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Cobham Leasing Limited

Directors' report for the year ended 31 December 2007

The directors have pleasure in submitting their report, together with the audited financial statements of Cobham
Leasing Limited ("the Company”), for the year ended 31 December 2007

Results and dividends

The Company's results for the year are set out in the profit and loss account on page 7 showing a profit for the
financial year after tax of £1,410,000 (2006 £1,445,000) At 31 December 2007, the Company has net assets of
£4,447,000 (2006 £3,639,000)

Dividends paid and proposed are as set out in note 7

Principal activities and business review

The prncipal activity of the Company continues to be the acquisition of assets for leasing to third parhes The
directors consider the results for the year to be satsfactory The directors expect the Company to conbinue to
trade profitably At the year end the Company was in a strong position to take advantage of suitable expansion
opportunities that may anse

The principal activities are not expected to change in the foreseeable future

Future developments

The directors are confident that next year will again show a strong and profitable performance

Pnncipal nsks and uncertainties

The management of the business and the execution of the Company’s strategy are subject to a number of nsks

The key business nsks and uncertainties affecting the Company are considered to relate to uncertainty
surrounding the UK Government's intentions regarding the likehood and extent of reductions in budgeted
defence spending Further discussion of these nsks and uncertainties, in the context of the group as a whole, 1s
provided on pages 6 and 7 of the Cobham plc 2007 Annual Report which does not form part of this report

Key performance indicators

The directors of the ultimate parent undertaking, Cobham plc, manage the group’s operations on a divisional
basis For this reason, the Company's directors believe that analysis using key performance indicators at the
Company leve! (financial and non-financial) 1s not necessary or appropnate for an understanding of the
development, performance or position of the business of Cobham Leasing Limited The development,
performance and posifton of the Flight Services division of Cobham pic, which includes the Company, 1s
discussed on pages 10, 11, 54 and 55 of the Cobham plc 2007 Annual Report which does not form part of this
report

Financial nsk management

The Company's operations have minimal exposure to a mited number of financial nsks that include pnce nsk,
credit nsk, hquidity nsk and interest rate cash flow nsk Given the size of the Company, the directors have not
delegated the responsibility of monitonng financial nsk management to a sub-committee of the board The
policies set by the board of directors are implemented by the Company's finance department and are akgned to
procedures adopted throughout the Cobham Group

Price nsk

The Company Is exposed to pnce nsk as a result of is operattons Given the size of the Company’s operations,
the costs of managing exposure to pnce nsk exceed any potential benefits The directors will rewisit the
appropnateness of this policy should the Company’s operations change in size or nature  The Company has no
exposure to equity secunties pnce nsks as it holds no listed or other equity iInvestments

Credit nsk

As the majonty of the Company's contracts are with companies within the Cobham plc group, credit nsk 1s
considered to be very low All other customers are credit checked pnor to sales being made in accordance with
laid down procedure




Cobham Leasing Limited

Liquidity risk

The Company retains sufficient cash to ensure it has sufficient available funds for operations and planned
expansions The Company also has access to longer term funding from its ultimate parent undertaking of
required

Interest rate cash flow risk

The Company has both interest bearing assets and interest beanng habilites Interest beanng assets include only
cash balances, all of which eam interest at a floating rate Liabiities take the form of fixed interest rate loans,
such that interest rate nsk 1s substantially covered by customer agreements The Company does not use
denvalive financial iInstruments to manage interest rate costs and as such, no hedge accounting 1s applied

The directors will revisit the appropnateness of this policy should the Company's operations change in size or
nature

Directors
The following directors held office dunng the year and up to the date of signing the financial statements

J Chapman
D T Taylor
Statement of directors’ responsibilities

The directors are responsible for prepanng the Annual Report and the financial statements in accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements in accordance with Umited Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable faw) The financial
statements are required by law to give a true and fair view of the state of affars of the Company and of the profit
or loss of the Company for that penod

In prepanng those financial statements, the directors are required to
+ select sutable accounting policies and then apply them consistently,
« make judgements and estimates that are reasonable and prudent,

= prepare the financial statements on the going concem basis unless it 1 inappropnate to presume that
the Company will continue in business, In which case there should be supporting assumptons or
gualfications as necessary

The directors confirm that they have complied with the above requirements in prepanng the financial statements

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at
any time the financial posihon of the Company and enable them to ensure that the financial statements comply
with the Companies Act 1985 They are also responsible for safeguarding the assets of the Company and hence
for taking reasonable steps for the prevention and detection of fraud and other iregulanties

Disclosure of information to auditors

Each of the persons who 1s a director at the date of approval of this report confirms that

s 5o far as the director 1s aware, there 15 no relevant audit information of which the Company's auditors
are unaware, and

= the director has taken all the steps that he ought to have taken as a director in order to make himself
aware of any relevant audit information and to estabhish that the Company’s auditors are aware of that
information

This confirmation 1s given and should be interpreted in accordance with the provisions of section 234ZA of the
Companies Act 1985
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Independent auditors

In accordance with Section 386 of the Companies Act 1985, as a result of an elective resolution
PncewaterhouseCoopers LLP are deemed re-appointed as auditors to the Company for the forthcoming financial
year

By order of the board

D Harnson
Company Secretary

7 2008




Cobham Leasing Limited

Independent auditors’ report to the members of Cobham Leasing
Limited

We have audited the financial statements of Cobham Leasing Limited for the year ended 31 December 2007,
which compnse the profit and loss account, the balance sheet, the statement of accounting policies and the
related notes These financial statements have been prepared under the accounting policies set out therein

Respective responsibilities of directors and auditors

The directors’ responsibiliies for prepanng the financial statements in accordance with applicable faw and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are set out In the
statement of directors’ responsibilibes

Our responsibility 1s to audit the financial statements in accordance with relevant legal and regulatory
requirements and Intemational Standards on Auditing (UK and ireland} This report, including the opinton, 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 1s shown or into whose hands it may come save
where expressly agreed by our pnor consent in wnting

We report fo you our cpinion as to whether the financial statements give a true and farr view and are properly
prepared in accordance with the Companies Act 1985 We also report to you whether in our opinion the
information given n the directors’ report 1s consistent with the financial statements

In addition we report to you If, in our opimon, the Company has not kept proper accounting records, If we have
not recewved all the information and explanations we require for our audit, or if information specified by law
regarding directors’ remuneration and other transactions 1s not disclosed

We read the directors’ report and consider the implications for our report If we become aware of any apparent
misstatements within it

Basis of audit opinion

We conducted our audit in accordance with Intemational Standards on Auditing (UK and Ireland) 1ssued by the
Auditing Practices Board An audit includes examinahon, on a test basis of evidence relevant to the amounts and
disclosures in the financial statements It also includes an assessment of the significant estmates and judgments
made by the directors in the preparation of the financial statements, and of whether the accounting policies are
appropnate 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 evwidence to give reasonable assurance that the financial
statements are free from matenal misstatement, whether caused by fraud or other iregulanty or error In forming
our opinicn we also evaluated the overall adequacy of the presentation of information in the financial statements

Opinion
In our opinian

+ The financial statements give a true and farr view, in accordance with United Kingdom Generally
Accepted Accounting Practice, of the state of the Company's affairs as at 31 December 2007 and of its
profit for the year then ended,

+ The financial statements have been properly prepared in accordance with the Companies Act 1985, and

The information given in the directors' report I1s consistent with the financial statements

PWQAMQW&O (J"F
PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors

Southampton

Es ’SoL\.)

2008




Cobham Leasing Limited

Statement of accounting policies

Accounting convention

The financial statements have been prepared on the going concem basis, under the histoncal cost conventon
and in accordance with the Comparnes Act 1985 and applicable UK accountng standards The pnncipal
accounting policies, which have been apphed consistently throughout the year, are set out below

Turnover

Operating lease rental is accounted for on a straight-line basis with any rental increases being recogmised dunng
the pencd to which they relate Tumover 1s stated exclusive of value added tax The recharging of other costs
related to fixed assets 1s taken to turmover in proportion to the fair value of the nght to consideration

Current taxation
Corporation tax payable is provided on taxable profits at the current rate
Deferred taxation

Deferred tax 1s recognised in respect of all tming differences that have onginated 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 nght to pay
less tax in the future have occurred at the balance sheet date

A net deferred tax asset 1s recogrused as recoverable and therefore recognised only when, on the basis of all
availlable evidence, 1t can be regarded as more likely than not that there will be suitable taxable profits against
which to recover camed forward tax losses and from which the future reversal of underlying timung differences
can be deducted

Deferred tax 1s measured at the average tax rates that are expected to apply in the penods 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 1s measured on an undiscounted basis

Tangible assets and depreciation

Tangible assets are stated at their purchase cost together with any directly attnbutable costs of acquisition, net of
depreciation and prowvisions, where required, for any impaiment

Assets held for use \n operating leases {mainly awcraft and equpment) are included in tangible assets and have
the charactenstics of financial assets in accordance with SORP “Accounting 1ssues in the asset finance and
leasing industry™ 1ssued Apnl 2000, depreciation 1s charged so as to ensure a constant rate of return over the
lease term, generally 5 to 15 years

Expected useful economic lives are reassessed annually to ensure they remain appropnate

Financial assets and liabilities

Financial assets and liabilities are presented in accordance with paragraphs 15-50 of FRS25 as the Company
has not adopted FRS26

Provisions

Provistons are recognised when the Company has a present obligation as a result of a past event, it 1s probable
that a transfer of economic benefits will be required to settle the obligation, and a reliable estimate can be made
of the amount of the obligation Discounting 1s not performed

Estimation techniques

In certan circumstances the measurement of values cannot be made with absolute certainty either because
absolute costs are unknown, or they require a degree of subjective review In these instances the directors utilise
the skills, knowledge and expenence of suitably qualified persons to generate appropnate values All appropnate
accounting standards are adhered to in generating such values
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Statement of accounting policies (continued)

Capitalised interest

An amount of interest attnbutable to plant and machinery i the course of devetopment 1s transferred to the cost
of plant and machinery For this purpose the interest rate apphied to funds provided for plant and machinery
development 1s amved at by reference to the actual rate payable on borrowings for development purposes




Cobham Leasing Limited

Profit and loss account
for the year ended 31 December 2007

2007 20086

Notes £000 £000

Turnover 1 10,789 8,264
Cost of sales (8,466) (6,088)

Gross profit 2,323 2,176
Admimistrative expenses {540) (157)

Cperating profit 2 1,783 2,049

Net Interest receivable and similar income 3 127 46

Profit on ordinary activities before taxation 1,910 2,065
Tax on profit on ordinary activities 4 {500) (620)

Profit for the financial year 16 1,410 1,445

All the Company’s activities are classed as conbnuing in the current and comparative year

The profit on ordinary activities before taxation and the retained profit for the financial year have been computed

on the histoncal cost basis

The Company has no recognised gains or losses other than the amcunts above and therefore no separate

statement of total recognised gains and losses has been prepared
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Balance sheet as at 31 December 2007

2007 2006

Notes £000 £000 £000 £000
Fixed assets
Tangible assets 8 13,788 17,110
Current assets
Debtors amounts faling due within one year 9 1,944 1,337
Debtors amounts falling due after one year 9 9,255 10,111
Cash at bank and m hand 4,435 1,615

15,634 13,063

Creditors amounts falling due within one year 10 (5,130) (6,572)
Net current assets 10,504 6,491
Total assets less current habilities 24,292 23,601
Creditors amounts falling due after more than
one year 11 {(17,257) (16,487)
Provisions for liabilities 12 (2,588) (3,475}
Net assets 4,447 3,639
Capital and reserves
Called up share capital 13 - -
Profit and loss account 15 4,447 3,639
Total shareholders’ funds 16 4,447 3,639

The financial statements on pages 5 to 15 were approved by the board on 77 —

its behalf by

(o)
J Chapman DT Taylor
Director Director

The notes on pages 9 to 15 form part of these financial statements

2008 and were signed on




Cobham Leasing Limited

Notes to the financial statements for the year ended
31 December 2007

1. Turnover

All sales are made in the United Kingdom and relate to the leasing of assets to third parties

2007 2006
£000 £000
Operating lease rentals 7,446 5,339
Recovery of other cosls relating to leased assets 3,343 2,925
10,789 8,264
2.  Operating profit
2007 2006
£000 £000
Operating profit is stated after charging/{crediting)
Depreciation and impairment 3,842 1,511
Loss on disposal of tangible fixed assets 30 {10)
Auditors’ remuneration fees for the audit of the Company’s annual accounts 4 4

Fees paid to the Company's auditor, PncewaterhouseCoopers LLP and its asscciates for services other than the
statutory audit of the Company are not disclosed 1n these accounts since the consolidated group financial
statements of the ultimate parent undertaking, Cobham plc, disclose the non-audit fees on a consolidated basis

3. Net interest receivable

2007 2006
£000 £000
Interast payable to group undertakings {1,413) (1.520)
Leasing business interest treated as cost of sales 1,413 1,520
Bank interest receivable 127 46
127 46
4. Tax on profit on ordinary activities
2007 20086
£000 £000
Current tax
Corporation tax on profits for the year at 30% (2006 30%) 1,387 517
Double taxation relief - (17}
Total taxation 1,387 500
Foreign tax suffered - 17
Total current tax 1,387 517
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4. Tax on profit on ordinary activities (continued)

2007 2006
£000 £000
Deferred tax
Captal allowances for the year in excess of depreciation (878) 100
{Loss) / profit on disposal of assets (9) 3
Total deferred tax (note 12) {887) 103
Tax on profit on ordinary activities 500 620

The tax assessed for the year 1s higher (2006 lower) than the standard rate of corporation tax in the UK of 30%
(2006 30%) The differences are explained below -

2007 2006
£000 £000
Profit on ordinary activities before taxation 1,910 2,065
Profit on ordinary actviies multiplied by the standard rate in the UK 30%
(2006 30%) 573 620
Effects of
Timing differences on fixed assets and other timing differences 706 {103)
White off of debtor not deductible for tax purposes 108 -
Current tax charge for the year 1,387 517

Factors that may affect future tax charges

The standard rate of corporation tax in the UK has changed from 30% to 28% from 1 Apri 2008 which will reduce
future tax charges

Based on current capital investment plans, the Company expects to continue to be able to clam capital
allowances in excess of depreciation tn future years at a similar level to the current year

HM Revenue and Customs have enquired into the Company’s tax return for the year ended 31 December 2000
and all subsequent years Whilst the directors remain confident in the fiing posiion they have adopted, the
additional tax labiity which may anse 1s £2,805,000 (2006 £2,563,000)

5. Directors’ emoluments

All directors in office at the year end are employed by, and receive their emoluments from, another group
undertaking No other amounts have been paid or are owed at 31 December 2007 (2006 £nil) in respect of
services supplied by the directors to the Company, since their services are incidental to their services to the
group as a whole

6. Employee costs

The Company has no employees (2006 ml) The Company utihses staff employed by FR Aviation Limited These
costs are not disclosed as employment costs of this Company as they are disclosed as employment casts of the
employing company

10
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7. Dividends

2007 2006
£000 £000
Finat dividend for pnor year of £301,000 (2006 £270,000) per share 602 540

There are no dividends approved but unpaid as at 31 December 2007 (2006 £nil) The directors have not

proposed a final dividend for 2007
Dividends are accounted for within the reconciliation of the movements in shareholders’ funds (see note 16)

8. Tangible assets

Plant and
machinery
£000
Cost
At 1 January 2007 30,298
Additions 550
Disposals {2,220}
At 31 December 2007 28,628
Accumulated depreciation
At 1 January 2007 13,188
Charge for the year 3,021
Impairment 821
Disposals (2,190)
At 31 December 2007 14,840
Net book amount
At 31 December 2007 13,788
At 31 December 2006 17,110

The above assets are held for letting under operating leases

Included in cost of assets 1s £365,000 (2006 £365,000) of interest capitalised

Included wathin the depreciation charge for the year are mpairment charges of £672,000 on asset G-FRBA and

£149,000 on asset 9M-FRA

1




Cobham Leasing Limited

8. Debtors
Amounts falling due within one year
2007 2006
£000 £00C
Restated
Amounts owed by fellow subsidiary undertakings 989 467
Other debtors 53 20
Prepayments and accrued income 902 850
1,944 1,337
Amounts falling due after more than one year,
2007 2006
£000 £000
Prepayments and accrued income 0,255 10,111

The pror year disclosure has been restated for prepayments which were included in other debtors as the

directors consider this disclosure to be more appropnate

Amounts owed by fellow subsidiary undertakings are unsecured, interest free and have no fixed date of

repayment

10. Creditors: amounts falling due within one year

2007 2006

£000 £000
Loan amounts owed to fellow subsidiary undertakings 1,669 2,941
Amounts owed to fellow subsidiary undertakings 410 306
Corporation tax 1,161 406
Accruals and deferred income 1,890 2,919

5,130 6,572

Amounts owed to fellow subsidiary of £410,000 (2006 E306,000) are unsecured, 1nterest free and have no fixed

date of repayment

Loan amounts owed to feilow subsidiary undertakings include three unsecured loan amounts, paying annual
interest at 7 5% on £290,000 (2006 £279,000), 8 5% on £379,000 (2006 £1,662,000) and 5 5% on £1,000,000
(2006 £1,000,000) The 7 5% and 8 5% loans have no fixed repayment date but are anticipated to be repayable
within one year and the 5 5% loan 1s repayable on demand, following a 30 day notice penod

12
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11. Creditors: amounts falling due after more than one year

2007 2006

£000 £000

Loan amounts owed to fellow subsidiary undertakings 16,419 15,806
Accruals and deferred income 838 681
17,257 16,487

Loan amounts owed to fellow subsidiary undertakings include two unsecured loan amounts, paying annual
interest at 7 5% on £7,162,000 (2006 £7,452,000) and 8 5% on £9,257,000 (2006 £8,354,000) The loans have
no fixed repayment date and repayment I1s not anticipated to be within the forthcoming year

Matunity of financial habilites

In one year or less, or on demand 1,669 2,941
in more than one year, but not more that two years 1,317 2,213
In more than two years, but not more than five years 4,673 7,375
In more than five years 10,429 6,218
18,088 18,747
12. Provisions for liabilities
Deferred
taxation
£000
At 1 January 2007 3,475
Charge to the profit and loss account (887)
At 31 December 2007 2,588
Deferred taxation
The deferred tax hability represents
2007 2006
£000 £000
Accelerated capital allowances 2,588 3,475

A full provision has been made for deferred tax

13
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13. Share capital

2007 2006
£ £

Authorised
1,000 Ordinary shares of £1 each 1,000 1,000

Allotted and fully paid
2 Ordinary shares of £1 each 2 2
14. Preference shares

2007 2006
£000 £000

Authorised
14,715,201 7 5% Non-redeemable cumulative 14,715 14,715

preference shares of £1 each

At 31 December 2007 no preference shares were in issue (2006 Nit)

Onissue the 7 5% non-redeemable cumulative preference shareholders are entiled to receive a fixed cumulative
preferential divdend in pnonty to the payment of dividends on the ordinary shares They are entitled to vote at
any general meeting only if a resclution 15 to be proposed abrogating, varying or modifying any of their nghts or
privileges Whenever entitled to vote, avery such shareholder shall have cne vote i respect of each fully-pad
preference share of which he i1s the registered holder On a retun of capital on a winding up, the preference
shareholders are enttled, in pnonty to any payment to the ordinary shareholders, to the repayment of a sum
equal to the nominal amount paid up or credited as paid up on therr shares together with a sum equal to all
arrears or accruals of the fixed dividend

15. Profit and loss account

Profit and

loss

account

£000

As at 1 January 2007 3,639
Profit for the financial year 1,410
Diwidends {602}
As at 31 December 2007 4,447

14
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16. Reconciliation of movements in shareholders’ funds

2007 2006

£000 £000
Profit for the financial year 1,410 1,445
Dividends (602) (540}
Net addition to shareholders’ funds 808 905
Opening shareholders' funds 3,639 2,734
Closing shareholders’ funds 4,447 3,639

17. Contingent liabilities

The Company has, together with other Cobham ple group undertakings, contingent habiities in respect of bank
guarantees entered into in the ordinary course of business It 1s not expected that any matenal hability will anse in
respect thereof

18. Capital commitments

The Company had no capital commitments outstanding at 31 December 2007 or 31 Becember 2006

19. Ultimate parent undertaking

The Company 1s a 100% owned subsidiary of its immediate parent undertaking, FR Awiation Group Limited

The ultmate parent undertaking and controlling party 1s Cobham plc, which is the parent undertaking of the
smallest and largest group to consolidate these financial statements Copies of the Cobham plc consolidated
financial statements can be obtaned from the Company Secretary at Cobham plc, Brook Road, Wimbome,
Dorset BH21 2BJ

20. Cash flow statement and related party disclosures

As noted above, the Company ts a wholly owned subsidiary of FR Aviation Group Limited and 1s included in the
consolidated financial statements of Cobham plc, which are publicly avalable Consequently, the Company has
taken advantage of the exemption from prepanng a cashflow statement under the terms of Financial Reporting
Standard 1 “Cash flow statement (revised 1996)"

The Company has also taken the exemption under the terms of Financial Reporting Standard 8 “Related party

transactions” from disclosing reiated party transactions with entitties that are part of the Cobham plc group or
investees of the Cobham plc group

16




