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Cohort plcis an AIM quoted independent high
technology business operating in defence and

related markets
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Cohort is the parent company of three well
established, wholly owned subsidiaries
providing a wide range of services and
products for UK and international customers.

Find out more about the markets we operate
in on page 2.

MASS

MASS designs, manufactures and supports
electromc systems and software, and provides
specialist services and traiming.

To read more on MASS, visit our website at www.mass.co.uk

SCS

SCS specialises 1n providing advice and support
based on sound techmcal knowledge coupled
with expenence of 1ts practical application.

To read more on SCS, visit cur website at www.scs-ltd.co.uk

SEA

SEA delivers systems engineenng, software and
electromic engineenng services and solutions,
including speciahist design and manufacture.

To read more on SEA, visit our website at www.sea.co.uk
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Financial and operational

Adjusted operating profit” (Em)

£5.0m
+22% e O

29

Net funds (Em)

£6.7m £103.2m
+121% v 8%
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* Adjusted operating profit* up 22% to £5.0m (2010: £4.1m).

* Adjusted earmings per share* up 39% at 10.69 pence
(2010: 7.67 pence).

* Revenue down 17% at £65.1m (2010; £78.1m).

* Proposed final dividend up 14% at 1.60 pence per share
(2010- 1.40 pence).

* Record profit at MASS.
* Return to profitability at SCS after major restructuring.

* Major restructuring and new Managing Director
appointed at SEA.

Excludes exceptional items and amortisation of other intangible assets

Order book at 30 April (Em)
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Cohort at a glance
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Delivering value by pursuing innovation
and growth within a framework of corporate
governance and control

How we operate

Defence

© MOD
All of our businesses operate to a
large extent 1n the defence market,
including secunty Customers include
UK MOD, NATO, EDA and a range of
other national customers 1n Europe
and the rest of the world

Revenue

£51.4m

2010 £64 Tm

Percentage of revenue

79%

2010 B3%

a2

Cohort plc aims to add real value to 1ts subsidianes through
the expenence and contacts of 1ts semor team while providing
a light-touch but effective governance framework. Its abjective
1s to deliver value to shareholders through 1ts three operating

subsidianes MASS, SCS and SEA

Space

©ESA
SEA has a strong capability 1n satetlite
sensors and operating systems, from
research and development through to
product design, delivery and support

Revenue

£7.8m

010 £8 2m

Percentage of revenue

12%

2010 10%

Transport

SEA provides information system
solutions to both rail and road
infrastructure custoemners and
develops, supplies and supports
camera enforcement systems

Revenue

£2.1m

2010 £3 3m

Percentage of revenue
3%
0

2010 4%
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Revenue analysis by market sectors

2011

Defence 79%
Space 12%
Transport 3%
Other 6%

Our strategy

Other

Includes education information systems
and support provided by MASS, as well
as other technical solutions and support
to vanous commercial customers by all
of our businesses

Revenue

£3.8m

2010 £19m

Percentage of revenue

6%

2010 3%

2010
Defence 83%
Space 10%
Transport 4%
Other 3%
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Cohort was founded on the principle that SME-size businesses
can prosper by being part of a larger group, where they can
benefit from financal oversight, management support and the
exchange of information and practices

Cohort aims to achieve this while preserving the mgh-growth
potential of innovative independent businesses

MASS

MASS has achieved another
strong year of growth

SCS

SCS has progressed well after
major restructuning and 1s now
back on a profitable footing

SEA

SEA has just completed a

major restructuring exercise
and appointed a new Managing
Director The new financial year
will see 1mproved performance

Priorities
* Win further orders for THURBON™,
our EW data management system

« Build on our success 1n the UK
education market

* Develop opportunities in Cyber

Priorities
* Continue to win longer-term contracts

+ A focused business development strategy
for igh value sustainable opportunities

* Increase business in non-UK MOD markets

Priorities
* Pursue opportumties n the traiming
and simulation market

* Develop export opportumties far the
Common Simulation Framework system

» Build on the success of the External
Commumcations System on the
Astute programme

03
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Overview
Chairman’s statement

Cohort’s businesses have strong
market positions and the Group
has a healthy cash position

Cohort has had an improved year
averall, though falling short of the Board's

“The closmg order expectations at the beginmng of the year
book of £103.2m MASS had another strong perfermance,

’ growing revenue and profitabihty to record
and pipeline of levels Following management actions
prospects prOVIde taken in early 2010, SCS has returned to
a good platform for profitabiity SEA continued to expernence

" programme difficulties dunng the year and
the coming year. further management and process changes

were made to address these problems in
the second half of the year The SEA trading
result for the year ended 30 Apnl 2011
reflected a cautious stance on programme
status and performance The positive impact

Nick Prest CBE of these changes will be seen 1n the current
Chairman financial year

Key financials

In the year ended 30 Apnl 2011,
In summary Cohort posted revenue of £65 1m

(2010 £78 1m) Thus included revenue
The Board 1s recommending a final dvidend of 1 6 pence of £18 4m (2010 £26 4m) from Systems
per ordinary share (2010- 1 4 pence) Consultants Services Limited (5€S), £23 5m

(2010 £21 5m) from MASS Consultants Limited
MASS traded strangly n the year and posted record (MASS) and £23 2m (2010 £30 2m) from
figures for sales, profits and cash generation SEA (Group) Limited (SEA) MASS grew

1ts revenue by nearly 10% As previously
MASS's recently secured SHEPHERD order underlines MASS’s reported, SCS's revenue was down on
central role in the UK’s Electromc Warfare capability 2010 after withdrawing from a number

of unprofitable revenue streams as well
SCS has returned to profitability and has settled into as experiencing a tougher domestic
1ts new premses under the leadership of Bill Bird market, particularly in military manpower

substitution SEA's revenue was down on
SEA continued to expenence programme difficulties in the 2010 due to delays in programmes combined
first half of 2010/11 and management changes 1n respect of with weaker demand 1n some of 1ts markets,
organisation and processes have continued under Steve Hill especially defence research and transport
SEA ended the year with an order book of £23 4m The Group's adjusted operating profit
(2010 £24.7m), which underpins a good proportion was £5 Om (2010 £41m) This included
of the coming year’s revenue adjusted operating profit from SCS of

£10m (2010 £0 1m), from MASS of £4 2m
(2010 £3 5m) and from SEA of £0 9m
(2010 £1 6m) Cohort Group overheads
were £11m (2010 £11m)

04
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© BAE Systems

The Group operating profit of £2 8m
(2010 £2 9m) was after charging £0 7m
(2010 £0 6m) n respect of restructuring
costs at 5CS and SEA

Profit before tax was £2 7m (2010 £2 7m)
and profit after tax was £2 8m (2010 £2 3m)

Basic earmings per share were 6 79 pence
(2010 5 63 pence)} Adjusted earmngs per
share were 10 69 pence (2010 7 67 pence)
The adjusted earmngs per share were based
upon profit after tax, excluding amortisation
of other intangible assets and exceptional
ems, both net of tax

Order ntake for the year was £55 6m
(2010 £143 6m) The pnor year included
renewals of some long-term managed
service contracts deliverable over a decade

The net funds at the year-end were £6 7m
(2010 £3 Om) after the purchase by MASS
of Abacus EW for imual cash consideration
of £0 9m 1n May 2010

Dividends

The Board 1s recommending a final
dividend of 1 6 pence per ordinary share
(2010 1 4 pence), making the full year
dividend in respect of the year ended

30 Apnl 201t 2 4 pence per ordinary share
(2010 2 95 pence), a 17% 1ncrease This
will be payable on 7 September 2011 to
shareholders on the register at 5 August 2011
subject to approval at the Annual General
Meeting on 1 September 2011

MASS

MASS traded strongly 1n the year and posted
record figures for sales, profit and cash
generation The company moved into its
new premises in September 2010 and 15
well placed to strengthen further its good
position Abacus EW, which was acquired
earlier 1n the year for an imuial consideration

of £0 9m, has been successfully integrated
by MASS and has fulfilled our expectations
in both operating performance and strategic
fit Abacus EW detivered a strong first
year performance of over £0 7m adjusted
operating profit on £1 6m of revenue
MASS’s order book of £69 8m gives it a
good starting point for the cormng year
and the recently secured SHEPHERD order
underlines MASS’s central role in the UK’s
Electromc Warfare capability, as well as
provicing MASS with a firm base from which
to pursue further export opportumties

SCS

Following a difficult year in 2009/10,

SCS has returned to profitability, albeit on
a lower level of revenue SCS has settled
nto its new prermses and under the
leadership of Bill Bird, who was appointed
as Managing Director 1n September 2010,
has continued to progress well

SCS confirmed its strong capabilities in
defence by retaiming 1ts simulation support
contract to the UK MOD's Permanent

Joint Headguarters which 1t won against
competition in March 2011 After shedding
around £2 Om of annual runmng cost last
year, 5CS further abigned 1ts cost base with
1ts revenue streams duning 2010/11 removing
a further £0 8m of annual operating cost
SCS has now consolidated 1tself in terms
of size and offering and 15 1n a position to
grow again and improve 1ts margin

SEA

After a disappointing 2009/10 SEA continued
to expenence programme difficulties in the
first half of 2010/11 As a result, management
changes were made n late 2010, led by
Andy Thomis as acting Managing Director
of SEA These changes were extensive 1n
respect of orgamsation and processes and
the changes have continued under Steve Hill,
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Cohort has strong business positions
on the UK Astute Submarine programme
and with the UK's Defence Electrome
warfare Centre

who was appointed Managing Director 1n
March 2011 We expect SEA’s performance
to 1/mprove 1n the coming year, though
some further alignment of costs to revenue
may be required SEA ended the year with
an order book of £23 4m (2010 £24 7m),
which underpins a good proportion of the
coming year'’s revenue

Management '
As part of the executive team's response to
perfarmance problems, Andy Thoms acted
as Managing Director of both SCS and SEA,
n addition to his role as Chief Executive,
for short penads until succeeded by the
new appointees On behalf of the Board |
welcome both Bill and Steve to the Group
and | would hke to thank all our employees
for thewr hard work and dedication during
a tough period for Cohort

Outlook

The closing order book of £103 2m

(2010 £112 7m) and pipeline of prospects
provide a good platform for the cormng
year, despite continuing uncertainty 1n

the UK defence market, and we will
maintain the drive for improved operational
performance, particularly at SEA The Group
will continue to push the expansion of its
business outside the UK as well as its
non-defence business

Cohort’s businesses have strong market

positions and the Group has a healthy

cash position There 15 a gap between the [
market capitatisation of Cohort and the

Board’s view of the aggregate value of

Cohort’s underlying businesses and the

Board’s priority 15 to close this gap

Nick Prest CBE
Chairman

05




B e e e e e

Cohort plc Annual Report and Accounts 2011

Business review
Chief Executive's review
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Our businesses are leaner and better
equipped for the challenges ahead

“The combination of
a strong order book
and good short-term
opportunities give

me confidence

that the Group can
continue to 1mprove
its performance.”

Andrew Thomis
Chief Executive

In summary

MASS secured the contract to deliver key aspects
of the new information management system for
the UK’s Defence EW Centre

MASS successfully delivered on the first of the schools
for North Lincolnshire under the Buitding Schools for
the Future (BSF) programme

SCS underwent considerable restructuring which
achteved our imtial goal of returming 5CS to a stable,
profitable business

SCS continued to win some key strategic work in the UK
including the renewal of the Permanent Jont Headquarters
traimng simulation

SEA has been awarded further research work in programmes
mncluding Future Dismounted Close Combat as well as
making further progress with 1ts Common Simulation
Framework system

SEA has been selected for another key Network Rail
software programme

06

Overall this has been an improved year

for Cohort MASS again performed well,
producing record revenue, operating profit
and cash while successfully integrating
Abacus EW following its acquisition in

May 2010 MASS's cantinuing success was
undertined by securing the SHEPHERD
contract to deliver key aspects of the
information management upgrade for the
UK MOD’s Electrom¢ Warfare {(EW) Centre,
keeping MASS at the heart of the UK’s EW
operational support This success underpins
MASS's offering to overseas customers
keen to develop their own EW capabities
At 5CS, following the problems reported

in 2005/10 | am pleased to report an
improvement 1n profitabiity, despite a tough
market background in the UK defence sector
SEA had a disappointing year following on
from its below-expectation performance
1 2009/10 Action we took wn 2009/10 to
address the programme 1ssues 1dentified
at the time chd not result in sufficient
performance improvement As a result,
more extensive action was taken during
the year with major changes to0 management,
orgamsation and processes, imtially under
my direction and then 5teve Hill’s, to whom
| handed over as SEA Managing Director

1n March 2011

Group overview
The Group's revenue for the year as
compared te 2009/10 1s summarised
on pages 8 and 9

The tables show the fall in Group revenue
from 2010 to 2011 of £13 Om (17%) The
most significant element of the reduction
was In revenue received directly from the
UK MOD at 5CS and SEA Military manpower
substitution and advisory services were
both affected at 5C5 and at SEA, there was
a reduction in technology solutions work,
particularly on research programmes
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© MOD

This reflects the MOD’s introduction of an
expenditure control regime as it has sought
to implement the Government’s Strategic
Defence and Security Review (SDSR)

More positively the Group mamtained
the levet of revenue recewved indirectly
from the MOD, 1ncluding support to the
UK's deployed operations

The Group continues to position itself to
increase 1ts non-UK MOD defence revenue,
particularly 1ts export defence revenue

Trading subsidiaries

MASS

MASS had another record year, growing
revenue by nearly 10% to £23 5m and
adjusted operating profit by nearly 20%

to £4 2m It occupred 1ts new operating
prermses near St Neots in September 2010
and these provide MASS with the capacity
to continue to grow intoe the future

| am debghted to report a strong

maiden contnbution from Abacus EW
which generated £0 7m of adjusted
operating profit and £0 6m cash on £1 ém
of revenue after integration with MASS's
EW Operational Support business

As already mentioned, 1n June 2011 MASS
secured the contract to deliver key aspects
of the new information management system
for the UK's Defence EW Centre This will be
based upon MASS's own internally developed
product, THURBON™ This provides MASS
with a strong lever to secure export
opportumties based upon THURBON™,

both nside and outside of NATO

MASS successfully delivered on the first

of the schools for North Lincolnshire under
the Building Schools for the Future {BSF)
programme The coalition Government has

© MOD

replaced BSF with a new scheme enabling
indwidual schools to contract under approved
framework agreements, on which MASS 1s
accredited This new market has a different,
competitive landscape to the BSF programme
and MASS has so far secured one project
under this arrangement

sSCS

As | reported last year, SC5 underwent
considerable restructuring during 2009/10
and this was further refined duning the
current year This achieved our imtial goal
of returmng 5C5 to a stable, profitable
business In the last 18 months the business
has shed around £2 8m of annual employment
cost SCS achieved an adjusted operating
profit of £1 Om (2010 £0 1m) on £18 4m
{2010 £26 4m) of revenue Despite the
improvement, the operating margin of just
over 5% remains too low and our objective
15 to move SCS's performance closer to

the double-digit margins achveved n past
years We previously signalled a fall in
revenue due to SCS exiting low profitatility
business but this was compounded by a
drop-off 1n mlitary manpower substitution
by the UK MOD as well as a reduction

In some training exercise work

Despite the tough market, SCS continued
to win some key strategic work 1n the UK
including the renewal of the Permanent
Joint Headquarters traiming ssmulation for
at least the next two years SCS has also
continued to develop 1n related markets
outside UK defence, securing a framework
agreement for NATO, providing traimng

in Africa and support to the secunty
arrangements for the Londen Olympics

5CS continues actively to seek further
overseas oppertumties but the timing of these
15 always uncertain Despite the tight and
sometimes unpredictable market conditions,
| am confident that 5C5's capabitities and
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Cohort remains focused on delivering
value inits core defence markets, but
also continues to grow successfully in
adjacent markets

“Overall this has been an
improved year for Cohort.”

o7
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Business review
Chief Executive’s review continued

Trading subsidiaries around project management and 2011/12 to existing platforms as well as new
SCS continued 1s now set to see an Improvement nstallations onto future builds of this
business model position it well against submarine class and elsewhere
1ts competitors and there are reasonable Despite the difficult defence market,
grounds to think that 1t will continue to grow  SEA has continued to secure some valuable  In transport, SEA has been selected
from the firm base established this year and important orders In defence, 1t has for another key Network Rail software
been awarded further research work n programme and 1n space 1t continues to
SEA programmes including Future Dismounted secure positions on a number of research
The trading performance of SEA in the Close Combat as well as making further and flight programmes, although profitable
first half of this year revealed that further  progress with its Common Simulation delivery in the space division has been one
restructuring was required This was begun  Framework system SEA has continued to of the weaker elements of SEA’s performance
1n October 2610 and so far 1t has reduced deliver to customer requirements on the
the SEA cost base by £1 3m More /mportantly External Commumcations System (ECS) The underlying SEA result, when the impact
1t changed the management structure, for the latest Astute Class Submarine of marking forward exchange contracts to
orgaruisation and processes, particularly and 1s well positioned to delver retrofits market 1s removed was £0 3m (2010 £1 8m)
201
MASS 5Cs SEA Group
£m £m Em £m %

By market sector
Defence (including secunty}

Direct to UK MOD 9.6 12.5 5,7 278

Indirect to UK MOD, where the Group acts as a sub-contractor or partner 5.1 4.5 6.9 165

Total to UK MOD 14.7 17.0 12.6 44 3 68

Export defence 6.5 0.6 - 71 11

Total defence 21,2 176 126 51.4 79

Transport - - 2.1 24

Space - - 78 7.8

Other commercial 2.3 0.8 0.7 3.8

Total non-defence 2.3 0.8 10.6 13.7 21
23,5 18.4 23.2 65.1 100

By type of work

Technology solutions 10.1 - 20.3 30.4 47

Advisory services 2.6 11.3 0.4 14,3 22

Managed services 86 ~ 0.9 9.5 15

Manpower provision - 71 0.1 1.2 1"

Product 2.2 - 1.5 3.7 5
23,5 18.4 23.2 65.1 100
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© MOD

on revenue of £23 2m (2010 £30 2m)

Thus result reflects the programme 1ssues
encountered n the business during the year
and on which management has now taken
a cautious view

Outlook

Action has been taken at SEA to address
the programme and orgamsational 1ssues
These will take some time to work through
the system but the results of this should

be evident in SEA’s trading performance

n the coming year | am pleased at the
turnaround at SCS and 1ts continuing positive
performance, although its visibility of forward

revenue 1n a tight UK MOD market rermains
Limited and 1t must proceed with caution

MASS remains a strong business and | expect
1t to consolidate its recent impressive growth

in the year ahead The combination of a
strong order book and good short-term
opportumties gives me confidence that
despite the tight domestic defence market,
the Group can continue to 1mprove

Its performance

Andrew Thomis
Chief Executive

Cohort plc Annual Report and Accounts 2011
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Cohort’s products and services
continue to provide a real edge
to our customers’ capabilities

2010
MASS SCS SEA Group
fm £m £m fm %

By market sector
Defence (including security)
Direct to UK MOD 1012 203 98 403
Indirect to UK MOD, where the Group acts as a sub-contractor or partner 46 44 78 16 8
Total to UK MOD 14 8 247 176 571 73
Export defence 61 15 - 76 10
Total defence 209 261 176 647 83
Transport - - 33 33
Space - - 812 82
Other commercial 06 02 11 19
Total non-defence 06 02 126 134 17

215 264 302 781 100
By type of work
Technology solutions 71 - 27 4 345 44
Advisory services 16 149 05 170 22
Managed services 90 - o8 98 13
Manpower provision - 15 01 16 15
Product 38 - 14 52 6

215 26 4 302 781 100
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Business review
Finance Director’s review

Simon Walther
Finance Dwrector

In summary
The current year included further cost reduction at both
SCS and SEA

SCS reduced 1ts annual operating costs by £0 8m, on top
of the £2 Om annual reduction achieved 1n 2009/10.

SEA reduced 1ts annual operating cost by £1 3m

MASS’s operating costs now reflect 1its move to its new
freehold property in 5t Neots

10
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Tius review details the sigmficant
financial 1ssues ansing duning the year
ended 30 Apnil 2011

Aspects of the income statement
warranting further explanation
Adjusted operating profit

The adjusted operating profit 1s presented
to reflect the trading profit of the Group and
excludes amortisation of other intangible
assets and exceptional items This enables
the Group to present 1ts tracing performance
1IN a consistent manner year on year

The adjusted operating profit 15 stated after
charging the cost of share-based payments of
£317,000 {2010 £2595,000) which 1s allocated
to each business 1n proportion to its employee
participation in the Group’s share option
schemes The segmental analysts (see note 1)
1s disclosed for each business after deducting
the cost of share-based payments

The adjusted operating profit of SEA (and
the Group) i1s after a net credit of £595,000
{2010 charge of £231,000) 10 respect of
marking forward foreign exchange contracts
to market at 30 April 2011 The underlying
adjusted operating profit of SEA excluding this
exchange adjustment was £289,000 for the
year ended 30 Apnl 2011 (2010 £1,791,000)

The current year included further cost
reduction at both 5CS and SEA, wath 5CS
reducing 1ts annual operating costs in the
second half by a further £0 8m, on top of
the £2 Om annual reduction acheved 1n
2009/10 SEA also undertook restructuning
in the second half of the year, reducing its
annual operating cost by £1 3m MASS's
operating costs now reflect 1its move to

1ts new freehold property n 5t Neots
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Exceptional items (see note 3)
The key 1tems charged as exceptional
items were as follows

* Restructuring cost at SCS of £0 2m
A further 19 posts were removed at
SCS, mostly 1n direct fee-earning staff,
reducing the cost base by approximately
£0 8m per year

* The restructuring cost at SEA of £0 5m
was In respect of 26 posts and reflected
the restructuring cof the business from
1ts previous four market-facing, fully
integrated operating divisions delivering
divisional trading profit (after overheads)
to capabihity-focused divisions responsible
for delivering gross margin on projects
and ensuring resources to deliver those
projects is available This restructuring
required a reduction 1n management,
divisional overheads and direct costs
and equates to approximately £1 3m
of annual cost saving

Tax

The Group's tax credit for the year ended
30 Apnl 2011 of £65,000 (2010 charge of
£457,000) was at an effective credit rate of
2 4% (2010 charge of 16 6%) of profit before
tax This includes a current year corporation
tax charge of £459,000 (2010 £961,000),

a rate of 17 0% (2010 35 0%) of profit
before tax, a prior year tax credit

of £1,124,000 (2010 charge of £135,000)
and a deferred tax charge of £600,000
(2010 credit of £639,000), consisting of
£14,000 (2010 £639,000 credit) for the
current year and £586,000 (2010 £Nil)

for prior years

The reported current tax rate 1s lower than
the standard rate (calculated at 27 83%) due
to recogmuion of Research & Development
(R&D) tax credits The effective current
tax rate, after taking account of appropnate
deferred tax iterns in respect of the current
year s 17 5%

The Group’s averall tax rate was below

the standard corporation tax rate of 27 B3%
(2010 28 00%) The majonty of the reduction
in the effective rate of tax was due to the
recognition of R&D tax credits at MASS and
SEA for the year ended 30 Apnil 2011 and a
pror year current tax credit reflecting the
release of a tax provision n respect of earlier
years R&D tax credits following closure of
the respective tax years

The Group's businesses are only allowed to
claym the lower R&D tax credit allowance
available to larger companies, currently 30%

Looking ferward, the Group’s effective
current tax rate for 2011/12 and 2012/13

1s estimated at 18% and 17% respectively,
taling account of the reduction in headline
tax rates and assurmng the R&D tax credit
regime remains unchanged from its current
level and scope

The Group maintains a cautious approach
to previous R&D tax credit claims for tax
periods that are stull open

Capital structure of the Group and funding
The Group's access to capital comprises
the following
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Cohort offers niche capatilities into
complex customer solutions

Share capital

The Group has 1nissue 40 8m ordinary
shares of 10 pence each Of these shares
just under 0 4m are owned by the Cohort
plc Employee Benefit Trust and waive ther
nghts to dividends

In addition the Group has 1ssued options
over ordinary shares through Key Employee
Share Option and SAYE schemes to the
level of 3 Om at 30 Apnl 2011

The Group’s current share price does not
support the use of equity as an attractive
means of raising capital, being too dilutive
of the existing shareholdings

The Group maintains a progressive dividend
policy with dividends having increased by
around 17% to 20% over the last three years
and dmvidend cover being maintained n the
current year at over four times based upon
the adjusted earmngs per share

Treasury
At 30 Apnl 2011 the Group had faciities
with its banking provider, RBS, as follows

Term at

commencement

Em of facility

Overdraft facibity 50 364 days
for working capital

requirements

Structured debt 75 364 days

facility for with three year

acquisitions term out

1
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Business review

Finance Director’s review continued

Capital structure of the Group and funding
conbinued

Treasury continued

Of the structured debt facility of £7 5m,
£3 Om was drawn to part finance the
acquisition of SEA and remains drawn at
30 Apnil 2011 The £5 Om overdraft facibity
was not drawn at 30 April 2011 (2010 £}
drawn) In addition, the Group has £0 4m
of mortgage debt with RBS which was
acquired with SEA

The Group's facibties are due for renewal 1n
Oc¢tober 2011 and the Board expects these
to be renewed on broadly similar terms

The Group's bank facibties were changed
at 1 October 2010 when £2 5m was switched
from the structured acqwsition facility to
the overdraft facility to provide the Group
with greater capacity to manage 1ts working
capital requirements The overdraft facility
15 renewable each year The structured debt
facibty has an option to fix for up to three
years at any point

The Group's foreign exchange exposure
is mainly at SEA and pnmanly relates
to recevables from the European Space
Agency, this expasure 15 hedged using
forward contracts

At 30 Apnil 2011, the Group had n place
forward foreign exchange contracts
as follows

Sell Buy
Eurc to GBP €12 1m £10 3Im
GBP to USD £0 5m LSS0 9m
Euro to USD €17m USSZ 4m
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These forward contracts are used by

the Group to manage 1ts risk exposure to
foreign currency on trading contracts where
1t erther or both receives and pays currency
from customers and supplers respectively
These forward exchange contracts are
entered into when customer contracts

are considered highly probable The Group
does not enter 1nto speculative foreign
exchange dealing

As mentioned above, the marking of
forward contracts to market at the spot
rate on 30 Apnil 2011 resulted n the
recogmuiion of a denvative financial asset
of £542,000 (2010 lhabibty of £53,000)
and a credit to the income statement

of £595,000 (2010 charge of £231,000)

In both years, the change in the derwvative
financial instrument was recogmsed as part
of the adjusted operating profit of SEA
Thns 1s the only financial asset (outside

of cash) that the Group possesses

The Group's bank covenants were all satishied
at 30 Apnl 2011 Based upon 1ts latest internal
forecasts, the Group does not anticipate
any breaches The covenants are assessed
quarterly with a measured and reported

12 month look back and an assessment

of the next 12 months

The Group takes a prudent approach

to treasury policy with its overnding
objectve being protection of capital

tn implementing this policy, deposits are
held with at least A rated insbtutions and
deposits are generally held on short {less
than three months) duration to matunty
on commencement
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This matches the Group’s cash resources
with 1ts internal 13 week cash forecasts,
retaiming flexability whilst trying to ensure
an acceptable return on 1ts cash All of the
Group’s cash 1s managed through a set-off
arrangement enabling the most efficient
use of the Group's cash from day to day,
under the supervision of the Group's
finance function

Deposit rates during 2010/11 have been low,
typically below 0 5% (20H0 0 4%) compared
with the Group’s weighted interest rate on
1ts borrowings of 3 10% (2010 3 17%) The
Group has retained 1ts debt dunng the penod
despite the unfavourable comparative interest
rates to ensure 1t has had facilities available
to support its working capital demands and
to allow the Group to make small, cash-only
acquisitians, such as it did in the case of
Abacus EW during the year

The Group has an interest swap over £0 4m
of 1ts mortgage debt {(acquired with SEA)
fang the interest rate on this loan at 6 38%

The Group's liguidity remains good with
profit conversion to cash remaimng well
above 100% (see KPIs on page 15) The
Group has histoncally had low levels of
working capital with many of 1ts contracts
being less than one year n duration and
the reliabihity of its customer base making
debt nsk low During 2011, working capital
levels have fallen, as described opposite
The Group's rebance on1ts own cash

and facility resources requires it to take

a proactive approach with its bank, with
whom 1t maintains a regular relationship
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Working capital

The working capital of the Group,

defined as inventory plus trade and other
receivables less trade and other payables,
has fallen from £8 2 net assets to £5 5m
net assets, a decrease of £2 7m (33%) The
decrease 1n working capital was partly due
to a fall wn revenue {17% down) but also
reflected a good improvement 1in working
capital at SCS foltowing 1ts 1mprovement
1n processes, and an increase 1n advance
payments at SEA by £1 5m

The year-end debtor days 1n sales have
ncreased from 50 days in 2010 to 63 days
in 2011 Ths calculation 1s based upon
dividing the revenue by month, working
backwards from Apnl into the trade
debtors batlance (excluding unbilled income
and work in progress) at the year-end, a
more appropnate measure than calcutating
based upon the annual revenue as 1t takes
Into account the heavy weighting of the
Group's revenue In the last quarter of each
year The increase in debtor days 15 due 1n
part to a stowing of UK MOD payments at
the end of April 2011 due to the extended
holhiday pened

The Group has a working capital facibty
of £5 0m with RBS which was not utihsed
durning the year The Group had cash

at 30 Apnil 2011 of just under £10 Zm
(2010 £6 6m) Advance receipts on
contracts at the year-end were £3 2m
(2010 £1 7m)

The Group generated £6 5m of cash from
operating activities {operating profit was
£4 3Im before amortisation of intangible

assets) which was offset by an investment
of £1 8m 1n total on fixed assets, own
shares and acquired businesses and £0 9m
of dwvidends paid

Areas of judgement

Revenue recognitien en

fixed-pnce contracts

The Group's accounting policy on revenue
recogmtion explains this in detail (see
page 73) as does the accounting judgement
note (see page 74) The judgement appbed
1n recognising revenue on a fixed-price
contract 1s made by reference to the cost
incurred, including contingency for nsk
and the demonstrable progress made on
delivering key stages (often referred to

as milestones) of the contract The Group
uses best estimates in applying this
judgement and where uncertainty of
progress on a stage exists, revenue

1s not recogmsed for that stage

Cost contingency on

fixed-price contracts

In addition to the judgement applied to
revenue recognition, the cost of delivening
a contract to a particular stage represents
the actual costs incurred and cormmitted
plus an estimate of cost contingency for nsk
still present 1n the contract at that stage
This cost contingency takes account of the
stage that the contract has reached and
any judgement and uncertainty remaimng
to deliver the remander of the contract

It s usual for these cost contingencies to
reduce as the contract progresses and risk
and uncertainty reduces
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Qur capabihities in both space and
transport are examples of success
n diversified markets

Revenue

£65.1m

2010 £781

Adjusted earnings per share

10.69p

2010 767p
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© MOD

Goodwill and other intangible assets
The Group has recogmsed goodwill and
other intangible assets 1n respect of the
acqguisition of MASS (including Abacus EW)
and SEA The other intangible assets are n
respect of contracts acquired, intellectual
property rights and specific opportumties
and in each case are amortised over the
expected life of the earmings associated
with the other intangible asset acguired

The goodwill, which 1s not subject to
amortisation but to annuat impairment
testing, anses from the intangible elements
of the acquired businesses for which exther
the value or life 15 not readily denved

This includes, but s not hmited to,
reputation, customer relations, contacts
and market synergies with existing Group
members The goodwill relating to the
acquisitions of MASS (including Abacus EW)
and SEA has been tested for impairment

as at 30 April 2011 MASS (including Abacus
EW) goodwill 1s not impaired, even after
ncreasing the Group’s weighted average
cost of capital {(WACC) from 12 3% to 15 5%
The impairment test for the goodwill 1n
respect of SEA 1s more sensitive with no
impairment at the Group’s WACC of 12 3%
but impaired by £5 Om iIf the Group’s WACC
increases to 15 5% The factors affecting
the Group’s WACC are discussed further in
the Group’s accounting policies (see pages
(68 to 76) The Group's WACC at 30 Apnl 2011
of 12 3% 15 higher than 2010 of 11 5% This
increase reflects the increase 1n the Group’s
equity nsk

Provisions

The Greup makes estimates of provisions
for exasting commitments arising from

past events In estimating these provisions,
the Group makes judgements as to the

14
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quantity and Lkelihcod of the hability
arising Certain provisions require more
judgement than others, 1n particular
warranty provisions and contract loss
provisions, which have to take account
of future outcomes ansing from past
delivenes of products and services

In estimating these provisions, the Group
makes use of management experience,
precedents and specific contract and
customer 15sues

Accounting policies

There were no sigmficant changes in
accounting policies applying to the Group
for the year ended 30 Apnl 2011

The indicators shown on the page opposite
have been identfied by the Directors as
gving the best overall indication of the
Group's long-term success Revenue
growth gives a quantified indication of the
rate at which the Group’s business activity
15 expanding The adjusted profit trend
provides an indication of whether additional
revenue 1s being gained without profit
margins being compromised and whether
any acquisitions are value enhancing Order
book visiility, based upon expected revenue
dunng the year to come, provides a measure
of confidence in the bkebhood of achievement
of future forecasts Change in adjusted
earmngs per share 15 an absolute measure
of the Board’s management of the Group's
return to shareholders including tax and
nterest Operating cash conversion
measures the abiity of the Group to
convert profit tnto cash

The Group’s KPIs demonstrate clearly
the reduction 1n revenue at SCS and SEA
but the )/mprovement in the Group’s

www cohortplc com

Cohort 15 a trusted partner in all
domains of the UK armed forces

Adjusted operating profit

£5.0m

2010 £4 1m

Net funds

£6.7/m

2010 £3 Om

adjusted operating profit, driven by the
continued strong performance at MASS
and the sigmficant restructuring at 5CS
1n 2009/10, now producing an 1mproved
return The Group enters 2011/12 with
good coverage of its forecast revenue
on corder

As mentioned already, the Group has had
another strong cash performance in 2010/11
with the operating cash conversion better
than 1n 2009/10

The sigmficant increases 1n revenue,
adjusted operating profit and adjusted
earrings per share for 2007 and 2008 were
as a result of the acqursitions of MASS and
SEA respectively

Simon Walther
Finance Director
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Key performance indicators

Order book visibility

58%

% 48%
45%

07 03 ]

8%

58%

"

Description
Orders for next
finangial year
expected to

be delivered

as revenue,
presented as

a percentage
of consensus
market, revenue
forecasts for
the year

Measuring our progress

Cohort plc Annual Report and Accounts 2011

Overview
Business review
Corporate gavernance

Finanaal statements

We measure our progress and performance with the use

of five key performance indicators

These key performance indicators shown below have been
wdentified by the Directors as giving the best overall indication

of the Group’s long-term success.

Change n revenue

(17%)

66%

Description
Change in total
Group revenue
compared to
the prior year

4%

%

o7 08 L] 10 1"

Change 1n adjusted earnings per share

39%

9%

Description

30 Annual change
1n earmngs per
share, before
amortisation of
other intangible
assets, share of
result of Joint
ventures and
exceptional
items

12% I

07 [+:] 9 10 1

103%

Change 1n adjusted operating profit

23%

ne% Description

Change 1n
Group profit
before tax,
amortisation of
other ntangible
assets, share

70% of result of
Jjoint ventures

3% 23%  and exceptional
34% 1ems

o7 08 0% 10 11

Operating cash conversion

254%

% Description

Net cash

generated from

operations
166% oy before tax

as compared

to the profit

before tax

70%
o7 08 L] 10 1
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© MOD
MASS wins multi-million pound Electronic Warfare contract

MASS has been awarded a multi-mithion pound contract as part of the
Logica-led Team Excahbur for certain key aspects of the UK MOD’s
Project SHEPHERD Project delivery will take place within a three year
period This contract follows the announcement made 1n October 2010
when Team Excalibur was selected as the preferred bidder for the UK
MOD’s Project SHEPHERD

Project SHEPHERD will provide a sigmificant information management
upgrade for the UK's Defence Electromc Warfare Centre At the heart of
this system will be THURBON™, the MASS advanced electromc warfare
data management system
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MASS Consultants Limted (MASS) has
concluded another highly successful year
with trading profit exceeding £4m for the
first time All three of MASS's divisions
(Managed Services, Systems Development
and Electromc Warfare (EW) Operational
Support) performed well

The acquisition of Abacus EW consultancy
early in the year has been a success

The complementary strengths of both
businesses have been ntegrated to provide
our customers with full coverage for EW
traimng and support across land, air and
sea in both the UK and export markets

During the year we relocated to our new
development laboratories and offices in

St Neots without disruption to our projects
or customers The new faolity provides
sufficient space for the next few years

and flexible options for the future

Sales revenue of £23 5m was an increase
of nearly 10% from last year, which1s
creditable given the climate of UK publbc
sector spend reduction Trading profit
improved by nearly 20% over the same
periad, although some of this relates to
one-off events Anincreased proportion
of sales (nearly 28%) 1s now comng from
export contracts either directly or via
defence prime contractors

The Managed Services division operates
across the defence, secunty and educational
Information technology markets In defence,
we have retained or renewed alt of our
n-service support contracts which pronide
important capabibties for UK defence

In education, we provide transformational
nformation technology solutions to schools
and colleges This market has undergone
sigmficant change since the new Government
came 1nto office Despite cancellation of
the Building Schools fer the Future (BSF)
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“We enter 2011/12 with an order book of £70m

and continue to see the potential for growth
across all three divisions.”

MASS has concluded another highly successful year with trading
profit exceeding £4m for the first time

Ashley Lane Managing Director, MASS

programme, our collaboration to equip
schools in North Lincolnshire with
transformational technology continues
well There 15 a strong desire from councils
to save money, which puts pressure onto
projects like this, and we are playing our
part to help maximise value for money
After a ngorous quabfication process, we
were successfully appointed to the prestigious
Becta iCT framework, being used as the
procurement route for Academy and Free
School ICT procurement Competition remamns
strang 1n this market, but we signed our first
contract via the new framework in May 2011
with Kensington & Chelsea College n London

In our Systems Development division, pressure
on defence spending and competing prionties
have had an adverse impact on some
programmes with delays and cancellations
At the same time, worldwide events have
given nse to new opportumties We have
focused on this area of the business during
the year to accommodate these changes
and to strengthen future opportunmties

We have undertaken valuable work in

new wireless technologies, secure wireless
commumcations for unmanned platforms,
delivering avionics and commumcation
support equipment for the Air Tanker
programme and also 1n support of the
Chinook Mké programme We have invested
1n research and technology development
with the launch of a wireless data node
and an Electromc Warfare (EW) rmssion
support tool We continued investment

n our world-leading EW data management
system THURBON™ The EW Operational
Support division has continued to deliver
advanced traintng and support to Asia and
the middle East during the year Our market
lead n independent EW operational support
and traiming has continued with some of
this expertise being recogmsed as unigue
outside of Government orgamsations

Our independence enables us to provide

impartial support, traimng and tools,
building strategic partnerships, including
with BAE Systems for the Typhoon and
Saab for the Gripen combat arcraft Our
umque expertise 1s increasingly important
as a differentiator for their equipment and
platform sales We have a strong set of
opportumties, with around three-quarters
of these relating to export markets,
although by their nature, the tirmng of
these can be hard to predict We continue
to develop new techmques and technology
for the future, using our expert capability,
as capacity constraints permmt

We are proud of the excellent reputation
that MASS retains with our customers and
partners We continue to receive excellent
customer references across all our activities,
reflecting the high calibre of our people
and capability alike

Looking forward, we are working with

the UK MOD to upgrade i1ts EW information
management database and make other
improvements to its Defence EW Centre
This important programme reinforces the
strong pedigree of our THURBON™ EW data
management system and positions it as a
world-leading next-generation system with
substantial export potential Cyber attack
and defence 15 becoming increasingly visible,
a capability provided by MASS for over

15 years We are building on our secure

IT and information assurance pedigree,
combined with our EW expertise, to develop
this opportumty

We enter 2011/12 with an order book of
£70m and, despite a degree of uncertainty
and tightemng of Government spending,
continue to see the potential for cautious
growth across all three divisions Combined
with our new facilities, excellent customer
relationships and strong prospects, the
outlook for the coming years 1s good
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MASS revenue (Em)

£23.5m
+9%

180

08 09 10 1

MASS adjusted operating profit (Em)

£4.2m
+20% °

35

18
13

[ak:] 09 10 1

17



Cohort pic Annual Report and Accounts 2011

Business review
Operations review: SCS

SCS wins £5.8m training services contract

5C5 has been awarded a contract to provide traimng services to the
MOD’s Permanent Joint Headquarters (PJHQ) at Northwood

SCS will provide the services for an imtial two year period commencing
Apnl 2011, with the option of an extension for a third year The value
will be up to £5 8mf this aption 15 exercised The contract, which was
won 1n competition, continues the arrangements under which SCS has
been providing services to PJHQ since 1998

Under the contract SC5 will support the programme of major yoint
operational exercises run by PJHQ, involving the MOD, Cabinet Office
and other Government departments A permanent team of 5CS staff
will be based at Northwood to support exercise design and the
underpinning technology

13

www cohortple com

SCS has had a good year despite a tighteming
of 1its tradibional defence markets in the
UK This tightening, along with SCS’s exat
from low profitabiity business, accounted
for the 30% drop in revenue Despite this,
the cost reductions made 1n 2010 and
continued into 2011, atong with associated
orgamsational changes, increased the
adjusted operating profit to just over

£1 Om for 2011, an eleven-fold increase on
2010 The improved business orgarsation
was accompaned by a focus on processes
and project management enabling SCS to
improve and maintain its cash performance

Having taken over the role of

Managing Director from Andy Thorms

in September 2010, | continued the
rationalisation and restructuring actvity
already underway The imperatives in this
were to optimise profitability, to invest
appropnately 10 business development,
and to ensure that the company had a clear
strategy that would be fully supported by
its stakeholders and employees

The most recent restructunng activity
was completed in Apnl 2011 Thas resulted
in a further small reduction in the number
of core employees, to 95, with our eight
business areas conschdated to four
Capacity was reduced in low revenue
strearns and support services were aligned
with the new structure The overall result
15 a more coherent management team
focused on business development in its
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“After a difficutt year 1n 2010/11, | am pleased to report
SCS has returned to better levels of profitability in a
smatler but more focused business.”

SCS won an extension to its long-running traimng support activity

at the MOD’s Permanent Joint Headquarters, valued at up to
E5 8m over three years

Bill Bird Managing Director, 5C5

key areas of capabihty Clear direction

and leaderstip have, in turn, fostered
sigmficant improvements 1n morale, which
15 most welcome after a period of uncertainty
and turbulence, 1n both the company and
its traditionat markets

92% (2010 94%) of SCS's revenue was
denved from the UK MOD, either directly
or through other prime contractors
Against a background of MOD cash
constraints resulting 1n a more onerous
procurement process and tougher
competition, SCS held or improved its
market share 1n most of 1ts chosen sectors
of the UK MOD, with a strong bid success
rate of over 60% A notable excepbion was
military manpower substitution, where
embargoes and restrictions sigmficantly
reduced the opportumties available to
SCS, although even here we were able

to defend our position 1n some impartant
areas In March, 5CS demonstrated its

key capability strengths by winning the
competitive re-tendering of exercise
support to the MOD’s Permanent Joint
Headquarters This 1s worth £4m to 5C5,
over a perwod of two years with a third
year under option SCS also secured a
sole-source framework contract with the
NATOQ Consultation, Command and Control
Agency This was a good start to a modest
diversification agenda, aimed at reducing
dependency (but not focus) on the UK MOD
Early \ndications are that this framework wall
generate annual revenues in excess of £1m

The company is now on a firm footing
for the future It has the nght balance
between capacity and costs, with a
market-focused orgamsation and much
improved operating processes

The home markets for defence and
secunty remain challenging SCS will
maintain 1ts focus with its traditional
customers but 15 developing 1its capability
strengths 1nto other sectors and markets
including Cyber and Information Assurance
and NATO, as well as the middle East,
where SCS's traiming capabilities are 1n
demand Like the other Group companes,
SCS will generally seek to access export
markets through majer prime contractors

SCS has, after a period of some difficulty,
returned to profitabiity and the prospects
for growth in the coming year are good,
although the short order-to-delivery cycle
typical of SCS’s work means that firm
revenue visibility remains irmted

SCS revenue {E£m)

£18.5m
30% ..

185

111 1 10 1

SCS adjusted operating profit (Em)

£1.0m
+1038%

01

08 09 10 1
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SEA wins €5m EarthCARE satellite system contract

SEA has secured a €5m contract toe design and build the Atmosphenic
Lidar (ATLID)} Command and Data Management urmt, part of the ATLID
instrument to be flown on the EarthCARE spacecraft in 2013

The ATLID nstrurnent measures the reflected signals from an ultraviolet
laser to determine the chemical constituents of the atmosphere SEA's
customer 1s the instrument prime contractor, EADS Astrium SAS in
Toulouse The EarthCARE satellite 1s funded by the European Space
Agency (ESA) and 15 the thard ESA Earth Explorer core mission

20
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SEA has had an exceedingly challenging
year due to a vanety of 1ssues which
wnctuded poor contract performance and
excessive overhead cost, combined with
a tighter defence market

As a result of the poor performance in the
first half of the financia! year, a detailed
strategic review of the company was
imtiated by Andy Thormis This focused on
identifying the performance 1ssues within
SEA, conducting an audit of 1ts capabilities
and reviewing the markets 1t served This
exercise identified a number of areasn
which the business needed to improve and
all of these have been built into a plan
which was taunched 1n March 2011 and will
run for the majonty of the new financial
year Some of the more sigmficant areas
for improvement, which it 1s believed will
start to deliver immediate benefit, include

Strategy and organisation: The review
dentified that the business was marketing
too diverse a capability to too wide a market
We have therefore refocused the business
on six capabihity areas, aligned closely to
1ts core strengths This has provided a much
more focused business with a simpler and
more \ntegrated orgamisation

Financial controls; The need for improvement
1N a number of the company’s financial
processes and controls has been 1dentified
and 1mplemented This included taking
greater account of the delivery stage
reached by a contract, rather than just
costs incurred This wall result 1n a clearer
focus on project delivery and s consistent
with industry best practice
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“SEA has had a difficult year but after
considerable restructuring, the business
1s now ready to move forward.”

SEA enters 2011/12 with an order book of over £23m, giving
1t a good base for achieving a return to a much better tevel

of performance

Stephen Hill Managing Dwector, SEA

Project delivery. Sigmficant improvements
are being made to the project management
and control processes within SEA These
include the use of simpler metric-based
reporting, along with robust monthly
reviews led by me All of the activities

are being supported by additicnal traiming,
development and mentoring of the
company’s project management team

Overhead cost: The organmisational changes
that have already been made, along with

a focus on controlling expenditure, have
resulted 1in overheads for the finanoal year
being £1 2m below budget This focus

will continue, with the aim of reducing
overheads further in the coming year,
despite the additional traiming and

support costs

While the strategic review focused on the
areas for improvement, we also gathered
information cn the strengths of the business
A consistent message received from existing
and potential customers was that SEA has
an excellent reputation for the quality

of what it delivers and for the capability
of 1ts people

Our traiming, simulation and information
systems capability represents a sigmficant
opportunity for the future In particular
we see this as one of the few potential
areas of good growth within the UK MOD
expenditure We are well placed 1n this
domain, providing both systems that
support training as well as high-fidelity
simulations that are used for operational
evaluation A key success has been the
Common Symulation Framework (CSF)
which was delivered to the UK MOD at
the end of last year This system enables
different ssmulations to interact with

each other in real time, enabling integrated
simulated exercises to be conducted We are
working with our customer to build on the

imtial capability and we also see opportunities
for this 1n the export market

The project to provide an external
communications systems for the Astute
boat 4 15 progressing well with integration
of the system components underway
Discussions with our customer, BAE Systems,
in respect of the deployment of this system
on further platforms, are progressing We also
see the potential to provide this system
more widety within the UK and are talking
to a number of overseas suppliers about
export opportunities

Within the space sector, we are continuing
to progress the key satellite programmes
we won during the last financial year,

with several programmes moving into thew
imuial builld phase We have also continued
to win iImportant strategic programmes,
including activities that will place us firmly
In the supply chain for power generation
on future missions

The reorgamsation has enabled us to
bring together all of our research activities
inte a single group and to ensure we make
the most of this cnitical capatality During
the last year we have continued to be

an important partner to the UK MOD,
providing cnitical research in both the
land and mantime arenas

While the changes that have been put

1n place will take some time to deliver
their full benefit, the refocused business
15 already on a much firmer footing

This, combined with SEA’s reputation
for techmcal excellence, positions the
business well for the future
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SEA revenue (Em)

£23.2m
23%

232

130

six months only 08 o9 10 11

SEA adjusted operating profit {£m)

£0.9m
-43% :

22

0%

* s1x months only 08 ] 10 "
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Minimising risk
and uncertainty

The business nsks of the Group can
be summarised as follows

Issue Risk

Customers The Group has a number of key customers, mostly

n the Government sector These customers are
served either directly, e ¢ £27 7m of revenue in 2011
directly to the UK MOD (2010 £40 3m), 42% (2010 52%)
of total Group revenue, or indirectly via other
contractors In the case of the UK MOD, £16 5m
(2010 £16 8m) of Group revenue (25%, 2010 22%)
was via other contractors The Group continues

to be rehant on 1ts ultimate pnimary customer,

the UK MOD, 1n total 68% of Group revenue n

2011 (2010 73%)

Suppliers As 1s typical in the defence and space sectors,

the Group 1s reliant on certain key suppbers for
1ts technmcal and product offerings In the defence
sector in particular, the rebance on suppliersis
long term, with product duration n this sector
often being tens of years

Partners The Group, especially in the defence sectar, often

secures business through teammng and partnhering
with other suppliers and this 15 often a requirement
of secunng work with the UK MOD n order to ensure
the end customer receives the best solution

22
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Type of risk

External (or market)

Internal {or financial or operational)

Mitigation

The Group 15 reducing this reliance by expanding its
overseas defence offenng as well as other non-defence
sectors, including space and transport

The Group ensures 1t engages at all levels of the
UK MOD and remains responsive to 1ts primary
customer's needs

This nsk 1s managed through close haison with
supphers, good project management and having
centingency plans to go to alternative suppliers
or bring work in-house

The Group has no sigmficant rehance on any one
individual suppbier The long-term Wife of many defence
products requires a regular review of product iife
and capability and the Group supports the customer
in this respect through funded ongoing product
support and re-hfe tasks

The Group takes an active part in these arrangements
and, through regular (usually monthly) project review
meetings and other corraspondence, ensures that
the team {including our partners) delivers as a whole
to the customer and to the needs of the indwidual
team members

In addon, the Group’s Executive Management team
maintains regular and co-ordinated relationships with
partners and ensure the Group's approach 15 consistent
and avoids unnecessary overlap or omissions
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Issue

Revenue

Treasury

Risk

The Group has rnisk 1n respect of

1 mulestone and acceptance falure on projects, and
n  unrecoverable trade debts

The recogmtion of revenue s discussed at length
n the Accounting Policies (page 73) and Critical
Accounting Judgements (page 74) and as such may
from time to time have a degree of risk

The 2011 bad debt charge was £43,000 (2010 £104,000)
on Group revenue of £65 1m (2010 £78 tm}

Financial assets exposed to credit nsk at 30 Apnl

2011 2010

Em m
Trade recewvables 13,2 15 4
Other receivables 71 74
Cash and bank deposits 10.2 66

Of the trade recewvables, £3 5m was with the
UK MOD at 30 Apnl 2011 (2010 £4 2m)

Cash and bank deposits are all with the Group's
bank, RBS In addition, gross indebtedness to the
bank was £3 4m at 30 Apnl 2011 (2010 L3 6m)

The Group's facilities with RBS are renewed annually

Duning the year, the Group renewed 1ts working
capital facility with RBS for £5 Om (previously

£2 5m) This facility 1s available to all of the Group's
entities through an offset arrangement The current
facility expires in October 2011 when 1t 1s expected
to be renewed

The Group did not utilise this working capital
facibity during the year ended 30 April 2011 having
an average cash balance of £6 7m, cash balances
ranging from a low of £3 2m to a high of £10 2Zm
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Mitigation

The Group takes a prudent approach to revenue
and credit nsk, and any work done at nsk 1s mmmal,
authonsed at the appropriate level and reviewed
on a monthly basts

The Group uses project control processes and
regularly reviews the project progress to ensure
recogmtion of revenue takes account of external
milestones and customer acceptance as well as
the internal costs incurred

The calibre of the Group's customers and the
control processes In respect of revenue capture
and invoicing ensures rmimmal bad debts

The Group also uses letters of credit and other
methods of payment guarantee, including customer
advances, especially 1n respect of overseas customers,
to ensure any export debt nisk 1s mimmised

Sigmficant debt receivable 1n foreign currency 1s
hedged using forward exchange contracts which are
entered into when contracts are deemed effective

The risk to the major debtor of the Group,
as a Government department, 15 very low

The Group takes a very prudent approach to the
management of 1ts financial instruments which are
described in note 18 The Group’s cash 15 held with
at least A rated institutions and on deposits not
exceeding three months This ensures a very low
nsk to capital and a reasonable batance of liquidity
against interest earned on cash deposits

The Group’s bank rating requirement has been reduced
from AA to An the light of the downgrading of the
Group's bank rating This 15 not considered a sk

The Group has regular {at least quarterly) meetings
with 1ts bank to discuss operational and other business
1ssues and keeps the bank informed of progress

The Group satisfied all of its bank covenants for the
year ended 30 Apni 2011
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Currency nisk

Interest rate nsk

Acquisitions
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Risk

The Group has contracts with overseas customers
and suppliers requinng payment ar receipt in
currencies other than £ sterling

The Group's exposure to credit nsk at 30 Apnt 2011
n respect of finanoial denvatives (forward foreign
exchange contracts) was £10 3m of receivable and
£2 Om of payable (2010 £11 4m of receivable only)
The financial derivatives at 30 Apnil 2011 were

all held wath RBS These are disclosed 1n detail

n note 21 to the financial statements

The Group has exposure to 1nterest rates in respect
of loans and deposits

The loan risk 1s 1n respect of the following

v revolving credit facibity (RCF), and
1 mortgages

The deposit nsk 15 1n respect of cash held \n current
accounts and on deposit

At 30 Apnil 2011, the Group had 10 place one
Interest rate swap against a mortgage secured
on 1ts freehold property 1n Beckington, fixing
the interest rate at 6 88%

The buying {and selling) of businesses 1s a risk
1n respect of value, distraction, integration and
ongoing obligations and undertakings

www cohortpte com

Mitigation

The Group manages 1ts exposure to currency nsk by
using forward foreign currency exchange contracts
The level of forward cover i1s determined contract
by contract taking into account the net currency
exposure to receipts and purchases Forward contracts
are only put in place when customer contracts are
deemed mghly probable The Group does not enter
nto speculative forward exchange contracts

The Group considers 1nterest rate nsk loan by loan
and, where appropnate, the Group enters mterest
rate swaps to fix its interest rate exposure

The RCF loan interest 1s not hedged The RCF loan
15 rolled on periods of one to six months with the
nterest for that penod fixed at that point by
reference to market rates

Deposit interest 15 deterrmined by reference
to the market

The Group’s acquisition risk 1s mugated as far
as practicable by the acquisition process being
managed at the Cohort Board leve!, making use
of appropnate external expertise and resources
as and when required
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Issue

Operations

Risk

The Group's operational risk 1s primanly through
1ts three subsidiaries The subsidiary trading and
business risks are stmlar 1n the cases of MASS
and SEA

MASS and SEA primary risks are:

1 Bid nsk - the businesses bhd on contracts
where the scope of work may not be well
or fully defined by the customer

n  Fixed-price contracts - these are often of
a long-term nature (greater than 12 months)
and typrealty include delivery of hardware
and software

m Due to the nature of therr mche techrical
sklls requirement, both MASS and SEA have
a fixed level of core software engineering
and techmcal expertise

5Cs

The primary cost risk is n respect of staff utiisation
SCS revenue visibility 15 short with typical contract
duration of three to six months This carres risk to
forward utilisation

The business maintains a comprehensive praspects
schedule This nsk1s also an opportunity, with SCS
often secuning and delivering work 1n a very short
time frame

SCS has a small number of fixed-pnce contracts

The Group (through all three subsidianes)
operates a number of off-site managed service
contracts These contracts are long-term in nature
(typically five years at commencernent) and are
managed through dedicated site project managers
The contracts are fixed-pnce 1n terms of revenue
with opportumties for additional tasks enhancing
volume and return
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Mitigation

Thus 15 typical 1n defence and space and 1s managed
through bid/no bid reviews at the appropnate level
using experienced personnel, including the Cohort
Executive and Board

These projects are managed by dedicated
project management, monthly review by the
subsichary board and regular interaction with the
customer and key supphers Revenue and cost 15
recogmsed taking account of nsk and estimated
cost at completion, taking into account any
contractual contingency

This cost base 1s carefully monitored at budget
time and by rothng quarterly forecasts to identify
any potential nsk of low utilisation and thus under
recovery of cost

The risk 1s mitigated, in the short-term, by the use
of a smalt number of sub-contractor staff In the
long term, a programme of skills assessment and
trayning 1s 1n place to ensure continued flexability
of the engineering resource

This risk 15 managed by retaimng a mimimal care
staff, essential for business support, development
and delivering key skills to customers The majonty
of deliverable service 15 provided by non-core staff
(associates) where cost 15 only ncurred when the
associates are on task The forward utilisation of
core staff s momtored on a weekly basis looking
forward up to two months

These projects are managed by dedicated project
management, monthly review by the subsidiary
board and regular interaction with the customer
and key suppliers Revenue and cost 1s recogmsed
taking account of rnsk and estimated cost at
completion, including any contractual contingency

The Group carefully manages the partnership with
1ts customer and supplier base n all these cases to
ensure the customer receives value for money and
skilled Group staff providing a dedicated, flexible
and responsive approach The pnmary nsk to these
managed service contracts)s termination which 1s
mitigated by the partnering approach adopted by
the Group and our close engagement with the
customer to ensure customer requirements remain
paramount at all imes
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Nick Prest CBE™

Chairman

Mick Prest became Chairman of Cohort on flotation in March 2006 After graduating from
Oxford 1n 1974 Nick joined the MOD In 1982 Mick moved to Alvis, the defence contractor,
undertaking a vanety of roles before becormng chief executive 1n 1989 and chairman and
chief executive 1n 1996 MNick left Alvis following its acquisition by BAE Systems 1n 2004,
by which time the company had become a leading international business in mibitary land
systems In addition to being Chairman of Cohort, Mick 1s also chairman of Aveva Group plc,
a FTSE 250 software company, and of Shephard Group, a privately owned media
company specialising 1n defence and aerospace

Stanley Carter™

Co-Chairman

Stanley Carter became Co-Chairman of Cohort in 2009 having previously been 1its

Chief Executive, a post which he had held since Cohort’s formation in 2006 Prior to that
he was Managing Director of SCS, which he founded in 1992 on leaving the Regular Army,
which was acquired by Cohort at the ime of 1ts flotation During his mlitary service

as a Royal Artillery officer he held a wide range of operational posts and staff officer
appointments 1n the MOD, including the central staff, procurement, Government research
estabhshments and had sigmficant interaction wath industry He also represented the UK
on NATD techmical committees He has degrees in Technology and Behavioural Science
from Loughborough and the Open University respectively, and an MSc 1n Information
Systems from the Royal Military College of Science

Andrew Thomis®

Chief Executive

Andrew Thomis graduated from Impenal College, London in 1987 He spent mne

years in the MOD as a fast-stream cvil servant, carrying out roles including technology
research, saientific policy advice and a spell as a private secretary to the defence
procurement mimster He left in 1996 and, following a period with Capita ple's
management consultancy arm, he joined Alvisn a role covering strategy, M&A and
business development Andrew left Alvis 1n 2005, following the takeover by BAE Systems,
and worked with Nick Prest and Stanley Carter on the creation of Cohort plc, acting as
Finance Director during the flotation and subsequently Corporate Development Birector
Following two years as Managing Director of MASS Consultants Lirmted he returned to
Caohort as Chief Executive in May 2009

Simon Walther'

Finance Director and Company Secretary

After graduating with a BSc from London, Simon Walther went on to qualify as a chartered
accountant with Touche Ross 1n 1992 Simon moved to the Pemnsular and Onental Steam
Navigation Company (P&0) 1n 1993 where he was appointed a chief accountant for P&O
European Ferries 1n 1995 In 1997 he was appotnted Group Financial Controller at Alvis
He joined Cohort as Finance Director in May 2006, having considerable industry relevant
expenence with Alvis and BAE Systems

* member of the Cohort plc Board
+ Member of Remuneration & Appointments and Audit Committees
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Sir Robert Walmsley KCB*

Independent Non-executive Director

Sir Robert Walmsley served in the Royal Navy where his final appointment was as
Controller of the Navy and member of the Navy Board as a Vice Admiral He was kmighted
n 1995 After retinng from the Navy, he was appointed as Chief of Defence Procurement,
occupying that position from 1996 until 2003 He served on the British Energy Board from
2003 until 2009 He continues on the board of the General Dynarmics Corporation and
Ultra Electronic Holdings as well as being a semor adviser at Morgan Stanley International
and Chawrman of the Major Projects Association

Ashley Lane

Managing Director of MASS

Ashley Lane graduated from Surrey Umversity with a Masters Degree (Distinction)

n Electromc and Electnical Engineenng in 1991 On graduation he joined Thorn EMI
Electromcs as a Systems Engineer working on countermeasures and electromc survelllance
systems He spent four years 1n technology development and licensing, building the
successful wareless technology company UbiNetics Ashley has held key techmcat roles
on a number of electromcs, IT and real-ime system projects He has held positions as
Business Manager, Consultancy Dwision Head, Programme Manager and, for five years,
Systems Development and Techmcal Director for MASS Ashley was appointed as
Managing Director of MASS 1n May 2009

Bill Bird

Managing Director of SCS

Following an aircrew career 1n the Royal Air Force, when he was awarded an MBE

for his wark 1n the Intelligence commumity, Bill spent 10 years n general management
He was the General Manager of Rockwell’s UK Defence business and spent three years as
Managing Director of Boeing’s UK subsidiary, BDUK, which he set up in 1996 Bill joined
KPMG n 2000 and left to develop Hedra's defence and aerospace practice n October 2003
Whilst at Hedra, he led the acquisition of C5C’s Systems Engineenng Services During his
consulting career, Bill has had extensive experience of MOD procurernent and support
and directed the Defence Logistics Orgamsation’s Procurement Reform programme

Bill was appointed as Managing Director of SC5 1n September 2010

Stephen Hill

Managing Director of SEA

Stephen has over ten years’ senior managerial experience, predomnately n the
international aerospace and defence sector He began his career in 1983 at GEC Marcom
as an electronics engineer, eventually becorming Business Director with responsibibity
for the land systems electro-optics business at Basildon In 2000, he moved to Thales,
where his roles included Managing Director of the Ar Operations business at Wells, and
Vice President with responsibility for the UK Air Systems Division Most recentty he was
Chief Executive of CircleBath, a new venture capital backed private hospital in Bath
Stephen has a first class honours degree 1n Electrical and Electromc Engineering and

a Masters 1n Engineenng Project Management Stephen was appointed as Managing Drector
of SEA 1n March 2011
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Directors’ report Business review
Corporate governance

Financal statements

The Directors present their report and the audited financial statements (pages 29 to 76) of Cohort plc for the year ended 30 Apnl 2011
Cohart ple1s a company incorporated in and operating from England Its registered address 15 Arlington House, 1025 Arlington Business Park,
Theale, Reading RG7 45A The Corporate governance report set out on pages 32 to 33 forms part of tns report

Principal activities
The principal activity of the Company 1s that of a holding company The prncipal actwities of the Group are described 1n the
“Who we are” section on the nside front cover and the Overview on pages 2 to 5

Business review
The Company 1s required by the Compames Act 2006 to 1nclude a business review n this report  The information that fulfils the
requirements of the business review can be found 1n the following sections, which are incorporated in this report by reference

Pages
* Chairman’s statement 4to5
*  Chief Executive’s review 6to9
* Finance Director’s review W0to 13
« Operations reviews 16 to 21

Information about the use of financial instruments by the Company and its subsidianes 15 given 1n note 21 to the financial statements
and n pages 10 to 15 of the Finance Director’s review

There are no significant events since the balance sheet date

Dividends

The Directors recommend a final dividend of 1 60 pence (2010 1 40 pence) per 10 pence ordinary share to be paid on 7 September 2011
to ordinary shareholders on the register on 5 August 2011 which, together with the intenm dividend of 0 8C pence paid on 2 March 2011,
makes a total of 2 40 pence for the year (2010 2 05 pence}

Research and development
During the year ended 30 Apnl 2011 the Group expenditure on research and development, both on behalf of customers and the
Group’s own private venture expenditure was £10 2m {2010 £8 5m)

Going concern
The Group’s financial statements have been prepared on the going concern basis The reasons for this are set out on page 68 of the
Accounting Pohcies

Capital structure

Details of 1ssued share capital, together with details of the movements 1n the Company's 1ssued share capital during the year are shown
in note 22 The Company has one class of ordinary shares which carry no nght to fixed income Each share carries the right to one vote
at general meetings of the Company

There are no specific restnctions on the size of a holding nor on the transfer of shares, which are both governed by the general provisions
of the Articles of Association and prevaiing legislation The Directors are not aware of any agreements between holders of the Company’s
shares that may result i restnctions on the transfer of secunties or on voting rights

Details of employee share schemes are set out In note 23 Shares held by the Cohort plc Employee Benefit Trust abstain from voting
and do not receive any dividend

No person has any special nghts of control over the Company's share capital and all 1ssued shares are fully pad

With regard to the appointment and replacement of Directors, the Company 1s governed by its Articles of Association, the Combined
Code, the Compames Act and related legislation The Articles themselves may be amended by special resolution of the shareholders
The powers of Directors are described 1n the Main Board Terms of Reference, copies of which are available on request, and the
Corporate governance report on pages 32 to 33

Under 1ts Articles of Assocation, the Company has authority to 1ssue up to a third of 1ts 1ssued shares as new ordinary shares
This approximates to 13 6m shares at 30 April 2011

There are also a number of other agreements that take effect, alter or terrmnate upon a change of control of the Company, such as
commercial contracts, bank loan agreements, property lease arrangements, and employee share plans None of these are considered
to be significant 1n terms of their likely 1mpact on the business of the Group as a whole Furthermore, the Directors are not aware of any
agreements between the Company and 1ts Directors or employees that provide for compensation for loss of office or employment that occurs
because of a takeover bid, other than those disclosed 1n the Remuneration & Appointments Committee report on page 34 to 36
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Corporate governance
Directors’ report continued

International Financial Reporting Standards (IFRS)
The Group and parent company reported results for the year ended 30 Apnl 2011 in accordance with IFRS

Directors
The Group maintains approprate insurance cover 1n respect of legal actions against the Directors, as well as against materal loss
or claims against the Group, and reviews the adequacy of the cover regularly

Details of the following information 1n respect of the Directors of the Company 1s provided as follows

Disclosure Report Pages
Directors who served throughout the year Remuneration & Appeintments Committee report 341036
Directors retinng by rotation Remuneration & Appointments Committee report 34 to 36
Directors’ biographies Board of Directors and Executive Management 26 to 27
Directors’ interests Remuneration & Appointments Committee report 34 to 36
Directors’ share options Remuneration & Appointments Committee report 34 to 36

Supplier payment policy
In respect of all of 1ts suppliers, the Group’s policy 15

* to agree the terms of payment when contracting with suppliers,
« to ensure supplers are made aware of the terms of payment, and
= {0 abide by the terms of payment

All supphers are treated alike 1n terms of payment with no preference to any gne supplier and the Group does not follow any particular
code of practice or standard 1n 1ts payment policy

At 30 Apnil 2011, the trade creditors of the Group represented 53 days (2010 26 days) of purchases

Fixed assets
There 1s no matenal difference between the book vatue and current open market value of the Group’s interests 1n land and buildings

Employee consultation

The Group organses staff commumcations locally through its subsidiary undertakings The media used for orgamsed communmcations
includes local intranets, in-house magazines, staff bulletins, presentations and copies of press releases In addition, regular staff meetings
are held and notices are published contaimng information about matters of interest within the Group and 1ts subsidianies

Disabled employees

The policy of the Group 1s to offer the same opportumty to disabled people as to all others in respect of recruitment and career advancement,
provided their disabiity does not prevent them from carrying out their required duties Employees who become disabled will, wherever
possible, be retained, rehabilitated and, where necessary, retrained

Donations

Duning the year ended 30 April 2011 the Group made charitable donations of £9,341 (2010 £6,347), mainly n respect of mlitary
and local chanties The Group made no political donations during the year (2010 £Mil)
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The Company has been notified as at 23 June 2011, m accordance with chapter 5 of the Disclosure and Transparency Rules, of the following

voting rights as a shareholder of the Company

Percentage of
voting nghts

and 1ssued Number of Nature of

share capitat % prdinary shares holding

AES Carter 26 15 10,665,718 Direct
Schroder Investment Management 948 3,867,648 Direct
Hargreave Hale 545 2,223,000 Direct
N M Prest 51 2,084,580 Direct
H Dale-Staples 506 2,063,089 Direct

Acquisition of the Company’s own shares

During the year the Company’s Employee Benefit Trust (The Cohort plc Employee Benefit Trust) acquired 361,446 shares in the

Cornpany as described n note 24 to the financial statements

A resolution to reappoint KPMG Audit Ple as auditor will be proposed at the Annual General Meeting (AGM) The Directors who were
n office on the date of approval of these financial statements have confirmed, as far as they are aware, that there 1s no relevant
audit information of which the auditor 1s unaware Each of the Directors have confirmed that they have taken all the steps they ought
to have taken as Directors 1n order to make themselves aware of any relevant audit information and to establish that it has been

communicated to the auditor

Approved by the Board of Directors on 27 June 2011 and signed on its behalf by

Simon Walther /M —
Company Secretary % —

n
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Corporate governance |
Corporate governance report

Introduction

As Cohort ple 15 listed on AIM 1t 15 nerther required to comply with the Combined Code on Corporate Governance that was 1ssued in
2008 by the Financial Reporting Council (the Code) nor 1ssue a statement of comphance with 1t Nevertheless, the Board fully supports
the pnnciples set out in the Code and seeks to comply wherever this 1s appropnate, having regard to the size of the Company and the
resources available to 1t Details are provided below of how the Company applies the Code

The Board
The Board of Directors compnses the Chairman, two Executive Directors and two Non-executive Directors, Stanley Carter (Co-Chairmany)
and Sir Robert Walmsley Nick Prest and Stanley Carter are not considered independent

The Board has determined Sir Robert Walmsley to be independent and he 1s designated the Semor Independent Director

The Board meets most months and receives a monthly Board pack comprising individual reports from each of the Executive Directors
and the subsidiary Managing Directors together with any other material deemed necessary for the Board to discharge 1ts duties Itis the
Board's responsitnlity to formulate, review and approve the Group's strategy, budgets, major items of expenditure and acquisitions

All Directors retire by rotation and are subject to etection by shareholders at intervals of once every three years

Board committees
The Beard has established two committees Audit and Remuneration & Appontments, each having wnitten terms of delegated responsibiities

Audit Committee

The Audit Committee comprises the Cornpany Chatrman and the Non-executive Directors and 1s scheduled to meet at least twice
a year Itis the Audit Committee’s role to provide formal and transparent arrangements for considenng how to apply the financal
reporting and internal control requirements of the Code, whilst maintaiming an appropriate relabonshup with the independent auditor
of the Group In order to comply with the requirement of the Code that at least one member has relevant financial expenence,
the Chairman of the Board sits on the Audit Committee

The independent auditor haises with the Audit Committee regarding work to be undertaken and comphies with the Ethical Standards
for Auditors 1ssued by the Auditing Practice Board Each year, pnor to commencing its audit work, the independent auditor confirms
1n writing the nature of any non-audit work on behalf of the Group and the safeguards in place to ensure 1ts independence and objectivity,
any in-year proposals for non-audit work are subject to pnor approval by the Audit Committee

The Company has formal arrangements 1n place to facilitate “whistie-blawing” by employees through a contract wath a third-party
service provider [f any call 1s made to this third party, either the Chief Executive or the Chairman of the Audht Commuttee 15 notified
promptly of the fact and the content of the call, so that appropnate action can be taken

Remuneration & Appointments Committee

The Remuneration & Appointments Committee compnses the Company Chairman and the Non-executive Directors and 1s scheduled
to meet at least once a year It1s the Remuneration & Appointments Comrmttee’s role to estabhsh a formal and transparent policy
on Executive remuneration and to set remuneration packages for individual Directors

Sir Robert Walmsley 1s Chairman of both the Audit and Remuneration & Appotntments Committees

The attendance of the Dwrectors at Board and Committee meetings for the year ended 30 Apnil 2011 was as follows

Remuneration &

Board Audit Appointments

{10 meetings) (4 meetings) (3 meetings)

N Prest {Chairman) 10 4 3
S Carter (Co-Chairmany) 10 4 3
Sir Robert Walmsley (Non-executive Director) 9 4 3
A Thomis {Chief Executive) 10 - -
S Walther (Finance Director and Company Secretary) 10 — -

The Board has not established a Normnations committee This 1s not considered necessary due to the small size of the Cohort Board
The role of the Norminations committee 1s undertaken by the Remuneration & Appointments Committee and the Chief Executive

32




www cohortplc com Cohort plc Annual Report and Accounts 2031

Overview
Business review
Corporate governance

Finanoal statements

Management of the Group and its subsidiary undertakings
The management of the Group and subsidary undertakings 1s as follows

Group management
* Cohort plc Board meeting at least eight times per year

»  Group Executive committee meeting at least four times per year, comprising Cohort ple Executive Directors and subsidiary
Managing Directors

Subsidiary management
+  Monthly executive management meetings involving the senior management of each subsidiary Cohort Executive Directors attend
subsidiary executive management meetings on a regular basis

Shareholder relations

The Company meets with its institutional shareholders and analysts as appropnate and uses the AGM to encourage communication with
private shareholders In addition, the Company uses the Annual Report and Accounts, Intenm Report and website (www cohortplc com)
to provide further information to shareholders

Internal control and risk management

The Board 1s responsible for the system of internal control and for reviewing 1ts effectiveness Such systems are designed to manage rather
than eliminate risks and can provide only reasonable and not absolute assurance against matenal misstatement or loss Each year, on
behalf of the Board, the Audit Committee will review the effectiveness of these systems This 1s achieved primanly by considering the
risks potentially affecting the Group and from discussions with the external auditor

The Group does not currently have an internal audit function due to the small size of the admmstrative function and the high levet
of Director review and authorisation of transactions

A comprehensive budgeting process 1s completed once a year, reviewed and approved by the Board In addition the Group conducts
quarterly re-forecasts The Group's results, as compared against budget and the {atest quarterly forecast, are reported to the Board
on a monthly basis and discussed 1n detall at each meeting of the Board

As reported on last year, the Board (through the Chairman of the Audit Committee) undertook a review of the oversight and control
of the Group and 1ts subsicharies The sigmficant recommendations of this report, which was independently reviewed, have now been
implemented including the key recommendations of

* closer oversight of the subsidianes by the Cohort Executive, and
+ review and implementation of business processes at SCS

In the case of the latter recommendation, further assurance was obtained at the intenm review last December when the Group's auditor,
KPMG, carned out a review of SCS's business processes which confirmed the progress made
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Introduction
The Remuneration & Appointments Committee of the Board 15 responsible for considering Directors’ remuneration packages and makes
1ts recommendations to the Board

Remuneration policy
Remuneration packages are designed to be competitive and to reward above average performance

Executive Directors receive salary, medical cover, pension contribution, annual bonuses and share options

Service contracts of the Executive Directors who served in the year

Andrew Thomis and Simon Walther have service agreements with the Company which can be cancelled by either party giving six months’
notice at any time or 12 months' nottce 1n the event of a change of control ansing as a result of any person or persons acquiring more
than 50% of the voting nghts at a general meeting of the Company

Pensions
The Group makes contributions to a stakeholder pension scheme (a defined contnbution scheme) at a rate of 10% of the
Executive Director’s contnbution

Director’s interest in the equity of Cohort pic
The Directors 1n office during the year under review and their interests in the equity of the Company were

At At
30 April 30 April
2011 2010

number of number of
10p ordinary 10p ordinary

shares shares
S Carter 10,665,718 10,665,718
N Prest 2,084,580 2,084,580
A Thoms 35,230 35,230
Sir Robert Walmsley 25,035 25,035
S Walther 25,601 25,601

Performance incentives
The Group operates a cash bonus scheme and grants share options

A bonus of £22,500 was payable to the Executive Directors for the year ended 30 Apnl 2011 (2010 £Mil)
The bonus paid to Simon Walther for the year ended 30 April 2009 has been repaid in full (£18,750 was outstanding at 30 Aprit 2010)

For the year ending 30 Apnl 2012, the bonus payable to the Executive Directors of Cohort plc 1n respect of that year will be based
upon performance compared to budget for adjusted operating profit, profit before interest and tax, cash and order intake and will
be payable up to a maximum of 35% of salary
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Ordinary shares under aption granted during the year ended 30 April 2011 and outstanding at 30 April 2011 were as fotlows

At 1 May
20190 Date from
or date of Lapsed/ At 30 April which option  Exercise
appointment Granted Exercised forfeited 2011 Date of canbe penod
Number Number Number Number Number grant exercised Years
A Thomis
Cohort plc 2006 share option scheme
under the Enterpnise Management Incentive
{EMI) scheme
- Option price of £1 23 per share 40,650 - - - 40,650 8Mar 2006 9 Mmar 2009 7
- Option price of £1 66 per share 9,036 - - — 9,036 21 Aug 2007 22 Aug 2010 7
- Option pnce of {1 89 per share 10,582 - - - 10,582 11 Jul 2008 12 Jut 2011 7
Cohort plc 2006 share
option scheme (unapproved)
- Option pnce of £1 66 per share 14,056 - - - 14,056 21 Aug 2007 22 Aug 2010 7
- Option price of L1 89 per share 15,873 - - - 15,873 11 Jut 2008 12 Jul 2011 7
- Option price of £1 715 per share 39,650 - - - 39,650 5Aug2009 6 Aug 2012 7
- Option price of £0 835 per share - 66,995 - - 66,995 23 Jul 2010 24 Jul 2013 7
Save as you earn (SAYE) scheme
- Option price of £1 33 per share 866 - - (866) — 12Feb2008 1 Apr 2011
- Option price of £1 38 per share 2,630 - - {(2,630) — 18 Aug 2009 1 Sep 2012
- Option price of £0 97 per share - 3,711 - — 3,711 27 Jul 2010 1 5ep 2013
133,343 70,706 — {(3,496) 200,553
S Walther
Cohort plc 2006 share option scheme
under the Enterpnse Management Incentive
(EMI) scheme
- Option pnice of £1 41 per share 42,554 - - - 42,554 10 Jul 2006 10 Jul 2009 7
- Option pnice of £1 66 per share 21,084 - - - 21,084 21 Aug 2007 22 Aug 2010 7
- Option pnice of £1 89 per share 13,227 - - - 13,227 11 Jul 2008 12 Jul 201 7
Cohort ple 2006 share
option scheme {(unapproved)
- Option price of £1 B9 per share 13,228 — - - 13,228 11 Jul 2008 12 Jul 2011 7
- Option price of £1 715 per share 32,653 - - - 32,653 5 Aug 2009 6 Aug 2012 7
- Option price of £0 835 per share - 55,172 - - 55,172 23 Jul 2010 24 Jul 2013 7
Save as you earn (SAYE) scheme
- Option price of £1 38 per share 6,576 - - {6,576) — 18 Aug 2009 1 Sep 2012
- Option pnice of £0 97 per share - 9,278 — - 9,278 27 Jul 2010 1 Sep 2013
129,322 64,450 - (6,576) 187,196

There are no performance conditions applying to any of the share option schemes above The price paid for all share options

in the above schemes was Mil pence

The rmd-market price of Cohort plc 10 pence ordinary shares at 30 Apnl 2011 was 63 5 pence (2010 106 5 pence), the lowest
and highest market prices in the year were 58 5 pence and 111 0 pence respectively
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Performance incentives continued
The maximum bonus payable for the year ended 30 April 2012 as a percentage of salary s as follows

Group
performance Total
% %
A Thorms 35 35
S Watther 35 35

No bonuses are payable or share options awardable to the Non-executive Directors

Bonus schemes for semor management of the subsidiary compames have been established for the year ending 30 April 2012, wath
a simitar framework to that of the Cohort plc Executive Directors, with varying levels of percentage of salary, none exceeding 35%

Chairman and Non-executive Directors

Both Mick Prest and Sir Robert Walmsley were appointed wn February 2006 Stanley Carter was appomnted Non-executive Co-Chairman

of Cohort plc on 25 May 2009 These appointments can be terminated upon three menths’ notice being given by either party They receved
an annual fee of £54,000 (Chairman), £40,500 (Co-Chairman) and £27,000 (Non-executive) respectively, having agreed to reduce their

fees by 10% for the year ended 30 Apnil 2011

From 9 December 2009 to 31 May 2010, Stanley Carter was the acting Managing Director of SCS Whilst 1n this role, Stanley Carter was
paid a pro rata remuneration of £120,000 per annum and received no fees in respect of is Non-executive role

As from 1 May 2011, the 10% reduction has been reversed and the annual fees payable to the Chairman and Non-executive Directars
are as follows

Chairman - £60,000
Co-Chairman - £45,000
Non-executive Director - £30,000

Directors’ remuneration
Details of Dwrectors’ remuneration are set out below

Benefits Pension
Salary Bonus in kind Emoluments contributions Total Total
2011 2011 2011 2011 2011 2011 2010
£ E 4 4 E E £
Executive Diwrectors

A Thomis 170,000 12,500 598 183,098 1,814 184,912 173,414
S Waither 140,000 10,000 598 150,598 100 150,698 142,058

Non-executive Directors
N Prest 54,000 - - 54,000 - 54,000 60,000
S Carter 55,190 - - 55,190 - 55,190 95,962
Sir Robert Walmsley 27,000 - - 27,000 - 27,000 30,000
Totat 446,190 22,500 1,196 469,886 1,914 471,800 501,434

Salanes for Andrew Thorms and SSimon Walther have been increased to £175,100 and £144,200 per annum respectively for the year ended
30 Apnl 2012
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Statement of Directors’ responsibilities Business review

n respect of the Annual Report and financial statements Corporate governance

Firanoal statements

The Directors are respansible for preparng the Annual Report and the financial statements in accordance with applicable law and regulations

Company law requires the Directors to prepare Group and parent company finanoial statements for each financial year As required by
the AIM Rules of the London Stock Exchange, they are required to prepare the Group financial statements 1n accordance with IFRSs as
adopted by the EU and applicable law and have elected to prepare the parent company financal statements on the same basis

Under company law the Directors must not approve the financial statements unless they are satisfied that they give a true and fair view
of the state of affairs of the Group and parent company and of their profit or loss for that period In preparing each of the Group and
parent company finanoal statements, the Directors are required to

« select sutable accounting policies and then apply them consistently,
* make judgements and estimates that are reasonable and prudent,
» state whether they have been prepared 1n accordance with IFRSs as adopted by the EU, and

 prepare the financial statements on the going concern basis unkess it 1s inappropriate to presume that the Group and the parent
company will continue 1n business

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the parent company's
transactions and disclose with reasonable accuracy at any time the financial position of the parent company and enable them to ensure
that 1ts financial statements comply with the Compares Act 2006 They have general responsibility for talang such steps as are reasonably
open to them to safeguard the assets of the Group and to prevent and detect fraud and other irregulanties

The Directors are responsible for the maintenance and integnty of the corporate and financial information included on the Company’s website
Legislation 1n the UK goverming the preparation and dissermnation of financial statements may differ from legislation in other jurisdictions

Directors’ responsibility statement
We confirm to the best of our knowledge |

1 the financial statements, prepared n accordance with IFRS as adopted by the EU, give a true and fair view of the assets, habilities,
financial position and profit or loss of the Company and the undertakings included 1n the consobdation taken as a whole, and

2 the management report, which 1s incorporated nto the Directors’ report, includes a fair review of the development and performance
of the business and the position of the Company and the undertakings included n the consohdation taken as a whole, together with
a description of the principal nsks and uncertainties that they face

By order of the Board on 27 June 2011

Andrew Thomis Simon Walther
Aljlef Executive Finance Director
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Independent auditor’s report Busness review

to the members of Cohort plc Corporate governance
Financial statements

We have audited the financiat statements of Cohort plc for the year ended 30 Apnl 2011 set out on pages 40 to 76 The financial
reporting framework that has been applied n thewr preparation 1s applicable law and International Financial Reporting Standards
(IFRSs) as adopted by the EU and, as regards the parent company financial statements, as apphied in accordance with the provisians
of the Compames Act 2006

This report 1s made solely to the Company’s members, as a bady, 1n accordance with Chapter 3 of Part 16 of the Compames Act 2006
Our audit work has been undertaken so that we rmght state to the Company’s members those matters we are required to state to them
in an auditor's report and for no other purpose To the fullest extent permitted by law, we do not accept or assume responsibiity to
anycne other than the Company and the Company's members, as a body, for our audit work, for this report, or for the opimons we
have formed

Respective responsibilities of directors and auditor

As explained more fully 1n the Statement of Directors' responsibilities set out on page 37, the Directors are responsible for the preparation
of the financal statements and for being satisfied that they give a true and fair view Our responsibility 1s to audit, and express an opimon
on, the financial statements 1n accordance with applicable law and International Standards on Auditing (UK and ireland) Those standards
require us to comply with the Auditing Practices Board's (APB’s) Ethhcal Standards for Auditors

Scope of the audit of the financial statements
A description of the scope of an audit of financial statements 15 provided on the APB’s website at www frc org uk/apb/scope/private cfm

Opimon on financial statements
In our opimon

= the financial statements give a true and fair view of the state of the Group’s and of the parent company's affairs as at 30 Apnl 201
and of the Group's profit for the year then ended,

* the Group financial statements have been properly prepared n accordance with IFRSs as adopted by the EU,

= the parent company financial statements have been properly prepared 1n accordance with IFRSs as adopted by the EU
and as applied 1n accordance with the provisions of the Compames Act 2006, and

= the financial statements have been prepared in accordance with the requirements of the Companies Act 2006
Opinion on other matter prescribed by the Companies Act 2006

In our opimon the information given in the Directars' report for the financial year for which the financial statements are prepared
15 consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report n respect of the following matters where the Compames Act 2006 requires us to report te you if, In our opimon

-« adequate accounting records have not been kept by the parent company, or returns adequate for our audit have not been received
from branches not visited by us, or

« the parent company financial statements are not 1n agreement with the accounting records and returns, or
* certain disclosures of Directors' remuneration specified by law are not made, or

+ we have not received all the information and explanations we reguire for our audit

Matt Lewis (Senior Statutory Auditor)

for and on behalf of KPMG Audit Ple m c‘%‘d/\
Statutory Auchtor /
Chartered Accountants

Arlington Business Park

Theale RG7 45D

27 June 2011
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Consolidated income statement
for the year ended 30 Apnl 2011

201 2010
Notes L'000 £000
Revenue 1 65,135 78,129
Cost of sates (45,217)  {56,931)
Gross profit 19,918 21,198
Admimistrative expenses (including amortisation of other intangible assets and exceptional items) {17,079) (18,308)
Operating profit 1 2,839 2,890
Compnising
Adjusted operating profit 1 5,034 4,109
Amortisation of other intangible assets 12 (1,477) (595)
Exceptional items 3 (718) (624)
2,839 2,8%0
Finance income 6 27 38
Finance costs 7 (170) (180)
Profit before tax 2,696 2,748
Income tax credit/(expense) 8 65 {437)
Profit for the year attributable to the equity shareholders of the parent 4 2,761 2,291
Earmings per share Pence Pence
Basic 10 679 563
Diluted 10 679 562
All profit for the year s attributable to equity shareholders of the parent and 1s derved from continuing operations
Consolidated statement of comprehensive income
for the year ended 30 Apnl 2011
2011 2010
£'000 £'000
Profit for the year attnbutable to the equity shareholders of the parent 2,761 2,291
Cash flow hedges - income taken to equity 13 60
Total comprehensive income for the year attributable to the equity shareholders of the parent 2,774 2,351
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Share Share
Share premium Own option Hedge Retained

capital account shares reserve reserve earnings Total
Group L7000 £'000 L000 £'000 £'000 E'000 £°000
At 1 May 2009, as previously stated 4,059 29,297 - 266 (49) 12,012 45,585
Prior year adjustment at SCS (see note 11) - — - - — (1,323) {1,323)
At 1 May 2009 (restated) 4,059 29,297 - 266 (49) 10,689 44,262
Profit for the year - — - - — 2,2%M 2,29
Other comprehensive income for the year - - - - 60 - 60
Total comprehensive income for the year - - - - 60 2,29 2,351
Share options exercised 20 222 - - - - 242
Equity dividends - - - - - {754) (754)
Share-based payments - - - 259 - - 259
Transfer of share option reserve on vesting of options - - - (146) - 146 -
At 30 Apnil 2010 4,079 29,519 - 379 1" 12,372 46,360
Profit for the year - — - - — 2,761 2,761
Other comprehensive income for the year - - - - 13 - 13
Total comprehensive income for the year — - - - 13 2,761 2,774
Own shares acquired - - {302) - - - (302)
Equity dividends - - - - - (894) (894)
Share-based payments - - - 317 - - 317
Transfer of share option reserve on vesting of options — - - (141) - 141 -
At 30 April 2011 4,079 29,519 (302) 555 24 14,380 48,255

The profit for the year ended 30 April 2009 has been restated for the overstatement at SCS, profit for the year being reduced

from £5,082,000 to £3,759,000 by a reduction of profit before tax (£1,837,000) less a reduction n the tax charge n respect

of this adjustment {£514,000)
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Share Share
Share premium Own option Retained

capital account shares reserve earnings Total
Company £000 L7000 £'000 £°000 £'000 £'000
At 1 May 2009 4,059 29,297 - 17 21 33,394
Restatement of share option reserve - - - 249 - 249
At 1 May 2009 (restated) 4,059 19,297 - 266 A 33,643
Profit for the year — - - - 3,209 3,209
Other comprehensive income for the year - - - - - -
Total comprehensive income for the year — - — - 3,209 3,209
Share options exerctsed 20 272 - - - 242
Equity dividends — — - — {754) {(754)
Share-based payments — ~ - 259 - 259
Transfer of share option reserve on vesting of options - - - {146) 9 {137)
At 1 May 2010 4,079 29,519 - 379 2,485 36,462
Profit for the year - - — - 2,609 2,609
Other comprehensive income for the year - - - - - -
Total comprehensive income for the year - - - - 2,609 2,609
Own shares acquired — - (302) - - (302)
Equity dividends - - - - (894) {894)
Share-based payments — - - 317 — 317
Transfer of share option reserve on vesting of options - - - (141) 11 {130)
At 30 April 2011 4,079 29,519 {302) 555 4,211 38,062

The reserves of the Group and the Company are described 1n note 25

30 Apnil 2010 and 30 Apnil 2009
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Financlal statements
Group Company
2009 2010 2009
2011 2010 [restated) 2011 {restated) {restated)
Notes £°000 £'000 £7000 £'000 £'000 £'009)
Assets
Non-current assets
Goodwill 12 31,395 31,043 31,043 - - -
Other intangible assets 12 2,155 632 1,227 - - -
Property, plant and equipment 13 7,820 7,930 4,727 20 17 22
{nvestment 1n subsidianes 14 - — - 42,718 42,554 42,452
Deferred tax asset 20 118 1,015 266 6 5 -

41,488 40,620 37,263 42,744 42,576 42,474

Current assets

Inventones 15 356 440 359 - - —
Trade and other receivables 16 20,339 22,837 22,438 414 319 2,067
Derwvative financial instruments 21 575 15 178 - - -
Cash and cash equivalents 10,177 6,656 7,511 - — 6,200
31,447 29,948 30,486 414 319 8,267
Total assets 72,935 70,568 67,749 43,158 42,895 50,741
Liabilities
Current liabilities
Trade and other payables 17 (15,220) (15,117)  {16,164) (402) (341) (619)
Current tax habibties (973) (1,804) (993) - - -
Other loans - - (32) - - -
Denvative financial instruments 21 - (53) (68) - - -
Bank borrowings 18 (3,131) {3,171} (3,167) (4,694) (6,091) (16,199)
Provisions 19 (3,339) (2,411) {1,528) - - (280)

(22,663) (22,556} (21,932) (5,096} (6,432)  (17,098)

Non-current liabilities

Bank borrowings 18 (313) (444) {615) - - -
Deferred tax babibity 20 (1,601) (1,053) (920) - {1 -
Provisions 19 (103) (155) - - - -
{2,017) {1,652) {1,535) - M -
Total liabilities (24,680) (24,208) (23,487) (5,096)  (6,433)  (17,098)
Net assets 48,255 46,360 44,262 38,062 36,462 33,643
Equity
Share capital 22 4,079 4,079 4,059 4,079 4,079 4,059
Share prermum account 29,519 29,519 26,297 29,519 29,519 29,297
Own shares 24 (302) - - (302) - -
Hedge reserve 21 24 1 (49) - - -
Share option reserve 23 555 379 266 555 379 266
Retained earmings 14,380 12,372 10,689 4,211 2,485 21

Total equity attributable to the equity shareholders of the parent 48,255 46,360 44,262 38,062 36,462 33,643

The financial statements on pages 40 to 76 were approved by the Board of Dwrectors and authonsed for i1ssue on 27 June 2011 and are
signed onits behalf by

Andrew Thomis Simon Walther Company number
f Executive Finance Director 05684823
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Group Company
2011 2010 2011 2010
Notes E£'000 L0300 £'000 £'000
Net cash from operating activities 26 6,512 3,961 2,580 4,685
Cash flow from investing activities
Interest received 27 38 27 16
Proceeds on disposals of property, plant and equipment - 35 - —
Purchases of property, plant and equipment 13 {599) {3,795} (14) m
Purchase of own shares 24 (302) - (302} -
Acquisition of subsidianes, net of cash acquired 32 (918) (280) - (280)
Net cash used n investing activities (1,792) (4,002) (289} {265)
Cash flow from financing activities
Dividends paid 9 (894) {754) (894) (754)
Repayment of borrowings (171} (199) - -
Proceeds on 1ssue of shares - 242 - 242
Net cash used win financing activibies (1,065) {711) (894) (512)
Net increase/(decrease) in cash and cash equivalents 3,655 {752) 1,397 3,908
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1. Segmental analysis

Cohort pic Annual Report and Accounts 2011

Overview
Business review
Corporate governange

Financial statements

For management and reporting purposes, the Group currently operates through its three subsidianes MASS, SCS and SEA These
subsidiaries are the basis an which the Company reports 1ts prmary business segment nformation in accordance with IFRS 8

The pnincipal activities of the subsidianies are descnbed in the Overview {pages 1 to 5) and n the Business review (pages & to 25)

Business segment information about these subsidianes 1s presented below

MASS 5C5 SEA Ebminations Group
2011 £°000 £'000 £'000 £'000 £'000
Revenue
External revenue 23,526 18,450 23,159 - 65,135
Inter-segment revenue 8 34 - (42) -
23,534 18,484 23,159 (42) 65,135
Net profit 4,231 1,025 884 - 6,140
Unallocated corporate expenses {1,106}
Adjusted operating profit 4,234 1,025 884 - 5,034
Amortisation of other intangible assets (1,187) - (290) - (1,477)
Exceptional 1items {13) (167) (538) - (718)
Operating profit 3,031 858 56 - 2,839
Finance cost (net of income) - - {35) - {143)
Profit before tax 3,031 858 21 - 2,696
Income tax credit 65
Profit after tax 2,761

All are UK operations and all are continuing The SEA adjusted operating profit of £884,000 (2010 £1,560,000) 1s after crediting
£595,000 1n respect of marking forward exchange contracts to market (2010 charge of £231,000)

Inter-segment sales are charged at arm’s length rates

Unallocated corporate expenses are the costs of the Cohort head office including the remuneration of the Cohort plc Board

MASS 5CS SEA Central Group
Other information £'000 £'000 £'000 £°000 £°000
Capital addtions 374 7 204 14 599
Depreciation 187 83 426 1 707
Balance sheet Eliminations
Assets
Segment assets 8,579 4,519 17,810 (1,700} 29,208
Goodwill 12,500 - 18,895 31,395
Other intangible assets 2,010 - 145 2,155
Cash 10177
Consolidated total assets 23,089 4,519 36,850 72,935
Liabilities
Segment liabikities (9,799) (4,068) (7,958) 1,562 (20,263)
Bank borrowings - - (444) (3,444)
Current tax habiities {(973)
Consolidated total habilities (9,799) (4,068) (8,402) {24,680)
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MASS SCS SEA Ebminations Group
2010 £'o00 £'000 £'000 £'000 £000
Revenue
External revenue 21,484 26,398 30,247 - 78,129
Inter-segment revenue - 28 — {28) wn

21,484 26,426 30,247 (28) 78,129

Net profit 3,549 90 1,960 - 5,199
Unallocated corporate expenses (1,090)
Adjusted operating profit 3,549 90 1,960 - 4,109
Amortisation of other intangible assets (305) - (290) - {993)
Exceptional 1items (223) (310} (291) — (624)
Operating profit/{loss) 3,021 {220} 979 - 2,890
Finance cost (net of income) — 14 (35) — (142)
Profit/{loss) before tax 3,021 (206} 944 - 2,748
Income tax expense (457)
Profit after tax 2,29
All are UK operations and all are continuing
Inter-segment sales are charged at arm’s tength rates
Unallocated corporate expenses are the costs of the Cobort head office including the remuneration of the Cohort plc Board

MASS 5CS SEA Central Group
Other information 000 £'000 £000 £'000 £000
Capital addinions 2,987 332 475 1 3,795
Depreciation 57 105 389 3 557
Balance sheet Eliminatrons
Assets
Segment assets 7,872 5,470 19,208 (313) 32,237
Goodwill 12,148 - 18,895 31,043
Other intangible assets 197 — 435 632
Cash 6,656
Consolhidated total assets 20,217 5,470 38,538 70,568
Liabilities
Segment habilities (5,709) (4,763) {9,484) 1,167 (18,789)
Bank borrawings - - (619) (3,615)
Current tax habilities (1,804)
Consolidated total habihties {5,709) {4,763} (10,099) (24,208)

For the purpeses of monitoring segment performance and allocating resource between segments, the Group’s Chef Executive momtors

the tangible, intangible and financial assets attributable to each segment

All assets are allocated to reportable segments with the exception of central cash and bank borrowings, and current tax habihties

Goodwill and other intangible assets are allocated to reportable segments as analysed in note 12
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The Group’s subsidianes are all located 1n the UX The foilowing table provides an analysis of the Group’s revenue by geographical

location of the customer

2011 2010
£'000 £:000
UK 52,432 64,033
Other EC countnes 6,336 8,236
Asia Pacific 6,104 5,692
usa 263 168
65,135 78,129
All the Group’s assets, tangible and intangible, are located in the UK
Market segments
The following table provides an analysis of the Group’s revenue by market sector
2011 2010
£'000 £'000
Defence 51,379 64,624
Space 7,791 8,188
Transport 2,138 3,365
Cther commercial 3,827 1,952
65,135 78,129
Major customers
Revenue from major customers included n the Group's business segments for the year ended 30 Apnl 2011 are as follows
2011 2011 2014 2010 2010 2010
UK MOD Customer A Customer 8 UK MOD  Customer A Customer B
£'000 £'000 £'000 L'000 E'000 £'000
MASS 9,601 3,892 - 10,197 4,336 -
SCS 12,494 612 - 20,318 1,669 -
SEA 5,644 4,137 5,858 9,752 4,475 5,776
27,739 8,641 5,858 40,267 10,480 5,776
2. Employee benefit expense (including hrectors)
201 2010
£'000 C'000
Wages and salanes 26,622 28,941
Social secunty costs 2,912 3,248
Defined contnbution pension plan costs 1,791 1,585
Share-based payments 317 259
31,642 34,033
Average number of employees (including Directors)
2011 2010
Number Number
Other operational 379 485
Managed services 68 56
Total operational 447 541
Admimstration and support 129 120
576 661

The above disclosures include Directors Directors’ emoluments and share option details are disclosed separately 1n the Remuneration

& Appointments Commttee report on pages 34 to 36
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3. Exceptional items
The net exceptional charge compnises
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2011 2010
£'000 L'000
Restructuring at 5CS 177 310
Restructuring at SEA 538 291
Relocation of MASS's operations - 148
Cost of acquisition of Abacus EW 13 75
Profit on sale of AGS (1) (200)
718 624
All exceptional 1items are 1n respect of continuing operations
The tax credit in respect of exceptional items 15 £200,000 (20910 £210,000) and 15 1n respect of the continuing 1tems
4. Profit for the year
The profit for the year has been arnved at after charging/{crediting)
01 2010
Notes £000 £000
Net foreign exchange (gains)/losses pa| {555) 162
Research and development costs 10,241 8,546
Depreciation of property, plant and equipment 13 707 557
Amortisation of other intangible assets 12 1,477 595
Cost of inventones recegmised as expenses 18,193 18,709
Staff costs (excluding share-based payments) 2 31,325 33,774
Share-based payments 23 37 259
All of the above charges are 1n respect of continuing operations
5. Auditor’s remuneration
The analysis of the auditor’s, KPMG Audit Plc (2010 KPMG Audit Plc), remuneration s as follows
2011 2010
£'000 L0000
Fees payable to the Company’s auditor for the audit of the Company’s and consolidated accounts 10 10
Fees payable to the Company's auditor for the audit of the Company’s subsidianes 60 60
Total audit fees 70 70
Tax services - -
Other services pursuant to legislation 26 -
Corporate finance services - 8
Total non-audit fees 26 g
Total fees paid to the auditor and its associates 96 78
Charged to profit for the year 96 78

Other services pursuant to legislation includes £8,000 i respect of a review of SCS's internal controls and processes, £5,000 1n respect
of a review of the Group’s internim statement for the six months ended 31 October 2010 and £12,500 for general accounting advice

The corporate finance services for the year ended 30 April 2010 were n respect of the acquistion of Abacus EW

Fees payable to KPMG Audit Plc and their associates for non-audit services to the Company are not required to be disclosed because

the consohdated financial statements are required to disclose such fees on a consolidated basis only

6. Finance income

20n 2010

£000 £7000

Interest on bank deposits 27 16
Other interest recevable - 12
27 38

All finance 1ncome 1s 1n respect of continuing operations
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7. Finance costs
2011 2010
£'000 £7000
Interest on loans wholly repayable 1n more than five years - 10
Bank and short-term interest 170 170
170 180
Al finance costs are 1n respect of continuing operations
8. Income tax (credit)/expense
2011 2010
£'000 £'600
Corporation tax n respect of this year 459 961
Corporation tax 1In respect of prior years {(1,124) 135
(665) 1,096
Deferred tax n respect of this year 14 (639)
Deferred tax n respect of prior years 586 -
600 (639)
(65) 457

The corporation tax is calculated at 27 83% (2010 28 00%) of the estimated assessable profit for the year, as disclosed below

The current tax in respect of the year ended 30 Aprit 2011 includes £200,000 credit (2010 £210,000) n respect of exceptional 1tems
The deferred tax includes a credit of £414,000 wn respect of amortisation of other intangible assets {2010 £177,000 credit) The deferred

tax s further explained n note 20

The tax charge for the year 1s reconciled to the profit per the consolidated income staternent for the year ended 30 April 2011 as follows

2011 2010

£'000 £000

Profit before tax on continuing operations 2,696 2,748
Tax at the UK corporation tax rate of 27 83% (2010 28 00%) 750 769
Tax effect of expenses that are not deductible 1n determiring taxable profit 126 231
Tax effect of R&D tax credits (716) (508)
Tax effect of exceptional 1tems that are not recognised in determining taxable profit 1 (35)
Tax effect of change n tax rate from 28% to 26% (155} -
Tax effect of de-recogmsing brought forward tax losses 467 -
Tax effect of prior year R&D tax credits {538) -
Tax {credit)/expense for the year (65) 457

The UK corporation tax rate for the year ended 30 Apnl s calculated at 27 83%, based upon eleven months at 28 00% and one month at 26 00%

In addition to the amount charged to the 1ncome statement, the following amounts relating to tax have been recognised for the year

ended 30 Apnl 2011 directly in other comprehensive income

2014 2010
£'000 £'000

Deferred tax charge ansing on income and expenses recogmsed in other comprehensive income
revaluations of financal instruments treated as cash flow hedges 5 23
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9. Dividends
201 2010
£'000 £°000
Amounts recognised as distnbutions to equity helders in the penod
Final dividend 1n respect of the year ended 30 April 2010 at 1 40 pence per ordinary share
(2009 1 20 pence per ordinary share) 571 489
Intenim dividend n respect of the year ended 30 Apnl 2011 at 0 80 pence per ordinary share
(2010 0 65 pence per ordinary share) 323 265
894 754

Proposed final dividend for the year ended 30 Apnl 2011 at 1 60 pence per ordinary share
{2010 1 40 pence per ordinary share} 647 YA

The proposed final dividend is subject to approval by shareholders at the AGM to be held on 1 September 2011 and has not been
inctuded as a hability in these financial statements

If approved, this dividend will be paid on 7 September 2011 to shareholders on the register as at 5 August 2011
The Cohort plc Employee Benefit Trust, which hotds ordinary shares in Cohort ple, representing 0 9% of the Company’s called up share
capital, has agreed to waive all dwvidends due to it 1n accordance with an arrangement dated 20 November 2009

10. Earnings per share
The earrmngs per share are calculated as follows

w0n 2010
Wweighted Weighted
average average
number Earnings number Earnings
of shares Earnings  per share of shares Earmings per share
Number £°000 Pence Number £'000 Pence
Basic earmnFs (net profit attnbutable
to equity holders of Cohort plc) 40,633,523 2,761 6.79 40,727,969 2,2M 563
Share options 1,143 - - 55,361 - —
Diluted earmings 40,634,666 2,761 6,79 40,783,330 2,291 562

The basic earnings per share are calcutated by dividing the profit attnbutable to equity holders of the parent company (Cohort plc)
by the weighted average number of ocrdinary shares n 1ssue during the year The diluted earmngs per share are calculated by dividing
the profit attributable to equity holders of the parent company by the weighted average number of shares n 1ssue during the year

as adjusted for the effects of potentially dilutive share options

The weighted average number of shares for the year ended 30 Apnl 2011 1s after deducting the own shares purchased during the year

In addition, the adjusted earmings per share of the Group are calculated in a similar manner to the basic earnings per share with the
adjustments to the basic earmngs as shown below

2011 2010
Weighted weighted
average average
number Earnings number Earnings
of shares Earnings  per share of shares Earmngs per share
Notes Number £'000 Pence Number £°000 Pence
Basic earmngs 40,633,523 2,761 6.79 40,727,969 2,291 563
Exceptional 1items (net of income tax
of £200,000, 2010 £210,000) 3 - 518 - — 414 -
Amortisation of other intangible assets (net
of income tax of £414,000, 2010 £177,000) 12 - 1,063 - — 418 -
Adjusted earnings 40,633,523 4,342 10 69 40,727,969 3,123 767
Share gptions 1,143 - - 55,361 - -
Diluted adjusted earmings 40,634,666 4,342 10 69 40,783,330 3,123 766

The adjusted earmngs are 1n respect of continuing operations

The adjustment for the exceptional items (net of iIncome tax) 1s analysed n note 3
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11. Prior year restatement
The Group’s opemng reserves at 1 May 2009 were reduced by £1,323,000 in respect of an overstatement of traded and other
recewvables of £1,837,000 less tax of £514,000

12, Goodwill and other intangible assets

Goodwill Other Intangibte assets
SEA MASS Group SEA MASS Group

£600 £'000 £°000 £'000 £'000 £000
Cost
At 1 May 2009 18,895 12,148 31,043 1,160 1,340 2,500
At 1 Mmay 2010 18,895 12,148 31,043 1,160 1,340 2,500
Acquisition of Abacus EW - 352 352 - 3,000 3,000
At 30 April 2011 18,895 12,500 31,395 1,160 4,340 5,500
Amortisation
At 1 May 2009 - - - 435 838 1,273
Charge for the year ended 30 Apnil 2010 — - - 290 305 595
At 1 May 2010 - - - 725 1,143 1,868
Charge for the year ended 30 Aprii 2011 - - — 290 1,187 1,477
At 20 April 2011 - - - 1,015 2,330 3,345
Net book value
At 30 April 2011 18,895 12,500 31,395 145 2,010 2,155
At 30 Apnil 2010 18,895 12,148 31,043 435 197 632

Goodwilt anises on the acquisition of subsidianes These subsidianes are the cash-generating umts to which goodwill has been allocated

Abacus EW was acquired 14 May 2010 (see note 32) The goodwill and other intangible assets arising on ttis acquisition have been
included as part of MASS (the acquiring entity), the separable and \denufiable cash-generating unit

The amortisation charge s disclosed as “Amortisation of ather intangible assets” in the income statement
The Group tests goodwill annually for impairment, or more frequently 1f there are indications that goodwill might be impaired
The recoverable amounts of the subsidianies {cash-generating umts) are deternmned from value-in-use calculations

The key assumptions for the value-n-use calculations are those regarding discount rates, growth rates and any other factors which
may affect future performance as known of 1n the current period

The Group's substdianes have prepared cash flow farecasts as part of the recent annual budgetary process, as approved by management
This provides the next three years’ cash flow forecasts which have been extrapolated forward at an estimated long-term growth rate
of 2 25% {2010 2 25%) The cash flow forecasts are prepared on a consistent basis based upon each subsidiary’s budget To this has
been applied the Group's estimated weighted average cost of capital (WACC) of 12 3% (2010 11 5%)

The Group’s WACC 15 an estimate based upon the Company's current equity nsk, market interest rates, Company debt interest rates
and market equity nsk The same rate of WACC and long-term growth rate have been applied to the assessment of the carrying value
of goodwill for both MASS and SEA, since the businesses have stmilar market expernience and exposures

On the basis of these tests, no impairment of goodwill has anisen in the year ended 30 April 2011 i respect of MASS (including Abacus EW}

The impairment test for the goodwill 1n respect of SEA 1s more sensitive with no impairment at the Group’s WACC of 12 3% but 1s 1mpaired
by £5 Om f the Group’s WACC increases to 15 5%
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12. Goodwill and other intangible assets continued
The other intangible assets anse on the acquisition of the subsidiaries and are disclosed above

www cohortple com

The other intangible assets are amortised over the estimated lives of the specific other intangible asset, as follows

Remaimng
period of
Other amortisation
intangible  Estimated  at 30 Apnil
assets lfe 201
£°000 Years Years
MASS
On acquisition of MASS
Contracts acquired 1,060 4 -
Contracts to be secured 280 7 2125
1,340
On acquisition of Abacus EW
Contracts acquired 1,446 3 210
Future orders and prospects 1,074 2 110
Intellectual property nghts 480 3 210
3,000
4,340
SEA
Contracts acquired 1,160 4 0 50
13. Property, plant and equipment
. Land and Fixtures and
buildings equipment Total
Group £'000 £'000 £'000
Cost
At 1 May 2009 4,309 3,264 7,573
Additions 2,393 1,402 3,795
Disposals - (567) {567)
At 1 May 2010 6,702 4,099 10,801
Additions 13 586 599
On acquisition of Abacus EW - 4 4
Disposals (1) {35) (36)
At 30 April 2011 6,714 4,654 11,368
Depreciation
At 1 May 2009 428 2,418 2,846
Charge 1n the year 82 475 557
Eliminated on disposal - (532) (532)
At 1 May 2010 510 2,361 2,871
Charge 1n the year 106 601 707
Elrminated on disposal - {30} (30)
At 30 April 2011 616 2,932 3,548
Net book value
At 30 April 2011 6,098 1,722 7,820
At 30 Apnl 2010 6,192 1,738 7,930

The Company’s property, plant and equipment was £20,000 at 30 April 2011 (2010 £17,000)
The depreciation charge s disclosed within “admimstrative expenses” n the consolidated income statement

The property, plant and equipment have been pledged to secure the Group's banking faciities

The valuation (in accordance with [nternational Valuation Standards) of the Group's land and buildings at 30 April 2011 supports

the above net book value

The Group’s land and buildings as disclosed above are the cost of purchase plus refurbishment and the valuation on acquisition

As such the Group has no revaluation reserve at this ime
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14. Investment in subsidiaries and joint ventures
Group Company
2011 2010 2011 2019
£'000 £'000 £000 £'000
Subsidiary undertakings - - 42,718 42,554

Joint ventures - - - _
- — 4,718 42,554

A list of the sigmficant tnvestments 1n Joint ventures and subsidianes is as follows

Praportion of

shareholding
Country of Type of  and voting
Name of company registration shares  nights held Nature of busihess
Directly owned
Systems Consultants Services Lirited (SCS) England Ordinary 100% Techmcal consultancy
MASS Limited England Ordinary 100% Holding company of MASS Consultants Lirmted
S5EA (Group) Limited (SEA) England Ordinary 100% Holding company of Systems Engineering and
Assessment Limited, Beckington Castle
Limted and various dormant subsidianes
Held through a subsidiary
MASS Consultants Lirmted (MASS) England Ordinary 100% Electromc warfare, managed services, secure
communications and IT support services
Systems Engineering & Assessment Lirmted England Ordinary 100% Deliverer of systems engineenng, software
and electromc engineenng services and
solutions to defence, space and transport
Beckington Castle Limited England Ordinary 100% Property company holding freehold
of Beckington Castle
Abacus EW Consultancy Lirmted England Ordinary 100% Electromc warfare traimng services
and software applications
Advanced Geospatial Solutions Limited (AGS) England  Ordinary 50% Formerly 3D mapping technology
{business of AGS sold 1 August 2009)
Digital Millenmum Map LLP ({DMM) England Ordnary 25% 2D digital mapping - 1n admimstration

DMM and AGS, which are both retained as investments of the Group, are not accounted for under the equity method of accounting
as the Group ceased to have an active participation from 1 November 2006 and 30 April 2009 respectively

All shares held 1n subsidianes and joint ventures are the same class and carry equal weighting to any shares held by other shareholders
For information, the performance of DMM for the year ended 30 Apnil 2011 was as follows

Year ended Cumulative
30 April  to 30 April

201 2014

£'000 £'000

Unrecogmsed share of profit 29 40
Revenues 121 2,825
Expenses . (5) (3,624)
Profit/({loss) 116 {799)
2011 2010

£'000 £'000

Total assets 14 121
Total habiities (4) {(33)

The Group has received and continues to receive a return on 1ts onginal investment 1in DMM  This income 15 disclosed in “admimstrative
expenses” within the consolidated income statement
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14. Investment in subsidiaries and joint ventures continued
For information, the performance of AGS for the year ended 30 April 2011 was as follows
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Year ended Cumulative

30 Apnil  to 30 April

2011 2011

£000 £000

Unrecognised share of profit 5 20

Revenues 12 901
Expenses (1 (2,070)
Profit/{loss) 1 {1,169)

2011 2010

£'000 £°00Q

Total assets 7 5
Total babibties (1,135) {1,144}

business disposal of £10,000 in the year ended 30 Apnl 2011, which 15 disclosed as an exceptional 1tem {see note 3)

Company
The Company’s investments n subsidianes are as follows

AGS sold 1ts business on 1 August 2009 The Group retains 1ts investrment 1n AGS and recewved further consideration 1n respect of the

MASS SCS SEA Total
£'000 £'000 £'000 £'000
At 1 May 2009 14,328 1,584 26,291 42,203
Restated for share-based payments 121 83 45 249
At 1 May 2009 (restated) 14,449 1,667 26,336 42,452
Share-based payments 92 " 105 268
Vested n year (104) (33) (29) {166}
At 1 May 2010 14,437 1,705 26,412 42,554
Share-based payments 105 84 105 294
Vested 1n year (27) (66) 37 {130)
At 30 April 2011 14,515 1,723 26,480 42,718
15. Inventories
2011 2010
£'000 £7000
Fimished goods 356 440
The inventory at 30 Apnil 2011 1s after a stock provision of £164,000 (2010 £227,000)
The inventory has been pledged to secure the Group’s banking facilities
16. Trade and other receivables
Group Company
2011 2010 2014 2010
E'000 £'000 £'000 £000
Trade receivables 13,329 15,522 - -
| Allowance for doubtful debts (108) (104) - -
| 13,221 15,418
: Amounts recoverable on contracts 5,822 6,171 - —
Prepayments and accrued income 1,296 1,248 29 73
Amounts due from subsidiary undertakings - - 385 246
20,339 22,837 414 319

The average credit penod taken on sales of goods 1s 63 days (2010 50 days) Of the trade receivables balance, £3 3m was considered overdue
at 30 April 2011 (2010 E£3 3m) Overdue 15 defined as trade receivables sult due 30 days or more after invoice date The allowance for
doubtful debt 1s determined by management’s best estimate, by reference to the particular receivables over winch doubt may exist

Mone of the other recewables was past due
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16. Trade and other receivables continued

The Directors consider that the carrying amount of trade and other recewvables approximates to their fair values The targest trade recewable
to which the Group 1s exposed at 30 Apn{ 2011 1s the UK MOD, with a balance outstanding of £3 5m (2010 £4 Zm) Other customers who
represent more than 5% of the total balance of trade recewvables include

2041 2010

Em Em

Customer A 1.6 23
Customer B 11 34
Customer C 1.0 01

Trade recewvables nclude £1 7m (2010 £4 1m) denormnated n foreign currency

The majonty of the Group’s customers are UK or overseas government orgamsations and larger prime contractors 1n the defence
and space sectors

The Group assesses all new customers for credit worthiness before extending credit In the case of overseas customers, the Group utibises
various payment protectron mechantsms including but not limited to export credit guarantees, letters of credit and advance payments

Trade receivables disclosed above include amounts which are part due at the reparting date but against which the Group has not
recogmsed an allowance for doubtful debts because the credit quality of the customer 1s not considered to have changed and the
amount due 15 considered fully recoverable

2011 2010

Ageing of past due but not impaired recevables E'000 £'000
30 - 60 days 2,795 2,198
60 - 90 days 153 25
> 90 days 323 1,032
3,271 3,255

2011 2010

Movement for the aliowance 1n doubtful debts £'000 £000
Balance at 1 May 104 -
Impairment losses recogmsed 43 104
Amounts written off as uncollectabte n year 9 -
Amounts recovered during year (30) -
Impairment losses reversed - -
Balance at 30 April 108 104

The trade recewvables which are \mpaired and pravided for by the allowance in doubtful debts are all greater than 90 days old

17, Trade and other payables

Group Company
2011 2010 2011 2010
£'000 £r000 £'000 £'000
Advance receipts 3,185 1,680 - -
Trade payables and accruals 5,407 8,372 36 50
Other payables 22 24 22 24
Social secunty and other taxes 2,593 2,123 52 44
Accruals 4,013 2,918 284 223
Amounts due from subsidiary undertakings - - 8 -
15,220 15,117 402 341

Trade payables and accruals principally comprise amounts outstanding for trade purchases and ongoing contract costs Advance receipts
reflect invorcing ahead of work done 1n accordance with contracted terms The average credit penod taken for trade purchases s 53 days
{2010 26 days) The Group has financial nsk management policies 1n place to ensure that all payables are paid within the pre-agreed
credit terms

Trade payables and accruals, other payables and taxes are all due for settlement within 12 months of the year-end, the majority within
three months The advance receipts will unwind over the next 12 months

Social secunty and other taxes include employment taxes and VAT
The Directors consider that the carrying amount of trade payables approximates to thew fair values

Total payable includes £1 3m (2010 £1 5m) denominated n foreign currency
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18. Bank borrowings
Group Company
2011 2010 2011 2010
£'000 £'000 E'000 £'000
Bank overdrafts - - 1,694 3,091
Bank loans 3,444 3,615 3,000 3,000
3,444 3,615 4,694 6,091
All borrowings are secured over all the fixed and floating assets of the Group
Analysis of Group bank borrowings by currency
Sterling Euros uss Total
£'000 L0000 £'800 £7000
At 30 Apnl 2011
Bank overdrafts - — - -
Bank loans 3,444 — - 3,444
3,444 - - 3,444
At 30 Apnl 2010
Bank overdrafts - - - -
Bank loans 3,615 - - 3,615
3,615 - - 3,615
These borrowings are repayable as follows
Group Company
2011 2010 2011 2010
£'000 £'000 £'000 £'000
On demand or within one year 3,131 3171 4,694 6,0M
In the second year 84 130 - -
In the third to fifth years inclusive 229 258 - -
After five years - 56 - -
3,444 3,615 4,694 6,091
Less amounts due for settlement within 12 months (shown under current habilities) (3,131) (3,171) (4,694) 6,091)
Amount due for settlement after 12 months 313 444 - -
The weighted average interest rates paid were as follows
2011 2010
% %
Bank overdrafts - -
Bank loans 3.10 317
The other principal features of the Group's borrowings are as follows
a The bank overdrafts are repayable on demand The Group operates a sterling current account offset facility The interest rate
applicable to the overdraft faciity when drawn 1s at 2 25% (2010 2 25%) above the Bank of England base rate Overdrafts in currency

other than sterling are not part of the sterling current account offset facility and are disclosed as part of bank borrowings above
b The bank loans of the Group are as follows

1 £3 Om structured debt faciity of 364 days with an option to term the loan out (fix the repayment period of the borrowing)
for up to three years during the 364 day penod, at a floating rate of 2 00% to 2 75% above LIBOR, fixed in advance on one
to six month terms, and

1 £0 4m 1n mortgages repayable over 15 years with completion dates of 26 February 2012 and 8 July 2017 for £49,000
and £395,000 respectively

The interest rates on these mortgages are floating at 1 5% above LIBOR with £395,000 hedged using an interest rate swap, fixing the
interest rate at 6 38%

The weighted average period until matunty of the fixed interest loan was five years and for the varable rate loans was one year
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18. Bank borrowings continued

At 30 Apnil 2011, the Group had available £5 Om of undrawn overdraft facility and £4 5m of undrawn commutted structured debt faahity
Duning the year ended 30 April 2011, the Group switched £2 5m of undrawn facility from 1ts committed structured debt facility to its
overdraft faciity All facihties are 1n sterbing The Dwrectors consider the carrying amount of bank borrowings approximate to their fair value

The Group’s net funds at 30 April 2011 of £6 7m (2010 £3 Om) are all with RB5

19. Provisions

Onerous Other contract
Abacus EW MASS  Withdrawal lease related

earn out earn out from AGS Restructuring commitment Warranty  provisions Total
Graup £'000 £'000 £000 000 £'000 £Q00 £'000 E£'000
At 1 May 2009 - 280 210 - — 143 895 1,528
Charged/{credited) to the income statement - - (66) 105 215 247 1,243 1,744
Utilised - - (122) - - (85) (320) (527)
Reclassification from trade and other payables - - - - - - 1o 101
Earn out payment - (280) - - - - - (280)
At 1 May 2010 - - 22 105 215 305 1,919 2,566
Charged/(credited) to the income statement - - - 538 - 82 (21} 599
Utllised - - - (581) (45) (98) (510)  (1,234)
Acquisition of Abacus EW 1,400 - - - - — m 1,511
At 30 Apnl 2011 1,400 - 22 62 170 289 1,499 3,442
Provisions due less than one year 1,400 - 22 62 67 289 1,499 3,339
Provisions due greater than one year - - - - 103 - - 103
At 30 April 2011 1,400 - 22 62 170 289 1,499 3,442
Provisions due less than one year - - 22 105 60 305 1,919 2,41
Provisions due greater than one year - - - - 155 - - 155
At 30 Apnil 2010 - - 22 105 215 305 1,919 2,566

The earn out provision 1n respect of the acquisition of Abacus EW was recogrused at 14 May 2010 The earn out payable of up to £1 4m
15 disclosed above on acquisiion and 15 potentially payable over the next two years However, the full amount 1s potentially payable within
12 months and the provision 1s disclosed as due 1n less than one year for that reason Any reduction in the net earn out payable in
respect of Abacus EW over the next two years will be recogmsed n the consohidated income statement as an exceptional item

The MASS earn out was 1n respect of the obligation of the Group ta settle deferred consideration payable to the vendors of MASS on recewing
certain overseas contracts as set out 1n the sale and purchase agreement pertaining to the acquisition On 5 June 2009, agreement was
reached to pay the vendors of MASS £280,000 (after costs) in full settlement of the earn out The earn out was paid on 11 June 2009

The provision in respect of the withdrawal from AGS 1s to cover existing commitments related to the periad prior to the sale of the
AGS business 1n August 2009

The restructuring provision at 30 April 2011 15 1n respect of the Group’s subsidianies £54,000 1n respect of SEA and £8,000 1n respect
of SCS (2010 £105,000 n respect of 5CS) All provisions are expected to be utilised in the next 12 months

The oneraus lease commitment 1s 1n respect of MASS's continuing lease obligations on 1ts former operating property 1n 5t Neots which
1t vacated 1n August 2010 to enter its new freehold property, Enterprise House This obhigation will expire in May 2013

The warranty provisions are management's best estimates of the Group's llabiity under warranties granted on software and ather
products supplied and are based upon past expenence The tirmng of such expenditure 35 uncertain although warranties generally
have a ime hrmt of no more than 12 months, unless a longer warranty period 15 purchased by the customer

Warranty provisions are reviewed at the half year and year-end 1n the light of actual spend and the remaining cbligations to be fulfilled

The other contract related provisions are management's best estimate of the Group’s exposure to contract related costs and undertakings
which are 1n addition to contract accruals and nclude contract loss provisions The timing of these 15 uncertain but expected to be
resolved within 12 months of the balance sheet date These anse where a service or product has been previously delivered to the
customer and the Group recewves a claim or an adverse indication in respect of the work done Where the amount required 1s uncertain
or the Group disputes the amount of the claim, provisions 1s made for the best estimate of the amount that will be required to settle
the 1ssue
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19. Provisions continued

Contract loss provisions are 1n respect of contracts where the estimated cost at completion exceeds the total expected revenue
of the contract The contract loss provision 1s recogmsed as a provision 1n full immediately it anses The contract loss provisions
are held 1n respect of contracts which are expected to complete 1n the next 12 months

Other contract related provistons also includes property dilapidation provisions and other trade related 1ssues which may not be
related to a trading contract These balances are /mmatenal

MASS
earn out Total
Company £'000 £'000
At 1 May 2009 280 280
Adjustment to other intangible assets - -
Earn out payment (280) {280)
At 1 May 2010 and 30 April 2011 = =
At 30 April 2011:
Provisions due less than one year - -
Provisions due greater than one year - -
At 30 Apnl 2010
Provisions due less than one year - -
Provisions due greater than one year - -
20. Deferred tax
Accelerated Other Other short
tax intangible Revaluation term timing
depreciation assets  of building differences  Tax losses  Derwvatives Group
£'000 £'000 £r000 *000 £000 £'000 £'000
At 1 May 2009 {240) - (649) 266 - (31) (654)
(Charge)/credit to the income statement 13 (177) — n 467 65 639
Debit to equity - - - - - (23) {23)
At 1 May 2010 (227} {177) (649) 537 467 " (38)
(Charge)/credit to the income statement (178) 414 52 (409} (467) {167) {755)
On acquisition of Abacus EW (see note 32) - (840) - - - - (840)
Debit to equity - - - - - (5) (5)
Effect of change in tax rate
- Income statement 68 43 43 (10} - 1" 155
- equity - - — — — — -
At 30 April 2011 {337) (560) (554) 118 - {150) (1,483)

The deferred tax charge of £600,000 15 a combination of the charge to the income statement (£755,000) and the effect of the change
n tax rate from 28% to 26% on those 1items recogmsed in the income statement (£155,000 credit)

The charge 15 disclosed as £14,000 (2010 £639,000 credit) in respect of the current year and £586,000 (2010 £Nil) in respect of prior
years The pror years’ charge mainly anses from general provisions being recogmsed as specific provisions 1n the corporation tax for
prior years

Certain deferred tax assets and babilities have been offset where the Group has a legally enforceable right to do so The following
15 the analysis of the deferred tax balances (after offset) for financial reporting purposes

2011 2010

£'000 £'000

Deferred tax assets 118 1,015
Deferred tax habiities (1,601) (1,053)
(1,483) (38)

At the batance sheet date the Group had unused trading tax losses within its subsidiaries of £19m (2010 £1 6m) availabie for offset
against future profits This was not recogmsed as a deferred tax asset at 30 Apnit 2011 (2010 £467,000 asset) as the losses are not
considered recoverable in the foreseeable future These tax losses can all be carned forward indefimtely
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20. Deferred tax continued
A deferred tax bability in respect of the revaluation of freehold building arose on the acquisition of SEA and 1s the potential tax
hability payable on the revaluation gain 1n respect of the building with reference to its listoncal cost

The deferred tax asset tn respect of the share-based payments has not been recogmised as the Group's share options 1n 1ss5ue remain
below the average market pnce and the realisation of any deferred tax asset 1s considered remote

The Company’s deferred tax balance at 30 Apnl 2011 was an asset of £6,000 (2010 £4,000) being £5,000 (2010 £4,000) 1n respect
of other short-term timing differences and accelerated tax depreciation of £1,000 (2010 £MNil)

On 23 March 2011, the Chancellor announced the reduction in the main rate of UK corporation tax to 26% with effect from 1 April 2011
This change became substantwvely enacted on 29 March 2011 and therefore the effect of the rate reduction creates a reduction in the
deferred tax habihity which has been included wn the figures above

The Chancellor also proposed changes to further reduce the main rate of corporation tax by 1% per annum to 23% by 1 April 2014, but
these changes have not yet been substantively enacted and therefore are not included n the figures above The overall effect of the

further reductions from 26% to 23%, 1f these applied to the deferred tax balance at 30 Apnil 2011, would be to further reduce the net

tax hatnlity by £171,000

21, Derivative financial instruments
The Group has dervative financial instruments as follows

2011 2010
£'000 £'000
Assets

Foreign currency forward contracts 542 -
Interest rate swap 33 15
575 15

Liabilities
Foreign currency forward contracts - (53)
Interest rate swap - -
— (53)

1 The changes in marking the outstanding foreign currency forward contracts to fair value are charged or credited to the
consolidated income statement as part of cost of sales They are in respect of trading contracts undertaken by the Group and
are all in respect of the S5EA subsidiary and are disclosed within the SEA's adjusted operating profit in the segmental analysts
(see note 1) The (credit)/charge to the consolidated income statement for the year ended 30 April 2011 was as follows

201 2010
£'000 £'000
Foreign currency forward contracts (595) 231

n  The interest rate swap and 1ts related deferred tax 1s shown as part of the hedge reserve as it 1s designated an effective
cash flow hedge

Currency derivatives
The Group utiises forward currency contracts to hedge sigmificant future transactions and cash flows The Group 1s party to a number
of foreign currency forward contracts n the management of its foreign exchange rate exposure

The changes 1n total outstanding committed foreign currency forward contracts of the Group were as follows

Buy Sell Sell Buy Seli Buy
2011 £'000 €000 £'000 us$'ooo €000  US$'000
At forward exchange rates
AL 1 May 2010 11,370 13,029 - - - -
Transferred to the income statement 1n respect of matured contracts (9,286) (10,629) - - - n
New contracts 8,257 9,707 (543) (873) (1,699) (2,380)
At 30 April 2011 10,341 12,107 (543) (873) (1,699) (2,380)
Fair value adjustment 440 19 93
At 30 April 2011 at closing spot rate 10,781 {524) (1,6006)

5%
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The €93,000 fair value adjustment tn respect of euros to USS forward contracts equates to a sterling adjustment of £83,000 The total
fair value adjustment 1s £542,000 debit (2010 £53,000 credit) and the change in the forward exchange fair values for the year ended
30 April 2011 55 £595,000 which 1s included n the adjusted operating profit of the Group as income

Buy Sell
2010 £000 €000
At forward exchange rates
At 1 May 2009 3,493 4,100
Transferred to the income statement 1n respect of matured contracts {2,894} (3,350)
New contracts 10,771 12,279
At 30 Apnil 2010 11,370 13,029
Fair value adjustment (53)
At 30 Apnil 2010 at closing spot rate 11,317
The maturity of the outstanding contracts was as follows

Buy Sell Sell Buy Sell Buy

At 30 April 2011 £'000 €'000 L'000 uss'o00 €'000 uss'o00
within one year 6,210 7,339 (543) (873) (1,699) (2,380)
One to two years 2,924 3,368 - - - -
Greater than two years 1,207 1,400 - - - -
At 30 April 2011 at closing spot rate 10,341 12,107 (543) (873) (1,699}  (2,380)

Buy Selt
At 30 Apnil 2010 £'000 €'000
Within one year 9,286 10,629
One 1o two years 1,437 1,650

750

Greater than two years 647
1,370 13,029

Interest rate swaps
The Group uses an interest rate swap to manage 1ts exposure to interest rate movements on 1ts mortgage borrowings

A contract with nommnal value of £395,000 (2010 £476,000) has fixed interest payments at a rate of 6 38% for penods up until August 2016

The fair value of the swap entered intc at 30 Apnil 2011 1s estimated at £428,000 (2010 £491,000) These amounts are based on market
values of equivatent instruments at 30 Apni 2011

This interest rate swap 1s designated and effective as a cash flow hedge The derivative financial instrument in respect of the interest
rate swap 15 valued as follows

2011 2010
£'000 £'000
Nominal value of swap (395) 476)
Fair value of swap 428 491
Dervative financial asset 33 15
The movement n the hedge reserve was as follows
£'000
At 1 May 2009 (49)
Gawn recogmsed on cash flow hedge 1n respect of interest rate swap 83
Deferred tax relating to gain on cash flow hedge (23)
At 30 April 2010 1
Gain recognised on cash flow hedge n respect of interest rate swap i8
Deferred tax relating to gain on cash flow hedge (5)
At 30 April 2011 24
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2011 2010
Number Number

Allotted, called up and fully paid 10 pence ordinary shares

40,786,788 40,786,788

Movement n allotted, called up and fully paid 10 pence ordinary shares

Number
At 1 May 2009 40,530,943
Share gptions exercised 195,845
At 30 Apnil 2010 40,786,788
Share options exercised -
At 30 Apnil 2011 40,786,788

The Company has one class of ordinary shares which carry no night to fixed income

23. Share options

The Group grants share options under the Cohort plc 2006 share option scheme to semor management and key employees In addition,
the Group operates a Save As You Earn {SAYE) scheme which s available to all employees

The details of the share option schemes are contained 1n the Remuneration & Appointments Committee report on pages 34 to 36

The following options were outstanding at 30 Apnl 2011

30 April 2011 30 April 2010
Scheme and Exercise Vesting Expiry Not Not
grant date price £ date date Vested vested Total Vested vested Total
Cohort plc 2006
share option scheme
8 Mar 2006 1230 8 Mar 2009 8 Mar 2016 111,788 - 111,788 136,178 - 136,178
9 Jul 2006 1410 10 Jul 2009 9 Jul 2016 42 554 - 42,554 42,554 - 42,554
24 Jan 2007 1810 26 Jan 2010 24 Jan 2017 - - - 19,337 - 19,337
19 Feb 2007 1770 20 Feb 2010 19 Feb 2017 215,475 - 215,475 215,475 - 215,475
21 Aug 2007 1660 22 Aug 2010 21 Aug 2017 44,176 - 44,176 - 76,525 76,525
11 Jul 2008 1890 12 Jul 2011 11 Jul 2018 12,333 309,028 321,361 - 423,199 423,199
5 Aug 2009 1715 6 Aug 2012 5 Aug 2019 14,431 418,003 432,434 - 517,199 517,199
23 Jut 2010 0 835 24 Jul 2013 23 Jul 2020 46,299 840,796 887,095 - - -
27 Oct 2010 0770 28 Oct 2013 27 Oct 2020 - 64,935 64,935 — - -
487,056 1,632,762 2,119,818 413,544 1,016,923 1,430,467
Save as you earn
(SAYE) scheme
5 May 2006 1230 - 45,547 45,547 — 71,724 71,724
26 Jan 2006 1450 - 47,428 47,428 90,703 56,461 147,164
12 Feb 2008 1330 156,490 118,978 275,468 - 349,914 349,914
18 Aug 2009 1380 - 166,667 166,667 - 310,237 310,237
27 July 2010 0970 -~ 360,085 360,085 - - -
156,490 738,705 895,195 90,703 788,336 879,039
643,546 2,371,467 3,015,013 504,247 1,805,259 2,309,506

The SAYE options have matunty periods of three or five years from grant date

The Group plan provides for a grant price equal to the average quoted market price of the Group shares on the date of grant The vesting
perod 1s generally three years, five years n the case of some SAYE schemes |If options under the Cohort plc 2006 share option scheme
remain unexercised after a period of ten years from the date of grant, the options expire Furthermore, options are forfeited f the

employee leaves the Group before the options vest
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23. Share options continued
The movement 1n share options dunng the year 1s as follows

2011 2010
Weighted Weighted
average average
exercise exgrcise
price price
Options £ Options E
Outstanding at 1 May 2,309,506 1.58 2,010,783 156
Granted dunng the year 1,429,109 0.87 980,700 159
Forfeited during the year (632,899) 142 (481,032) 167
Exercised during the year - —  (195,845) 123
Expwred dunng the year (90,703) 1.45 (5,100} 123
Outstanding at 30 Apnl 3,015,013 1.28 2,309,506 158
Exercisable at 30 Apnl 643,546 147 504,247 154

The weighted average share price at the date of exercise for share options exercised during the year was EMil (2010 £1 72) The options
outstanding at 30 Apnil 2011 had a weighted average exercise pnce of £1 28 (2010 £1 58) and a weighted average remaining contractual
life of six years (2010 six years)

In the year ended 30 April 2011, options were granted as follows 966,947 on 23 July 2010, 397,227 on 27 July 2010 and 64,935 on

27 October 2010 The fair values of the options granted on those dates were £0 835, £0 970 and £0 770 respectively In the year ended
30 April 2010 options were granted as follows 617,777 on 5 August 2010 and 362,923 on 18 August 2010 The fair values of the options
granted on those dates were £1 715 and £1 380 respectively

Share options granted duning the current and previous years were valued using the Quoted Compames Alhance Model, a Black Scholes
based binormal model The inputs to this model for the current and previous year were as follows

2011 2010
Weighted average share pnce £0.78 £143
Weighted average exercise price £1 28 £158
Expected volatiity 20% - 45% 20% - 38%
Risk free rate 2.45% - 5.75% 291% - 575%
Leaver rate (per annum) 6.5% - 10.0% 6 5% - 10 0%
Dwidend yield 0 26% - 196% 026% - 0 62%

Expected volatibty was determined by catculating the istoncal volatility of the Group’s share price over the previous three years
The leaver rate used in the model has been adjusted, based on management’s best estimate, for the effects of non-transferabibity,
exercise restnctions and behavioural considerations

The Group recogmsed a cost of £317,000 (2010 £259,000) relating to share-based payment transactions which are all equity settled,
an eguivalent amount being transferred to the share option reserve

The cost of share-based payments 1s included 1n “admimstrative costs” within the consolidated income statement

24. Own shares

£'000
Balance at 1 May 2009 and 30 Apnl 2010 -
Acquired in the year 302
Balance at 30 April 2011 302

The own shares reserve represents the cost of shares 1n Cohort ple purchased in the market and held by the Cohort plc
Employee Benefit Trust to satisfy options under the Group's share option schemes (see note 23)

The number of ordinary shares 1n Cohort plc held by the Employee Benefit Trust at 30 April 2011 was 361,446 (2010 Ni)
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24. Own shares continued
The ordinary shares 1n Cohort plc were acquired by the Employee Benefit Trust as follows
Cost
Number L7000
19 November 2010 61,446 51
29 November 2010 300,000 251
361,446 302

The market valuation of the ordinary shares in Cohort plc held by the Employee Benefit Trust at 30 April 2011 was £229,518 (2010 £Nil)

The cost of operating the Employee Benefit Trust during the year ended 30 Apnl 2011 was £3,863 (2010 £Mil) and this cost 15 included

within the “admimstrative expenses” of the consobdated income statement

25. Reserves

The Group {consohdated) and Company statements of changes in equity are disclosed as primary statements on pages 41 and 42

Below 1s a descnption of the nature and purpose of the individual reserves

= Share capital represents the norminal value of shared ssued, including those 1ssued to the Employee Benefit Trust (see also note 22)

*  Share premium includes the amounts over the nomnal value 1n respect of share 1ssues [n addition, costs 1n respect of share 1ssues

are debited to this account

* Own shares held by the Group represent shares in Cohort ple  All the shares are held by the Employee Benefit Trust (see also note 24)

» Share option reserve represents the cumulative share-based payment charged to reserves less the transfer to retained earmngs

on vesting of aptians

* Hedge reserve represents the cumulative change n fair value of interest rate swaps net of tax charged to reserves (see also note 21)

* Retaned earmings include the realised gains and losses made by the Group and the Company

26. Cash flow
a, Net cash from operating activities
Group Company
2011 2010 2011 2010

£'000 £7000 £'000 £'000
Profit for the year 2,761 2,291 2,609 3,209
Adjustments for
Income tax (credit)/expense (65) 457 (8) (10)
Depreciation of property, plant and equipment 707 557 11 6
Amortisation of other intangible assets 1,477 595 - -
Net finance cost 143 142 108 121
Derivative financial instruments (595) 259 23 20
Share-based payment 317 31 - -
{Decrease)/increase 1n provisions (635) 1,318 - -
Operating cash flows before movements in working capital 4,110 5,850 2,743 3,346
Decrease/{increase) in inventones B4 (288) - -
Decrease/(increase) 1n receivables 2,802 {399) (80) 1,414
(Decrease}/increase in payables (148) {736) 52 62

2,738 (1,423) (28) 1,476

Cash generated by operations 6,848 4,427 2,715 4,822
Income taxes paid (166) (286} - -
Interest paid {170) (180} (135) {137)
Net cash n flow from operating activities 6,512 3,961 2,580 4,685
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26. Cash flow continued
b Cash and cash equivalents at 30 Apnl 2011
2011 2010 2009
£'000 £'000 £'000
Cash and bank 10,177 6,656 1,311
Short-term deposits - - 6,200
Total cash and cash equivalents 10,177 6,656 7,511
Other loans - - (32)
Bank loans (3,444) {3,615) (3,782)
Total debt (3,444) (3,619) {3,814)
Net funds 6,733 3,041 3,697

Cash and cash equivalents compnise cash held by the Group and short-term bank deposits with a matunty at commencement of three

months or less The carrying amounts of these assets approximate to their fair value

27. Operating lease arrangements

2014 2010
Group £'000 L7000
Mimmum lease payments under aperating leases recognised as an expense 1n the year
- land and buildings 732 1,080
- other 151 147
883 1,227

At 30 Apnil 2011 the Group had outstanding commtments for future mimmum lease payments under non-cancellable operating leases

which fall due as follows

2014 2010
£'000 £000
Land and buildings
- leases which expire within one year 58 35
- leases which expire 1n the second to fifth year inclusive 204 637
- leases which expire after five years 3,371 3,874
3,633 4,546
Other
- leases which expire wathin one year — 29
- leases which expire in the second to fifth year inclusive 167 223
- leases which expire after five years - -
167 252
3,800 4,798
Sigmficant leasing arrangements held by the Group are 1n respect of 1ts operating faciities wn Lincoln, Bnstol and Theale
The lease on MASS's former operating property 1n St Neots (Grove House) 1s £67,200 per annum and 1s due to cease on 31 May 2013
MASS occupled 1ts new operating freehold property (Enterprise House) in September 2010 The remaining lease commitment on
Grove House at 30 Apnl 2011 of £170,000 (2010 £215,000) 15 provided for in full as an onerous lease commtment (see note 19)
In respect of all the Group’s operating leases (including the Company’s), there 1s no contingent rent payable, no escalation clauses
and no restrctions for further leasing or restrictions on the Group's ability to access debt or pay dwidends
None of the sigmficant operating leases entered into by the Group have any renewal or purchase options
2011 2010
Company £000 £7000
Mimmum lease payments under operating leases recogmsed as an expense 10 the year
- land and buldings 26 79
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27. Operating lease arrangements continued
At 30 Apnl 2011 the Company had outstanding commitments for future rmimmum lease payments under non-cancellable operating
leases which fall due as follows

2011 2010
£'000 £'000

Land and buildings
- leases which expire within one year - 26

28. Commitments
There was £29,000 of capital commitments at 30 Aprd 2011 (2010 £328,000)

29. Pension commitments
The Group makes contnbutions to defined contnbution stakeholder pension schemes The contributions for the year of £1,791,000
(2010 £1,585,000) were charged to the income statement Contributions outstanding at 30 Apnil 2011 were £64,000 (2010 £153,000)

30. Contingent liabilities
At 30 April 2011 the Group has 1n place an advance payment guarantee of £175,000 (2010 £175,000) with RBS This guarantee was
In respect of SCS's new leased property, Arlington House

31. Related party transactions
Balances and transactions between the Company and 1its subsidianes, which are related parties, have been eliminated on consolidation
However, the key transactions are disclosed as follows

Group rebef
Management Dwidends surrendered/
fees received Rent recewved {receved)
from paid to from to/(from)
subsidiaries  subsidaries  subsidiaries  subsidiaries

£'000 £'000 £'000 £'000
2011 1,200 29 2,600 (8)
2010 1,200 - 3,300 23
Transactions between the Group and its Joint ventures are disclosed below

Changes 1n
loans/current
Investment account/
Purchases Sales 1n year sales ledger

£'000 £'000 E'000 £°'000
Advanced Geospatial Solutions (AGS)
2011 - - - )
2010 — — — (196)
Digital Mitlennium Map LLP (DMM)
2011 - - (48) -
2010 - — (26) -

The change 1n the loans, current accounts and sales ledgers reflects purchases, sales and support costs to the related party
undertakings less any receipts received

The relationships are described as follows

* AGS - the interest 1n which 15 owned by 5CS, a 50% joint venture From 1 May 2009 this has been accounted for as an investment,
the Group no lenger having an active participation 1n this entity

*  DMM - the interest in which 1s owned by SCS, a 25% joint venture From 1 November 2006 this has been accounted for as an investment,
the Group no longer having an active participation n this entity

The change 1n investment 1n the current and previous year in DMM reflects recovery of the investment through a dwidend

The Group 1s expected to have no sigmficant transactions with either AGS or DMM
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31. Related party transactions continued

The Group had a leasing agreement (dated 27 February 2006) with the Court House Partnership to lease the Court House at an annual
rent of £57,000 for an imtial penod of five years, ternmnable by the Group with six months’ notice at no penalty Stanley Carter (a Director
of Cohort pic) 1s a partner in the Court House Partnerstip SCS vacated the Court House on 31 March 2010 with its lease commitment
ceasing at that point The Group's dilamdation obligations 1n respect of the Court House are still to be determined and an estimate has
been provided for at 30 Apri{ 2011 The transactions with Directors of the Company are disclosed 1n the Remuneration & Appointments
Committee report on pages 34 to 36

During the year ended 30 Apnl 2011, the Directors of Cohort plc received dividends from the Company as follows

2011 2010

£ E

S Carter 234,646 197,076
N Prest 45,861 38,325
A Thorms 775 616
Sir Robert Walmsley 551 378
S Walther 563 403

282,396 236,798
Further details of the remuneration of the Directors are set out in the Remuneration & Appointments Commttee report (pages 34 to 36)

The aggregate remuneration details of the key management of the Group were as follows

2011 2010

£ E

Salary (including any allowances, benefits and employers NI) 906,582 943,749
Employers pensian contribution 89,662 22,299
Long-term benefits - -
Termination payments ar benefits (including employers NI) 141,915 30,000
Share option cost 30,970 37,073

1,169,129 1,033,121

The key management of the Group is the Board of Cohort plc plus each subsichary’s Managing Director

32. Acquisition of subsidiary

On 14 May 2010 the Group's subsichary, MASS Consultants Limited acquired the entire share capital of Abacus EW Consultancy Lirmted
(Abacus EW) for a cash consideration of £918,000 and deferred cash consideration of up to £1 4m payable over three years from completion
according to specific performance cntena being achieved by Abacus EW over the three-year penod to 30 Apnl 2013 The sale and purchase
agreement included a deferred cash constderation of up to £1 8m This was reduced to £1 4m at 30 April 2011 following review of the
specific performance crniterna which indicated £0 4m of deferred consideration was no longer payable

Bogk value Farr value

000 £7000
Recogmsed amounts of 1dentifiable assets acquired and habibities assumed
Property, plant and equipment 52 4
Other intangible assets - 3,000
Trade and other recevables 308 305
Trade and other payables (366) {392}
Deferred tax Uability (6) {840}
Provisions - (111}
Bank borrowings - —

(12) 1,966

Goodwill 352
Total consideration 2,318
Satisfied by
Cash 918
Contingent constderation arrangement {(earn out) 1,400
Total consideration transferred 2,318
Net cash outftow arising on acquisitions
Cash consideration 918
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32, Acquisition of subsidiary continued
Other intangible assets of £3 Om and their estimated useful lives are analysed as follows

Other
intangible  Estimated
asset life
£000 Years
Contracts acquired 1,446 3
Future orders and prospects 1,074 2
Intellectual property nghts 480 3
3,000

A deferred tax habihity of £840,000 1n respect of the other intangible asset balance above was established on acquisition and 1s disclosed
in the deferred tax lability {see note 20)

The goodwill of £352,000 ansing from the acquisition represents the customer contacts, supplier relationships and terntonal know-how
to winch no certain value ¢an be ascribed None of the goodwill 1s expected to be deductible for income tax purposes

The contingent consideration arrangement or earn out was payable in cash to the vendor of Abacus EW over the three-year penod
to 30 Apnil 2013 as foliows

2011 2012 2013 Total

£:000 £'000 £'000 £'000

Specific contract win 200 200 - 400
Performance of Abacus EW (up to £1 4m over these three years) 1,400
1,800

The maxamum earn out payable was £1 8m

Review of the earn out cbligation at 30 Apnil 2011 has shown no earn out 1s payable 1n respect of the specific contract win for 2011
and 2012 The £0 4m earn out has been derecogmsed and the adjustment made to the other intangible assets ansing on acquisition

The earn cut 1n respect of the performance of Abacus EW 15 payable up to 30 April 2013 to a maxamum of £1 4m This earn out 15
payable 1n each of the years ended 30 April 2012 and 30 April 2013, up to the maxamum of £1 4m in total The earn out 1s payable up
to the maximum 1n any one year and has been recogrised as a provision due 1n less than one year at 30 April 2011

Acquisition costs of £13,000 (2010 £75,000) in respect of Abacus EW were charged as an exceptional item 1n the consclidated income
statement The total acqusition costs were £88,000

Abacus EW contnbuted £1,680,000 of revenue and £753,000 to the Group’s adjusted operating profit for the period from 14 May 2010
to 30 Apnl 2011

If the acquisition of Abacus EW had been completed on 1 May 2010, the Group's reserves for the year and the Group's adjusted
operating profit would not have changed from that reparted 1n this Annual Report and Accounts
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Basis of accounting

Both the parent company financial statements and the Group financial statements have been prepared and approved by the Directors
in accordance with International Financial Reporting Standards as adopted by the EU (Adopted IFRSs) On publishing the parent
company financial statements here, together with the Group financal statements, the Company 1s taking advantage of the exemption
1n Section 408 of the Compames Act 2006 not to present its individual income statement and related notes that form part of these
approved financial statements

As mghlighted 1n note 18 to the financial statements, the Company meets its day-to-day working capital requirements through an
offsetting facility which 1s due for renewal 1n October 2011 Both the current domestic economic conditions and continuing UK
Government budget pressures, including defence, create uncertainty particularly over (a) the level of demand for the Group's
products, (b) the exchange rate between sterling and euro and thus the consequence for certain long-term contracts, and (c) the
availability of bank finance 1n the foreseeable future

The Company’s forecasts and projections, taking account of reasonably possible changes in trading performance, show that the Company
should be able to operate within the level of its current faciity The Company will open renewal negotiations with the bank 1n due
course and has at this stage not sought any written commitment that the facility will be renewed However, the Company has held
discussion with 1ts bankers about 1ts future borrowing needs and no matters have been drawn to 1its attention to suggest that renewal
may not be forthcormng on acceptable terms

The Directors have a reasonable expectation that the Company has adequate resources to continue in operational existence for the
foreseeable future Thus they continue to adopt the going concern basis in preparing the annual financial statements

Further wnformation regarding the Company's business activities, together with the factors bhkely to affect its future development,
performance and position 1s set out 1n the Business review on pages 6 to 25 The financal position of the Company, its cash flows,
liguidity position and borrowing faciliies are descnbed 1n the Finance Director’s review on pages 10 to 15

In addition, the Finance Director’s review of the financial statements includes the Company’s objectives, policies and processes
: for managing its capital, 1ts financial nsk management objectives, details of its financial instruments and hedging activities, and
its exposures to credit nsk and hgquidity nisk

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and 1ts subsichary undertakings made
up to 30 Apnit 2011 Subsidianes acquired duning the year are consohdated from the date of acquisition, using the purchase method
{see business combinations opposite)

Where necessary, adjustments are made to the financial statements of subsidiares to bring the accounting pohcies used n line with
those used by the Group This 1s necessary as the Group’s subsidiares continue to prepare statutory financial statements in accordance
with UK GAAP

Adoption of new and revised standards

The following new and revised standards and interpretations have been adopted 1n the current year Their adoption has not had any
sigmficant impact on the amounts reported 1n these financial statements but they may 1mpact the accounting for future transactions
and arrangements

Standard Twming Effect Financial effect
IAS 27 (2008) 'Consolidated and  First apphied in year Non-controlling interests (minority) are No sigrificant 1mpact
Separate Financial Statements’ ended 30 Apnil 2011 considered to be part of the equity and as no minonty interests

other related aspects of non-controlling
and controlbing nterests

Vanous other new and revised standards and interpretations including IAS 28 (2008) ‘Investments in Associates’, Amendment 1o IFRS 2
‘Share-based Payments’, Amendment to IAS 17 ‘Leases’, Amendment to |AS 39 ‘Financial Instruments Recogmition and Measurement’
have been adopted by the Group but have no impact

Bank borrowings

Interest-bearing bank toans and overdrafts are recorded at the proceeds received, net of direct 1ssue costs Finance charges, including
prermums payable on settlement or redemption and direct 1ssue costs, are accounted for on an accrual basis in the income statement
using the effective interest rate method and are disclosed within accruals to the extent they are not settled in the penod, unless the
loan terms provide for the interest to be added to the principal, 1n which case the interest 1s added to the carrying amount of the
instrument to which 1t pertains
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Borrowing costs
All borrowing costs are recognised 1n the income statement 1n the period 1n which they are incurred untess, where appropnate,
nterest costs are capitalised into assets, fixed and current

Business combinations

The acquisition of subsichanes 15 accounted for using the purchase method The cost of the acquisition 1s measured as the aggregate
of the fair values, at the completion date, of assets acquired, habihties incurred or assumed and equity instruments 1ssued by the
Group 1n exchange for control of the acquired subsidiary The costs of acquisition are charged to the Group income statement as

an exceptional 1tem 1n accordance with IFRS 3 (Revised)

Goodwill ansing on acquisition 1s recogmsed as an asset and imtially measured at cost, being the excess of the cost of the business
combination over the Group's interest in the net fair value of the identifiable intangible assets, assets, llabiities and contingent
habilities recogmsed If, after reassessment, which 1s a point in time greater than 12 months after the completion date, the Group’s
interest 1n the net fair value of the acquiree’s 1dentifiable assets, habiities and contingent habibhties exceeds or 15 below the cost of
the business combination, the excess or shortfall 1s recogmsed immediately in the income statement as an exceptional item

Adjustments to the provisional value of assets and habiities acquired n a business combination when the final values have become
known wittun 12 months are adjusted as if the accounting had been completed at the acquisition date and the comparative information
for prior periods 15 restated accordingly

Any change 1n consideration, where previously estimated, 15 immediately recogmsed as an exceptional 1tem 1n the income statement

Cash and cash equivalents

Cash and cash equivalents compnse cash on hand and on-demang deposits, and other short-term highly hiquid investments that are readily
convertible to a known amount of cash and are subject to an insigmficant nsk of changes in value Deposits are included wathin cash and
cash equivalents where the matunty from commencement of the deposit 15 three months or less

Derivative financial instruments and hedge accounting

The Group’s activities expose 1t to the financial nsks of changes in foreign currency exchange rates and interest rates The Group uses
foreign exchange forward contracts and interest rate swap contracts to hedge these exposures The Group does not use denvative
financial instruments for specutative purposes

Changes in the fair value of dervative financial instruments that are designated and effective as hedges of future cash flows are
recogmsed directly in equity and the ineffective portion 15 recogmsed immediately in the income statement If the cash flow hedge
of a firm commitment or forecasted transaction results in the recogmtion of an asset or a hability, then, at the bime the asset or
Liability 1s recogmised, the associated gains or tosses on the dervative that had previously been recogmsed 1n equity are included in
the imtial measurement of the asset or habibty For hedges that do not result 1n the recogmtion of an asset or a lability, amounts
deferred 1n equity are recogmsed n the income statement 1n the same period in which the hedged item affects net income

Changes in the fair value of dervative financial 1nstruments that do not qualify for hedge accounting are recogmsed 1n the income
statement as they anse

Equity instruments
Equity instruments 1ssued by the Company are recorded at the proceeds received, net of direct 1ssue costs

Exceptionalitems

Cohort’s trade 1s the provision of techmcal advice and support, and the design, development and manufacture of mche products
As part of its operations, the Group may dispose of, or recognmise impairment of, subsidiaries, or sigmficant parts of subsidianes,
associates (including joint ventures and investments) and fixed assets as well as other sigmficant non-trading transactions including
sigmficant restructuring costs, either as par{ of continuing operations or discontinued operations

These 1items form part of the Group’s operating activities and are reported 1n arnving at the Group's profit from operations, however,
management does not consider these items to be part of trading activities The gains or losses on such 1items can be sigmificant and
arse in different reporting periods and would consequently have a materal impact upon the absolute amount of and trend 1n the
Group's trading profit from operations

Any gans or losses (including transaction costs) on these non-trading 1tems are disclosed as a separate line item (in aggregate) in the
income statement with analysis in a note to the accounts

Financial instruments
Financial assets and financial habibies are recogmsed 1n the Group's balance sheet when the Group becomes a party to the contractual
provisions of the instrument
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Financial liabilities and equity instruments
Financial liabilities and equity instruments are classified according to the substance of the contractua! arrangements entered 1nto
An equity instrument 15 any contract that evidences a residual interest 1n the assets of the Group after deducting all of its habiities

Foreign currencies

The individual financial statements of each Group Company are presented in the currency of the primary economic environment

n which 1t operates (its functional currency), which is currently sterling for the whole Group For the purpose of the consohidated
financial statements, the results and financial position of each Group company are expressed n pounds sterling, winch 15 the functional
currency of the Company, and the presentational currency for the consolidated financial statements

In preparing the financial statements of the individual companies, transactions n currencies other than the entity’s functional currency
(foreign currencies) are recorded at the rates of exchange prevailing on the dates of the transactions At each balance sheet date, monetary
assets and habilities that are denominated 1n foreign currencies are retranslated at the rates prevailing on the balance sheet date

Exchange differences ansing on the settlement of menetary items, and on the retranstation of monetary items, are included 1n the
ncome statement for the year

In arder to hedge its exposure to certain foreign exchange risks, the Group enters into forward contracts (see page 69 for details
of the Group’s Accounting pohcies in respect of such derivative financial instruments)

These forward foreign exchange contracts are revalued to fair value at each balance sheet date with any movement included
n the consohdated income statement as part of the cost of sales

Goodwill

Goodwill arising on consolidation represents the excess of the cost of acquisition over the Group's interest in the fair value of the
identifiable intangible assets, assets and liabihties of a subsidhary, associate or jointly controlled entity at the date of acquisition
Goodwill 15 1mtialty recognised as an asset at cost and 15 subsequently measured at cost less any accumulated impairment losses
Goodwill which 15 recogmsed as an asset s reviewed for impairment at least annuaily Any 1impairment is recogmsed i1mmediately
In the Income statement as an exceptional 1tern and 15 not subsequently reversed

For the purpose of impairment testing, goodwill 15 allocated to each of the Group's subsidhanes as appropnate Subsidianes (cash-generating
umts) to which goodwill has been allocated are tested for impairment annually, or mare frequently when there 1 an indication that the
umt may be mpaired If the recoverable amount of the subsidiary 1s less than the carrying amount of the subsidiary, the impairment
loss 15 allocated first to reduce the carrying amount of any goodwill allocated to the subsidiary and then to the other assets of the
subsichary pro rata on the basis of the carrying amount of each asset 1n the subsidiary An impairment loss recogmsed for goodwll 1s
not reversed in a subseguent penod The impairment of goodwilt 15 a crnitical judgement and estimate and 15 discussed 1in detail below

On disposal of a subsidiary, associate or jowntly controlled entity, the attnbutable amount of goodwill 1s included in the deterrmnation
of the profit or loss on disposal

Impairment of tangible and intangible assets excluding goodwill

At each balance sheet date, the Group reviews the carrying amounts of 1ts tangible and intangible assets to determine whether there
15 any inchication that those assets have suffered an i/mpairment loss If any such indication exists, the recoverable amount of the asset
15 estimated 1n order to determine the extent of the impairment (if any) An intangible asset with an indefimte useful hife 1s tested for
impairment annually and whenever there 15 an indication that the asset may be impaired

Recoverable amount 15 the tigher of fair value less costs to sell and value in use In assessing value wn use, the estimated future cash flows
are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset for winch the estimates of future cash flows have not been adjusted

If the recoverable amount of an asset (or subsidiary) 15 estimated to be less than its carrying amount, the carrying amount of the asset
(subsidhary) 1s reduced to 1ts recoverable amount An mpairment loss 1s recogmsed as an expense immediately, unless the relevant asset
15 carned at a revalued amount, 1 which case the impairment loss 15 treated as a revaluation decrease

Where an impairment loss subsequently reverses, the carrying amount of the asset (subsidiary) 1s increased to the revised estimate
of 1ts recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would have been
determined had no impairment loss been recogmsed for the asset (subsidiary) 1n prior years A reversal of an impairment loss 1s
recogmsed as 1ncome 1mmediately, unless the relevant asset 1s carned at a revalued amount, 1n which case the reversal of the
impairment loss 15 treated as a revaluation ncrease
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Intangible assets

Intangible assets are recogmsed n respect of contracts, intellectual property nghts and other measurable intangibles arnsing on
business combinations The value of these intangible assets i1s deterrmned by the estimated value to the Group going forward and the
intangible assets are wntten off on a straight-line basis over the estimated useful ife As discussed below, the valuation of intangible
assets 1s an area of cntical judgement and estimate by the Directors

Inventories

Inventories are stated at the lower of cost and net realisable vatue Cost of finished goods and work in progress includes overheads
approprate to the stage of manufacture Net reahisable value 1s based upon estimated selling price less further cost expected to be
incurred to completion and disposal Provision 1s made for obsolete and slow-moving 1items

Joint ventures
The Group accounts for joint ventures where 1t has a participating interest using the equity method of accounting and discloses
the net investment in non-current assets

Where the investment n a Joint venture 1s negative, the negative investment, to the extent 1t 1s a habity of the Group, 15 offset
against any trade and other recervables held by the Group 1n respect of that joint venture

The Group accounts for joint ventures 1n which 1t no longer has a participating interest by recogmsing any investment and assets
or liabhities due to or from the Group

Leasing
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of ownership
to the lessee Alt other leases are classified as operating leases

The Group as lessee

Assets held under finance leases are recognised as assets of the Group at their fair value or, if lower, at the present value of the mmmum
lease payments, each determined at the inception of the lease The corresponding bability to the lessor 1s included 1n the balance sheet
as a finance lease obligabon Lease payments are apportioned between finance charges and reduction of the lease obligation 50 as to
achieve a constant rate of interest on the remaiming balance of the lhiabibity

Rentals payable under operating leases are charged to income on a straight-line basis over the term of the relevant lease
Benefits recewved and receivable as an incentive to enter into an operating lease are also spread on a straight-line basis over the
lease term

Pension contributions
Payments are made to the Company's stakeholder pension schemes, all defined contnbution schemes Amounts are charged to the
mncome statement as incurred

Property, plant and equipment

Land and buildings held for use 1n the production or supply of goods or services, or for administrative purposes, are stated in the
balance sheet at their fair value at the date of acquisition, plus any subsequent cost, less any subsequent accumulated depreciation
and subsequent accumulated impairment losses

Fixtures and equipment are stated at cost less accumulated depreciation and any recogmsed impairment loss

Depreciation 1s charged s0 as to write off the cost or valuation of assets, other than land and properties under construction, over thear
estimated useful lives, using the straight-ine method, on the following bases

Buildings 2% - 4%
Fixtures, fittings and equipment 20% - 50%

Assets held under finance leases are depreciated over thewr expected useful bves on the same basis as owned assets or, where shorter,
over the term of the relevant lease

The gain or loss arnsing on the disposal or retirement of an asset 15 determined as the difference between the sales proceeds and the
carrying amount of the asset and 1s recognised 1n the income statement as an exceptional item
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Provisions

Provisions are recogmsed when the Group has a present obligation (legal or constructive) as a result of a past event and it 1s probable that
the Group will be required to settle that obhigation Provisions are measured at the Directors' best estimate of the expenditure required
to settle the obhigation at the balance sheet date and are discounted to present value where the effect 15 matenal In respect of specific
types of provisions the policy 1s as follows

Restructuring

A restructunng provision 1s recognised when the Group has developed a detailed formal plan for the restructuring and has raised a
valid expectation 1n those affected that it will carry out the restructuning by starting to 1implement the plan or announcing its main
features to those affected by it The measurement of a restructuring pravision includes only the direct expenditures ansing from the
restructuning, which are those amounts that are both necessanly entailed by the restructuring and not associated with the ongoing
activities of the Group

Onerous lease commitment

Present cblhigations ansing under an onerous lease are recognised and measured as a provision An onerous lease 15 considered to exist
where the Group has a contract under which the unavoidable costs of meeting the obligations under the lease exceed the economic
benefits expected to be receved

An onerous lease inciudes the vacation of a property prior to terrmnation of the associated tease

Warranty

Provisions for the expected cost of warranty obligations under local sale of goods legislation and specifically contracted warranty
undertakings are recogmsed at the date of sale of the relevant product or service The provision 1s the Directors’ best estimate
of the expenditure required to settle the Group’s obhgation

Other contract related provisions including contract loss provisions
These include the following

The Group undertakes a number of contracts where contractual and/or third-party obbgations arise as a result of delivering the
contract This provision includes amounts for losses on contracts which are recogmsed in full immediately that it 1s probable that
total contracts costs will exceed total contract revenue In some cases, after a product has been delivered and revenue has been
recogmised, the Group receives claims (iIncluding warranty 1ssues} from customers n respect of work done Where the amount required
to settle the clairn 1s uncertain or the Group disputes the amount of the claim, provision 15 made for the best estimate of the amount
that will be required to settle the claim

Where the expected cost at completion of a current contract exceeds the sum of the contracted revenue and any probable revenue,
then the amount of that excess (the estimated contract loss) 1s immediately provided for in full Such contract loss provisions are reviewed
on a regular basis to determine whether the provision 1s still adequate or excessive Contract loss provisions and subsequent adjustments
to them are charged as cost of sales 1n the income statement

Where such an obhgation relates to a discontinued operation then the charge will be disclosed as an exceptional 1item
Research and development expenditure
Expenditure on research activities 1s recogntsed as an expense n the period in which 1t 1s incurred

Aninternatly generated intangible asset ansing from the Group's own development activity 1s recogmsed only 1f all of the following
canditions are met

+ an asset 15 created that can be identified (such as software and new processes) and 15 techmically and commerially feasible,

+ 1t1s probable that the asset created will generate future economic benefits and the Group has available to itself sufficient
resources to complete the develepment and to subsequently sell and/or use the asset created, and

+ the development cost of the asset can be measured rehably

Internally generated intangible assets are amortised on a straight-line basis over their useful ives Where no internally generated
intangible asset can be recognised, development expenditure 1s recognised as an expense 1n the pernod 1n which it 1s incurred
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Revenue recognition
Revenue 1s recogmsed at the fair value of the consideration received or recewvable for the provision of goods and services,
excluding discounts, VAT and other sales related taxes

Sales of goods are recogmsed when goods are delivered and title has passed

The Group applies erther [AS 11 ‘Construction Contracts’ or IAS 18 ‘Revenue’ to account for revenue depending on the nature
of the arrangement with the customer The Group's arrangements fall into four main categories

1. Time hire
Revenue 15 recogmsed 1n accordance with 1AS 18 when the services are provided, 1 e when the employees undertake the work

2. Managed services
In managed services, revenue 1s generally a fixed-pnice for the provision of specific ongoing defined services (not the construction
of an asset) over an agreed peniod These services include the provision of techmcal engineering support, maintaiming help desks

and consultancy Where the services compnse an indeterminate number of acts over a specified penod of time, revenue 1s recogmsed

on a straight-tine basis over the period that the services are provided Where the services compnise one or more sigmficant acts,
revenue 1s recogmised as each act 1s completed

3. Product
Goods are delivered to customers and, on their acceptance by the customer, revenue 1s recogmsed At that point, the Group
does not have any continuing involvement or control over the goods and all sigmficant risks and rewards have been transferred
to the customer

4. System design, build, test and delivery

These contracts are typically for building comptex custom designed assets which are usually components for use 1n larger customer
owned assets These contracts are accounted for under |AS 11 The Group's contracts of this nature are generally fixed-prnce and without

“stand alone™ values for each element as the contracts are negotiated and ultimately delivered/accepted as a single package

In these contracts the revenue 1s recognmised using the “percentage of completion” method 10 1AS 11

In almost all cases the percentage of completion 1s based on input measures (1 e costs incurred as a proportion of estimated total
costs) In some cases, an output measure based on surveys of work performed may be used where these are available and measure

reliably the work performed

Costs are expensed as incurred 1n respect of all contracts unless they relate to goods yet to be delivered, services related to a
signmficant act that has yet to be completed or future activities on a contract accounted far under |AS 11 1n which case they are
recorded as an asset (either \nventory or amounts recoverable on contract)

In some cases, Group contracts can be divided into multiple elements with stand alone values using either the principle 1n 1AS 18 13
or the following critera based on IAS 11 7-10

* separate proposal for each element,

+ each element was subject to separate negotiations, and

* costs and revenues for each element can be 1dentified

Where separate elements are identified, each 15 treated as one of the four revenue types descnbed above
Bid costs

Costs incurred before the award of a contract s probable are expensed as incurred Where matenial bid costs anse after the award
of a contract has become probable but before the contract 1s 1n place, then such identified bid costs are included in contract costs

Share-based payments
The Group has applied the requirements of IFRS 2 'Share-based Payments’ In accerdance with the transitional provisions, IFRS 2 has
been apphed to all grants of equity instruments after 7 November 2002 that were unvested as of 1 May 2006

The Group 1ssues equity-settled and cash-settled share-based payments to certain employees Equity-settled share-based payments

are measured at fair value (excluding the effect of non-market based vesting conditions) at the date of grant The fair value determined
at the grant date of equity-settled share-based payments 1s expensed on a straight-ine basis over the vesting penod based on the Group’s

estimate of shares that will eventually vest and adjusted for the non-market based vesting conditions

Fair value 1s measured by use of the Quoted Compames Alhhance binomal model (a Black Scholes model) The expected hife used n
the models has been adjusted, based on management’s best estimate, for the effect of non-transferabibity, exercise restnctions and
behavioural considerations
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Share-based payments continued
A liability equal to the portion of the goods and services recewved 1s recognised at the current fair value deterrmned at each balance
sheet date for cash-settled, share-based payments

The cost of share-based payments 1s charged to the income statement with a corresponding credit apphed to the share option reserve
The approprate element of the reserve 1s transferred to the retained profit of the Group when the share options to which the reserve
relates vest

Taxation
The tax expense represents the sum of the tax currently payable and the deferred tax expense or credit

The tax currently payable 1s based on taxable profit for the year Taxable profit differs from net profit as reported n the 1ncome statement
because 1t excludes items of income or expense that are taxabte or deductible 1n other years and it further excludes items that are
never taxable or deductible The Group’s hability for current tax is catculated using tax rates that have been enacted or substantively
enacted by the balance sheet date

Deferred tax s the tax expected to be payable or recoverable on differences between the carrying amounts of assets and babihibies

n the financial statements and the corresponding tax bases used in the computation of taxable profit, and i1s accounted for using the
balance sheet Liabiity method Deferred tax habilities are generally recognised for all taxable temporary differences and deferred

tax assets are recogmsed to the extent that 1t 1s probable that taxable profits witl be available agawnst which deductible temporary
differences can be utithsed Such assets and lablities are not recogmsed if the temporary difference arises from the imtial recogmtion
of goodwill or from the 1mtial recogmtion (other than 1n a business combination) of other assets and habties 1n a transaction that
affects neither the tax profit nor the accounting profit

Deferred tax habilittes are recogmsed for taxable temporary differences arsing on investments in subsidianes and associates,
and interest 1n Joint ventures, except where the Group 15 able to control the reversal of the temporary difference and 1t 1s probable
that the temporary difference will not reverse in the foreseeable future

The carrying amount of deferred tax assets 15 reviewed at each balance sheet date and reduced to the extent that 1t 15 no langer
probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered

Deferred tax s calculated at the tax rates that are expected to apply 1n the period when the liability 1s settled or the asset 1s realised
Deferred tax s charged or credited to the income statement, except when 1t relates to items charged or credited directly to equity,
n which case the deferred tax 1s also dealt with in equity

Deferred tax assets and habilities are offset when there s a legally enforceable nght to set off current tax assets against current tax
habibties and when they relate to income taxes levied by the same taxation authonty and the Group intends to settle its current tax
assets and liabilities on a net basis

Trade and other receivables

Trade recewables are imtially measured at fair value Appropriate allowances for estimated irrecoverable amounts are recogmsed
in the income statement when there 15 abjective evidence that the asset 15 1mpaired The allowance recogmsed 1s measured as the
difference between the asset's carrying amount and the estimated recoverable amount

Long-term contracts are assessed on a contract by contract basis and reflected in the income statement by recording revenue and related
costs as contract activity progresses Revenue 1s ascertained 1n a manner appropnate to the stage of completion of the contract, and
credit taken for profit earned to date when the outcome of the contract can be assessed with reasonable certainty The amount by
which revenue exceeds payments on account 15 classified as “amounts recoverable on contracts” and included within trade and other
receivables, to the extent that payments on account exceed relevant revenue, the excess 15 included as an advance receipt within
trade and other payables The amount of long-term contracts, at cost net of amounts transferred to cost of sales, less provision for
foreseeable losses and payments on account not matched with revenue, 1s included withun trade and other recervables as “amounts
recoverable on contracts”

Trade payables

Trade payables are imtally measured at fair value

Critical accounting judgements and key sources of estimation uncertainty
In the application of the Group's accounting pohicies, which are described above, the Directors are required to make judgements,
estimates and assumptions about the carrying amounts of assets and habilities that are not readily apparent from other sources

The estimates and associated assumptions are based on historical experience and other factors that are considered to be relevant

The estimates and underlying assumptions are reviewed on an ongoing basis Rewvisions to accounting estimates are recogmsed
n the penod 1n which the estimate 15 revised
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Critical accounting judgements and key sources of estimation uncertainty continued
The Directors have 1dentified the following critical judgements and estimates 1n applying the Group’s accounting policies that !
have the most sigmficant impact on the amounts recogmsed in the finanoal statements

Critical accounting judgements

Revenue recognition

The revenue recogmtion policy of the Group 1s descnbed n detail on page 73 There are areas where the Directors have to make
judgements as to the level of revenue to be recognised in the financial statements, i particular “stage of completion”

* In accordance with IAS 11, revenue 15 recogmsed using the “percentage of completion” method for system design, bunld, test
and delivery contracts In almost all cases the percentage of completion 1s based on input measures {1 e costs incurred as
a proportion of estimated total costs) In a few cases, an output measure based on surveys of work performed may be used
where these are available and measure reliably the work performed

+ These contracts generally are not capable of segmentation and the percentage of completion method 15 applied to the contract
as a whole

* In advance of completion of key stages (or deliverables) of contracts, there 1s additional uncertainty in the estimated total
costs and accordingly this additional uncertainty 1s reflected in increased estimates of the total costs, 1 e a contingency
15 added

*  Once those key stages have been completed and the nsks expired, the relevant remaimng contingencies are removed from the
forecast total contract costs It 1s a critical judgement of the Directors as to both the level of contingency recogmsed and its
retention or not

Acquisition of other intangible assets

Intangible assets other than goodwill that are obtained through acquisition are capitalised on the balance sheet These other
intangible assets are valued on acquisition using a discounted cash flow methodology which depends on future assumptions about
the revenue from contracts, prices and costs and on the Group’s cost of capital These assumptions reflect managernent's best
estimates but depend on inherent uncertainties which may not be within the control of management

The assessment of the acqusition of other intangible assets and theiwr estimated respective hives are disclosed in note 32 for the
year ended 30 Apnl 2011

Key sources of estimation uncertainty

The key assumptions concermng the future, and other key sources of estimation uncertainty at the balance sheet date, that have
a sigmficant nsk of causing a matenal adjustment to the carrying amounts of assets and babibties within the next financial year
are as follows

Impairment of goodwill

The Group has sigmificant goodwill balances, the life of which, it considers to be indefirite It assesses annually the recoverability
of the balance, or more frequently in the event of an occurrence ndicating impairment The assessment involves comparing the
carrying amount of the asset with 1ts recoverable amount, which 1s the greater of 1ts value i use and net realisable value by
reference to external measures

Value 1n use 15 determined using discounted cash flow techmques that nvolve the estimation of future cash flows over a long
pencd and an appropnate discount rate to apply

Future cash flows are estimated based on histonical experience, internal estimates and data from external sources Such estimates
are subject to change as a result of changes 1n econormc and competitive conditions  Higher estimates of future cash flows will increase
the value 1n use of goodwill, but lower estimates of cash flows will reduce the value wn use and increase the risk of impairment

Discount rates {weighted average cost of capital) are applied to the cash flows to arnve at the value 1n use Anincrease n the
discount rate will reduce the value 1n use of the goodwill, and therefore increases the sk of the value 1n use fallng below the
carrying value and resulting in the requirement for an impatrment provision A reduction in the discount rate decreases the
likelihood of impairment

Future changes 1n interest rates, the prermum that markets place on equity 1nvestments relative to nsk free rates and the specific
assessment of the capital markets as to the Group’s risk relative to other compames can affect our discount rate Increases 1n
interest rates or the nsk prermums applied by capital markets would result in an increase in the Group’s discount rate and vice
versa These factors are largely outside the Group's control or ability to predict and can therefore have a sigmficant impact on the
estimated fair value of goodwill and hence 1ts impairment

The assessment of goodwill impairment 1s disclosed in note 12

75




Cohort ple Annual Report and Accounts 2011 www cohortple com

Financial statements
Accounting policies continued

Standards and interpretations 1ssued at 30 April 2011 not applied to these financial statements
The foltowing changes and amendments to IFRS that have not been reflected in these financial statements and are hkely to have
an impact on the Group in the future

Impact on the Group

Standard Timing Effect Financial effect

IFRS 9 ‘Financial Instruments’ First applies to the year First of three phases to replace No financial impact May require
ended 30 April 2014 1AS 39 ‘Financial Covenants further disclosure but Group has
Early adoption permitted Recogmtion and Measurement’ few financial assets

Plan1s for all of (AS 39 to be
replaced during 2010 by extending
IFRS 9 It simplifies the categories
of financial asset classification
relating 1t to the cash flow
charactenstics of the asset

The above standard will not apply to the Group’s internim statement for six months ended 31 October 2011 to be published
n December 2011

A number of other standard amendments and International Financral Reporting Interpretation Committee (IFRICs) have been 1ssued
and are yet to be apphed by the Group
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34 Beckenham Road

Beckenham

Kent BR3 4TU

Telephone 0871 664 0300 (Calls cost 10 pence per minute
plus network extras )
{from outside the UK +44 (0) 20 8639 3399)
Lines are cpen Monday to Fnday, 8 30am to 5 30pm

Facsimile +44 (0) 20 8639 2220

E-mant ssd@capitaregistrars.com

If you change your name or address or if details on the envelope
enclosing this repart, including your postcode, are incorrect
or incomplete, please notify the Registrars in wnting

Legal advisers
Pitmans

The Anchorage
34 Bridge Street
Reading RG1 2LU

Registrars

Capita Registrars
The Registry

34 Beckenham Road
Beckenham

Kent BR3 4TU

Public and investor relations
MHP Communications

60 Great Portland Street
London W1W 7RT

Bankers

RBS NatWest
Abbey Gardens
4 Abbey Street
Reading RG1 3BA

Daily share price listings

The Financial Times - AlM, Aerospace and Defence
The Times - Engineering

Daily Telegraph - AlM section

Financial calendar
Annual General Meeting 1 September 2011
Final dividend payable 7 September 2011

Expected announcements of results for the year ending
30 Apnit 2012

Prehminary half year announcement December 2011
Preliminary full year announcement June 2012

Registered office

Cohort plc

Arlington House

1025 Arlington Business Park
Theale

Reading RG7 45A
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Cohort plic

Arhington House

1025 Arlington Business Park
Theale

Reading RG7 4SA

www.cohortplc.com




