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DIRECTORS’ REPORT

The Directors present their Annual Report and Financial Statements for the year ended 31 March 2008 which were approved by the Board of Directors on 
4 June 2008.

Principal Activities and Business Review
The principal activities of the member companies of the Group are focused on Aerospace and Specialist Engineering, as detailed on pages 08 to 17.

The Chairman’s Statement, the Chief Executive’s Review and the Business Review on pages 04 and 05, pages 06 and 07 and pages 08 to 24 respectively, contain
a review of the development of the Group’s business during the year including a review of the Group’s trading performance and an indication of its future
prospects. The Business Review also contains an assessment of the Group’s exposure to financial and other principal risks and uncertainties together with a
description of how these risks and uncertainties are managed. Attention is drawn to the cautionary statement on the inside front cover.

Dividend
The Directors recommend a final dividend of 1.5p per share on the Ordinary share capital to be paid on or around 3 October 2008, making a total distribution
of 2.0p per share for the year.

Acquisitions
On 2 May 2008, the Company announced that it had conditionally agreed to acquire 100% of the voting rights of Odyssey Industries Inc. and Global Tooling
Systems Inc. for a total consideration of up to a maximum of US$314m (£158.2m). These acquisitions were approved by Shareholders at an Extraordinary
General Meeting held on 3 June 2008. For further details, see note 35 on page 86.

Development Costs
The Group have capitalised development costs during the year amounting to £0.6m (2007: £6.9m) in intangible fixed assets. These amounts are primarily in
respect of major strategic aerospace programmes.

Financial Instruments
Information on the Group’s use of financial instruments, financial risk management objectives and policies and exposure are shown in note 30 to the Financial
Statements.

Supplier Payment Policy
The Group agrees payment terms with its suppliers when it enters into binding purchase contracts. The Group seeks to abide by the payment terms agreed
with suppliers whenever it is satisfied that the supplier has provided the goods or services in accordance with the agreed terms and conditions. The Group does
not have a standard credit period, and does not apply a general recognised code with regard to payment of suppliers, but the average during the financial
year was 63 days (2007: 81 days). Hampson Industries PLC, as a holding company, had supplier balances of £1.2m at 31 March 2008 (2007: £2.6m).

Substantial Shareholders
At 4 June 2008, the following interests exceeding the 3% disclosure threshold were recorded in the register of the Company kept in accordance with Section
211 of the Companies Act 1985.

Ordinary Shares %

Aberforth Partners LLP 19,790,631 20.78%
AXA S.A. 9,566,286 10.05%
JP Morgan Chase & Co 4,820,515 5.06%
Legal and General Group plc 3,833,633 4.02%
BT Pension Scheme Trustees 3,572,962 3.75%

Directors
The Directors of the Company at 31 March 2008 and their interests in the shares of the Company are shown on page 39. Mr Gilroy retired from the Board with
effect from 30 November 2007. Mr Geoghegan joined the Board on 4 September 2007 and was appointed Chairman on 1 December 2007. Mr Henwood joined
the Board on 1 March 2008. Details of the Directors’ service contracts are incorporated in the Report on Directors’ Remuneration on pages 36 to 39.

Share Capital
Changes in the share capital of the Company are shown in Note 25 to the Financial Statements.

Employees
The Group continues to pursue a policy of meeting with representatives of various groups of employees at which relevant information and developments are
discussed.

The Group operates incentive arrangements including an executive share option scheme with a view to attracting, motivating and retaining the best
employees and also to align individual goals and objectives. Such arrangements are reviewed from time to time to ensure their continued appropriateness
and effectiveness.

Full and fair consideration is given to applications for employment from disabled persons and to continuing the employment of those who become disabled
while employed. The policy is to give equal opportunity for training, career development and promotion.
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Environment
The Group considers environmental issues to be of high importance. All UK sites are at least ISO 14001:1996 accredited and are working towards the more
stringent ISO14001:2004 Standard where this standard has not already been attained. During 2007, all locations were the subject of an environmental audit.
These audits assess the Environmental Management System at each site against the requirements of ISO 14001:1996 Standard and the transition arrangements
to meet the requirements of the ISO 14001:2004 Standard where appropriate. In addition, the audits review site procedures to sustain environmentally good
practices and identify and record opportunities to improve environmental performance. Similar audits will be undertaken during 2008/09.

Charitable and Political Donations
No donations were given for United Kingdom charitable purposes (2007: £nil). No political donations were made during the year (2007: £nil).

Annual General Meeting
A notice convening this year’s AGM is enclosed with this Annual Report. In addition to the ordinary business of an AGM, the Directors are seeking certain other
authorities, details of which are set out in the notice and in a letter to Shareholders dated 4 August 2008.

Disclosure of information to Auditors
As at the date of this report, as far as each Director is aware, there is no relevant audit information of which the Company’s Auditors are unaware, and each
Director has taken all the steps that ought to have been taken as a Director in order to make himself aware of any relevant audit information and to establish
that the Company’s Auditors were aware of that information.

Auditors
A resolution will be proposed at the AGM to reappoint KPMG Audit Plc as Auditors and to authorise the Directors to fix their remuneration.

Post-Balance Sheet Events
At an Extraordinary General Meeting held on 3 June 2008, Shareholders resolved, inter alia, to;
1. Increase the the authorised share capital of the Company from £32,500,000 to £55,000,000 by the creation of 90,000,000 ordinary shares of 25 pence each.
2. Approve the acquisition of the entire share capital of Odyssey Industries, Inc and Global Tooling Systems Inc and to allot shares by way of a placing and

open offer in partial consideration. Details are set out on page 86. The acquisitions were completed on 9 June 2008.

By order of the Board:

M.G. DOLAN ACIS
Secretary
4 June 2008
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CORPORATE GOVERNANCE

Throughout the year ended 31 March 2008, the Company has been in compliance with the Code provisions set out in Section 1 of the Combined Code on
Corporate Governance (July 2003) and voluntarily complied with the updated section of the 2006 Financial Reporting Council Combined Code (July 2006). The
paragraphs below, together with the Report on Directors’ Remuneration set out on pages 36 to 39, describe how the Code’s provisions are applied within the
Hampson Group.

THE BOARD AND ITS COMMITTEES
The Hampson Industries PLC Board currently comprises two Executive and four Non-Executive Directors and reflects a blend of different ages, experience and
backgrounds. Details of their biographies are listed on page 29.

The roles of Chairman (which is a Non-Executive position) and Chief Executive have been split by the Board for many years and there is a clear division of
responsibility between the two. Other significant current commitments of the Chairman are listed in his biography on page 29. The Board is satisfied that his
commitments do not unduly restrict his availability to the Group.

In the opinion of the Board, all Non-Executive Directors are independent of management and free from any business or other relationship which could
materially interfere with the exercise of their independent judgement. 

The Board is collectively responsible for promoting the success of the Company by directing and supervising its affairs and the Board’s role is to provide
entrepreneurial leadership of the Company. There are a number of matters reserved specifically for decision by the Board and these include:

Reviewing operating and financial performance.

Ensuring that appropriate management development and succession plans are in place.

Determination of corporate strategy, including consideration and approval of the Group’s Annual Strategy Review.

Establishment of dividend policy.

Approval and acceptance of all new committed funding facilities.

Approval and acceptance of major changes in the capital structure of the Company.

Reviewing and approving formal treasury policies relating to funding, liquidity, transactional foreign exchange and interest rate risk management.

Reviewing the health and safety and environmental performance of the Group.

Approval of corporate acquisitions, mergers, divestments, joint ventures and major capital expenditure.

Receiving, reviewing and approving recommendations by the designated committee on matters related to Audit, Nominations and Remuneration.

Upon appointment, Directors pass through an induction process involving, inter alia, familiarisation with the Group’s strategy, culture, financial position and
business operations (including visits to the Group’s principal subsidiaries) and formal training as required. Any further individual training requirements are
provided as necessary and the Directors continually update and refresh their skills and knowledge. Directors also have access to the advice and services of the
Company Secretary, who is tasked with ensuring that Board procedures are followed and that applicable rules and regulations are complied with. In addition,
Directors may, in furtherance of the execution of their duties, take independent professional advice, if necessary at the Company’s expense.

The Board normally meets at least ten times a year and, as detailed above, has agreed a schedule of matters specifically reserved to it for decision.
Comprehensive briefing papers on items for consideration are circulated to each Director the week prior to a Board Meeting. The Non-Executive Directors
meet regularly throughout the year without the Executive Directors present.

The Non-Executive Directors are appointed for a fixed period of three years. The appointments are terminable during such fixed period with no fixed notice
period. All Directors are required to seek re-election at least every three years and, in accordance with best practice, the Company ensures that any Director
over the age of 70 years stands for re-election on an annual basis.

Specific responsibilities have been delegated to the following Board Committees:

(i) Audit Committee
The Committee is composed of the Non-Executive Directors and, until 23 May 2008, was under the Chairmanship of Mr Jonathan Palmer.

The Committee monitors the integrity of the Company’s Financial Statements and the effectiveness of the external audit process. It is responsible for ensuring
that an appropriate relationship between the Group and the external Auditors is maintained, including reviewing non-audit services and fees, and makes
recommendations to the Board on the appointment, reappointment or dismissal of the external Auditors. It also reviews the Group’s systems of internal
control and the processes for monitoring and evaluating the risks facing the Group.

The Committee reviews annually its terms of reference and its effectiveness and recommends to the Board any changes required as a result of such review.
The Committee meets at least three times a year, including meetings before the annual and interim results announcements and at the planning stage of the
annual external audit process. Members’ attendance record at meetings of the Committee in 2007/08 is given on page 34.
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The Committee has authority to investigate any matters within its terms of reference, to access resources, to call for information and to obtain external
professional advice at the cost of the Company. Should there be any disagreement between the Committee and the Board which cannot be resolved, the
Committee has the right to report the issue to the Shareholders within the Company’s next annual report.

No person other than the members of the Committee is entitled to be present at meetings but others may be invited to attend by the Committee. The external
Auditors usually attend meetings of the Committee. At each meeting there is an opportunity for the external Auditors to discuss matters with the Committee
without any executive management being present. The Committee has independent access to the external Auditors, and the external Auditors have direct
access to the Chairman of the Committee outside formal Committee meetings. 

The Committee has the specific task of keeping under review the nature and extent of non-audit services provided by the external Auditors in order to ensure
that objectivity and independence are maintained. For non-audit work, the policy is that the Group does not use the external Auditors unless there are
persuasive reasons to do so, i.e. they can provide a unique skill or a service not readily available from any other source. Under the policy, agreed by the Board,
any proposal to use the external Auditors for non-audit work must be submitted to the Group Finance Director who will, depending on the nature of the
service, seek the prior authorisation of the Chairman of the Committee. The external Auditors have in place processes to ensure their independence is
maintained including safeguards to ensure that, where they do provide non-audit services, their independence is not threatened. They have written to the
Committee confirming that, in their opinion, they are independent.

In 2007/08, the Committee discharged its responsibilities by:

Reviewing the Group’s draft 2006/07 preliminary annual results announcement and Financial Statements and 2007/08 interim results statement prior to
Board approval (including consideration of the significant accounting judgements contained therein) and reviewing the external Auditors’ detailed
reports thereon.

Reviewing the Group’s trading update announcement prior to release at the Annual General Meeting.

Reviewing the appropriateness of the Group’s accounting policies.

Reviewing regularly the potential impact on the Group’s Financial Statements of certain matters such as impairments of fixed asset values and International
Financial Reporting Standards.

Reviewing the effectiveness of the external audit process and recommending to the Board, after due consideration, that Messrs KPMG Audit PLC be
reappointed at the Annual General Meeting.

Reviewing the application of the Board’s policy on non-audit work performed by the Group’s external Auditor together with the non-audit fees payable to
the external Auditor in 2007/08.

Reviewing the external Auditor’s plan for the audit of the Group’s 2007/08 accounts, which included key areas of focus, key risks on the accounts,
confirmations of Auditor independence and the proposed audit fee, and approving the terms of engagement for the audit.

Reviewing reports from the internal control reviews and the external Auditor on the Group’s systems of internal control in advance of the announcement of
the Group’s results for 2007/08 and reporting to the Board on the results of this review.

Receiving regular updates from management on key financial control matters arising in the Group.

Whistleblowing
The Company has recently adopted a Whistleblowing Policy to facilitate disclosures concerning suspected impropriety and/or wrongdoing. Disclosures are
made to the Company Secretary on a confidential or, if preferred, an anonymous basis. All reports are investigated and may be escalated to the Audit
Committee if appropriate.

(ii) Remuneration Committee
The Committee is composed of the Non-Executive Directors under the Chairmanship of Mr Robert Stokell. The Committee, which meets at least annually, is
responsible for approving the terms of service and setting the remuneration of the Executive Directors and other senior employees.

(iii) Nominations Committee
The Committee is composed of the Non-Executive Directors and the Chief Executive under the Chairmanship of Mr Robert Stokell. The Committee, which meets
periodically as required, assesses and recommends to the Board candidates for appointment as Directors of the Company. It also makes recommendations to
the Board on its overall composition and balance, although nominations to the Board are ultimately considered by the Board as a whole. 

External recruitment consultants have been used in the appointment of Chairman and Non-Executive Directors during the year. In appointing these
consultants, the Committee ensured there was adequate independence and no conflict of interest between the advice it would be seeking and work
performed elsewhere within the Group.
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CORPORATE GOVERNANCE continued

Directors’ attendance record
Board and Board Committee attendance during the year ended 31 March 2008 was as follows:

Audit Remuneration Nominations
Board Committee Committee Committee

(16 meetings) (3 meetings) (3 meetings) (2 meetings)

Tony Gilroy 111 2* 1* —*

Chris Geoghegan 82 2* 2* 1*

Stephen Henwood 13 1* 1* —*

Howard Kimberley 15 — — —

Jonathan Palmer 12 1 2 2

Robert Stokell 15 3 3 2

Kim Ward 16 — — 2

1 Out of a maximum number of 12 meetings.
2 Out of a maximum number of 8 meetings.
3 Out of a maximum number of 1 meeting.
* The maximum number of meetings during  tenure of office.

Performance evaluation
The effectiveness of the Board and of its Committees was evaluated during the year. The process involved each Director independently providing assessments
of all aspects of the operation and effectiveness of the Board and its Committees as a whole and the performance of the Directors individually. The results of
the effectiveness review were reported by the Chairman and were discussed by the Board as a whole. A number of minor issues were identified as a result of
the overall evaluation and remedial actions and/or changes in practice were initiated to address these. No actions were considered necessary as a result of any
of the performance evaluations of individual Directors.

Shareholder communications
Meetings are held between the Executive Directors and the Company’s major Institutional Shareholders in accordance with the Company’s investor relations
programme as and when required in relation to particular issues. Shareholders are also encouraged to visit the Group’s subsidiaries. The Board is aware that
not all of the Company’s Shareholders have access to market information; Shareholders attending the AGM are therefore invited to ask questions during the
meeting and to meet with Directors after the formal proceedings have ended. The AGM is normally attended by the full Board of Directors. In addition, the
Senior Independent Director is available to Shareholders for questions if Shareholders have any concerns in respect of which contact through the normal
channel of Chairman or Chief Executive is inappropriate or such contact has failed to resolve the matter.

In its annual and interim reports, Interim Management Statement, results presentations and City announcements generally, Hampson Industries PLC
endeavours to present an accurate, objective and balanced picture in a style and format which is appropriate for the intended audience. The Company’s
website (www.hampsongroup.com) provides financial and business information about the Group, including copies of its most recent annual and interim
reports.

Internal control
The Board attaches considerable importance to the Group’s systems of internal control and risk management. It acknowledges its responsibility for them and
for the regular review of their effectiveness.

The Board’s policy is to have systems in place within the Hampson Group which optimise the Group’s ability to manage risk in an effective and appropriate
manner. The Board has delegated to the Executive Directors responsibility for identifying, evaluating and monitoring risks facing the Group and for deciding
how these are to be managed. There are standing items at every Operating Review Meeting with Divisional Managing Directors to enable the Executive
Directors to advise the Board if any material internal control issues have arisen or any significant new risks have been identified.

Continuing processes are in place for all parts of the Group to assess the major strategic, commercial and financial risks to which their operations are exposed,
and the way in which they are monitored, managed and controlled. Group businesses are required to formally review their business risks and to report on
their status as well as on any newly identified risks. A comprehensive report on the principal identified risks the Group faces in all aspects of its business
operations is prepared by the Executive Directors and considered formally by the Board at least twice a year.
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Health and Safety risks are dealt with under the auspices of external Health and Safety consultants, who, working in conjunction with the Group’s Insurance
Brokers and Risk Management consultants, help to ensure each of the Group’s businesses is aware of, and appropriately trained in, all relevant Health and
Safety matters. Regular Health and Safety reviews are carried out and the results are reported monthly to the Board, which takes overall responsibility for
Health and Safety matters. In addition, the Group’s Insurance Brokers and Health and Safety consultants carry out annual detailed risk reviews at each of the
Group’s subsidiaries to ensure all necessary loss prevention procedures are operating effectively and policies are being complied with. All of the Group’s
existing business operations have now gained at least the environmental accreditation ISO14001.

The Group’s systems are designed to manage rather than eliminate the risk of failure to achieve business objectives, recognising that any system can only
provide reasonable and not absolute assurance against misstatement or loss.

The Board reviews the effectiveness of the systems of internal control and risk management on an ongoing basis by:

Considering the strategy of the Group and, within the framework of this, approving an annual budget and medium-term projections. Central to this
exercise is a review of the commercial and financial risks and opportunities facing each business and the steps being taken to manage these.

Reviewing, on a regular basis, operational performance and updated forecasts for the current year based on a comprehensive reporting system.
Comparisons are made with budget, the latest forecast and the prior year and appropriate action plans put in place to optimise operational and financial
performance.

Retaining primary responsibility for acquisition and divestment policy, and the approval of major capital expenditure and financing arrangements. Below
Board level there are clearly defined management authorities for the approval of capital expenditure and major contracts together with an established
framework for their appraisal, which includes a post-implementation review policy.

Performing, in conjunction with professionally qualified external consultants, reviews of the Group’s pension arrangements and insurance and insurance
and risk management programmes.

Receiving regular reports, following their review by the Executive Directors, on environmental and health and safety matters as they relate to the Group’s
operations.

Reviewing on at least an annual basis key management development and succession plans. 

Receiving regular reports from the Audit Committee on whether the systems of internal control and risk management are operating effectively.

The Audit Committee, which has independent access to the external Auditors, is responsible for reviewing the ongoing control processes within the Hampson
Group. It achieves this by:

Scoping and reviewing the major findings of internally undertaken control reviews at subsidiaries. These reviews are risk-based and their purpose is to
review and test the principal controls, processes, procedures and practices across the Group.

Reviewing reports from management and external Auditors on the systems of internal control and risk management.

Discussing with Executive Directors, who are in attendance at each meeting of the Committee, the resolution of control issues raised by Committee
members, or in reports reviewed by it.

The Board has reviewed the effectiveness of the Group’s systems of internal control and risk management during the period covered by this Annual Report. In
view of the foregoing procedures, the Board does not believe that a formal Internal Audit function is appropriate to the circumstances of the Group but will
keep the matter under review.

The Board confirms that the processes described above, which accord with the Combined Code on Corporate Governance issued in July 2003 and the 
updated section of the 2006 Financial Reporting Council Combined Code, have been in place throughout that period and up to the date of approval of the
Annual Report.

Independence of External Auditors
The external Auditors have in place procedures to ensure their independence is maintained and have written to the Audit Committee confirming that, in their
opinion, they are independent.

The Audit Committee has the specific task of keeping under review the nature and extent of non-audit services provided by the Auditors to ensure that
objectivity and independence is maintained. In this regard, the policy of the Audit Committee is to invite the Auditors to undertake assignments of a
consultancy nature only where their detailed knowledge of the Group in comparison to other professional services firms is considered to represent a tangible
advantage to the Group and its Shareholders.

Compliance with the Combined Code
Throughout 2007/08, the Group was in compliance with the relevant provisions of the Combined Code on Corporate Governance.
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REPORT ON DIRECTORS’ REMUNERATION

Compliance
The Company has adopted the provisions of the Combined Code as required under the Listing Rules and in framing its remuneration policy, the Remuneration
Committee has complied with the best practice provisions.

Role of the Remuneration Committee
The Remuneration Committee (“the Committee”) was established by the Board some years ago and is responsible for formulating the Group’s policy for the
remuneration of the Executive Directors of Hampson Industries PLC. The Committee reviews the policy annually and recommends any changes to the Board as
a whole for formal approval.

Within the framework of the agreed policy, the Committee determines the detailed terms of service of the Executive Directors, including basic salary,
incentives and benefits, and the terms upon which their service may be terminated.

The Committee is responsible for appointing external independent consultants to advise on executive remuneration matters. Following a review during the
year, Kepler Associates were appointed and provided advice on Executive remuneration matters including share-based incentives. In appointing Kepler
Associates, the Committee ensured there was adequate independence and no conflict of interest between the advice it would be seeking and work performed
elsewhere within the Group. During the year, Kepler Associates did not provide any other services to the Group.

The Committee comprises Mr Chris Geoghegan, Mr Stephen Henwood, Mr Jonathan Palmer and Mr Robert Stokell. The Committee is currently chaired by 
Mr Robert Stokell.

Remuneration Policy for Directors (including subsidiary company Managing Directors)
In respect of the Executive Directors, the Committee decides the remuneration policy which is designed to attract and retain executives of the highest calibre
and to motivate them to make the maximum possible contribution to the development of the Hampson Group, to the benefit of Shareholders. Bonuses are
linked to performance against agreed financial and operational targets.

The fees of the Non-Executive Directors are set at a level which will attract individuals with the necessary expertise and ability to make a substantial
contribution to the Group’s affairs.

Directors’ remuneration packages will be the subject of regular review in accordance with this policy in the next and following financial years.

Basic Salary and Benefits
Basic annual salaries for the Executive Directors are normally reviewed annually on or around 1 April by the Committee, having regard to the Executive’s
performance and prevailing increases in related industries. Benefits provided are a pension, car and fuel allowance, life assurance, health insurance and the
reimbursement of telephone charges.

In addition to basic salary and benefits, the remuneration of the Executive Directors includes a variable element dependent on the achievement of short-term
performance targets, as well as longer term performance-related incentives. Further details of each of these elements are given in the paragraphs below. The
Committee considers that the performance-related elements of the Executive Directors’ packages (normally consisting of annual cash bonuses of up to 75% of
basic salary, annual option grants over shares with a market value at the date or dates of grant with a value up to one times basic salary or annual grants of
contingent awards under the Company’s LTIP), but only if significant value has been delivered to Shareholders. It is therefore considered that whilst in overall
value terms the non performance-related elements of the Executive Directors’ packages are important in terms of providing motivation to the Executive
Directors to improve Shareholder value, the performance-related elements are the most important.

In conjunction with Kepler Associates, the committee has reviewed the incentive arrangements for executives and other senior management. This review
focused on an evaluation of the existing incentive arrangements in the context of the Company’s overall remuneration strategy. As a consequence, the
committee is proposing changes to the incentive arrangements for approval by shareholders to take effect in the 2009 financial year. Details of the proposed
changes are described in the letter to Shareholders dated 4 August 2008.

Annual Performance-related Bonus Scheme
The Group operates performance-related bonuses paid to the Executive Directors based on the achievement of targeted levels of trading profit and operating
cash flow up to an individual maximum restricted to 75% of salary. Bonus schemes are also in operation for all Directors of subsidiary companies and the
bonus paid is dependent upon performance against pre-agreed financial targets in the company in which they are employed, or the portfolio for which they
have responsibility. Discretionary bonuses can also be approved by the Committee for exceptional performance.

Long-Term Incentive Plan
A Long-Term Incentive Plan (“LTIP”) is in operation with the objective of retaining the key Executives of the Company and motivating them to deliver
improved performance. The Committee is responsible for the granting of contingent awards under the LTIP, which operates through the granting of such
awards on an annual basis worth up to the equivalent of one times the annual basic salary of participants. Awards are subject to challenging performance
conditions which, in respect of new awards, will be reviewed by the Committee annually to ensure they remain aligned with the best interests of Shareholders.
No awards were made to the Executive Directors in the year ended 31 March 2008. Details of currently outstanding conditional awards made in previous
periods, together with the performance conditions attaching thereto, are set out on page 38.
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Share Options
The Committee is responsible for the granting of Options under the Executive Share Option Scheme (“ESOS”). Details of all outstanding Options granted to the
Executive Directors in the year ended 31 March 2008 and in prior periods are shown on page 38. Options under the ESOS to subscribe for a number of shares of
the Company may be awarded to the Executive Directors on an annual basis, calculated based on an amount not exceeding 1.25 times their annual salary. The
exercise price is fixed as the average mid-market price of the Company’s shares over the three days preceding the date of grant. Exercise is subject to a
performance condition requiring annual growth in the Group’s earnings per ordinary share, excluding amortisation of intangibles, remeasurements and
exceptional items, which, in the case of all options granted on or after 27 March 2002, must exceed the level of growth in the Retail Price Index (“RPI”) plus 8%.
The Committee determines whether the performance condition has been met by reference to the audited financial information published in the Company’s
Annual Report and Financial Statements. When necessary, advice is obtained from the Company’s Auditors as to whether any adjustments are required to
ensure consistency in accordance with the terms of the performance condition. This procedure is followed to ensure that no Director is in a position to rule on
whether the performance conditions applying to his own incentives have been satisfied. If the performance condition is not satisfied at the first measurement
point (being three years after the date of grant), the option award will lapse. In respect of all options granted prior to 27 March 2002, the performance condition
required annual earnings per share growth (excluding amortisation of intangibles, remeasurements and exceptional items) to exceed the level of growth in the
RPI plus 6%. This lower required rate of growth reflected the fact that grants of options could have been made at intervals of in excess of 12 months.

The Committee believes that earnings per ordinary share, excluding amortisation of intangibles, remeasurements and exceptional items, as a true measure of
the underlying profitability of a company is a prime factor that investors take into account when assessing their investment decisions and that real growth in
earnings per share, excluding amortisation of intangibles, remeasurements and exceptional items, of greater than 8% is a steady target of direct relevance to
Shareholders.

Performance Graph
In view of the fact that more than half of the Group’s turnover is related to aerospace, the Directors consider the FTSE Aerospace & Defence index to be an
appropriate benchmark to assess the performance of the Company’s share price.

Pension Arrangements and Contributions
Both of the Executive Directors of Hampson Industries PLC have personal pension arrangements which are independent of the Group pension schemes. All
Executive Directors have life cover of four times salary, subject to Inland Revenue rules.

Service Agreements
The two Executive Directors, Mr Kim Ward and Mr Howard Kimberley, have service agreements with the Company dated 31 August 2000 and 2 April 2001
respectively, which are terminable by either party giving the other 12 months’ notice to terminate. However, if a Change in Control (as that expression is
defined in the agreement) of the Company takes place then the executive Director who is a party to the agreement may at any time within the 12 month
period immediately following such Change in Control terminate the agreement by 90 days’ notice instead of 12 months’ notice.

Each agreement provides that in the event of the agreement being terminated by either party within the 12 month period immediately following a Change in
Control of the Company, the salary and benefits which would otherwise have accrued during a 12 month notice period are payable forthwith in full without
mitigation. The value of accrued bonus forming part of the benefits package are to be paid under such circumstances is calculated as 50% of the annual salary
of the Director concerned.

The Non-Executive Directors do not have service agreements with the Company. Their terms of office are governed by letters of appointment and their
appointments are terminable with no fixed notice period.

Remuneration of the Chairman and other Non-Executive Directors
The Chairman of the Board has his remuneration determined by the other members of the Remuneration Committee.

The other Non-Executive Directors each receive a fee which is agreed by the other members of the Board following a recommendation by the Chairman.
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REPORT ON DIRECTORS’ REMUNERATION continued

Directors’ Remuneration Details — Year ended 31 March 2008 (Audited Information)
The Remuneration of each Director for the year ended 31 March 2008 was as follows:

Pension Taxable Total Total
Salary/fees Bonus contributions benefits 2008 2007

£ £ £ £ £ £

Non-Executive Chairman
J.A. Gilroy (a) 56,667 — — — 56,667 85,000
C.V. Geoghagen (b) 34,542 — — — 34,542 —

91,209 — — — 91,209 85,000
Executive Directors
K.S. Ward 287,000 223,793 74,724 24,100 609,617 501,210
H.F. Kimberley 220,000 171,556 57,594 18,590 467,740 395,444

507,000 395,349 132,318 42,690 1,077,357 896,654
Other Non-Executive Directors
J.D. Palmer 36,750 — — — 36,750 30,000
R. Stokell 31,500 — — — 31,500 30,000
S.H. Henwood (c) — — — — — —

68,250 — — — 68,250 60,000

(a) Retired 30 November 2007.
(b) Appointed 4 September 2007.
(c) Appointed 1 March 2008.

Payments of supplementary allowances to the Executive Directors to assist them towards securing retirement benefits are included in the money-purchase
contributions and allowances for pension benefit purposes, disclosed under Pension Contributions in the table above.

Directors’ Share Options
Directors’ share options comprise:

Normally Movement in year
Date of Exercise exercisable At 1 April At 31 March

grant price between 2007 Granted Exercised Lapsed 2008

K.S. Ward 24/08/2000 220.0p 24/08/2003 and 100,000 — — — 100,000
23/08/2010

30/08/2005 127.5p 30/08/2008 and 80,000 — — — 80,000
29/08/2015

180,000 — — — 180,000

H.F. Kimberley 18/06/2001 170.0p 18/06/2004 and 60,000 — — — 60,000
17/06/2011

30/08/2005 127.5p 30/08/2008 and 60,000 — — — 60,000
29/08/2015

120,000 — — — 120,000

Directors’ conditional LTIP awards comprise:
Movement in year

Date of At 1 April At 31 March
grant 2007 Granted Exercised Lapsed 2008

K.S. Ward 30/08/2005 400,000 — — — 400,000
14/07/2006 175,000 — — — 175,000

575,000 — — — 575,000

H.F. Kimberley 30/08/2005 300,000 — — — 300,000
14/07/2006 155,000 — — — 155,000

455,000 — — — 455,000
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Notes:
(a) The market price of the Company’s shares at 31 March 2008 was 120.00p. The highest price at which the Company’s shares were traded during the year

ended 31 March 2008 was 207.00p and the lowest price was 120.00p.

(b) The performance condition for awards granted under the LTIP on 30 August 2005 operates so that the shares comprised in the award will only vest if the
Company’s average share price is at least 170 pence for the ten dealing days after the announcement of the Company’s financial results to 31 March
2008. In the event that the average of the Company’s share price is at least 170 pence, a minimum of 50% of the shares will become available and this
percentage will increase up to 100% on a straight line basis for average share prices between 170 pence and 210 pence.

The performance condition for awards granted under the LTIP on 14 July 2006 operates so that the shares comprised in these awards will only vest if the
Earning per Share before exceptional items, remeasurements and amortisation of intangible assets on acquisition (“EPS”) for the financial year ending 
31 March 2009 is at least 12.35p. In that event, 33% of the shares will become available. This percentage will increase up to a maximum of 100% on a
straight-line basis for EPS between 12.35p and 18.23p.

The closing mid-market price on the date of award for the Company’s LTIP was 121.25p and 149.50p for the 30 August 2005 and 14 July 2006 awards
respectively.

(c) No price was paid for any options granted under the Company’s Executive Share Option Scheme or contingent awards under the Company’s LTIP.

Share Interests
The table below show the persons who were Directors of the Company at the end of the financial year and their interests in the Ordinary shares of the
Company including those of their families.

4 June 2008 31 March 2008 31 March 2007
Beneficial Non-Beneficial Beneficial Non-Beneficial Beneficial Non-Beneficial

C.V. Geoghagen 30,000 — — — — —
S.H. Henwood — — — — — —
H.F. Kimberley 57,981 — 46,385 — 46,385 —
J.D. Palmer 75,275 — 60,220 — 60,220 —
R. Stokell 43,887 — 35,110 — 35,110 —
K.S. Ward 66,949 — 53,560 — 53,560 —

Information Subject to Audit
The Remuneration Report is not subject to audit other than indicated.

On behalf of the Board:

R. STOKELL
CHAIRMAN OF THE REMUNERATION COMMITTEE
4 JUNE 2008
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE ANNUAL REPORT AND
THE FINANCIAL STATEMENTS

The Directors are responsible for preparing the Directors’ Report and the Annual Report and Financial Statements for the Group and Parent Company in
accordance with applicable law and regulations. Company law requires the Directors to prepare Group and Parent Company Financial Statements for each
financial year. Under that law they are required to prepare the Group Financial Statements in accordance with IFRSs as adopted by the EU and applicable law,
and have elected to prepare the Parent Company Financial Statements on the same basis.

The Group and Parent Company Financial Statements are required by law and IFRSs as adopted by the EU to present fairly the financial position of the Group
and the Parent Company and the performance for that period; the Companies Act 1985 provides in relation to such Financial Statements that references in the
relevant part of that Act to Financial Statements giving a true and fair view are references to their achieving a fair presentation.

In preparing each of the Group and Parent Company Financial Statements, the Directors are required to:

select suitable accounting policies and then apply them consistently;

make judgements and estimates that are reasonable and prudent;

state whether they have been prepared in accordance with IFRSs as adopted by the EU; and

prepare the financial statements on the going concern basis unless it is inappropriate to presume that the Group and the Parent Company will continue 
in business.

The Directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any time the financial position of the Parent
Company and enable them to ensure that its Financial Statements comply with the Companies Act 1985. They have a general responsibility for taking such
steps as are reasonably open to them to safeguard the assets of the Group and to prevent and detect fraud and other irregularities.

Under applicable law and regulations, the Directors are also responsible for preparing a Directors’ Report, Directors’ Remuneration Report and Corporate
Governance Statement that comply with that law and those regulations.

The Directors are responsible for the maintenance and integrity of the corporate and financial information included on the Company’s website. Legislation in
the UK governing the preparation and dissemination of Financial Statements may differ from legislation in other jurisdictions.
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF HAMPSON INDUSTRIES PLC

We have audited the Group and Parent Company Financial Statements (the “Financial Statements”) of Hampson Industries PLC for the year ended 31 March
2008 which comprise the Consolidated Income Statement, the Consolidated and Parent Company Balance Sheets, the Consolidated and Parent Cash Flow
Statements, the Consolidated and Parent Company Statement of Recognised Income and Expense and the related notes. These Financial Statements have
been prepared under the accounting policies set out therein. We have also audited the information in the Directors’ Remuneration Report that is described as
having been audited.

This report is made solely to the Company’s members, as a body, in accordance with section 235 of the Companies Act 1985. Our audit work has been
undertaken so that we might 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 responsibility to anyone other than the Company and the Company’s members, as a body,
for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of Directors and Auditors
The Directors’ responsibilities for preparing the Annual Report, the Directors’ Remuneration Report and the financial statements in accordance with applicable
law and International Financial Reporting Standards (IFRSs) as adopted by the EU are set out in the Statement of Directors’ Responsibilities on page 40.

Our responsibility is to audit the Financial Statements and the part of the Directors’ Remuneration Report to be audited in accordance with relevant legal and
regulatory requirements and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the Financial Statements give a true and fair view and whether the Financial Statements and the part of the
Directors’ Remuneration Report to be audited have been properly prepared in accordance with the Companies Act 1985 and, as regards the Group Financial
Statements, Article 4 of the IAS Regulation. We also report to you whether in our opinion the information given in the Directors’ Report is consistent with the
Financial Statements. The information given in the Directors’ Report includes the specific information presented in the Business Review that is referred from
the Principal Activities and Business Review section of the Directors’ Report.

In addition, we report to you if, in our opinion, the Company has not kept proper accounting records, if we have not received all the information and
explanations we require for our audit, or if information specified by law regarding Directors’ remuneration and other transactions is not disclosed. 

We review whether the Corporate Governance Statement reflects the Company’s compliance with the nine provisions of the 2006 Combined Code specified
for our review by the Listing Rules of the Financial Services Authority, and we report if it does not. We are not required to consider whether the Board’s
statements on internal control cover all risks and controls, or form an opinion on the effectiveness of the Group’s corporate governance procedures or its risk
and control procedures.

We read the other information contained in the Annual Report and consider whether it is consistent with the audited Financial Statements. We consider the
implications for our report if we become aware of any apparent misstatements or material inconsistencies with the financial statements. Our responsibilities do
not extend to any other information.

Basis of audit opinion
We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board. An audit includes
examination, on a test basis, of evidence relevant to the amounts and disclosures in the Financial Statements and the part of the Directors’ Remuneration Report
to be audited. It also includes an assessment of the significant estimates and judgements made by the Directors in the preparation of the Financial Statements,
and of whether the accounting policies are appropriate to the Group’s and Company’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order to provide us with sufficient
evidence to give reasonable assurance that the Financial Statements and the part of the Directors’ Remuneration Report to be audited are free from material
misstatement, whether caused by fraud or other irregularity or error. In forming our opinion, we also evaluated the overall adequacy of the presentation of
information in the Financial Statements and the part of the Directors’ Remuneration Report to be audited.

Opinion
In our opinion:

the Group Financial Statements give a true and fair view, in accordance with IFRSs as adopted by the EU, of the state of the Group’s affairs as at 31 March
2008 and of its profit for the year then ended; 

the Parent Company Financial Statements give a true and fair view, in accordance with IFRSs as adopted by the EU as applied in accordance with the
provisions of the Companies Act 1985, of the state of the Parent Company’s affairs as at 31 March 2008;

the Financial Statements and the part of the Directors’ Remuneration Report to be audited have been properly prepared in accordance with the Companies
Act 1985 and, as regards the Group financial statements, Article 4 of the IAS Regulation; and

the information given in the Directors’ Report is consistent with the Financial Statements.

KPMG AUDIT Plc 
CHARTERED ACCOUNTANTS 
REGISTERED AUDITOR
2 CORNWALL STREET
BIRMINGHAM
B3 2DL
4 JUNE 2008
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CONSOLIDATED INCOME STATEMENT 
FOR THE YEAR ENDED 31 MARCH

2008 2008 2008
Before 

exceptional items, Exceptional items, 
re-measurements re-measurements and 

and amortisation of amortisation of 
intangibles* intangibles* Total

Notes £’000 £’000 £’000

Continuing operations

Revenue 3 157,946 — 157,946

Operating profit 4 22,366 (4,194) 18,172

Analysed as:
Trading profit 22,366 — 22,366
Restructuring and rationalisation charges 5 — (2,309) (2,309)
Impairment charges 5 — (392) (392)
Changes in net fair value of derivative financial instruments — non interest instruments 5 — (775) (775)
Amortisation of intangible assets on acquisition 5 — (718) (718)

Financial income 6 1,960 — 1,960
Financial expense 6 (7,279) — (7,279) 
Changes in net fair value of derivative financial instruments — interest instruments 5 — (3,670) (3,670)

Profit before taxation 17,047 (7,864) 9,183
Taxation 10 (2,349)

Profit after taxation 6,834

Discontinued operations
Post tax results from discontinued operations 11 (1,542)

Profit for the financial year 5,292

Attributable to:

— Equity Shareholders of the Parent Company 5,292
— Minority interests —

5,292

Dividends per 25p ordinary share

Interim dividend per share 12 0.50p
Final dividend per share 12 1.50p

Earnings per 25p ordinary share

Continuing operations:
Earnings per share before exceptional items,
re-measurements and amortisation of intangibles* 13 12.96p
Basic 13 7.18p
Diluted 13 7.14p

Total operations:
Basic 13 5.56p
Diluted 13 5.53p

* Exceptional items relate to restructuring and rationalisation charges and impairment charges. Re-measurements relate to changes in net fair value of derivative financial
instruments required under IAS 39. Amortisation of intangibles relate to amortisation of intangible assets on acquisition required under IFRS 3.
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CONSOLIDATED INCOME STATEMENT 
FOR THE YEAR ENDED 31 MARCH

2007† 2007† 2007†
Before 

exceptional items, Exceptional items, 
re-measurements and re-measurements and 

amortisation of amortisation of 
intangibles* intangibles* Total

Notes £’000 £’000 £’000

Continuing operations

Revenue 3 138,020 — 138,020

Operating profit 4 16,400 (3,968) 12,432

Analysed as:

Trading profit 16,400 — 16,400
Restructuring and rationalisation charges 5 — (1,073) (1,073)
Impairment charges 5 — (2,106) (2,106)
Changes in net fair value of derivative financial instruments — non interest instruments 5 — (110) (110)
Amortisation of intangible assets on acquisition 5 — (679) (679)

Financial income 6 935 — 935
Financial expense 6 (5,990) — (5,990)
Changes in net fair value of derivative financial instruments — interest instruments 5 — (1,164) (1,164)

Profit before taxation 11,345 (5,132) 6,213
Taxation 10 (2,689)

Profit after taxation 3,524

Discontinued operations
Post-tax results from discontinued operations 11 461

Profit for the financial year 3,985

Attributable to:

— Equity Shareholders of the Parent Company 3,985
— Minority interests —

3,985

Dividends per 25p ordinary share

Interim dividend per share 12 0.00p
Final dividend per share 12 0.90p

Earnings per 25p ordinary share

Continuing operations:
Earnings per share before exceptional items, 
re-measurements and amortisation of intangibles* 13 7.98p
Basic 13 3.95p
Diluted 13 3.93p

Total operations:
Basic 13 4.47p
Diluted 13 4.44p

* Exceptional items relate to restructuring and rationalisation charges and impairment charges. Re-measurements relate to changes in net fair value of derivative
financial instruments required under IAS 39. Amortisation of intangibles relates to amortisation of intangible assets on acquisition required under IFRS 3.

† Re-presented following the sale of Lattimer Limited and I.S. Parts International Inc., see note 1.
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CONSOLIDATED BALANCE SHEET
AS AT 31 MARCH

2008 2007
Notes £’000 £’000

Assets
Non-current assets
Goodwill 14 61,448 61,600
Intangible assets 14 21,901 22,476
Property, plant and equipment 15 40,790 41,305
Deferred tax assets 24 — 4,877

124,139 130,258

Current assets
Inventories 17 26,762 27,361
Trade and other receivables — due within one year 18 36,089 35,206
Financial assets — derivatives 31 — 189
Current tax assets 21 2,249 563
Cash and cash equivalents 19 21,774 10,241

86,874 73,560

Total assets 211,013 203,818

Liabilities
Current liabilities
Trade and other payables 20 (34,950) (36,787)
Financial liabilities — derivatives 31 (5,382) (1,126)
Provisions 23 (3,048) (3,073)

(43,380) (40,986)

Non-current liabilities
Financial liabilities — borrowings 22 (81,055) (75,568)
Deferred tax liabilities 24 (5,086) (8,812)
Provisions 23 (162) —
Retirement benefit liabilities 32 (351) (583)

(86,654) (84,963)

Total liabilities (130,034) (125,949)

Net assets 80,979 77,869

Equity
Called up share capital 25 23,806 23,806
Reserves 26 57,094 53,988

Equity attributable to Shareholders of the Parent 80,900 77,794
Minority interest 26 79 75

Total equity 80,979 77,869

The financial statements were approved by the Board of Directors on 4 June 2008 and were signed on its behalf by:

C.V. GEOGHEGAN
CHAIRMAN

H.F. KIMBERLEY
FINANCE DIRECTOR
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PARENT COMPANY BALANCE SHEET
AS AT 31 MARCH

2008 2007
Notes £’000 £’000

Assets
Non-current assets
Intangible assets 14 2,319 1,666
Property, plant and equipment 15 4,381 5,083
Investment in subsidiaries 16 62,404 62,846
Trade and other receivables — due after more than one year 18 126,716 119,404
Deferred tax assets 24 — 634

195,820 189,633

Current assets
Trade and other receivables — due within one year 18 1,396 2,133
Financial assets — derivatives 31 — 189
Current tax assets 21 556 —
Cash and cash equivalents 19 13,321 7,955

15,273 10,277

Total assets 211,093 199,910

Liabilities
Current liabilities
Trade and other payables 20 (5,341) (6,194)
Financial liabilities — derivatives 31 (5,382) (1,126)
Current tax liabilities 21 — (3,159)
Provisions 23 (161) —

(10,884) (10,479)

Non-current liabilities
Financial liabilities — borrowings 22 (79,396) (74,155)
Trade and other payables — falling due after more than one year 22 (8,827) (5,891)
Deferred tax liabilities 24 (1,292) (1,326)
Provisions 23 (162) —
Retirement benefit liabilities 32 — (207)

(89,677) (81,579)

Total liabilities (100,561) (92,058)

Net assets 110,532 107,852

Equity
Called up share capital 25 23,806 23,806
Reserves 26 86,726 84,046

Total equity 110,532 107,852

The financial statements were approved by the Board of Directors on 4 June 2008 and were signed on its behalf by:

C.V. GEOGHEGAN
CHAIRMAN

H.F. KIMBERLEY
FINANCE DIRECTOR
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CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEARS ENDED 31 MARCH

Group Group Company Company
2008 2007 2008 2007

£’000 £’000 £’000 £’000

Cash flows from operating activities
Cash generated from operations 20,633 18,684 (1,300) (14,977)
Interest received 1,603 604 10,410 8,455
Interest paid (6,582) (5,506) (5,856) (5,448)
Tax paid (2,749) (1,571) (2,749) —

Net cash from operating activities 12,905 12,211 505 (11,970)

Cash flows from investing activities
Acquisitions — net of cash acquired (note 33) (985) (11,493) (493) (1,951)
Disposals — net of cash disposed (note 11) 2,776 30 899 —
Dividends received — — 1,000 1,700
Purchase of property, plant and equipment (4,020) (6,410) (21) (20)
Purchase of intangible assets (1,170) (2,045) (1,017) (1,655)
Proceeds on sale of property, plant and equipment 722 70 622 —
Proceeds on sale of intangible assets — — 204 —
Development costs (594) (6,883) — —

Net cash used in investing activities (3,271) (26,731) 1,194 (1,926)

Cash flows from financing activities
Net proceeds from issue of ordinary share capital — 11,347 — 11,347
New borrowings 5,000 10,500 5,000 10,500
Dividends paid (1,333) — (1,333) —
Finance lease principal payments (1,522) (1,449) — —
Finance lease interest payments (175) (191) — —
Repayments of loans (58) (1,914) — —

Net cash flow used in financing activities 1,912 18,293 3,667 21,847

Currency variations on cash and cash equivalents (13) (308) — —

Increase in cash and cash equivalents 11,533 3,465 5,366 7,951

Cash and cash equivalents at the beginning of the period 10,241 6,776 7,955 4

Cash and cash equivalents at the end of the period 21,774 10,241 13,321 7,955

RECONCILIATION OF MOVEMENT IN CASH AND CASH EQUIVALENTS 
TO MOVEMENT IN NET DEBT
FOR THE YEARS ENDED 31 MARCH

Group Group Company Company
2008 2007 2008 2007

£’000 £’000 £’000 £’000

Movement in cash and cash equivalents 11,533 3,465 5,366 7,951

Net proceeds of borrowings (4,942) (8,586) (5,000) (10,500)
Indebtedness acquired as part of acquisition — (1,850) — —
Finance lease payments 1,522 1,449 — —
New finance leases (1,654) (425) — —
Other movements in net debt (241) 845 (241) 845

Movement in period 6,218 (5,102) 125 (1,704)
Net debt at beginning of period (66,794) (61,692) (66,200) (64,496)

Net debt at end of period (60,576) (66,794) (66,075) (66,200)

Other movements in net debt relates to movement in the unamortised issuance costs in relation to borrowings within the Group.

Net debt is defined as the Group’s borrowings (net of unamortised issuance costs) and finance leases, less cash and cash equivalents.
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CASH FLOW FROM OPERATING ACTIVITIES
FOR THE YEARS ENDED 31 MARCH

Group Group Company Company
2008 2007 2008 2007

£’000 £’000 £’000 £’000

Continuing operations
Profit before tax 9,183 6,213 3,455 3,892
Add back: financial (income)/expense 8,989 6,219 (708) (1,908)

Operating profit 18,172 12,432 2,747 1,984
Depreciation of property, plant and equipment 4,338 4,129 83 87
Amortisation of intangible assets 2,026 1,469 160 49
Amortisation of government grants (115) (105) — —
Impairment charges 392 2,106 392 —
Results of discontinued operations (394) 46 — —
Loss on sale of property, plant and equipment 41 — 18 —
Loss on disposal of investments — — 429 —
Share-based payments 213 170 220 191
Increase in inventories (2,183) (2,430) — —
(Increase)/decrease in trade and other receivables (2,931) (4,315) 735 255
Increase in intra-group receivables — — (8,127) (17,815)
Increase/(decrease) in trade and other payables 434 5,326 (1,473) 2,867
Increase/(decrease) in intra-group payables — — 2,923 (2,220)
Increase/(decrease) in provisions 370 231 323 —
Contribution to defined benefit pension schemes (505) (485) (505) (485)
Movement in derivative financial instruments 775 110 775 110

Cash generated from operations 20,633 18,684 (1,300) (14,977)

STATEMENT OF RECOGNISED INCOME AND EXPENSE
FOR THE YEARS ENDED 31 MARCH

Group Group Company Company
2008 2007 2008 2007

£’000 £’000 £’000 £’000

Foreign exchange translation differences (805) (10,362) — —
Unrecoverable surplus on retirement benefit scheme (160) — (160) —
Actuarial (losses)/gains on retirement benefit scheme — gross (203) 304 (203) 304
Deferred taxation related thereto 102 (91) 102 (91)

Net (losses)/gains recognised directly in equity (1,066) (10,149) (261) 213
Profit/(loss) for the financial period 5,292 3,985 4,054 (2,855)

Total recognised income/(expense) for the year 4,226 (6,164) 3,793 (2,642)

Attributable to:

—  Equity Shareholders of the Parent Company 4,226 (6,164) 3,793 (2,642)
—  Minority interests — — — —

4,226 (6,164) 3,793 (2,642)
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NOTES TO THE FINANCIAL STATEMENTS

1. Significant accounting policies
Hampson Industries PLC (the ‘Company’) is a company domiciled in the United Kingdom. The consolidated financial statements of the Group for the year ended 31 March
2008 comprise the Company and its subsidiaries.

Basis of preparation
The Group’s financial statements have been prepared and approved by the Directors in accordance with International Financial Reporting Standards as adopted by the
EU (‘Adopted IFRSs’). The Company has elected to prepare its Parent Company financial statements in accordance with IFRS. As permitted by section 230 of the Companies
Act 1985, a separate Income Statement of the Company is not presented.

A summary of the more important Group accounting policies is set out below, together with an explanation of where changes have been made to previous policies on the
adoption of new accounting standards in the year. 

The preparation of financial statements in conformity with generally accepted accounting principles requires the use of estimates and assumptions that affect the
reported amounts of assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period.
Although these estimates are based on management’s best knowledge of the amount, event or actions, actual results ultimately may differ from those estimates.

The Group’s and the Company’s accounting policies set out below have been consistently applied to all the periods presented unless otherwise stated. These consolidated
financial statements have been prepared under the historical cost convention except for derivative financial instruments, pension scheme assets and cash and cash
equivalents which are stated at their fair value. The basis of consolidation is set out in the Group’s accounting policies below.

Changes in accounting policies
Except as described below, the accounting policies and basis of consolidation applied by the Group in these financial statements are the same as those applied by the
Group in its audited consolidated financial statements for the year ended 31 March 2007. Except as described below, the accounting policies applied by the Company in
these financial statements, are the same as those applied by the Company in its audited financial statements for the year ended 31 March 2007.

Amendments to IAS 1 “Presentation of Financial Statements: Capital Disclosures” and IFRS 7 “Financial Instruments: Disclosures” are effective for the Group for the year
ending 31 March 2008. These require the Group to provide disclosure of the significance of financial instruments on its financial position and performance and additional
qualitative and quantitative information about exposure to risks arising from financial instruments. There will be no effect on reported income or net assets.

IFRIC 8 “Scope of IFRS 2”, IFRIC 9 “Re-assessment of embedded derivatives”, IFRIC 10 “Interim financial reporting and impairment” and IFRIC 11 “IFRS 2 — Group and
Treasury Share Transactions” are effective for the Group for the year ending 31 March 2008. There is no effect on reported income or net assets.

Basis of consolidation
The Group’s financial statements consolidate the financial statements of the Company and its subsidiaries. A subsidiary is defined as when control exists when the Group
has direct or indirect power to govern the financial and operating policies of an entity so as to obtain economic benefits from its activities. Subsidiaries are included in the
consolidated financial statements from the date that control transfers to the Group until the date that control ceases. The purchase method is used to account for the
acquisition of subsidiaries.

Intra-group transactions and balances and any unrealised gains and losses arising from intra-group transactions are eliminated on consolidation.

Re-presentation of 2007 comparatives for presentation purposes
Due to the disposal of Lattimer Limited and I.S. Parts International Inc. during the year, their results have been classified as a discontinued operation and the 2007
comparatives amended accordingly.

Presentation of Income Statement
Due to the non-prescriptive nature under IFRS as to the format of the income statement, the format used by the Group is explained below.

Operating profit is the pre-finance profit of the continuing activities and acquisitions of the Group, and in order to achieve consistency and comparability, is analysed to
show separately the results of normal trading performance (‘trading profit’), individually significant or exceptional charges and credits, changes in the fair value of
derivative financial instruments and amortisation of intangible assets on acquisition. Such items arise because of their size or nature and, in 2008, comprise:

Charges relating to the Group’s restructuring and rationalisation programme.

Charges relating to asset impairments which are significant to any reportable segment.

Changes in the fair value of derivative financial instruments.

Charges relating to the amortisation of intangible assets on acquisition.

Exceptional items, re-measurements and amortisation of intangibles
Items that are both material and non-recurring and whose significance is sufficient to warrant separate disclosure and identification within the financial statements are
referred to as exceptional items and disclosed within their relevant consolidated Income Statement category. Events and transactions that may give rise to classification as
exceptional include but are not limited to significant and material announced restructuring and reorganisation programmes, gains or losses arising from the disposal of
businesses not classified as discontinued operations, asset impairment charges and material adjustments to the fair value of acquired assets and or liabilities on a business
combination that arise after the hindsight recognition period. Re-measurements relate to changes in net fair value of derivative financial instruments required under 
IAS 39. Amortisation of intangibles relate to amortisation of intangible assets on acquisition under IFRS 3.
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1. Group accounting policies continued
Discontinued operations
A discontinued operation is a component of the Group’s business that represents a separate major line of business or geographical area of operations that has been
disposed of or is held for sale, or is a subsidiary acquired exclusively with a view to resale. Classification as a discontinued operation occurs upon disposal or when the
operation meets the criteria to be classified as held for sale, if earlier. When an operation is classified as a discontinued operation, the comparative income statement is
represented as if the operation has been discontinued from the start of the comparative period.

Financial instruments
Derivative financial instruments including structured and forward foreign exchange contracts are taken out by the Group to manage its exposure to (i) changes in the fair
value of recognised assets and liabilities, (ii) risk associated with the variability in cash flows in relation to both recognised assets or liabilities or forecast transactions and (iii)
changes in the value of the Group’s net investment in overseas operations. All derivative financial instruments are measured at the balance sheet date at their fair value,
and are valued externally by third parties.

Where derivative financial instruments are not designated as or not determined to be effective hedges any gain or loss on the remeasurement of the fair value of the
instrument at the balance sheet date is taken to the Income Statement.

Interest differentials resulting from the use of derivative financial instruments to hedge the Group’s exposures to interest fluctuations are initially measured at fair value
and then remeasured at each balance sheet date and fair valued through the Income Statement.

Identifiable derivatives embedded in non-derivative host contracts are recognised at their fair value when the nature, characteristics and risks of the derivative are not
closely related to the host contract. Gains and losses arising on the remeasurement of these embedded derivatives at each balance sheet date are taken to the Income
Statement.

Trade receivables and trade payables are initially recognised at fair value and then are stated at amortised cost less any impairments.

Interest bearing bank loans and overdrafts and other loans are recognised initially at fair value less attributable transaction costs. All borrowings are subsequently stated at
amortised cost with the difference between initial net proceeds and expected cash flows recognised in the income statement over the period to redemption.

Interest paid is expensed to the Income Statement on an effective interest basis.

Cash and cash equivalents comprise cash on hand and demand deposits and overdrafts together with highly liquid investments of less than three months maturity. Unless
an enforceable right of set-off exists, the components of cash and cash equivalents are reflected on a gross basis in the balance sheet.

Other financial assets and liabilities are measured at fair value on initial recognition. The carrying value of other financial assets and liabilities, including short-term liabilities
and payables are stated at amortised cost less any impairment provision. Foreign exchange gains and losses arising from a monetary item receivable from or payable to a
foreign operation, the settlement of which is neither planned nor likely in the foreseeable future, are considered to form part of a net investment in a foreign operation
and are recognised directly in equity in the exchange reserve.

Financial guarantee contracts
Where the Company enters into financial guarantee contracts to guarantee the indebtedness of subsidiary companies, the Company considers these to be insurance
arrangements and accounts for them as such. In this respect, the Company treats the guarantee contract as a contingent liability until such time as it becomes probable
that the Company will be required to make a payment under the guarantee.

Foreign currencies
The results and cash flows of overseas subsidiaries are translated into sterling at average exchange rates. Transactions of subsidiaries are translated in functional currencies
at exchange rates approximating to the rate ruling on the date of the transaction except in the case of material transactions where actual spot rate may be used if it more
accurately reflects the underlying substance of the transaction. Where practicable, transactions involving foreign currencies are protected by forward contracts. Assets
and liabilities in foreign currencies are translated at the exchange rates ruling at the balance sheet date. Gains and losses arising from the effective portion of the hedges
are recognised in equity and ineffective portions are recognised immediately in the Income Statement.

Sales and revenue recognition
Sales and revenue from subsidiaries in continuing operations shown in the Income Statement exclude value added taxes and generally represent the invoiced value of
goods and services charged to customers net of returns, early cash settlement discounts and rebates. Invoices are raised and revenue recognised when goods are
despatched or when the risks and rewards of ownership otherwise irrevocably passes to the customer and the collectability of the revenue is reasonably assured.

Property, plant and equipment
Cost
Property, plant and equipment are valued at cost less accumulated depreciation and impairment charges. Cost comprises the purchase price plus costs directly incurred
in bringing the asset into use but excludes interest.

Where freehold properties were carried at a valuation at 1 April 2004, on transition to IFRS, these values have been retained as deemed cost, under the provisions of IFRS 1.

Where assets are in the course of construction at the balance sheet date they are classified as capital work in progress. Transfers are made to other asset categories when
they are available for use.
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1. Significant accounting policies continued
Depreciation
Depreciation is not provided on freehold land or assets in the course of construction. In the case of all other categories of asset, depreciation is provided on a straight line
basis over the course of the financial year. The periods of write-off used are as follows:

Freehold property — up to 50 years

General plant, equipment and vehicles — up to 35 years

Specific plant and IT equipment — up to 10 years

Motor vehicles — up to 4 years

Depreciation is applied to specific classes of asset so as to reduce them to their residual values over their estimated useful lives, which are reviewed annually.

For certain programmes, depreciation is applied to reduce the assets to their residual values over a defined production schedule, based on the number of sets delivered.

Leasehold properties are amortised by equal annual instalments over the period of the lease or 50 years, whichever is the shorter.

Leased assets
Where property, plant and equipment are financed by leasing arrangements which give risks and rewards approximating to ownership, the assets are treated as if they
had been purchased and the capital element of the leasing commitment is shown as obligations under finance leases. The rentals payable are apportioned between
interest, which is charged to the Income Statement, and capital which reduces the outstanding obligation so as to produce a constant periodic rate of interest on the
remaining balance of the liability. Assets held under finance leases are initially measured at the lower of fair value at the date of acquisition or present value of the
minimum lease payments. Operating lease rentals are charged to the Income Statement as incurred over the lease term.

Intangible assets
All intangible assets, excluding goodwill arising on a business combination, are stated at cost less accumulated amortisation and impairment losses.

Development costs
Minor development expenditure is written off as incurred. Expenditure on the development of certain major new programmes, where the outcome of these programmes
and recoverability of costs is assessed as being reasonably certain, they are capable of production and their duration is expected to be substantial, is capitalised and
amortised over its useful economic life. This is the shorter of the life of the relevant contract or 10 years, with amortisation commencing in the year sales of the product are
first made. For certain programmes, amortisation is applied to reduce the assets to their residual values over a defined production schedule, based on the unit of
production method.

Computer software costs
Where computer software is not integral to an item of property, plant or equipment its costs are capitalised and categorised as intangible assets. Amortisation is provided
on a straight line basis over its economic useful life which is in the range of up to 4 years.

For significant Enterprise Resource Planning (ERP) systems, software costs are capitalised and categorised as intangible assets. Amortisation is provided on a straight-line
basis over its economic life, being 7 years.

Business combinations
The results of subsidiaries acquired or sold during the year are included in the consolidated Income Statement from the date of acquisition or to the date of disposal. All
business combinations are accounted for by the purchase method. Profits and losses on the realisation of currency net investments include the accumulated net
exchange differences that have arisen on the retranslation of the currency net investments since 1 April 2004 up to the date of realisation.

Acquired intangible assets — business combinations
Intangible assets that are acquired as a result of a business combination including but not limited to customer contracts, order backlog, intellectual property rights,
patents and know-how and that can be separately identified and measured at fair value on a reliable basis, are separately recognised on acquisition at their fair value.
Amortisation is charged on a straight-line basis to the Income Statement over their expected useful lives, typically 1 to 2 years for order backlog dependant on the profile
of the backlog, and up to 20 years in respect of customer relationships.

Goodwill — business combinations
Goodwill in respect of acquisitions prior to 1 April 2004 is included on the basis of its deemed cost, which represents the amounts recorded under previous GAAP.

Goodwill arising on consolidation consists of the excess of the fair value of the consideration over the fair value of the identifiable intangible and tangible assets net of the
fair value of the liabilities including contingencies of businesses acquired at the date of acquisition. Goodwill in respect of business combinations of subsidiaries is
recognised as an intangible asset. 

Where negative goodwill arises, following reassessment of fair values, it is credited to the Income Statement in the period in which the acquisition is made.

Goodwill is carried at cost less any recognised impairment losses that arise from annual assessment of its carrying value. To the extent that the carrying value exceeds the
recoverable amount (being the higher of its fair value costs to sell and the value in use, determined from estimated discounted future net cash flows), goodwill is written
down to the recoverable amount and an impairment charge is recognised in the Income Statement. Goodwill is allocated to cash generating units for the purposes for
impairment testing.
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1. Significant accounting policies continued
Impairment
Assets that have an indefinite useful life are not subject to amortisation and are tested for impairment at each balance sheet date. Assets subject to depreciation and
amortisation are reviewed for impairment whenever events or circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognised
in the income statement based on the amount by which the carrying amount exceeds the recoverable amount. The recoverable amount is higher of fair value less costs to
sell and value in use. In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current
market assessments of time value of money and the risks specific to the asset.

Fixed asset investments
In the Company’s financial statements, investments in subsidiary undertakings are stated at cost, less provision for any impairment.

Inventories
Inventories, including work in progress have been valued on a FIFO basis at the lower of cost and net realisable value, subject to appropriate provisioning for obsolete and
slow-moving items. Cost includes materials, direct labour and, where applicable, attributable overheads.

Net realisable value is based on estimated selling price less all further costs to completion and all relevant marketing, selling and distribution costs.

Work in progress is valued at selling price less the costs to complete, the cost of disposal and a reasonable profit allowance for the work still to be carried out.

Long-term contract balances represent costs incurred on specific contracts extending over more than one year, net of amounts transferred to cost of sales in respect of
work recorded as revenue, less foreseeable losses and payments on account not matched with revenue.

Taxation
Income tax expense comprises current and deferred tax. Income tax expense is recognised in profit or loss except to the extent that it relates to items recognised directly in
equity, in which case it is recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at the reporting date, and any adjustment to
tax payable in respect of previous years.

Deferred tax is recognised using the balance sheet method, providing for temporary differences between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for taxation purposes. Deferred tax is not recognised for the following temporary differences: the initial recognition of goodwill,
the initial recognition of assets or liabilities in a transaction that is not a business combination and that affects neither accounting nor taxable profit, and differences
relating to investments in subsidiaries and jointly controlled entities to the extent that they will probably not reverse in the foreseeable future. Deferred tax is measured at
the tax rates that are expected to be applied to the temporary differences when they reverse, based on the laws that have been enacted or substantively enacted by the
reporting date.

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be available against which temporary differences can be utilised. Deferred
tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related tax benefit will be realised.

Additional income taxes that arise from the distribution of dividends are recognised at the same time as the liability to pay the related dividend is recognised.

Provisions
Provisions are recognised in the balance sheet when the Group has a present legal or constructive obligation as a result of past event, and where it is probable that an
outflow will be required to settle the obligation.

Pensions and post-retirement benefits
The defined benefit scheme of the Group is closed to further accrual of benefit and the amounts charged or credited to operating profit are the gains and losses on
settlements and curtailments. It is included as part of staff costs. Past service costs are recognised immediately in operating profit in the Income Statement if the benefits
have vested. If the benefits have not vested immediately, the costs are recognised over the period until vesting occurs. The interest cost and the expected return on assets
are shown within finance costs or finance income in the Income Statement. Actuarial gains and losses are recognised immediately in the Statement of Recognised Income
and Expense. Where defined benefit schemes are funded, the assets of the scheme are held separately from those of the Group, in separate trustee administered funds.
Pension scheme assets are measured at fair value and liabilities are measured on an actuarial basis using the projected unit method and discounted at a rate equivalent to
the current rate of return on a high quality corporate bond of equivalent currency and term to the scheme liabilities. The actuarial valuations are obtained at least
triennially and are updated at each balance sheet date. The resulting defined benefit asset or liability is presented separately on the face of the balance sheet.

In periods when the defined benefit schemes of the Group are in surplus, the Directors consider whether that surplus is available to the Group and should therefore be
recognised.
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1. Significant accounting policies continued
Segment reporting
A business segment is a group of businesses engaged in providing products and services that are subject to similar risks and returns and whose risks and returns differ
from other business segments. A geographical segment is a group of businesses which operate in economic environments that are subject to similar risks and returns and
whose risks and returns differ from other geographical segments.

Share-based payments
Share-based incentive arrangements are provided to certain employees under the Group’s Executive Share Option Scheme and long-term incentive plan. Share options
granted to employees and share-based arrangements are valued at the date of grant or award using an appropriate option pricing model and are charged to operating
profit over the performance or vesting period of the scheme. The annual charge is modified to take account of shares forfeited by employees who leave during the
performance or vesting period and, in the case of non-market related performance conditions, where it becomes unlikely the option will vest.

Government grants
Grants receivable from governments or similar bodies are credited to deferred income in the balance sheet in the period in which the conditions relating to the grant are
met. Where they relate to specific assets they are amortised on a straight line basis over the same period as the asset is depreciated. Where they relate to revenue
expenditure and/or non-asset criteria they are taken to the Income Statement to match the period in which the expenditure is incurred and criteria met.

Dividends
The annual final dividend is not provided for until approved at the Annual General Meeting whilst the interim dividends are charged in the period they are paid.

Critical accounting estimates and judgements
In the process of applying the Group’s accounting policies, management has made a number of judgements. The process of preparing the Group’s financial statements
inevitably requires the Group to make estimates and assumptions concerning the future and the resulting accounting estimates will, by definition, seldom equal the
related actual results. The estimates and judgements that have the most significant effect on the amounts included in these consolidated financial statements are as
follows:

Goodwill
Each year the Group reviews the carrying values of its goodwill balances by carrying out impairment tests. These tests require estimates to be made of the value in use of its
cash generating units (CGUs) which are dependent on estimates of the future cash flows and long-term growth rates of the CGUs. Further details on these estimates are set
out in note 14.

Fair value of intangible assets acquired in a business combination
On the acquisition of a business it is necessary to attribute fair values to any intangible assets acquired (provided they meet the criteria to be recognised). The fair values of
these intangible assets are dependent on estimates of attributable future revenues, profitability and cash flows. 

Development costs and deferred costs 
The Group capitalises development costs and deferred costs provided they meet certain criteria as set out in the respective accounting policy. Costs are only capitalised
where management are satisfied as to the ultimate commercial viability of the projects concerned based on available information. 

Projects typically involve long-term relationships and in assessing their commercial viability, estimates need to be made of future revenues which are dependent on a
number of factors including the size, utilisation and life of the aircraft fleet to which the capitalised costs relate. 

Income taxes
In determining the Group provisions for income tax and deferred tax it is necessary to consider transactions in a small number of key tax jurisdictions for which the ultimate
tax determination is uncertain. To the extent that the final outcome differs from the tax that has been provided, adjustments will be made to income tax and deferred tax
provisions held in the period the determination is made. Further details on these estimates are set out in notes 10 and 24.

Pensions
The asset or liability recognised in respect of retirement benefit obligations is dependent on a number of estimates including those relating to mortality, inflation, salary
increases, uncertainty in asset returns and the rate at which liabilities are discounted. Any change in these assumptions would impact the retirement benefit obligation
recognised. Further details on these estimates are set out in note 32.
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1. Significant accounting policies continued
Accounting standards not yet effective
Certain new standards, amendments and interpretations to existing standards, that are expected to have an impact on the Group, have been published and are
mandatory for the Group’s accounting periods beginning on or after 1 April 2008 or later periods, but which the Group has not early adopted. The standards and
interpretations are as follows:

International Financial Reporting Standards (IFRS/IAS) Effective from accounting periods commencing:

IFRS 2 Amendments to IFRS 2 — Share-based payments — Vesting conditions and cancellations 1 April 2009
IFRS 8 Operating Segments 1 April 2009
IAS 1 & IAS 32 Amendments to IAS 32 and IAS 1 — Puttable financial instruments and obligations arising on liquidation 1 April 2009
IAS 27 Amendments to IAS 27 — Consolidated and Separate Financial Statements 1 April 2010

Upon adoption of IFRS 8, the Group will be required to identify its operating segments on the basis of internal reports about segments of the Group that are regularly
reviewed by key decision makers to allocate resources and assess their performance. There will be no effect on reported income or net assets of the Group. Management
are currently assessing the impact of this disclosure on the current segments identified as part of the segmental analysis disclosure.

The Group does not anticipate that the adoption of the remaining standards identified above will have a material effect on its financial statements on initial adoption.

2. Exchange rates
The principal exchange rates used were as follows:

2008 2007

Sterling to US Dollar (GBP 1 = USD):
Average for period 2.01 1.89
Period end 2.00 1.97

Sterling to Indian Rupee (GBP 1 = INR):
Average for period 80.87 86.07
Period end 79.69 85.80

Assets and liabilities of overseas undertakings are translated at the rate of exchange ruling at the balance sheet date and the income statement is translated at the average
rate of exchange.
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3. Segmental analysis
By primary segment — business group

Aerospace Aerospace
Components Composites and Automotive Corporate and 

and Structures Transparencies Turbocharger Industrial Unallocated Total
For the year ended 31 March 2008 £’000 £’000 £’000 £’000 £’000 £’000

Continuing operations:
Segment revenue 89,058 45,982 22,906 — — 157,946

Segment trading profit/(loss) 12,658 9,978 1,225 — (1,495) 22,366

Restructuring and rationalisation charges (2,002) — (237) — (70) (2,309)
Impairment charges — — — — (392) (392)
Changes in fair value of derivative financial instruments — — — — (775) (775)
Amortisation of intangible assets on acquisition (163) (555) — — — (718)

Segment operating profit/(loss) 10,493 9,423 988 — (2,732) 18,172
Net financing costs — — — — (8,989) (8,989)

Profit/(loss) before taxation 10,493 9,423 988 — (11,721) 9,183
Taxation — — — — (2,349) (2,349)

Profit/(loss) for the year after taxation 10,493 9,423 988 — (14,070) 6,834

Discontinued operations:

Post-tax results from discontinued operations — — — (1,194) (348) (1,542)

Profit attributable to minority interests — — — — — —

Net profit/(loss) attributable to equity Shareholders 10,493 9,423 988 (1,194) (14,418) 5,292

Other information:
Segment assets 79,904 84,215 18,308 — 26,337 208,764
Unallocated assets:
— Current taxation assets — — — — 2,249 2,249
— Deferred taxation assets — — — — — —

Total assets 79,904 84,215 18,308 — 28,586 211,013

Segment liabilities (68,007) (14,209) (19,236) — (23,496) (124,948)
Unallocated liabilities:
— Current taxation liabilities — — — — — —
— Deferred taxation liabilities — — — — (5,086) (5,086)

Total liabilities (68,007) (14,209) (19,236) — (28,582) (130,034)

Other segment items
Capital expenditure on intangible assets 258 1,050 191 — 1,017 2,516

Capital expenditure on property, plant and equipment 1,779 2,804 1,070 — 21 5,674

Depreciation 1,951 943 1,361 — 83 4,338

Amortisation 916 699 251 — 160 2,026
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3. Segmental analysis continued
By primary segment — business group

Aerospace Aerospace
Components Composites and Automotive Corporate and 

and Structures Transparencies Turbocharger Industrial Unallocated Total
For the year ended 31 March 2007 (note 1) £’000 £’000 £’000 £’000 £’000 £’000

Continuing operations:
Segment revenue 80,279 36,573 21,168 — — 138,020

Segment trading profit/(loss) 11,002 6,659 1,457 — (2,718) 16,400

Restructuring and rationalisation charges (737) (47) (233) — (56) (1,073)
Impairment charges (2,106) — — — — (2,106)
Changes in fair value of derivative financial instruments — — — — (110) (110)
Amortisation of intangible assets on acquisition (185) (494) — — — (679)

Segment operating profit/(loss) 7,974 6,118 1,224 — (2,884) 12,432
Net financing costs — — — — (6,219) (6,219)

Profit/(loss) before taxation 7,974 6,118 1,224 — (9,103) 6,213
Taxation — — — — (2,689) (2,689)

Profit/(loss) for the year after taxation 7,974 6,118 1,224 — (11,792) 3,524

Discontinued operations:
Post-tax results from discontinued operations (18) — — 504 (25) 461

Profit attributable to minority interests — — — — — —

Net profit/(loss) attributable to equity Shareholders 7,956 6,118 1,224 504 (11,817) 3,985

Other information:
Segment assets 76,583 79,903 19,237 6,464 16,191 198,378
Unallocated assets:
— Current taxation assets — — — — 563 563
— Deferred taxation assets — — — — 4,877 4,877

Total assets 76,583 79,903 19,237 6,464 21,631 203,818

Segment liabilities (59,080) (9,699) (20,074) (4,079) (24,205) (117,137)
Unallocated liabilities:
— Current taxation liabilities — — — — — —
— Deferred taxation liabilities — — — — (8,812) (8,812)

Total liabilities (59,080) (9,699) (20,074) (4,079) (33,017) (125,949)

Other segment items
Capital expenditure on intangible assets 5,405 817 1,009 42 1,655 8,928

Capital expenditure on property, plant and equipment 1,513 1,222 3,933 147 20 6,835

Depreciation 1,934 692 1,057 359 87 4,129

Amortisation 774 518 66 62 49 1,469
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3. Segmental analysis continued
By secondary segment — geographical region

2008 2008 2008 2007 (note 1) 2007 2007
Segment Capital Segment Capital

Revenue assets expenditure Revenue assets expenditure
£’000 £’000 £’000 £’000 £’000 £’000

Continuing operations:
UK 71,836 68,240 2,836 66,239 71,228 10,018
Europe 14,409 — — 15,366 — —
North America 64,949 107,046 4,223 52,300 107,123 2,813
Rest of World 6,752 2,579 93 4,115 3,836 1,257
Corporate and unallocated — 33,148 1,038 — 21,631 1,675

157,946 211,013 8,190 138,020 203,818 15,763

Intra group sales are priced on an ‘arm’s length’ basis and are not significant between either regions or segments. Corporate and unallocated costs represent corporate
costs. Segmental assets comprise all non-current and current assets (as per the balance sheet presentation on page 44) but exclude current and deferred tax assets.
Segment liabilities include all non-current and current liabilities but exclude current and deferred tax liabilities. Balances relating to taxation are not allocated to specific
segments as these resources are managed centrally and no segments have sufficient autonomy to manage these resources. Segment capital expenditure on intangible
assets comprises additions to intangible assets, but excludes assets on acquisition of subsidiary undertakings and intangible assets resulting from acquisitions through
business combinations. Segment capital expenditure on property, plant and equipment comprises additions to tangible assets, but excludes assets on acquisition of
subsidiary undertakings. Depreciation represents the charge for the year. Amortisation represents the charge for the year.

For further details on discontinued operations, see note 11.

4. Operating profit
Reconciliation of revenue to total operating profit:

2008 2007 (note 1)
£’000 £’000

Revenue 157,946 138,020
Cost of sales (112,842) (100,516)

Gross profit 45,104 37,504
Other income 595 402
Distribution costs (2,589) (2,856)
Administrative expenses (24,938) (22,618)

Operating profit 18,172 12,432

All revenue in both the current and prior year relates to the sale of goods.

Operating profit is stated after charging/(crediting):
2008 2007 (note 1)

£’000 £’000

Employee costs (note 8) 58,689 53,613
Cost of inventories expensed 51,105 56,442
Depreciation:
— Owned assets 3,581 3,424
— Assets held under finance leases and hire purchase agreements 757 705
Loss on disposal of fixed assets 41 —
Amortisation of intangibles (excluding amortisation of intangible assets on acquisition) 1,308 790
Amortisation of government grants (115) (105)
Net exchange differences on foreign currency transactions (754) (330)
Amounts receivable by the Auditors and their associates in respect of:
— Audit of these financial statements (inclusive of expenses) 108 108
— The audit of associates of the Company pursuant to legislation (including that of countries and territories outside of Great Britain) 75 75
— Services relating to litigation (note 5) 157 —
— Services relating to taxation 69 40
— Services relating to information technology 24 —
— All other services 10 —
Other significant and exceptional costs (note 5) 4,037 3,968
Operating lease rentals and short term hire:
— Plant, machinery and vehicles 1,094 589
— Others 2,229 1,621
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4. Operating profit continued
During the year, the Group’s Auditors were paid £157,000 (2007: £nil) in respect of work performed in relation to a subsidiary of the Group pursuing a commercial claim
against a third party for wasted costs arising as a result of alleged repudiatory breach of contract.  These costs have been included within exceptional items.

During the year, the Group’s Auditors were paid £135,000 (2007: £nil) in respect of taxation advice in relation to the acquisition of Odyssey Industries Inc. and Global
Tooling Systems Inc. and US Group restructuring. These costs have been included within other debtors and will be capitalised as part of the cost of investment of these
acquisitions upon completion.

5. Exceptional items, re-measurements and amortisation of intangibles
Restructuring and rationalisation charges
These exceptional items reflect the Group’s restructuring and rationalisation costs primarily relating to employment termination and legal costs — £2.3m (2007: £1.1m).

Impairment charges
During the year, the Group undertook a review of the utilisation and carrying values of certain assets. As a result of this, £0.4m (2007: £2.1m) of impairment charges were
incurred, as follows:

2008 2007 
£’000 £’000

Impairment of intangible assets — 2,106
Impairment of receivables through customer third party insolvency 392 —

Total impairment charges 392 2,106

The impairment of receivables relates to an external sub-tenant at a property leased by the Group that went into liquidation during the year. The impairment in the
carrying value of intangible assets in the year ended 31 March 2007 was in respect of a terminated contract involving one of the Group’s subsidiaries.

Changes in net fair value of derivative financial instruments
IAS 39 requires derivative financial instruments to be valued at the balance sheet date and any difference between that value and the intrinsic value of the instrument to be
reflected in the balance sheet as an asset or liability. Any subsequent change in value is reflected in the Income Statement unless hedge accounting is achieved. Such
movements do not affect cash flow or the economic substance of the underlying transaction, and thus to aid in year-on-year comparability, the change in value has been
identified separately. As a result, the changes in net fair value of derivative financial instruments were:

2008 2007
£’000 £’000

Charges included within operating profit relating to non interest instruments 775 110
Charges included within net financing costs relating to interest instruments 3,670 1,164

4,445 1,274

For further details of changes in fair value of derivative financial instruments, see note 31.

Amortisation of intangible assets on acquisition
As required under IFRS 3 ‘Business Combinations’ and IAS 38 ‘Intangible Assets’, intangible assets identified on acquisition have been amortised during the year — £0.7m
(2007: £0.7m). For further details of intangible assets, see note 14, and for details of intangible assets identified as part of acquisitions, see note 33.

Exceptional items are included within cost of sales £2.5m (2007: £3.7m) and administrative expenses £1.7m (2007: £0.3m).

The net cash outflow from exceptional items charged during the year amounted to £2.3m (2007: £1.1m). 
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6. Net financing costs
2008 2007 (note 1)

£’000 £’000

Financial income:
Bank interest 1,603 578
Expected return on pension scheme assets 357 357

1,960 935
Financial expense:
Short term bank loans and overdrafts (987) (469)
Long term bank loans (5,835) (5,000)
Finance lease and hire purchase (175) (191)
Interest charge on pension scheme liabilities (282) (330)

(7,279) (5,990)
Changes in net fair values of financial instruments — interest instruments:
Interest rate swaps (3,670) (1,164)

(3,670) (1,164)

Total net financing costs (8,989) (6,219)

7. Directors’ emoluments
2008 2007

£’000 £’000

Aggregate emoluments 1,104 926

Company pension contributions to money purchase schemes 132 115

Retirement benefits are accruing under money purchase schemes for two Directors (2007: two Directors) and no Director had retirement benefits under defined benefit
schemes (2007: none).

The highest paid Director was Mr K.S. Ward (2007: Mr K.S. Ward). Details of the Director’s remuneration are given on pages 36 to 39. 

8. Employees
2008 2007

£’000 £’000

Staff costs, including Directors, during the year amounted to:
Wages and salaries 52,738 47,586
Social security costs 4,148 3,931
Other pension costs 1,590 1,926
Equity settled share-based payments 213 170

58,689 53,613

Staff costs amounting to £621,000 (2007: £525,000) in relation to restructuring and rationalisation have been dealt with as exceptional costs (note 5), and are included in the
table above.

2008 2007
Number Number

Average monthly number of employees by segment:
Aerospace Components and Structures 999 945
Aerospace Composites and Transparencies 482 360
Automotive Turbocharger 330 299
Industrial — 82
Corporate 19 15

1,830 1,701
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8. Employees continued
On 1 April 2007, an Executive Committee of the Board of Directors of Hampson Industries PLC was established, which includes, in addition to the Executive Directors, a
number of other senior managers with operational or functional responsibility within the Group. As a result, the Group extended its definition of key management
personnel under IAS 24 “Related Party Disclosures” to include those on the Executive Committee.

The aggregated compensation of key management was:
2008 2007

£’000 £’000

Salaries and short-term employee benefits 2,106 897
Share-based benefits 174 155

2,280 1,052

Salaries and short-term employee benefits comprise annual salary, benefits in kind, employer pension contributions and amounts accrued in respect of short-term
variable remuneration schemes.  No members of key management were part of the post retirement defined benefit pension or healthcare schemes. Share-based benefits
represents the charge attributable to key management in relation to share-based remuneration arrangements.

Further detail on the Directors and their remuneration is disclosed within the Directors’ remuneration report on page 36.

9. Share-based payments
The Group grants options over shares to employees under two schemes. Where grants were made after 7 November 2002 they have been accounted for as required by 
IFRS 2 ‘Share-based payments’. As permitted by the transitional arrangements of that standard, awards made before that date have not been so accounted.  

Full details of each option scheme can be found in the Remuneration Report on pages 36 to 39.

The terms and conditions of option schemes within the scope of IFRS 2 are as follows, whereby all options are settled by physical delivery of shares:

Number Contractual Life 
Grant Date of instruments Vesting Conditions of options

ESOS 31 March 2005 450,000 Three years of service and increase in EPS* of RPI 10 years
plus a minimum of 8% over a fixed three year period

ESOS 30 August 2005 140,000 Three years of service and increase in EPS* of RPI 10 years
plus a minimum of 8% over a fixed three year period

LTIP 30 August 2005 700,000 Continued employment, then 50% available if average 10 years 
share price in ten days following 31/3/08 results announcement
is at least 170p (pro rata up to 100% up to 210p).

LTIP 31 July 2006 330,000 Continued employment, then 33% available if EPS* for year 10 years
ended 31/3/09 is at least 12.35p, increasing pro rata up to 100% for 
EPS up to 18.23p

ESOS 12 September 2006 567,000 Three years of service and increase in EPS* of RPI 10 years
plus a minimum of 8% over a  fixed three year period

* Defined as EPS before tax, exceptional items, remeasurements and amortisation of intangible assets.

In addition to the above, share option awards have been granted, which have a grant date before 7 November 2002. The total number of such option awards outstanding
at 31 March 2008 amounted to 242,000 (2007: 252,000) with a remaining contract life of between 0.3 and 3.2 years.

The number and weighted average exercise prices of all of the Group’s share options is as follows:

2008 2008 2007 2007
Weighted Weighted

Number average Number average
(’000) exercise price (’000) exercise price

Outstanding at 1 April 2,092 80p 1,717 78p
Granted — 0p 912 88p
Forfeited (220) 140p (537) 88p
Outstanding at 31 March 1,872 73p 2,092 80p
Exercisable at 31 March — 0p — 0p
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9. Share-based payments continued
Options outstanding at 31 March 2008 under the ESOS scheme have an exercise price in a range of 127.5 pence to 345 pence and a weighted average contractual life of 
6.2 years.

Equity based awards at 31 March 2008 under the LTIP scheme do not have an exercise price and have a weighted average contractual life of 7.1 years.

The fair value of services received in return for share options granted are measured by reference to the fair value of share options granted. The estimate of the fair value of
services received is measured based on a Black–Scholes model in respect of the ESOS and July 2006 LTIP, assumptions used within the calculations are detailed below:

Grant Date 12/9/06 31/7/06 30/8/2005 31/3/2005
Scheme ESOS LTIP ESOS ESOS

Share price at grant date 138.5p 150.83p 127.5p 127.5p
Exercise price 138.5p 150.83p 127.5p 127.5p
Number of employees 29 2 2 29
Vesting period 3 years 3 years 3 years 3 years
Expected volatility 40% 40% 40% 40%
Option life 10 years 10 years 10 years 10 years
Expected life 3.5 years 3.5 years 3.5 years 3.5 years
Risk-free rate 4.25% 4.25% 4.5% 4.5%
Expected dividends expressed as a dividend yield 1.00% 1.00% 0.00% 0.00%
Fair value per option 44.511p 48.470p 44.498p 44.498p

The expected volatility is based on historical volatility over a period commensurate with the term of the awards. The expected life is the average expected period to
exercise.  The risk-free rate of return is the rate attainable from government securities over a term consistent with the assumed option life.  

The possibility of ceasing employment before vesting has been assumed to be 20% for the August 2005 ESOS and the July 2006 LTIP, and 50% for the September 2006 ESOS.
The March 2005 ESOS has been trued up to represent the remaining employees within the business, giving a forfeiture rate of 61.11%. The expectation of meeting the
performance criteria has been estimated at 80% for the August 2005 and September 2006 ESOS, 60% for the March 2005 ESOS and 50% for the July 2006 LTIP.

In respect of the August 2005 LTIP, when the share price stood at 120 pence, the probability of vesting has been assumed to be 25%.

Movements in the number of shares under option under the Company’s Executive Share Option Scheme during the year ended 31 March 2008 were as follows:

Number of shares

As at 1 April 2007 1,062,000
Options granted —
Options lapsed (220,000)

As at 31 March 2008 842,000

The options comprise:

Grant Date Number of shares Exercise price Exercisable between

ESOS
25 July 1998 36,000 345.0p 25 July 2001 and 24 July 2008
7 January 1999 16,000 276.5p 7 January 2002 and 6 January 2009
19 January 2000 10,000 252.5p 19 January 2003 and 18 January 2010
20 July 2000 20,000 228.0p 20 July 2003 and 19 July 2010
24 August 2000 100,000 220.0p 24 August 2003 and 23 August 2010
18 June 2001 60,000 170.0p 18 June 2004 and 17 June 2011
31 March 2005 175,000 127.5p 31 March 2008 and 30 March 2015
30 August 2005 140,000 127.5p 30 August 2008 and 29 August 2015
12 September 2006 285,000 138.5p 12 September 2009 and 11 August 2016

842,000

Options granted under the Company’s Executive Share Options Scheme prior to 27 March 2002 are exercisable only if the growth in earnings per share of the Group based
on profits before tax before exceptional items, remeasurements and amortisation of intangible assets on acquisition, over a rolling three year period is not less than the
increase in the Retail Price Index plus 6% over the same period.

Options granted under the Company’s Executive Share Option Scheme on or after 27 March 2002 are exercisable only if the growth in earnings per share of the Group, as
defined above, over a fixed three year period is not less than the increase in the Retail Price Index plus 8% over the same period.

The total charge for the year relating to employee share based payment plans was £213,000 (2007: £170,000), all of which related to equity-settled share-based payment
transactions.  
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10. Taxation
2008 2007 (note 1)

Analysis of charge in period £’000 £’000

Current tax
— Current year 2,521 1,415
— Adjustments in respect of prior years (1,092) 105

1,429 1,520

Deferred tax
— Current year 1,117 1,537
— Adjustment in respect of prior years (197) (368)

920 1,169

Total tax charge 2,349 2,689

2008 2007
£’000 £’000

Overseas tax included above 1,560 930

2008 2007
Tax on items charged to equity £’000 £’000

Deferred tax on retirement benefit liabilities (102) 91

The standard rate of tax for the year, based on the United Kingdom standard rate of corporation tax, is 30%. The actual tax charge for the year ended 31 March 2008 was
lower (2007: higher) than the standard rate. The principal reconciling items are illustrated below:

2008 2007
£’000 £’000

Profit on ordinary activities before tax 9,183 6,213
Tax on ordinary activities at standard rate 2,755 1,864

Factors affecting the charge for the year:
— Permanent differences 633 179
— Effect of changes in tax rates (178) —
— Differences in overseas tax rates 428 670
— Adjustments to tax charge in respect of prior period (1,289) (24)

Total tax charge 2,349 2,689

11. Discontinued operations
2008 2007 (note 1)

£’000 £’000

Discharge of liabilities associated with previously discontinued operations (348) (25)
Post-tax results of disposed businesses (28) 519
Post-tax loss on disposal of discontinued operations (1,166) (33)

Post-tax results from discontinued operations (1,542) 461

Discharge of liabilities associated with previously discontinued operations
Costs in order to discharge liabilities in relation to companies previously classified as discontinued operations relate to legal and property costs. During the year an external
sub-tenant of a leasehold property that had been vacated by the Group in 1991, as part of  disposal of a subsidiary, went into liquidation. A provision of £323,000 (2007:
£nil) has been created for the estimated costs up to the first available break clause in the relevant lease in March 2010. For further details, see note 23.
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11. Discontinued operations continued
Disposal of Lattimer Limited and I.S. Parts International Inc.
On 27 June 2007, the Group disposed of its entire 100% shareholding in Lattimer Limited and I.S. Parts International Inc. to Lattimer Holdings Limited. In accordance with
IFRS 5, the results of these businesses have been reclassified as discontinued operations for the comparative periods.  

As part of the disposal of Lattimer Limited, Hampson Industries PLC disposed of the freehold interest in the property in Southport, UK occupied by the business to Lattimer
Limited. The carrying value of the property as at date of disposal was £638,000, and was sold to Lattimer Limited for £620,000, creating a loss on disposal of £18,000.

Within the post-tax loss on disposal of discontinued operations for the year is £136,000 in relation to legal and other professional costs associated with the disposal.

Disposal of Lattimer Limited
The results of the discontinued operations were as follows:

Year to Year to 
31 March 31 March 

2008 2007
Total Total

£’000 £’000

Revenue 670 4,426

Operating loss (103) (198)

Analysed as:
Trading loss (103) (183)
Restructuring and rationalisation charges — (15)

Financial income — 20
Financial expense (2) —

Loss before taxation (105) (178)
Taxation 31 338

(Loss)/profit after taxation (74) 160

The consideration and profit on disposal of Lattimer Limited was as follows:
£’000

Consideration — satisfied by cash 994
Consideration — deferred 200

Consideration — total 1,194

Goodwill 61
Intangible fixed assets 76
Property, plant and equipment 512
Inventories 1,311
Trade and other receivables 1,031
Cash and cash equivalents (2,083)
Trade and other payables (520)

Net assets disposed 388

Profit on disposal of discontinued operations 806

The deferred consideration is payable in 20 instalments commencing in December 2007, and is not contingent on any future performance of the business. This is included
within other debtors in the balance sheet.

The net cash flows in relation to Lattimer Limited were £382,000 outflow from operating activities (2007: outflow £467,000), £23,000 outflow from investing activities (2007:
outflow £106,000) and £2,039,000 outflow from financing activities (2007: outflow £116,000).
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11. Discontinued operations continued
Disposal of I.S. Parts International Inc.
The results of the discontinued operations were as follows:

Year to Year to 
31 March 31 March 

2008 2007
£’000 £’000

Revenue 1,039 3,851

Operating profit 74 254

Analysed as:
Trading profit 74 254

Financial income 1 6
Financial expense (1) —

Profit before taxation 74 260
Taxation (28) 84

Profit after taxation 46 344

The consideration and loss on disposal of I.S. Parts International Inc. was as follows:
£’000

Consideration — satisfied by cash 994
Consideration — deferred 200

Consideration — total 1,194

Goodwill 37
Intangible fixed assets 14
Property, plant and equipment 663
Inventories 1,358
Trade and other receivables 770
Cash and cash equivalents 1,239
Trade and other payables (1,069)

Net assets disposed 3,012

Loss on disposal of discontinued operations (1,818)

The deferred consideration is payable in 20 instalments commencing in December 2007, and is not contingent on any future performance of the business. This is included
within other debtors in the balance sheet.

The net cash flows in relation to I.S. Parts International Inc. were £155,000 inflow from operating activities (2007: outflow £214,000), £21,000 outflow from investing activities
(2007: outflow £81,000) and £1,084,000 inflow from financing activities (2007: inflow £56,000).

Disposal of Bolsan West Inc.
On 30 August 2006, the Group sold its entire 100% shareholding in Bolsan West Inc. to local management.  In accordance with IFRS 5, the results of Bolsan West Inc. have
been reclassified as discontinued operations for the comparative periods.  The results of the discontinued operations were as follows:

Year to Year to 
31 March 31 March 

2008 2007
Total Total

£’000 £’000

Revenue — 191 

Operating profit — 21

Analysed as:
Trading profit — 21

Financial expense — —

Profit before taxation — 21
Taxation — (6)

Profit after taxation — 15
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11. Discontinued operations continued
Disposal of Bolsan West Inc. continued
The consideration and loss on disposal of Bolsan West Inc. was as follows:

£’000

Consideration — satisfied by cash 96

Goodwill 15
Property, plant and equipment 6
Inventories 30
Trade and other receivables 74
Cash and cash equivalents 66
Trade and other payables (62)

Net assets disposed 129

Loss on disposal of discontinued operations (33)

The net cash flows in relation to Bolsan West Inc were £nil from operating activities (2007: inflow £78,000), £nil from investing activities (2007: £1,000 outflow) and £nil from
financing activities (2007: £nil).

12. Dividends
2008 2007

£’000 £’000

Equity dividends paid in the year:
Previous year final: 0.90p (2007: 0.00p) per 25p ordinary share 857 —
Current year interim: 0.50p (2007: 0.00p) per 25p ordinary share 476 —

1,333 —

In addition, the Directors propose that a final dividend in respect of the financial year ended 31 March 2008 of 1.5p per 25p ordinary share be paid, at a cost of
approximately £2,374,000. The amount includes an estimation of the cost of the final dividend payable in respect of the open offer, placing and vendor consideration
shares in relation to the acquisition of Odyssey Industries Inc. and Global Tooling Systems Inc.  For further details see note 35.

13. Earnings per share
Basic earnings per share
Basic earnings per share is calculated by dividing the profit attributable to ordinary Shareholders by the weighted average number of ordinary shares in issue during 
the year.

Diluted earnings per share
Diluted earnings per share is calculated by dividing the profit attributable to ordinary Shareholders by the weighted average number of ordinary shares in issue during
the year, adjusted for any dilutive potential ordinary shares, primarily share options.

2008 2008 2008 2007 2007 2007
Weighted (note 1) Weighted (note 1)

average Earnings per average Earnings per
number 25 pence number 25 pence 

Earnings of shares share Earnings of shares share
£’000 number pence £’000 number pence

Continuing operations:
Basic EPS 6,834 95,227,416 7.18 3,524 89,179,874 3.95
Dilutive potential ordinary shares — 482,578 (0.04) — 551,514 (0.02)

Diluted EPS 6,834 95,709,994 7.14 3,524 89,731,388 3.93

Discontinued operations:
Basic EPS (1,542) 95,227,416 (1.62) 461 89,179,874 0.52
Dilutive potential ordinary shares — 482,578 0.01 — 551,514 (0.01)

Diluted EPS (1,542) 95,709,994 (1.61) 461 89,731,388 0.51

Total operations:
Basic EPS 5,292 95,227,416 5.56 3,985 89,179,874 4.47
Dilutive potential ordinary shares — 482,578 (0.03) — 551,514 (0.03)

Diluted EPS 5,292 95,709,994 5.53 3,985 89,731,388 4.44
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13. Earnings per share continued
Earnings per share based on continuing activities before restructuring and rationalisation charges, impairment charges, changes in the net fair value of financial
instruments and amortisation of intangible assets on acquisition, which the Directors consider gives a useful additional indication of the underlying performance of the
Group, is calculated on the earnings of the year adjusted as follows:

2008 2008 2007 (note 1) 2007 (note 1)
Earnings per 25 Earnings per 25

Earnings pence share Earnings pence share
£’000 pence £’000 pence

Continuing operations:
Profit attributable to ordinary Shareholders 6,834 7.18 3,524 3.95
Restructuring and rationalisation charges, impairment charges, changes
in the net fair value of financial instruments and amortisation of intangible
assets on acquisition 7,864 8.26 5,132 5.76
Taxation on restructuring and rationalisation charges, impairment charges,
changes in the net fair value of financial instruments and amortisation of
intangible assets on acquisition (2,359) (2.48) (1,540) (1.73)

12,339 12.96 7,116 7.98

For changes in the capital structure of the Group since 31 March 2008 that would affect earnings per share, see note 35.

14. Intangible fixed assets
Group Group Group Group Group Group Company Company Company

Capital Capital
Development work in work in 

Goodwill costs Software progress Other Total Software progress Total
£’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000

Cost:
At 1 April 2006 58,972 7,027 1,131 — 10,310 77,440 182 — 182
Additions — 6,883 429 1,616 — 8,928 39 1,616 1,655
Acquisition of subsidiary undertaking 10,387 — 24 — 2,788 13,199 — — —
Transfers — (319) 23 — — (296) — — —
Impairments (note 5) — (2,106) — — — (2,106) — — —
Disposals — — (21) — — (21) — — —
Disposal of subsidiary undertaking (19) — — — — (19) — — —
Exchange adjustments (6,697) (51) (125) — (1,198) (8,071) — — —

At 1 April 2007 62,643 11,434 1,461 1,616 11,900 89,054 221 1,616 1,837
Additions 752 595 159 1,010 — 2,516 7 1,010 1,017
Acquisition of subsidiary undertaking — — — — — — — — —
Transfers — (174) 2,004 (2,004) — (174) 1,800 (1,800) —
Transfers to subsidiary undertakings — — — — — — — (204) (204)
Impairments (note 5) — — — — — — — — —
Disposals — (353) (24) — — (377) — — —
Disposal of subsidiary undertaking (125) (182) (228) — — (535) — — —
Exchange adjustments (911) 37 13 — (155) (1,016) — — —

At 31 March 2008 62,359 11,357 3,385 622 11,745 89,468 2,028 622 2,650

Amortisation:
At 1 April 2006 1,148 86 648 — 2,011 3,893 122 — 122
Charge for year — 615 202 — 652 1,469 49 — 49
Disposals — — (21) — — (21) — — —
Disposal of subsidiary undertaking (4) — — — — (4) — — —
Exchange adjustments (101) 32 (55) — (235) (359) — — —

At 1 April 2007 1,043 733 774 — 2,428 4,978 171 — 171
Charge for year — 914 389 — 723 2,026 160 — 160
Transfers — (87) (3) — — (90) — — —
Disposals — (353) (24) — — (377) — — —
Disposal of subsidiary undertaking (27) (130) (190) — — (347) — — —
Exchange adjustments (105) 1 61 — (28) (71) — — —

At 31 March 2008 911 1,078 1,007 — 3,123 6,119 331 — 331

Net book value:
As at 31 March 2008 61,448 10,279 2,378 622 8,622 83,349 1,697 622 2,319

As at 1 April 2007 61,600 10,701 687 1,616 9,472 84,076 50 1,616 1,666

As at 1 April 2006 57,824 6,941 483 — 8,299 73,547 60 — 60
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14. Intangible fixed assets continued
Goodwill
The Group tests goodwill annually for impairment, or more frequently if there are indications that goodwill might be impaired.  Goodwill is allocated to the Group’s cash
generating units (CGUs) which principally comprise its business segments. For each CGU, the Group has determined its recoverable amount. The recoverable amount is
determined based on value in use calculations. No impairment charge was required in the year (2007: £nil).

The key assumptions used in the calculations were:

The forecast operating cash flows for the next five years based on approved budgets and plans. These budgets and plans are based on past performance and
expectations for the market development of the CGU.

An estimate of the long-term effective tax rate for the CGU.

An estimate of the long-term growth rate for the CGU, being 2.5%.  The growth rate does not exceed the long-term average growth for the country in which the CGU
operates.

An estimate of the terminal value of the business using the Gordon Growth model.

The resulting cash flows were discounted using a post-tax discount rate of 12%, which the Group believes is appropriate for the risks and returns of those business
segments.

Sensitivity analysis as at 31 March 2008 has indicated that no reasonably foreseeable change in the key assumptions used in the impairment model would result in a
significant impairment charge being recorded in the financial statements.

A segment level summary of goodwill is shown below:
2008 2007

£’000 £’000

Aerospace Components and Structures 12,572 13,180
Aerospace Composites and Transparencies 48,876 48,358
Automotive Turbocharger — —
Industrial — 62

61,448 61,600

Development Costs
Capitalised development costs relate to specific development work undertaken under long-term arrangements, the most significant of which being with Eclipse Aviation
Corporation. The net book value of the Eclipse contract development costs at 31 March 2008 was £7,910,000 (2007: £8,099,000). Development costs in relation to the Eclipse
contract are amortised over a defined production schedule on a number of sets delivered basis.  All other development costs are written off over the life of the relevant
contracts or ten years, whichever is the shorter.

Capital work in progress
Capital work in progress relates to the capitalised costs for the Group’s SAP implementation project.

Other
Other intangible assets are those identified on acquisition, which primarily relate to order backlogs and customer relationships.
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15. Property, plant and equipment
Group Group Group Group Group Company Company Company Company

Plant, Capital Plant, 
Freehold Leasehold equipment work in Freehold Leasehold equipment

properties properties & vehicles progress Total properties properties & vehicles Total
£’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000

Cost:
At 1 April 2006 8,861 2,151 64,198 — 75,210 5,750 50 165 5,965
Additions 701 284 5,850 — 6,835 5 — 15 20
Acquisition of subsidiary undertakings — 16 314 — 330 — — — —
Transfers — (125) 421 — 296 — — — —
Disposals — — (1,350) — (1,350) — — — —
Disposal of subsidiary undertaking — (2) (102) — (104) — — — —
Exchange adjustments (372) 91 (1,887) — (2,168) — — — —

At 1 April 2007 9,190 2,415 67,444 — 79,049 5,755 50 180 5,985
Additions 37 543 3,009 2,085 5,674 9 — 12 21
Acquisition of subsidiary undertakings — — — — — — — — —
Transfers — (126) 76 160 110 — — — —
Disposals (739) — (1,025) — (1,764) (739) — (69) (808)
Disposal of subsidiary undertaking (410) — (6,268) — (6,678) — — — —
Exchange adjustments 83 (3) (125) — (45) — — — —

At 31 March 2008 8,161 2,829 63,111 2,245 76,346 5,025 50 123 5,198

Depreciation:
At 1 April 2006 769 843 34,189 — 35,801 627 40 148 815
Charge for year 160 126 3,843 — 4,129 76 3 8 87
Disposals — — (1,280) — (1,280) — — — —
Disposal of subsidiary undertaking — (1) (97) — (98) — — — —
Exchange adjustments (21) (16) (771) — (808) — — — —

At 1 April 2007 908 952 35,884 — 37,744 703 43 156 902
Charge for year 152 210 3,976 — 4,338 68 4 11 83
Transfers — (121) 144 — 23 — — — —
Disposals (101) — (900) — (1,001) (101) — (67) (168)
Disposal of subsidiary undertaking (80) — (5,423) — (5,503) — — — —
Exchange adjustments (1) (7) (37) — (45) — — — —

At 31 March 2008 878 1,034 33,644 — 35,556 670 47 100 817

Net book value:
As at 31 March 2008 7,283 1,795 29,467 2,245 40,790 4,355 3 23 4,381

Analysed as:

Owned assets 7,283 1,795 23,836 2,245 35,159 4,355 3 23 4,381
Assets under finance lease — — 5,631 — 5,631 — — — —

As at 1 April 2007 8,282 1,463 31,560 — 41,305 5,052 7 24 5,083

Analysed as:

Owned assets 8,282 1,463 26,178 — 35,923 5,052 7 24 5,083
Assets under finance lease — — 5,382 — 5,382 — — — —

As at 1 April 2006 8,092 1,308 30,009 — 39,409 5,123 10 17 5,150

Analysed as:

Owned assets 8,092 1,308 23,542 — 32,942 5,123 10 17 5,150
Assets under finance lease — — 6,467 — 6,467 — — — —
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16. Investment in subsidiaries
Company

£’000

Cost of shares at 1 April 2007 63,343
Additions in year 1,181
Disposals in year (1,623)

Cost of shares at 31 March 2008 62,901

Provision at 1 April 2007 497
Movement in year —

Provision at 31 March 2008 497

Net book value as at 31 March 2008 62,404

Net book value as at 31 March 2007 62,846

During the year, the Company disposed of its investment in Lattimer Limited. For further details on the disposal, see note 11.

For further details on the principal members of the Group and their shareholdings , see page 89.  

17. Inventories
Group Group

2008 2007
£’000 £’000

Raw materials 12,445 11,115
Work in progress 9,147 10,146
Finished goods 5,170 6,100

26,762 27,361

Inventories of £3,747,000 (2007: £3,729,000) are carried at net realisable value. The amount of any write-down of inventory recognised as an expense in the period was £nil
(2007: £nil).

The Company held no stock at 31 March 2008 (2007: £nil).

18. Trade and other receivables
Group Group Company Company

2008 2007 2008 2007
£’000 £’000 £’000 £’000

Due within one year:
Trade receivables 30,786 32,651 16 195
Less: provision for impairment of receivables (493) (849) — —

Net trade receivables 30,293 31,802 16 195
Amounts owed by subsidiaries — — 443 255
Other debtors 4,106 1,238 462 519
Prepayments and accrued income 1,690 2,166 266 997
Dividends receivable — — 209 167

36,089 35,206 1,396 2,133
Due after more than one year:
Amounts owed by subsidiaries — — 126,716 119,404

36,089 35,206 128,112 121,537
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18. Trade and other receivables continued
Trade receivables
Before accepting new customers, the Group will obtain references from other suppliers who transact with this these customers, and where material to either the individual
subsidiary or Group, external credit checks are obtained and reviewed before determining a credit limit. Customer accounts are reviewed on a regular basis to ensure an
appropriate level of credit has been set for the customer, and may be reduced or withdrawn in instances of non-timely payment.  No collateral is held against any trade
receivable balances.

The maximum exposure to credit risk at the reporting date is the fair value of each class of receivable mentioned above. The book values are equal to the fair values.

As at 31 March 2008, 51% (2007: 55%) of the Group’s trade receivables arose from the largest ten customers by revenue of the Group.  0% (2007: 0%) of the Company’s
trade receivables arose from the largest ten customers by revenue of the Group. As these customers are major global aerospace and automotive companies with strong
credit ratings, the Group do not believe that this concentration poses a significant credit risk to them. For those financial assets, primarily trade receivables, that are not
past due or impaired, these are believed to have high credit quality because these relate to major global aerospace and automotive companies with strong credit ratings.

The amount of trade receivables outstanding at year end does not represent the maximum exposure to operational credit risk, due to the variations in supply and
payment over the course of a year. Based on monthly management account data, the maximum level of trade receivables at any one point in the year for the Group was
£34,390,000 (2007: £32,879,000) and Company £333,000 (2007: £195,000).

The ageing of trade receivables past due but not impaired is as follows:
Group Group Company Company

2008 2007 2008 2007
£’000 £’000 £’000 £’000

Within contractual terms 20,382 16,760 16 43
Up to 30 days overdue 3,452 1,707 — 16
30–90 days overdue 869 414 — 31
90–180 days overdue 193 176 — —
More than 180 days overdue 313 198 — 105

25,209 19,255 16 195

Trade receivables are provided for based on estimated irrecoverable amounts from the sale of goods, determined by reference to past default experiences. Trade
receivables that are past due but not impaired have not been provided against as there has not been a significant change in the credit quality and the amounts are still
considered to be recoverable.

Trade receivables of £493,000 (2007: £849,000) are subject to provision for doubtful debts. The Company does not have any trade receivables (2007: £nil) subject to
provision for doubtful debts.  

The movement in the provision for impairment of receivables is as follows:
Group Group Company Company

2008 2007 2008 2007
£’000 £’000 £’000 £’000

As at 1 April 849 1,343 — —
Increases in impairment of receivables 882 1,167 — —
Amounts written off as uncollectable (827) (843) — —
Amounts reversed/released during the year (408) (783) — —
Exchange adjustments (3) (35) — —

As at 31 March 493 849 — —

Trade receivables are denominated in the following currencies:
Group Group Company Company

2008 2007 2008 2007
£’000 £’000 £’000 £’000

Sterling 20,338 18,847 16 195
US Dollar 10,058 13,613 — —
Euro 390 191 — —
Indian Rupee — — — —

30,786 32,651 16 195
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18. Trade and other receivables continued
Other debtors
Within other debtors are £2,322,000 (2007: £nil) of costs incurred in relation to the acquisition of Odyssey Industries Inc. and Global Tooling Systems Inc. and associated US
Group restructuring, see note 35. These costs will be capitalised as part of the cost of investment of these acquisitions upon completion.

Amounts owed by subsidiaries
Amounts owed by subsidiaries less than one year relate to monies owed by subsidiaries to the Company for recharges of services where the Company has acted as the
buying agent for the Group (e.g. insurance). All balances (2007: all balances) are within the contractual terms and do not have any provisions for impairments. Amounts
owed by subsidiaries greater than one year relate to funding loans given by the Company to subsidiaries within the Group. These balances are repayable after greater
than five years.  For further details on these balances, see note 34.

Dividends receivable
Dividends receivable relates to dividends due to the Company from preference shares with cumulative rights held in a subsidiary. Due to the subsidiary currently having
insufficient distributable reserves, a receivable has been recognised in the balance sheet.

19. Cash and cash equivalents
Group Group Company Company

2008 2007 2008 2007
£’000 £’000 £’000 £’000

Bank balances and cash 21,774 10,241 13,321 7,955

No short-term deposits were held by the Group or Company.

20. Trade and other payables — Amounts falling due within one year
Group Group Company Company

2008 2007 2008 2007
£’000 £’000 £’000 £’000

Short-term loan 70 64 — —
Finance leases and hire-purchase obligations 1,224 1,403 — —
Trade creditors 19,452 23,795 1,241 2,627
Amounts owed to subsidiaries — — 599 612
Other taxation and social security 1,800 1,556 71 62
Deferred income — government grants 1,191 1,306 — —
Accruals and other deferred income 11,213 8,663 3,430 2,893

34,950 36,787 5,341 6,194

Government grants relate to monies received by the Group in relation to safeguarding jobs and maintaining a specified level of capital investment year-on-year. For
grants in relation to the Eclipse contract, grants are amortised over a defined production schedule on a number of sets delivered basis.

21. Current taxation
Group Group Company Company

2008 2007 2008 2007
£’000 £’000 £’000 £’000

Current taxation assets 2,249 563 556 —
Current taxation liabilities — — — (3,159)

2,249 563 556 (3,159)

22. Financial liabilities — Borrowings
Group Group Company Company

2008 2007 2008 2007
£’000 £’000 £’000 £’000

Amounts owed to subsidiaries — — 8,827 5,891
Secured loans 79,547 74,370 79,396 74,155
Finance lease and hire purchase obligations 1,508 1,198 — —

81,055 75,568 88,223 80,046

Financial indebtedness is secured by fixed and floating charges over the assets of the Group and Company. For further details on financial liabilities, see note 30.
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23. Provisions 
Group Group Group Company Company

Acquisitions Vacant Properties Total Vacant Properties Total
£’000 £’000 £’000 £’000 £’000

At 1 April 2007 3,073 — 3,073 — —
Creation/increase in provisions 752 323 1,075 323 323
Provisions arising on acquisition — — — — —
Utilisation of provisions in the year (938) — (938) — —

At 31 March 2008 2,887 323 3,210 323 323

All provisions will be utilised within the next two years, £3,048,000 in less than one year, £162,000 in greater than one year.

Acquisitions
Acquisition provisions outstanding at 31 March 2008 relate to additional costs in relation to acquisitions. These costs include contingent consideration which is dependent
on relevant earn-out clauses being achieved by the acquired companies, and other costs such as professional costs in relation to the acquisition that had not been
received as at year end.

Vacant properties
Vacant properties provisions outstanding at 31 March 2008 relate to the estimated cost of an onerous lease for a property that the Group had continued obligations over.
The property had been vacated by the Group in 1991, as part of the disposal of a subsidiary, although due to the external sub-tenant going into liquidation during the year
ended 31 March 2008, a provision for the estimated costs up to the first available break clause in March 2010 has been made.

24. Deferred taxation
Amounts recognised on the balance sheet:

Group Group Company Company
2008 2007 2008 2007

£’000 £’000 £’000 £’000

Deferred taxation assets — (4,877) — (634)
Deferred taxation liabilities 5,086 8,812 1,292 1,326

5,086 3,935 1,292 692

The movement on the deferred taxation account is shown below:
Group Group Company Company

2008 2007 2008 2007
£’000 £’000 £’000 £’000

Liability at 1 April 3,935 2,061 692 648
Charge/(credit) for the year:
— Income statement 1,295 1,537 335 (47)
— Income statement — effect of changes in tax rates (178) — (70) —
— Equity — Adjustment in respect of post retirement benefit liabilities (102) 91 (102) 91
On acquisition of subsidiary undertakings — 470 — —
On disposal of subsidiary undertaking 179
Reclassification from accruals to deferred taxation — 314 — —
Adjustments in respect of prior years (197) (368) 437 —
Exchange movement 154 (170) — —

Liability at 31 March 5,086 3,935 1,292 692

The movement in deferred taxation is shown below:
Group Group Group Group Group

Accelerated tax
Pensions Tax losses Other depreciation Total

Deferred taxation £’000 £’000 £’000 £’000 £’000

As at 1 April 2007 (529) (770) (3,578) 8,812 3,935
Charge/(credit) for the year:
— Income statement 129 372 1,220 (426) 1,295
— Income statement — effect of changes in tax rates 17 7 76 (278) (178)
— Equity — Adjustment in respect of post retirement benefit liabilities (102) — — — (102)
On disposal of subsidiary undertaking — 179 — — 179
Adjustments in respect of prior years — — (42) (155) (197)
Exchange movement — — 154 — 154

At 31 March 2008 (485) (212) (2,170) 7,953 5,086
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24. Deferred taxation continued
Company Company Company Company

Accelerated tax
Pensions Other depreciation Total

Deferred taxation £’000 £’000 £’000 £’000

As at 1 April 2007 (253) (381) 1,326 692
Charge/(credit) for the year:
— Income statement 135 321 (121) 335
— Income statement — effect of changes in tax rates 11 3 (84) (70)
— Adjustments in respect of prior years — — 437 437
— Equity — Adjustment in respect of post retirement benefit liabilities (102) — — (102)

At 31 March 2008 (209) (57) 1,558 1,292

There are no unrecognised deferred tax assets.

25. Called-up Share Capital
2008 2008 2007 2007

Number £’000 Number £’000

Authorised:
Ordinary shares of 25p each — equity 130,000,000 32,500 130,000,000 32,500

130,000,000 32,500 130,000,000 32,500

Allotted, called up and fully paid:
Ordinary shares of 25p each — equity 95,227,416 23,806 95,227,416 23,806

95,227,416 23,806 95,227,416 23,806

Number £’000

Authorised:
As at 1 April 2007
Ordinary shares of 25p each — equity 130,000,000 32,500

As at 31 March 2008
Ordinary shares of 25p each — equity 130,000,000 32,500

Allotted, called up and fully paid:
As at 1 April 2007
Ordinary shares of 25p each — equity 95,227,416 23,806

As at 31 March 2008
Ordinary shares of 25p each — equity 95,227,416 23,806
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26. Changes in Shareholders’ equity
Reserves

Equity
Share-based Share-

Share Share payment Exchange Other Retained holders’ Minority Total
capital premium reserve reserve reserves earnings funds interest equity

Group £’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000

At 1 April 2006 21,870 46,926 151 2,756 2,062 (1,324) 72,441 40 72,481 
Issue of ordinary share capital 1,936 9,411 — — — — 11,347 — 11,347
Transfer from income statement — — — — — 3,985 3,985 — 3,985
Actuarial gain/(loss) on retirement 
benefit liabilities net of deferred tax 
related thereto — — — — — 213 213 — 213
Share-based payments — — 170 — — — 170 — 170
Changes in minority interests — — — — — — — 35 35
Exchange adjustment — — — (10,362) — — (10,362) — (10,362)

At 1 April 2007 23,806 56,337 321 (7,606) 2,062 2,874 77,794 75 77,869
Issue of ordinary share capital — — — — — — — — —
Transfer from income statement — — — — — 5,292 5,292 — 5,292
Dividends — — — — — (1,333) (1,333) — (1,333)
Actuarial gain/(loss) on retirement 
benefit liabilities net of deferred tax 
related thereto — — — — — (261) (261) — (261)
Share-based payments — — 213 — — — 213 — 213
Changes in minority interests — — — — — — — 4 4
Exchange adjustment — — — (805) — — (805) — (805)

At 31 March 2008 23,806 56,337 534 (8,411) 2,062 6,572 80,900 79 80,979
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26. Changes in Shareholders’ equity continued

Reserves
Share-based

Share Share payment Exchange Other Retained Total
capital premium reserve reserve reserves earnings equity

Company £’000 £’000 £’000 £’000 £’000 £’000 £’000

At 1 April 2006 21,870 46,926 123 — 19,145 10,892 98,956
Issue of ordinary share capital 1,936 9,411 — — — — 11,347
Transfer from income statement — — — — — (2,855) (2,855)
Actuarial gain/(loss) on retirement 
benefit liabilities net of deferred tax 
related thereto — — — — — 213 213
Share-based payments — — 191 — — — 191

At 1 April 2007 23,806 56,337 314 — 19,145 8,250 107,852
Issue of ordinary share capital — — — — — — —
Transfer from income statement — — — — — 4,054 4,054
Dividends — — — — — (1,333) (1,333)
Actuarial gain/(loss) on retirement 
benefit liabilities net of deferred tax 
related thereto — — — — — (261) (261)
Share-based payments — — 220 — — — 220

At 31 March 2008 23,806 56,337 534 — 19,145 10,710 110,532

The share-based payment reserve results from the impact of accounting for IFRS 2 ‘Share-based payments’.

The exchange reserve represents the accumulated net currency variations on overseas net assets. 

Other reserves relate to the accumulated adjustments in respect of historical piecemeal acquisitions and have restricted distribution due to legal or fiscal requirements.

Retained earnings include the accumulated profits and losses arising from the consolidated income statement and certain items from the statement of recognised income
and expense attributable to equity Shareholders, less distributions to Shareholders. 

The Company’s profit for the financial year before dividends, was £4,054 ,000 (2007: loss £2,855,000). As permitted by section 230 of the Companies Act 1985, a separate
Income Statement of the Company is not presented.

27. Capital expenditure
Group Group

2008 2007
£’000 £’000

Commitments under contracts 841 746

28. Operating lease commitments
As at 31 March 2008, minimum commitments under operating leases were as follows:

Group Group Group Group Company Company Company
2008 2008 2007 2007 2008 2008 2007

Land and Land and Land and Land and
buildings Other buildings Other buildings Other buildings

£’000 £’000 £’000 £’000 £’000 £’000 £’000

Operating leases which expire:
— within one year 2,141 4,558 2,103 855 283 2 283
— later than one year and less than five years 7,538 6,776 7,806 7,421 433 4 639
— after five years 6,139 221 7,889 257 48 — 97

15,818 11,555 17,798 8,533 764 6 1,019
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29. Contingent liabilities
Multi-lateral cross-guarantees have been given by the Company and certain subsidiaries in respect of financial indebtedness under bank borrowing facilities. Contingent
liabilities exist in respect of performance bonds, forward foreign exchange commitments and other guarantees which arise in the normal course of business and are not
expected to give rise to any loss.

A subsidiary of the Group is pursuing a commercial claim against a third party for wasted costs arising as a result of alleged repudiatory breach of contract and is
defending a counterclaim alleging similar breach. As of 31 March 2008, confidential arbitration proceedings have been undertaken although adjudication has not yet
been made known to the parties. Since the outcome of these proceedings remains uncertain at the date of approval of these financial statements it is not practical to
estimate their financial effect. Any financial impact will be dealt with in the financial statements relating to the financial period in which the outcome is notified.

30. Financial risk management
The Group’s operations and financing expose it to a variety of financial risks that include the effects of changes in foreign exchange rates, interest rates, commodity prices,
credit risks and liquidity. The Group has in place risk management policies, which have been set by the Board, that seek to limit the adverse effects on the financial
performance of the Group by using various instruments and techniques including foreign currency financial instruments and other interest rate derivatives. 

The numerical financial instruments disclosures are set out below, along with additional disclosures relating to risk management policies. For further details of risk
management objectives and policies, see pages 21 to 24.

(a) Foreign exchange risk
The Group has transactional currency exposures arising from sales or purchases by operating subsidiaries in currencies other than the subsidiaries’ functional currency.
Under the Group’s foreign exchange policy, where practicable such transaction exposures are hedged once they are known, mainly through the use of forward foreign
exchange contracts.

During the period, the Group entered into a five year USD forward contract, with callable option at the option of the bank, up to November 2012. Under this contract, the
Group will sell $1,250,000 (increasing to $1,750,000 from December 2008) per month to the bank, at an initial exchange rate of $1.88:£1, rising to $1.975:£1 by the end of the
contract. The callable option of the bank occurs when the accumulated gains by the Group between the forward rate and spot rate on the day of each monthly forward
contract exceeds 150 cents.

A 1% strengthening in sterling against the currency rates indicated below would have the following impact:

Group Group Company Company
2008 2007 2008 2007

£’000 £’000 £’000 £’000

Income Statement — Profit before tax
US Dollar (94) (35) (68) (9)
Euro 16 (2) 16 (2)
Indian Rupee 5 4 — —

Balance Sheet — Net assets:
US Dollar (353) (288) (824) (681)
Euro 16 (2) 16 (2)
Indian Rupee (26) (24) (5) (4)

The sensitivity analysis has been prepared by reperforming the calculations used to determine the income statement and balance sheet values adjusted for the changes in
individual currency rates indicated with all other variables remaining constant. A 1% weakening in sterling against the currency rates in the above table would have equal
and opposite effect on the reported numbers.

The table below shows an analysis of amounts included in the balance sheet by currency:

Group Group Group Group
2008 2008 2007 2007

Cash & cash Cash & cash
equivalents Borrowings equivalents Borrowings

£’000 £’000 £’000 £’000

Sterling 8,292 (79,617) 4,770 (74,434)
US Dollar 14,747 — 5,220 —
Euro (1,574) — 251 —
Indian Rupee 309 — — —

21,774 (79,617) 10,241 (74,434)
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30. Financial risk management continued
(a) Foreign exchange risk continued

Company Company Company Company
2008 2008 2007 2007

Cash & cash Cash & cash
equivalents Borrowings equivalents Borrowings

£’000 £’000 £’000 £’000

Sterling 7,928 (79,396) 6,625 (74,155)
US Dollar 6,967 — 1,079 —
Euro (1,574) — 251 —
Indian Rupee — — — —

13,321 (79,396) 7,955 (74,155)

Of the reported Group cash balance of £21,774,000 (2007: £10,241,000), £7,730,000 (2007: £4,141,000) relates to translated USD balances of US subsidiaries. Interest received
on these balances is at floating short term money market rates.

(b) Interest rate risk
The Group operates an interest rate policy designed to optimise interest cost and reduce volatility in reported earnings. This policy is achieved by maintaining a target
range of fixed and floating rate debt. This is achieved partly through the fixed rate character of the underlying debt instrument, and partly through the use of
straightforward derivatives (forward rate agreements, interest rate swaps, swaptions, caps and collars).

For significant capital expenditure projects and certain plant and equipment assets, it is the Group’s policy to lease these assets. By fixing interest rates at the contract date,
this manages interest rate risk. All leases are on a fixed repayment basis and no arrangements have been entered into for contingent rental payments.

The table below details the loans outstanding at 31 March 2008, their associated interest rates:

Group Group Group Group Group
Amount Amount

outstanding outstanding 
Interest rate movement in year 31 March 2008 31 March 2007

Currency Interest basis Max Min £’000 £’000

Sterling LIBOR 6.28% 5.48% 79,617 74,434

79,617 74,434

Company Company Company Company Company
Amount Amount

outstanding outstanding 
Interest rate movement in year 31 March 2008 31 March 2007

Currency Interest basis Max Min £’000 £’000

Sterling LIBOR 6.28% 5.48% 79,396 74,155

79,396 74,155

The Group has a fixed interest rate swap in place with a cancellation option, callable at the option of the counter party bank, quarterly from March 2008 up to the date of
maturity of September 2012 on a notional principal amount of £40,000,000 (31 March 2007: fixed interest rate swap with a cancellation option, at the option of the bank, at
September 2007 and maturity of September 2010 against £25,000,000). The blended LIBOR rate on the swaps is 5.40% at 31 March 2008 and 4.12% at 31 March 2007.

The Group has, in addition, a floating rate interest swap in place on the notional principal amount of $75,000,000 with a termination date of 1 December 2011.

The Group’s effective rate of interest on bank loans at 31 March 2008 was 5.48% (2007: 5.61%). The Company’s effective rate of interest on bank loans at 31 March 2008 was
5.48% (2006: 5.61%).

A 1% increase in interest rates would have the following impact: 
Group Group Company Company

2008 2007 2008 2007
£’000 £’000 £’000 £’000

Income statement — Profit before tax (56) (51) (52) (49)

Balance sheet — Net assets (56) (51) (52) (49)
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30. Financial risk management continued
(b) Interest rate risk continued
The sensitivity impact has been prepared by determining the average floating interest rates and average floating rate deposits and borrowings for the year and flexing for
changes in interest rate. A 1% decrease in interest rates in the above table would have equal and opposite effect on the reported numbers. 

(c) Credit risk
Operational
The Group may have substantial amounts outstanding with a single customer at any one time. The failure of any such customer to honour its debts could materially impact
on the Group’s results.  Debtor days and overdue accounts are reported to divisional management who co-ordinate any action required and overall performance is
regularly reviewed by the Board of Directors. For further details on credit risk in relation to trade receivables, see note 18.

Financial
The Group is exposed to credit-related losses in the event of non-performance by counterparties to financial instruments, which includes cash, deposits and financial
contracts. Credit risk is mitigated by the Group’s policy of only selecting counterparties with a strong investment graded long-term credit rating, normally at least AA- or
equivalent, and assigning financial limits to individual counterparties.

The Group’s maximum exposure with a single bank for cash and deposits is £12,109,000 (2007: £5,211,000) and Company’s is £13,321,000 (2007: £7,955,000). The amounts of
cash and deposits at year end does not represent the maximum exposure to financial credit risk due to financing and trading variations over the course of a year. Based on
monthly management account data, the maximum level of cash and deposits at any one point in the year for the Group was £21,774,000 (2007: £10,562,000) and Company
£18,078,000 (2007: £7,955,000).

(d) Liquidity risk
The Group is exposed to liquidity risk as part of its normal financing and trading cycle at times when peak borrowing are required. The Group actively maintains
committed facilities that are designed to ensure the Group has sufficient available funds for operations and planned expansions. The committed facilities are syndicated
between five banks and three leasing companies. Liquidity needs are assessed through short-term monthly cash forecasts and long-term forecasts completed as part of
the budgetary process.

The contractual maturity of non-derivative financial liabilities, based on the undiscounted cash flows of financial liabilities and the earliest date on which the Group can be
required to pay, at 31 March 2008 was:

Group Group Group Group Group Group Group Group
2008 2008 2008 2008 2007 2007 2007 2007

Trade Finance Trade Finance
creditors Debt leases Total creditors Debt leases Total

£’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000

Within 1 year 19,452 70 1,224 20,746 23,795 64 1,403 25,262
In more than 1 year but not more than 2 years — 74 518 592 — 139 1,047 1,186
In more than 2 years but not more than 5 years — 80,077 990 81,067 — 75,076 151 75,227

19,452 80,221 2,732 102,405 23,795 75,279 2,601 101,675

Company Company Company Company Company Company Company Company
2008 2008 2008 2008 2007 2007 2007 2007

Trade Finance Trade Finance
creditors Debt leases Total creditors Debt leases Total

£’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000

Within 1 year 1,241 — 1,241 2,627 — — 2,627
In more than 1 year but not more than 2 years — — — — — — — —
In more than 2 years but not more than 5 years — 80,000 — 80,000 — 75,000 — 75,000

1,241 80,000 — 81,241 2,627 75,000 — 77,627

Committed bank and lease facilities for the Group and Company of £114,000,000 (£92,500,000 bank facilities, £21,500,000 lease facilities) expire in November 2010 (2007:
£108,000,000 (£92,500,000 bank facilities, £15,500,000 lease facilities) expire in November 2010). The Group and Company has the following undrawn committed
borrowing facilities available at 31 March:

Group Group Group Group Company Company Company Company
Floating Fixed 2008 2007 Floating Fixed 2008 2007

rate rate Total Total rate rate Total Total
£’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000

Expiring within one year — — — — — — — —
Expiring between one and two years — — — — — — — —
Expiring in more than two years 31,267 — 31,267 24,398 31,267 — 31,267 24,398

31,267 — 31,267 24,398 31,267 — 31,267 24,398
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30. Financial risk management continued
(d) Liquidity risk continued
The total indebtedness under the Group’s total borrowing facilities at 31 March 2008 was £60,576,000 (2007: £66,794,000). Interest payable is based on the published
Sterling LIBOR of the lenders concerned plus, where appropriate, the relevant swap premium.

On 22 April 2008, the Group refinanced its senior debt facilities, see note 35.

(e)  Profile of financial liabilities
The maturity profile of the carrying amount of the Group’s undiscounted non-current liabilities, at 31 March was as follows:

Group Group Group Group
Later Later

than one year than two years
Within and less than and less than

one year two years five years Total
£’000 £’000 £’000 £’000

Trade creditors 19,452 — — 19,452
Debt 70 74 79,473 79,617
Finance leases 1,224 518 990 2,732
Derivative financial liabilities — — 5,382 5,382

At 31 March 2008 20,746 592 85,845 107,183

Group Group Group Group
Later Later

than one year than two years
Within and less than and less than

one year two years five years Total
£’000 £’000 £’000 £’000

Trade creditors 23,795 — — 23,795
Debt 64 139 74,231 74,434
Finance leases 1,403 1,047 151 2,601
Derivative financial liabilities — – 1,126 1,126

At 31 March 2007 25,262 1,186 75,508 101,956

Company Company Company Company
Later Later

than one year than two years
Within and less than and less than

one year two years five years Total
£’000 £’000 £’000 £’000

Trade creditors 1,241 — — 1,241
Debt — — 79,396 79,396
Finance leases — — — —
Derivative financial liabilities — — 5,382 5,382

At 31 March 2008 1,241 — 84,778 86,019

Company Company Company Company
Later Later

than one year than two years
Within and less than and less than

one year two years five years Total
£’000 £’000 £’000 £’000

Trade creditors 2,627 — — 2,627
Debt — — 74,155 74,155
Finance leases — — — —
Derivative financial liabilities — — 1,126 1,126

At 31 March 2007 2,627 — 75,281 77,908

Loans for the Group and Company include a secured loan of £80,000,000 (2007: £75,000,000) less unamortised issuance costs of £604,000 (2007: £845,000).
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30. Financial risk management continued
(e)  Profile of financial liabilities continued
The minimum lease payments under finance leases and lease-purchase agreements fall due as follows:

Group Group Company Company
2008 2007 2008 2007

£’000 £’000 £’000 £’000

Within one year 1,224 1,403 — —
Later than one year and less than five years 1,508 1,198 — —
After five years — — — —

2,732 2,601 — —
Future finance charges on finance leases (322) (205) — —

Present value of obligations 2,410 2,396 — —

The comparison of book and fair values of all the Group’s financial assets and liabilities is as follows:

Group Group Group Group Company Company Company Company
2008 2008 2007 2007 2008 2008 2007 2007

Book value Fair value Book value Fair value Book value Fair value Book value Fair value
£’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000

Cash at bank and in hand 21,774 21,774 10,241 10,241 13,321 13,321 7,955 7,955
Short-term borrowings (70) (70) (64) (64) — — — —
Long-term borrowings (79,547) (79,547) (74,370) (74,370) (79,396) (79,396) (74,155) (74,155)
Finance leases (2,410) (2,410) (2,396) (2,396) — — — —

(60,253) (60,253) (66,589) (66,589) (66,075) (66,075) (66,200) (66,200)

(f)  Capital risk management
Capital is defined as the equity attributable to Shareholders of the Parent. The Group’s objective when managing its capital structure is to minimise the cost of capital,
whilst safeguarding the ability for the Group to continue as a going concern, in order to maximise Shareholder return over the long term. In order to maintain an
appropriate capital structure, the Group may issue new shares, return capital to Shareholders, adjust dividend payments or adjust borrowings. For changes in the capital
structure of the Group since 31 March 2008, see note 35.

31. Derivative financial instruments
The impact of derivative financial instruments for both the Group and Company is as follows:

2008 2007
£’000 £’000

Charges/(credits) included within operating profit:
Forward contracts 775 —
Embedded derivatives — 110

775 110

2008 2007
£’000 £’000

Charges/(credits) included within net financing costs:
Swap contracts 3,670 1,164

3,670 1,164

2008 2008 2007 2007
Assets Liabilities Assets Liabilities
£’000 £’000 £’000 £’000

Amounts included in the balance sheet:
Swap contracts — (4,607) 189 (1,126)
Forward contracts — (775) — —

— (5,382) 189 (1,126)

The amounts in respect of embedded derivatives relate to the movement in value of embedded derivatives in commercial contracts between subsidiaries and customers
and suppliers.

Swap and forward contracts are marked to market using published prices.
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32. Pension and post-retirement benefits
The Group operates one defined benefit scheme, the Hampson Combined Pension Scheme, which is closed to accrual of further benefit. The defined benefit scheme
provides benefits for United Kingdom employees of all companies which were in the Group at 31 March 1985 and other companies that joined the Group in the last 
ten years.

The assets of the pension scheme are held separately from those of the Group, being held in separate trustee administered funds.

Texstars Inc. maintains an unfunded post-retirement medical scheme for a closed group of retired former employees. As at 31 March 2008, the scheme had 9 retirees 
(2007: 10). Liabilities of retirees over age 65 have been capped at levels as at 1 September 2003.

The Group’s total pension charge for the period was £1,590,000 (2007: £1,926,000), see note 8. The Company’s total pension charge for the period was £181,000 
(2007: £163,000).

Pension and post-retirement benefits comprise:
Group Group Company Company

2008 2007 2008 2007
£’000 £’000 £’000 £’000

Funded — Pensions — (207) — (207)
Unfunded — Healthcare (351) (376) — —

(351) (583) — (207)

Defined contribution schemes
There are a number of defined contribution pension schemes operated by various companies within the Group and contributions are paid to a Group Personal Pension
Scheme for the majority of employees.

The Group’s total expense for these schemes during the year was £1,590,000 (2007: £1,926,000). The Company’s total expense for these schemes during the year was
£181,000 (2007: £163,000).

Defined benefit scheme
The following information is provided in respect of the Group’s closed defined benefit pension schemes and the post-retirement medical scheme. Formal actuarial
valuations of the Group’s deferred benefit pension schemes, based on the projected unit method, are carried out triennially with periodic actuarial reviews. The last
actuarial assessments of all of the principal defined benefit post-retirement schemes were carried out as at 31 March 2008.

The principal assumptions used were:

Medical scheme Medical scheme Pension schemes Pension schemes
2008 2007 2008 2007

% % % %

Inflation N/A N/A 3.50 2.50
Rate of increase in salaries (a) N/A N/A N/A N/A
Rate of increase for pensions in payment N/A N/A 4.25 4.25
Applied discount rate 6.75 6.00 6.50 5.35
Healthcare cost trend rate (b) 10.00 10.00 N/A N/A

(a) No further accrual of benefit.
(b) The rate for the US post-retirement scheme is initially at 8.00% (2007: 9.00%), trending to a flat annual rate of 5.00% (2007: 5.00%) over a three year (2007: four year)

period.

In determining pension liabilities, the Group uses mortality assumptions which are based on published mortality tables adjusted to reflect the characteristics of the schemes
populations and experiences. In 2008, mortality assumptions were based on the PA92 medium cohort year of birth tables (2007: PA92 medium cohort year of birth tables).
The resulting life expectancies from the age of 65 are as follows:

2008 2007
years years

Non-retired members — Male 22.5 22.5
Retired members — Male 21.9 21.9
Non-retired members — Female 25.4 25.4
Retired members — Female 24.8 24.8
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32. Pension and post-retirement benefits continued
The amounts recognised in respect of funded obligations in the balance sheet are:

Group Group Company Company
2008 2007 2008 2007

£’000 £’000 £’000 £’000

Present value of funded obligations (5,119) (5,542) (5,119) (5,542)
Fair value of plan assets 5,279 5,335 5,279 5,335

Asset/(liability) recognised in the balance sheet 160 (207) 160 (207)
Unrecoverable surplus (160) — (160) —

Net asset/(liability) recognised in the balance sheet — (207) — (207)

Given the current uncertainty in global financial markets and also recently issued IFRIC guidance on the recognition of pension scheme assets, the Directors have not
recognised the surplus arising in the defined benefit scheme of the Group at this time.

The contribution expected to be paid by the Group and Company during the financial year to 31 March 2009 will be sufficient to cover the expenses paid for by the scheme.

The assets in the schemes and the expected rates of return were:

Group Group Company Company
2008 2007 2008 2007

£’000 £’000 £’000 £’000

Fair value of scheme assets at 31 March
Equity 3,426 3,260 3,426 3,260
Property 702 896 702 896
Bonds 502 421 502 421
Cash 649 758 649 758

Long-term rate of return expected at 31 March
Equity 7.50% 7.50% 7.50% 7.50%
Property 7.50% 7.50% 7.50% 7.50%
Bonds 5.00% 5.00% 5.00% 5.00%
Cash 4.00% 4.00% 4.00% 4.00%

Overview:
Group Group Company Company

2008 2007 2008 2007
£’000 £’000 £’000 £’000

Total market value of assets 5,279 5,335 5,279 5,335
Less: Present value of post-retirement liabilities (5,470) (5,918) (5,119) (5,542)

Surplus/(deficit) (191) (583) 160 (207)
Unrecoverable surplus (160) — (160) —
Related deferred tax asset 98 213 — 62

Net post-retirement liability (253) (370) — (145)

Group Group Company Company
2008 2007 2008 2007

Amounts recognised in the income statement £’000 £’000 £’000 £’000

Operating credit/(charge)
Current service cost — — — —
Past service cost — vested benefits — — — —
Curtailment/settlement costs — — — —

— — — —

Finance income/(expense)
Expected returns on assets 357 357 357 357
Interest of scheme liabilities (282) (330) (282) (330)

75 27 75 27

Total income statement credit/(charge) 75 27 75 27
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32. Pension and post-retirement benefits continued
A 1% increase in the assumption on medical costs would increase the total service cost and interest cost by less than £1,000 and the liability by £1,000. A 1% decrease in the
assumption would reduce the total service cost and interest cost by less than £1,000 and the liability by £1,000.

Group Group Company Company
2008 2007 2008 2007

Changes in scheme assets £’000 £’000 £’000 £’000

At 1 April 5,335 6,177 5,335 6,177
Expected return on assets 357 357 357 357
Contributions 505 485 505 485
Net benefits paid out (153) (1,687) (153) (1,687)
Actuarial (loss)/gain (765) 3 (765) 3

At 31 March 5,279 5,335 5,279 5,335

The expected return on assets is a blended average of projected long-term returns for the various asset classes. Equity and property returns are developed based on the
selection of a risk premium above the risk-free rate, which is measured in accordance with the yield on UK government bonds. Bonds returns are selected by reference to
the yields on UK government and corporate debt as appropriate to the Scheme’s holdings of these instruments. The actual return on plan assets of the Group were
£408,000 debit (2007: £360,000 credit).

Group Group Company Company
2008 2007 2008 2007

Changes in defined benefit obligations £’000 £’000 £’000 £’000

At 1 April 5,918 7,568 5,542 7,200
Finance costs 282 330 292 330
Net benefits paid out (163) (1,687) (153) (1,687)
Actuarial gain (562) (301) (562) (301)
Exchange adjustments (5) 8 — —

At 31 March 5,470 5,918 5,119 5,542

Analysed as:

Funded 5,119 5,542 5,119 5,542
Unfunded 351 376 — —

5,470 5,918 5,119 5,542

Group Group Company Company
2008 2007 2008 2007

Changes in statement of recognised income and expenditure £’000 £’000 £’000 £’000

Unrecoverable surplus (160) — (160) —
Actuarial (loss)/gain on scheme assets (765) 3 (765) 3
Experience gains on scheme liabilities 562 301 562 301

Total amount recognised in SORIE (363) 304 (363) 304

Group Group Company Company
2008 2007 2008 2007

Cumulative actuarial gains and losses recognised in equity £’000 £’000 £’000 £’000

At 1 April 1,274 970 842 538
Net actuarial gains/(losses) (203) 304 (203) 304

At 31 March 1,071 1,274 639 842
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32. Pension and post-retirement benefits continued
Group Group Group Group

2008 2007 2006 2005
History of experience gains and losses £’000 £’000 £’000 £’000

Difference between expected and actual return on assets (765) 3 604 58
As a percentage of scheme assets (14%) 0% 10% 1%
Experience gains and losses on scheme liabilities 562 301 223 85
As a percentage of the value of the liabilities 11% 5% 3% 1%

Present value of scheme liabilities (5,470) (5,918) (7,568) (9,078)
Fair value of scheme assets 5,279 5,335 6,177 5,535
Unrecoverable surplus (160) — — —

(Deficit) (351) (583) (1,391) (3,543)

Company Company Company Company
2008 2007 2006 2005

History of experience gains and losses £’000 £’000 £’000 £’000

Difference between expected and actual return on assets (765) 3 604 48
As a percentage of scheme assets (14%) 0% 10% 1%
Experience gains and losses on scheme liabilities 562 301 (36) (78)
As a percentage of the value of the liabilities 11% 5% (1%) (2%)

Present value of scheme liabilities (5,119) (5,542) (7,200) (4,221)
Fair value of scheme assets 5,279 5,335 6,177 3,155
Unrecoverable surplus (160) — — —

Surplus/(deficit) — (207) (1,023) (1,066)

33. Acquisitions
a) Acquisition in 2007/08
No acquisitions were made by the Group during the year ended 31 March 2008.

b) Acquisition in 2006/07
Acquisition of Composites Horizons Inc.
On 5 January 2007 the Group purchased 100% of the voting shares of Composites Horizons Inc. The purchase has been accounted for as an acquisition. The carrying
values pre-acquisition and provisional fair values of assets acquired and total consideration payable for Composites Horizons Inc. are set out below:

Carrying
values pre- Provisional
acquisition fair values

£’000 £’000

Intangible assets 24 2,812
Property, plant and equipment 449 330
Inventories 1,790 1,242
Trade and other receivables 1,124 1,094
Trade and other payables (884) (884)
Taxation (170) (748)
Cash and cash equivalents 31 31
Loans and finance leases (1,850) (1,850)

Net assets acquired 514 2,027
Goodwill 10,387

Consideration including costs 12,414

Contingent consideration (1,524)
Provision for costs in 2007/08 (203)

Consideration excluding future costs — satisfied by cash 10,687
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33. Acquisitions continued
Acquisition of Composites Horizons Inc. continued
No amendments have been made to the provision fair values allocated to the net assets of Composites Horizons Inc.

As part of the acquisition of Composites Horizons Inc. additional consideration may be payable dependent on the future financial performance of the business. The
contingent consideration within the table above is based on a reasonable estimate of the position after taking into account all relevant information as at 31 March 2007.
However, dependent on the future performance of Composites Horizons Inc., a higher level of consideration may in the event be payable.

The carrying values pre-acquisition of the assets and liabilities have been extracted from the accounting records of Composites Horizons Inc., which were maintained in
accordance with US GAAP, as at 5 January 2007 and translated at actual exchange rates on that date. The provisional fair values of the assets and liabilities will be finalised in
the Group’s financial statements for the year ended 31 March 2008.

Fair value adjustments on intangible assets represents the separately identifiable intangible assets acquired as part of the acquisition such as order backlog and customer
relationship, with the tax effect of the recognition of these assets impacting on the taxation balance. Other fair value adjustments relate to reductions in the carrying value
of assets to align provisioning policies to those of the Group, or where specific issues, e.g. saleability of inventory, were identified at the time of acquisition.

Goodwill represents the value of the synergies arising from cross-selling existing products to new customers introduced by the acquisition and the value of the assembled
workforce and management team which are continuing within the business and have significant knowledge of the production process.

The separately identifiable intangible assets acquired as part of the acquisition can be analysed as follows:

£’000

Computer software 24
Order backlog at date of acquisition 301
Customer relationship 2,487

2,812

The results of Composites Horizons Inc. (excluding any adjustments relating to remuneration and costs of the previous owners) if it had been acquired at the beginning of
the year, would have been as follows:

£’000

Revenue 8,496
Operating profit 183

The results of the Group, if Composites Horizons Inc. (excluding any adjustments relating to remuneration and costs of the previous owners) had been acquired at the
beginning of the year would have been as follows:

£’000

Revenue 152,195
Operating profit 12,257

This information is not necessarily indicative of the results of operations that would have occurred under the management of the Group had the purchase been made at
the beginning of the year or future results of the combined operations, and only includes amortisation of intangible assets on acquisition since the date of acquisition.

The results of the acquisition, between the date of acquisition and the end of the financial year, are as follows:

£’000

Revenue 2,598

Operating profit 413

Analysed as:
Trading profit 524
Amortisation of intangible assets on acquisition (111)

Financial expense (2)

Profit before taxation 411

From the date of acquisition to 31 March 2007, Composites Horizons Inc. contributed £184,000 to the Group’s net operating cash flows, paid £2,000 in respect of interest,
£nil in respect of taxation and utilised £8,000 for capital expenditure. All intangible assets were recognised at their respective fair values. The residual excess over the net
assets acquired is recognised as goodwill in the accounts. 
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33. Acquisitions continued
c) Cash arising from acquisitions
The change in cash arising from acquisitions was £985,000 (2007: £11,493,000) arrived at as follows:

2008 2007
£’000 £’000

Acquisition of Composites Horizons Inc.
Consideration including costs less previous costs paid (1,727) (12,414)
Additional consideration recognised in year (752) —
Costs to be paid in later years 2,358 1,727

Cash consideration paid (121) (10,687)
Cash at bank and in hand — 31

(121) (10,656)

2008 2007
£’000 £’000

Acquisition of Coast Composites Inc.
Consideration including costs less previous costs paid (750) (1,490)
Costs to be paid in later years — 750

Cash consideration paid (750) (740)
Cash at bank and in hand — —

(750) (740)

2008 2007
£’000 £’000

Acquisition of Lamsco West Inc.
Consideration including costs less previous costs paid (151) (151)
Costs to be paid in later years 37 151

Cash consideration paid (114) —
Cash at bank and in hand — —

(114) —

2008 2007
£’000 £’000

Acquisition of Texstars Inc.
Consideration including costs less previous costs paid — (97)
Costs to be paid in later years — —

Cash consideration paid — (97)
Cash at bank and in hand — —

— (97)

d) Acquisitions made by the Company
During the year, the Company invested a total of £493,000 (2007: £1,519,000) in Hampson Precision Automotive (India) Private Limited. As a result of the further investment
in Hampson Precision Automotive (India) Private Limited, the Group’s shareholding at 31 March 2008 stood at 98% (2007: 94%). The carrying values before acquisition and
the fair values for each business were identical, and are immaterial to the Group, thus have not been disclosed.

During the year the Company invested a total of £nil (2007: £432,000) in Hampson Industries India Private Limited.
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34. Related party transactions
On 1 April 2007, an Executive Committee of the Board of Directors of Hampson Industries PLC was established, which includes, in addition to the Executive Directors, a
number of other senior managers with operational or functional responsibility within the Group. As a result, the Group extended its definition of key management
personnel under IAS 24 “Related Party Disclosures” to include those on the Executive Committee. Other than the individual remuneration of key management personnel,
see note 8, there have been no other transactions between key management personnel and the Company.

The Company has entered into transactions with its subsidiary undertakings in respect of internal funding loans and provision of Group services (including IT, accounting
and procurement services). Recharges are made for Group services based on the utilisation of those services.

Annual management recharges are levied by the Company to subsidiary undertakings to cover services provided, which for year ended 31 March 2008 amounted to
£5,553,000 (2007: £4,374,000). In addition to these services, the Company acts as a buying agent for certain Group purchases e.g. insurance, which are recharged based on
utilisation by the subsidiary undertaking.

Recharges are made to subsidiary undertakings for Group loans based on funding provided at an interest rate linked to the prevailing base rate of the country where the
undertaking is based. No recharges are made in respect of balances due to or from otherwise dormant companies. Total interest received by the Company from
subsidiary undertakings during the year was £9,129,000 (2007: £8,008,000) and total interest paid by the Company to subsidiary undertakings during the year was £236,000
(2007: £386,000)

Dividends of £1,000,000 were received by the Company from subsidiary undertakings during the year, no dividends were paid by the Company to subsidiary undertakings
during the year (2007: received: £1,700,000, paid: £nil).

The amount outstanding from subsidiary undertakings to the Company at 31 March 2008 totalled £127,159,000 (2007: £119,659,000). Amounts owed to subsidiary
undertakings by the Company at 31 March 2008 totalled £9,426,000 (2007: £6,503,000). The Company had no expense in respect of bad or doubtful debts of subsidiary
undertakings in the year (2007: £nil). 

The Company provides the Group’s defined benefit pension scheme, which is closed to accrual of further benefit. At 31 March 2008, both schemes were the responsibility
of Hampson Industries PLC. For further details, see note 32.

35. Post-balance sheet events
Refinancing of senior debt facilities
On 22 April 2008 the Group entered into a new, secured, multi-currency committed revolving credit facility and term loan facility. The new revolving credit facility will be
for a term of five years and for an initial amount of £90m. The new term loan will be for a term of five years and for an initial amount of £95m with repayments starting
after 18 months and amortising over the five year period to £54.5m after 54 months.

Acquisition of Odyssey Industries Inc. and Global Tooling Systems Inc.
On 2 May 2008, the Company announced that it had conditionally agreed to acquire 100% of the voting shares of Odyssey Industries Inc. and Global Tooling Systems Inc.
for a total consideration of up to a maximum of US$317m (£159.7m). The consideration will comprise a total initial consideration of US$256.3m (£129.1m), of which
US$216.3m (£109.0m) will be satisfied in cash with the balance being satisfied by the issue of 14,874,312 new Ordinary Shares to the vendor and further deferred
contingent consideration of up to US$60.7m (£30.6m) payable in cash dependent on the combined performance of Odyssey and GTS in the year ending 
31 December 2008.

The Company also announced a fully underwritten Placing and Open Offer of new Ordinary Shares at 135 pence per share to raise approximately £65m gross of expenses
to part-fund the acquisitions. The Open Offer is to be carried out on the basis of 1 Open Offer Share for every 4 existing Ordinary Shares held. The balance of the purchase
price is to be met through a combination of drawings under the new banking facilities and the issuance of shares to the vendor.

These acquisitions were approved by Shareholders at an Extraordinary General Meeting held on 3 June 2008. Due to the timing of this approval and the date at which
these accounts were signed, it is impractical to state the carrying values of the assets acquired and calculation of goodwill upon acquisition.
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FIVE YEAR RECORD
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Group financial record under IFRS 2005–2008
2008 2007 2006 2005

Income statement £’000 £’000 £’000 £’000

Continuing operations
Revenue 157,946 138,020 103,936 77,762
Trading profit 22,366 16,400 7,699 3,266
Operating profit 18,172 12,432 3,645 2,248
Net financing costs (8,989) (6,219) (2,912) (1,458)
Profit before taxation 9,183 6,213 733 790
Taxation (2,349) (2,689) (390) (514)
Profit for the year from continuing operations 6,384 3,524 343 276

Discontinued operations:
Post-tax results from discontinued operations (1,542) 461 8 (129)
Minority interests — — — 59
Net profit attributable to equity Shareholders 5,292 3,985 351 206

Earnings per share:
Earnings per share per 25p ordinary share
— before exceptional items, remeasurements and amortisation of intangibles* 12.96p 7.98p 4.68p 2.26p
— basic 7.18p 3.95p 0.53p 0.76p

Balance sheet:
Assets 211,013 203,818 178,392 97,963
Liabilities (130,034) (125,949) (105,911) (61,642)

80,979 77,869 72,481 36,321

Called up share capital 23,806 23,806 21,870 13,775
Reserves 57,094 53,988 50,571 22,605

Equity attributable to equity holders 80,900 77,794 72,441 36,380
Minority interests 79 75 40 (59)

80,979 77,869 72,481 36,321

* Remeasurements relate to changes in fair value of derivative financial instruments required under IAS 39. Amortisation of intangibles relate to amortisation of intangible
assets on acquisition required under IFRS 3.

Notes:
(a) Results for Bolsan West Inc. have not been reclassified from continuing operations to discontinued operations within the 2005 income statement figures.
(b) Results for Lattimer Limited and I.S. Parts International Inc. have not been reclassified from continuing operations to discontinued operations within the 2006 or 2005

income statement figures.
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Group financial record under UK GAAP 2004–2005
2005 2004 (a)

Profit and loss account £’000 £’000

Continuing operations:
Turnover 77,762 68,556
Operating profit/(loss) 1,955 (247)
Net financing costs/interest payable (1,441) (1,610)
Profit/(loss) before taxation 514 (1,857)
Taxation (475) 731
Profit/(loss) for the year from continuing operations 39 (1,126)

Discontinued operations:
Loss for the year from discontinued operations (129) —
Minority interests 59 —
Net (loss)/profit attributable to equity Shareholders (31) (1,126)

Earnings per share:
Earnings per share per 5p ordinary share (b)
— before significant and exceptional items 0.46p 0.77p
— basic (0.01)p (1.14)p

Balance sheet:
Assets 92,696 57,608
Liabilities (56,644) (46,385)

36,052 11,223

Called up share capital 13,775 5,908
Other reserves 22,336 5,315

Equity attributable to equity holders 36,111 11,223
Minority interests (59) —

36,052 11,223

Notes:
(a) The earnings per share figure has been calculated, where applicable, to account for share consolidations and scrip dividend alternative as a bonus issue of Ordinary

shares, although does not reflect the consolidation of share capital within the financial year ending 31 March 2006.
(b) Results for Bolsan West Inc., Lattimer Limited and I.S.Parts International Inc. have not been reclassified from continuing operations to discontinued operations within the

income statement figures.



14640 22/07/2008 Proof 11

HAMPSON AT A GLANCE
With a global footprint spanning three
continents, Hampson’s businesses
provide innovative engineering solutions
for performance-critical applications on
land, sea, in the air or in space.

02

CHAIRMAN’S STATEMENT
Further strong growth in earnings and
an increased final dividend.

04
CHIEF EXECUTIVE’S REVIEW
We can be confident of future growth
in our businesses and a positive outlook
for the future.

06

BUSINESS REVIEW
OPERATIONAL REVIEW
The successes achieved in 2007/08 are
again due to the collective efforts of
our people.

08

WELCOME TO HAMPSON INDUSTRIES PLC
WORLD-CLASS ENGINEERED SOLUTIONS

HAMPSON IS A DYNAMIC, INTERNATIONAL
GROUP SERVING THE GLOBAL AEROSPACE AND
AUTOMOTIVE TURBOCHARGER MARKETS. WE
DELIVER HIGHLY-ENGINEERED SOLUTIONS
FOR COMPLEX MANUFACTURING
CHALLENGES AND PERFORMANCE-
CRITICAL APPLICATIONS FOR SOME OF
THE WORLD’S MOST RESPECTED AND
INNOVATIVE COMPANIES

PARENT COMPANY
Hampson Industries PLC
7 Harbour Buildings, Waterfront West, Dudley Road,
Brierley Hill, West Midlands, DY5 1LN, United Kingdom
Registered number: 00631731

Tel: +44 (0)1384 485345
Fax: +44 (0)1384 472962
Web: www.hampsongroup.com

The Parent Company and subsidiaries are incorporated and operate in Great Britain unless shown otherwise. Ordinary share capital is wholly owned except for Hampson
Precision Automotive (India) Private Limited, which is 98% owned (100% owned from 27 May 2008).

PRINCIPAL SUBSIDIARIES

Location Country

Attewell Limited London UK

Worthing UK

BHW (Components) Limited Wigan UK

Hampson Aerospace Machining Limited Birmingham UK

Leicester UK

Alcester UK

Hampson Precision Automotive Limited Skelmersdale UK

Hampson Industries US Inc. Texas USA

Bolsan Company Inc.* Pennsylvania USA

Coast Composites Inc.* California USA

Composites Horizons Inc.* California USA

Global Tooling Systems Inc.* (acquired 9 June 2008) Michigan USA

Hampson Aerospace Inc.* Texas USA

Lamsco West Inc.* California USA

Odyssey Industries Inc.* (acquired 9 June 2008) Michigan USA

Texstars Inc.* Texas USA

Hampson Precision Automotive (India) Private Limited* Bangalore India

Hampson Industries India Private Limited Bangalore India

* Indicates companies where shares are held by intermediate parent undertakings.

PRINCIPAL MEMBERS OF THE GROUP
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TURBOCHARGERCOMPONENTS & STRUCTURES

AEROSPACE AUTOMOTIVE

COMPOSITES & TRANSPARENCIES

AEROSPACE

CAUTIONARY STATEMENT

This Annual Report contains forward looking
statements which are made in good faith based on
the information available at the time of its approval.
It is believed that the expectations reflected in these
statements are reasonable but they may be affected
by a number of risks and uncertainties that are
inherent in any forward looking statement which
could cause actual results to differ from those
currently anticipated.

Front cover image:
Siegfried Carreon has been employed by Coast
Composites Inc based in Los Angeles, California, USA
for the last five years. He is a valued and experienced
welder for Invar 36 moulds and mandrels used for
composite part fabrication.
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HAMPSON INDUSTRIES PLC
ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2008

HAMPSON INDUSTRIES PLC
7 Harbour Buildings, Waterfront West, Dudley Road,
Brierley Hill, West Midlands, DY5 1LN, United Kingdom
Telephone: +44 (0)1384 485345
www.hampsongroup.com

ENGINEERING INNOVATION
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