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FARO Reports Sales Growth of 10.3%, Orders Grow 12.3%

October 29, 2008

LAKE MARY, Fla., Oct. 29 /PRNewswire-FirstCall/ -- FARO Technologies, Inc. (Nasdag: FARO) today announced results for the third quarter ended
September 27, 2008. Net income for the third quarter was $2.0 million, or $0.12 per diluted share, an increase of $1.3 million, compared to $0.7
million, or $0.04 per diluted share, in the third quarter of 2007.

Sales for the third quarter of 2008 were $49.1 million, an increase of $4.6 million, or 10.3%, from $44.5 million in the third quarter of 2007. New order
bookings for the third quarter were $49.2 million, an increase of $5.4 million, or 12.3%, compared with $43.8 million in the third quarter of 2007.

"We saw double-digit orders and sales growth in the third quarter, but our deal closure rate remains below our historical average, continuing the trend
we saw in the first and second quarter of this year," stated Jay Freeland, President and Chief Executive Officer of FARO. "New leads and customer
demos are at our historical levels in all three regions, which remains a positive sign for the business. However, customers continue to delay their
purchasing decisions which is resulting in lower than normal growth rates."

Gross margin for the third quarter of 2008 was 59.1%, compared to 59.4% in the third quarter of 2007. Gross margin decreased primarily as the result
of an increase in service costs as a percentage of sales.

Selling expenses as a percentage of sales increased to 31.3% in the third quarter of 2008 from 30.6% in the third quarter of 2007 primarily as a result
of an increase in new sales personnel that were added to continue driving the Company's growth.

General and administrative expenses decreased to 13.5% of sales for the third quarter of 2008 from 17.9% in the third quarter of 2007. General and
administrative expenses in the third quarter of 2007 include the accrual of $2.65 million for the estimated fines and penalties related to the settlement
of the FCPA matter.

The Company increased spending in research and development to accelerate development of new product platforms. Accordingly, R&D costs were
$3.2 million in the third quarter of 2008, an increase from $2.9 million in the third quarter of 2007.

Operating margin for the third quarter of 2008 increased to 5.3% from 2.2% in the quarter ended September 29, 2007.

Income tax expense decreased by $1.1 million to $0.5 million for the three months ended September 27, 2008 from $1.6 million for the three months
ended September 29, 2007. This decrease was primarily a result of a reduction in the effective tax rate to 19.9% for the three months ended
September 27, 2008, from 69.5% for the three months ended September 29, 2007. The Company's effective tax rate was 69.5% in the three months
ended September 29, 2007 as a result of an increase in expenses that are non-deductible for U.S. income tax purposes of $2.65 million related to the
accrual for the previously mentioned FCPA matter. The Company's effective income tax rate, excluding this effect, would have been 19.9% for the
three months ended September 29, 2007.

"In this challenging economic environment, | am pleased with our year-to-date sales growth of more than 15% as well as the strength of our balance
sheet with zero debt and more than $100 million in cash and short term investments. Customer interest in our solutions remains strong, but their ability
and willingness to transact has slowed. Because of that uncertainty, we are lowering our full-year 2008 revenue guidance from 15-20% growth to
5-10% growth while maintaining our previously issued gross margin guidance of 58-60% of sales. Given the depth and breadth of this global
uncertainty, we do not plan to issue guidance for fiscal 2009 until we see stability in the macroeconomic environment," Freeland concluded.

This press release contains forward-looking statements (within the meaning of the Private Securities Litigation Reform Act of 1995) that are subject to
risks and uncertainties, such as statements about our plans, objectives, projections, expectations, assumptions, strategies, or future events.
Statements that are not historical facts or that describe the Company's plans, objectives, projections, expectations, assumptions, strategies, or goals
are forward-looking statements. In addition, words such as "may," "believes," "anticipates," "expects," "intends," "plans," "seeks," "estimates," "will,"
"should," "could," "projects," "forecast,” "target," "goal,” and similar expressions or discussions of our strategy or other intentions identify forward-
looking statements. Other written or oral statements, which constitute forward-looking statements, also may be made by the Company from time to
time. Forward-looking statements are not guarantees of future performance and are subject to various known and unknown risks, uncertainties, and
other factors that may cause actual results, performances, or achievements to differ materially from future results, performances, or achievements

expressed or implied by such forward-looking statements. Consequently, undue reliance should not be placed on these forward-looking statements.

Factors that could cause actual results to differ materially from what is expressed or forecasted in forward-looking statements include, but are not
limited to:

-- our inability to further penetrate our custoner base;

-- devel opment by others of new or inproved products, processes or
technol ogi es that nmake our products obsolete or |ess conpetitive;

-- our inability to maintain our technol ogi cal advantage by devel opi ng new
products and enhanci ng our existing products;

-- our inability to successfully identify and acquire target conpanies or
achi eve expected benefits fromacquisitions that are consunmmat ed;

-- the cyclical nature of the industries of our custoners and the
financial condition of our custoners;



a slowdown in the manufacturing industry or the domestic and
internati onal economies in the regions of the world where the Conpany
oper at es;

the fact that the nmarket potential for the CAM narket and the
potential adoption rate for our products are difficult to quantify and
predict;

the inability to protect our patents and other proprietary rights in
the United States and foreign countries;

fluctuations in our annual and quarterly operating results and the
inability to achieve our financial operating targets as a result of a
nunber of factors including, without limtation (i) litigation and
regul atory action brought against us, (ii) quality issues with our
products, (iii) excess or obsolete inventory, (iv) raw material price
fluctuations, (v) expansion of our manufacturing capability and ot her
inflationary pressures, (vi) the size and tining of customer orders,
(vii) the amount of time that it takes to fulfill orders and ship our
products, (viii) the length of our sales cycle to new custoners and the
time and expense incurred in further penetrating our existing custoner
base, (ix) increases in operating expenses required for product

devel opment and new product, marketing, (x) costs associated with new
product introductions, such as product devel opnent, marketing, assenbly
line start-up costs and | ow i ntroductory period production vol unes,
(xi) the timng and market acceptance of new products and product
enhancenments, (xii) custoner order deferrals in anticipation of new
products and product enhancenents, (xiii) our success in expanding our
sal es and nmarketing prograns, (xiv) start-up costs associated with
openi ng new sal es offices outside of the United States, (xv)
fluctuations in revenue w thout proportionate adjustnents in fixed
costs, (xvi) the efficiencies achieved in managing inventories and
fixed assets, (xvii) investnments in potential acquisitions or strategic
sal es, product or other initiatives, (xviii) shrinkage or other
inventory | osses due to product obsol escence, scrap or material price
changes, (xix) adverse changes in the manufacturing industry and
general econonic conditions, (xx) conpliance with governnent

regul ations including health, safety, and environmental matters, (xxi)
the ultimte costs of the Conpany's nonitoring obligations in respect
of the Foreign Corrupt Practices Act ("FCPA") matter; and (xxii) other
factors noted herein;

changes in gross margi ns due to changing product mx of products sold
and the different gross margins on different products;

our inability to successfully maintain the requirenments of Restriction
of use of Hazardous Substances ("RoHS') and Waste El ectrical and
El ectroni ¢ Equi prent ("WEEE") conpliance into our products;

the inability of our products to displace traditional measurenent
devices and attain broad market acceptance;

the inpact of conpetitive products and pricing in the CAM2 market and
the broader narket for neasurenent and inspection devices;

the effects of increased conpetition as a result of recent
consolidation in the CAM2 market;

ri sks associ ated with expanding international operations, such as
fluctuations in currency exchange rates, difficulties in staffing and
nmanagi ng foreign operations, political and economc instability,
conpliance with inmport and export regul ations, and the burdens and
potential exposure of conmplying with a wide variety of U S. and foreign
| aws and | abor practices;



-- the loss of our Chief Executive Officer or other key personnel;

-- difficulties in recruiting research and devel opnent engi neers, and
appl i cati on engi neers;

-- the failure to effectively nanage our grow h;

-- variations in the effective incone tax rate and the difficulty in
predicting the tax rate on a quarterly and annual basis; and

-- the loss of key suppliers and the inability to find sufficient
alternative suppliers in a reasonable period or on conmercially
reasonabl e terns.

-- the other risks detailed in the Conpany's Annual Report on Form 10-K
and other filings fromtinme to tine with the Securities and Exchange
Commi ssi on.

Forward-looking statements in this release represent the Company's judgment as of the date of this release. The Company undertakes no obligation to
update publicly any forward-looking statements, whether as a result of new information, future events, or otherwise.

About FARO

With approximately 18,000 installations and 8,600 customers globally, FARO Technologies, Inc. designs, develops, and markets portable,
computerized measurement devices and software used to create digital models -- or to perform evaluations against an existing model -- for anything
requiring highly detailed 3-D measurements, including part and assembly inspection, factory planning and asset documentation, as well as specialized
applications ranging from surveying, recreating accident sites and crime scenes to digitally preserving historical sites.

FARO's technology increases productivity by dramatically reducing the amount of on-site measuring time, and the various industry-specific software
packages enable users to process and present their results quickly and more effectively.

Principal products include the world's best-selling portable measurement arm -- the FaroArm; the world's best-selling laser tracker -- the FARO Laser
Tracker X and Xi; the FARO Laser ScanArm; FARO Photon Laser Scanners; the FARO Gage, Gage-PLUS and PowerGAGE; and the CAM2 Q family
of advanced CAD-based measurement and reporting software. FARO Technologies is ISO-9001 certified and 1SO-17025 laboratory registered.

FARO TECHNOLOG ES, INC. AND SUBSI DI ARl ES
CONSCLI DATED BALANCE SHEETS

(UNAUDI TED)
Sept enber 27, Decenber 31,
(in thousands, except share data) 2008 2007
ASSETS
Current Assets:
Cash and cash equival ents $20, 160 $25, 798
Short-terminvestnents 82, 370 77, 375
Account s recei vabl e, net 45, 354 54,767
I nventories 37, 237 29, 100
Deferred i ncone taxes, net 6, 034 2, 841
Prepai d expenses and other current assets 9, 097 6, 719
Total current assets 200, 252 196, 600
Property and Equi prent:
Machi nery and equi pnent 18, 145 12, 895
Furniture and fixtures 3,909 5, 008
Leasehol d i nprovenent s 3,523 3, 296
Property and equi pment at cost 25, 577 21, 199
Less: accumrul ated depreciati on and
anortization (16, 068) (13,672)
Property and equi prent, net 9, 509 7,527
Goodwi | | 19, 544 19, 117
I nt angi bl e assets, net 8, 869 5,970
Service inventory 12, 682 10, 865
Deferred i ncone taxes, net 1,931 3, 460
Total Assets $252, 787 $243, 539

LI ABI LI TI ES AND SHAREHOLDERS' EQUITY



Current Liabilities:
Accounts payabl e
Accrued liabilities
I ncone taxes payabl e
Current portion of unearned service
revenues
Custoner deposits
Current portion of obligations under
capital |eases
Total current liabilities
Unear ned service revenues - |ess
current portion
Deferred tax liability, net
ol i gati ons under capital |eases -
| ess current portion
Total Liabilities
Commi t nents and conti ngenci es
Shar ehol ders' Equity:
Common stock - par value $.001
50, 000, 000 shares authorized
16, 733, 554 and 16, 700, 966 i ssued;
16, 653, 859 and 16, 604, 052
out st andi ng, respectively
Addi tional paid-in-capita
Ret ai ned ear ni ngs
Accumul at ed ot her conprehensi ve incone
Common stock in treasury, at cost -
40, 000 shares
Total Sharehol ders' Equity
Total Liabilities and Sharehol ders' Equity

$9, 526
13, 290
1,470

10, 846
334

15
35, 481

6, 597
1,157

159
43,394

17

148, 782
55, 299
5, 446

(151)
209, 393
$252, 787

FARO TECHNOLOG ES, INC. AND SUBSI DI ARl ES
CONSCLI DATED STATEMENTS COF CASH FLOWS

( UNAUDI TED)

(i n thousands)
CASH FLONS FROM
OPERATI NG ACTI VI TI ES;
Net i ncome
Adj ustnents to reconcile net incone
to net cash (used in) provided by
operating activities:
Depreciation and anortization
Armortizati on of stock options and
restricted stock units
Provi sion for bad debts
Deferred i ncome tax benefit
Change in operating assets and
liabilities:
Decrease (increase) in
Accounts receivabl e
I nventori es
Prepai d expenses and ot her current
assets
I ncome tax benefit from exercise of
stock options
I ncrease (decrease) in:
Accounts payabl e and accrued liabilities
I ncone taxes payabl e
Cust omer deposits
Unear ned service revenues

Net cash provided by operating activities

N ne Mont hs Ended
Sep 27, 2008

$11, 754

3,293

1, 686
446
(1,575)

9, 198
(9, 681)

(2, 369)
(45)

(7,654)
(771)
(11)
2,671
6, 942

$12, 450
17, 989
2,266

8,594
337

18
41, 654

6,091
1,073

222
49, 040

17
146, 489
43, 545

4,599

(151)
194, 499
$243, 539

Sep 29, 2007

$9, 689

3,013

956
223
(542)

(218)
(4, 798)

(695)
(2,993)

2, 499
(785)
(314)
5, 064
11, 099



I NVESTI NG ACTI VI Tl ES:
Pur chases of property and equi prent
Payments for intangible assets
Purchases of short-terminvestments
Net cash used in investing activities

FI NANCI NG ACTI VI Tl ES:
Paynents on capital |eases
I ncone tax benefit from exercise of
stock options
Proceeds fromissuance of stock, net
Net cash provided by financing activities

EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH

(4, 377)
(3, 584)
(4, 995)
(12, 956)

(68)

45
128
105

EQU VALENTS 271

( DECREASE) | NCREASE | N CASH AND CASH

EQUI VALENTS (5, 638)

CASH AND CASH EQUI VALENTS, BEG NNING OF PERICD 25, 798
CASH AND CASH EQUI VALENTS, END OF PERI D $20, 160

FARO TECHNOLOG ES, INC. AND SUBSI DI ARl ES

CONSCLI DATED STATEMENTS CF | NCOVE

( UNAUDI TED)
(in thousands, except per Three Mont hs Ended
share data) Sep 27, Sep 29,
2008 2007
SALES $49, 095 $44, 521
COST OF SALES (excl usive
of depreciation and
anortization, shown
separately bel ow) 20, 086 18, 065
GRCSS PROFI T 29, 009 26, 456
OPERATI NG EXPENSES:
Sel l'i ng 15, 382 13,625
General and administrative 6,614 7,978
Depr eci ati on and
anortization 1, 158 971
Resear ch and devel opnent 3,237 2,881
Total operating expenses 26, 391 25, 455
| NCOVE FROM OPERATI ONS 2,618 1,001
OTHER (| NCOVE) EXPENSE
I nterest incone (547) (590)
Q her (incone) expense, net 652 (720)
I nterest expense 2 3
| NCOVE BEFORE | NCOVE TAX 2,511 2, 308
| NCOVE TAX EXPENSE 500 1, 603
NET | NCOMVE $2,011 $705
NET | NCOVE PER SHARE - BASIC $0. 12 $0. 04
NET | NCOVE PER SHARE - DI LUTED $0. 12 $0. 04

(1, 807)
(264)
(56, 990)
(59, 061)
(60)
2,993

58, 409
61, 342

(3, 660)

9,720
15, 689

$25, 409

N ne Mont hs Ended

Sep 27,
2008
$152, 934

59, 980
92, 954

46, 886
19, 274
3, 293
9,122
78, 575
14, 379
(1, 624)

834

450
14, 719
2, 965
$11, 754

$0. 71

$0. 70

Sep 29
2007
$132, 389

52,873
79, 516

39, 951
18, 496
3,013

7,129
68, 589
10, 927

(1,182)

(1, 427)
7

13, 529
3, 840
$9, 689

$0. 64

$0. 63



Wi ght ed average shares -
Basi c 16, 637,497 15,726,009 16,624,784 15,037,745

Wi ghted average shares -
Di | uted 16,731,064 15,988,788 16, 751,679 15,315,996

SQURCE FARO Technol ogi es, Inc.
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/ CONTACT: Keith Bair, Senior Vice President and CFO, FARO Technol ogi es
Inc., +1-407-333-9911, keith. bair @ARO conf

/Wb site: http://ww. faro.com/

(FARO

CO  FARO Technol ogi es, Inc.
ST: Florida

IN.  CPR STW MAC

SU  ERN

TI-AZ
-- CLW25 --
7825 10/ 29/2008 17:02 EDT http://ww. prnewswire. com



