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Babcock International Limited
Strategic report for the year ended 31 March 2020

The directors present their Strategic report on the Company for the year ended 31 March 2020.

Principal activities

The principal activities of the Company continue to be that of a Group finance company within the
Group headed by Babcock International Group PLC.

"Review of the business - o ‘ - 2020 2019
£°000 £000-
Loss for the financial year ‘ ' (844) (1,699)

The loss for the year is reduced primarily due to the smaller foreign exchange Iosses that arose
~in the current year. There has been a retum of capital’ of £20,337,910 (2019: £nil) from
subsidiaries dissolved during the year. A dividend of £394,653 (2019: £nil) was received from
subsidiaries dissolved during the year. The company is in a net asset position of £19,088,000
(2019: £20,295,000). The directors regard the posmon of the company at the year-end to be
satlsfactory

Principal risks and uncertainties

The management of the business and the execution of the Company’s strategy are subject to a
number of risks and uncertainties. These are managed through the operational review process
_supplemented at Group level by independent challenge and review by the Group Risk Manager
and the Audit and Risk Committee.

The impact of COVID-19 has been minimal on the company given the nature of the services
provided by the Company to the Group and employees have been able to work remotely and
continue to support the Group to an equivalent level.

Further discussion of these risks and uncertainties in the context of the Group as a whole and
including the expected impact of Covid-19 is provided on pages 80 to 92 of the annual report of
Babcock International Group PLC, which does not form part of this report.

Future developments

There are no plans to alter significantly the business of the Company.

Key performance indicators

The Company’s activities are managed on a divisional ‘basis. For this reason, the Company’s’
directors believe that analysis using key performance indicators for the Company is not necessary
or appropriate for an understanding of the development, performance or position of the Company.
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Babcock International Limited

Strategic report for the year ended 31 March 2020 (cqntinued)

$172(1) statement-and stakeholder engagement

The Directors have acted in a way that they consider, in good faith, to be most likely to promote
the long-term success of the Company for the benefit of the Shareholders as a whole while
having regard for all stakeholders. Stakeholder engagement is managed in accordance with.
Group policies and procedures which are discussed on pages 30 and 31 of the annual report of
Babcock International group PLC, which does not form part of this report.

On behalf of the Board_s—#
Director

1 December 2020

“ | Urquhart
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Babcock International Limited

Directors’ report for the year ended 31 March 2020

The directors present their report and the audited financial statements of the Company for the
year ended 31 March 2020.

Dividends

No dlwdend was pald during the financial year (2019: £nil). No final dividends for the year ended
31 March 2020 have been proposed by the dlrectors (2019: £nil).

Future developments
There are no plans to alter significantly the business of the Company.
] ‘Financial risk managemeht

The Company’s operations expose it to a variety of financial risks that include the effects of
changes in credit risk, liquidity risk and interest rate risk. The Company has in place a risk
management programme that seeks to limit adverse effects on the financial performance. of
the Company by monitoring levels of debt finance and the related finance costs.

All treasury transactions are carried out only with prime rated counter-parties. Financial Risk is
managed in accordance with Group policies and procedures which are discussed on pages 65 to
67 and Note 2 of the annual report of Babcock International Group PLC, whlch does not form part
of this report.

Given the size of the Company, the directors have not delegated the responsibility of -
monitoring financial risk management to a sub-committee of the board. The policies set by
the board of directors of Babcock International Group PLC are implemented by the Group
and Company's finance departments. The department has a policy and procedures manual
that sets out specific guidelines to allow it to manage interest rate risk, credit risk and
circumstances where it would be appropriate to use financial instruments to manage these.

Credit risk
Cash and bank balances are held W|th banks that have been asmgned satisfactory cred|t
ratings by international credit rating agencies.

Liquidity risk

The Company retains access to pooled cash resourcés to ensure it has suffi cnent available
‘funds for operations. The Company also has access to longer term funding from its ultimate
parent undertaking if required.

Interest rate cash flow risk

The Company has both interest-bearing assets and interest-bearing liabilities. The interest-
bearing assets eamn interest at a floating rate. Interest-bearing liabilities accrue interest at a
floating rate. The Company does not use derivative financial instruments to manage interest
rate costs and, as such, no hedge accounting is applled
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Babcock International Limited

Directors’ report for the year ended 31 March 2020 (continued)_

Directors

"The directors who held office during the year and up to the date of signing the Annual Report were
as follows:

{ Urquhart
F Martinelli
N Borrett

Statement of directors’ respo'nsibilitie’s in respect of the financial statements

The d|rectors are responsible for preparing the Annual Report and the financial statements |n
-accordance with applicable law and regulation.

Company law requires the directors to prepare financial statements for each fmancnal year. Under
that law the directors have prepared the financial statements in accordance with United Kingdom
. Generally Accepted Accounting Practice (United Kingdom Accounting Standards, comprising
FRS 101 “Reduced Disclosure Framework”, and applicable law). Under company law the
directors must not approve the financial statements unless they are satisfied that they give a true.
and fair view of the state of affairs of the company and of the profit or loss of the company for that
period. In preparing the financial statements, the directors are required to:

& select suitable accounting policies and then apply them consistently;

+ state whether applicable United Kingdom Accounting Standards, comprising FRS 101,
have been followed, subject to any material departures disclosed and explained in the
financial statements;

e make judgements and accounting estimates that are reasonable and prudent; and

e prepare the financial statements on the going concern basis unless it is inappropriate to
presume that the company will continue in business.

The directors are also responsible for safeguarding the assets of the company and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities.

The directors are responsible for keeping adequate accounting records that are sufficient to show
and explain the company's transactions and disclose with reasonable accuracy at any time the
financial position of the company and enable them to ensure that the financial statements comply
with the Companies Act 2006. A .

Directors’ confirmations

In the case of each director in office at the date the Directors’ Report is approved:

¢, so far as the director is aware, there is no relevant audit information of which the
company’s auditors are unaware; and

¢ they have taken all the steps that they ought to have taken as a director in order to make
themselves aware of any relevant audit information and to establish that the company’s
auditors are aware of that information.
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‘Babcock International Limited
Directors’ report for the year ended 31 March 2020 (continued)

Qualifying third party indemnity provisions

Babcock International Group PLC provides protections for directors of companies within the
Group against personal financial exposure they may incur in their capacity as such. These include

" qualifying third party indemnity provisions (as defined by Companies Act 2006) for the benefit of
members of Babcock International Group PLC, including, where applicable, in their capacity as a
director of the Company and other companies within the Group. These indemnities came into
force in 2012 and remain in force.

Statement of engagement with customers employees suppliers and others in a business
relationship with the Company

‘The Direc_t'ors have regard to the need to foster the Company’'s business r'elationship‘ ‘with
customers, employees, suppliers and others, and the effect of that regard, including on principal -

decisions taken by the Company during the financial year. Please refer to the Company’s Section
172(1) statement in the Strategic Report.

Reappountment of independent audltors

PncewaterhouseCoopers LLP were reappomted as auditors at the Annual General Meetlng on
4" August 2020

On behalf of the board e

| Urquhart

- Director
1 December 2020
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Babcock International Limited

Independent auditor’s report to the members of Babcock International Limited
Report on the audit of the financial statements
Opinion

In our opinion, Babcock Intenational Limited’s financial statements:

e give a true and fair view of the state of the company’s affairs as at 31 March 2020 and of

its loss for the year then ended;

¢ have been properly prepared in accordance with United Kingdom Generally Accepted
- Accounting Practice (United Kingdom Accounting Standards, comprising FRS 101"
“Reduced Disclosure Framework”, and applicable law); and

"& have been prepared in accordance with the requwements of the Compames Act 2006.

-.We have audited the financial statements, included within the Annual report and financial

statements (the “Annual Report”), which comprise: the Statement of financial position as at 31
March 2020; the Income statement, the Statement of comprehensive income and the Statement

of changes in equity for the year then ended ; and the notes to the financial statements, which

include a descrlptron of the significant accountlng policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)")
and- applicable law. Our responsibilities under ISAs (UK)-are further described in the Auditors’

responsibilities for the audit of the financial statements section of our report. We believe that the

audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

We remained independent of the company in accordance with the ethical requirements that are
relevant to our audit of the financial statements in the UK, which includes the FRC’s Ethical
Standard, and we have fulfilled our other ethical responsrbrlrtres in accordance with these
requirements. -

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relatlon to which ISAs (UK) reqmre '

us to report to you where:

¢ the directors’ use of the going concern basis of accountmg in the preparatlon of the
financial statements is not appropriate; or

o the directors have not disclosed in the financial statements any identified material
- uncertainties that may cast significant doubt about the company’s ability to continue to
adopt the going concern basis of accounting for a period of at least twelve months from
the date when the financial statements are authorised for issue.

However, because not all future events or condrtrons can be predrcted this statement is not a
guarantee as to the company’s ability to continue as a going concern.

Registered number 00065805 ' ‘ Page 7




" Babcock International Limited -

Independent auditors’ report to the members of Babcock Internatuonal L|m|ted
(continued)

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial
statements and our auditors’ report thereon. The directors are responsible for the other
_information. Our opinion on the financial statements does not cover the other information and,
accordingly, we do not express an audit opinion or, except to the extent otherwise explicitly stated
in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
. the financial statements or our knowledge obtained in the audit, or otherwise appears to be
materially misstated. If we identify an apparent material inconsistency or material misstatement,
we are required to perform procedures to conclude whether there is a material misstatement of
the financial statements or a material misstatement of the other information. If, based on the work
we have performed, we conclude that there is a material misstatement of this other information,
we are required to report that fact. We have nothing to report based on these responsibilities.

-With respect to the Strategic Report and Directors” Report, we also considered whether the
disclosures required by the UK Companies Act 2006 have been included:

Based on the responsibilities described above and our work undertaken in the course of the audit,
-1SAs (UK) require us also to report certain opinions and matters as described below.

Strategic Report.and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in
the Strategic Report and Directors’ Report for the year ended 31 March 2020 is consistent with
the financial statements and has been prepared in accordance with applicable legal requirements.

In light of the knowledge and understanding of the company and its environment obtained in the
course of the audit, we did not identify any materlal misstatements in the Strateglc Report-and
Directors’ Report.

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Statement of directors’ responsibilities in respect of the financial
statements, the directors are responsible for the preparation of the financial statements in
accordance with the applicable framework and for being satisfied that they give a true and fair
view. The directors are also responsible for such internal control as they determine is necessary
to. enable the preparation of financial statements that are free from materlal misstatement,
whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’ s
ability to continue as a gomg concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors either intend to liquidate the
company or to cease operations, or have no realistic alternative but to do so.

Registered number 00065805 ' ' Page 8




~Babcock Infernationa‘l Limited - |

Independent auditors’ report to the members of Babcock International lelted
(contmued) '

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditors'
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
“guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

. A further description of our responsibilities for the audit of the financial statements is located on

. the FRC's website at: www.frc.org.uk/auditorsresponsibilities. This descnptlon forms part of our

audltors report.

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members
‘as a body in accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other
purpose. We do not, in giving these opinions, accept or assume responsibility for any other
purpose or to any other person to whom this report is shown or into whose hands it may come
save where expressly agreed by our prior consent in writing.
Other required reporting
Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:

e we have not received all the information and explanations we require for our audit; or

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

+ certain disclosures of directors’ remuneration specified by law are not made; or
¢ the financial statements are not in agreement with the accounting records and returns.
We have no exceptions to report arising from this responsibility.

B0l

Sasha Lewis (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Southampton

9 December 2020

Registered number 00065805 ‘ ' Page 9




Babcock International Limited

income statement
For the year ended 31 March 2020 ‘ ‘
Note . . 2020 2019

£'000 £000

Administrative expenses - ; (723) (1,232)
Operating loss ‘ ' 4 o (723) . (1.232)
Income from shares in group undertakings 9 - 395 o
Finance income ‘ 5 . 200 192
Finance costs _ o 5 ... (973)  _____ (658).
Loss before income tax ' , - ' - (1,101) (1,698)
‘Tax on loss | . _ : | 6 .. 257 (1)
Loss for the financial year ' . ' (844) ( ,699_)»

All of the above results derive from continuing operations,

Statement of comprehensive income
For the year ended 31 March 2020

2020 2019

£'000 £'000
Loss for the financial year .. (844) (1,699) .
Total comprehensive loss for the year B 4 T (844) ’ ‘(1 699).
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Babcock International Limited
Statement of ﬁnancial position

As at 31 March 2020

Non-current assets

" Tangible assets
Right of use assets
Investments
Trade and other receivables
Deferred tax

Current assets '
Trade and other receivables =
Cash and cash equivalents

Current liabilities ‘

Trade and other payables amounts falling due
" within one year

Lease liabilities

Net current assets

Total assets less current liabilities

Non-current liabilities

Trade and other payables : amounts falling due
after more than one year

Lease liabilities

Net assets

Equity

Called up share capital
Share premium account
Retalned earnings

Total shareholders’ funds

Note

O 00 N

-
H O

10

M

12

11

12

13

2019 .

2020
£'000 £000
271 434
6,539
500 20,838
10,000 10,305
329 72
17639~ 31649
530,606 508,891
530,608 508,893
(503,005) (493,808)
~(1,240) . -
| '(504 245) (493 808)‘"'
26,363 " 15,085
44,002 46734
(18,469) (26,439)
(6,445) _ 2,
(24,914) (26,439)
19,088 20,295
10,500 10,500
4,633 4,633
3985 = 5162
19,088 20,295

The notes on pages 13-27 are an integral part of these financial statements.

The financial statements on pages 10-27 were approved by the Board of directors and signed on

its behalf by: o

| Urquhért
Director
1 December 2020

Regiétered number 00065805
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Babcock International Limited "

Statement of changes in equity

For the year ended 31 March 2020

_Balance at 1 April 2018

Loss for the financial year

Total comprehensive loss

Bélance at 31 March
2019 , e

Adjustment on transition to

-IFRS 16 at 1 April 2019

Loss for the financial year

Total comprehensive loss

Balance at 31 March
2020

Registered number 00065805

Called-up Share Total
share premium Retained ,
capital account earnings Shareh":ﬁﬁ:’ss
; 000 £ 000 £'000 £000
10,500 4,633 _6.861 21,994
- _ = (1,699) (1.699)
= = (1,699) (1,699)
10,500 4,633 5,162 20,295
- - (363) (363)
= - . (844) (844) .
10,500 4,633 3,955 19,088

Page 12




Babcock International Limitéd

NAotes to the financial statements

1 General information

Babcock International Limited is a private company limited by shares which is incorporated and
domiciled in England. The address of the registered office is 33 Wigmore Street, London W1U
QX

2 Summary of significant accounting pgli’cies

. The principal accounting policies applied in the preparation of these financial statements are set
out below. These policies have been consistently applied to all the years presented except as
specified below:

Adoption of new and revised standards

The Company applied for the first time certain standards and amendments which are effective
. for annual periods beginning on or after 1 January 2018. The Company has not early adopted
any other standard, interpretation or amendment that has been issued if it is not yet effective.

IFRS 16 ‘Leases’ has been adopted in the year (effective 1 January 2019) and replaces IAS 17
as the definitive accounting standard for the recognition, measurement and disclosure of leases.
The Company has adopted the standard from 1 April 2019.

Under the new standard, the Company has now recognised all leases, where the Company is a
lessee, on the balance sheet as the distinction between finance leases and operating leases has
been removed. Both short-term leases and low-value leases are exempt from IFRS 16, and
instead their lease payments continue to be recognised as expenses on a straight-line basis. The
approach for lessors has remained largely unchanged.

The Company has adopted the modified retrospective transition approach, with the right-of-use
assets measured at the present value of the minimum lease payments at the inception date less
accrued depreciation and any impairments. The difference between the right-of-use assets and
lease liabilities on the date of transition of £363,000 is taken to retained earnings. Comparatlve
figures have not been restated for the year ended 31 March 2019.

The following practical expedients have been adopted on transition:
» Single discount rates have been applied to portfolios of leases with similar characteristics
* IFRS 16 has only been applied to contracts that were previously classified as leases

Right-of-use assets are held at cost less accumulated depreciation and impairment. Any
impairments are determined in line with IAS 36, “Impairment of Assets”. Depreciation is charged
on a straight-line basis over the full length of the lease.

Lease liabilities decrease over time by the net of lease payments made and the interest accrued.

Interest is charged to the income statement as the effect of discounting the future lease payments
is unwound.

Basis of preparation

The financial statements have been prepared in accordance with Financial Reporting Standard -

101, ‘Reduced Disclosure Framework’ (FRS 101). These financial statements are prepared on a
going concern basis, under the historical cost convention. The financial statements are prepared
in sterling which is the functional currency of the Company and rounded to the nearest £'000.

Registered number 00065805 ' ' Page 13
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‘Babcock International Limited

Notes to the financial statements (continued)

2 Summary of significant accounting policies (continued)

The preparation of financial statements in conformity with FRS 101 requires the use of certain
critical accounting estimates. It also requires management to exercise its judgement in the
process of applying the Company’s accounting policiés. The areas involving a higher degree of
judgement or complexity, or areas where assumptions and estimates are significant to the
financial statements are disclosed in note 3. :

The Company is a wholly owned subsidiary of Babcock Holdings Limited, a company incorporated.
in England and Wales. The Company’s ultimate parent company and ultimate controlling party is
Babcock International Group PLC. It is included in the consolidated financial statements of
Babcock International Group PLC which are publicly available. Therefore the company is exempt
by virtue of section 400 of the Compames Act 2006 from the requurement to prepare consolldated
financial statements

The following exemptlons from the requlrements of IFRS have been applled in the preparatlon of
- these fmancnal statements, in accordance with FRS 101:

a) IFRS 7, 'Financial instruments: Disclosures’

b) Paragraphs 91 to 99 of IFRS 13 ‘Fair value measurement’ (disclosure of valuation
techniques and inputs used for fair value measurement of assets and liabilities) '

¢) Paragraph 38 of IAS 1, ‘Presentation of financial statements’ comparative information in
respect of: ,

- paragraph 79(a) (iv) of IAS 1 Share capital and reserves; and

- paragraph 73(e) of IAS 16 Property, plant and equipment.

d) The requirements of paragraph 52, the second sentence of paragraph 89, and paragraphs
90, 91 and 93 of IFRS 16 Leases.

€) The following paragraphs of IAS 1, ‘Presentation of financial statements’

- 10(d), 10(f), 16, 38, 40, 111, and 134 136

f) IAS 7, ‘Statement of cash flows’

g) Paragraph 30 and 31 of IAS 8 ‘Accounting policies, changes in accounting estimates and
errors’

h) Paragraph 17 of IAS 24, ‘Related party transactions’ in respect of key management
compensation

i) The requirements of IAS 24, ‘Related party disclosures’ to disclose related- party
transactions entered into between two or more members of a group.

After making enquiries, the directors have a reasonable expectation that the Company has
adequate resources to continue in operational existence for the foreseeable future. The impact of
COVID-19 has been minimal on the company given the nature of the services provided by the
Company to the Group and employees have been able to work remotely and continue to support
the Group to an equivalent level. Accordingly, the directors consider it appropriate to continue to
~ adopt the going concern basis in preparing these financial statements.

Investments in subsidiaries

Fixed asset investments in subsidiaries shares are held at cost less any provision for
impairment as necessary. ‘
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Babcock International Limited

Notes to the financial statements (continued)

2 Summary of significant accounting policies (continued)

Tangible assets

Tangible fixed assets are shown at cost less subsequent depreciation and impairment. Cost
includes expenditure that is directly attributable to the acquisition of the items. Depreciation is
provided on a straight-line basis to write off the cost of tangible fixed assets over the estimated
useful lives at the following annual rates:

Leasehold property Lease term
Plant and machinery 6.6% to 33.3%

Tangible fixed assets are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount of the fixed asset may not be recoverable. An asset'’s carrying
amount is written down immediately to its recoverable amount if the asset's carrylng amount
exceeds the higher of the asset’s fair value less cost to sell or value in use.

. Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks, other
short-term highly liquid investments with original maturities of three months or less and bank
overdrafts. In the balance sheet, bank overdrafts are shown within current liabilities.

Creditors

Creditors are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers.

Creditors are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest method. .

Financial assets

Basic financial assets, including Trade and other receivables, cash and cash equivalents, are
initially recognised at transaction price, unless the arrangement constitutes a financing

transaction, where the transaction is measured at the present value of the future receipts

discounted at a market rate of interest.
Such assets are subsequently carried at amortised cost using the effective interest method.

At the end of each reporting period financial assets measured at amortised cost are assessed for
objective evidence of impairment. if an asset is impaired the impairment loss is the difference
between the carrying amount and the present value of the estimated cash flows discounted at the
asset's original effective interest rate. The impairment loss is recognised in the income statement.

If there is decrease in the impairment loss arising from an event occurring after the impairment
was recognised, the impairment is reversed. The reversal is such that the current carrying amount
does not exceed what the carrying amount would have been had the impairment not previously
been recognised. The impairment reversal is recognised in the income statement.

Financial assets are derecognised when (a) the contractual rights to the cash flows from the
asset expire or are settled, or (b) substantially all the risks and rewards of the ownership of the
asset are transferred to another party or (c) despite having retained some significant risks and
rewards of ownership, control of the asset has been transferred to another party who has the

Regrstered number 00065805 Page 15




Babcock International Limite'd

Notes to the financial statements (continued)

2 Summary of significant accounting policies (continued)

practieal ability to unilaterally sell the asset to an unrelated tHird party without imposing
additional restrictions.

Financial liabilities

Basic financial liabilities, including Trade and other payables, Bank loans and overdrafts and
~ Amounts due to group undertakings that are classified as debt, are initially recognised at
transaction price, unless the arrangement constitutes a financing transaction, where the debt
instrument is measured at the present value of the future receipts dlscounted at a market rate of
mterest

Debt instruments are subsequently carried at amortlsed cost, using the effectlve interest rate
method. . :

Trade payables are obligations to pay for goods or services that have been acquired in- the
ordinary course of business from suppliers. Accounts payable are classified as current liabilities

if payment is due within one year or less. If not, they are presented as non-current liabilities. Trade
' payables are recognised initially at transaction price and subsequently measured at amortised
cost using the effective interest method.

Financial liabilities are derecogmsed when the liability is extmguushed that is when the contractual
obligation is discharged, cancelled or expires.

Taxation

(a) Current income tax

Current tax is provided at amounts expected to be paid (or recovered) using the tax rates and
laws that have been enacted or substantially enacted by the balance sheet date.

(b) Deferred income tax

Deferred income tax is provided in full, using the liability method; on temporary differences arising
betweén the tax basis of assefs and liabilities and their’ carrying amounts in the financial
statements. However, if the deferred income tax arises from initial recognition of an asset or
liability in a transaction, other than a business combination, that at the time of the transaction
affects neither accounting nor taxable profit or loss, it is not accounted for. Deferred income tax is
~ determined using tax rates (and laws) that have been enacted or substantially enacted by the
balance sheet date and are expected to apply when the related deferred income tax asset is
realised or the deferred income tax liability is settled.

Deferred irtcome tax assets are recanised to the extent that it’is probable that future taxéble
profit will be available against which the temporary differences can be utilised.

Tax is recognised in the income statement except to the extent that it relates to items recognised
directly in either other comprehensive income or in equity.
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Babcock International Limited

Notes to the financial statements (continued)
2 Summary of significant accounting policies (continued)

Foreign currencies

Foreign currency transactions are translated into the functional currency using the exchange
rates prevailing at the dates of the transactions. Monetary assets and liabilities denominated in
foreign currencies are translated into the local currency at the year end exchange rates.

Foreign exchange gains-and losses resulting from the settiement of such transactions and from
the translation at exchange rates ruling at the balance sheet date of monetary-assets and
liabilities denominated in foreign currencies are recognised in the income statement.

Borrowings

Borrowings are recogmsed |n|tlally at fair value net of transactlon costs incurred. Borrowmgs
are subsequently carried at amortised cost; any difference between the proceeds (net of
transaction costs) and the redemption value is recognised in the income statement over the

- period of the borrowings using the effective interest method.

Leases

For lessees there is no longer a distinction between finance or operating leases as all leases
are now recognised on the balance sheet. When a lease commences, a lease liability is
recognised that is equal to the present value of the minimum lease payments. A right-of-use
asset is also recognised and is equal in value to the lease liability. This represents the right to
use the leased asset for the full lease term.

Short-term leases and low-value leases are exempt from recognition on the balance sheet, and
the payments are instead recognised on a straight-line basis in the income statement in the '
same way as they would have been under IAS 17. A lease is considered short-term if the total
lease length is less than 12 months, and low-value if the underlylng asset would cost less than
£5,000 to buy new.

Right-of-use assets are depreciated over the total lease term. As the discounting is unwound, ’
interest is charged in the income statement and increases the lease liabilities. When lease
payments are made, the lease liabilities reduce. Therefore both right-of-use assets and lease
liabilities have nil value at the end of the fease.

Lease payments are discounted using the interest rate implicit in the lease or the incremental
borrowing rate where the interest rate implicit in the lease is not available.

- 3 Critical accounting estimates and judgements

The preparation of the financial statements requires management to make judgements, estimates
and assumptions that affect the amounts reported for assets and liabilities as at the balance sheet
date and the amounts reported for revenues and expenses during the year. However, the nature
of estimation means that actual outcomes could differ from those estimates.

Estimates and judgements are continually evaluated and are based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under the
circumstances: :

There were no areas involving a higher degree of judgment or complexity or areas where
significant assumptions and estimates were made in the preparation of these financial -
statements.
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Babcock International Limited

. Notes to the financial'statements (continued)

4 Operating loss

2020 2019
£'000 : £'000

Operating loss is stated after charging: ' ' '
Foreign exchange losses : ' 539 836
Depreciation- owned fixed assets : o 210 . 265
Depreciation — right of use assets - 1,183 =

Loss on disposal of tangible fixed assets . | w0 14

Auditors’ remuneration has been borne by another group entity. Fees paid to the Company’s
auditors, PricewaterhouseCoopers LLP, and its associates, for services other than statutory audit
of the Company, are disclosed on a consolidated basis in the financial statements of the ultimate
parent undertaking, Babcock International Group PLC. The group financial statements are
required to comply with the statutory disclosure requirements.

The company has no employees (2019 no employees)..
All of the directors are remunerated by other Babcock Group companies. It is not possuble to- make ‘
. an accurate apportionment of these directors’ emoluments relating to services. provided to the

Company and as such no disclosure of emoluments received by these directors has been made
in these financial statements.
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Babcock International Limited
Notes to the financial statements (continued)

§ Finance income and finance costs

2020 2019
. £000 £000
Finance income: ' _
Bank interest ' ' ' 3 -
Loan interest receivable from group undertakings 197 192
' ' 200 192
2020 2019
, £'000 £'000
Finance costs: : ‘ e
Bank interest ) , (186) (277)
Loan interest payable to group undertakings . (403) (381)
Lease interest . ' . _ - (384) =
' (973) - (658)
6 Taxon loss
Tax (credit) / charge included in income statement
2020 2019
£'000 £'000
Current tax:
UK Corporation tax on loss for the year . s -
Adjustment in respect of prior years - =
Current tax charge for the year _ ] - -
Deferred tax:
Origination and reversal of timing differences ' (249) 10
Adjustment in respect of prior years . . ‘ -8
Impact of change in UK tax rate . . ?8) . (1)
Total deferred tax (credit) / charge (note 14) ’ " (257) 1
Tax (credit) / charge on loss . '(257) 1 ‘
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Babcock International Limited

Notes to the financial statements (continued)

6 Tax on loss (continued)

Tax (credit) / charge for the year is higher (2019: higher) than the standard effective rate of
corporation tax in the UK for the year ended 31 March 2020 of 19% (2019 19%). The differences
are explalned below:

2020 2019

£°000 £'000
Loss before income tax . (71’1'01)_ _ (_16?8_) ]
Tax on loss before income tax multiplied by standard UK ' :
corporation tax raté of 19% (2019: 19%) ’ (209) ' (323) .
Effects of: ' ‘ : '
‘(Income not taxable) / expenses not deductible for tax purposes (75) 48
Group relief surrendered for nil consideration. . 35 . 285.
Adjustment in respect of prior years , _ - (8)
Impact of change in UK tax rate - . : . i} ‘(8) L (1_) N

Total tax (credit) / charge for the year ' (257) 1

In the. UK 2019 Budget it was announced that the UK corporation tax rate would not reduce to
17% but would remain at 19% from April 2020. As a result of this change, UK deferred tax
balances have been re-measured at 19% as this is the tax rate that will apply on reversal.

7 Tangible assets

Leasehold Plant and
property machinery - Total
£°000 £000 £000
Cost
At 1 April 2019 1,981 234 2,215
Additions - .= - 47 . 47
At 31 March 2020 ' ) - 1,981 . 281 2,262 .
Accumulated deprecuatlon
At 1 April 2019 ' 1,575 206 1,781
Charge for the year L __ 195 15 210
At 31 March 2020 1,770 221 1,991
Net book value - 211 : 60 271
At 31 March 2020 o ;
406 : 28 434

At 31 March 2019
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Babcock International Limited

~ Notes to the financial statements (continued)

8 Right of use assets

Property Plant and
equipment Total
£'000 £000 £°000
Cost
At 1 April 2019 : = - -
Transition to IFRS 16 11,221 16 11,237
Terminations e o0 W8 (8)
At 31 March 2020 11,221 8 ‘ 11,229’
Accumulated depreciation
At 1 April 2019 . = - T
Transition to IFRS 16 3,513 2 3,515
Charge for the year 1,171 12 1,183
Terminations ] - X8 . .. (8)
At 31 March 2020 4,684 o 6 . 4,69
Net book value 6,537 2 6,539
At 31 March 2020 . ' ‘
At 31 March 2019 i - 3
9 Investments
2020 , 2019
Investments Investments
in group Provisions in group Provisions
undertakings for “undertakings for
at cost impairment Total at cost impairment Total
£'000 £'000 £'000 £'000 £'000 £'000
At 1 April 21,454 (616) 20,838 21,454 (616) 20,838
Return ofcapital = (20954) = = 616 (20,338) _ . . -
At 31 March 500 - s 500 21,454

(616) 20,838

The Directors believe that the carrying value of the investments is supported by their underlying net

assets.

Company
Babcock Integration LLP. ‘
Babcock IP Management (Number One) Limited

Babcock |P Management (Number Two) Limited

Registered number 00065805

Country of
Registration.
England
England
England

Priricipal. Activitie's:
Investing

Other

Other
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Babcock Internatiqnal Limited

Notes to the financial statements (continued)

9 Investments (continued)

During the year the following dormant subsidiaries were dissolved and a return of capital and dividend
was received:

, _ Country of :
Company Registration: Principal Activities.
Babcock Nominees Limited ' England Dormant
The Stirling Boiler Company Limited Scotland Dormant
Hiberna Contract Services Limited England Dormant
Babcock C 2019 Limited England Dormant
Babcock Woodall-Duckham (Overseas) Limited England ~ Dormant
Babock-Moxey Limited : . England Dormant
BMH (2002) Limited o England - Dormant
Hiberna Limited ' England Dormant
St Helen’s Securities Limited- . England Dormant

The following return of cabital was received (2019: £hi|)'_§

2020
£000
Babcock Nominees Limited ' ‘ ' 700
The Stirling Boiler Company Limited 12,763
BMH (2002) Limited 129
Hiberna Limited _ 6,746 \
"20,338
The following dividend was received (2019: £nil):
2020
£000
Babcock Woodall-Duckham (Overseas) Limited ' 395

On 15 September 2010, the use of the Babcock name was sublicensed to Babcock Integration LLP in
exchange for an interest in the partnership. This was in order to facilitate the integration of the Babcock
and VT groups. The Babcock name was not capitalised in the financial statements of the Company in
accordance with FRS10 “Goodwill and Intangible Assets”.

The partnership interest has been recognised at a cost of £nil given that the use of the Babcock name
was not recognised in the financial statements of the Company prior to the sublicense to the LLP.

Full lists of related undertakings for the Company have been disclosed in note 17.
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Babcock International Limited

Notes to the financial statements (continued)

10 -Trade and other receivables

2020 2019

£'000 £°000
Amounts falling due within one year: v .
Trade receivables : 93 8
Amounts due from group undertakings . . 528,611 . 506,858
Amounts due from Joint Ventures 95 “
Other receivables ' ‘ 561 _ 835
Prepayments and accrued income 1,246 1190

530,606 508,891

. All amounts due from groub undertakings are i_nterest'free and repayéble on demand:

2020 2019

A ' £°000 © £'000
Amounts due after more than one year: :
Amounts due from group undertakings ‘ _ - 10,000 10,305

Included in amounts due from group undertakings due after more than one year, is an amount of
£10,000,000 (2019: £10,000,000) that bears an interest rate of UK LIBOR plus 100 basis points.

11 Trade and other payables:

2020 2019

£°000 £'000
Amounts falling due within one year:
Bank loans and overdrafts . : 9,612 24,014
Trade creditors - . - ) 8,895 5,541
Amounts due to group undertakings 480,404 456,595
Taxation and social security 532 506
Accruals and deferred income 3,662 7,182

© 503,005 493,808

Included in amounts due to group undertakings are loans of £3,398,000 (2019: £3,398,000)

bearing interest at UK LIBOR plus 100 basis points and a loan of £12,160,000 (US$15,100, 000)
(2019: £11,588,000) that bears interest at US LIBOR plus 100 basis points. The remaining
. balances are repayable on demand and non-interest bearing.

2020 2019.
£'000 £000
Amounts falling due after more than one year:
Amounts due to group undertakmgs * 18,469 26,439

" The debt of £18,469,000 (2019: £18 469 ,000) bears an interest rate of UK LIBOR plus 100
basis points.
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Babcock International Limitsd

Notes to the financial statements (continued)
12 Lease liabilities

The entity leases three floors of an office building under separate non-cancellable operating
lease agreements. The entity also leases plant and machinery under non-cancellable operating
leases.

The table bélow explains the difference between the total operating lease commitments
recognised under IAS 17 as at 31 March 2019 and the total lease liability recognised on
transition to IFRS 16 as at 1 April 2019.

_ : £000
Operating lease commitments at 1 April 2019 ‘ L)
Lease liability recognised under IFRS 16 (see note below) - : - __...8,880

IFRS 16 lease liability at 1 April 2019 " : ’ : 8,880

‘The Company acts as a pass through entity for the above leases and accordingly t‘he entire
rental costs are recharged back to the group entltles hence no commntment was disclosed in
prior years

Discounted future minimum lease payments are as follows:
2020 On transition

£°000 £'000

‘Within one year A - 1,20 1,97
In more than one year, but not more than five years 5,637 5,351

After five years ‘ 808 2,332

Carrying value of liability f 7,685 8,880

The-weighted average incremental borrowmg rate applied to the Iease liabilities at the date of
transition was 4.75%. :

13 Called up share capital

: £000
Allotted, issued and fully paid
100,000,000 (2019: 100,000,000) ordinary shares of £0. 10 each 10,000
5,000,000 (2019: 5,000,000) preference shares of £0.10 each 500
At 31 March-2019 and 31 March 2020 - ‘ 10,500
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Babcock International Limited

Notes to the financial statements (continued)

14 Deferred tax
The major components of the deferred tax assets recorded are as follows#

 Accelerated

capital

: allowances
Deferred tax (assets): : __ - £000
At 1 April 2018 : - ‘ (73)
Charged to the income statement - 1
At 31 March 2019 | ; | ) | . (72)
Credited to the income statement " " . ' (25?);
At 31 March 2020 , : S _(322);

- 15 Contingent liabilities
At the year end date the Company had joint and several liabilities for the drawn bank overdraft
facilities of other Group companies of £nil (2019: £nil).

No securities have been provided by the Company in relation to these contingent liabilities. There
is no current expectation that these contingent liabilities will crystallise.

.16 Related party disclosures

The Company has taken advantage of the exemptions within FRS 101 not to disclose transactions
and balances with Babcock International Group PLC and its wholly owned subsidiaries, on the
grounds that the Company itself is a wholly owned subsidiary of Babcock International Group
PLC, for which the consolidated financial statements are publicly available.

) ‘During the year the Company entered into transactions in the ordinary course of business with
Ascent Flight Training (Management) Limited in which Babcock International Group PLC hold a
50% shareholding.

Transactions entered into and trading balances dutstanding at 31 March 2020 are as follows:

Recharges Purchases Amounts Amounts

to . from owed by. owed to

related related related related

party party party party

Related party £000 £'000 £°000 £°000
Ascent Flight Training (Management) ' '

Limited . _ 569 e
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Babcock International Limited

Notes to the financial statements (continued)

16

Related party disclosures (continued)

Transactions entered into and trading balances outstanding at 31 March 2019 are as follows:

Related party

Ascent Flight Training (Management)

lelted

Recharges Purchases Amounts Amounts
to from owed by owed to

related related related related
party party party . party
£’000 £'000 £'000 £°000

770 = - G

A{l dealings with related partles noted above arise in 1he normal course of busmess and are
subject to normal terms and conditions.

17

Related undertakings

The Company’s subsidiary undertakings, all of which are wholly-owned unless otherwise stated
are listed in note 9; all related undertakings are as foliows:

Limited

W1U 1QX, United Kingdom

Company Name Address Interest Ultimate % Immediate % .
Babcock Integration LLP 33 Wigmore Street, London, Partnership interest 66.80% 66.80%
e W1U 1QX, United Kingdom
Babcock IP Management 33 Wigmore Street, London, 10,002 ORDINARY shares 66.7666% 0.00%
(Number One) Limited W1U 1QX, United Kingdom
Babcock IP Management 33 Wigmore Street, London, 10,001 ORDINARY shares 66.80% 0.00%
(Number Two) Limited W1U 1QX, United ngdom
The following subsidiaries were struck off during the year:
Company Name Address Interest Ultimate % Immediate %
Babcock C 2019 Limited B 33 Wigmore Street, London, 6.7_600.000 ORDINARY shares 100% 100%
: W1U 1QX, United Kingdom :
Babcock Nominees Limited 33 Wigmore Street, London, 700,000 ORDINARY shares ~ 100% 100%
o W1U 1QX, United Kingdom o B .
Babcock Woodall-Duckham 33 Wigmore Street, London, 108,485 '‘B' ORDINARY 99.999% 99.999%
(Overseas) Limited W1U 1QX, United Kingdom shares, 51,515 ORDINARY
: : shares, 180,000 6%
CUMULATIVE PREFERENCE
shares
Babcock-Moxey Limited 33 Wigmore Street, London, 20,447 ORDINARY shares 100% 100%
W1U 1QX, United Kingdom )
BMH (2002) Limited 33 Wigmore Street, London, 129,572 ORDINRY shares 100% 100%
) W1U 1QX, United Kingdom ) . )
Hiberna Contract Services 33 Wigmore Street, London, 8,614,327 ORDINARY shares 100% 100%
Limited W1U 1QX, United Kingdom . ) ) .
Hiberna Limited 33 Wigmore Street, London, 100 ORDINARY shares 100% 100%
W1U 1QX, United Kingdom
St Helen’s Securities Limited 33 Wigmare Street, London, 11,361,934 ORDINARY shares 100% 100%
W1U 1QX, United Kingdom ]
The Stirling Boiler Company = 33 Wigmore Street, London, 15,000 ORDINARY shares 100% 100%
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Babcock International Limited

Notes to the financial statements (continued)

18 Parent undertakings

The Company's immediate parent company is Babcock Holdings Limited, a company registered
in England and Wales. The ultimate parent undertaking and controlling party is Babcock
International Group PLC, a company incorporated in Great Britain and registered in England and
Wales. The largest and smallest group in which the results of the Company are consolidated is
that headed by Babcock International Group PLC. Copies of Babcock International Group PLC
consolidated financial statements can be obtained from the following address: 4

The Company Secretary o
Babcock International Group PLC
33 Wigmore Street -

London
- W1U 1QX
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