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33. Discontinued operations (continued)
The results of Wallop Defence Systems Limited included in the consolidated income and cash flow statements are as follows:

£m	 	 	 	 	 	 2007	 2006
Revenue	 	 	 	 	 	 –	 3.6
Cost of sales	 	 	 	 	 	 –	 (2.5)
Distribution costs	 	 	 	 	 	 –	 (0.2)
Administrative expenses	 	 	 	 	 	 –	 (0.1)
Operating profit	 	 	 	 	 	 –	 0.8
Finance income and expense	 	 	 	 	 	 –	 0.1
Profit before tax	 	 	 	 	 	 –	 0.9
Tax 	 	 	 	 	 	 –	 (0.1)
Profit for the year after tax	 	 	 	 	 	 –	 0.8
Profit on disposal before tax 	 	 	 	 	 	 5.8	 13.0
Tax on profit on disposal	 	 	 	 	 	 –	 –
Total profit after taxation from discontinued operations	 	 	 	 	 5.8	 13.8

Cash flows from discontinued operations
Net cash used in operating activities	 	 	 	 	 	 –	 (1.5)
Net cash received from/(used in) investing activities	 	 	 	 	 5.4	 (1.0)
Net cash received from financing activities	 	 	 	 	 	 –	 0.1
	 	 	 	 	 	 	 5.4	 (2.4)

Earnings per Ordinary Share of discontinued operations (including profit on disposal)	
	 – basic	 	 	 	 	 	 0.51p	 1.22p
	 – diluted	 	 	 	 	 	 0.51p	 1.21p

34. Operating lease arrangements	
At the balance sheet date the Group had outstanding commitments for minimum lease payments due under non-cancellable 
operating leases as follows:	

£m	 	 	 	 	 	 2007	 2006
Within one year	 	 	 	 	 	 15.1	 12.8
Between one and five years	 	 	 	 	 	 42.8	 36.0
After five years	 	 	 	 	 	 93.1	 77.1
	 	 	 	 	 	 	 151.0	 125.9

Operating lease payments represent rentals payable by the Group for certain of its office and operational properties, 	
and operational aircraft used in its service businesses.

35. Contingent liabilities
As at 31 December 2007, the parent company and the Group had contingent liabilities in respect of bank and contractual 
performance guarantees and other matters arising in the ordinary course of business entered into for, or on behalf of, certain 
Group undertakings. Where it is expected that a material liability will arise in respect of these matters, appropriate provision 	
is made within the Group consolidated financial statements or within those of the relevant subsidiary.

As the conditions of the above guarantees are currently being met, no obligating event is foreseeable and therefore no 
contingent liability exists at the year end.

The Company and various of its subsidiaries are, from time to time, parties to legal proceedings and claims which arise in 	
the ordinary course of business. The Directors do not anticipate that the outcome of these proceedings, actions and claims, 	
either individually or in aggregate, will have a material adverse effect upon the Group’s financial position.

36. Commitments
At 31 December 2007, the Group had commitments for the acquisition of property, plant and equipment of £17.1m (2006: £33.2m) 
which mainly relate to aircraft for the Australian Sentinel contract.

Notes to the Group financial statements continued
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37. Related party transactions
Transactions between the Company and its subsidiaries, which are related parties of the Company, have been eliminated 	
on consolidation and are not disclosed in this note. Details of transactions between the Group and other related parties are 
disclosed below.

Trading transactions and balances

£m	 	 	 	 	 	 2007	 2006
Transactions between Group entities and joint ventures during the year:
Sales of goods	 	 	 	 	 	 1.0	 1.3
Purchases of goods	 	 	 	 	 	 0.4	 –
Dividends received	 	 	 	 	 	 3.2	 4.3

At the year end balances with joint ventures were as follows:
Amounts owed by related parties to Group entities	 	 	 	 	 0.1	 0.1
Amounts owed to related parties by Group entities	 	 	 	 	 –	 –

Sales of goods to related parties were made at the Group’s usual list prices for sales to non-related parties. Goods are bought 	
on the basis of the price lists in force with non-related parties. 

The amounts outstanding are unsecured and will be settled in cash. No guarantees have been given to or received from related 
parties. No expense has been recognised in the period for bad or doubtful debts in respect of the amounts owed by related parties.

In 2006, prior to its acquisition by the Group, domo Limited sold £372,000 of goods to a subsidiary of Cobham plc, 	
DTC Communications Inc. 

Compensation of key management personnel
The remuneration of Directors and other members of key management during the year was as follows:

£m	 	 	 	 	 	 2007	 2006
Remuneration	 	 	 	 	 	 6.9	 7.1
Post-employment benefits	 	 	 	 	 	 0.4	 0.5
Share-based payments	 	 	 	 	 	 1.6	 1.4
	 	 	 	 	 	 	 8.9	 9.0

The remuneration of Directors and key executives is determined by the remuneration committee having regard to the 
performance of individuals and market trends.

The Directors of Cobham plc had no material transactions with the Company during the year, other than as a result of service 
agreements. Details of Directors’ remuneration are disclosed in the Directors’ remuneration report on pages 35 to 41. 

During the year, the Board and Mr A. Hannam agreed that his service contract should be further extended beyond his contractual 
retirement date of 28 March 2006 to 31 May 2008. A payment of £24,644 was agreed to be made after the year end to the 
Cobham Executive Pension Plan. Additional payments of £49,243 and £40,787 were made in 2007 to his SIPP and to the 
Cobham Executive Pension Plan respectively in relation to the extension of his service contract during 2006. 

During 2003, Mr P. Matthews, who was a member of the Group’s key management personnel in 2006, sold his shares in Sea Tel 
Inc to Chelton Avionics Inc, a subsidiary of Cobham plc. During 2006, Mr Matthews received consideration of US$1,932,621 for 
the shares under the terms of the sale and this is included in the remuneration shown in the table above. 

38. Events after the balance sheet date 
As shown in note 32, agreement was reached on 3 January 2008 to purchase the entire share capital of S-TEC Corporation, 	
for US$38m on a debt-free, cash-free basis. The company is based in the USA and designs, certifies and manufactures 
autopilots for general aviation aircraft. 

Components of the cost of this acquisition are:	

£m	 	 	 	 	 	 	 Total
Cash	 	 	 	 	 	 	 18.0
Directly attributable acquisition costs	 	 	 	 	 	 	 0.1
	 	 	 	 	 	 	 	 18.1
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38. Events after the balance sheet date (continued)
A summary of the book and fair values of this acquisition is as follows:
	 	 	 	 	 	 Book value	
	 	 	 	 	 	 prior to	
£m	 	 	 	 	 	 acquisition	 Fair value
Non-current assets
	 – Intangibles	 	 	 	 	 	 1.0	 12.4
	 – Property, plant and equipment	 	 	 	 	 	 1.3	 1.3
Current assets
	 – Inventories	 	 	 	 	 	 1.8	 1.8
	 – Trade receivables	 	 	 	 	 	 1.7	 1.7
	 – Bank and cash balances	 	 	 	 	 	 –	 –
Current liabilities
	 – Trade payables	 	 	 	 	 	 (1.5)	 (1.6)
	 – Corporation tax	 	 	 	 	 	 (0.6)	 (0.6)
Net assets acquired	 	 	 	 	 	 3.7	 15.0
Goodwill 	 	 	 	 	 	 	 3.1
Total consideration	 	 	 	 	 	 	 18.1

The above amounts are all provisional at the date of approval of these financial statements. 

In December 2007, the Group announced agreement to purchase the Surveillance and Attack business unit from BAE Systems 
Inc (Sensor and Antenna Systems Lansdale) for US$240m on a debt and cash free basis, subject to regulatory approval. This 
acquisition was completed on 22 February 2008. It is the Directors’ opinion that it is impracticable to give detailed disclosure 	
on this acquisition due to the proximity of completion of the transaction in relation to the signing of the Group accounts. 

In January 2008, the agreement to purchase SPARTA Inc for US$416m on a debt and cash free basis was announced, subject to 
regulatory approval. US$35m of this consideration is payable over the first three years following completion of the transaction.  
This acquisition is expected to be completed in the second quarter of 2008.	

On 22 January 2008, the Group announced the agreement of a new US$700m acquisition financing facility. 	

39. Subsidiaries
All subsidiary undertakings have been included in the consolidation. The undertakings held at 31 December 2007 which, 	
in the opinion of the Directors, principally affected the results for the year or the net assets of the Group were:

	 	 	 	 Place of incorporation	 Proportion of 	
Name of undertaking	 	 	 	 (or registration) and operation	 ownership interest %
Cobham Avionics & Surveillance
Air Précision SAS	 	 	 	 France	 100
Artex Aircraft Supplies Inc	 	 	 	 USA	 100
Chelton Antennas SA	 	 	 	 France	 100
Chelton Avionics Inc	 	 	 	 USA	 100
Chelton Flight Systems Inc	 	 	 	 USA	 100
Chelton Telecom & Microwave SAS	 	 	 	 France	 100
Cobham Advanced Technologies (Southern Africa) (Proprietary) Limited	 	 South Africa	 100
Comant Industries Inc	 	 	 	 USA	 100
Credowan Limited	 	 	 	 England	 100
domo Limited	 	 	 	 England	 100
DTC Communications Inc	 	 	 	 USA	 100
ERA Technology Limited	 	 	 	 England	 100
Hyper-Technologies SAS	 	 	 	 France	 100
Label SAS	 	 	 	 France	 100
Micromill Electronics Limited	 	 	 	 England	 100
NEC Aero SAS	 	 	 	 France	 100
Northern Airborne Technology Limited	 	 	 	 Canada	 99.0
Omnipless Manufacturing (Proprietary) Limited*	 	 	 South Africa	 100
Patriot Antennas Systems Inc	 	 	 	 USA	 100
Sea Tel Inc	 	 	 	 USA	 100
Seimac Limited	 	 	 	 Canada	 100
Spectronic Denmark A/S	 	 	 	 Denmark	 100
TEAM SA	 	 	 	 France	 98.7
TracStar Systems Inc 	 	 	 	 USA	 100

Notes to the Group financial statements continued
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39. Subsidiaries (continued)
	 	 	 	 Place of incorporation	 Proportion of 	
Name of undertaking	 	 	 	 (or registration) and operation	 ownership interest %
Cobham Defence Electronic Systems	 	
Atlantic Microwave Corporation	 	 	 	 USA	 100
Chelton Inc	 	 	 	 USA	 100
Chelton Limited 	 	 	 	 England	 100
Cobham Advanced Composites Limited	 	 	 	 England	 100
Cobham Defence Communications Limited	 	 	 	 England	 100
Continental Microwave & Tool Co Inc	 	 	 	 USA	 100
European Antennas Limited	 	 	 	 England	 100
Kevlin Corporation	 	 	 	 USA	 100
Mastsystem International Oy	 	 	 	 Finland	 100
Nurad Technologies Inc	 	 	 	 USA	 100
REMEC Defense & Space Inc	 	 	 	 USA	 100
Sivers Lab AB	 	 	 	 Sweden	 100
	 	
Cobham Mission Systems	 	
ACR Electronics Inc	 	 	 	 USA	 100
ACR Electronics Europe GmbH	 	 	 	 Austria	 100
Carleton Life Support Systems Inc	 	 	 	 USA	 100
Carleton Technologies Inc	 	 	 	 USA 	 100
Conax Florida Corporation	 	 	 	 USA	 100
Flight Refuelling Limited*	 	 	 	 England	 100
Sargent Fletcher Inc	 	 	 	 USA	 100
	 	
Cobham Aviation Services	 	
AFI Flight Inspection GmbH	 	 	 	 Germany	 100
Cobham Flight Inspection Limited (formerly Flight Precision Limited)	 	 England	 100
FR Aviation Group Limited*	 	 	 	 England	 100
FR Aviation Limited	 	 	 	 England	 100
FR Aviation Services Limited	 	 	 	 England	 100
National Air Support Pty Limited	 	 	 	 Australia	 100
National Jet Systems Pty Limited	 	 	 	 Australia	 100
Surveillance Australia Pty Limited	 	 	 	 Australia	 100

In the case of the companies marked *, the stated percentage nominal value of issued shares is held by, or by a nominee for, 
Cobham plc. Otherwise shares are held by, or by a nominee for, a subsidiary of Cobham plc. 

40. Approval of financial statements
The financial statements were approved by the Board of Directors and authorised for issue on 14 March 2008.
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	 	 	 UK GAAP	 IFRS	 IFRS	 IFRS	 IFRS	
£m	 	 	 2003	 2004	 2005	 2006	 2007

Revenue	 	 	 832.6	 832.3	 970.3	 1,012.1	 1,061.1
Underlying profit before taxation	 	 	 135.3	 142.3	 167.0	 182.9	 206.5
Profit on continuing operations before taxation		 	 119.8	 134.4	 126.0	 185.2	 173.5
Tax on continuing operations	 	 	 (36.0)	 (38.1)	 (35.3)	 (50.7)	 (47.3)
Profit on continuing operations after taxation 	 	 	 83.8	 96.3	 90.7	 134.5	 126.2
Profit/(loss) after taxation from discontinued operations	 	 (65.3)	 4.3	 7.4	 13.8	 5.8
Profit after taxation for the year	 	 	 18.5	 100.6	 98.1	 148.3	 132.0

Net assets employed
Intangible assets	 	 	 345.9	 405.6	 528.1	 482.6	 476.1
Property, plant and equipment (including investment properties)	 228.1	 241.9	 206.8	 194.0	 211.0
Investments	 	 	 16.5	 14.2	 14.7	 15.7	 18.8
Other non-current assets	 	 	 –	 7.3	 19.8	 24.7	 26.0
Current assets	 	 	 487.0	 584.0	 649.4	 717.3	 858.9
	 	 	 	 1,077.5	 1,253.0	 1,418.8	 1,434.3	 1,590.8
Current liabilities	 	 	 (340.2)	 (445.9)	 (559.6)	 (498.7)	 (560.7)
Long term liabilities	 	 	 (231.2)	 (203.5)	 (191.1)	 (191.0)	 (188.8)
Net assets excluding pension liabilities	 	 	 506.1	 603.6	 668.1	 744.6	 841.3
Pension liabilities	 	 	 (49.2)	 (69.1)	 (81.0)	 (29.6)	 (37.2)
Net assets including pension liabilities	 	 	 456.9	 534.5	 587.1	 715.0	 804.1

Financed by
Ordinary share capital	 	 	 27.8	 27.9	 28.1	 28.3	 28.4
Reserves	 	 	 428.0	 505.3	 557.5	 686.6	 775.3
Shareholders’ funds	 	 	 455.8	 533.2	 585.6	 714.9	 803.7
Minority interest	 	 	 1.1	 1.3	 1.5	 0.1	 0.4
Net assets	 	 	 456.9	 534.5	 587.1	 715.0	 804.1
	
pence
Dividend paid per ordinary share	 	 	 2.82	 2.90	 3.19	 3.51	 3.86
Earnings per ordinary share – underlying	 	 	 9.35	 9.12	 10.58	 11.66	 13.09
Earnings per ordinary share – basic (IFRS-continuing)	 	 1.72	 8.61	 8.05	 11.90	 11.10
Earnings per ordinary share – fully diluted (IFRS-continuing)	 	 1.71	 8.55	 8.01	 11.79	 11.04
Net assets per ordinary share	 	 	 41.2	 48.0	 52.4	 63.2	 70.8
	
£m
Market capitalisation	 	 	 1,295	 1,381	 1,900	 2,191	 2,373

Notes: 	
IFRS underlying earnings exclude the impacts of the amortisation of intangible assets recognised on acquisition, fair value 
adjustments to inventory on acquisition, the marking to market of currency instruments not realised in the period and 
impairments of goodwill.  There has been no impairment to goodwill in the current or comparative periods.

IFRS underlying earnings also exclude portfolio restructuring costs, which comprise exceptional profits or losses arising on 
disposals actually completed during the period, as well as exceptional costs or profits associated with the restructuring of 	
the Group’s business and property portfolio, and direct costs associated with exceptional terminated acquisitions.	

UK GAAP underlying profit before taxation excludes amortisation of goodwill, integration costs and exceptional items.

Income statement figures reported under UK GAAP include discontinued operations. Under IFRS the profit/loss for 	
discontinued operations is disclosed separately below profit on continuing operations after taxation.

Group financial record
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Independent auditors’ report 	
to the members of Cobham plc
We have audited the parent company financial statements 	
of Cobham plc for the year ended 31 December 2007	
which comprise the balance sheet, the statement of total 
recognised gains and losses, the reconciliation of movements 
in shareholders’ funds, the related notes and the accounting 
policies. 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 Cobham plc for the year ended 31 December 2007. 

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 
law and United Kingdom 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). This report, including the opinion, has been prepared 
for and only for the Company’s members as a body in 
accordance with Section 235 of the Companies Act 1985 and 
for no other purpose. We do not, in giving this opinion, accept 
or assume responsibility for any other purpose or to any other 
person to whom this report is shown or into whose hands it 
may come save where expressly agreed by our prior consent 
in writing.

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 parent company 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 	
parent company financial statements. The other information 
comprises only the Highlights 2007, Cobham at a glance, 
the Chairman’s statement, the Chief Executive’s review, 	
the statement on strategy, the Business review, the Financial 
review, the statement on corporate responsibility, the 
Directors’ report, the Corporate governance statement and 	
the unaudited part of the Directors’ remuneration report.	

We consider the implications for our report if we become 
aware of any apparent misstatements or material 
inconsistencies with the parent company 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 judgments 
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’ remuneration 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 31 December 2007;
 �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; and
 �The information given in the Directors’ report is consistent 
with the parent company financial statements.

PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors
Southampton
14 March 2008

Notes:
 �The maintenance and integrity of the Cobham plc website 	
is the responsibility of the Directors; the work carried out by 
the auditors does not involve consideration of these matters 
and, accordingly, the auditors accept no responsibility for any 
changes that may have occurred to the financial statements 
since they were initially presented on the website.
 �Legislation in the United Kingdom governing the preparation 
and dissemination of financial statements may differ from 
legislation in other jurisdictions.
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Accounting convention
These financial statements have been prepared under the 
historical cost convention, as modified by the revaluation of 
certain tangible fixed assets and derivative contracts which 
are held at fair value, in accordance with the Companies Act 
1985 and applicable accounting standards (UK GAAP). 
Compliance with SSAP 19, Accounting for investment 
properties, requires departure from the requirements of 	
the Companies Act 1985 relating to depreciation and an 
explanation of the departure is given in the tangible fixed 
assets accounting policy note below.

The principal accounting policies, which have been 
consistently applied, are as set out below.

Dividends 
Dividends are recognised in the period in which they are 	
fully authorised.

Pensions
The Company operates and contributes to a multi-employer 
defined benefit pension scheme. Contributions and pension 
costs are apportioned across the scheme as a whole and 
assessed in accordance with the advice of qualified actuaries. 
The scheme is closed to new members and has a high 
proportion of deferred and pensioner members from 
businesses that no longer participate in the scheme. The 
Company is therefore not able to identify its share of 
underlying assets and liabilities of the scheme on a reasonable 
and consistent basis and in accordance with the multi-
employer exemption contained in FRS 17, Retirement 
benefits, the scheme has been accounted for as if it was a 
defined contribution scheme. The charge to the profit and 	
loss account therefore reflects payments for the year. 

Contributions to defined contribution schemes are charged 	
to the profit and loss account in the period the contributions 
are payable. 

The Company also makes contributions for certain employees 
to individual personal pension and stakeholder schemes. 
Contributions are charged to the profit and loss account in 	
the year to which they relate.

Deferred taxation
Deferred tax is recognised in respect of all timing differences 
that have originated but not reversed at the balance sheet 
date, where transactions or events that result in an obligation 
to pay more tax in the future or a right to pay less tax in the 
future have occurred at the balance sheet date.

A net deferred tax asset is recognised as recoverable when, 
on the basis of all available evidence, it can be regarded as 
more likely than not that there will be suitable taxable profits 
against which to recover carried forward tax losses and from 
which the future reversal of underlying timing differences can 
be deducted.

Deferred tax is measured at the average tax rates that are 
expected to apply in the periods in which the timing 
differences are expected to reverse, based on tax rates and 
laws that have been enacted or substantively enacted by the 
balance sheet date. Deferred tax has not been discounted.

Tangible fixed assets
Plant and machinery fixed assets are depreciated on a 	
straight-line basis to their estimated residual values over 	
their estimated useful lives which range from three to five 
years. Investment properties are not depreciated. 

In accordance with SSAP 19, investment properties are held 
at open market value. Any aggregate surplus or deficit on 
revaluation is transferred to a revaluation reserve, and no 
provision is made for depreciation of freehold properties. 	
This departure from the requirements of the Companies 	
Act 1985, which requires all properties to be depreciated, 	
is, in the opinion of the Directors, necessary for the financial 
statements to show a true and fair view in accordance with 
applicable accounting standards.

The depreciation (which would, had the provisions of the 	
Act been followed, have reduced profit for the year) is only 
one of the factors reflected in the valuation and the amount 
attributable to this factor cannot reasonably be separately 
identified or quantified.

Investments in Group undertakings
Investments are stated at cost less any provision for 
impairment in value and include the fair value at date of 	
grant of share options awarded to employees of subsidiary 
undertakings, net of amounts recovered as management 
charges.

Operating leases
Operating lease payments for assets leased from third parties 
are charged to the profit and loss account on a straight-line 
basis over the term of the lease.

Provisions
A provision is recognised when the Company has a present 
legal or constructive obligation as a result of a past event and 
it is probable that settlement will be required of an amount 
that can be reliably estimated.

Share capital
Ordinary share capital is classified as equity. Financial liabilities 
and equity instruments are classified according to the substance 
of the contractual agreements entered into. An equity 
instrument is any contract that evidences a residual interest in 
the assets of the Company after deducting all of its liabilities.

Preference share capital is classified as a liability if it is 
redeemable on a specific date or at the option of the preference 
shareholders or if dividend payments are not discretionary. 
Dividends on preference share capital classified as liabilities 	
are recognised in the profit and loss account as interest 
expense. 
 
Foreign currencies
The functional currency of the Company is sterling. 
Transactions in currencies other than the local currency are 
translated at the exchange rate ruling at the date of the 
transaction. Monetary assets and liabilities denoted in non-
functional currencies are retranslated at the exchange rate 
ruling at the balance sheet date and any exchange differences 
arising are taken to the profit and loss account. 

Accounting policies 
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In order to manage the Group’s exposure to certain foreign 
exchange risks, the Company enters into forward contracts 
and options which are accounted for as derivative financial 
instruments.

Derivative financial instruments and hedge accounting 
Derivatives are initially recognised at fair value on the date a 
derivative contract is entered into and are subsequently re-
measured at their fair value. The method of recognising the 
resulting gain or loss depends on whether the derivative is 
designated as a hedging instrument, and if so, the nature of 
the item being hedged.

The Company’s activities expose it primarily to the financial 
risks of changes in foreign currency exchange rates and 
interest rates. The Company uses foreign exchange forward 
contracts and interest rate swap contracts to reduce these 
exposures. The Company does not use derivative financial 
instruments for speculative purposes.

The Company documents at the inception of the transaction 
the relationship between hedging instruments and hedged 
items, as well as its risk management objectives and strategy 
for undertaking various hedge transactions. The Company 
also documents its assessment, both at hedge inception and 
on an ongoing basis, of whether the derivatives used in 
hedging transactions are highly effective in offsetting changes 
in fair values or cash flows of hedged items.

Currency translation derivatives entered into to mitigate 
foreign exchange impacts of trading in non-functional 
currencies are not accounted for using hedge accounting and 
movements in fair values are recognised in the profit and loss 
account as part of operating profit.

Fair value hedges
Changes in fair values of derivatives that are designated and 
qualify as fair value hedges are recorded in the profit and loss 
account, together with any changes in the fair value of the 
hedged asset or liability that are attributable to the hedged 
risk. The gains or losses relating to interest rate swaps 
hedging fixed rate borrowings are recognised in the profit 	
and loss account. 

If the hedge no longer meets the criteria for hedge accounting, 
the adjustment to the carrying amount of a hedged item, for 
which the effective interest method is used, is amortised to 	
the profit and loss account over the period to maturity.

Cash flow hedges
The effective portion of changes in fair values of derivatives 
that are designated and qualify as cash flow hedges are 
recognised in equity. The gain or loss relating to the 
ineffective portion is recognised immediately in the profit	
and loss account. Amounts accumulated in equity are 	
recycled to the profit and loss account in the periods 	
when the hedged item affects profit or loss.

When a hedging instrument expires or is sold, or when a 
hedge no longer meets the criteria for hedge accounting, any 
cumulative gain or loss existing in equity at that time remains 
in equity and is recognised when the forecast transaction is 
ultimately recognised in the profit and loss account. 	

If a hedged transaction is no longer expected to occur, the net 
cumulative gain or loss recognised in equity is immediately 
transferred to the profit and loss account for the period.

Share-based payments
For grants made to employees of Cobham plc under the 
Company’s share-based payment schemes, amounts which 
reflect the fair value of options awarded as at the time of 	
grant are charged to the profit and loss account over the 
vesting period. The fair value of options awarded to 
employees of subsidiary undertakings, net of amounts 
recovered as management charges, is recognised as a 	
capital contribution and recorded in investments.

The costs of awards made to employees of Cobham plc	
under cash settled share-based payment schemes are 
measured initially at the grant date and expensed over the 
vesting period. The liability is remeasured at each balance 
sheet date up to and including the settlement date with 
changes in fair value recognised through the profit and 	
loss account.

The valuation of the options utilises a methodology based on 
the Black-Scholes model, modified where required to allow 	
for the impact of market related performance criteria. 

The Company has taken advantage of the transitional 
provisions of FRS 20, Share-based payment, in respect of 
equity settled awards and has applied FRS 20 only to equity 
settled awards granted after 7 November 2002. 

Critical accounting estimates and judgements
Estimates and judgements are continually evaluated and are 
based on historical experience and other factors, including 
expectations of future events that are believed to be 
reasonable under the circumstances. 

Management judgement
In the process of applying the Company’s accounting policies, 
management has made a number of judgements, none of 
which are considered to have a significant effect on the 
amounts recognised in the financial statements.



94	 Cobham plc	 Annual Report and Accounts 2007

£m	 	 	 	 	 Note	 2007	 2006
Fixed assets
Investments in Group undertakings	 	 	 	 	 4	 768.7	 749.7
Tangible assets	 	 	 	 	 5	 0.4	 7.4
Financial assets: Derivative financial instruments	 	 	 	 12	 7.0	 8.5
	 	 	 	 	 	 	 776.1	 765.6
Current assets
Financial assets: Derivative financial instruments	 	 	 	 12	 4.5	 6.7
Debtors	 	 	 	 	 6	 284.7	 387.6
Cash at bank and in hand	 	 	 	 	 	 380.0	 208.5
	 	 	 	 	 	 	 669.2	 602.8
Creditors: Amounts falling due within one year		 	 	 	 7	 (824.7)	 (697.8)
Financial liabilities: Derivative financial instruments	 	 	 	 12	 (1.8)	 (1.3)
	 	 	 	 	 	 	 (826.5)	 (699.1)
Net current liabilities	 	 	 	 	 	 (157.3)	 (96.3)
	
Total assets less current liabilities	 	 	 	 	 	 618.8	 669.3

Creditors: Amounts falling due after more than one year	 	 	 	 8	 (117.7)	 (118.6)
Financial liabilities: Derivative financial instruments	 	 	 	 12	 (1.9)	 (2.5)
Provisions for liabilities and charges	 	 	 	 	 9	 (11.6)	 (12.9)
Net assets	 	 	 	 	 	 487.6	 535.3

Capital and reserves
Called up share capital	 	 	 	 	 10	 28.4	 28.3
Share premium account	 	 	 	 	 11	 98.8	 94.2
Special reserve	 	 	 	 	 11	 43.6	 43.6
Revaluation reserve	 	 	 	 	 11	 –	 2.9
Other reserves	 	 	 	 	 11	 12.8	 10.8
Profit and loss account	 	 	 	 	 11	 304.0	 355.5
Total shareholders’ funds 	 	 	 	 	 	 487.6	 535.3

Approved by a duly appointed and authorised committee of the Board on 14 March 2008 and signed on its behalf by:

Gordon Page
Warren Tucker
Directors

Registered Number in England: 30470

Parent company balance sheet (under UK GAAP)	
As at 31 December 2007
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£m	 	 	 	 	 Note	 2007	 2006
(Loss)/profit for the financial year	 	 	 	 	 	 (11.8)	 39.1

Movement on cash flow hedges	 	 	 	 	 11	 (1.8)	 0.4
Movement on deferred tax relating to cash flow hedges	 	 	 	 11	 0.2	 (0.4)
Movement on current tax relating to cash flow hedges	 	 	 	 11	 0.4	 0.3
Total recognised (losses)/gains relating to the year	 	 	 	 	 (13.0)	 39.4

Reconciliation of movements in shareholders’ funds
For the year ended 31 December 2007

£m	 	 	 	 	 Note	 2007	 2006
(Loss)/profit for the financial year	 	 	 	 	 	 (11.8)	 39.1
Dividends	 	 	 	 	 1	 (43.8)	 (39.7)
Net deficit for the financial year	 	 	 	 	 	 (55.6)	 (0.6)
Issue of shares	 	 	 	 	 10	 0.1	 0.2
Premium on issue of shares	 	 	 	 	 11	 4.6	 6.7
Movements in hedging reserve	 	 	 	 	 11	 (1.2)	 0.3
Credit in respect of share-based payments	 	 	 	 	 11	 4.4	 3.1
Net (deduction from)/addition to shareholders’ funds	 	 	 	 	 (47.7)	 9.7

Shareholders’ funds at 1 January 	 	 	 	 	 	 535.3	 525.6
Shareholders’ funds at 31 December 	 	 	 	 	 	 487.6	 535.3

(Loss)/profit for the financial year	
In accordance with the concession granted under Section 230(1) of the Companies Act 1985, the profit and loss account of 
Cobham plc has not been separately presented in these financial statements. 

Note of historical cost profits and losses
For the year ended 31 December 2007

£m	 	 	 	 	 	 2007	 2006
(Loss)/profit on ordinary activities before taxation	 	 	 	 	 (21.2)	 36.9
Realisation of property revaluation gains of previous years	 	 	 	 	 2.9	 –
Difference between historical cost depreciation charge and actual depreciation charge for the year	 	 –	 0.1
Historical cost (loss)/profit on ordinary activities before taxation	 	 	 	 (18.3)	 37.0

Historical cost (loss)/profit for the year after taxation	 	 	 	 	 (8.9)	 39.2

Cash flow statement
In accordance with the exemption under FRS 1 (Revised), the Company’s cash flow statement has not been separately 
presented in these financial statements.

Statement of total recognised gains and losses
For the year ended 31 December 2007



96	 Cobham plc	 Annual Report and Accounts 2007

1. Dividends
The following dividends on Ordinary Shares were authorised and paid during the year:	

£m	 	 	 	 	 	 2007	 2006
Final dividend of 2.64p per share for 2006 (2005: 2.40p) 	 	 	 	 	  30.0 	 27.1
Interim dividend of 1.22p per share for 2007 (2006: 1.11p) 	 	 	 	 	 13.8	 12.6
	 	 	 	 	 	 	 43.8	 39.7

In addition to the above, the Directors are proposing a final dividend in respect of the financial year ended 31 December 2007 	
of 3.28 pence per share which will absorb an estimated £37.2m of shareholders’ funds. This dividend is subject to approval by 
shareholders at the Annual General Meeting and has not been included as a liability in these financial statements. If authorised,	
it will be paid on 1 July 2008 to shareholders who are on the register of members as at 30 May 2008. The total dividend in 
respect of the financial year ended 31 December 2007 will therefore be 4.50 pence per share (2006: 3.75 pence). The total 
amount paid in respect of 2007 will be £51.0m (2006: £42.6m).

2. Employment costs
The average number of employees, including Directors during the year was 60 (2006: 54). All staff were employed in 
administrative functions. Costs for these employees were as follows: 

£m	 	 	 	 	 Note	 2007	 2006
Wages and salaries	 	 	 	 	 	 8.6	 7.9
Social security costs	 	 	 	 	 	 1.0	 0.9
Pension costs	 	 	 	 	 	 0.9	 0.7
Share-based payments 	 	 	 	 	 3	 1.4	 1.1
	 	 	 	 	 	 	 11.9	 10.6

Disclosures in respect of Directors’ emoluments can be found in the Directors’ remuneration report on pages 35 to 41 of the 
Group financial statements.

Disclosures in respect of key management emoluments can be found in note 37 to the Group financial statements.

Defined benefit pension scheme
The Company operates and participates in the Cobham Pension Plan. The pension scheme is of the defined benefit type and 	
its assets are held in a separate trustee administered fund. The fund is valued every three years by a professionally qualified 
independent actuary, the rates of contribution payable being determined by the actuary. The latest effective date of the actuarial 
assessment of the scheme was 1 April 2006. This assessment was updated to 31 December 2007 at which date the net 
liabilities of the scheme were assessed to be £30.6m. The Directors of the companies involved in the Group scheme will 
continue to monitor the level of the pension deficit and take advice from independent actuaries as appropriate.

The scheme has been accounted for as if it was a defined contribution scheme and the charge to the profit and loss account 
therefore reflects payments for the year.

The cost of contributions to the Group scheme for 2007 amounted to £0.6m (2006: £0.6m) of normal funding and a special 
contribution of £5.3m (2006: £11.5m) in order to reduce the scheme deficit. Contributions to current benefit accruals represent 
14.81% of pensionable salary (2006: 16.65%). No contributions were outstanding at the end of 2007 or 2006.

Defined contribution pension scheme
The Company also operates and participates in the Cobham Pension Plan Money Purchase Section. The assets of the scheme 	
are held separately from those of the Company in an independently administered fund. The pension costs charged represent 
contributions payable by the Company to the fund and amounted to £0.3m (2006: £0.1m). No contributions were outstanding 	
at the end of 2007 or 2006.

Notes to the parent company financial statements
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3. Share-based payments
Equity settled share-based payment schemes
Employees of Cobham plc participate in the following incentive schemes which are operated by the Group for certain senior 
executives:

 The Cobham Performance Share Plan (PSP);
 The Cobham Long-Term Incentive Plan (LTIP); and 
 The Cobham Executive Share Option Scheme (ESOS).

The PSP was approved at the AGM held on 6 June 2007 and replaces the LTIP scheme.

Employees also participate in the Cobham Savings Related Share Option Scheme (ShareSave) operated by the Group which 	
is open to all employees of participating subsidiaries. 

The Company recognised total expenses of £1.4m (2006: £1.1m) related to equity settled share-based payment transactions 
during the year. 

Further details of these schemes can be found in the Directors’ remuneration report on pages 35 to 41 and in the Group financial 
statements on pages 63 to 66.

Details of the share options held by the Company’s employees are as follows:

Number of share options	 	 	 	 PSP	 LTIP	 ESOS	 ShareSave
At 1 January 2006	 	 	 	 –	 2,866,550 	 2,615,096 	 227,674 
Awards granted	 	 	 	 –	 778,082 	 1,123,712 	 66,319 
Awards forfeited	 	 	 	 –	 –	 (2,870)	 (7,540)
Exercised 	 	 	 	 –	 –	 (48,290)	 (21,880)
Expired 	 	 	 	 –	 (963,590)	 –	 – 
At 1 January 2007	 	 	 	 –	 2,681,042 	 3,687,648 	 264,573 
Awards granted	 	 	 	 907,730 	 –	 1,469,814 	 70,542 
Awards forfeited	 	 	 	 (35,697)	 (135,997)	 (172,412)	 (9,779)
Exercised 	 	 	 	 –	 –	 (687,320)	 (30,380)
Expired 	 	 	 	 –	 (939,720)	 –	 – 
Employees transferred from other Group companies	 	 	 –	 158,862 	 661,745 	 – 
At 31 December 2007	 	 	 	 872,033 	 1,764,187 	 4,959,475 	 294,956 
	
Exercisable at 31 December 2007	 	 	 	 –	 –	 1,104,300 	 – 
Exercisable at 31 December 2006	 	 	 	 –	 –	 373,800 	 – 

The weighted average remaining contractual life in years of awards is as follows:
Outstanding at 31 December 2007	 	 	 	 2.38	 0.79	 8.00	 2.55
Outstanding at 31 December 2006	 	 	 	 –	 1.30	 8.28	 2.73

Under the ESOS and ShareSave schemes, exercises were made at various times throughout the year. The average share price in 
that period was £2.036 (2006: £1.777). 

All awards under the PSP and LTIP schemes have a nil exercise price. The weighted average exercise prices of awards under the 
ESOS and ShareSave schemes are as follows:

£	 	 	 	 	 	 ESOS	 ShareSave
At 1 January 2006	 	 	 	 	 	 1.316 	 0.999 
Awards granted	 	 	 	 	 	 1.858 	 1.530 
Awards forfeited	 	 	 	 	 	 1.186 	 1.240 
Exercised 	 	 	 	 	 	 1.134 	 0.717 
At 1 January 2007	 	 	 	 	 	 1.484 	 1.148 
Awards granted	 	 	 	 	 	 2.045 	 1.630 
Awards forfeited	 	 	 	 	 	 1.603 	 1.146
Exercised 	 	 	 	 	 	 1.192 	 0.875
Employees transferred from other Group companies	 	 	 	 	 1.400 	 – 
At 31 December 2007	 	 	 	 	 	 1.663 	 1.292 

Exercisable as at 31 December 2007	 	 	 	 	 	 1.352 	 – 
Exercisable as at 31 December 2006	 	 	 	 	 	 1.125 	 – 
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3. Share-based payments (continued)
The range of exercise prices for ESOS and ShareSave awards are as follows:

£	 	 	 	 	 	 ESOS	 ShareSave
Outstanding at 31 December 2007	
Lowest exercise price	 	 	 	 	 	 1.347	 0.769
Highest exercise price	 	 	 	 	 	 2.045	 1.630

Outstanding at 31 December 2006
Lowest exercise price	 	 	 	 	 	 0.912	 0.691
Highest exercise price	 	 	 	 	 	 1.898	 1.530

Details, including methods and assumptions used in the calculation of fair values, of the awards granted during the current and 
comparative year are shown in note 11 to the Group financial statements. 
 	
Cash settled share-based payment schemes
One employee of the Company participated in the Group’s share appreciation rights (SARs) plan in 2006 and was granted 16,867 
SARs on 14 November 2006. The number of awards outstanding at 31 December 2007 was 16,867 (2006: 16,867). These have 
an exercise price of £1.898 and the fair value of each SAR at 31 December 2007 was £0.51 (2006: £0.52). The expense for the 
year for these rights totalled £3,000 (2006: £3,000) and is based on the fair value of the outstanding liability at the balance sheet 
date of £6,000 (2006: £3,000). No awards were made under this scheme in 2007 to employees of Cobham plc.

Further details, including methods and assumptions used in the calculation of fair values, of the SARs can be found in note 11 to 
the Group financial statements. 

4. Investments in Group undertakings

£m	 	 	 	 	 Shares	 Options	 Total
At 1 January 2007	 	 	 	 	 742.7	 7.0	 749.7
Additions in the year	 	 	 	 	 16.5	 –	 16.5
Options granted to employees of subsidiary undertakings	 	 	 	 –	 2.5	 2.5
At 31 December 2007	 	 	 	 	 759.2	 9.5	 768.7

The Directors consider that the carrying value of investments is not less than their fair value. The market capitalisation of the 
Group as a whole is given in the Group financial record on page 90.

A list of significant subsidiaries is provided in note 39 to the Group financial statements.

5. Tangible fixed assets
	 	 	 	 	 	 Plant	 	
	 	 	 	 	 Investment	 and	 	
£m	 	 	 	 	 properties	 machinery	 Total
Cost or valuation
At 1 January 2007	 	 	 	 	 7.0	 0.8	 7.8
Additions	 	 	 	 	 –	 0.2	 0.2
Disposals	 	 	 	 	 (7.0)	 (0.1)	 (7.1)
At 31 December 2007	 	 	 	 	 –	 0.9	 0.9

Accumulated depreciation
At 1 January 2007	 	 	 	 	 –	 0.4	 0.4
Charge for the year	 	 	 	 	 –	 0.1	 0.1
At 31 December 2007	 	 	 	 	 –	 0.5	 0.5

Net book amount
At 31 December 2007	 	 	 	 	 –	 0.4	 0.4
At 31 December 2006	 	 	 	 	 7.0	 0.4	 7.4

The Company had capital commitments of £0.5m at 31 December 2007 (2006: £0.1m).

During the finanical year, the investment property was sold to a subsidiary at book value which approximated to fair value at the 
date of disposal. In 2006, the investment property had a historical cost of £4.1m. 

Notes to the parent company financial statements 
continued



99	 Cobham plc	 Annual Report and Accounts 2007

6. Debtors

£m	 	 	 	 	 Note	 2007	 2006
Amounts owed by subsidiary undertakings	 	 	 	 	 	 276.8	 376.3
Prepayments and accrued income	 	 	 	 	 	 2.1	 2.4
Corporation tax receivable	 	 	 	 	 	 –	 4.7
Deferred tax	 	 	 	 	 9	 5.8	 4.2
	 	 	 	 	 	 	 284.7	 387.6

Interest is charged on amounts owed by subsidiary undertakings at rates varying between 6% and 9%. These amounts are 
unsecured and are repayable on demand.

The Directors consider that the carrying value of debtors approximates to their fair value. All amounts are due within one year.

7. Creditors: Amounts falling due within one year

£m	 	 	 	 	 	 2007	 2006
Bank overdrafts	 	 	 	 	 	 310.8	 207.2
Bank loans repayable on demand	 	 	 	 	 	 226.4	 217.3
Senior notes	 	 	 	 	 	 2.5	 1.9
Total borrowings	 	 	 	 	 	 539.7	 426.4
Trade creditors	 	 	 	 	 	 1.8	 2.6
Amounts owed to subsidiary undertakings	 	 	 	 	 	 262.3	 260.0
Payroll and other taxes, including social security	 	 	 	 	 0.8	 0.4
Corporation tax payable	 	 	 	 	 	 7.1	 –
Accruals and deferred income	 	 	 	 	 	 13.0	 8.4
	 	 	 	 	 	 	 824.7	 697.8

Bank loans repayable on demand include a five-year £300m revolving multi-currency credit facility entered into for general 
corporate purposes in 2005, with extensions of up to two years at the option of the lenders. During 2006 and 2007 the facility 	
was extended by one year and now expires in 2012. Interest is payable at the applicable LIBOR rate of the drawn currencies, 	
plus margin. As at 31 December 2007, £226.4m (2006: £217.3m) had been drawn on this facility. 

Senior notes falling due within one year and repayable by instalments were issued in March 1996 and comprised two tranches 	
of notes of US$25m each, one of which has been repaid in full. The remaining notes, of which US$20m has been repaid, 	
are repayable within one year. These notes carry a fixed interest rate of 6.42%. 	

Interest is payable on amounts owed to subsidiary undertakings at rates varying between 5% and 8%. These amounts are 
unsecured and are repayable on demand.

The Directors consider that the carrying value of creditors not held at fair value approximates to their fair value.

8. Creditors: Amounts falling due after more than one year

£m	 	 	 	 	 	 2007	 2006
Senior notes	 	 	 	 	 	 114.3	 115.2
Amounts owed to subsidiary undertakings	 	 	 	 	 	 3.4	 3.4
	 	 	 	 	 	 	 117.7	 118.6

Senior notes falling due after more than one year were issued in October 2002 and are repayable on maturity. The facility 
comprises two tranches of notes; one for US$55m which has a bullet repayment after seven years and the other for US$170m 
which has a bullet repayment after ten years. The notes carry a fixed interest rate of 5.14% in respect of the seven-year notes 
and a rate of 5.58% in respect of the ten-year notes. These fixed rates have been swapped into rates that vary with LIBOR.

Senior notes falling due after more than one year are repayable as follows:

£m	 	 	 	 	 	 2007	 2006
Between one and two years	 	 	 	 	 	 27.9	 1.9
Between two and five years	 	 	 	 	 	 86.4	 26.7
After five years	 	 	 	 	 	 –	 86.6
	 	 	 	 	 	 	 114.3	 115.2

The Directors consider that the carrying value of creditors approximates to their fair value.
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9. Provisions for liabilities and charges
£m	 	 	 	 	 Deferred tax	 Other	 Total
At 1 January 2007	 	 	 	 	 4.3	 8.6	 12.9
Credit to profit and loss account	 	 	 	 	 (1.3)	 –	 (1.3)
At 31 December 2007	 	 	 	 	 3.0	 8.6	 11.6

Other provisions
Other provisions relate to indemnities given on the disposal of the Fluid and Air group in 2005. All amounts have been determined 
based on the Directors’ current estimates of likely outcomes and are expected to unwind over a period of more than one year.

Deferred taxation
£m	 	 	 	 	 Note	 2007	 2006
Deferred tax assets	 	 	 	 	 6	 5.8	 4.2
Deferred tax liabilities	 	 	 	 	 	 (3.0)	 (4.3)
	 	 	 	 	 	 	 2.8	 (0.1)

The net amount provided for represents:

£m	 	 	 	 	 	 2007	 2006
Accelerated capital allowances	 	 	 	 	 	 –	 (0.6)
Other timing differences	 	 	 	 	 	 2.8	 0.5
	 	 	 	 	 	 	 2.8	 (0.1)

Deferred tax assets relate primarily to deferred taxation on pension and share-based payments, and are expected to reverse over 
a period of up to ten years. Movements in deferred tax assets are as follows:

£m	 	 	 	 	 	 	 Total
At 1 January 2007	 	 	 	 	 	 	 4.2
Credit to profit and loss account	 	 	 	 	 	 	 1.6
At 31 December 2007	 	 	 	 	 	 	 5.8

10. Share capital
£m	 	 	 	 	 	 2007	 2006
Authorised
Equity
1,479,200,000 (2006: 1,479,200,000) Ordinary Shares of par value 2.5p	 	 	 	 37.0	 37.0
Non equity
20,000 (2006: 20,000) 6% second cumulative preference shares of £1	 	 	 	 –	 –

Allotted, issued and fully paid
Equity
1,135,355,340 (2006: 1,130,609,139) 2.5p Ordinary Shares	 	 	 	 	 28.4	 28.3
Non equity
19,700 (2006: 19,700) 6% second cumulative preference shares of £1	 	 	 	 –	 –

The Company has one class of Ordinary Shares which carry no right to fixed income, representing 99.9% of the total issued share capital. 
On a show of hands every member holding Ordinary Shares who is present in person or by a duly authorised representative has one vote 
and on a poll every member who is present in person or by proxy has one vote for every £1 in nominal value of the shares of which the 
member is the holder.

During the year, 2,232,859 (2006: 4,872,201) Ordinary Shares were issued in connection with the Cobham Savings Related Share Option 
Scheme (ShareSave) and 2,513,342 (2006: 2,877,448) were issued in connection with the Executive Share Option Schemes. The nominal 
value of such shares was £0.1m (2006: £0.2m) and the cash consideration received net of costs was £4.7m (2006: £6.9m).

19,700 6% second cumulative preference shares have been issued, representing 0.1% of the total issued share capital. 	
These are non-redeemable and are classified as borrowings with a value of £19,700.

The shareholders of the 6% second cumulative preference shares are entitled to receive a fixed cumulative preference dividend at the rate 
of 6% per annum in priority to the payment of dividends on the Ordinary Shares. In addition, on a return of assets on the liquidation or 
otherwise of the Company, the assets available for distribution are to be applied first in repaying to the holders of the 6% second 
cumulative preference shares the amounts paid up on their shares. On a show of hands every member holding 6% second cumulative 
preference shares who is present in person has one vote and on a poll, every member has one vote for every £1 in nominal amount of the 
shares of which the member is the holder. 

Notes to the parent company financial statements 
continued
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11. Reserves
	 	 	 	 	 	 Other reserves	
	 	 	 	 Share	 	 	 	 Share	 Profit	
	 	 	 	 premium	 Special	Revaluation	 Hedging	 option	 and loss	
£m		 	 Note	 account	 reserve	 reserve	 reserve	 reserve	 account
At 1 January 2006	 	 	 87.5	 43.6	 2.9	 1.2	 6.2	 356.1
Profit for the financial year	 	 	 –	 –	 –	 –	 –	 39.1
Dividends	 	 	 –	 –	 –	 –	 –	 (39.7)
Premium on issue of shares	 	 	 6.7	 –	 –	 –	 –	 –
Movement in fair value of cash flow hedging derivatives	 	 12	 –	 –	 –	 1.3	 –	 –
Tax effect of movement in fair value of cash flow hedging derivatives	 	 –	 –	 –	 (0.4)	 –	 –
Recycling of fair values to profit and loss account	 	 12	 –	 –	 –	 (0.9)	 –	 –
Tax effect of recycling of fair values to profit and loss account	 	 –	 –	 –	 0.3	 –	 –
Credit to reserves for the year for share-based payments	 	 	  –	 –	 –	 –	 3.1	 –
At 1 January 2007	 	 	 94.2	 43.6	 2.9	 1.5	 9.3	 355.5
Loss for the financial year	 	 	 –	 –	 –	 –	 –	 (11.8)
Dividends	 	 	 –	 –	 –	 –	 –	 (43.8)
Transfer of realised revaluation reserve	 	 	 –	 –	 (2.9)	 –	 –	 2.9
Premium on issue of shares	 	 	 4.6	 –	 –	 –	 –	 –
Movement in fair value of cash flow hedging derivatives	 	 12	 –	 –	 –	 (0.6)	 –	 –
Tax effect of movement in fair value of cash flow hedging derivatives		 –	 –	 –	 0.2	 –	 –
Recycling of fair values to profit and loss account	 	 12	 –	 –	 –	 (1.2)	 –	 –
Tax effect of recycling of fair values to profit and loss account	 	 –	 –	 –	 0.4	 –	 –
Credit to reserves for the year for share-based payments	 	 	 –	 –	 –	 –	 4.4	 –
Transfer of realised share option reserve	 	 	 –	 –	 –	 –	 (1.2)	 1.2
At 31 December 2007	 	 	 98.8	 43.6	 –	 0.3	 12.5	 304.0

The impact of foreign exchange to the (loss)/profit for the financial year is a £0.4m loss (2006: £1.9m gain).

Reserves are wholly attributable to equity interests.

The special reserve was created in 1996, with the sanction of the High Court, against which goodwill arising on subsequent 
acquisitions may be charged	.

The share option reserve relates to provisions made in accordance with FRS 20 for shares allocated to the Company’s employees 
under the Group’s share option schemes. Where share options which gave rise to charges under FRS 20 have been exercised, 
the appropriate proportion of the share option reserve is transferred to retained earnings.

12. Derivative financial instruments
Movements in fair values
	 	 	 	 Interest rate swaps	 	
	 	 	 	 	 	 Currency	
	 	 	 	 Cash flow	 Fair value	 translation	 	
£m	 	 	 	 hedge	 hedge	 derivatives	 Total
Fair value at 1 January 2006	 	 	 	 1.7	 (2.5)	 1.4	 0.6
Movements in year to 31 December 2006	 	 	 	 	 	 	
	 Fair value gain/(loss) through profit and loss account	 	 	 (0.9)	 (0.6)	 11.0	 9.5
	 Fair value gain through reserves	 	 	 	 1.3	 –	 –	 1.3
Fair value at 31 December 2006	 	 	 	 2.1	 (3.1)	 12.4	 11.4
Movements in year to 31 December 2007	 	 	 	 	 	 	
	 Fair value gain/(loss) through profit and loss account	 	 	 (1.2)	 4.2	 (6.0)	 (3.0)
	 Fair value loss through reserves	 	 	 	 (0.6)	 –	 –	 (0.6)
Fair value at 31 December 2007	 	 	 	 0.3	 1.1	 6.4	 7.8

Interest rate swaps are designated as fair value and cash flow hedging instruments and hedge accounting is applied. 	
Movements in fair values are matched against the corresponding liability or reflected in reserves as appropriate. 	 	 	
	 	 	 	
Currency translation derivatives are not accounted for using hedge accounting and movements in fair values are reflected in 	
the profit and loss account.
	 	 	 	 	 	 	
The fair values of the currency and interest rate derivatives are established using valuation techniques, primarily discounting 	
cash flows, based on assumptions that are supported by observable market prices or rates.
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12. Derivative financial instruments (continued)
Balance sheet analysis
	 	 	 	 Interest rate swaps	 	
	 	 	 	 	 	 Currency	 	
	 	 	 	 Cash flow	 Fair value	 translation	 	
£m	 	 	 	 hedge	 hedge	 derivatives	 Total
Derivative financial instruments – fixed assets		 	 	 2.1	 0.8	 4.1	 7.0
Derivative financial instruments – current assets	 	 	 0.2	 0.3	 4.0	 4.5
Derivative financial instruments – current liabilities	 	 	 (0.8)	 –	 (1.0)	 (1.8)
Derivative financial instruments – non-current liabilities	 	 	 (1.2)	 –	 (0.7)	 (1.9)
Fair value at 31 December 2007	 	 	 	 0.3	 1.1	 6.4	 7.8

Derivative financial instruments – fixed assets		 	 	 1.6	 –	 6.9	 8.5
Derivative financial instruments – current assets	 	 	 0.6	 –	 6.1	 6.7
Derivative financial instruments – current liabilities	 	 	 –	 (0.7)	 (0.6)	 (1.3)
Derivative financial instruments – non-current liabilities	 	 	 (0.1)	 (2.4)	 –	 (2.5)
Fair value at 31 December 2006	 	 	 	 2.1	 (3.1)	 12.4	 11.4

13. Contingent liabilities
The Company has contingent liabilities in respect of bank and contractual performance guarantees and other matters arising in 
the ordinary course of business entered into, for, or on behalf of, certain Group undertakings. 

As the conditions of the above guarantees are currently being met, no obligating event is forseeable and therefore no contingent 
liability exists at the year end.

14. Related party transactions
The Directors of Cobham plc had no material transactions with the Company during the year, other than as a result of service 
agreements as disclosed in note 37 to the Group financial statements. Details of the Directors’ remuneration are disclosed in 	
the remuneration report. Exemption has been taken under FRS 8 from disclosing related party transactions with other 	
Group companies.

15. Events after the balance sheet date
Since the end of the financial year, the Company has concluded a US$700m acquisition financing facility through to 30 June 
2009. The facility is provided by Barclays Capital, BNP Paribas, Dresdner Kleinwort and Royal Bank of Scotland. This new 	
facility provides capacity to fund recent, as mentioned in note 38 to the Group financial statements, and future acquisitions.

Notes to the parent company financial statements 
continued
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Shareholder information

Analysis of shareholders
(a) At 31 December 2007, 6,275 ordinary shareholders were on the register compared with 6,077 at 31 December 2006.
(b) Analysis of ordinary shareholders on the register at 31 December 2007:

	 	 	 	 	 	 Percentage	 Number of	 Percentage	
	 	 	 	 	Number of	 registered 	 Ordinary	 of Ordinary	
	 	 	 	 	registered	 holders	 Shares	 Shares	
	 	 	 	 	 holders	 %	 held	 %
Size of holding
Up to 1,000	 	 	 	 1,622	 25.85	 801,676	 0.07
1,001 – 10,000	 	 	 	 3,239	 51.62	 12,515,068	 1.10
10,001 – 50,000	 	 	 	 824	 13.13	 17,826,918	 1.57
50,001 – 250,000	 	 	 	 297	 4.73	 35,478,920	 3.13
250.001 – 1,000,000	 	 	 	 139	 2.22	 75,741,180	 6.67
1,000,001 and above	 	 	 	 154	 2.45	 992,991,578	 87.46
	 	 	 	 	 6,275	 100.00	 1,135,355,340	 100.00
Category
Private persons	 	 	 	 4,178	 66.58	 28,693,101	 2.53
Nominees	 	 	 	 1,971	 31.41	 1,085,397,640	 95.60
Pension funds	 	 	 	 2	 0.03	 2,060	 0.00
Other corporate bodies	 	 	 	 124	 1.98	 21,262,539	 1.87
	 	 	 	 	 6,275	 100.00	 1,135,355,340	 100.00
	

Source: Equiniti Limited	

Registrars 
Enquiries concerning shareholdings or dividends should, in 	
the first instance, be addressed to the Company’s registrars, 
Equiniti Limited, Aspect House, Spencer Road, Lancing, West 
Sussex BN99 6DA (telephone: 0871 384 2163). Shareholders 
should promptly notify the registrars of any change of address 
or other particulars. 

The registrars provide a range of shareholders’ services on-line. 
The portfolio service provides access to information on 
investments including balance movements, indicative share 
prices and information on recent dividends and also enables 
address and mandate details to be amended on-line. For further 
information and practical help on transferring shares or updating 
your details, please visit www.shareview.co.uk. The share 
dealing service enables shares to be sold by UK shareholders 
by telephone or over the internet. For telephone sales please 
call 08456 037037 between 8.30 a.m. and 4.30 p.m. For
internet sales please visit www.shareview.co.uk/dealing.

Registered Office
Brook Road, Wimborne, Dorset BH21 2BJ
Tel: +44 (0)1202 882020
Fax: +44 (0)1202 840523
Internet: www.cobham.com
Registered in England No. 30470

Individual Savings Accounts (ISAs)
The Company has introduced corporate sponsored ISAs 
through The Share Centre Limited, an independent 
stockbroker. Further information may be obtained from 	
The Share Centre Limited on +44 (0)1296 414141 or by writing 
to The Share Centre Limited, PO Box 2000, Aylesbury, Bucks 
HP21 8ZB. Alternatively, details can be requested via email: 
cobham@share.co.uk.

Capital Gains Tax
For the information of shareholders who held Cobham plc 
Ordinary Shares on 31 March 1982, the market value, 
adjusted for capitalisation and rights issues, of the Company’s 
Ordinary Shares on that date for capital gains tax purposes, 
unadjusted for the share sub-division of July 2005, was 86.02p.

Financial Calendar
AGM	 7 May 2008
Final dividend 	 1 July 2008
Interim results	 7 August 2008
Interim dividend	 December 2008
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Cobham’s products and services have been  
at the heart of sophisticated military and civil 
systems for more than 70 years, keeping 
people safe, improving communications and 
enhancing the capability of land, sea, air and 
space platforms. The Group has four divisions 
now employing more than ten thousand 
people on five continents, with customers  
and partners in over 100 countries.  
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