the information and 
explanations we require for our audit, or if information specified by law regarding Directors’ remuneration and other transactions is not disclosed.

We read other information contained in the Annual Report and consider whether it is consistent with the audited Group financial statements. The other 
information comprises only What we do, Business model, Business strategy, Group Highlights, Markets, Products, Case Studies, the Chairman’s 
Statement, Board of Directors, Directors’ Responsibilities, Directors’ Report, Business Review, Corporate Social Responsibility, Shareholder Information, 
Corporate Governance and Committee Reports. We consider the implications for our report if we become aware of any apparent misstatements or material 
inconsistencies with the Group financial statements. Our responsibilities do not extend to any other information.

Basis of Audit Opinion
We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board. An audit 
includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the Parent Company financial statements and the part of 
the Directors’ Remuneration Report to be audited. It also includes an assessment of the significant estimates and judgements made by the Directors in 
the preparation of the Parent Company financial statements, and of whether the accounting policies are appropriate to the Company’s circumstances, 
consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order to provide us with 
sufficient evidence to give reasonable assurance that the Parent Company financial statements and the part of the Directors’ Report to be audited are 
free from material misstatement, whether caused by fraud or other irregularity or error. In forming our opinion we also evaluated the overall adequacy  
of the presentation of information in the Parent Company financial statements and the part of the Directors’ Remuneration Report to be audited.

Opinion
In our opinion:

•	 �the Parent Company financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted Accounting Practice,  
of the state of the Company’s affairs as at 30 September 2008;

•	 �the Parent Company financial statements and the other information contained in the Annual Report to be audited have been properly prepared  
in accordance with the Companies Act 1985; and,

•	 the information given in the Directors’ Report is consistent with the Parent Company financial statements.

Ernst & Young LLP 
Registered Auditor 
Glasgow 
3 December 2008

Independent Auditors’ Report
To the Members of Optos plc
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Company Balance Sheet
As at 30 September 2008

					     2008	 2007 
			   Notes		  $’000	 $’000

Fixed assets
Tangible fixed assets			   3		  7,588	 5,564
Intangible assets			   4		  301	 -
Investments in subsidiaries			   5		  1,422	 3,748

Total fixed assets					     9,311	 9,312

Current assets
Stock			   6		  7,834	 7,613
Debtors			   7		  55,170	 57,810
Cash at bank and in hand			   8		  15,606	 14,238

Total current assets					     78,610	 79,661

Creditors falling due within one year			   9		  (12,067)	 (12,449)
Provisions			   11		  (1)	 (142)
Government grants			   13		  (43)	 (47)

Total current liabilities					     (12,111)	 (12,638)

Total assets less current liabilities					     75,810	 76,335

Creditors falling due after more than one year			   10		  -	 (38)
Provisions			   11		  (420)	 (824)
Government grants			   13		  (219)	 (256)

Total non-current liabilities					     (639)	 (1,118)

Total assets less liabilities					     75,171	 75,217

Capital and reserves
Called up share capital			   15		  2,486	 2,453
Share premium account			   16		  116,704	 115,682
Profit and loss account			   16		  (44,019)	 (42,918)

Shareholders’ funds					     75,171	 75,217

Approved by the Board of Directors on 3 December 2008 and signed on its behalf by:

Allan M. Watson 
Director
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1	 ACCOUNTING POLICIES

Basis of preparation
The Company financial statements have been prepared in accordance with UK GAAP and applicable accounting standards

No profit and loss account is presented for Optos plc, as permitted by Section 230 of the Companies Act 1985.

Depreciation
Depreciation is provided on all tangible fixed assets at rates calculated to write off the cost less estimated residual value, of each asset evenly over its 
expected useful life, as follows:

Leasehold improvements						      10 years

Medical devices						      3-5 years

Other plant and equipment						      5 years

Medical devices refer to retinal examination devices located at healthcare practitioner sites and being utilised on a pay-per-examination basis.

Intangible assets
Intangible assets are carried at cost less accumulated amortisation and accumulated impairment loss.

Government grants in respect of capital expenditure are credited to a deferred income account and are released to profit over the expected useful lives 
of the relevant assets by equal annual instalments. Grants of a revenue nature are credited to income so as to match them with the expenditure to which 
they relate.

Leasing and hire-purchase commitments
Assets held under finance leases and hire-purchase contracts are capitalised in the balance sheet and are depreciated over the lease term or useful  
life as appropriate. The interest element of the rental obligations is charged to the profit and loss account over the period of the lease and represents  
a constant proportion of the balance of capital repayments outstanding. Rentals paid under operating leases are charged to income as they occur over 
the term of the lease.

Stock
Stock primarily comprises spares components relating to medical devices. Stocks are valued at the lower of cost and net realisable value. Costs incurred  
in bringing each product to its present location and condition are accounted for as follows:

•	 raw materials spares and consumables – purchase cost on a first-in, first-out basis; and,

•	 �net realisable value is the estimated selling price in the ordinary course of business, less estimated costs of completion and the estimated costs 
necessary to make the sale.

Foreign currencies
The Company’s functional and reporting currency is the US Dollar.

Transactions in foreign currencies are initially recorded in the functional currency rate ruling at the date of the transaction. Monetary assets and liabilities 
denominated in foreign currencies are retranslated at the functional currency rate of exchange ruling at the balance sheet date. All differences are taken 
to profit or loss. Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the exchange rates as at 
the dates of the initial transactions. Non-monetary items measured at fair value in a foreign currency are translated using the exchange rates at the date 
when the fair value was determined.

The Company’s share capital and share premium account are denominated in £ Sterling and are translated at the historical rates of exchange.

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 have occurred at that date that will result in an obligation to pay more, or a right to pay less, or to receive more taxes, with the following 
exceptions:

•	 �provision is made for deferred tax that would arise on remittance of the retained earnings of overseas subsidiaries only to the extent that, at the 
balance sheet date, dividends have been accrued as receivable; and,

•	 �deferred tax assets are recognised only to the extent that the Directors consider that it is more likely than not that there will be suitable taxable profits  
from which the future reversal of the underlying timing differences can be deducted.

Deferred tax is measured on an undiscounted basis at the tax rates that are expected to apply in the periods in which timing differences reverse, based  
on tax rates and laws enacted or substantially enacted at the balance sheet date.

Pension schemes
The Company operates a defined contribution pension scheme. The assets of the scheme are invested and managed independently of the finances of  
the Company. The contributions payable to the scheme in respect of the accounting period are charged directly to the profit and loss account.

Notes to the Company Financial Statements
For the year ended 30 September 2008
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Research and development
Research and development expenditure is written off as incurred.

Share-based payments
Employees (including senior executives) of the Company receive remuneration in the form of share-based payment transactions, whereby employees 
render services as consideration for equity instruments (“equity-settled transactions”).

The cost of equity-settled transactions with employees is measured by reference to the fair value at the date at which they are granted and is  
recognised as an expense over the vesting period, which ends on the date on which the relevant employees become fully entitled to the award.  
In valuing equity-settled transactions, no account is taken of any performance conditions, other than conditions linked to the price of the shares  
of the Company (“market conditions”), if applicable.

The financial effect of awards by the Company of options over its equity shares to employees of subsidiary undertakings are recognised by the Company  
in its individual financial statements. In particular, the Company records an increase in its investment in subsidiaries with a credit to equity equivalent to 
the FRS 20 cost in subsidiary undertakings.

No expense is recognised for awards that do not ultimately vest, except for awards where vesting is conditional upon a market condition, which are 
treated as vesting irrespective of whether or not the market condition is satisfied, provided that all other performance conditions are satisfied.

The cost of equity-settled transactions is recognised, together with a corresponding increase in equity, over the period in which the performance and/or 
service conditions are fulfilled, ending on the date on which the relevant employees become fully entitled to the award (“the vesting date”). The cumulative 
expense recognised for equity-settled transactions at each reporting date until the vesting date reflects the extent to which the vesting period has expired 
and the Group’s best estimate of the number of equity instruments that will ultimately vest. The income statement charge or credit for a period represents  
the movement in cumulative expense recognised as at the beginning and end of that period.

Where the terms of an equity-settled award are modified, or a new award is designated as replacing a cancelled or settled award, the cost based on  
the original award terms continues to be recognised over the original vesting period. In addition, an expense is recognised over the remainder of the  
new vesting period for the incremental fair value of any modification, based on the difference between the fair value of the original award and the fair 
value of the modified award, both as measured on the date of modification. No reduction is recognised if this difference is negative.

Where an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, and any cost not yet recognised in the income 
statement for the award is expensed immediately. Any compensation paid up to the fair value of the award at the cancellation or settlement date is 
deducted from equity, with any excess over fair value being treated as an expense in the income statement.

The Company has taken advantage of the transitional provisions of FRS 20 in respect of equity-settled awards and has applied FRS 20 only to equity-
settled awards granted after 7 November 2002 that had not vested on 1 January 2005.

Investments
Investments in subsidiaries are held at historical cost less any applicable provision for impairment.

Trade and other debtors
Trade debtors, which generally have 30-90 days’ terms, are recognised and carried at original invoice amount less an allowance for any uncollectible 
amounts. Provision is made when there is objective evidence that the Company will not be able to collect the debts. Balances are written off when the 
probability of recovery is assessed as being remote.

Cash and cash equivalents
Cash and short-term deposits in the balance sheet comprise cash at banks and in hand and short-term deposits with an original maturity of three months or less.

Interest-bearing loans and borrowings
All loans and borrowings are initially recognised at the fair value of the consideration received less directly attributable transaction costs. After initial 
recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost using the effective interest method.

Derecognition of financial liabilities
A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.

2	 LOSS ATTRIBUTABLE TO THE COMPANY

Directors
Details of Director remuneration, pension benefits and share options are included in the Directors’ Remuneration report on pages 35 to 36.

Auditors’ remuneration
The total fees payable by the Company to Ernst & Young LLP for work performed in respect of the audit of the Company was $40,000 (2007: $35,000).
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Notes to the Company Financial Statements (continued)
For the year ended 30 September 2008

3	 TANGIBLE FIXED ASSETS

			   Leasehold	 Plant and	 Medical 
			   Improvements	 Equipment	 Devices	 Total 
			   $’000	 $’000	 $’000	 $’000

Cost
At beginning of year			   1,179	 6,915	 5,287	 13,381
Additions			   -	 1,224	 4,060	 5,284
Disposals			   -	 (20)	 (1,430)	 (1,450)

At end of year			   1,179	 8,119	 7,917	 17,215

Depreciation
At beginning of year			   478	 4,332	 3,007	 7,817
Provided during year			   118	 1,174	 880	 2,172
Disposals			   -	 -	 (362)	 (362)

At end of year			   596	 5,506	 3,525	 9,627

Net book value
At beginning of year			   701	 2,583	 2,280	 5,564

At end of year			   583	 2,613	 4,392	 7,588

Included in the net book values above are the following amounts relating to assets acquired under finance lease or hire-purchase contracts:

					     Medical	 Total 
					     Devices	 Equipment 
					     $’000	 $’000

At beginning of year					     88	 88

At end of year					     30	 30

The depreciation charged for the year on these assets was $36,000 (2007: $41,000).

4	 INTANGIBLE FIXED ASSETS

					     2008	 2007 
					     $’000	 $’000

Additions during the year					     301	 -

At end of year					     301	 -

During the year, the Group acquired intellectual property related to certain manufacturing processes. Costs associated with this acquisition will be 
amortised over the anticipated useful life of the asset.

5	 INVESTMENTS

				    Capital	 Long-term 
			   Shares in	 Contributions	 Loan(s)  
			   Subsidiary	 to Subsidiary	 to Subsidiary 
			   Undertakings	 Undertakings	 Undertakings	 Total 
			   $’000	 $’000	 $’000	 $’000

Cost
At beginning of year			   30	 2,326	 1,392	 3,748
Additions			   -	 545	 -	 545
Disposals			   -	 (2,871)	 -	 (2,871)

At end of year			   30	 -	 1,392	 1,422
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Details of the investments in which the Group and the Company (unless indicated) holds 20% or more of the nominal value of any class of share capital 
are as follows:

	 Country	  
Name of Company	 of Registration	 Proportion

Optos Inc.	 USA	 100%
Optos Canada Inc.	 Canada	 100%
Optos GmbH	 Germany	 100%
Optos KK	 Japan	 100%

6	 STOCK

					     2008	 2007 
					     $’000	 $’000

Raw materials, spares and consumables					     7,834	 7,613

7	 DEBTORS

					     2008	 2007 
					     $’000	 $’000

Amounts owed by Group undertakings					     50,143	 55,435
Trade debtors					     4,116	 1,034
Value-added tax recoverable					     685	 1,150
Pre-payments					     226	 191

					     55,170	 57,810

8	 CASH AT BANK AND IN HAND

					     2008	 2007 
					     $’000	 $’000

Cash at bank and in hand					     1,787	 9,338
Short-term deposits					     13,819	 4,900

					     15,606	 14,238

9	 CREDITORS: AMOUNTS FALLING WITHIN ONE YEAR

					     2008	 2007 
					     $’000	 $’000

Obligations under finance leases and hire-purchase contracts (see Note 11)				    30	 134
Trade creditors					     5,675	 2,310
Other taxes and social security costs					     282	 460
Other creditors					     129	 185
Accruals					     4,006	 2,799
Amounts due to Group undertakings					     1,945	 6,561

					     12,067	 12,449

10	 CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

					     2008	 2007 
					     $’000	 $’000

Obligations under finance leases and hire-purchase contracts (see Note 11)				    -	 38

					     -	 38
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11	 PROVISIONS

					     2008	 2007 
					     $’000	 $’000

At 1 October					     966	 843
Arising during the year					     -	 884
Released during the year					     (526)	 -
Utilised					     (19)	 (761)

At 30 September					     421	 966

Current					     1	 142
Non-current					     420	 824

At 30 September					     421	 966

Social security contributions on share options
Social security contributions on share options are considered to fall within the scope of FRS 20 and are measured as though a cash-settled option under 
FRS 20. The provision is calculated based on the vested proportion of options outstanding at the balance sheet date that are expected to be exercised  
and using the market value of the options at the balance sheet date. It is expected that the costs will be incurred during the exercise period to May 2018.

12	 OBLIGATIONS UNDER FINANCE LEASES AND HIRE-PURCHASE CONTRACTS

					     2008	 2007 
					     $’000	 $’000

Amounts payable
Within one year					     33	 138
Between one and two years					     -	 36

					     33	 174

Less: finance charges allocated to future periods					     (3)	 (2)

					     30	 172

Finance leases and hire-purchase contracts are shown as
Current					     30	 134
Non-current					     -	 38

					     30	 172

Upon placement of a medical device at a customer site, the healthcare professional occasionally enters into a three-year lease agreement with a third-
party provider of vendor finance. Optos enters into a matching financing agreement with the third-party provider of vendor finance involving the transfer 
of medical devices to the finance provider, with legal title being transferred back to Optos at the end of the period. As the significant risks and rewards of 
ownership are retained by Optos, the proceeds received from the third-party providers of vendor finance are recorded as finance lease obligations which 
are repayable by instalments and are secured over the related medical devices.

13	 GOVERNMENT GRANTS

					     2008	 2007 
					     $’000	 $’000

At 1 October					     303	 -
Received during the year					     -	 350
Released to the income statement					     (41)	 (47)

At 30 September					     262	 303

Current					     43	 47
Non-current					     219	 256

					     262	 303

Government grants received during 2007 relate to a Regional Selective Assistance Grant which will be amortised in accordance with the term of the agreement.

Notes to the Company Financial Statements (continued)
For the year ended 30 September 2008
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14	 OTHER FINANCIAL COMMITMENTS
At 30 September 2008, the Company had annual commitments under non-cancellable operating leases as set out below:

			   Land and Buildings
					     2008	 2007 
					     $’000	 $’000

Operating leases which expire:
In less than one year					     -	 -
In two to five years					     -	 -
In over five years					     309	 294

					     309	 294

15	 SHARE CAPITAL

					     2008	 2007 
Authorised:					     No. (million)	 No. (million)

Equity shares
Ordinary Shares of 2p (2005: 1p each)					     90	 90

					     2008	 2007 
Allotted, Called Up and Fully Paid:					     $’000	 $’000

Equity shares
Ordinary Shares of 1p each					     2,486	 2,453

Equity-settled, share-based payments
Share options outstanding at the end of the year were 4,282,663 (2007: 4,457,078). Further details of equity-settled, share-based payments can be 
found in Note 20 to the Group financial statements.

					      
					     2008	 2007

At 1 October Ordinary Shares of 2p each					     68,697,177	 66,178,338
Exercise of employee share options					     830,298	 2,518,839

At 30 September: Ordinary Shares of 2p each					     69,527,475	 68,697,177

			   Share	 Share	 Share	 Share 
			   Capital	 Premium	 Capital	 Premium 
			   2008	 2008	 2007	 2007 
Consideration Received on Issue of Shares			   $’000	 $’000	 $’000	 $’000

Exercise of employee share options			   33	 1,022	 92	 4,307

Consideration received			   33	 1,022	 92	 4,307
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16	 OTHER EQUITY

					     Profit and	 Share 
					     Loss	 Premium 
					     Account	 Account 
					     $’000	 $’000

At 1 October 2006					     (42,594)	 111,375

Issue of Ordinary Shares					     -	 4,307
Share-based payments					     2,613	 -
Loss for the year					     (2,937)	 -

At 30 September 2007					     (42,918)	 115,682

Issue of Ordinary Shares					     -	 1,022
Share-based payments					     840	 -
Loss for the year					     (1,941)	 -

At 30 September 2008					     (44,019)	 116,704

Under FRS 20, the cost of employee share schemes, including SAYE schemes, is based on the fair value of the awards that must be assessed using  
an option pricing model and expensed on a straight-line basis over the vesting period.

17	 RELATED PARTY TRANSACTIONS
During the year to 30 September 2008, purchases totalling $nil (2007: $17,210) at normal market prices were made by the Company from Crombie 
Anderson Limited, of which D.C. Anderson is a Director and controlling shareholder, of which $nil was outstanding at 30 September 2008 (2007: $nil).  
The amounts outstanding are unsecured and will be settled in cash. No guarantees have been given or received. No provisions have been made for  
doubtful debts in respect of the amounts owed by related parties.

18	 PENSION COMMITMENTS
The Company operates a defined contribution pension scheme, the Optos Group Personal Pension Scheme, for its Directors and senior employees. The 
assets of the scheme are held separately from those of the Company in an independently administered fund. There were no outstanding contributions at 
the year end (2007: $nil).

19	 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
A description of the Group’s financial risk management objectives and policies is provided in Note 22 to the Group’s financial statements. These financial 
risk management objectives and policies also apply to the Company.

20	 DEFERRED TAX
Deferred tax asset balances for approximately $10,928,000 (2007: $10,360,000) have not been recognised on the grounds that there is insufficient 
evidence that these assets will be recoverable. These assets will be recovered when future tax charges are sufficient to absorb these tax losses. The 
continued availability of tax losses is subject to certain conditions being met and the level of losses not being challenged by the relevant tax authority.

Notes to the Company Financial Statements (continued)
For the year ended 30 September 2008
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Saving sight. Saving lives.www.optos.com

What we do

Both eye and non-eye diseases are often visible in the 
periphery of the retina. These are very difficult to detect 
clinically with conventional examination equipment and 
techniques. Our medical devices generate an ultra wide-
field image of the retina. Unlike conventional ways of 
looking at the retina, our devices produce ultra wide-
field, high resolution images of approximately 82% of 
the retina, something no other device is capable of doing 
in any one image. The images provide optometrists and 
ophthalmologists with enhanced clinical information which 
facilitates the early detection, management and treatment 
of disorders and diseases evidenced in the retina. These 
include retinal detachments and tears, glaucoma, diabetic 
retinopathy and age-related macular degeneration. Retinal 
imaging can also indicate evidence of non-eye or systemic 
diseases such as hypertension and certain cancers. 

Business model

Our ongoing, service-driven relationship with our 
customers is a key component of our strategy. 
Doctors typically enter into initial minimum 
three-year pay-per-patient agreements with 
the Company. These agreements enable these 
practitioners to use our devices in their practices. 
We receive revenue from the sale of each 
examination carried out using our devices by the 
practitioner to the patient, subject to a minimum 
monthly payment over the life of the agreement. 
We therefore benefit from a recurring revenue 
model. We provide ongoing clinical, educational 
and marketing resources, as well as ongoing 

technical assistance, to support the practitioner in 
increasing the number of patients they see and to 
maximise adoption rates of the examination. As a 
result, practices have no capital outlay and benefit 
from an increase in practice productivity with low 
operating costs. We also sell a small number of our 
devices to certain specialist customers on a capital 
sales basis, whose business practice specifies a 
capital purchase model. Recurring revenue is also 
generated from these customer locations through 
service and upgrade agreements. Devices installed 
on a capital sales basis represent 4% of our total 
installed base. 

Our business strategy is based on:
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Europe
Optos plc
Queensferry House
Carnegie Business Campus
Dunfermline, Fife
Scotland KY11 8GR
United Kingdom
+44 (0) 1383 843 300

Optos GmbH 
Gebäude 5137C
Werner-von-Siemens-Str. 2-6
D-76646 Bruchsal
+49 (0) 7251 9294 120 

North America
Optos Inc.
67 Forest Street
Marlborough, MA 01752
United States
Toll-free: 
1-800-854-3039
Outside of the US: 
+1 (508) 787-1400




