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See Appendix for definitions, including underlying, used throughout this presentation.  

 

Year to

31/12/14

Year to

31/12/13

Change

£m £m

Order Intake 1,908.3 1,670.0 14.3% 19.8%

Revenue 1,851.7 1,789.7 3.5% 8.6%

Trading Profit 286.7 317.6 (9.7)% (6.1)%

Trading Margin 15.5% 17.7% (2.2)pts 

Underlying Profit before Taxation 257.0 288.0 (10.8)% (7.9)%

Underlying Earnings Per Share 18.5p 21.6p (14.4)% (11.3)%

Operating Cash Conversion 72.6% 85.4% (12.8)pts 

Net Debt (1,222.7) (453.4)

Dividend per Share 10.65p 9.68p 10.0%

Constant FX

Change
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Cobham plc  Cobham plc 

Cobham Communications & Connectivity (CCC) 
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Non -US Defence  
 & Security  
(2013: 24%)  

US Defence  
 & Security  
(2013: 20%)  

Commercial  
(2013: 56%)  

Note: US$ revenue 31%  

 

Å7% revenue increase driven by:  

ï £82m from test business of Aeroflex and full year contribution from Axell Wireless 

ï Healthy growth in key commercial markets - commercial aerospace up 9% and marine SATCOM up 6% 

ï Organic revenue decline of 6% resulting from reduced demand in land defence programmes 

 

Å£7m trading profit increase driven by:  

ï Strong acquisition performance and growth in commercial markets 

ï Further cost rationalisation to mitigate negative impact of weaker demand profile in land defence markets  

 

Å Investing for future growth, with targeted PV spend of 9.6% of revenue  

ï Focus remains on commercial opportunities, with major spend in SATCOM, Wireless (ATS and Axell) and 
commercial aerospace avionics accounting for over 70% of total PV technology investment   

2014
   ()

2013
(constant FX)

Change
%

Revenue £m 697.1 652.5 6.8%

Trading Profit £m 118.3 111.3 6.3%

Trading Margin 17.0% 17.1% (0.1)pts 
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Cobham Mission Systems (CMS) 
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Non -US Defence  
 & Security  
(2013: 40%)  

US Defence  
 & Security  
(2013: 52%)  

Commercial  
(2013: 8%)  

ÅSignificant development effort and programme transition ongoing, leading to organic revenue 
decline of 4% including:  

ï Increase in customer funded development revenue on AAR programmes (KC-46, A400M) 

ï Activity levels in short cycle Life Support businesses picked up as expected in H2 

ï Reduced legacy aerial refuelling revenue due to lull in production of US KC-130 tanker aircraft  

ï Lower production and aftermarket activity in support of the UK FSTA programmeôs Airbus A330MRTT 

 

ÅChanging programme mix resulting in reduced operating profit and margin due to:  

ï Reduction in higher margin legacy aerial refuelling programmes and associated aftermarket activity  

ï Increase in proportion of lower  margin development programme revenue  

ï Previously targeted technical contract milestones not achieved in H2 leading to one off contract provision of 
£15m; now anticipate meeting contract milestones during 2015  

Note: US$ revenue 64%  

 

2014
   ()

2013
(constant FX)

Change
%

Revenue £m 333.5 345.6 (3.5)%

Trading Profit £m 35.9 71.6 (49.9)%

Trading Margin 10.8% 20.7% (9.9)pts 
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Cobham Advanced Electronic Solutions (CAES) 
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Non -US Defence  
 & Security  

(2013: 6%)  

US Defence  
 & Security  
(2013: 91%)  

Commercial  
(2013: 3%)  

2014
   ()

2013
(constant FX)

Change
%

Revenue £m 410.1 353.4 16.0%

Trading Profit £m 64.0 60.4 6.0%

Trading Margin 15.6% 17.1% (1.5)pts 

ÅNewly consolidated portfolio delivers 16% increase in total revenue including: 

ï Strong part year contribution from Aeroflex AMS business, increasing commercial revenue 

ï Continuing robust performance in existing US Defence business due to longer cycle priority programmes  

ï Organic revenue reduction of just 1%; robust in challenging US defence markets  
 

ÅContinuing to build strong foundation via long -term programme awards on key future defence 
platforms based on differentiated technology offerings  
 

ÅEncouraging start from AMS drives increase in operating profit, partially offset by impact of organic 
volume decline and change in mix across legacy business 
 

ÅMargins impacted by volume profile and completion of higher margin production programmes in 2013 
 

Note: US$ revenue 100%  
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Cobham Aviation Services (CAvS) 
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Non -US Defence  
 & Security  
(2013: 47%)  

Commercial  
(2013: 53%)  

2014
   ()

2013
(constant FX)

Change
%

Revenue £m 412.2 337.7 22.1%

Trading Profit £m 54.5 45.1 20.8%

Trading Margin 13.2% 13.4% (0.2)pts 

Trading Margin (excl JV) 13.2% 12.4% 0.8pts 

ÅGrowth in all segments drives total Revenue increase of 22% and organic increase of 8% with:  

ï Fleet expansion for Qantas with five additional B717ôs now in service 

ï Increased flight frequency in the Australian natural resources market  

ï Special Mission growth driven by new operational readiness training contract with the Royal Saudi Air Force 

ï Full year impact of the July 2013 acquisition of FBH 

Å Helicopter services organic growth driven by new Qatar maintenance support contract 

 

Å Increasing operating profit from higher level of activity in organic operations and incremental acquisition 
contribution from Helicopter Services (acquired in July 2013) 

 

ÅLike-for-like improvement in trading margin achieved from ongoing operational performance improvements  
 

Note: AU$ revenue 59%  
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Revenue and Profit 

Sector Summary at Constant Exchange1 
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(1) =  2013 data presented at 2014 exchange rates.   

 

Revenue Trading Profit

£m
Year to

31/12/14

Year to

31/12/13
Change

Year to

31/12/14

Year to

31/12/13
Change

Cobham Communications and Connectivity 697.1 652.5 6.8% 118.3 111.3 6.3%

Margin 17.0% 17.1%

Cobham Mission Systems 333.5 345.6 (3.5)% 35.9 71.6 (49.9)%

Margin 10.8% 20.7%

Cobham Advanced Electronic Solutions 410.1 353.4 16.0% 64.0 60.4 6.0%

Margin 15.6% 17.1%

Cobham Aviation Services 412.2 337.7 22.1% 54.5 45.1 20.8%

Margin 13.2% 13.4%

Head Office and Eliminations (5.2) (4.0) 14.1 14.5

Core Businesses 1,847.7 1,685.2 9.6% 286.8 302.9 (5.3)%

Margin 15.5% 18.0%

Non Core Businesses 4.0 19.9 (0.1) 2.4

Exchange - 84.6 - 12.3

Cobham Group -  as reported 1,851.7 1,789.7 3.5% 286.7 317.6 (9.7)%

Margin 15.5% 17.7%
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Trading Profit Bridge  

2013 to 2014 
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£m 317.6  

286.7  
18.1  4.0  

13.1  
15.0  

32.4  

2.5  
1.7  

12.3  
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Reconciliation of Trading to Reported Profit 
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Year to

31/12/14

Year to

31/12/13

£m £m

Trading profit 286.7 317.6

Underlying net finance costs (29.7) (29.6)

Underlying profit before taxation 257.0 288.0

Taxation charge on underlying profit (2014: 20.25%; 2013: 20%) (52.0) (57.0)

Underlying profit after taxation for the year 205.0 231.0

Business restructuring - Excellence in Delivery (28.1) (56.1)

Business restructuring - Aeroflex integration (24.1) -

Movements in non-hedge accounted derivative financial instruments (21.8) 2.2

Amortisation of intangible assets arising on business combinations (113.6) (103.9)

Exceptional legal costs (0.8) -

Impairment of goodwill - (63.0)

Revaluation gain arising on equity interests in FBH - 62.1

Other business acquisition and divestment related items (40.7) (0.1)

Non-underlying finance costs (3.6) (2.6)

Taxation on non-underlying items 56.7 44.9

Profit after taxation for the year 29.0 114.5

EiD Substantially Completed; Aeroflex Acquisition and Integration Costs Included  

5 March 2015 
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Cash Flow 
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Note: Depreciation and amortisation shown net of profit/loss on sale of property, plant and equipment and excluding amortisat ion of acquired intangibles. 

Year to

31/12/14

Year to

31/12/13

£m £m

Trading profit (exc. Joint Ventures) 286.5 314.5

Depreciation and amortisation 71.7 67.1

Pension contributions in excess of service cost and administration cost (16.9) (14.5)

Increase in working capital (70.8) (32.0)

Net capital expenditure (73.7) (61.0)

Other items 11.1 (5.6)

Operating Cash Flow 207.9 268.5

Underlying net interest paid (25.2) (28.7)

Taxation paid (37.0) (37.6)

Dividends received from joint ventures - 3.7

Business restructuring costs (31.3) (50.9)

Free Cash Flow 114.4 155.0

Dividends paid (108.3) (96.6)

Acquisition payments less divestment proceeds, other related costs and loans to JVs (897.3) (152.7)

Placing and net settlement of treasury shares 180.1 (1.8)

Exchange movements (58.2) 2.6

Increase in Net Debt (769.3) (93.5)

Opening Net Debt (453.4) (359.9)

Closing Net Debt (1,222.7) (453.4)

Net Debt: EBITDA 2.6 1.2

Receivables and Engineering WIP Impact OCF; Acquisitions Drive Increase In Net Debt  

5 March 2015 
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Inventories Receivables Payables

Current 

Working 

Capital Non-current

Total 

Working 

Capital

£m £m £m £m £m £m

Opening Balance Sheet 315.9 317.7 (370.3) 263.3 (15.8) 247.5

Underlying Cash Outflow 11.9 50.3 (5.5) 56.7 14.1 70.8

FX 9.3 11.6 (14.8) 6.1 - 6.1

Acquisitions and Disposals 118.4 55.9 (72.3) 102.0 6.4 108.4

Non-Underlying Items (24.1) 1.1 (40.7) (63.7) 12.4 (51.3)

Closing Balance Sheet 431.4 436.6 (503.6) 364.4 17.1 381.5

Increase Due To: Acquisitions, Q4 Activity and Development Contracts 

5 March 2015 
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Balance Sheet 
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31/12/2014 31/12/2013

£m £m

Intangible assets 1,997.2 1,162.2

Property, plant and equipment 390.0 350.8

Other non-current assets 91.0 56.3

Non Current Assets 2,478.2 1,569.3

Inventories 431.4 315.9

Trade and other receivables < 1 year 436.6 317.7

Trade and other payables < 1 year (503.6) (370.3)

Current Working Capital 364.4 263.3

Net current tax liabilities (118.8) (111.4)

Net borrowings (1,222.7) (453.4)

Provisions (67.4) (43.0)

Retirement benefit obligations (102.0) (87.3)

Other assets / liabilities (219.4) (93.3)

Net Assets 1,112.3 1,044.2

Aeroflex Acquisition Has Significant Impact On Group Balance Sheet  

5 March 2015 



Cobham plc  Cobham plc 

Summary 
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ÅPleased with overall strategic progress, in challenging market conditions 

ÅDisappointed in AAR performance and impact on short-term trading  

ÅWell positioned for further growth in 2015 with encouraging order momentum  

ÅAeroflex transaction completed; strong initial contributions, integration on track 

ÅImplemented more streamlined organisation, with capabilities improving 

ÅAcquisition bridge facility largely refinanced on long-term basis via US PP market 

ÅNet Debt:EBITDA ratio 2.6x ï cash generation fundamentals unchanged 

ÅDividend increase of 10% as previously stated, with policy change announced 

 

Substantial Progress Made To Position Group To Deliver Sustainable Future Growth   

5 March 2015 
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Significant Progress Delivering On Strategy 

Strategic Objective  Key Success Drivers  

ÅCreating A More Balanced Portfolio 

ÅConnectivity Focus Underpins Future Growth 

ÅFocusing On Our Customers  

ÅContinuously Investing In Technology 

ÅInvesting in People, Tools & Processes  

ÅContinuous Improvement Culture Taking Hold 

ÅStreamlined Organisation, Aligned To Priorities 

Creating Our Future 

17 

 

 

 

We will build and maintain 
leading positions in our chosen 
markets by leveraging innovative 
technology and know-how with a 
deep insight into customer needs 

This will enable us to generate 
sustainable top and bottom line 
growth, relative to the markets in 
which we operate, while consistently 
generating good free cash flow and 
thereby creating shareholder value 

Significant Strategic Progress, Returning To Sustainable Growth  

5 March 2015 
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2014 H2 Performance vs. Interim Expectation 

What We Said and How We Performed 
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Good Progress In Many Areas, AAR Programs Rebased For Success  

                 2014 H2 Expectation  Performance  

Orders  ÅStronger Aviation Services order intake 

ÅIncrease in short-cycle orders in CCC & CMS sectors 

O 

O 
 

Revenue  ÅIncreased short cycle shipments on higher order intake 

ÅAir-to-Air Refueling (AAR) development milestones 

O 

O 
 

Trading 
Margin  

ÅIncreased short cycle revenue drives higher margin mix 

ÅEnhanced operational performance 

ÅContinuing focus on cost reduction 

O 

O 

O 
 

Operating 
Cash 

ÅAchieve AAR development milestones in H2 

ÅInventory reductions on higher volume  

O 

O 

5 March 2015 
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Acquisitions  

Portfolio Criteria:  

ü Alignment to Core Capabilities  

ü Style of Competition fit  

ü Scale of Position 

ü Revenue Growth vs. Group 

ü Margin vs. Group 

ü Investment Requirements 

2012  2013  2014  2015+  

 
 

Divestments  
 

Active Portfolio Shaping Programme 
Creating A Balanced Portfolio Capable Of Sustainable Growth Through Economic Cycles 

 

19 

Acquisitions Provide a Sustainable Growth Platform  

Focus On Strengthening Market Positions & Capabilities Going Forward  

Non-Core Beacons Non-Core Aviation 

5 March 2015 
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Our Three End Markets  

Successfully Rebalancing Our Portfolio ï 2014 Revenue Mix 
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Commercial End Markets Now Our Largest Market Segment  

5%  

2%  

5%  

7%  

10%  

10%  

US Defence  
 & Security  

34%  

Non -US 
Defence  & 
Security  

27%  

Commercial  
39%  

Aviation  
Products  

Aviation  
Services  

Space  

Marine  

Wireless  

Other  
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Å Inmarsat launch of Global Xpress constellation  
 

ÅCommercial aircraft production ramps  
 

ÅWireless growth in DAS and R&D test  
 

ÅGrowing demand for high reliability electronics  
 

ÅModerating growth in Aviation Services driven by 
commodity prices  

 

Commercial Markets 

Market Growth Expected, Driven By Global Economic Recovery 
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Discriminating Technology & Capability Underpin Growth  

 Drivers of Growth  

CCC 
Å SATCOM 
Å Wireless 

ÅRamping large transport production volumes 

ÅDemand for connectivity driving DAS and Wireless Test 

CAvS 
Å FIFO 
Å Regional Services 

ÅDemand for gravel kit capabilities servicing regional mines in Australia 

Å Increasing modern fleet requirements for key customers following the 
introduction of the E190 for Chevron 

CAES 
Å Microelectronics 

ÅStrong demand for Hi-Rel products for commercial space programs  

ÅRequirement for critical  RF/MW components in the wireless industry 

CMS 
Å Gas Systems 
Å Actuation Systems 

ÅFuel tank inerting positions and emergency actuation deliveries remain strong 
with continuing deliveries on 787 and other platforms  

Commercial Revenue  
39% of FY14A Total 

5 March 2015 
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ÅReducing market volatility  

 

ÅUncertainty and risk remains  

ï Potential impacts from Sequestration budget caps  

 

ÅDoD priorities centered around Sea, Air and Space  

ï Continued pressures on Land programmes  

 

 

 

US Defence & Security 

Moving Through The Down Cycle, Nearing the Bottom 
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Continuously Investing in Capability Through the Downturné 
Provides Competitive Positions On Key Future Programs   

US Defence & Security Revenue  
34% of FY14A Total 

 Drivers of Growth  

CAES 
Å Microelectronics ÅKey RFMW positions on growing radar and EW platforms (AMDR , SEWIP) 

CMS 
Å Air-to-Air Refuelling 
Å Actuation Systems 

ÅTransition of KC-46 tanker from development to LRIP 

Å Improvement in short cycle bookings along with increases in missile actuation 

CCC 
Å Antennas 
Å Composites 

ÅModerating downturn should temper historic declines in short cycle businesses 

ÅF-35 production ramp 

5 March 2015 
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 Drivers of Growth  

CAvS 
Å Special Mission 
Å Heliservices 

Å12 year AUD$640m AMSA contract won to provide airborne SAR in Australia  

ÅSaudi operational readiness training and Qatar flight training  

CCC 
Å Antennas 
Å Avionics 

Å Increased spend in Middle East and Asia regions on force modernisation  

ÅPositions on key US and European export platforms offers opportunities 

CMS 
Å Air-to-Air Refuelling 
Å Weapons Carriage 

ÅAerial Refueling wins in growing Middle Eastern and Asian markets 

ÅWeapons Carriage and Release systems in India and Middle East 

ÅRegional requirements underpin growth, though risk 
remains in Europe  

 

Å Increased Middle East interest in outsourced defence  
and security services  

 

ÅRecapitalisation  of aerial refueling capability  

 

ÅWell positioned with differentiated technology  

 

 

 

 

Non-US Defence & Security 

MENA and Asia Still Driving Overall Market Growth 
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Growth Underpinned By Key Contract Wins  

Non -US Defence & Security Revenue  
27% of FY14A Total 

5 March 2015 
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Microelectronic Solutions  Test Solutions  

Growth Areas  
 

V High reliability microelectronics 

ü Space platforms & payloads 

ü Medical imaging 

ü Mining electronics 

V Virtualised wireless network data test 

V Wireless network functional and load test 

V Modular instrumentation 

Collaboration  V Leveraging customer relationships to 
grow content on space, naval, and 
missile programmes  

V New integrated microelectronic systems 

V Leveraging international sales channels 
and customer relationships 

V Identifying opportunities  in engineering 

V New routes to market  

Integration  V On track 

V Consolidation underway 

V Synergies validated  

V Wireless Test and DAS business 
integration as new Cobham Wireless 
Business unit 

Aeroflex 

A Strong Contributor To Cobhamôs Future Growth 

25 

Aeroflex  Integration On Track  

Space Defence Industrial  Medical Avionics Wireless Radio 

5 March 2015 
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Summary & 2015 Objectives 

ÅAdvancing the strategy, rebalancing the portfolio, investing in the business 

 

ÅAerial refuelling programmes rebased 

 

Å2014 full year dividend up 10%, revised policy announced 

 

Å2015 Key Objectives: 

Making Significant Progress in Challenging Markets 

27 

Strategic Actions Driving The Return to Growth  

ü Deliver organic revenue growth ü Improve program execution 

ü Strong cash generation ü Integrate Aeroflex  
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