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22 November 2022 

Driving operational improvement, building resilience, and pursuing growth 

Statutory results  

 

30 September 

2022 

30 September 

2021 (restated)* 

Revenue  £2,144.0m £2,126.1m 

Operating profit £72.8m £75.4m 

Basic earnings per share 6.8p 10.3p 

Cash generated from operations £75.2m £(10.5)m 

Underlying results (note ii) 
 

 

30 September 

2022 

30 September 

2021 (restated)* 

Contract backlog (note iii) £9.9bn £10.4bn 

Underlying operating profit (note iv.24 Tm
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Key highlights 
Entering the period, we outlined three strategic pillars for the business: to further stabilise our foundations; to optimise execution; and 
to pursue growth opportunities. We have made significant progress against each. 
 
Stabilise 
We are concluding our portfolio alignment programme with the agreement to sell part of our Aerial Emergency Services and civil 
training businesses. With the balance sheet now stronger and our new operating model, people strategy and ESG strategy in place, we 
have largely achieved our aim of stabilising the business as we progress through the second year of our turnaround. 
 
Execute 
Driving operational excellence 

o Risk management process for global procurement implemented 
o Increasing operational performance and improving customer delivery demonstrated by transformation of Defence 

Support Group (DSG) contract 
o Introduced a new centre-led commercial function with a focus on optimising commercial risk management 
o Launched a global Business Management System designed to standardise processes across the Group     
o Significant progress in driving cultural change, completing first Group-wide survey of employees in more than 10 

years, with high response rates 
o Increased focus on ESG to achieve targets, mitigate risk and win business, as we embed environmental factors more 

frequently in bidding   
Enhancing resilience 

o Largely mitigated inflation effects during the period through efficiencies and savings, with visibility through FY23 
from UK pay deal (93% agreed) and improved commercial process to minimise future pricing risks 

o Strengthened balance sheet with the UHSD\PHQW�RI�ş��� million Euro bond in October 2022, and reduced exposure 
to interest rate fluctuations ZLWK�DURXQG�����RI�WKH�*URXSŒV�GHEW�DW�IL[HG�UDWHV, up from c.70%. No requirement for 
refinancing until 2026 for c.£1.5 billion debt facilities 

 
Grow  

¶ Actions taken to create a more focused Group, FDSDEOH�RI� GHOLYHULQJ�RXU� FXVWRPHUVŒ� QHHG for affordability, availability and 
capability, mean Babcock is well placed to capture emerging near and longer-term growth opportunities against an increasingly 
supportive defence backdrop: 

o Secured two further contracts in HY23 UHODWLQJ�WR�3RODQGŒV�0,(&=1,.�IULJDWH�SURJUDPPH��DQG�LQ�DFWLYH�GLVFXVVLRQV�
with other potential Arrowhead 140 export customers 

o Signed a c.£500 million, 10-\HDU�FRQWUDFW� WR�XSJUDGH��RSHUDWH�DQG� VXSSRUW�$XVWUDOLDŒV defence high frequency 
communications capability  

o Won a six-year contract with the Royal Navy to install and provide in-service support for the maritime 
Communications Electronic Support Measures capability on Type 23 frigates 

o Won five-year contract to manage the sustainment of Royal Australian Navy ships 
o 6XSSRUWLQJ�WKH�8.�02'ŒV�VKRUW-term operational requirements in Eastern Europe, including demand for training and 

equipment refurbishment  
 
 
 
 
 
 
 
Results presentation: 
A webcast presentation for investors and analysts will be held on 22 November 2022 at 09:00 am (UK time). The presentation will 
be webcast live and subsequently will be available on demand at www.babcockinternational.com/investors/results-and-
presentations. A transcript of the presentation and Q&A will also be made available on our website. 
 
A conference call dial-in is also available for analyst Q&A:  
International Access: +44 (0) 33 0551 0200 
UK Toll Free:  0808 109 0700 

For further information: 
Andrew Gollan, Director of Investor Relations +44 (0)7850 978 741 
Kate Hill, Group Director of Communications +44 (0)20 7355 5312 
Tulchan Communications +44 (0)20 7353 4200 
  

http://www.babcockinternational.com/investors/results-and-presentations
http://www.babcockinternational.com/investors/results-and-presentations
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Notes to statutory and underlying results on page 1 
Note i ŏ Prior period adjustments: As announced in the FY22 preliminary results, the Group has re-examined the presentation of revenue 
and cost of revenue in relation to pass-WKURXJK� UHYHQXH�RQ� WKUHH�RI� WKH�*URXSŒV� FRQWUDFWV�� 7KH�*URXS�KDG�SUHYLRXVO\� WDNHQ� WKH�
judgement that it acted as a principal in these arrangements, informed by the contractual terms and practical delivery of the contract 
to the customer. This approach was disclosed as a judgemental area in the annual report. Following the transition to the GrouSŒV�QHZ�
auditors, this has been further considered and the Group has reassessed this judgement, which had always been a finely balanced one. 
This change of judgement means that revenue and cost of revenue are now presented net for these contracts. Restatement of the 
financial information in accordance with the new accounting policy results in a decrease in revenue and a decrease in cost of revenue 
of £97 million in the six months ended 30 September 2021 (no impact on profit). The restatement also removed pass-through revenue 
from the contract
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CEO STATEMENT  
 

We are starting to see good progress from our focus on better execution, with improvements in both our financial resilience and operational 
delivery. This puts us on a stronger footing to deliver sustained, 
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Execute: managing financial risk 
 
The actions taken WR�VWDELOLVH�WKH�*URXSŒV�ILQDQFLDO�EDVH�WDNHQ�LQ�)<���KDYH�HQDEOHG�us to proactively manage financial risks and enhance 
our resilience in HY23 against a volatile macro-economic environment.  
 
On inflation and supply chain: Approximately 70% of our revenue base has some measure of Babc/

/Fb
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Outlook 
 
We expect to see continued operational progress from our focus on execution and growth. 
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OTHER INFORMATION 
 
Dividend 
No ordinary dividends have been paid or declared for the six months ended 30 September 2022. 
 
Board changes 
Two Non-Executive Directors retired in the period. In July 2022 Russ Holden retired after two years of service, and Kjersti Wiklund retired 
in September 2022 after four years of service. Kjersti was succeeded in her role as Remuneration Committee Chair by Carl-Peter 
Forster.  In October the Board announced the appointment of Jane Moriarty as Non-Executive Director with effect from  
1 December 2022. 
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FINANCIAL REVIEW 
 

Group statutory results 

 

30 September 

2022 

£m 

30 September 2021 

(restated)* 

£m 

Revenue 2,144.0 2,126.1 

Operating profit 72.8 75.4 

Other income  – 6.2 

Share of results of joint ventures and associates 6.6 9.6 

Investment income 0.4 0.4 

Other net finance costs (28.6) (32.8) 

Profit before tax 51.2 58.8 
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Exchange rates 
The translation impact of foreign currency movements, in particular recent weakness of GBP, resulted in an increase in revenue of 
£14.1 million and an increase in underlying operating profit of £1.5 million. The main currencies that have impacted our results are 
the Canadian Dollar, South African Rand, Euro and Australian Dollar. The currencies with the greatest potential to impact our results 
are the Euro, the South African Rand and the Canadian Dollar: 

¶ A 10% movement in the Euro against Sterling would affect revenue by around £25 million and underlying operating profit by 
around £0.5 million per annum. 

¶ A 10% movement in the South African Rand against Sterling would affect revenue by around £14 million and underlying 
operating profit by around £1.7 million per annum 

¶ A 10% movement in the Australian Dollar against Sterling would affect revenue by around £11 million and underlying 
operating profit by around £0.6 million per annum 

¶ A 10% movement in the Canadian Dollar against Sterling would affect revenue by around £6 million and underlying operating 
profit by around £0.5 million per annum 

 
Disposal programme 
Our plan for disposals has been assessed and does not meet the criteria for any assets to be classed as held for sale under IFRS 5. 
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Cash flow and net debt 
 

Statutory cash flow summary 

 

30 September 2022 

£m 

30 September 2021 

(restated)* 

£m 

Profit for the year   37.0 54.2 

Net cash flows from operating activities 48.9 (40.3) 

Net cash flows from investing activities (29.8) (38.8) 

Net cash flows from financing activities 38.4 (86.5) 

Net increase/(decrease) in cash, cash equivalents and bank overdrafts   57.5 (165.6) 

* Refer to Note 3 of the interim financial ssh
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Underlying cash performance 
 

Underlying operating cash flow 
Underlying operating cash flow for the period after capital expenditure was an inflow of £77.0 million, compared to an outflow of 
£58.9 million in the prior period. This represented operating cash conversion of 63% (HY22: (51) %) on the underlying operating profit. 
Underlying operating cash flow is defined as cash flow before pension deficit payments, dividends from JVs, interest and tax payments, 
and cash flows related to exceptional items.  
 
Movements in working capital 
The movement in working capital for the period was an outflow of £48.8 million compared to an outflow of £140.1 million last year, 
which included higher payments associated with the unwind of the past practice of period-end management of working capital. In 
addition, HY23 included earlier than anticipated customer receipts on large contracts.  
 
Capital expenditure 
Net capital expenditure decreased to £36.9 million (HY22: £72.1) million). Gross capex of £52.8 million (HY22: £77.7 million) was 
lower than anticipated 
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OPERATIONAL REVIEWS 

Marine 
 

Financial review 

  
30 September 2022 30 September 2021  
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Land 
 
Financial review 

  

30 September 2022 30 September 2021 

(restated)* 

Contract backlog  £2.4bn £2.4bn 

Revenue  £478.2m £510.1m 

Underlying operating profit £38.0m £29.8m 

Underlying margin  7.9% 5.8% 

* Refer to Note 3 of the interim financial statements for details regarding the prior period restatement 

 

Revenue and underlying operating profit bridge: 

 

 

30 September 2021 

(restated)*  

£m 

FX
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Measure Closest 

equivalent 

IFRS 

measure 

Definition and purpose 
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Cash flow 

measures 

      

Net capital 

expenditure 

No direct 

equivalent 

Property, plant and equipment and intangible assets, less proceeds on 

disposal of property, plant and equipment 

- Includes underlying operating cash flow to calculate underlying 

operating cash conversion   

 

Underlying 

operating cash 

conversion 

 No direct 

equivalent 

Underlying operating cash flow after capital expenditure as a percentage 

of underlying operating profit 

- 8VHG�DV�D�PHDVXUH�RI�WKH�*URXSŒV�HIILFLHQF\�LQ�FRQYHUWLQJ�SURILWV�LQWR�

cash  

Ratio ŏ N/A  

Underlying free 

cash flow 

 No direct 

equivalent 

Underlying free cash flow includes cash flows from exceptional items and 
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Risks and uncertainties 
The principal risks and uncertainties affecting the Group are listed below and are set out in more detail in the Company's Annual Report and 

Financial Statements 2022, which should be read in conjunction with this announcement when published. This list is not a substitute for 

UHDGLQJ�WKH�&RPSDQ\
V�$QQXDO�5HSRUW�DQG�)LQDQFLDO�6WDWHPHQWV������LQ�IXOO��7KH�*URXSŒV�SULQFLSDO�ULVNV�DQG�XQFHUWDLQWLHV�DUH� 

 

Existing markets: we rely heavily on winning and retaining large contracts with a relatively limited number of major clients, whether in the UK, 

particularly the Ministry of Defence, or overseas, many of whom are (directly or indirectly) owned or controlled by government (national or 

local) and/or are (wholly or partly) publicly funded 

 

New markets: We seek new markets and contracts for our services both with existing and new customers, whether in territories where we are 

already established or in territories where we are not 

 

Financial resilience: The Group is exposed to a number of financial risks, some of which are of a macroeconomic nature (for example, foreign 

currency, interest rates) and some of which are more specific to the Group (for example, liquidity, covenant headroom and credit risks) 

 

Contract performance: We operate large contracts, which often requires us to price for the long term and for risk transfer. Our contracts may 

include fixed price which assumes inflation risk 

 

Business interruption: Failure to withstand the impact of an event or a combination of events may significantly disrupt all or a substantial part 

RI�WKH�*URXSŒV�EXVLQHVV 

 

Operational resilience: We are undertaking multiple change programmes with the introduction of a new strategy, a new operating model to 

restructure the shape of the Group, and a new people strategy, as well as undertaking the rationalisation of both the business portfolio and 

our property portfolio. Additionally, there are several new material opportunities that the Group may pursue ŏ some in new geographies ŏ that 

may further stretch management bandwidth  

 

Health, safety and environmental: Our operations entail the potential risk of significant harm to people, property or the environment, wherever 

we operate across the world 

 

Regulatory and compliance burden: Our businesses are subject to the laws, regulations and restrictions of the many jurisdictions in which they 

operate 

 

People: We operate in many specialised engineering and technical domains, which require appropriate skills and experience  

 

Pensions: The Group has significant defined benefit pension schemes in the UK, which provide for a specified level of pension funds to scheme 

members 

 

IT and security: A key factor for our customers is our ability to deliver secure IT and other information assurance systems to maintain the 

confidentiality of sensitive information  

 

Acquisitions and disposals: We have built our core strengths organically and through acquisition. Decisions to acquire companies, as well as 

the process of their acquisition and integration, are complex, time-consuming and expensive. If we believe tKDW�D�EXVLQHVV�LV�QRW�ŔFRUHŕ�ZH�

may decide to sell that business 

 

Emerging risks: In addition, as part of its risk work, the Group is monitoring two further risks. Both risks are not standalone risks but affect several 

RI�WKH�*URXSŒV�SULQFLSDO�ULVNV� The two risks are: 

 

Inflation: The global economy is experiencing increasing inflationary pressure, both in terms of supplier costs and in terms of labour rates. The 

inflationary environment may be exacerbated by the conflict in Ukraine. The Group has a number of long-term contracts, which may include 

fixed price elements or saving commitments. 
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Condensed consolidated cash flow statement (unaudited) 
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 Note 

Six months 

ended 

30 September 

2022 

£m  

Six months 

ended 

30 September 

2021 (restated *) 

£m  

Cash flows from operating activities    

Profit for the period  37.0 54.2 





Notes to the consolidated financial statements continued (unaudited) 
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1. Basis of preparation and significant accounting policies (continued) 
Key sources of estimation uncertainty 

7KH�DSSOLFDWLRQ�RI�WKH�*URXSŒV�DFFRXQWLQJ�SROLFLHV�UHTXLUHV�WKH�XVH�RI�HVWLPDWHV��7KH�NH\�VRXUFHV�RI�HVWLPDWLRQ�XQFHUWDLQW\�Dt the end of the 

reporting period that may have a significant risk of causing a material adjustment to the carrying amount of assets and liabilities within the next 

financial year are set out below: 

¶ Revenue and profit recognition: 7KH�*URXSŒV�UHYHQXH�UHFRJQLWLRQ�SROLFLHV�DUH�VHW�RXW�LQ�QRWH���RI�WKH�DQQXDO�UHSRUW�IRU�WKH�\HDU�HQGHG�

31 March 2022. Management estimates outturn costs on a contract-by-contract basis and estimates are carried out by suitably qualified 

and experienced personnel. Estimates of cost to complete include assessment of contract contingencies arising out of technical, 

commercial, operational and other risks. The assessments of all significant contract outturns are subject to review and challenge, and 

judgements and estimates are reviewed regularly throughout the contract life based on latest available information and adjustments 
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Notes to the consolidated financial statements continued (unaudited) 
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3. Prior period restatements (continued) 
Six months ended 30 September 2021 





Notes to the consolidated financial statements continued (unaudited) 
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5. Net finance costs 

 

Six months 
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9. Trade and other receivables and contract assets 

 

 

30 September 

2022 

£m 

31 March 

2022 

£m 

Non-current assets  
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11. Financial instruments  



 

46
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14. Retirement benefits and liabilities (continued) 

The amounts recognised in the Group income statement are as follows: 

 

30 September 

2022 

£m 

30 September 

2021 

£m 

Current service cost 13.1 15.8 

Incurred expenses 3.4 3.7 

Total included within operating profit 16.5 19.5 

Net interest (credit)/cost (3.6) 2.6 

Total included within income statement 12.9 
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16. Related party transactions 
Related party transactions for the six months ended 30 September 2022 are: sales to joint ventures and associates of £18.8 million (six months 
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Interim financial information


