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Creating a safe and secure world,
together

Strategic Report From submarines beneath the waves

R to secure communications in space,
Babcock plays a critical role in
international defence.

In a world of significant geopolitical
instability, national security has never
been more important. Governments

are having to balance rising costs with

a pressing need for greater and more
g robust defence and international

L TR T : coffaboration. Ensuring those critical

LR IR services are readily available, affordable
I and long-tasting is a vital task. Now more
e e than ever, what we du maltters.

No-one is closer to our customers, or
Covernance as dedicated to their cause. We make
their mission, our mission; delivering the
capability they need, available to them
wherever and whenever and however
they need it. Whether it’s applying

- engineering excellence or the latest
technology. we combine our expertise
with a practical mindset,

Qur transformation is delivering results;
we are stronger, more resilient and
more disciplined, with the right platform
to deliver sustainable, profitable growth.
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Our customers, and the mission we
share, inspire us each and every day to
strive for excellence as we create a safe
and secure world, together.
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2023 financial highlights

£4,439m f46m £178m

2022: £4,102m 2022: £227m 2022: £238m

£349m £75m 1.5x

2022: £42m 2022: £{191)m 2022: 1.8x

© Underlying operating otedit, unde: ying free cash flow and net dest{EBITDA {covenant basis) are defined as Altenative Performance Measures, nlease see helow.

2023 strategic highlights

Completed portfolio Further investment in Progressed delivery of
realignment programme, improving the control our ESG strateqgy and
Group revenues now over environment and project commitments

two thirds defence risk management

Integrated ESG into our Published capital Confidence in

long-term planning allocation policy with a achievements to date

process and performance commitment to reinstate and our future has

framework a dividend in FY24 enabled us to set medium
term guidance

Adjustments between statutory and underlying Forward-looking statements
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At a giance

Our business today

Creating a safe and secure world, together

Babcock is an international defence company operating in our focus countries of the UK, Australasia, Canada, France and South
Africa, with exports to additicnal markets with patentiai to beceme focus countries. We meet our customers' key requirements of
affordabifity, availability, and capability.

What we do

We orovide frontiine and equipment support, training, product design, manufacture
and integrat:on, and technology and systems to defence, securty and civil markets.

Support

We provide through-life technical and engineering support for our customers® assets,
delivering improvements in performance, availability and programme cost. We deliver
complex programme support to defence and civil customers, including frontline support,
equipment support and technical training for naval, land, air and nuclear sectors.

Availability Affordability

babcock’

Product
We design and manufacture a range of speciaiist defence and civil equipment, from ships
and submarine components to iquid gas systems and weapans handling systems. We also Capability

provide integrated, technology enabled sofutions to our defence customers In areas such
as secure communications, electronic warfare and air defence.

We deliver effective and adaptable solutions that optimise capability, availability
and affordability through our four sectors, Marine, Nuclear, Land and Aviation.

Where we operate

Q ¢
¢

Key

9 fecus county

9 Additlop_g_l_ markets

" 0

FY23 global revenue profile”

UK ANZ SA] FRA|CA ROW
67% 8% TR 4% of 1%

£4.0bn 68% >26,000 £9.5bn

FY23 revenue* Defence” Employees Contract backlog

" We present FY23 revenue and splits excluding divested bus:nesses (c.£4 20 million) to better reflect the Group today.

2 Babcock Internaticnal Croup PLC ; A1 hie RepaiT zre Frane 2 Stetements 2UZ22
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Delivered across our four sectors

Marine FY23 revenue profile

36% of FY23 revenue”

* UK and international warshia througn-ife support: design, \
build, assemole, maintain, upgrade £1.4bn )

+ Internationaf submarine through-life support

+ Global naval exports: ship design, military equioment
and engineering support

* Energy and marine equipment and support | BEEREEICE ERRE

= Digital defence, communication and mission systems |y ¥ 47v nernationg

Support all UK nuclear submarines and infrastructure

Own or manage key infrastructure and naval bases

Nuclear submarine dismantling

UK civil nuclear new build, generation support
and decom™

UK and internationar nuc’eas services

Land FY23 revenue profile’

25% of FY23 revenue”

* Asset management and engineering sugport for British
Army venicles

= Technical tra:ning and support for the Brtish Army

» Emergency services technicai training and fleet
rmandagement

« South Africa engineering and eguipment businesses W 55 Deterice Il 6Cw Un

iai icati 3% Internaticne
» Digital defence communications L B & a0 internztior

Aviation FY23 revenue profile”
10% of FY23 revenue”

UK and French pilot training and support
» Military aircraft engineering and airbase support

= Military and emergency services aircraft maintenance,
repair and overhaul

= Air ambulance, search and rescue and firefighting services

. . 532 Defence 36% UK
in our focus countries . n

| N W c4% Iqzerat ona

Strategy and
business model

Our ways
of working

= See pages 6 and 20 = See page 18 u See page 4 u See page 58

* We present F23 revenue and splits excluding divested businesses (C.£420 mllion) to oetter reflect the Croup today.

Market review ESG strategy

Babcock Internat'onal Croup PLC | A nLag Repoit anc Froene « Stalermeniy SUds 3




Qur ways of working

Driving operational excellence

introduction of ‘Blueprint of Control
Improvements’ covering over 500
improvement actions.

Appointment of new Group Brector of Internat
Audit. Risk Assurange & insurance.

Establishment of new Risk Committee to provide
executive leadership and oversight of risk
management.

Completion of a global banking services transition,
including reduction m number of bank accounts,

Upgrade in Treasury and Tax capability and
strengthening of the Finance function.

[ & Scc pages 87, 88, 89 and 125

H

Enhanced internal controls

|

|

|

‘ Completed portfolio realignment to

\ simplify and focus on core defence
business and adjacent markets

Strengthened balance sheet with a reduction in net
debt of c.£400 million.

Embedded Croup-wide operating model, including
giobal functions.

tmplemented global procurement risk management
process, including robust category management
and tool to assess risk on delivery and cost.

u See page 12 5 B * e,

Focused business

; ) H Launched a global Business
Management System to standardise
v processes across the Group

Global project management feamewark launched,
defining and standardising categorisation.

New Babcock role framework, providing
standardisation and clear job progression pathways.

Agite working framewaork and new Delegation of
andardiseq processe Authority matrix embedded across Group.

See pages 13, 78 and 107

5 Babcock International Group PLC [ Annual Report and Financial Statements 2023
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in FY23 we invested in controls and process improvements to realise efficiencies,
increase resilience, and improve delivery and risk management

Clear ‘tone from the top’ driven
by our Purpose and Principles
Conducted first global peopie survey for
over a decade.

istent penple plans in place at Group,

untry andg business unit ievel.

Launched programme to define leadership
expectations, piloted frontline teader modute.

Strengthened corporate culture Developed reward benchmarking toolkit.

[l Sce pages 75, 78 and 82

Enhanced reporting on progress
against targets to Board.

Drive to achieving Net Zero by 2040 across
our estates and operations underway.

Introduced new Employee Assistance
Programme provider.

Launched new Sponsorship and Employee
Volunleering policies.

Climate-related risk assessment. integrated

into five-year plan Focus on ESG

See page 58, 60, €8, 80 and 147

New commercial function with a
focus on optimising commercial risk
management.

Standardisation of commercial and operational
reviews, including financial and accounting impacts
and 12-monthiy rolling forecast.

Deep dive/assurance reviews on sighificant contracts.

Regutar engagement with customers and supply
chain, including via Strategic Partnering Programme.

= See pages 13, 56, 88 and 93

More responsive
comntract management

Babcock International Group PLC | Annual Report and Financial Statements 2023 5



Qur strategy

Our strategy

Strategic framework

Purpose
To create a safe and secure world, together.

| Strategy

Cur growth strategy is focused on three key areas:

Leverage our technical capability in Build strategic partnerships with Deliver our ESG objectives
growth areas of defence and security our key customers + Progress our five ESG priorities and

» Grow internationally, bath in = Work with our customers to defiver anply our framework for integrating
our focus markets and through critical solutions sustainability into growth

export opportunities « Develop innovative solutions to Promote vital the role of defence and

= Grow our UK business througts salve complex chaltenges faced national security aligned with £5C
increased scope and market share by our customers

How we deliver
We deliver our strategy through the provision of a range of support and product solutions
O
Product

Deliver technical support and critical services Design, manufacture and integrate
to our defence and civil customers specialist systems

Design, develop Technology and

Frontline support Equipment support Training and macufacture systems integration

: Through our four sectors

Our capabilities span four key markets, with around 70% of cur business in defence

Marine : uclear Land Aviation

= ‘See pige 40 L _ - »  See page 48 u See

Our strategy aims to deliver

‘ Over the medium and iong-term. we are focused on delivering value for all our stakeholders

Improved outcomes A better place Returns far
for our customers to work our shareholders

6 Babrcock intermnatana Croup PLC ) Ar v a ket 370 F ngna @ Srafermests J02 2
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Strategic progress

Portfolio alignment
complete

F¥23 Net debt

to EBITDA Driving operational

1.5x improvement
FY23 cash conversion®

Pursuing growth
opportunities
FY23 organic revenue growth

10%

*Eaciding e Ty 37 1088

Strategic near-term priorities
Pursue growth Drive operational Focus on
opportunities improvements cash flow

« imernational 1and & aviation support * Improve programme execution = Optimise cash fiow 10 bids
» Clobal naval strategies incl. AUKUS * Enhance processes and controls « Improve cash efficiency in portfolio
+ Defence digital & systems integration « |Improve profitability « Deliver consistent cash conversion

Linked to our medium term guidance and KPls

Organic revenue Underlying Underlying
growth operating margin free cash flow

Our strategy in action in FY23

g

et

* Ukraine MRO & France aviation support ¢ DSG improved contract performance » Australian defence comms cash profile
= Poland MIECZNIK & AUKUS positioning * Project management framework launch  + Normalised working capital
s UK Skynet & Australia defence comms * Culture focus through employee survey  « 110% cash conversion (excl. Type 31 loss)

Babcock internat onal Croup PLC ¢ Arua seport and T nancia! Statements 2021 7



innovation and technology

Technology-led solutions

The environment in which we work is
increasingly digital, which brings both
challenges and opportunities. It’s a landscape
Babcock understands, allowing us to plan,
compete and work in partnership with our
customers for our joint success.

As a Group we will contnue 2 focyus an growi1g and deveiosing
our data and digitai sclutions, building on tne progress made n areas
including Advanced and Additive Manufacturing, synthetics and
simulation technology and cur Autonomous Systems programmes.
It isn't just about the technoloygy. Over the past year we have worked
hard to create a better culture around our digitally engaged
workforce, After all, it s our people using the technology who wili
make the difference.

Data & Digital

We will continue to invest in digital and data solutions to maximise
the information advantage these technologies can bring. They will
heip us meet the compiex engineering challenges our custorners
face, wnether it is digising or even retrofuting digital twins onto
legacy assets or managing satellites \n space.

Alongside our deep engineering experience, digitat and dara
technoiogres wi allow us to berter understand, predict and
enhance the performance of the assets we manage, make better
engineering dec'sians, reduce nsk and improve service deiivery.
We are aiready delivering this for our custarmrery acrass contracts
such as the Future Ma~time Suppo-t Programmie and DSG.

Digital Facility

This year we completed the first phase of our digital advanced
manufacturng facility at Rosyth, 8 majer project rri'estore.

This witl give Babicack a world-class digital shipbuiiding facility,
but our vision is for this to grow and become a blueprint for how
we adapt our ather sites around the world.

Improvernents we have made inciude shop floer digiisaticn and
digitally integrating a cemplete IT infrastructure network. This wilt
significantly /mprove cperational efficiencies, again driving costs
down for our custormer, and reducing our carben feotprint.

We have introduced mobile devices linked to enterprise resource
planning {ERP) and Product Data Mode! data so we can provide
realtime guality assurance and compietions management, putting
our people at the centre of our technolegy journey. Getting the
night data into the right hands is critical for businesses like ours.
The digital facility allows our operatars to have information at the
point of use, driving a much more efficient solution for our customers.

8 Babccer internat.onal Groug PLO  F 0 ¢ depctant g g
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We have introduced a state-of-the-art digitaily enanied pane! line,
including -obotic welding and vision scanning systems. The pane! 'ine
15 fully connected to tne design 30 modet and single planning too! to
oot:mise the operation of the indwvidua! oroduction units i the panel
tine, dniving increased througnput and iowe: waste volumes whi'st
delvering engineernng excelence.

We have aiso invested 0 a T-Beam macnine at Rosyth that can
robotically weid a 3.7 tonne beam in 20 minutes, resuiting in a 300%
productivity increase. nvesting in digital techotogy this way aisa
pravides a safer working environment for our people wno can now
operate the technology remaotely.

Cver the next year we witl lock to imvest in specialist co-bot
technology to further develop our autoemation welding processes,
whilst retarning the deep engineering skillset of our peopie.

Advanced analytics to adaptive learning

We believe a major area of future growth is in our training business
wnere data management, analysis and collaborat.on are becom.ng
an ncreasingly critical factor.

Nat cnvy is the battiespace 'andscave evolving, the roies of people
manning submarines, an the frant'ine ar pllating fighter jets are also
evoivily. This s gt 20Ny diea wintie Digs Logeie e jatest R&D
and cutt ng-edge technologies, such as sensors on soidiers and Al to
adapt learmng to the individual. Combining the advanced analytics
from the sensors with the tecnnology skills of our pecple means we
can begin to analyse and understangd human performance. Having the
ability to understand and translate this type of data allows the
passibility of responding n real-time to critical human conditions
such as fatigue and siress.

The opportunities are significant; not yust in our denvery of existing
£ontracts such as ous support of the Londen Fire Brigade, but -n
positoning us for future ones such as becorming the UK Ministry of
Defence's Callectve Tramning Transfarmation Partner.

Future

Giver the scale and complexty of the contracts and assets we
manage, data exploitation, integratior and ntelligence will be a key
part of our journey along with human performance. We have recently
invesied in a data integration platfarm which will slow us to detiver
3 vast array of digital services and solutions to drive increased
efficiencies in time and maoney.

Intine with our customer’s strategic goals we are transitioning to a
cloud-based system where our businesses can self-deliver data-driven
salutions. This is expected to reduce tne time and cost spent Managing
and irtegrating data from previous systems. The foundations we are
laying today will position Babcock as a technology-led data-driven business
backed by a strong digital culture and a digitally engaged workforce.

Benefits

= Detivery of data insights more cost effectively and at pace, as we
realise the benefits more quickly for ourselves and our customers

increased opportunities for our employees, as we create highly
skilled jobs and a digitally enabled workforce

= Increased data intelfigence, enabling us fo increase platform
and system availability

.
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Advanced Manufacturing

i+ ddition Lo b digilar faumiby gt L Sile 1 Rusythy, we contuive
to puwidd on the successes of the past year. In lanuary we became
the Ministry of Defence’s first supplier of 30 meta! printed parts
used 1o sustaim vehicies in the 8rtish Army's active armoured fleet,
This was @ majcr milestone for Babcock and the cisstomer in tackiing
the growing challenges of technical and commercial obsolescence.
As aresult, we have estatlished a new Materiel Availability Servces
team in our Land sector, strving to enstre more materiel is in the
rnght piace ar the right time,

Digital solutions such as advanced and additive manufacturing are

Lecaming increasingly significant for Babcock in the management

of complex, crit:cal, tegacy, and low-voiume assets. Printing parts in
this way supports our sustainability journey as we realise the benefits

cf reduced inventory helding and energy consumption,

in February, we enhanced our relationshup with Additure to further
develop our digital manufacturing capability. This venture allows
us to focus on increasing platform availability, collaborate on new
digital solutions and better rnanage the challenges around
camplex, critical, jow-volume parts.

Future

Our work in this area is pat of a longer-term global advanced
manufactoring investment programme. Qur vision 1s to develop a
capability that will enable the printing of components anywhere as
tne need arises. whether onbcard vessels at sea or at military sites
abroad, giving those on the frontline the ability to print on demand.

Benefits
= Increased materiel availability in legacy & low-volume supply chains
+ Reduced need to hoid physical inventory for low-volume use iterms

» Safeguard against the challenges of technical and commercial
obsolescence

Babcock Internat ana Croup PLC + A b Rapail and

Autonomous Systems & automation

Ve aie exciled abuul die julure of ABLGHUITIoUs SYSLEITIS a5 we
expiore the development of new types of uncrewed venicles.
Over the coming year we will work closery with industry and
academic partners to develop intellectual praperty {IP} alongsige
new and disruplive technology applications, where we are seeing
significant demand both In the UK and cverseas.

We were the first major defence company to be invied to host

an event at the UK MGD's new flagsnip technology and innovation
hub, Tre Defence 'Battie.an’, bringing together SMEs for a live
autonomous vehicle demonstration and derronstrating our
comritment te innovate in this area. This marked a milestone in
autonomy, heralding the first live demoenstration of an autonomous
muiti-venicle convoy across an array of SME-designed technology
and showcasing ocur commiiment to innovate with others.

in May 2023, we responded to a customer requirement to develop.
build and flight-test a novel jet powered Unmanned Aircraft System
sciution. Coilabeorating with SMFs and academia. we delivered a
rapid prototype to first successfui flight in just 19 days.

Future

We have atready snown that unmanned vehicles can carry out a
muititude of tasks simuttaneously, while being safely controlied at

a distance. We will continue to advance our SME relationships and
deveiop IP for autonomous technology, whiist seeking opportunities
to work with our customers to accelerate growth across atl
technology focus areas.

Benefits

= Enhanced capability: increased range and endurance means
more coverage of battlespace surveillance, intelligence,
reconnaissance and weapons systems

= Ability to perforrmn complex tasks and operate equipment at
a safe distance from dangerous environments

= Increased cost effectiveness: cheaper and quicker to
manufacture than traditional sofutions

Smatoa state Genrs T0ed 9



Chair's statement

A stronger, more resilient, more
disciplined Babcock

Ruth Cairnie
Chair

u Read Ruth's biography on page 108

I am delighted to confirm that our
work to stabilise the business is
complete; we are now a stronger,
more resilient, and more disciplined
company. Our focus now increasingly
turns to execution and growth as we
look to the future with confidence.”

Ruth Cairnie
Chalr

10 Baccao< Internat ¢na Group FLC o~ rian 12 0 F oL sTatetT o

Last year | told you of the steps we were taking
to address the historic underperformance of
the Group. This year | am delighted to confirm
that having successfully completed our portfalio
alignment programme, our work to stabilise
the Group’s balance sheet is complete.

We rmmade strong progress against our gosls in the year, particularly
through the introduction of enhanced systems and processes to
reduce risk across the business and capture the cpportunities
emerging from a positive market for defence.

Babcock is now starting to run as it should; the work we have
undertaken over the last two yeass has made us a stronger, more
resshient, and more d.5ciplined company, able to ook to the future
with confidence, As a result, the Board expects to reinstdte @
dividend in Fy24.

Our second full year of turnaround has seen us detiver double-digit
organic growth and a strong cash performance against a backdrop
of global change (see page 12). Cur focus is now increasingly
turning to execution and growth. centred on our core market of
defence, and adjacent markets which need cur specialist skills and
unparaiieied expenience of supporting the armed farces.
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Now more than ever, what we do matters

Civen the geopoiitica: changes expenenced over te 1ast year,
nationa! secunity has never been more imaortant. As giobal tensicns
escalate, and as the confl.ct .n Ukraine coatinues, miltary spending
is rising. Even allowing for intlation, 1ast year saw the steepest
year-oi-year mcrease in Zurope n at 'east 30 years, according to
the Stockhotm international Peace Research inst tute.

Our defence customers nave inic easingly compiex requirements,
driven by a world of evolving threats, the requiremrent to detver
value for meney and the need to develop new and enhanced
capability at ever greater pace. Cuided by our Purpose, to create
a safe and secure world, together, Babcock is well placed to
provide the affordability, capability and availability our customers
demand in today's uncertain umes. Now more than ever, what
we do matters.

Our strategy fooks to leverage our capability to deliver technical
support and critica! services to our defence and civil customers
and to design, manufacture and integrate spectalist equipment,
This is underpinned by the progress we have made in our
turnaround jouiney.

From subrmarines beiow the waves. to armoured vehicles on the
ground, to sateilites in space, we are well-posit.oned to tace
advantage of the opportunities afforded by our customers’
evolving deferce reguirements.

mMareh 207273 the 115, UK and Australa unveiled pians Tur d new
"AJKUS pact, including the supply of nuclear-powered submarine
technology o Austraiia. Babcock pays a critical rale in all three
countries’ submarine programmes today. Gur ;ong experience

of nuclear infrastructure, workforce upsiilling anc reguiatory

and safety stewardship means we are ideaily placed to help
deliver a2 nuclear-powered submarnne cagabiitty for the Roya:
Australian Navy under the AUKLUS agreement.

In the land domain, as we announced in July 2023, we are
nonoured to stand with the Ukrainian and UK Covernments by
providing critical operational support to the military vehicles
provided by the UK to Ukraine. This sustainment agreement
strengthens cur existing relationship with Ukraine and tuilds
on the tripartite Memorandum of Impiementation signed by
Babcock and the two governments in lJune 2021,

And we are safequarding secure communications in space, an
increasingly criticat domain in the defence of nations. in February
2023, we, with our partners, were awarded the contract to
manage and operate Skynet, the UK Ministry of Defence's military

satellite communication system. Babcack is 3 world leader in secure

communications for the military. having been awarded a ma;or
multi-year programme to upgrade the Australian Defence Force's
Defence High Frequency Communication System in October 2022,

Control environment

Over the last year we have enhanced the Group’s control
environment, fostering a consistent risk approach. We aim for
predictability and optimisation of perfarmance through
cantinued investiment i systerns, it internal centrois, and,
through our far-reaching culture change programme, in out
pecple {see page 4 for our Ways of Working).

Bapcocs International Cioup PLC | &
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This discipline will enable us to impsove de wery on exssting
projects, as we have 11 our DSG contract, for fhe maintenance,
repair and overhaut of military .and vehicies and equiarent in
the LK, ard capture efficiencies. With more stracture around the
management of financial and commercia fisx, we are ennancing
our asiiity to defiver sustainaole, proftadle growtn. Wherever |
lock, | see signs of arogress.

We are also actively managing our exoosuie to distorically onerous
contracts, whicn we expect 1o replace over U me win higher quaity
waork. Cur strong operating cash performance, together with the
proceeds of divestments, has enabled us to accelerate pension
payments and reduce cur net debt, so that we could remain within
our target gearing range of 1x - 2x net debt to EBITDA despite the
impact of the Type 31 loss on our Y23 reported profit, Excluding
the loss, our geaning ratio {on a covenant basis) would have heen
1.1x {see page 31). We are now a business which can withstand
such unforeseen events.

Ve also continde to buitd our positive refationsnip with our

UK defence custamers, working closely with them to deliver

their goals 'n botl the UK and on the irternationa: stage. As a
strategic suppiier to the UK Government, we play 3 cntical role

in maintaning nationa: security - as indeed we do with our
custormers outside the UK. We are currently in discussions with the
UK's Submarnne Delivery Agency and the Royal Navy regarding a
long-term strategic partnersmip to ensure the stable, effective and
efficient delivery of deep and hase maintenance of submarnnes.

We continue to focus cn driving continuous improvement as we
builid upon ow estadlished corporate safety standards, supperted
by the introduction of a Group-wide ‘Safety starts with me’
programme. | am alsa encouraged by how our ncreased focus on
ESC has been welcomed across the Group and by our custemers
and is being embedded into ‘business as usual’ at av stages, from
tnd design to pregramrie delivery. Our approach to sustainability is,
and will continue to be, integral to our strategy.

Nehe of this progress would be possibie without our dedicated
people. Whenever | visit cur operations, | am inspired by how
much our people care about what they do - they ate collaborative,
committec and able to work flexibly and at pace tc get the job
dane. Whether iU's applymng engineernng excellence or the latest
technalegy, they have embraced the challenge of striving for
excellence in service of a safe and secure world.

Ruth Cairnie
Chair

e AeZCrig O o st SO0 11



CEO review

CEO statement

David Lockwood
Chief Executive Officer

= Read Dawid's biography on page 108

When we started our
transformation, my first goal was to
stabilise and strengthen the balance
sheet and I'm delighted to say that
work is complete. Babcock is now a
higher-quality, lower-risk and more
predictable business, with a clear
focus on execution.

David Lockwood
Chief Executive Officer
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Introduction

Cur transformation is delivering results, In FY23, we successfully
deivered double digit arganic revenue growtn, underlying
margine M- expansion and a significantly better than expected
cazh performance aganst a backdrop of economic turbuience.

Following completion of the partfolio alignment pragramme,

cver two-thirds of the Croup’s revenue 1 now concentrated on
defence, with this percentage expected to increase over time.

We have significantly strengtherned the baiance sheet and
enhanced risk maragement systems, underpinned by cur work tc
embed a new carporate culture focused on execution and growtti,
aligned with our £5C strategy. While we have further to go,
Babcock is now more stable, more reshient, and better abte to
capture the many growth cpportunities before us.

As 3 result, the Board expects to reinstate @ divdend in Fr24
after a three-and-a-half-year hiatus. Over the medium term we
ae targeting average annual organic revenue growt® in the
mid-single digits, an underying operating margint ' U of at least
% and underlying operating cash conversion!” ¥ of at feast 8G%.
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Strong underlying FY23 resuits

Qur second fu” year of turnaround deivered stirong undeying
perfornance exciuding the £ 100 mition toss on the UK Ministiy of
Defence (MOD) Tyoe 31 programme, where we have entered 3
Dispute Resoiution Process {DRP). We have delvered organic
revenue g-owtn of 10%"7, a 50 basis point increase in

undery:ng operat:ng margin''s ", undetlying operating cash
conversion +7 of 110%, and underying free cash fow ' of

E£75 milkan, significantly athead of expectatiors, despite angoing
macroeconamic headwinds.

Due to our strong cash performance, we accelerated pension
deficit payments by an additional £35 millon and reduced our net
debt excluding operating leases by £211 million. At 1.5x, our net
debt to EBITDA'" gearing ratio remarmns within our target range of
1.0x to 2.0x {on a covenant basis) (FY22: 1.8x]. Excluding the
Type 31 loss our gearing ratic would have been 1.1x.

Cur cont-act backlog of £3.5 billion, grew organica’ly by 7%,
reflect:ng the demand for our specialsst capabilities :n ous core
defence and security markets and underpinning our canfidence
in the future

A bettcr Babcock

in the 'ast two years since we began our turaround programme,
we have made excellent progress across our three pillars of
Stabiise, Execute and Grow.

Stabilise: balance sheet strengthened

The sae of the European Aeria: Emergency Services business (AES)
to Anca:a Partners in February 2023 completed a two-year portfolic
ghgrment programme to strengthen the balance sheet and focus
cn the Group's chosen markets.

The programme realised tota' cash proceeds of ¢.£640 mithon,
well exceeding our initial target of abcve £400 miltion, and
reduced lease liabilties by €.£340 miilion. As a result of this and
a3 better than-expected cperating cash performarce, net debt at
31 March 2023 was £564 million, representing an aggregate
reduction of £789 million over two years. Over the same pernod,
our net debt to EBITCAY Y gearing ratic (on a covenant basis)
reduced from 2.5x at March 2021 to 1.5x at March 2023.
During the period we have also fully paid off ¢.£400 million of
deferred creditors and supply chain financing arrangements.

A focused and differentiated portfolio

Our portfolio is now aligned with our strategy to leverage our
capabilities in growth areas of defence and security. On a proforma
basis®, 68% of FY23 revenue is denved from the defence market.
which we expect to steadily increase over time.
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We are predominately focused on services, wth most of our
business oroviding compiex programme suppot to UK and
atertationa’ customers ot sudport of faer ~equire ments of
capaoi'ty, affordability and availabitty, Tne Dalance of our
gpe-ations comorises the design, manufacturag and 'ntegration
of soecialist equipment and technologies for our defence and
civil customers.

With Stabilsation complete, our strategy is now firmiy focused
on deivering value through continual operat:onal improvement
and sustainable growth.

Execute: ongoing operational improvement

We “ave made further progress in cperational delivery across the
Croup. underpinned by a strengthened corporate culture which
dnives petter outcomes for ali our stakeholders. Our work to drive
cultural change centres on our peogle. In October 2022, we
concluded the first Group-wide survey of empioyees for more than
10 years. This achieved a response rate of 79%, demonstrat'ng a
high level of engagement. The survey results have driven the
development and implementat’ on of action plans as part of our
overarching People Strategy. Examples include the iaunch of a
Babcock Role Framrework to transform the employee experience,
aenning and standardising role categarisation and opening
professional development pathways and carees apportunities.

We are fostering a consistent Croup-wide 1sk-based conto! approacn,
aiming for predictabitity and optimisation uf perfunnance through
‘nvestment in systems, controls and the expertise of our pecple.
While there is still much to do, operat:ana! iImprovement wiil
continue to be a key driver of margin expansion, cash generationr
and nigher returns aver the coiming years.

Enhanced control environment

During the year we launched a nurnber of Group-wide process and
contral initiatives and furctional changes developed to improve
efficiency, erthance our control envircnment, and furdamentaliy
reduce risx in the business. We designed and impiemented a Gioba
Project Management Framework to standardise and professionalise
project management across the Croup. This framework inciudes
cur Integrated Project Controls processes which enhance our atility
te make data-driven decisions, which is key to improved delivery
and mitigaticn of risk I our Major projects.

We have also introduced a new centre-led commercial function
tasked with aptimising commercial risk management and have
implernented 15 key ‘Blueprint’ fundamental management review
controls which mitigate significant contract management,
commercial and financial reparting risks, We also launched a
Ciroup-wide Global Business Management System which will drive
commonality and best practice across the business.
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CEQ review {continued}

Enhanced delivery

We are proactively managing exposure o stoncally one nus
long-te~m cont-acts and focusing on rexlacing tnem with higner
guaaty orders with improved terms gnd/or a iowe-” execut-01 7'sk
orefie. At te oeginning of the tuinaround. we identified a sma
group of h.gne- visk :egacy cont-acts that generated zero margu.
Assoc:ated revenue from™ these contracts continues o reduce from
over £400 mifion in ©Y22 %0 iess than £300 million expected i1
Y24, tvrough a compination of contract comoletion and delivery,
such as the Vanguard iife extension (LIFEX), and efficiency
improvements, such as DS, both described below.

We recently concluded the Devonport elerments of the tighly
complex - and first of its kind - LIFEX of a Vanguard Class
submarine, with the first vessel returned to the UK Royai Navy

i May 2023 after seven years. This was cre of the largest and
most complex submarine engineenng projects undertaken ir the
UK, with HMS Vanguard being the first of her ciass to receive an
extensive life-extension and upgrade package - essentially a
rebuild rather than a traditional refit. We have learned many lessons
In how to scope contracts, mabilise and deliver such a complex
graject. The novel and significant risk asscciated vath tus upique
project :s now behing us. Maebilisation for the next sunbmatine in
ha programme, HRES Victaricus, s now andenway, on Lontract
terms that allow us t¢ manage pragramme risk mere effectively
and -mprove delivery.

A successtul example of the tumaround ymproving programme
delivery is the 10-year DSG contract awarded 1 2015 ‘or the
maintenance, repair and overhaul {MRO) of gritish Army land
vehucies and equipment. Fotiowing a radica’ overhaus of the
aperation Lo raise productivity, we have markedly impioved
operating perfarmance and detivery for our UK MOD customer.
who nas *formally notified us of therr intention to exercise up to
five apticn years with modificaticns that will contribute to better
outcemes far the customer and for Babceck. We conunue to
evolve complex vehicle support and maintenance sciunens that
cauld 'ead o future opportunities in the UK ard 'nternationatly

Earlier this month we were awarded an ipitial cne-year, C.£5C
million contract, with options to extend. by the UK MCD to support
urgent operationa! requirernents for Ukraine’s military land assets
as part of the UK's support for the country.

Further advancing our ESG strategy

Over the year. we have made progress in the delvery of our ESG
strategy and corporate commitments, whie increasing disclosure
on key sustainability interests. In April 2023, we submitted cur
mnterim and Net Zero carbon reductian targets to the Scence Based
Targets mit ative (SBTI) and we conducted a strategic climate-
refated risk assessment as 'nput to our five-year planning process,

We ae also contwing tointegrate our five £SC priorbes, which
orov de a comprehensive framework For integrating sustainanitity
ATO T DLSiness:

. Reduce eqmssions and set et Zero 2040 targets
Inteqrate environmentai susta:nability into Drogrammes

. Ensure Tye safety and weil-beng of our peopie

imotove communities, and drovide nigh-quality jobs

. 3e a collaboratve, t-usted partner acToss the subdly chain

Ul:[hu.)!\_;-—u

in addt.on, we nave further emoedded 2SG into our performance
framewark with remuneration tnked to our Net Zero emissions
target and diversity and inclusion targets, measured through

our KPls,

More broadly. we have a critical role in global defence and national
security n the countries in which we operate. As global instability
gnd politcal turmaoit increases, we support the view that democracies
need to he aple to defend themseives from aggressors. Without the
stability provided by strong deferce, it is challenging for governiments
O orogress envirgnrmentar or sacial Il'ﬁp!’OVEmETIt measuUies.

Nuc:ear power. and 1n some instances nuclear deterrent, form a
cruc.al part of the restiency framework developed oy many
democratically e'ected Governments. Babcock has Deen supporting
the UK's commment to its Cont nuous-At-Sea Deterrent tor over
50 years, whle also delwvering cnoical civil nuclear enganeerng.

We wil continge to sLpport our customess, both with thei- deferce
agenda and their commit ment te generate «Ow emissien power
fror~ nuclear energy.

Financial risks being better managed

Inflation: The macro-ecanomic environment remains volatiie,
although there are signs that the extrerne .nflationary pressures
experienced over the |ast year are beginning to recade, albelt
sy, Approxirmnateiy twa-thirds of cur revenue base has some
measure of prctection for inflation. The remainder are. “Frm™,
fixed-price contracts which retain some inflation risk. Many are
relatively shart term (one to two years), qiving us the opportunity
to replace therm with wnproved terms.

The Group's largest expasure to inflation is rising labour costs
{approximatery 50% of the cost base of the fixed-price contracts),
particularly within the UK. The Croup addressed labour cost in the
UK for FY23 with a pay dea! that targeted all but the higher paid
employees to assist in the cost-of-living increases. Thus pay dea
resulted in g c.£25 milion ©Y23 cost increase over and above costs
that could be recovered through extant contracts, which we have
offset through ctner efficencies. The FY24 pay cycle has commenced
and we continue to expect to offset unrecoverable increases through
targeted efficiencies,
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Grow - building momentum

Our nortfelio 's now aligned with our growth st-ategy. This wilt
leverage cur techmical capability to grow our defence and senvsces
business, both internarionally and in fhe UK. The defence marxet
backdrop -emains supportive, driven oy geopoitical instability and
a neigntened threat enviconment, a'though global financ:al
oressures do aiso remain acute.

whether it be througn enginee ng sud20 T sUCT a5 Mantaining

or extending the life of complex assets, through the design and
manufacture of specialist equipment, or through the integraticn of
new technologies info innovative and cost-effective soluticns, we
see significant opportunities in our defence and adjacent markets.

Growth drivers

It is becoming clear that the events i Eastern Europe and growing
tension In the Asia-Pacific region are driving planned increases in
global defence expenditure. Whilst some additional funding will

go to new equipment, there is a realisation that increasing the
availability and capability of current military assets 1s cruc.al, As we
are largely platform-agnostic, we partner with delivery agencies — in
some cases as a Design of Technicar Autnority - to support the™ as
they make critical decisicns tc modernise and life-extend ageing
aseate and Natformg

As defence operations madernse, so too will the support required
tc deliver campdigns. The gutscurcing of fronthine support and
services that require skilled, engineering -based capabilites will
continue to grow, as will the qeed [ul spediallst training.

The rapid pace of technalogy and ever-changing threat
environment s driving the need to deliver military capability
with agqility and at pace. Qur techrology and systems integraticn
expertise, including capability insertion and equipment
modernisation, continue 1o drive growth.

Evidenced through our sectors

Marine - increasing naval support and technology cpportunities
in the UK and internationalty

As 3 leading provider of naval ship and submarine support and
mamtenance to UK, Canadian, Australian, US and New Zealand
navies, we see opportunities emerging in the short term as a resuit
of the increased cperational tempc and, over the longer term,
through fife-extension and naval fleet modernisation strategies.

In the UK, cur ability to deliver complex, cost-effective support has
aliowed us to secure several new naval support contracts in the
year, including a critical 10-year docking contract for the Gueen
Elizabeth Class aircraft carriers and a contract to support the UK
Covernment's research vessel fleet.

in Australia, following our appointment as the Regiona
Maintenance Provider with responsibitity for managing the
support of Royal Australian Nawy {RAN) vessels in Western Australia.
further opportunities are emerging as the RAN re-organises its ship
support model. Elsewhere we are seeing opportunities to support
our international custcmers, for example, following our recent
programme to regenerate ex-UK Royal Navy Sandown Class mine
countermeasures vessels for Ukraine.

» Financial Statements

We are continu-ng to experience :nternationa! interest for the
oroven Arrowhead 140 naval ship design used on the UK Type 31
frigate program:e, both in our focus count-es and other expoit
markets, driven oy dermand for affordable nava’ oower.

The investments we have made n our advanced reanufacturing
facility in Rosyth are not only atlowing us o deliver new performance
standards 1n LK waiship build but are drawirg irterest from other
domestic and internationai customers who value our flexible,
scaladle agvanced and modular manufacturing capanihties. A ey
part of thar capability is the delivery of missile tube assemblies for
the UK Dreadnought and {S Columbia Ctass submarine programmes
where Rosyth 1s the programme centre of excellence for tube
manufacture as a result of investments in advanced robotic solutions.

Cemand for our Liquid Gas Engineering {LGE} products and
innovative technologies for the processing. handling and storage
of iquefied gas remains strong as cur customers look to satisfy the
growing global demand for cleaner energy solutions to replace
t-aditiona! fossit fuels such as coal. We cortinue to nnavate in this
area, seeking commercially scalable technologies for the transport
and management of gas and liquid fuels that car he!p to reduce
the industry’s carbon emission buiden,

We cammand 3 strong pOGHnn in tha defance dinital markar
Ir the year, we were awardec a six year ¢.£400 millicn contract

to manage and operate Skynet, the UK's military satellite
communications system, part of the MOD's ¢.£6 billion Skynet 6
programme marking a significant opportunity in the space doimdin.

Nuclear - growth acroess defence and civil nuclear markets

Babcock sustains the entirety of the UK Royal Nawy's nuclear-
powered submarine fleet. The major programme tc modernise
submanne nfrastructure across Devonport continues to grow as
the UK progresses a multi-year phase of ciass transition, wnich
will tead tc concurrent support of four classes of nuclear-powered
supmarine — Trafalgar, vanguard, Astute and, ultimately,
Creadnoughit. Cur upgraded facilities will support and maintam
the t1Cs criticat sibses and nuclear deterrent capability for
decades to come.

During the year, we launched the Submarine Avaitability Partnership
with the UK MOD and Submarine Delivery Agency (SDA) to improve
submarine availabihty over the long term. We are currently in
discussions with the SDA and the Royal Navy with the intention

of finalising a long-term strateqic partnership to ensure the stable,
safe, effective and efficient delivery of deep and pase maintenance
of submarines.

We welcome the announcerment from the Australian, UK, and US
Covernments [AUKUS) regarding the decision for acquisition of
nuclear-powered submarines. We play a criticat role in at three
countries’ submanne programmes today. Qur experience of nuciear
infrastructure, workforce upskilling, and regulatory and safety
stewardship, combined with our unique expertise in nuctear
submarine design and through-life suppart, pesitions us ideally to
help to deliver 3 nuclear-powered submarine capability for the RAN.
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CEO review {continued}

In civ.! nuclea, we recently secured a contract with the Japan
Atom.c Snergy Agency (JAFA) to orovide specialist canpabiity in
suppart of the decommissioning of the Manju Pratotype Fast
Reactor {FR} 'n fukui Prefecture. In 2ne UK, tarough our soecialist
qucear capazilites and our advanced manufacturing expenence,
we are well postioned for ooportunities to suppodt the ould of the
new fleet of advanced or smat! modular reactors to pe developed.

Land - MRO and training contract wins underpin growth

Demand for our speciaiist fand equipment MO and Hee:
management capabilities 15 strong. Our waork to deliver urgent
operational requirements tao revalidate and modernise 'ang assets
and gifted equipment 1n support of operations 1n eastern Ukraine
has recently led to the award of an initial one-year contract to
support Ukraine's mulitary land equipment, including maintenance
of critical military venicles, training of Ukraimian personnel, and
management of supply chains and spares.

Our globa! reputation for asset support s allowing us to expand our
operational role in france, We are pursuing a number of emerging
oppertunities folowing the award of our first land support contract
in France, a 10-year contract Lo support &v transit and aircraft
Operations eqUIDMENnt acrass 26 muitary bases.

TraH g DEISORNE IS & L LU ipOnelit Ly suppan v delence
equipment and asset modernisation praogrammes. \We see significant
appartunties for partnersmp and growth, In the UK, we are
colaborating with traiming partners for the Brtsh Army's

£1.3 billion Callective Training Transformation programme.

Trrough our relationship with the UK's Supacat, we are delivering
70 High Mobility Transporters for the British Army, with a potentia
total requirement of up to 240 of these light armoured vehicles,
through a new dedicated production Iine, providing an gperationally
capable and cost-effective protected mobility vehicle, There is
internationa! interest in this platform with the opportunity to
develop an export sales pipehne. We are also supporting the LUK
MOCD and British Army's shift to electric vehucles (Ev) from 2030
through a new contract for EV canversion and triais of i.and Rover
vehicles, to heip the Army to understand the applications and
constraints of electric propulsion.

Aviation - opportunities in ali our disciplines (training, MRO,
aerial emergency services and aviation technologies)

We see potential to materially grow our Canadian aviation business.
initiatly, through the recent award of a ¢.£20C million, 10-year
helicopter emergency medical services contract commencng in
2025. Also, through our bnd with joint venture partner Leonardo in
respense to Canada’s Future Aircrew Training (FACT) programme for
military pitot training over 25 years,

Mo

Lo

feoruary 2623

# successtul, this would furtne- strengthen our internationa.
aviation tramng capabilities and resuit i the Groun delver'ng noth
new olatforms and new capabiities to the Royal Canadian Arr
Force. The outcome is expected to he deciaed 'ater i 2023,

In the LK, we are partnenng with the UX Rovai A Force's Rapd
Capaoility Office to progress a range of sustainabie aviation
recnnofogies that courd minimise (e envirorimental impact of
light arrcraft fiying traiming, for example sustainable aviation fuel.

Trading in the first quarter of FY24

Trading in the first quarter ended 30 lune 2023 was in line with
expectations.

Outlook

FY24 outlook: Our expectations for FY24 profitability and
cash flow are unchanged, alttiough operating cash flow may oe
weighted to the second half given the FY23 over-performance.
With ¢.£ 2.8 billion of revenue under contract at 1 April 2023
and around £7006 mihon of framewors orders expacted to De
delivered in FY24, we are confident of another year of organic
revenue growth and further underlying margin expansion.

We also expect to reinstate a dewidenc in Fy24, as ndicated

in the Annl h‘;:dinr_] HpaEe

Mediumn term guidance

_coxing ahead, naving succassfully stabiised the Group and
through the ongoing execution of operational impravements ta
enhance the risk profile of the business, over the next three-to-five
years, we believe we can:

= Deiver underlying operating cash conversion at at ieast 80%
« Achieve underlying operating margtns of at least 8%
« Celiver average annual revenue growth «» the mid-singie digits

Year t¢ year, there are a number of factors that could influence the
pace of actheving these targets, for example mobilisation of large
new Programmes and phasing of Iower Capital iNtensity Work, such
as Nuclear infrastructure, that could accelerate revenue but siow
margin expansion. We wiil continue to enter Into new contracts
giv:Ng dug cansiderdtion in each case tc all refevant factors to
maximise sharehotder value, and in particular to growth, risk and
capital intensity criteria,

David Lockwood OBE
Chief Executive

A defined Aiternative Performance Measure (APAS] as sef out n tne Financia Glossary on page 38
. Excudeés Type 21 icss of ¥ 1CC.1 milon as descroed r Nete 1 of the fimanc a statements

. Prc forma - exc uding the revenue from ¢ sposed bus nesses of £427.0 miiors LK ¢y taaag ot £330 mirion and BuroSesn ARS of £286.5 mi- on. ot sad n

4. Cur Y24 ocut ook and 'ned urm-term guicance s based o FY23 resu ts exc ud ng 1me mpact of cisposais, tre Type 21 css anc 2 £11.6 rulicn one off credt - Lard.
Exc:eding rese tems, FY 23 revenue was ¢ £4 oilicn, cndery ng operating profit was ¢ £ 265 m icn, and undertyng cperaling margin was £.6%

wd Fel T ang
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Capital allocation

Cur refreshed capital allocation framewaork s underpinned by a commitment to maintais strong baiance sneet and rvestment-grade credit
rat’ng, with a target leverage or 1.0x to 2.0x net debt to ZBITDA,

The frarmework :s aligned with our strategy to maximise va ue for our sharenaidess waile balanc.ng nearterm perfformance and long-ter v
gowt obiectves.

Any furtne- caprtal could 5e apped o the following three areas, Dhortised acco ding to the orevail'ng crcumstances at the time that is
assessed oy tne 3oard to Mmaxmise shareholde- vaive:

* Boit on M&A — Opportunities that nave a stiong fit with the Group

+ Pensions - Acceleration of our pension scheme abligations

+ Returns — Further returns to sharehotders of surplus capital

Capital allocation framework

Priorities FY23 progress Further capital options

o Organic investment

Organic investment to strengthen .. .
ang grow the business ° 0”9,0'”9 !nve‘Stment mn M&A . 5
business improvement Bolt on opportunities with
a strong fit
e Financial strength
Maintain strong balance sheet and Leverage reduced to 1.5x, Pensions
investment grade credtt rating S&P credit rating UpgradEd Acceleration of our pension
to BBB (Stable) scheme obligations

€) ordinary dividend

Pay an ordinary dividend Cormmitment to reinstate a Shareholder returns
dividend in FY24 Further returns to our shareholders
of surplus capita!
Supports growth and shareholder returns
Other information
Dividend

No ordinary dividends have been paid or declared for the year ended 31 March 2023. We expect to reinstate a dividend in Fr24.

Board changes

Two Non-Executive Directors retired in the period. In July 2022, Russ Houlden retired after two years of service and Kjersti Wiklund
retired in September 2022, after four years of service. Kjersti was succeeded as Remuneration Committee Chair by Carl-Peter Forster.

in December 2022, we welcomed lane Moriarty as Non-Executive Director. In May 2023, the Board announced the appointment
of Sir Kevin Smith as Non-Executive Director with effect from 1 june 2023,
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Market review

Our defence and nuclear markets

Defence remains our largest market.

We nave a cnca ire 'nglobai defence and security with operations
in JK Austalia, New Zeaand, Canada and France. We aso design
and manufacture equipment and systems fo- several other nations
inciuding the US and Sout Korea. Our defence custorers all have
NCrEasingty COMpiex requirements wtin a focus on va'ue for
maney, high utihsazon of tnes assets, modernisation and fexidiity.
These requirements are driven by:

+ A unstabie geopolitical eavironment, evolving threats and
unpredictable crises
» Budget constraints during huigh inflation

* The need to develop and appry enhanced technology to counter
new threats

» Disruption to supply chains
» Customer ESC requirements

Babcnek's strategy (om page B) a-ms to detiver an attracve offening
for our custorers; avaiabinty, affordabity and capabuiity.

Availabitity - Our customers require high utilisaticn of cemplex
assets, from ships and submarines to miitary and emergency

condcos gireroft and wehicler, Qur flect support
mode's are Increas:ngly geared to highe~vaiue-add avaiabi‘ity-
based sowutions des.gaed to optimise asset ur.asation and “educe
lifetirme costs.

and suctainmaont

Affardability - Cur custcrmers are alsa demanding vaiue for maney
on suppert programmes and new platforms. Our deep understanding
of cur customers’ needs, and our ability to bring suppliers and
technologies togetner o deliver an integrated solution, enable us
to prowde the affordability and flexbility they require.

UK defence
54% of FY23 revenue*

Market position - Qur primary defence market is the UK, where we
provide critical support to all the UK's armed forces. We remain the UK's
second largest defence supplier with around 8% of total MOD
procurement spend and, as part of the Strategic Parthering Programime,
we are working with the UK Government and MOD across muitiple
criticat programmes to ensure the increasingly complex needs of our
armed forces are met.

UK defence spending rose to £46 billien in 2022, £3.6 billion higher
than 2021, an increase of around 9%, adjusted for inflation, with an
estimated c.E26 billion spent on MOD equipment, support and
infrastructure.

in March 2023, alongside the launch of the Integrated Review Refresh,
the Prime Minister announced an additional £5 billion for the MOD
cver the next two years, to help replenish and boister vital ammunition
stocks, modernise the UK's nuclear enterprise and fund the next phase
of the ALIKUS submarine programme. This included an ambition to
increase defence spending to 2.5% of GDP in the longer term.

ProforTa P23 evenue exc udes o F422T revenue o1 divested Dus.nesses
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Capability - Ou- customers operate In Comalex and ever-changing
environments, wiich drives a continuai need to adast and ennance
cazability. We aooly our understanding of tecnnoiogy integ-atior,
infrastructute manage—ent and specialist r-aiving t0 \mprove tney
caoabilty, whethe it be tYraugh support or product seiutions,

Tne continuation of the Russian wnwvasion of Uk-aine has ied tc a strong
response from defence markets. Defence budgets have, and are
planned to continue to increase, boost.ng capamty and avarabiity
of equipment, land assets, oersonne: and training, and to “ediace
denations to Uxmaine. European countries continue to adapt their
defence budgets and arter thew defence posture to increase force
readiness. NATO has agreed to enhance the size of the battie
greups in Eastern Europe white Finland and Sweden intend to join.
The crisis has also led to increased defence spending across the
Indo-Pacific, as assessments of Chinese intentions are updated,

and the Middle East,

Dunng the year, the coilaboration between Australian, UK and US ,
governments {AUKUS) announced the selection of a design variant

aloengside a phased approach to deliver conventionatiy armed,

nuclear-powered submarines to Australia at the earliest possible

date. The conaberation alsc covers electromic warfare, information

sharing, defence :nnovation, autonomouys systems, art.ficial

s ' ' ot
ISy ek giba Wikt d copdiseiitia,

UK and targeted :nternationai defence markets cont nue to offer

sign-frant resitience and growth, alongside ncreased short, mediurm

and icng-term potent:al. bath through increased spend i our i
existing markets and expansion nto new markets.

Investor ESC congerns around defence companies have also been

challenged as commitrent to defence is shown to be necessary to

preserving the iiberai dermocratic order which is a prerequisite for i
addressing the ESC agenda.

Opportunities ~in the Government's Defence Equipment Plan, £242
billion is intended to be spent on equipment procurement and support
over the next 10 years, which presents opportunities through: the
Defence Nuclear Enterprise {£68 bilion including Submarines and
AWE). Defence Digital (£28 billion including defence IT systems and
services), Ships {£22 billion including T31 and T32) and Land
Equipment (£17 billion including Merpheus).

The War in Ukraine and growing globat volatility is driving a need for the
MOO to: increase availability and resifience of in-service military platforms
and systems: develop new technology to sustain competitive advantage;
and integrate efforts with industry partners as welt as strengthen and
increase the resilience of the industrial supply base, with a particular
focus on expart success. All of these present opportunities for Babcock.

Risks — [n FY23, £2.3 hillion of cur revenue came from direct MOD
spend, an increase of 7%. Increased spending from the MOD is spread
across major critical programimes such as Type 31, investment in naval
nuclear infrastructure and the Future Maritime Support Programme (FMSP).

As the UK's second largest defence supplier, we recognise that this
represents a significant reliance on the UK MOD. We routinely review
reputational and execution risk on the volume of critical programmes in
which we are involved (see our Group principle risks, page 87).

The continually evolving international geopolitical and threat
environment may see repricritisation of budgets away from traditional
large, complex platforms to smaller, uncrewed platforms and cyber.
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Australia and New Zealand defence

7% of FY23 revenue”

Market position - Babcock supports the armed forces of both
Australia and New Zealand. We are a strategic maritime sustainment
partner to both the Royal Australian Navy and the Royal New Zealand
Navy. In Australia we provide support to both Collins Class submarines
znd surface ships including ANZAC ciass frigates, Canberra Class Landing
Helicopter Docks {LHD) and LHD landing craft. We strengthened this
position with the contract awards and extensions. In New Zealand we
provide asset management services, incfuding engineering, project
management, production and operational support to the entire Royal
New Zealand Navy fleet, from frigates through to small boats.

We have alsc been awarded a contract to upgrade and sustain the
Australian Defence High Frequency Communication system (DHFC). This
builds on our proven DHFC experience in the UK and New Zealand and
reinforces our core capabilities in delivering technology-led, cutting-
edge sohutions to support complex electionic defence programmes.

Opportunities — We are well positioned to take advantage of growing
opportunities in Australia. In April 2023, the Covernment announced
and accepted all recommendations from its Defence Strategic Review
{DSR}, which concluded that the Austratian Defence Force is not fit for
purpose, due to significant changes in strategic circumstances, and
identified six new priority areas. The DSR strongly supports acquisition of
nuclear-powered submarines including immediate infrastructure
development. it also recommends a continuous naval shipbuilding
programme, to ensure an optimal mix of tier 1 and 2 surface combatants,
consistent with a strategy of a larger number of smaller ships.

Canada defence

3% of FY23 revenue”’

Market position — Babcock delivers Victoria In Service Support
Contract (VISSC) to sustain the Royal Canadian Navy's (RCN) Victoria
Class submarines. Working with the RCN. Babcock has transferred the
skills and expertise required to provide through-ife support and
rmaintenance to submarines from the UK to Canada.

Opportunities — We continue to target large military aviation training

France defence

4% of FY23 revenue”

Market position - We have an established position in military aviation
training for fast jet pilot training and strengthened our position in the
military rotary wing maintenance, repair and overhaul (MRQO) market.
including the provision of search and rescue aircraft and services for the
French Navy. We have now moved inte land support in France.

Opportunities - Defence spending in France continues to grow with
clear opportunities in mititary aviation training and MRO, and armoured
vehicle MRO.

UK civil nuclear
4% of FY23 revenue”

Market paosition - Babcock is the only major UK-owned nuclear
services partner for Government and is unigue in covering both the
defence and civil sectors. We provide complex services across civit
nuclear new build, operatiens and decommissioning in the UK, and
provide more limited services internationally.

Opportunities — Nuclear power is a key part of both the UK's Net Zero
strategy and its energy security post-Ukraine. The Government’s Energy
Security Strategy published on 6 April 2022 announced a new body
calied Great British Nuclear (GBN).

By 2050 this body aims to bolster the UK's nuclear capacity to up to 24
GW of electricity, or 25% of projected demand, through up to eight
new reactors, with one being approved each year until 2030.

* pProforma FY23 revenue excludes c.£4 22 revertue from divested ousinesses

» Financial Statements

The Government alse announced immediate reforms o enable better
defence partnership with industry. The May 2023 budget reinforced
commitment to the DSR and AUKUS with §19 biflicn to implement
immediate priorities, incfuding AUKUS and innovation.

Risks — Competition is strong, but we are developing our in-country
capability and credibility. We are now the regional leader in warship
sustainment and high frequency communications. Navat capability
upgrades however may be reduced while the fleet review is conducted,

AUKUS - the future submarine will be based on the UK's Astute
replacement programme, incorporating technology from all three
naticns. Australia and the UK will both operate AUKLS Class submarines
and will begin to build in domestic shipyards within the late 2020s.

From 2023, Australian military and civifian personnel wilt embed with
the UK and S Navies and submarine industrial bases. The US will alsc
increase port visits to Australia to accelerate training and development.
From the early 2030s, Australia intends to purchase three Virginia Class
submarines from the US with an option to buy two more.

The UK intends to deliver its first AUKUS Class submarine to the Royal
Navy in the fate 2030s while Australia will defiver their first domestically
buitt submarine to the Royal Australian Navy in the early 2040s.

Babcock's expertise and technical capabélities mean we are well placed
for epportunities in designing, building, and supporting the AUKUS Class
as well as development of nuclear submarine infrastructure, skills ang
requlatory framewovrks.

opportunities in Canada. The evolving geopolitical landscape is driving
Canada tn te-assess it Dafence Poliry — with areater fociis expected on
Continental Defence and Indo-Pacific Operations. This may offer
opportunities for Babcock, particularly in ship and submarine build and
sustainment, military training and mission systems.

Risks — A preference for well-established native competition could limit
Babcock’s exposure to further opportunities given our relatively modest
foctprint in the country. Our current work is based around naval
engineering. This is highlighted as cne of the Group's principal risks,
see page 87.

There may also be some opportunity for the in-service support of
non-compiex naval vessels and equipment, and for our mission systems
business in maritime autonomy. French and UK bilateral relations, are
reinforcing the relationship, announcing deeper cooperation on Ukraine
and renewed commitments to ensure that their mititary equipment is
interoperable.

Risks - Simitarly to Canada, France has well established domestic
defence suppliers, often with some element of state ownershig. As a
British company with limited infrastructure, we may struggle to
compete for some opportunities.

GBN also launched the new £120 million Future Nuclear Enabling Fund
(as part of a total £2.3 bitlion commitment) to provide targeted support
towards further nuctear projects. In November 2022, the Government
confirmed a £70G miflion investment in the new Sizewell C nuciear
power station. Subject to technology readiness, Small and Advanced
Modular Reactors {SMRJAMR} will form z key part of the nuclear project
pipeiine. We are well positicned to take advantage of opportunities in
these areas.

Babcock has signed a Memorandum of Understanding {Mol} with US
nuctear reactor and fuel design engineering company X-energy to act
as its deployment partner for AMRs in the UK.

Risks — The UK decommissioning market continues to be chaltenging
suffering from programime procurement delays. In addition, historically
it has been hard to secure the necessary commitments to make new
nuclear power a reality.
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Business modei

Our business model

We provide a range of products and service solutions to enhance our customers’ defence
capabilities and critical assets. Our business model is underpinned by a deep understanding

of technology integration and engineering, infrastructure management and specialist training.
We help our customers around the world to cost effectively improve the capability, reliability
and availability of their most critical assets.

Our key strengths

and resources

Our people

We rely on our peopie, and their
experiences and skills, to deliver for our
customers and solve challenges every
day. We aim to better support and
empower our workforce of over 26,000,

Customer relationships

We are a trusted partner, critical to
our customers’ ability to solve complex
problems. Through loeng-term
programmes and contracts, we work
coilaboratively with our customers to
understand their needs and identify
solutions that add value.

Our assets

We own critical national infrastructure
across the UK, including the Rosyth and
Devonport Royat deckyards. We also
operate a range of customer-owned
critical assets such as naval and air force
bases, complex engineering facilities
and aircraft for the delivery of emergency
services and military training.

Our technology
and know-how

We use our technology and our highly
specialised engineering know-how to
sclve customer challenges. We have a
deep understanding of our customers’
assets and are able to integrate
technologies and capabilities to support
their needs and provide services that
add value.

Safety and regulatory
compliance

This underpins all work. We and our
custormers operate in heavily regulated
environments where the health, safety
and wellbeing of all stakeholders is the
number one priority.

20 Bazcoc« Internaticnar Croup PLC &

What we do

Deliver support on
complex pregrammes

We provide through-iife technical and
engineering support for our customers’
assets, delivering improverments in
performance, availability and
programme cost.

We deliver these critical services to
defence and civil customers, including
engineering support to naval. fand, air
and nuciear operations, fronttine
support, specialist training and asset
management.

Product design,
manufacture
and integration

We design and manufacture a range of
defence and specialist equipment from
naval ships and weapons handling

systems to fiquid gas handfing systems.

We also provide integrated, technology-

enabled solutions to our defence
customers in areas such as secure
communications, electronic warfare
and air defence.

Howwedo it

© Foundations ———————

We work collaboratively with government 1
departments, public bodies, highly |
regulated industries and biue chip |
companies, and are embedded on E
crucial long-term programemes. We i
focus on markets and customers with L
ottsourcing modets that reguire

value-add engineering-based support

and product deveiopment. Qur five

main markets are the UK, Australasia,

france, Canada and South Africa,

with operations in and exports to

other countries,

© Bidding and
business development

We continually monitor opportunities
across our markets. using strong
reference cases and deep sector
expertise to identify ways to solve new
and existing customers' challenges and E
suppart their programmes. \We have a f
multi-gate review process for contract ;
bids to help ensure we cnly bid on E
{
!

P e

value-creating work.

© Contracting ———!

A significant proportion of our business
is carried out on a tong-term contract or
multi-year framework basis. Our
contract backlog of £9.5 billion of
contracted work provides a base level
of revenue for the years ahead,
supplemented by new business wins,
framewocrk arders, contract extensions
and variations, and shart-cycle work.

Revenue is recognised as we deliver on
our contracts and performance
obligations are satisfled. We have an
established review process to manage
contract risk. See page 87 for our
principal risks.
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Creating stakeholder value

|

Supported by our
strong corporate
governance
and culture

1l

Sustainability

Our ESG strategy is a key component

of how we deliver and increase the
sustainability and growth of our business.
Our business has a significant impact on
society and the environment and
sustainability is an integral part of our
corporate strategy and how we do
business. See page 58 for cur ESG review.

© Investment
and capability

The cash we generate funds selective
reinvestment into the business,
principally through capital expenditure
to develop our unique infrastructure,
equipment, IT systems and engineering
talent. See page 17 for our capital
allocation framework,

—@O Partnerships
and collaboration

Partnering and collaboration are key
i te our success of bringing market-

! Jeading capabilities to our customers.

We bring together organisations to
deliver engineering and technology-

| based products and support solutions

that add value to our customers and
increase access to markets.

—@ Technology-based

solutions

We apply technology-based solutions
to solve complex customer problems.
We invest in technclogies that
optimise asset utilisation, advance
manufacturing, enhance support
capabilities and add vaiue to
customers, OQur data analytics, digital
design and integration capabilities
reduce costs and increase the
customer’s ahility to adapt to
technology developrments.

Customers

Delivering for our customers and partnering
with them on the challenges they face.

Investors

Creating shareholder value through
growth, cash generation and the efficient
allocation of capital. Delivering
shareholder returns through dividends
and increased share value.

Employees

Cieating a Lriie piace o wolk wieie
employees are valued and motivated at
all times.

Requlatory and industry
bodies

Never compromising on safety and
complying with regulations at ail times.

Supply chain

Creating jobs and nurturing investment
through coliaboration with our supply
chain.

Communities

Providing jobs and investment across the
UK and ensuring we act responsibly at all
times in the interests of local communities
arcund our sites.

See page 56 for details on how we
engage with stakeholders.
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Key performance indicators

How we measure our progress

We have six financial and three non-financial key performance indicators (KPIs). The six financial
metrics are alternative performance measures, which we use to monitor the underlying

performance, are not defined by International Financial Reporting Standards (IFRS) and are
therefore considered to be non-GAAP {Generally Accepted Accounting Principles) measures.
The Group has defined and outlined the purpose of its aiternative performance measures in the

Financial Glossary starting on page 38.

2023 Results

Organic
revenue 1
growth (%)

i
i
|
I

9.9% |

Underlying
operating

‘ margin (%)

4.0%

! -]
. i I
j Tq]
i

~ {

-

NiA
> OFY23 ¥ A
Definition Definition

The maverment i revenue
compared to that of the
previous year excluding
the impact of FX,
contrbution from
acquisitions and disposals
over the prior and cuirent
year See note T of the
accounts fer detaids of our
revenue recognition policy.

Commentary
Crganic reverue growth
was 0%, dnven by an
Increase acress all sectors,
see cur Operational
reviews cn page 40.

Link to glossary

Organic revenue growth

Link to medium term
guidance

Organic revenue growth

22

Lrderlying operating picfir,
expressec as a perceniage
of revenue. See page 26
for & reconaliation of
statutory 1o uncerlying
aperating prafit.

Commentary

Croup mardgin was lcwer
year or: year driven by the
Type 31 loss impacting
profi. Excluding this,
undertying margic
increased 50 basis poirts
to §.3%, see qur
ccmmentary on pege 26.

Link to glossary
Linderlying operating
margin

Lrderlying aperating profit
Link to medium term

gquidance

Lridertying operating
margin

Bapcocx [sternationg Croup PLC - 40w <efoirarc -

' Underlying
 EPS (p)

17.7p

28.8
30.7

Definition

Underlying eareings,

after tax dwided by the
weighted average number
of ordinary shares.

Commentary
Lnderiying eamings per
shiare gecreased Lo 1 7.7
pence in the year due (&
the Type 31 loss.
Excluding this, EPS was up
10% to 33.8 pence, see a
reconciliation on page 27.

Link to glossary

Underlying Easic earmings
per share

are o statomeis oL

i

|

Underlying
operating

173%

Fofet Y23

Definition

Lnderiying aperating
cash conversion Is defined
as underlying operating
cash flow after capital
expenditure as a
percertage of underlying
operating profit.

Commentary

Lnderlying operating cash
carversion of 173% reflects
reduced working capital
andg tower than expected
capital experditure and
underlyirng operating profit
was lower due to the Type
37 loss. Excluding the
Type 31 loss, cash
conversion was 1 10%,

Link to glossary
Lnderlying operating casn
conversion

Urgerhyng operating profit

iLnderlyirg operating cash
Aow

Link to medium term
guidance

Underlying operating cash
carversior

Net debt/EBITDA

. fcovenant basis)
' cash conversion (%} |

f

|
!

1.5x

-
=

[T N Fy23

Definition

Net debt to EBITDA as
measured in our banking
covergnts. This uses net
debt fexcluding operating
leases) dvided by
undertlying earnings before
interest, tax. depreciation
end amertisatior, plus iV
dividends recerved.

This definition makes a
sertes of adjusiments te
bath Group net debt and
Croup EBITODA, see page
31 for a reconciiiation.

Commentary

Our net debt to EBITDA
{covenant basis) decreased
to 1.5 times. The decrease
was driven by lower net
debt (a5 a result of
disposals), which was
predominantly greater
thar the reduction in
EBITDA, which was
impacted the Type 31

loss. Excluding the Type

3§ loss, net debt to
EBITDA was 1.7 nmes.

Link ta glossary
EBITDA

Net cebt [EBITDA
(caveriant basig)
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We went through the process of the contract profitability and balance sheet —eview {CPBS) in FYZ2 1 to set our approach to running the
Group, including creating the right baseline for future performance. We show our financia-based KPI pesformance for three years, and
exciuding the one-off CPBS adjustments -n 7Y2 1. This is to provide a meaningfu’ measurement and angoing daseline, and eflect now
we assess pperationa! oerformance.

Non-Financial
Underlying return Total 1 COe
on invested injuries rate I emissions
capital, pre-tax ' {tCO,e/Em)
(ROIC) (%)

o) E
188% 0.73 1404
" |
] I3 !

— o !
%
=
|
[ B 23 F¥2Z F¥23 I 2 o FY23
Definition Definition Definition

Lnderlytng returr on
invested capital is defined
as underlying operatirg
profit plus share of 1V
profit after tax, dwided by
the surm of net dent,
shareholders’ funas and
retirement cefiat cr
surpiuses.

Commentary

Theincrease in underlying
ROIC reflects the reduction
ininveslec capital, namely
net debt and operating
leases (due tc disposais)
and sharehalder funds,
which was proporticnally
greater than the reduction
in underlying operating
profit due to the Type 37
loss, see page 3.2,

Link to glossary

Lnderlying return on
invested capital

The Total Recordabtle
IrpLry Rate {TRIR} 15212
maorth rolling average that
relates to the number.

per 200,000 warking
nours (206,000 represerts
100 employees working
40 keurs for 5C weeks

per year) of recardatle
work retatec injuries anc
ilnesses that require
medical treatment beyond
first aid. in any one year.
further assessment of an
injury fillness or information
from an extended
investigations may result
in a restatement of prior
year figures.

Commentary

in Aprit 2021, we moved
to OSHA, an internationalty
recogrised accident
categensation method ik
order to be able to
conduct bench-marking.

Whilst there had beer:
reductions in TRIR during
FY22 «t has remained
broadty static in FY23. See
page 74 for more details.

Estimated tonnes of CO e
emitted as a direct resuit
of revenue generating
operatiors. The repermirg
penad for our energy
consumpticn and carbop
emissions is the calendar
year |07 fanuary to 317
December). Repcrting
calendar year data enabies
maore tirme to coilate,
analyse and report our
environmental data, which
has improved the accuracy
znd completeness of aur
datz sets.

Commentary

During the reporting penoc
estate rationalisation,
strateqic dwestments,
‘low-harging fruit” energy
conservation measures
and improvements to our
energy management
practices have resulted in
a reduction of both our
carbon baseline and FY23
aperational emissions. (See
page €3 for more details).

Baoccck Internaticnal Greup PLC

. Senior

! management
! gender

- diversity (%)

23%

|
i
[ N
=B
[
I
|
|

B2 Rl

2. F¥23

Definition

Senior managers are
gefined as employees
{excluding Executive
Directors) who have
resporsibility for plenmng,
directing or controlling
the activities of the Croup
{Executive commitieg] or
2 stistegically significant
part of the Group (Sector/
Functional teagership
teams) andjor who are
directars of subsidiary
busiriess units (Business
Lnit leadership). We also
report the gender diversity
of the Executive
Committee and their
direct reports i tine with
the LK Corporate
Covernance Code's
requirement to repart on
‘senior management’

(see page 7B).

Commentary

Gender representation at
the senior management
level 1s 23% which 1s i line
with Tast year. See page
76 for more detalls on
gender diversity statistics.

AT g 0T gt

Link to
management
remuneration

Qur remuneration
policy, as detalled on
pages i36toc 147,
includes reference to
underlying profit
before tax, underlying
operating cash flow
and non-financiat
measures.

Operational
performance
measures

In the operational
reviews on pages 40
ta 55, we use our first
twa KPls (organic
revenue growth,
underlying operating
profit and underlying
operating marginj to
measure sector
performance. Please
see our Financial
Clossary on page 38.
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Financial review

Financial review

David Mellors m

Chief Financial Officer

We’ve made excellent

B #eoo Dovis bograpny on page 155 progress this year, with
better-than-expected
cash generation, margin
expansion and double-digit
revenue growth.”

David Meliors
Chief Financ:a! Qfficer

Statutory to underlying

As described in the financiai Clossary ori page 38, the Croup provides aiternative perfcrmance measures (APMs), including underlying
operating profit, underlying margin, underlying earnings per share, underlying operating cash How, underlying free cash flow, and net debt
ta EBITDA, to enable users to better understand the performarnice and earnings trends of the Group. These measyres are considered to
provide a cansistent measure of business performance from year to year. The recanciliation frorn the IFRS statutory income statement to
underiying income statement is shown on the next page.
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Income statement
37 March 2023 -~ L B 3TN 2D

Specific
Underlying adjusting items Statutory Lodery tGo SIeLTIs ddpLst g
£m £m £m £m [P P

Revenue ) ) " 44386 - 44388 4700 R -
Operating profit/ floss) 7 1719 (132.4) 455 2377 (10.9)

Qtherincome o o 7 - - 5.2 -
Share of resdlts of joirt vertures and associates

- 9.3 200 -
97 {48.6) (651.2) (9.5)
{(122.7) 6.2 202.8 (20.5)

{1.8) (39.5) (43.9) 295
(124.5) {333) 1589 5.0
{6.9)p 30.7p
6.9)p 30.40

Net finance CO5S

Profit/{loss) before tax

Income tax (expense){benefit
Profiii(los-s} after tax for the year
Basic EPS B

Dituted EPS

Type 31 loss o )
Underlying operating profit excl. Type 31 loss
Underlying basic EPS excl, Type 31 loss

A full statutory ncome staternent can e found on page 175.

Type 31 loss: As described in the CEQ review and in Note 1 in the francial statements, the Marine sector incurred a £ 100.1 milion loss

w FY23, which is due to additional farecast costs that were nat foreseen at contract inception. Folfowing the cammencement of a dispute
resoiution process (DRPYin Apri 2023 over responsibility fo- these inc-emental costs, we have reassessed the contract outturn an the basis
that these ar® nat recoverad. This has rosuited in the recordng ol @ £100.7 million ioss in the year, representing 2 £42.6 million reversal of
revenue, £ 1.6 millicn asset impairment and the recognition of a £55.9 milon onerous cantract loss. The DRP is ongeing.

Revenue bridge

!
£m Organ:iltgiomh §
405 4,439 |
24 |
e SRR | 4,005
92) |
|
1
H
t
t
|
!
_ e 1
FY22 FX Acquisitions and Other trading FY23
disposals i ongoing business”

T 0ngong business excludes C.E422m revenue from divested busimesses (ALS & Cwi training) and the <.f 12m ene-off creditin Land {revenue and profit)

Revenue increased by 8% to £4,438.6 million comprising 10% arganic growth and a 2% reduction due to the net impact of acguisitions
and disposais. The organic increase was delivered across all four sectors (see sector performance tables on page 37).
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Financial review (continued)

Statutory operating profit decreased to £43.5 milion {FY22: £226.8 mullion). The key drivers in FY23 were the £100.7 millicn 'oss o9
the Type 31 orogramme and £117.7 m.tion loss on disposals and re:ated tems, mainly Zuropean AES, which more than offset a stong
operating peformance, led by tand.

FY22 statutory oserating diofit ncluded £163.1 =illon orofit on disposal, £118.8 millon exceotional charges, of which £123.6 ™tion
reiated to imparment of tanginle and infangible assers, and £33.8 mhlion restructuring costs. There weré no €xceptiona: \tems ‘ecorded
in FY23. See Note 2 in tne financial statements for more detail.

Statutory ooeraring arofit Mciudes specific adiusting items (SAfs) That ase not nciuded in upderying operating profit, wnich 's a key APM
for the Grous. A reconcliation of statutory oberating p+oft to underlying operating orafit s snown in the tabie below and in Note 211 the
financial statements,

Reconciliation of statutory to underlying operating profit

31 March 2023 3 Marcs 20272

. — - . . — . - [ £m_ LA
Operating profit _ . B o 455 226.8
Amortisatior of acquired intangibles o _ o 15.8 S 214
Business acquisitior, merger and divestment related iteyms . B o 117.7 {163.1)
Restructuning costs o o o - - 33.8
Fxceptionaf wems - o . = 1188
fair value movement or dervatives (1.7} -
Specitic adjusting items impacting operating profit 132.4 10.9
Linderlying eperating profit 177.9 2377
Type 31 loss 100.1 -
Underfying operating profit exciuding Type 31 loss 278.0 2377
Underlying operating profit bridge
£m i
| 6.6%
' margin*
12 !
e 265
238 2
{10
FY22 FX Acquisitions Other One-off FY23 Type 31 | Fy23
and trading accounting excl. Type 31 loss ongoing
dispasals credit loss business”

' ofxcucng fype 31 sy
+ (3ngo ng ousiness exc udes e Type 31 oss. £ 1 from d vested ous'nesses [AES & Oy ramng) and tre €12 one off cred't nLard

Underlying aperating profit: Underlying operating profit decreased by 25% to £177.9 miiiion, due to the Type 31 loss, a 4% reduction
fram the net impact of acquistions and disposals, and further costs of implementing & stronger controi environment, which more than
offset the strong operational performance.

Exciuding the Type 31 loss, underlying operating profit increased to £278.0 million, driven oy improved performance in Land, enhanced
by a £12 mition one-off accounting credit, and good growth 1 Marine and Aviaticn. Underlying operating profit in Nuciear was in 'ine with
the prior year (see sector perfermance tabies on page 37).
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Underlying operating margin decreased to4.0% (FY22: 5.8%) due to the Tyoe 31 foss. =xclirding s, underlying ooderating margin
increased oy 50 2asis ponts 1o £.3%.

Fuither ana'ysis of oui revenue and underlying operasng sroft nero mance ‘s .nciuded in alir sector ope-ational reviews on page 40 %o 55.

Other income of £6.2 mulion v FY2 2 related to pre-compienon guarantee fees -eceved o relation o the disnosal of the Aviat-on Oir and
Cas business {in October 2027}

Joint ventures and associates: The Group's share of resuts of joint ventures and associates reduced from tne prior year to a 2-ofit after
tax of £9.3 millign (FY22: £20.1 milhon) due to the disposal of ou” 15.4% stace in Aimanke” Hoidings 0 “ebruary 2022 and reclassificat.on
of Naval Suds07 Group (NSM), wh.cnh was fuly conseidared fom March 2022,

Net finance costs decreased to £58.3 millicn on an underlying basis [FY22: £61.2 million), driven by lower net interest costs an reduced
debt and higher cash balances, and a £7.5 million pension interest credit, partly offset by a £12 mitlion charge associated with financing
of defence cantract receivables (described below). Reported net finance costs of £48.6 million included a £9.7 million non-cash credit due
to fair value moverments in derivatives and reiated items.

Our Mentor military aviation contract in France s for the provision of Pilatus PC-2 1 aircraft to the Direction générale de 'armement {DCA),
followed by maintenance support until 2027. The aircraft have been delivered to and accepted by DGA in the year, with no rernaining
performance nisk for Babcock. As payment for the arrcraft is not due from DCA until 2027 under the contract terms, we have sold the
recevables for these aircraft in the yvea for €122 million on a non-recourse bas's, incurtng a one-off finance cost of €14 miltian

(£12 mithon). The net overa!l impact on FY23 operating cash fiow 1s broadly neutral after cash paid to purchase the arrcraft in the year.

Taxation: The Group tax charge was £39.5 milticn. Tax on undertying orofits was £37 7 million representing an effective underlying tax
rate of 32%. Fxciuding the impact of the Type 31 loss the effective tax rate was 26% (FY22: 24%), sightly nigher than expected due o the
aengrarhical miv af arafits god unrelioved locres in the Fyrppean AES busirers, The pndarving effactive bav eabo ie calegintad on ynderlying
prafit before tax excluding the share of \ncome from ;oint ventures and asscc-ates (which 's 3 oost-tax number). The Group's effective
underlying -ate of tax for this financia! year will be dependent an country profit mix. The current assumption 1s around 28%.

Earnings per share: Basic earnings per share, on a statutory Dasis, decimed to a 6.9 peace loss (FY22: 32.5 pence) reflecting lower profr
pefore tax and 1 higher UK tax rate. Under lyiniy edinings per share declined to 17.7 pence (Fy22: 30.7 pence} primarily due ta the Type 31
:oss. Excluding this, underlying earnings per share 'ncreased by 10% te 33.8 pence.

Reconciliation of statutory profit/(loss) and basic EPS to underlying profit and basic EPS

31 March 2023 T3 Marck 2072

L o . M BesicErs e smemy
{Loss}/profit after tax for the year ) {23.3} (6.9lp 1679 - 325p
Srpeic\flc adjusting itermns, net of tex 124.5 24.6p 19.0) {1.8)p
Underlying profit after tax for the year 912 17.7p 158.9 30.7p
Type 31 lass, net of tax 81.1 16.1p - -
Underlying profit after tax for the year excl. Type 31 loss 172.3 31.8p 158.9 30.7p

Exchange rates

The translation impact of foreign currency movements resulted in an increase i revenue of £23.5 milion and an increase in underlying
operating profit of £1.6 million. The main currencies that have impacted our results are the Canadian Dollar, South African Rand, Euro and
Australian Dollar. Following disposal of the European AES businesses, the currencies with the greatest potential to impact results are the
South African Rand and the Australian and Canadian Dollar:

« A 10% movement in the South African Rand against Sterfing wouid affect revenue by around £30 million and underlying operating profit
by around £4 mijiion per annum

« A 10% movement in the Australian Dotar against Sterling would affect revenue by around £25 miltion and underlying operating profit
by around £2 million per annum

« A 10% movement in the Canadian Dollar against Sterling wowd affect revenue by around £15 millien and underlying operating profit
by around £1 million per annum
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Financial review {continued)

Cash flow and net debt
Underlying cash flow and net debt

Linderying casn flows are used oy the Group to measure apetatng de formance as they provide a Mmoe Cons stent measure of business

oerformance from year to year.

31 march 2023

37 Marcn 2022

Lm
Operating profit 226.8_
Ada dack: spec:f}c adjusting items 109
Underlying operating profit B ) 237.7
Riéht of use asset depreciation - - 1 23:1
(_)ther de;:;r_ecrar-;on é_{ ‘;;i-omsat_r_gm - } o i . ) 74.4
l\cmr_cashritemrs ) 06
Working (,apita.f movements - ) _(173.9)
Provisions (9.3)
Net capital exper\duture B {135.2)
lease principal nayments (113 0)
Underlying operating cash flow 4.4
Cash conversian % 7 2%
Pension contnbuticrs ir excess ol incame staterment (1517
Intarest naid fnatl (45 0
Tax pad o B ’ 10 (j
Cynadends from joint ventures and a_ssocwates 416
Cash flows reiated 1o exceptiona’ items [bC.6]
Underlying free cash flow ) (197.3)
Net acquistticns anc dispaesals of subsidiaries 3 417.2
Acq-umuonsf‘mvestmemi " jJeunl ventures ane associates ) o _; = A
Diidends paid (includi-ﬂg nen conirollmg |rreresis) _ (22 1y
Legse principal paymernis ) 105!(.\5_ 113.0
Net new lease arﬁgnge}nenrs o {1153} (71.2)
leases disposed Qf{(acqurl’rﬁec‘j with subsidiares 2181 136.6
Other nor. cash debtﬂ[}jrcvc-%wents . - B _ {n8} 12.4)
Clarification of net dept definition B . {36.1) -
Fair value mcven_gcn;m debt a_rjd .;e!atec! det watives 7 B 560 (11.8)
Exchange movements {57.0} 12.8
Movement in net debt_ __ o 4043 3837
Oﬁemng net debt i ] (968.7) (1.3 5“2.4]
Closing net debt _ _ 7_ - __ {564.4)  (96R7)
Add back: operating leases 218.2 412.0
Clasing net debt excluding operating leases {346.2} {356.7}

A fult statutory cash flow statement can be found on page 178 and a reconciliation to net debt on page 30.
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» Strategic report » Governance » Financial Statements

Reconciliation of underlying operating cash flow to statutory net cash flow from operations

31 March 2023 3 iz 2022

: : . Em e
uUnderlying operating cash flow o o . 3olo 44
Add- net capex - o S - _I;62 135.2
Ador capial elerment of lease payments 1085 HRERY
Less: nension cortnbutions in excess of incore statement 7 - (1@ (1317}
Non-operating cash items [exciuded frorﬁnuﬁde[lyng cash flow) - _(TIB?) {59.1
Cash generated from operations (statutory} - ) 3439 413
Tax (pard)freceved 7 o - (254) 10.0
1ess: net interest paid (62.2) (4;5.0}
Net cash flow from operating activities (statutory) 261.3 6.8

Underlying operating profit to operating cashflow bridge

91

£m

(86)
44 307
104
‘ A
[109)
178

Jor Working Depreciation and ROL! asset Net capex Capital lease Other OCF

capital amortisation depreciation and payments {including

amortisation provisions)

Excluding the Type 31 :0ss

Underlying operating cash flow

Underlying operating cash fow after camital expenditure increased to £307.0 milfion (FY22: £4.4 miilion), a conversion ratio te underlying
operating profit of 173% (FY22: 2%)}. Excluding the Type 31 loss, underiying operating cash conversion was 110%. The higher conversion
ratic reflects reduced warking capital and lower than expected capital expenditure.

« Waorking capital: An inflow of £103.5 million compared to an outflow of £173.9 million last year. This reflects a strong focus on cash
flow as a performance measure coupled with cash flow phasing on pregrammes and customer receipts of ¢.£70 million received eartier
than expected. The outflow in FY22 inc:uded payments associated with the unwind of the past practice of period-end management of
working capital {withholding of creditors). We have soid receivables relating to the provision of aircraft on our Menter contract in France
for €122m in the year. This is to match receipts and payments for the aircraft in the period, such that the net impact on operating cash
flow is broadly neutral. The factoring 1s on @ non-recourse basis and there is no remaining performance risk for Babcock.

» Capital expenditure: Net capital expenditure decreased to £86.2 million (FY22: £135.2 million). This was a result of gross capex of
£125.1 millien (FY22: £203.2 million) being lower than expected due to project phasing, which more than offset a c.£30 mitlion
reduction in proceeds from asset disposals primarnly relating to the timing of aircraft sales in our Aviation sector. We expect FY24 gross
capitai expenditure to be approximately £120-£150 million depending on phasing, reflecting continued investrnent in our submarine
infrastriicture in Devenport and roll-out of enterprise resource planning {ERP).

* Lease principal payments, representing the capital element of payments on lease obligations, reduced siightly ta £108.5 miliion
(FY22: £113.0 miilicn), foliowing divestments in our Aviaticn business. This is reversed out pelow underlying free cash flow as the
payment reduces our lease liability (i.e. no net effect on net debt).
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Financial review (continued)

Underiying free cash flow
underlying free cash inflow of £75.3 million compares ' an outflow of £131.3 ™ ihon 0 the onor year, primacity reflecting higher
underlying operating cash How.

« Pension casn outfow in excess af Tne incame statement charge of £1471.9 mingn [FY22: £151.7 miilion) was tigne: than drevious
guidance of c.£ 100 milwon due to acce'eranon of £35 :ilo of future yeass scheduied payments at the year end. As 3 result, we exoect
rhe pension casn outflow in excess of the :ncome statenent charge to reduce o aound £63 Milion 0 FY24,

= Interest: Net nterest paid, exc'uding that paid oy JVs and assoc ates, increased to £62.2 miton (7Y22: £45.0 mulion} pamariy due ta
the €14 ~niliion (£ 12 miilion) finance charge associared with the financing of a “rench defence contract receivabie described above.

= Taxation: Tax paid in the year was £25.4 miilion. The £10.0 mil ‘on cash tax receipt .n FY22 was a result of the settlement of severai
open years' tax cornputatians with the authorities. We expect a cash tax outflow in the current financial year of approximately £35
mitlion.

« Dividends recerved from |oint ventures and associates decreased to £8.7 million as expected (FY22: £41.6 million) reflecting the
dispasal of our stake in AnTanker Holdings, the acquisition and subsequent consolidation of NSM, and the non-repeat of close out
dividends on the termination of [V's in the prior year. We expect dividends from Vs and associates to be broadly stable in FY24.

+ Exceptional cash flows: The £10.9 miilion (FY22: £50.6 million) exceptional cash outflow in the year was the conclusion of the large
Driof year restructuring programime.

Acquisitions and disposals

Tne net cash Inflow from disposals -n the year, after costs. was £158.6 miltion. This included gross proceeds (net of cash disposed) of
£176.6 meilon from tne sale of the Furcpean AES business m February 2023, which inciuded around £60 miliion net complet’on
ad’ustments, and £2.9 mitlian from the sale of Civi Traiming, aiso n February 2023, less transaction costs.

The net cash inflow Fom acquisit-ons and disposais i1 722 was £417.2 mihen, in¢'uding g-oss proceeds [net of cash disposed) from the
sale of Oul & Gas (£ 10.0 mill:en). Frazer Nash Cansultancy {£286.8 miilion), UK Power [£45.8 mullion) and cur 15.4% sharenclding 'n
AnrTanker Holdings L.mited (£95.6 million), less £15.5 m'an net considerat on Daid for the acqusition of the rermaining 50% of NSM and
transaction costs.

New lease arrangements

in addition to net capital expenditure, and not inciuded in underiying free casn flow, £117.0 million (FY22: £93.8 million) of additional
leases were entered intg in the penod. These represent new lease opligations and sa are ncluded 'n our man net debt figure but do not
inyclve any cash outflows at inception.

Net debt

Net debt at 31 March 2023 was £564.4 millicn, representing a reduction of £404.3 million compared to the beginning of the year.
This reduction was driven by underfying free cash flow, praceeds from disposais and £2 18.1 mithon of operating leases that were
rransferred with the European ALS disposar. [ne reconciizlion of net cash flow to net dett 1s snown In the table below.

Excluding operating feases, net cebt was £346.2 million, representirg a reduction of £210.5 million compared to the beginning of the year.

Mavement in net debt - recenciliation of statutory cash flows to net debt
31 March 2023 31 Mareh 2002

Em im
Net cash flow froi';l_;)pérating activities (stéa‘.ory) B - ) o B 2613 638
Net cash figw_from in\.;;tmg actwities istatuiory) o N B ) ) 835 3386
Net cash fow from fman(_il-ﬂ_g-actwstles (-st_atutcry) B —(ﬁ} 4 2-2:7]
Net increase/(decreasej in cash, cash equivalents and bank overdrafts (statutory} . {3213 222.7
Cash ftow frem the (mcrease)}decrea_se in debt o 6296 551
Change in net funds resulting from cash flows ) o 3083 277.8
Additional lease obligations - ) o ey (938
New leases grartec ' i ' ,,,7 B ) ) o 285 419
D;;_E_theld by disposed subsidiaries o o - ) o ”77777 219.7 137.1
Other non-cash movements and changestar value ) o o - 57.9 79
Clarificeticn of net dett definitien B o “(3’5_1) -
Fore@n_currency transiation differences o T ' B B {57.0) 128
Movement in net debt in the year L ~ - 404.3 383.7
Qpening net debt ' - ] B (968.7) (71 .552.4)
Clasing net debt __{564.4) {968.7)
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» Strategic report » Goverpance » Financial Statements

Funding and liquidity

Asof 31 March 2023, the Croup had access to a otal of £1.9 bitlion of borrowings and faciit’'es of most'y iong-rerm maturities.
These comorised:

» £300 milton revoiving cash facility (RCF) maturing 20 Vay 2024

» £775 million RCF, with £45 mu-on maturing 28 August 2025 and £730 million extended *o 28 August 2026

» £300 miliion bond maturng 5 October 2026

* €550 million bond, hedged at £493 mill:on, maturing 13 Sestember 2027

* Two committed overdraft faciites toraiing £ 100 muthon

At 31 March 2023, the Group's net cash balance was £430 miflion. This combined with the undrawn amounts under our committed RCFs
and overdraft facilities, gave us liquidity headroom of around £1.6 billion.

Capital structure

While there are several facets to balance sheet strength, a primary measurement relevant to Babcock is the net dett/FBITDA geanng ratio
within our debt covenant of 3.5x. Due to strong underlyng operating cash flow, the net debt[EBITDA gearing ratio at 31 March 2023 of
1.5x 's lower than at the start of the year despite the £ 100 million Type 31 inss recagnised within EBITDA in the year. This is still within our
medium-term target of between 1.0x and 2.0x. Excluding the Type 31 loss, the net debt[FRITDA geaning ratic at 3 1 March 2023 would
have been 1.1x.

Net debt to EBITDA (covenant basis)

Thus measure s used 0 the covenant in cur RCF facilities gnd includes several adjustments from reported net debt and LBITDA. The covenant

Jonrel im0 dimmar Ae ek ok bl e e ek ek e POITMA +
oy SR AP I loIred

itadelt Voour Tt st o DDA (o venant Dans) docicascd tu 1L Hmas fo TVED St Ul wi et ol e
Type 31 loss on underlying operating profit.

31 March 2023 3 Marcm 2002

Em
Last twelve asl

manths mertes

Underlying operating p;ofif S T 1779 237.7
Depreciation anc amdrt}sahon ST L ) ) :; _84_9_7 74.4
Cavenant adrjiﬁsgmenrs T T (8.4) (2.9
EBITDA 2544 299,
I ard associate dividends S ' ' B.7 41.6
EBITDA + ]V and associate dividends (covenant basis) 263.1 340.8
Net debt o o L (346.2) {556.7)
Covenant adj-ustrﬁ-en?s- T o {49.3) (60.0)
Net debt (covenant basis) {395.5) {616.7)
Net debt/EBITDA 1.5x 1.8x

1 Vvanous adjustments made ro EBITCA o reflect accounting standzrds at the time of incepticn of tre ariginal RCF agreement. The man adjustments are {c the
treatment of Ieases wthin operating profit and pens.cn costs.

2. Remowving cans to Vs, france lease rece’vables.

Interest cover (covenant basis)
This measure is also used in the covenant in our RCF facilities, with a covenant level of 4.0 times.

31 March 2023 3° Marcr 2022

£m £
Last twelve L35t Ywewe
. - o S L B : _ . menths _ _ months
EBITDA {covenant basis) + JV and associate dividends 263.1 340.8
et finance costs o e (486)  {70.8}
Covenant adjustments” 7.1 18.7
Net Group finance costs {41.5) (52.1}
Interest cover 6.3x 6.5x

3. Vanous adjustments made Lo ref'ect accounting standards at the time of snception of the anginai RCF agreement, mcluding lease and retirement benefit interest.
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Financial review (continued)

Return on invested capital, pre-tax (ROIC)
This neasure 's one of the Group's key performance ind'cators.

37 March 2023 3 Me o 2020

£m B

Last twelve Last mwelke
Un&erlying operating profit B ) 177.9 237.7
Share of results of joint ventures and associates 83 201
Underlying operating profit plus share of IV PAT 187.2 257.8
Net debr exctuding uperaling leases _ﬂ;.zﬁ 556.7
Operating leases ) 2182 412.0
Sharehalder funds ) - N 309 7015
Retirement deficit | [surplus) ) i - 614 {191.5)
Invested capital 996.7 1.478.7
ROIC 18.8% 17.4%

Pensions

The Group has a number of defined benefit pension schemes. The orincipal defined benefit pension schemes in the UK are the Devonport
Royal Dockyard Pension Scheme, the Baboock International Croup Pension Scheme and the Rosyth Royal Dockyard Pensian Scheme.

The nature of these schemes s that the empiayees contrnbute o the schemes with the empioyer paying the balance of the cost required.
Tne contribuniens tequived and the assessment of the assets and rhe labilties that have accrued tc members and any deficit recovery
payments required are aqreed by the Group with the trustees of each scheme who are advised by independent, qualfied actuares.

The Groun's balance sheet \nc'udes the assets and fiaities of e pension schemes calcuiated ort an !AS 12 basis. At 31 March 2023,
the net position was a det'cit of £61 4 mulion campared to a net surpius of £191.6 mulion at 31 March 202 2. These valuations are based
an discaunt’ ng wsing corperate bond yields,

The farr value of the assets and the present value of tne uatikties of the Group pensicn schemes at 31 March 2023 were as follows:

R 1 - Fyze
Principal Railways Other orapdl Ry Cther
schemes schame schemes Total scheres 560 CMIE sckernes Tarel

. .. W Em  Em s e = frm
Fair value of plan assets
Crowth assets o ) i o - .
kaurties B ' @3N 16 266 341 216 143 30.6 76.5
Property fuics 3017 02 59 3078 3640 0.1 51 3682
rﬂgiﬁ yieia E_J(:ncs,‘emre_'_r_gmg majket aept . _—"7’1)?7(:47 440 - ' 0.4 44.5
AEgglth return aog multistretegy ﬁ-i-n(j{ ¥??mﬁfo 175 1715 460 | 182.9 B 318 h _265)-;#
Low-rigk assets
Matching essets” o _ %5247 14 217 15478 20940 13 Ci01.8 21977
[ orgevity swaps (231.8) - {(10.1)  (241.9) (283.5) - (10.2)  (293.7)
Fair value of assets 28252 255.7 107.1 3,188.0 422073 2758 237.0 47331
Percentage of assets quoted 79% 100% 70% B0O% 4% 100% 4B% 32%
Percentage of assets unquoted % - 30% 20% te% - Sam 18%
Present value of defined
benefit abligations
Active members 7 450.7 45.7 217 5181 756.0 85.7 358 8575
Deterred pensioners - " 6865  §53 347 7866 10662 935 1327 12924
persioners 17736 1305 406 19447 21704 1679 533 23916
Totai defined benefit abligations 291039 2415 97.0 32494 399’6 3271 2218 45415
Net {liabilities} ] assets recognised in the
statement of financial position {85.7} 14.2 10.1 (61.4} 227.7 (51.3) 15.2 191.6

T-e match ng assets aim o Fedge the «anibes and conust of g £5, repas, cast 3o swaps. 1rey are srown net of repurcrase ob 'gat cns of £1.055 Talicn
(P22 £1.872 mllion)
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Analysis of movement of pensions in the Group statement of financial position
Tse rroverrent in net defic’ts for the year ending FY2 3 15 as a resu't of the movemept in assets and lianilities snhown below.

_ o £v23 Ve

Principal Railways Other S na Rdwways e

schemes scheme schemes Total SR 0 e SO Tt

. ) _ _____Em £m £m El_l_'l N e En £_

Fair value of ptan assets
{including reimbursement rights)
At 1 April o 42203 2758  237.0 47331 41237 265.8 2343 4p238
mterest on assets 1134 7.3 54 126.1 823 52 47 922
Actuarial gain on assets (1.437.0)  (12.7) _ (79.0) (1.533.%) 770 131 (1.7} 88.4
Emplayer contributions i 167.4 25 46 1745 1825 26 51 190.2
Employee cantributions ) 0.1 - - 0.1 62 - - Q.2
Benefitspad © {239.0) (12.8)  (4.8) (256.6) (2454}  (10.7) (5.8)  (2615)
Settlements - - (56.1) {56.1} - - - -
At 31 March 2,825.2 255.7 107.1  3,188.0 4.220.3 275.8 237.0 4,7331
Present value of benefit obligations
At 1 April 39926 3271 2218 45415 42900 369.6 2429 49025
Service cost 7 o 21.7 13 28 25.8 256 20 3.5 311
InCLrred expenses ' 777”7763777' 05 061 68 2 6% G.5 Q.3 7.4
Interest cost 105.0 8.7 4.9 1186 83.8 7.3 4.8 395.9
r.rﬂpmyee COOLNBULO: - W - T 0.1 o Ud - - u.:
Experience (gam)/loss 1356 18.0 93 16298 706 ('4.2) 24) 540
Actuanal lossf{gain) - demographics 382y  (3.§) {1.7) (43.5) (11.5) {3.5) - {15 Q)
Actuatial (gain) floss - financial (1.073.1)  (97.7)  (79.3) (1,250.1) (227.3]  (23.9)  (219) (273
Benefits paid (239.0) {12.8) (4.8) (256.6) (245.4) {10.7) (5.4)  (2615)
Past S:Q-rvrwicer-costis o o - - - B —E I ) - - =
Settiement ) s - {56.1) (56.1) - - - -
At 31 March 2,910.9 2415 97.0 3,249.4 3.992.6 327.1 221.8 45475
Net surplus/{deficit) at 31 March {85.7) 14.2 10.1 {61.4) 227.7 (51 3) 15.2 1916

Accounting valuations

At 31 March 2023, the IAS 19 valuaticn for acccunting purpeses was a net deficit of £61.4 million (FY22: a surplus of £19 1.6 mittion).
The move to a net accounting deficit 1s a result of a greater reduction ir the fair value of plar assets (by £1,545.1 millronto £3,188.0
million, net of £241.9 million longevity swaps), compared to the reduction in present value of pension benefit abligations (by £1,292.1
million ta £3,249.4 millien). The reduction in fair value cf plan assets was driven by negative net asset returns coupled with the impact on
the assets held from the UK market volatility experienced by pension schemes in September 2022, partly offset by scheme contributions.
The reduction in pension liahilities was primarily a result of higher discount rates. The fair vaiue of the assets and liabilities of the Group
pensian schemes at 31 March 2023 and the key assurmptions used in the IAS 19 valuaticn of cur schemes are set cut in Note 26 of the
financial statements.

Zevenoet Ractuk Rosytn

F23 ~22 w2z e e s
Discaunt rate % - a8 27 a8 27 48 27
Inflation rate (RP{) - 33 37 33 37 33 37
nflation cate (CP) 28 32 28 3z 28 3.2
Rate of increase in pensions in paymenrt % o 28 32 3.2 3.5 33 37
Life expectancy of male currently aged 65 years 20.5 20.9 213 21.8 19.4 20.0
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Financial review {continued)

Cash contributions

An estimate of tne actuaral defictts of the Group’s defined beneft pensinn schees, nciudng a:. ‘ongevity swap funding gaps.

cacwated us’ng each Scheme's “espective technica- piovisions basis, as at FY23 was aoproximare’y £400 miton {FY22: C.£350 mihion).
Such valuanons use discount rates based on LK gitts - which differs from the corporate bond appraach of 1AS 19, This technical pravision
estimate 15 Dased on the assumations used within the iatest agreed vaiuat.on 0107 to 31 March 2023 for eacn of the three main schemes,

Governance

Tae Group oelleves that tne compiexty of defined benefit schemes requires effective governance and supports an incieasingly professionat
anoroach. Fach of the largest schemes have indesendent zrustees and professional trustees witn snecias st investment exoertisa.

Pensions management

The Group continues to review its options to reduce the rsks inherent in its schemes. It has employees earning benefits in the Babcock
International Group Pension Scheme, the Devonport Royal Dockyard Pension Scheme, the 8abcock Rail Ltd Shared Cost Section of the
Railways Pension Scheme, the Cavendish Nuclear section of the Magnox Group section of the Electricity Supply Pension Scheme and the
Babcock Clyde Section of the Citrus Pension Plan, as well as employees in local and central government schemes. All the occupational
defined benefit pension schemes have been ¢losed to new members for some years,

The Group aiso provides an occupational defined contribution pension scheme used to comply with the automatic enrolment legrsiation
across the Croup for al' new employeas and for thase not in a defned nenefir pension scheme. Gver 75% of its UK employees are
members of the definea contribution pension scheme. The Group pays contributions to this scheme based on a percentage of
employees’ pay. It has no iegz abligaticns to pay any additonal contributions. All investment risk w1 the defined contribLtion

pension scheme s Eorne by the employees.

P et

iavestmenc strategy

In recent years, the Group has agreed mvestment strategies with the trustees of the Babcock internationa' Group Pension Scheme and

tne Rosyth Royal Dockyard Pension Scherre designed ta target these schemes being self-sufficient by 2026, and with the trustees of the
Devonport Royal Dockyard Pension Scherme designed tc target sefsufficiency for this scheme by 2030, The schemes alsa operate witnin
agreed risk budgets to ensure the ievel of risk taken i1s appropriate. To smplement the investment strategies, each of the three largest schemes’
investment Corrmittees has divided its scheme's assets into growth assets, fow risk assets and matching assets, with the propertion of
assets heid in each category differing by scheme reflectng the schemes’ different charactenstics and funding strategies. The matching
assets are used to hedge against falls in interest rates or rises 1N expected infigtion, The level of hedging s steadny increased as the funding
ievel an the self sufficency measure increases, such that as at 31 March 2023 approxmately 90% of the schemes’ liabilites (as measured
on a se'fsufficiency bass) across the three largest schemes are protected against adverse changes 'ninterest rates and inflation.

Actuarial valuations

Actuarial valuations are carried out every three years in order te determine the Group's cash contributions to the schernes. The valuation
dates of the three largest schemes are set so that only one scheme is undertaking 1ts valuation 1n any one year, it arder to spread the
financial impact of market conditions, The vaiuation of the Rosyth Royai Dockyard Pension Scherme as at 31 March 2021 was compieted in
the ‘gst financial year, the valuation of the Babcock International Group Pensian Scheme as at 31 March 2022 has been compieted since
year end, and work has commenced on the valuation ¢f the Devonport Royal Dockyard Pension Scherne at 31 March 2023.

JiMIrcr 2C24e 31 March 2023 3uMoeh 2027

_ - . Em _Em i
Future service contributions ) ' T T : 7 L 7 18.0 ; 20.0 211
Deficit recovery _ o~ .. me ;s 1352
Longevity swap 152 15.6 16.8
Total cash contributions — emplayer 810 159.1 1731

Cash contributions made by the Group inio the defined benefit pension schemes, excluding expenses and salary sacrifice contributions,
during the last financiat year are set out in the table above.
Income statement charge

The charge included within underlying operating profit '\n Y23 was £32.6 miltion (FY22: £38.5 million), of which £25.8 million (Fy22:
£37.1 million) retated to service costs and £6.8 million (FY22: £7.4 milllon) related to expenses. in addition to this, there was an interest
credit of £7.5 milhen (FY22: charge of £3.7 mificn).
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Treasury

Treasuty activit'es wtnin the Group are managed n acco-dance with the narareters set out in the teasury Soicies and guidelines approved
by the 3oa-d. A ey piincipie within tne t-easury Dolicy 1S that trading in financ al instruments for the puroose of profit generation s pronibited,
with ali finangial ‘nstruments being used sole'y for ris< management ourposes. The treasusry team is only permitted to enter inte financial
instrurments where it has a mgh leve! of confidence in the hedged item occuiring. Both the treasury depatment and the sectors have
respons sty for monitoring compiiance with.n the Gooud to ensure adnerence to the principal treasury policies and guideiines. The Groud's
treasusy policies in respect of the management of debt, interest 7ates, iguidity and cusrency are outined Selow. The Group’s treasury
pohc.es are xept under close reviewy, parucularly given the ongoing economuc and market uncertainty.

Liquidity and debt maturity profile
Debt maturity profile’ (Em)

Fy23 Fy24 FY25 FY2& Fy27

g RCF 2024 £30Cr . RC= 20267 £775m . GBP burc 20267 £300m . FLiopond 2027 £550m

1. Cnart shows notiona vaiwe of tre debt 4. CBF bend 2026 £300m, matures 5 Cctober 2626
2. ROF 2024 £300m, matures 20 May 2C24 5. Eurobend 2627 £€550m. »edyed at £493m, matures 13 Septemiper 2027
3. £73Cm of £775m RCF extendec 1c 2626, matu-es 28 August 2026

Debt
Objective

With debt as a key component of available financiar capital, the Group seeks to ensure that there is an appropriate balance between continuity,
flexibility and cost of debt funding through the use of borrowings, whilst atso diversifying the sources of these barrowings with a range of
maturities and rates of mterest, to reflect the long-term nature of the Group's contracts, commitments and risk profile.

Policy

All the Group's material barrowings are arranged by the treasury department, and funds raised are fent onward to operating subsidiaries as
required. It remains the Group’s policy to ensure the business is prudentfy funded and that sufficient headroom is maintained on its facilities
to fund its future growth.

Updates

The Group continues te keep its capitat structure under review to ensure that the sources, tenor and availability of finance are sufficient to
meet |ts stated objective.

In the prior year the Group signed a new three-year Revolving Credit Facility (RCF) of £300 million, which expires in May 2024, in addition
to the Group's existing £775 miliicn RCF. At the same time, the Group clarified the definition of underlying results used in the RCF covenant
calculations to ensure that any one-off impacts from the Group’s contract profitahility and balance sheet review ('CPBS") did not impact the
calculation and agreed with lenders a temporary amendrmient to the net debt to EBITDA ratio covenant permitted tevel to 4.5 times for the
measurerment periods ending 30 September 2021 and 31 March 2022 after which the permitted levei returned to the criginal 3.5 times.
The Group also extended the maturity of £730 million of its existing £775 miliion RCF to 2026.

The Group's main corporate debt comprises a £300 miilien Sterling bend, maturing Getober 2026 and a €550 miilion bond, maturing
September 2027. Taken together, these provide the Croup with a total of around £1.8 billion of available committed facilities and bonds.

in October 2022 the Group repaid a €550m bond wnich matured using cash generated from operations and disposals.
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Financial review {continued)

Interest rates
Objective

To manage exposure t0 interest rate fluctuations o sormowings by varying e oroportion of fixed rate debt reiative ta floating rate debt 1o
-eflect the underiying nature of the Group's commitments and obhgatons. As a reswt, tne Croup does not maintain a spechc set proportion of
fixed versus floaning debt, Dyt menitors tne mux to Bnsure that it1s compatibie with its business requirements and canita: structure.

Policy

Interest rate hedg-ng and £he montoaring of tne mix Detween fixed and foating rates is the respons:oilty of the treasury departrment and s
subsect to the polcy and guidelines set by the 3oard and updated from t.me to time.

Performance

As at 31 March 2023, the Croup had 83% fixed rate debt (31 March 2022: 66%) and 17% floating rate debt {31 March 2022: 34%) based
on gross debt, including lease liabilities of £1,061.1 millien (31 March 2022: £2,290.1 million). '

Liquidity
Objective 1
1. To maintain adeguate undrawn committed borrowing facikties
. To momtor and manage bank credit risk, and credit capacity utilisaton
it To divers 'ty the sources of financing with a range of maturities and interest rates, to reflect the iong-term rature of Group contracts,
commitments and risk profiie.
Policy
All the Croup's rmatenar porrowings are arranged by the treasury department and funds raised are ient onward to ope:at'ng subsidiares as required.
Each of the Croup sectors aims to regularly forecast cash for both management and aquidity purpases. These casn forecasts are used to

manitor and dentify the iqudity requirements of the Creup and ensure that there s sufficient cash to meet operationat needs while
mantaiming sufficent headroom on the Croup's committed borrewing facilites.

The Group adopts a conservative approach to the investment of its surplus cash. {t is depastted with Fnanciai inst-tutions ority far snort
durations. and the bank counter-party credit risk ss monitored closely on a systematic and ongoing Hasis,

A credit imit is a'located to each institution taking account of its credit rating and market intormaticn.

Performance

The Group continues to keep under review Is capital structure to ensure that the sources, tenor and availability of finance are sufficient
to meet its stated objectives. As noted above in the prior year. the Croup signed a new £300 million RCF and extended the maturity of
£730 million of its existing RCF ta 2026. The Croup cenunues to monitar the liquidity position and will seek to extend or replace
committed debt as the need arses. Surplus cash during the year was used ta either repay outstanding RCF drawings o1 invested in short
term deposits diversified acrass several well rated financial institutians in accordance with palicy.

foreign exchange
Objective

To reduce exposure to volatility in earmuings and cash flows from movements in foreign currency exchange rates. The Group is exposed to
a number of foreign currencies, the most significant being the Euro, US Doilar, South African Rand, Australian Doilar and Canadian Dollar. '

Policy — Transaction risk

The Croup is exposed to movements in foreign currency exchange rates in respect of foreign currency cenominated transactions.
To mitigate this fsk, the Croup’s palicy 1s 1o hedge all matenal transactional exposures, using firanciar instruments where appropriate.

Policy — Translation risk

The Group is exposed te movements in foreign cusrency exchange rates in respect of the translation of net assets and income statements

cf foreign subsidianies and equity accounted wvestments. It is not the Croup's policy to hedge through the use of derivatives the transiaticn

effect of exchange rate movements on the income staternent or batance sheet of overseas subsidiaries and equity accounted investments ¢
't regards as long-term investments. However, where the Group has matenal assets denaminated 10 a foreign currency, it wili consider some

matching of those aforernentioned assets wath fareign currency denommated debdt.

Performance

There was g net foreign exchange loss of £12.7 million in the income statement for the year ending 31 March 2023
(31 March 2022 1: £10.5 million Ioss).
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Segmental analysis
The Group “eports ‘ts performance through four reporting sectors.

Marine Muclear Land Aviation Total
11 Mﬂrc_l:\ 2023 £m B Em Em £m fm
Revenaue 1.439.6 1,179.2 1,0172.1 802.7 4,438.56
Qnerafiog orafit o 58 636 80.9 {104.8) 455
Oserating profit margin 0.4% 5.4% 8.0% {13.1)% 1.0%
L.nderlyng operating profit 12.7 635 859 15.8 177.9
Lnderlying operating margin 0.9% 5.4% 8.4% 2.0% 4.0%
Contlact backliog 2,580.7 2.453.8 2,8309.8 1,633.0 9,477.3
Type 31 loss S 1000 o 100.1
Underlying operating profit 1128 o . 2780
Linderlying operating margir 7.8% 6.3%

M e LI -F et Mgt o Torél
ERY FIT k £ £ £ £ 3
ReyeD:e 1.2593 1,009.7 10155 8173 4,101 8
Operating profit 3097 569 36.2 {176.0) 226.8
Operating profit margin 24.6% 5.6% 3.6% [21.5)% 5.5%
Lneertying operatung prafit 98.0 62.4 58.8 185 2377
Lncerlying operating margin 7.8% 6.2% 5.8% 2.3% 5.8%
Captract backicg 249718 2,788.8 2.309.0 2,29%.6 9.883.2
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Financial review (continued)

Financial Glossary - Alternative Performance Measures

The Group Jrovides Alternatve derformance Measures {APMs), including undelying operating profit, undenying margit, undelyng earnings per
share, underlying aserating casn flow, underying free cash flow, and net debt to Z317DA to enasle usess to Nave a more consistent view of
tne performance and earmings trends of the Group. These measures are considered to provide a consistent measure of bus:ness pedormance
from year to year. They are used by management to assess operating nerformance and as a basis for forecasting and decision-making,

as we!l as the planning and aiiocation of capital resources. They are aiso understood Lo de used Dy ‘nvestors in analysing business performance.

The Group's APMs are not defined Sy 15RS and a-e therefo e considered to be no-GAAP measutes. The measuies may not be comparable
to simila- measures used Dy otner companies and they are not intended o be a substitute for, or supenor to, measures defined under 17RS.
Tae Grous's APMs are consistent witn the year ended 31 March 2022 with the addition of measures exciuding tne Type 31 loss.

Further information on the Group's specific adjusting items, which is a cntical accounting judgement, can be found in Note 2.

Llcsest equive.ent
Measure ) IFRS measare
Revenue measures

Organic revenue Revenue growth

growth year-or year
Cantract Trarsaction price
backlog urcer iFRS 15 on
custorer cortracts
allocared to
unsarisfied |
parnally satisfied
perfermance
obhgaticons
Framework NO ditect
agreements equivalent
Profit measures
Underiying Operating
operating profit profit
Uﬁderiying B NG anect
operating Equvaier T
margin
Underlfihg net et finance
finance costs castsy

Prafit vefare
tax

Und;rTying
profit before tax

Underlying Fffective tex
effective tax 1ate
rate

Un-derlyiEba-sic Bas;_é—earmngs

eamings per share per share
Underlying Crerating
aperating profit  profit
excluding the

Type 31 loss

Underlying Ne direct
operating margin eguivalent

excluding the
Type 31 loss
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a&wﬁﬁmﬁ&@ the &nbaétﬁforé@n er;igt’{angé\if'x), achon{Hbu‘naﬁ_erm"

acquisitions and disposals over the prior and current year

« Used to measure the vear on year moverrent in Grous “evenue

+ ltis a good Indicator of business growth

= Croup K

Contractec re-‘-u'er“ue chtuolr-g- varizhle reverde, expectec contiact renewals,

expecied revenue from framework agreements ana impact of termination for
converience clauses

« Used to meastre revenue uncer cortract as a good indicator of revenue
ysibility

AdjLstments (e recere e to
IFRS measire {arg reforerce mn
recanciliaticn}

FX. contribution of
acquisitions and
disposals in the currert
and prior penod

Centract backlog is
based an the full
cortract term whereas
the FRS measuie may be
based or shorter penods
wkere the custormer has
the abrhty to exit
contracts early

Fundec and unfunided unexecuted customer contracts. Letunded oraers incluge the

elemenis of contracts for which funding has nor beer autharised oy the customer

Cperating p'rofit befcre the lrrpagof specific adjusting items

= nderiying operating prfit 1s the headline medsure ¢of the Group's perfarmarnce

Lnderlying operating profit as a hercentage of revenue
= To prowide a measure of operating profitatiity, excuding one-off items

Specwﬁc adjusting items )
See tatle on page 10

see Note 2

Ratic - IvfA

= Operating rmargn is 2n important incicator of operaling effraiency across the Group

¢ Croup kB o
Net finance costs excluding specific adjusting items

« To provide an alternative measure of finance costs excluding iterns such es fair

value measurerments which can fluctuate significantly orinputs outsice of
management’s control

Piofit before tax adjusted for

Speafic acjusting items

see tabe or page TG

" ﬁSpecnrﬁc adjuis;r'g iterrs

» The symimatior. of the impact of all specific adjusting items or profit before tax e tablz o0 page 12

Tax expense excluding the tax wpact of specific adjusung items |, as a percentage of Specific adjusting 1tems

underlying profit before tax (being the summatior of the impact of alt adjusting

ters on profit before tax) excluding the share of post tax income from joint

ventures and associates

« To provide arindication of the ongoing tax rate across the Group. excluding
ore-off items

ser tabiv on page 10

Based on the Group's undeﬂymg"profit before tax and urderlying effectwe tax rate Speafic agjusting ttems

b;ératmg proflrfaclucing thé?ype 31 less, before the \mpaéf-of specific
aciusting rters

« Eliminates the Type 31 loss for a better measure of the Group's urderlying
operating prefit performarnce, given the one-off nature of the loss

Lnderlying cperating profit, excluding the Type 27 loss. givided by revenue

+ Ehminates the Type 31 loss for a better measure of the Group's underling
operating margir performance, given the one-off nature of the loss

g e LT ATCT et e gl e 1 S0

Seetable or page T
Specific adjusting items

See taple on page fU
See Note 2

Ratia - NJA
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Profit measures continued

U'ndgﬁy;i;g?:as-ic

earnings per share
excluding the Type

31 loss
EBITDA

Balance sheet
Net debt

Net debt
{excluding
operating leases)

Net debt
(covenant basisj

Net debtEBITDA |

{covenant basis)

Net debt EBITDA
excluding Type 31

Return on invested

capital (pre-tax)
{rOIC)

AdILSTMErTs I3 agade o
IF3% neasuie ja d-2f= onrg vy
ieTunT o)

__Tﬂp_écw-%z_éc!—justinig iters

Cash flow measures

Net capital
expenditure

l.-JnEerI;in; o
operating cash
conversion
Underlying free
cash flow

Basic 3ased on the Crou's uriderlyr;ﬂg :)rofii beforgra;ré;auaiﬁg;g;y};e 31 loss,
earmings oer and underlying effective tax rate. e tame on page 2
share = Chrmunates the Type 37 loss for a Detter measure of the Groud's 2asic eamirgs
oer share performance, given the one-off nature of the foss
Ooerating Linde-ying ooerating orofit. olus deoreciation and amortisation. and varnous soecific adjusting items
orofit ovenant adjustments inked o the Revolving Credit Facility including *he Depreciation ang
treatment of leases within operating profit ang bension costs amortisation
. H r T 1 i
Lsed as the basis to denve the gearing ratio et debt [EBITDA, which is a key Covenant adjustments
measure cf balance sheet strength and the basis of our debt covenant calculztions
L e _ Secetable on page 16
CNodwect  Loars, including the interest rate and foreign exchange derivatives which hedge  See table on page 15
equivalent the loans, bank overdrafts, cash anc cash equivalents, {oans to joint ventures and
associates, lease receivables and lease obligations
= Lsed as a general measare of the progress in generating cash and
___ suvengthering of the Croup's bafarce steet position o
No direct Net debt (gefined above} excluding operating lease habilities as previcusly See table on page 16
equivalert defined by IAS 17.
» Lsed by maragement to moniter the strength of the Group's balarce sheet
nosifinn and to ensire the Groan's rapl‘r;l strivtare ic annrnnrate
= Lsed by credit agercies
o arect Net debt (excluding operating leases). exclucing loans ro Joint venrures Sec tabie on page 16
equrvalent ang associates and finance lease recenvables
= Used for covenants aver Revolving Credis Faciity
o + Used by credit zgencies ) -
No direct Net debt (coverant basis) divided by EBITDA Ratro - NJA
equivalent - A measure of the Group's ability to meet its payment abligations See table on page 15
= Lsed Dy analysts ard crecit agencies
+ Group KPY
No girect Net gebt (cavenant basis) diided by EBITDA, excluding the Type 31 foss Retio N [A
equivalent e tliminates the Type 31 EBITDA loss for a better measure of the Group's
o _balance sheet, given the one-off nature of the loss
No direct Lnderlying aperating profit plus share of JV PAT, dividec by the sum of net Ratio - NfA
equivalent debt (excluding operating teases), shareholders’ funds and retirernent benefit See table on page 16
deficit (surplus)
* Used as a measure of profit earned by the Croup generated by the debt and
equity capital invested. tc indicate the efficiency zt which capital is allccated
_ s GooupkR :
No direct Property, pfant and eguipment and iﬁtén&ﬁ@é;;etﬁjess proceeds on disposal o R
equivalent of property, plant and equipment
» Included in underlying operating cash flow to calculate undertying operating
cash conversion
No direct Lnderlying operating cash flow after capital expenditure as 3 percentage of Ratio — NfA
equivalent underlying operating profit
... % Usedasameasure of the Group's efficiency in converting profits into cash
No direct Lndertying free cash flow includes cash flows from exceptianal items andg the See page 13
equivalent capital element of lease payment cash flows (rather than net new lease

commitments, which are reflected as a debt movernent}

= Provides a measure of cash generated by the Group's operations after servicing

debt and tax cbligations, available far use in kne with the Group's capital
allocaticn policy

1. Reter to Note 2 in the financial statements
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Marine - at a glance

Revenue Revenue profile

£1.4bn

Percentage of Group revenue”®
O,

36%

Contract backlog

£2.6bn
[7177% Defence

Number of employees ] 23% Civil

5,200

" Excluding divested businesses in FY23. Group revenue was ¢.£4.0 biltion

What we do

UK and international warship
through-life support: design, build,
assemble, maintain, upgrade

International submarine
through-life support

Global naval exports:
ship design, military equipment
and engineering support

Digital defence communications

Energy and marine equipment
and support

» financial Statements

Contract backiog profile

(] 53% UK [ ] 87% Defence [ 79% UK
1 47% international 1 132 cwil

{1 21% iInternational

Operational highlights

« Secured twe further contracts on the Polish Miecznik {Swordfisn)
frigate prograrnme

+ Awarded a six-year ¢.£400 million contract to manage and

cperate Skynet, the UK's military satellite communications systeT

Awarded 10-year contract for the Uk Royal Navy's Queen

Flizabeth Class, aircraft carrier docking periods

+ Awarded a contract to maintain the UK's fleet of scientific Royal
Research Ships

Awarded the Regional Maintenance Provider (RMP) West contract

to deliver ship support to the Royal Australian Navy

+ Awarded a six-year contract to deliver, install and provide
in-service support for the maritime Communications Electronic
Support Measures {CESM) capability on UK Type 23 frigates

s Won 55 Liquid Gas Engineering {LGE) systerm orders worth over
£250 million for LPC, Ethane, and LNG technologies

« The Naval Ship Management (NSM) business, fuily acquired last

year, has now been integrated into our Australian business




Operational review [continued)

W EIIT-B continued

Financial review

Contra_uct packloé'"
Revenye

bnderiyx_ﬁg 6b§'a§jng profit”
bnderlying margin®

31 March 2022

12593

Acquestions & Otver tradig - 31 March 2023

£m d'sposas £ o £m

2.491.8

25807
95.6 14396
86.1) 129
0.9%

724
02

938.0
7.8%

Type 371 loss o L
Underlying cperating prqflt excl. Type 37 ioss”
Underlying margin excl. Type 31 loss™

100.1
112.8
7.8%

* Alternat ve Perfurmance Measures are defined in tne Financial Ciossary on page 38

In an otherwise promising year, Marine results were significantly
impacted by a £100.1 mitlion loss on the Type 31 contract,
representing & £42.6 million reversal of revenue, £1.6 million asset
impairment and the recognition of a £55.9 million anerous contract
loss. The programme has been ‘mpacted by additional forecast costs
that were not foreseen at contract inception. In April 2023, following
discussions with the customer, we entered a Dispute Resclution

T e Ll T T e o L e
Pl T gaTang a T O N Ty 1O LB LU0,

Revenue increased by 144 to £1,439.6 millon, comprsing organic
growth of 8% and the net impact from the acquisition of NSM iy
March 2022 and dispesai of Frazer Nash Consultancy in October
2021, Organic growtn was broad based, driven by continued strong
demand for cur LGE products. tigher activity in warship support and
on the South Korean {SK) submarne programme, as welt as ramp up
of severat new contracts thraugh the second half, such as the Queen
Elizabeth Class arrcraft carrer support and the early enabling contracts
for the Poiand frigate programme.

Undertying operat'ng profit decreased tg £12.7 million as a result of
the Type 31 loss, representing an undertying cperating margin of
0.9% (Fy22: 7 8%). Excluding this, underlying operating profit
increased to £112.8 mullion, representing ar underlying operating
margin of 7.8%. The increase was driven by revenue growth in ship
support and South Korea submarine work and a ¢.£9 million benefit
from a contract settlement. The prior year margin was supported py
internaticnal license fees an AH140.

Contract backlog was up 4% in the year to £2,58 1 million [(FY22:
£2.492 million). Positive arder mormentum through the second half,
including the c.£400 mitlion Skynet award, more than offset trading
revenue on long-term contracts. At 1 April 2023, Marne had around
£900 million of FY24 expected revenue under contract and an
additional ¢.£350 million under framework agreements, a similar
position to FYZ22.

Operational review

UK defence

Despite the cngeing Dispute Resolution Progess, we continued to
deliver on the Type 31 Inspiration Class frigate programme. Keel
laying taok place for the first ship — HMS Venturer — in Apnf 2022, and
whole ship assermbly and cutfittng progressed as pianned. Ship two
— HMS Active - steel cutting took place in January 2023.

Warship support advanced in the year as we secured a 10-year
contract to provide dry-dock maintenance for the Royal Navy's
Queen Elizabetn Class arrcraft carriers, including cantingency

42

dockings where routine maintenance and repairs cannot be carried
out afioat. In Devonport. the Type 23 frigate |ife-extension (LIFEX)
pragramme centinues at pace while the LIFEX and fleet tirme support
to the amphubious assault ships is making good progress. In readiness
for the first Type 26 Frigate base-ported at Devonport fater this decade,
we have established the Type 26 Class Cutput Management system
to prepare for the through-life sustainment of the piatforms as they
SN GENGL.

Through our globat sustainment and support arrangerments, we marked
four years of delvering support to Type 23 Class ship HMS Montrose
during her forward deployrment in the Middle East, enabling the vessel
to achieve mare operational days at sea than any other frigate since
2019. ip the pericd, the mine countermeasure vessel tearm in Rosyth
has delivered four sirultaneous snip regenerations for onward sale !
from the Rayal Navy to new international customers. All four vesseis are
former Sandown Class mine hunters wnicn are all undergoing work
packages t¢ provide madern warships, tailored to the new clients’
requirerments whiie prowding future support cpportunities,

In Mission Systems, we were awarded a contract to manage and
operate Skynet, the UK's military satellite communications system.
The six-year contract, which commenced in March 2023, forms
part of the MOD's .£6 tithion Skynet 6 programme and is
sustaining mare than 400 jobs in the south-west of the UK.

Additionaily, a six-year contract was awarded to deliver, install
ana provide In-service support for Ardent Wolf, the mantime
Communications Electronic Suppart Measures {CESM) capability
for the Royal Nawvy's Type 23 frigates.

We signed a Memorandum ot Uinderstanding {(Mol) with Rafael
Advanced Defence Systemns to deliver capability into the UK MOD's
wider Lang Ground Based Air Defence (GBAD) programme and signed a
furthe: Mol with Israel Aerospace Industries’ (lAl} Group and Subsidiary
ELTA Systerns to offer a deep-find radar solution for the UK MODs
SERPENS programme for a next generation weapons tocating syster.

At our Bnstol Mission Systems site, the opening of a new build hall has
boested efficiency, enabling us to deliver major systerm modules for
Boat 2 of the Creadnought Class subrarine, a significant milestone on
the programmme, ahead of schedule,

Deployment of advanced manufacturing technology continues to
underpin cur market leading role in submarine missiie tube assembly,
with instailation of robetics and additional machimng capability at
our Rosyth facility. The missite tube programme continues successfully,
supporting both the UK Dreadnought and US Columbia submarine
programrmes.

Babceck Imternat.cnal Croup PLC P A-rmLa, <eport Aanc Fagre & Staterents 2020
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RSS Sir David Attenborough.
We were awarded a contract
to maintain the UK’s fleet of
scientific Royal Research Ships.

International defence

Wie ciyppott internatinnal defence markote from our LK anarationg ond
from aur businesses in Canada, Australia, New Zealand, Oman and
Seuth Korea.

In Poland, building cn our setection as Design & Technology Partner
to PG7 {the Polish prme cantractor), we secuied Lwo further contracts
an the MIECZNIK (Swordfish) frigate programme, which is based on
the proven Arrowhead 140 naval ship design used on the UK Type
31. The Class Design Contract and the Transfer of Knowledge &
Technology framework agreement further support the deveiopment
of the programme and shipbuitding capability in Poland. Working in
collaboration with the PGZ-MIECZNIK Cansortiurm, we have also
agreed an extension to oversee the programme.

In Ukraine, having signed the trpartite agreement with the UK and
Ukrainian Governrments as lead industry partner on the Ukrainian Naval
Capabilities Enhancerment Programme, we continue to support our
Ukrainian customer with their requirements, such as the mine counter
reasure vessels, which were formaily handed over to the Ukrainian
Navy in the year.

In Oman, we delivered several maintenance, repair and overhaul
activities for the US Navy. The Dugm Naval Dockyard IV continues to
bid for work with the US and Royal Navy of Oman, while we continue to
deliver deployed support for the UK Royal Nawy.

In Brazil, we established an in-country project team to deliver
through-iife support to the Marinha do Brasil's (Brazilian Navy) flagship
vessel, NAM Atlantico, formerty the UK Royal Navy aircraft carrier
platform HMS Ccean, and continue to explore future opportunities with
the Maninha do Brasil and other International navies as part of our global
support and export programmes.

In Canada, Babcock continues to deliver the Victoria Class In-Service
Support (VSSC) contract which was extended to 2027,

In South Korea, cur weapon handling and taunch tearm successfully
comptleted the final milestone on the Korean Navy's lang-Bogo HI Chass
submarine — with alf 122 Category A milestones delivered on time or
ahead of schedule over the 10-year period. We continue to deliver the
eguipment systems for boats four and five. in September 2022,
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we received a first maintenance contract from Daewoo Shipbuilding
and Marine Engineering (DSME) to support the lang Bogoe Iil Class — Boat
1 systerns, with a second phase of this work secured in October.

In Australia, we compieted the integration of the Naval Ship
Management (NSM) business following acguisition of the remainder
of the business in March 2022, MM stieinylliens Babeock s support
to the Royal Australian Navy's (RAN) future maritime support model,
Plan Calilec. Babcock is now the premier warship sustainment
organisation in Australasia.

In Octaber 2022, Babcock was announced as the preferred tenderer
for the Regional Maintenance Provider {RMP) West, ta manage the
sustainment of RAN ships in Western Australia over the next five years.

In February 2023, Babcock signed a contract with BAL Systems to
provide the air weapons handiing system far the first batch of
Hunter Class frigates for the RAN. The scope includes the design,
build, testing and installation suppert of air weapons handling
based on a medified Type 26 design.

In New Zealand, the new Maritime Fleet Sustainment Services
{MFSS) contract with New Zezland Defence Force formally began.

Energy and Marine

Our Liguid Gas Engineering business (LGE) centinues to support its
customers on transition to Net Zero carbon with LPG and Ethane fuel
gas supply systems for ships’ main engine supply, replacing fuel oil.
Our ecofGSS-FLEX®: ammoniafLPG fuel gas system will enable the
use of zero carbon fuels, whilst cur ecoCO2 - liquefied CO2 cargo
handiing - system will enable the transportation and storage of
CO2 from current emitters.

in the period, LCE furthered the devetopment of aftermarket services
to provide enhanced through-life support for ship-owners.

During the year, our Rosyth dockyard was awarded ¢.£45 million ta
maintain the UK's fleet of scientific research vessels — RRS Sir David
Attenborough, RRS Discovery and RRS lames Cook. The three vessels
are involved in some of the most pressing research across the globe,
visiting polar reqions and depths of tropical oceans. This year RRS
Discovery and the RRS Sir David Attenberough will have planned
maintenance periods.
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What we do

Support all UK nuclear submarines and
infrastructure

Own or manage key infrastructure and
naval bases

Nuclear submarine dismantling

UK civil nuclear new build, generation
support and decommissioning projects

UK and international nuclear services

Balcict

Operational highlights

eyl g’ S AT fand Boanca Statements 2022

Sigmficant ramp up on the Major Infrastructure Programme
cantinuing across Devonpart Dockyard

Concluded first Vanguard Class fe-extensian with the first vessel
returned to the LK Royal Nawy post year end, and an initial
contract and mobilisation phase for the next submarine, HMS
Victoricus, 1s now underway

Launched the Submarine Availability Partnership with the UK
MOD and Submarine Delivery Agency to progress avadability

First Astute Class submarine arrived at Devenport Dockyard ready
for a Base Maintenance Period {BMP)

Awarded a framewark agreement with the lapan Atomic Energy
Agency tc deliver the Monju scdium treatment project
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Financial review
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Revenue grew Dy 17%, driven principally by the further strong
ramp up of the Majar Infrastructure Programme (MIP) at Devonport
dockyard, as well as increased Future Maritime Suppaort Programme
{FMSP) submarime support activity at Faslane naval base and new
defence contracts in our civit niclear business. MIP revenue
doubled in the year to £267 million (FY22: £134 milion).

Underlying operat:ng profit increased by 2% to £63.5 million.
Profit from MIP growth and a lower pragramme write-off compared
to FY22, mare than offset the impact of future inflation assumptions
on programmes and furrher investment in strengthening the
control enviranment. The programme write-off in FY23, resultng
TrOa Dl Gastan it O et S o Lusta, weds £ 10 M Gis
(FY22: £22 millien). This coptract s expected to complete sqon.
Cperating margr declined to 5.4%, reflecting the 'mpact of
tuture inflat:on and higher MIP revenue, which is lower margin.

Contract backlog decreased 12% n the year to £2,454 millhon
(Fy22: £2,789 rmuition} due to the trading of tongternm contracts,
specifically FMSP, athough it was flat 'n the second haif due 1o
strong order ntake. At 1 Aprit 2023, huclear had around

£1 bilion of FY 24 expected revenue under contract, and an
additional c.£ 150 milion under framewark agreements, both
above the position in the previous year.

Operational review

Defence

The LUK 15 going through a phase of ¢lass transition for nuclear
submarines. Astute Class submarines are currently replacing the
Trafalgar Class and the future Dreadnought Class will replace
the Vancuard Class. Cood progress has been made in the year
in meeting the current and future requirements of the MOD.
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We are warking closely with the MOD to jointly develop long-term
strategies for people, infrastructure and transformation, to meet
the evolving reguirements for the future of the Royal Navy.

At Devonport. the MIP has ramped up significantly over the year.

The programme is designed to deliver substantial upgrades to

existing infrastructure over the next ten years, to ensure the future

capability requirements of the Raya! Navy and the submarine

enterprise are met for decades to come from state-of-the-art

facilities. The programme wil: enable the dockyard to deliver base

maintenance penods (BMP)} and deep maintenance periods {DMP)

for new classes of submarine, including nuclear defuel and refuel

Of Cumitil and futiane ciaee s, arnd 1S Sl progioimimes

{LIFEX), crucial to the UK subrrarine programme. During the year, ,
key MIP delwery dates have been agreed with the customer to
meet cont nued and future submanne docking, through-hte
support and fleet avallabiity.

The concept design phase for 10 Dock s now complete and
construct:on s underway to transfarm a large dry dock,
traditionarly used for large ship refit, into a seismically qualified
dock in algnment with stict nuciear regulation, capabie of
enabiing delwery of the first DMP of an Astute Ciass submarine.
Currently, planning permission has been granted with customer
approvatl for the develcpment of tie faciiity whicn is starting witn
demaliticn of ageing assets to create space for new facilities. .

Work on the MIP at 9 Dock continues where we are upgrading,
improving and life-exterding the facility which will enable us to
continue delivering the Vanguard Class submarines LIFEX
programme, Including defuel and refuel while pianning for future
class suppart,

Twae of our graduates working on
the Major Infrastructure
Programme at Devonport.
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Since the start of the FMSP contract, productivity during
maintenance projects has continually increased and this has been
further supported by the introduction of round the clock waorking
patterns for engineering support staff and greater collaboration
with the Royal Navy and Subrmarine Delivery Agency. The Devonport
elements of the first Vanguard Class LIFEX DMP concluded during
the year, and HMS Vanguard was handed back to the Royal Navy in
May 2023, The mobilisation phase for the next DMP {HMS Victoricus)
is now undenway following ‘nitial contract award an a full cost
recavery basis.

Additionally, we have welcomed the first Astute Class submarine
ready for the start of a BMP and we successfully compieted a
Revalidation Assisted Maintenance Period {RAMP) programme far
a Trafalgar Class submarine.

At Clyde, we have delivered strong performance on several support
programmes for our customer. This has included several Vanguard
Class BMPs, which were completed zhead of scheduie. Engineering
support to Astute Class submarines has also been defivered at the
naval hase and abroad, supporting the giobal operational needs of
the Roval Navy. At Rosyth, delivery of the submarine dismantling
and disposal programme has continued in line with schedule.

Civil Nuclear

In decommissioning, we have been selected as the preferred bidder
for the Magnox Hinkley Point A Vault Retrievals Phase 2 project.

This preject builds upon our streng relationship with Magnox

and our history of delivering retrievals projects on Magnox sites.
The five-year cantract is to provide the design and delivery of

an automated solution tc safely retrieve, process and package
waste from vaults within Magnox's Hinkiey Foint A site, ready

fcr safe storage.

tn lapan, we are continuing our growth plans for nuclear
decompmissioning services and in April 2023, we signed a
framework agreement with the lapan Atorric Energy Agency
(IAEA) to deliver the Monju sodium treatment project over
five years, starting in 2024.

In nuclear support, we worked in collaboration with our EDF
custemer, to successfully complete the Dungeness B Power Station
pre-defueling outage. We have aiso secured an extension to the
Lifetime Enterprise Agreement.

During the year, the new Process, Plant and Equipment (PP&E)
contract ccrmmenced in the UK. Our role is to lead the design,
installation and commissioning of complex plant and equipment
engineering, enapiing the customer to safely process and detiver
their production line. We expect to see the framework contract
continue to ramp up in FY24 while the programme remains a
key enabler for further opportunities across the wider facility

as they develop.

Our Cavendish MNuclear business continues to focus on several
growth opportunities in the UK and internationally. In the clean
energy space, we are continuing to support X-energy as their

UK deployment partner. The partnership complements our civil
nuclear business’ support to ali three nuclear streams of the UK
Covernment’s Energy Security Strategy: Large Gigawatt Reactors,
Small Modutar Reactars, and Advanced Moduiar Reactors, such as
High Temperature Gas-Cocled Reactors with the capability to focus
on industrial heat and hydrogen.

In the US, Cavendish Nuclear partnered with Amentum and Fluor,
has successfully secured the Portsmouth Gaseous Diffusion Plant
Decontamination and Decommissioning Contract in Chio, USA.

Fusion energy is at a transition point moving from science to
engineering deployment, and through Cavendish Nuciear we are
seeking to become an earty member of this developing Industry,
including positioning for a role on the whole plant partner
procurement with the UKAEA on their Spherical Tokamak for
Energy Production programme.
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Land - at a glance

Revenue* Revenue profile

£1.0bn

Percentage of Group revenue”®

25%

Contract backlog

£2.8bn

» Financial Statements

Contract backiog profile

‘-

W 35% Defence

M 60% UK

M 59% Defence W 79% UK

Number of employees W 65% Civil

B 40% International

W 31% Civil 8 21% International

6,600

*  Excluding divested businesses in FY23, Group revenue was c.£4.0 billion

What we do

Asset management and engineering
support for British Army vehicles

Technical training and support for the
British Army

Emergency services technical training
and fleet management

South Africa engineering and
equipment businesses

Operational highlights

= Awarded Australian Defence High Frequency Comims contract far
C.£500 miliion over 10 years

» Indiscussions with UK MOD for five option years on the DSC
contract to 2030

= Awarded instial UK MOLD contract to buiid “lackal’” venicies with
Supacat in Devonport

« Awarded mitial ¢.£50 million one-year contract py the UK MOD
10 support UK Gifted platforms to Ukraine

+ Awarded contract to help the British Army improve operationa:
performance and extend the life of its Land Rover fleet

+ Secured first land win in France to deliver ground support
eguipment suppart ta the French Navy, Army and Air Ferce

+ Completed the saie of our non-core Civil Training business

or s iaier st o L B A Stateme:
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Land continued

Financial review
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Revenue was in line with the prior year with organic growth of 5% Operationa[ review

offset by the impact of disposals (UK Power in December 2021
and Civil Training in February 2023). Crowth was driven by ramp
up of the Australian Defence High Frequency Communication
{DHFC) system, continued strong demand for mining equipment
and aftermarket sales in South Africa and higher volumes in Rail
and Emergency Services training. which more than offset the end
of the Eskom cont-act 'n South Africa in Ma—h 2022,

Underlying operating profit grew to £85.9 million, representing
an underlying operat:ng margin of 8.4%, The 1ncrease was driven
by the ramp up of the Austraiian DHFC systern cantract, higher
s 1 Sui ot Aficy Lastiios arad O Teguey Dervices
traiming, and a £12 million gne-o™ credit. Excluding tne one cif
credit, margin would have been 7 4%,

Contract backleg increased 24% orgamcasly te £2,810 miltion

(FY22: £2,309 miilion) driven by the Austraiian DHFC systerm
nel good order mementum 1 the second half of the year.

At 1 Aprit 2023, Lang had arounc £640 mitlicn of FY24

expected revenue uncer ccntiact, and an additiona:

C.£180 milhan uncer framework agreements, both zhove

the position in the previces year.

A new collaboration between
Babcock and Supacat will see
the production of 3 new ‘lackal’
vehicle for the British Army.

Defence

Performance in defence equipment activity improved in the period,
including our DSGC contract where we maintain, repair, overhaul
and upgrade the British Army’s armoured vehicles and tanks.
Following a successful transformation programme, we continue
to suppert our 8ntsh Army customer as they plan for the future of
their equipment and support. We are now in detailed discussions
regarding execution of the five option years with modificat.ans
tnat wil contribute to better outcomes for the customer and for
the Crniin [noaddition we :Urrmcfm\y extended i Phoeniv H
contract whicn delvers the UK MGD's 'white fleet’ service for a
furtner two years with strong oerformance.

Ir February, we announced that we w | e working in collaboration
with Cevor-based Supacat, to deliver an crder of 70 High Mability
Transporters (HM™ 4006 sernes) fram the MOD. With this initial
order, tne contract award could lead to the production of as
many as 240 of the light armoured vehicles, should operational
requireimients demand. The contiact is to be delvered from aur
Devonport site .n Plymouth, where we wil: create 90 new jobs.

We have been awarded a one-year contract by the MCD to help
the British Army improve operational performance and extend
the life cf its Land Rover fleet. Partnering with Blectric Vehicles
experts, flectrogenic, we will convert four insenice miimary tand
Ravers, two protected vehicles and two general service vehicles,
from diesel-fueled 1o electnc using a drop-in kit and medified
tattery systerm.

This year we estattished aur Advanced Manufacturning busness i
response t¢ growing obsalescence and commercial strains in the
supply chain. We fitted our first additively manufactured metal
parts onto a rrilitary vehic'e having established an approvat and
safety case process in collaboration with the MOO and the British
Army. We have signed a partnership agreement with a specialist
advanced manufacturing business, Additure, and are now scaling
this capapility werking with our Brit'sh Armey custamer and across
the Group.

Through cur existing Contracts, we contributed to the Brtish Army's
support 1o Ukraine's Armed Forces, refurbishing and regenerating
equipment that has been gifted i kind by the UK Government
and supporting the t-aining of Ukrainian nationats in a range cf
domains. We were recent'y awarded an initiai 1 2-month contract
to support the equipment, including the supply of spares and
technical support.
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We were proud to support HM
Queen Elizabeth it's funeral with
over 500 hours of vehicle
maintenance for the Met Police
and London Fire Brigade.

Our defence training business performed well across ail contracts
and continued to offer operational benefits for our customers.

We have been working close'y with the Brit'sh Aermy throughout tne
year to support their Mobilise campaign and successfully delivered
training ta partnering nations. We continue to invest and develop
innovative training and have recently submitted our proposal
arcund threat identification.

We have successfully delivered Exercise Carberus 22, the British Amny's
largest and most ambitious field army exercise in Europe for a decade.
Following a successful campaign in 2022, we participated in the
British Army's 2023 Army Warfighting Experiment where we
shiowcased our Human Insight. Perfarmance System.

In France, we secured our first major Land contract in this focus
country for the Group. We will support around 5,000 ground
support equipment assets across the French Army, Navy and Air
Force through a 10-year contract. The contract represents the first
outsourcing for the provision of maintenance, repair and overhaul;
supply chain and logistics: technical and obsclescence management;
as well as asset renewal. The contract will see the Group investing
in key systems, infrastructure, and peopie across France, supported
by capability transfer from our UK businesses, which wiil reinforce
our in-country growth strategy.

In Australia, in October 2022, we signed a contract with the
Covernment to upgrade and sustain the Defence High Frequency
Communication Systern to support the Australian armed forces over
the next 10 years. The c.£500 million contract starting in October
2023, will see Babcock lead the operation and support of the
customer's existing capability, while delivering a comprehensive
technology upgrade programme. The new system will provide
Australian and allied armed forces with the ability to securely
communicate using voice and other data from aimost any tocation
across the globe.

» Financial Statements

We continue to deliver and pursue Land defence oppartunities in
Austratia. The Group is one of four short-listed tenderers for the
LAND-125 Phase 4 — Integrated Soldier System programme, to
nregrate a wide range of connected technologies including
uncrewed ground and aenal systems and self-learning machines for
Australian scldiers.

Emergency Services

We have seen good performance in our Londen Fire Brigade (LFB)
contract, with recognition for our support during the summer 2022
heatwave, which saw the busiest operational period for the LFB since
World War Two. Delivery of our Metropelitan Pelice {MPS) contract
has been stabie through a challenging period that included a significant
surge i demand during the funeral of HM Gueen Elizabeth 1.

The MPS fleet management contract will end in October 2023,

Cur LFR and MPS training contracts also performed weli in the
period, with significant demand in volurmes as both customers seek
to meet recruitment targets. Qur new MPS training pragramme s
now well established and performing well.

South Africa

Performance for the South African business was better than expected
driven by high demand in the equipment business as a resuit of a
strong market in the mining sector. This more than offset the ending
aof the Eskom engineering contract. Work continues on ongoing
improvements through operational excellence initiatives
throughout the business.

Other civil markets

Our Rail business had strong perfarmance during the year with
further work in our Transtink framewark. We continue to focus on
delivery in our two key regions of Scotland and Northern Ireland.

in February 2023, we completed the sale of our civil training
business te inspirit Capital.
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Aviation - at a glance

Revenue* Revenue profile’

£0.4bn

Percentage of Group revenue’

10%

Contract backlog

£1.6bn
1 63% Defence

Number of employees L 137% Civil

5,000

* Excluding divested businesses in FY23, Group revenue was c.£4.0 billion

What we do

UK and French pilot training
and support

Military aircraft engineering
and airbase support

Military and emergency services
aircraft maintenance, repair
and overhaul

Air ambulance, search and
rescue and firefighting services
in our focus countries

» Financial statements

Backlog profiie

[ 38% UK {7] 54% Defence [J42zuk
F 64% International 7] 46% Civil

[158% International

Operational highlights

First twa of six H1 60 helicopters modified and delivered to the
French Navy as part of a 10-year contract

Completed delivery of nine PC2 1 aircraft and commenced
operaticna! fiights on the French Mentor contract

Secured an 1 1-year extension tc support the UK Hawk TMk? and
TMk2 aircraft and the Red Arrows

Secured extensions from the UK MCD to operate the Light
Aircraft Flying Task [LAFT2) and RAF pase support contract, Hades
Awarded R&D funding from the UK MOD to explore technologies
that minimise the environmental impact of light, fixed wing
training aircraft

Awarded Queenstand Health contract in Australia for helicopter
emergency medical services (HEMS) for 12 years

Awarded a HEMS contract in Canada for c.£ 200 million, starting
inFYz2h

;
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Aviation

Financial review
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Revenue decreased 2% in the year. Organic growth of 9% was
driven by phasing in our French defence contracts, in particular
Mentor, which included aircraft sales to the customer. This was
offset by the impact of disposais (Ot and Gas in September 2021
and European Aerial Emergency Senvices (AES) on 28 February
2023). The divested European AES contributed revenue of

£38% million during the 11 months of ownershup in Y23 (Fy22:
£405 ~ullion).

Underlying operating profit decreased to £ 15.8 millian, driven by
the impact of disposats, primarily European AES, which contributed

alossof £1.1 miflion in the 11 menths of ownership corpared to
a pealul £33 oo FVZ22, due o nighe, fued costs, odeniying
ope-ating margin declined 3y 30 basis points 16 2.0%, prmarily due
te weaker performance of the disposed European AES businesses.

The retained business within Aviat on generated revenue of
£416 million (FY22: £337 milion). up by 24%, and underlying
operatng profit of £17 miifian (FY22: £ 14 million], representing
an operating margin of 4.1% (FY22: 4.1%). Growtn was drven by
our French defence contracts, as described above, with
associated profit offset by continued high bid costs on a large
contract tender that nas recently been submitted.

The PC-21 aircraft used to
deliver fast jet training to
the French Air Force.

Contract backlog decreased to £1.633 million (Fy22:

£2,294 million), mainly due to the impact of the AFS dispasal
{c.£97% millian). The retained business contract backlog grew by
24%, driven by new contracts {Australia and Canada HEMS) and
renewal fextension of long-term contracts (UK Hawk and LAFT2 -
Light Aircraft flying Task). At 1 April 2023, Aviation nad around
c.£240 million of F¥Y24 expected revenue under contract, lower
rhar the prior year position on a like-for-like hasis, due to high
FY23 military aircraft deliveries :n France.

Operational review

vetence

A oss UK defence, act ity has continued at a steady pace. Cur
oultary husiness secured an 11-year contract extensson with BAE
Systems to support the dawk TMk1 and TMk2 aircraft at Royal Aur
Force (RAF) Vailley and won a new contract to suppcert the RAF
Aerobatics Team [Red Arrows) with line and depth mammtenance
at RAF Waddington. Extensions were also secured on cur RAF Hades
support and Lignt Aircraft Flying Task contracts with performance
remaineig strong. Progress continues to be made on the Tutor
programme with 80 aircraft available to the customer. Our UK
Military Flying Training Systern contract saw good pragress in the year.
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Construire un monde fiz

We are continuing to deveicp our partnership with the Airbus
H175M Task Force — a UK-based industry tear created to supply
and support the British-produced M1 75M helicopter for the UK's
new medium heicopter reguirement.

During the year, we were awarded two years of research and
development funding frem the RAF'S Rapid Capability Office.
Project Monet is designed o explere and progress the appiication
of a range of sustainable aviat:on technaiogies, ncuding the
potential for synthet:c fuelied interna: combusticn engines,
hydrogen cell, and hybrid.

In France, activity continues to ramp up on the Mentor contract,
with the delivery of nine PC2 1 aircraft and the start of operational
flights. Avaiiability continues to remain good, further enhancing the
training delivery. On the FOMEDEC contract, we delivered circa
35,000 flight heours and 23,000 simulator hours tc the customer.

During the year the first two Airbus H160 helicopters were delivered
to and accepted by the French Navy as part of cur contract with
the French MOD. In partnership with Airbus and Safran, we'll provide
a total of six modified H160 aircraft and through-life support for 10
years. The aircraft will be used by the french Navy on demanding
search and rescue missions, The customer pays for the aircraft over
10 years after acceptance. We will discount the customer recevables
for all 6 aircraft in FY24 on a non-recourse basis once the aircraft
are delivered and accepted.

Through Babcock’s joint venture with Leonardo Canada, Babcock
Lecnardo Canadian Aircrew Training has subrmitted a oid to deliver
Canada's Future Aircrew Training (FACT) opportunity, with an award
decision expected in late 2023.

Aerial emergency services

On 28 February 2023, we completed the sale of certain of our
European (Spanish, Italian, Portuguese and Scandinavian) Aerial
Emergency Services (AES} businesses to Ancala Partners for a gress
consideration of €136.2 million {c.£120 million}, with an additional
C.£60 million of completion adjustments.

<L sUr i ensemble L~
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During the year we delivered
the first two Airbus M160
helicopters to the French Navy
as part of our contract with the
French MOD.

Babcock has retained its AES businesses 0 its focus countries of the
LK, France, Canada and Austraka, where the Group also operates
defence businesses.

Cul gperdtlons in the UK secured severai successful extensions,
with Hampshire and Isle of Wight Air Ambutance, Great Western Ar
Ambulance, and Northwest Ar Ambulance.

In Australia, Babcock was awarded a contract with Queensland
Health for the Torres Strait and Nerthern Cape York Peninsuia
Emergency Helicopter Service in Cecember 2022, Operating from
Harn Island, Babcock will provide 247 senvices across the region
including aeramedical retrieval and search and rescue. The aircraft
wili also be available to support taskings from other government
departments incfuding Queensland Fire and Emergency Services
and Queensiand Police. The 12-year contract continues a 15-year
reiationship between Queensiand Health and Babcock in the Torres
Strait and will represent a significant uplift i capability to the region.

In France, we've continued to develop our service offering extending
operations to 24 hours coverage. We also delivered four FC135
helicopters to our French Customs custemer, including initial
maintenance and inspection of the assets delivered as part of the
contract te support the French Customs and Gendarmerie
Naticnate’s helicopter fleet.

in Canada, Babcock is continuing to deliver air ambutance and
wildfire suppression services in the Province of Manitoba, helping to
protect citizens, communities, and natural resources. In 2022 alore,
Babcock dropped over 18 rillion litres of water on the wildfires in
Manitoba and completed over 268 aenal firefighting missions.

During the year, we were setected as the in-service support provider
for British Columbia’s new fleet of AW 169 aircraft. The 10-year
contract is warth around £200 miilion and will start in FY25,
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Stakeholder engagement and s172(1} statement

Creating a safe and secure world,

together

Building strong and lasting relationships with our global stakeholder groups is not only vital
to our success, it's central to our Purpose: to create a safe and secure world, together.

Customers investors

Why they matter to us

Understanding the needs and
challenges of our custormers allows
us to help them te succeed. We
make their mission, our mission;
working in partnership with our
customers to deliver critical
programmes and services.

We seek to solve their challenges
through the introduction of
innovative solutions and technology
to support their needs.

We build and maintain fong-term
relationships with cur customers to
promote our mutual success.

What matters to them

» Safety

* Operational excellence

* Affordability (vaiue for money
* Availability

» Capability

» innovation and expertise
Retiability

= Collaboration

* Deep understanding of their
needs, both now and in
the future

Sustainability performance
and agenda

How Babcock engages

+ Regutlar ongoing relationship
engagement at all levels

« Contract negetiation and
execution

Strategic Partnering Programme
Collaborating on joint initiatives

* Attendance at key industry
events

Provision of information on
sustainability goals

Suppliers

Why they matter to us

To support our global business
operations and strategy we
require an efficient and highiy
effective supply chain. This means
we need to foster trusted and
coilaborative relationships with
suppliers whe share our appetite
to drive improvement through
inncvation and best practice.

Our external supply chains are an
important part of our performance
and by working collaberatively
with suppliers we can ensure
continuity of supply, minimise risk
and bring innovative solutions to
our customers.
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What matters to them
» Good working refationships
« Access to opportunities

« Prompt payment and
predictable suppilier cash fiows

How Babcock engages

* Regutar open and honest
two-way communications
Supplier Code of Conduct

Supplier conferences,
workshops and "tunch
and learns’

Supplier due diligence

+ Involvement in Security supply
chain development pregramme
SC21

Al STt e s

Why they matter to us

The support of our equity and debt
investors and continued access to
capital is vital to the longterm
success of the Company. We work
to ensure that we provide clear
and transparent information to the
market which allows investors and
potential investors to make
informed decisions, via market
updates, information published on
our website, appropriate access to
management and an active R and
Treasury team.

What matters to them
= Shareholder vaiue

« Financial and operational
rerformance

= Strategy and business
development

» Capital structure
= Dividend poticy

= Transparency of
communications

* Access to management
= Governance

Sustanability strategy

How Babcock engages

* Annual Report and Financiat
Statements and AGM

* Results materials and
presentations

= Proactive Investor Relations
team

+ Treasury team engagement
with banks, noteholders and
credit rating agencies

» Dedicated investor section on
Babcock website

» |nvestor roadshows with
management and IR team

= Chair & NED engagement with
top shareholders

» Consultation with farge
sharehoiders on remuneration
policy

= Investor site visits

« Stock exchange
announcements and press
releases

Regulators

Why they matter to us

We manage complex assets in
highly requlated sectors: nuclear,
defence and aviatian. We are
committed to providing safe and
effective operations. We have to
maintain positive and constructive
retationships with regulators in
order to be able to operate, to help
shape policy in our markets and to
position for future opportunities.

What matters to them

= Regufations, policies and
standards

* Governance and transparency
Trust and ethics

Safety and comptiance of
operations

¢« Sustainability
» Site-specific issues

How Babcock engages

* Regular engagement {national,
local and official level)

Briefing on key issues
Dedicated compliance teams
» Response to direct queries

Coordinated safety
improvement programmes



» Strategic report » Governance

* Financial Statements

We recognise the impact we have on our stakeholders and our responsibility to them,
which is why increased stakeholder engagement is a key part of our turnaround strategy.
We are committed to open and productive engagement with all our stakeholders.

Employees

Why they matter to us

Our success is led by our .
employees. We are committedto
creating an inclusive and diverse
organisation where employees
can devetop their full potential.
We focus on develaping and
suppoerting a truly engaged
workforce, living our Principles
and working on shared goals, = Aglobal people survey
united by our common Purpose. + Regqular internal updates

What matters to them + Cascadebriefings
. + A gedicated onboarding app
* Remuneration, reward and

recognition * Regular safety stand downs
. and annual safety sumrmit
+ Professional development

and career progression * Apprentice and Graduate
programimes

+ Regular training

* Access to independent
whistleblowing process

How Babcock engages
Employee forums and meetings

Global engagement platforms,
including an employee apo

* ‘Weekly CEO and senior
management viogs

* Access tothe CEO viz a
dedicated email

= The Group’s aims, goals,
priorities and reputation

* Regular engagement with
leaders

* Health, safety and wellbeing
= An empowering culture

* inclusion and diversity

» Our £5G agenda

» Employee networks

= Senior management and
Board visits

= Non Executive Director

responsible for employee

engagement at Board level

Free confidential employee

support helpline

s172(1) Statement

Why they matter to us

We are committed to the
communities in which we operate
and the broader interests of the .
customers we serve, We have a
responsibility to support the
communities in which we operate
both economically and socialty;
community engagement, and
social value creation is a key
aspect of our ESG strategy.

We want to be a force for good in
our commaunities, particularty
where we have major sites of .
operation, and are one of the

largest employers in the local area.

What matters to them

» Employment and economic
contribution

= Heaith, safety and wellbeing

* Engagement in local education
and STEM activities

* Sustainability and the local
environmeant

How Babcock engages

* Sponsorship and donations,
with new policy created in FY23

Commissioned an independent
report to analyse our
contribution to the UK economy

Created a new employee
volunteering framework

University partnerships
* STEM Ambassadors

Significant employer of service
leavers, veterans and reserves

*

Engagement with local
Community programmes

* Support for indigenous people

* Support for armed forcas
community

» Community engagement

The Directors confirm that they, both individually and coliectively, have acted in a way that they censider, in good faith, to be most likely to
premote the long-term success of the Company for the benefit of the Shareholders as a whoie, while having regard for all stakeholders.

By considering key stakeholder groups and aligning our activities with our strategic plan, as well as the Company’s culture and values,

we aim to act fairly, transparently and in the best interests of the Company cver the long term.

More information on how stakeholders are factored into our decision-making and the Baard’s engagement with stakehaciders can be
found in the Governance section in the Chair's introduction on page 106 and on pages 112 ta 115, which form part of this Statement.
Further information on how the Board addressed the different matters set out in s172(1) in performing their duties during the year can

be found as follows:

5172 factor

3. the hikely consequences of any decision in EHeWoné term

b.the interests of the Compary's employees

¢. the need ta faster the Company’s business relationshmﬁ
with suppliers. custermers and cthers

d. the !mpéct of the Company's 6pé?at;3ns an the commynity
and environment

"e. the desira 5ﬂity of the Eoﬁ;pa ny maintaining a Fépt}taﬁoni
for high standards of business conduct

f. the need to act fairly between members of the Cbimpany

Environmental (pages 63 to 73)

Relevant disclosures
Cur strategy (page 6)
Business model (page 20)
ESC strategy (page 58) S
Ensuring the safety and welibeing of our people {pages 74 to 78]
Being a collaborative, trusted partner across the supply chan
(pages 83 tc 85)

innovatien and technology [pages & and 9) )

Making a positive impact on the corrmunities in which we operate
{pages 78 to 82)

v

ESC Strateqgy: Covernance (page 83 to 85;

Investors {page 56)
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ESG strategy

ESG strategy

Sustainability is an integral part of our
corporate strateqgy and it underpins our
corporate Purpose: to create a safe and
secure world, together.

Over the fast year we have progressed our
corporate Environment, Social and
Governance (ESG) strategy and ensured
progress towards our commitments and
our five ESG priorities; these provide a
framework for integrating sustainability into
the business and ensure that we play our
part in minimising risk, reducing our
environmental footprint, contributing to
our communities and transitioning to a
more sustainable future for all.

Recognising our key staxenoiders’ facus on ESC, we extended our
rmater ality assessment to capture the views of some of our key
customers and suppliers, We aiso captured feedback on £SC issues
In our annual empioyee survey and ensured that our internai
cemmunmicat-ons included examples from acress the business of
where and how we are taxing act'on on matenal topics.

The Executive Committee, witnt the support from the Corporate
ESG Committee continue to guide and govern Group-wide
sustainabifity initatives, ensure ailgnment behind the Croup ESG
strategy and progress towards sustainability targets.

Further te the decision in FYZ2 2 to build specific £SG objectives and
meagsures T the FY23 annua: banus, the Remuneration Carmmittee
nas set E5G related targets relating to reduction in carbon emission
and senic management diversity for the 2023 PSP grant. See page
133 Remuneration Committee Repart.

\We continue to develop our approach to ESC reporting: we completed
the Dow lones Sustainability index (D11} submissian i December
2022, we are now comphant with 9 of the 11 TCFD disclosure
requirements as per Listing Rule LR9,8.6R and we have disciosed

ir fine with the rew 202 1 Giohal Reporting index (GRI) framewcrk.
We work proactively with ratings agencies to enhance, wnere possible,
the level of transparency and provide further insight into 3 range
of econcmic, scaial anc goverrance topics. We are appropriately
represented an trade bodies and collaborate to raise FSG standards
and demonstrate the pos'tive impact of the Defence sector to

our stakehotders.
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Our ESG priorities

We will reduce emissions and set science-based targets
e togetto Net Zero across our estate, assets and operatmns i

. by 2030 -

- Seepage 63 .

. We wdl mtegrate envwnnmentai smtainabmy mto :

preg.camme design to minimise waste and
. [apbmise fesources
“Sa pages

We will ensure the safety and weflbeing of ali our people
See page 74

We will make a positive difference to the communities
we’re proud to be part of and provide high-quality jobs
that support local economies

See page 78

Progress against our ESG priorities

I3 Reducing emissions and setting science-based
targets to get to Net Zero

We are warking coflabaratively with our customers and suppfiers
to take action te combat climate change and its catastrophic
impacts by decarbenising our busmess and s value ¢hain

+ Following industry best practice, we committed o an intenm Science
Based Target n line with a 1.5-degree pathway in April 2023 which
requires a 4.2'% annuat carben reduction against our 2019 baseline and
sets us on a course for decarponising our estate, assets and operations
to reach our overarching goal of Net Zerc emissions by 2040

-

We conducted a guantitative strategic climate-related risk
assessment with the support of a third-party {KPMG) to assess
the finarcial impact of material risk themes and this has been
considered by the business as an input to the five-year strategic
planning process and FY24 tbudgeting process

3 integrating environmental sustamab:ftty
into programme design

* We are working to embed 1ow carbon principles into the
design, planning and operational defivery of our praducts and
services with the use of Life Cycle Assessment tools and Circular
Economy orinciple

+ Over the past year we invested significant efforts to further our
understanding of cur nature-related impacts, risks and opportunines.
We are exploring new legisiative requirements to disclose
nature-related risks and impacts, 10 iine with the Taskforce on
Nature-related Financial Disclosures (TANFD). A key area of focus for
Babcock is engagement with our stakeholders and experts in the
nature arena tc understand opportunities to callaborate, knowledge
share and partner. Babcock has become a member of the UK
Business and Biodiversity Forum

« We have developed a new Croup e-training package ‘'Cunous about
Climate’ to help us leam more about what climate change is and the
actions we can take mdividually and collectively to reduce our impact



u Ensuring the safety and welibeing

» Strategic report » Governance

of our people

We cont.nue to focus on making 3abcock a8 more efficient,

agile, inclusive and people-focused business

Sasunng the safety, hean and weltbeing of ail our peopie

and tnose affecterd oy our actwities is our onority

We continue to colianorate and learn, across the enterprse, 1o
ensure our products and services achieve the qualty and safety
standards required of our custemers and regulaters, Our Engaged
Safety Culture framework forms the foundations of the safety
benaviours being developed across Babcock

Our updated approach to Inclusion and Diversity (IR0} has enabled
us to create the right foundations to deliver gender balance and
greate” diversity more broadly through our organisaticn

Our female population has reduced in this reporting year due
both te divestments and natural attrition but we are actively
focused on attracting talent to grow our pipehne for the future
and deliver equal representation

Ourwork te reduce .nequaities between male and ‘emale
emmiayees "as resulted in year cn-year progress since we started
lepuitiig i 2017, Tins yedl we ¢te pigased (o 1eport Ude Uie
median pay gap has continued tc reduce narrowing from
11.8%t0 9.6%

= Making a positive impact on the communities

in which we operate

Ve are making a positive difference to the communities in which
we operate by promoting sustained, inclusive and quatity [obs.
This is evidenced by the independent report carried out by
Oxford Econornics highlignting amongst other things, how we
support levelling up across the UK, our focus on wellbemg and
environmental initiatives we are progressing

With a global preserice, Babcock recognises the importance of
engaging and supporting mdigenous people in the countries in
which we operate

Our charitable sponsorship and community investment approach
alicws sectcrs and regions to manage their respective donatians
and sponsorship, which means that cur support goes where it
can serve the greatest need. This includes Veterans with dogs
nthe Uk, Yalari in Australia and Laus Deo Primary School in
South Africa

XL
A

# Financial Statements

TDRETR. NN, SR £

As an organisation we aim to De a col'aborative and trusted
nartner and we beveve that a culture of resoect for, and promation
of, human r.ghts s emseaded throughout our Jusiness and can
ne demonstrated Dy ous comimitment to etvcal conduct i
everything we do

PR

One of our governance inbiatwes was for 3ancock to launcn its
first global and Company-wide Shadow Executive Committee
inviting applications from non-executive employees from across
the business, in order to provide a varied perspective ta key
decision-making, by offering fresh 1deas and viewpoints on
strategic initiatrves as well as being an opportunity to expand
tne diversity of thought in our tusiness

We have launched a new Group Sustainability paiicy which
outlines the corparate strategy and governance for sustainability
across Babcock Croup and applies to all erployees. The potcy
was shared with the Corporate £SC Committee, taunched on the
Croup Sustainability cages and uptoaded to the Clebat Business
Management system

We ensuire that our vaie chain s effective and engage its sunnorr
to deliver cur £SG st-ategy. This year Procurement have adopted
a spend-based caiculation methodalogy for mapping our upstrezm
value chain emissions to provide a baseline for further developing
Babcock's carbon strategy

Our focus for FY24 is to...

Scale the development of Carpor Reduction Plans and
implement renewable energy Initiatives

Work to develop Babcock’s Clmate Transitian Plan in iine with
requirements of the Transition Plan Tasktforce

Work with our partners to investigate, assess and deliver Icwy
carbon opportunities

Broaden our inclusicn strategy and improve empioyee
engagement

Evaiuate and improve our procurement practices in alignment
with 15020400
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ESG strategy (continued)

Progress vs ESG commitments and targets

Commitment and targets _ Commentary o L e
Progress Plan Zero 40 and minimise the tmpact on the environment
P'ug:.e;_ﬁii-d:!_Ze\u:-fj T T We heve corlirued o develon and enifeice oui decaibo 1 'rsaLmTﬁ:'e;Jy 10 einure dehven y ot

our cashon reduchon targets. Duning 2022 we reduced our emissions Dy B.6%, and we have
reduced our absaturte foatonnt oy 12.9% against our adjusted aaseline, To date we have
delivered a vange of initiatives such as estate ranonalisation, energy efficiency imorovements,
awareress rasing and g, FV vehicle roll-out and energy management 1mo ovements

2rapditng wasté Management plans across ali We have identfied ‘significant’ sies based on fmﬂtiple selection critena associated with waste

significdnt sites oy 2024 Types and quantity generdted. We are working to develop waste mandgement plans acrass the
Slgnlﬁcam sites Dy 2024

Zero contralled wasre Lo landfill by 2025 We are wvestlgamg arange of mmatlves and working with ouwr partners to dentify
opportunities to reduce cur waste te landfill by 2025

Ehminate the use of avaidable single-use plastic Withir our developing waste management plans, we are working fo identify inihiatives anad

by 2027 map the transitior away from single use plastics by 2027
Prepare water maragement plans across all We have idertified significant’ sites across cur operations based o mulliple selectior critena
significant sites by 2024 associated wath lecation, water consumption and water extrachion{discharges. We are working

to cevelop water managerment plans acrcss the slgmﬁcam sites by 2024

Mamta.-mng and enhancmg b:odwe:se ecosystems

O"‘Clld C\GCNFMW a%sessmer*ts dcrcss ali We T‘ave :cenufxen 5 sites aciosy thF argarisation wh(\e our :rreracnor w»ﬁ' ar \G mphct foly

significant mires &y 2024 focal ecrsysterfs !“as bFEH Cn,n5|derec1 to poternally be s»gm.lcart and are werking to cenduct
Cicdho Ty 3t O dae o Thi sites Snd Grc on lisah o complate tha oy 2000

Deiver a 10% bioaversity increase across the Tre blodwersﬂy assessmerts wilk allow Babcock to understand our baseline, against which we

estate by 2030 car. develop the mitiatives and roacmaps to achieve our medium term opgective of 10+

- - ) biodiversily increase ac-oss our estate L o - o
TCFD metncs s and targets

f"ev(‘lc;. baselire ‘or scope ! ang 2 emuisions Dy E‘unmg Fy ”3 we developec fen Tathfinder carben reuction plans which cal,:ture F5%of

the erd 2023 Babcock's estate relates Scope 1and 2 emissions. We are now working to scale the carbon
reducton plam aLigss our remdmmg estate and asseﬁ by the er‘d of ZOZB

Submit stiarice tasec targets for Svape 3 Oy AP we Sub('.ltteG curintenm and Net Zero Larhur reducnm p(dﬂs fo the Science Basec

Apr-23 largets inthative (SBH] anc are Lufrentiy awawt\rg VeﬂnlCdl!Oﬂ of our p\dm

Complete an assessment of climate refated risk cf Dunng 2622 we conducted f'l(,h fievel risk asessTEnts across our ODE‘FEUOHS We are now worklr‘g ta
aif eritical Baccork nfresiructure by Dec-24 concuct detalled climate related nsk assessments acress cur cibical snfrastructure by the end aof 2024

Complere 2 review of climate-related chianges to Completed
werking conditions covering all empioyees whe are
exposed at geogrephical locations by Apn 2023

Chmate-related impacts to be consicerec in all Campleted
tustness bid [no bid decisions anc associated
contract negaotiations [KPis

100% of electricity for Baboock faailives tc be In 2022 epproxma@ly 32% of Babcock's eIELtrlcnty was from rerewztle ¢ cnergy sources,
saurced from rernewable supphes by 2“30 this 15 ar; Ireredse from 26% in 2021
f‘omp\efe ar assessment of all our cntical eorrp\e*ec

supphers’ chmate-relared rnisks and assowiated
Mpact oy Sept 2022

aatmg a people-centred busmess where everyone is included

30% women withir semior ‘eacer‘;tnp eams We have seen ar Jn“orovement of lemale reoresentanorv within our semor leadership team

by 2025 from 212 1o 23%.

30% female representanor at all levels by 203G Qur female popu\aﬂor‘ has recuced by ipt 16 18% this year due to divestments and natural
attr\tlon but we 'emam committed te reaching our gender balarce target

Set clear metncs for disabiiry and ethmicity fin We are CEsngnmg an Inclusion Roacmap which will help us to fur‘[her develop our appr@ach
acditicn to gender) to focus car effort, mezsure  on ethnicity and cisability

our perfermance ard progress and creste

accountatility across the Group

Reduce inegualives through a thorough review ¢f  We are taking a rarge of actions inclucing new policies and ways of working; refresheq

qur recruiiment practices and how we suppart recruitment processes and supporting leadership cevelopment pregrammes amongst others
piogression once in employment
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» Strategic report » Governance

Materiality assessment

» Financial Statements

Our Purpose: to create a safe and secure world, together

Ebvi:fonment

S

Biodiverstty and écdlogical impact

Cimbtechange
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In FY2 2 we based cur materiality assessment cn feedback from
employees and investors. For FY23 we have updated our assessment

In reration to these stakeholders and aisc expanded our assessment

to include the views of some of our key customers and suppliers.
This process ensures we are addressing and managing the matena!
issues that matter most to our stakehotders vta our Croup
sustainabelity strategy.

Foiiowing this year's strategic ciimate nsk assessment, the
txecutive Committee has categansed Climate as a principal risk
see page 101.

For customers we captured topics that were most commonly rassed

In key customer meetings and views from customer engagement
surveys. The top three material topics ated by custemers were:

= Climate change: We are facing a glctal climate crisis and we
need 1o work collaboratively with cur customers te play our part
in averting this

» Employee inclusicn and increased diversity: We need to piay our
part in supporting ievelling up by ‘nvesting and supporting
employment in the most deprived areas. We aiso need to help
tackle economic inequality and improve equality of opportunity.
We need jointly recognised definitions, measures and metrics in
place and data to drive action and decision

« Covernance, accountability and cuiture: To achieve our
sustainability ambitions we need to be true tc our purpose,
culture and strategy demanstrating the benefits from the new
operating model and fully integrate £5C in the business

To capture views of the topics of most concern te our suppliers,
we captured views from our key suppliers. The top three matenal
topics they cited were:

« Health safety and welloeing: High health and safety standards are

a fundamental condition and responsibility we must meet te
protect the wellbeing of ait who interact with Babcock and
ensure everyone gets home safely every day

» Climate change: We are facing a global ciimate crisis which has
the potential tc cause catastrophic impacts. We understand the
risks posed by climate change and are committed to piay our
part in addressing the glabal crisis

Babceck International Greup PLC | Arcug! Repoii g o F rancal Statements 7023

Social

Community engagement
Health, safety and welibeing
Talent and development
Local economic contribution

Employee inclusion and diversity

« Collaboration: Collaboration is required to achieve a shared goai,
foster ‘nnovation and create iast'ng relationships for sustainable
long-term busingss success

£rOM NYESTOr ENGAgEMENT, TNe FolOWHIQ TITEE LODILS wWere
highlhghted as being of most interest in relation ta £SG:

» Governance, accountability and cuiture: These are key ta
cptirrise aperaticnal performance and fully integrate FSG n
the business to achieve our sustainatility ambitions

« Employee nclusion and increased diversity: By accessing the broad
range of talent and experiences within our workforce, we will
acnieve greater empicyee satisfaction and improved delivery for
our customers

« Talent and development: Babcock requires skilled emplayees.
Our workforce 1s ageing and there 1s concern that we could
struggle to deliver planned growth or take advantage of
emerging oppeortunities. We are creating an employment
structure that supports deveiopment and progress:on
opportunities across the Group

This yeer's Group-wide ermployee survey indicated that views of
employees have not changed markediy fram iast year.

» Climate action: We are facing a glcbal climate crisis and our
peopte recognise we need to play our part in averting this

* ifealth and safety: Qur employees recognise we must pratect
the wellbeing of alt whe interact with Babcock

» Waste: Qur employees believe we need to reduce the amount

of waste generated, be more efficient and adopt circular
eccnomy prnciples

We have ensured that action plans are in place to address the
sustainability-related issues highlighted and we plan to include
more detatled questions on sustainability in forthcoming surveys.
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ESG strategy (continued)

ESG and our shareholders

Oye- the year we have prageressed our E5G strategy a1d eTsured
ITOGTEss DN Our Cornorate commitments wh'e ﬁ:r'r'\erﬂg oL
disciosure on key stistaiability interests in iine with best practice
and regulaton. Tnis year we have cont:ued 1o develop our
anproach o 550 reporting and enhanced the ieve. OF ransparency
aroviding further ns:ght into a range of economic, sociai and
environmental impacts.

In April 2023, we submitted our intedm Net Zero carbon reduction
plans to SBT and we conducted a strategic climate-related risk
assessment for our five-year planning process. We're also continuing
tointegrate environmental sustainability inte programme design to
optimise resources. Qur emissions target is also linked to our KPIs
and remuneration. Read more on page 133.

The health, safety and wellbeing of our employees, customers and
the comrmunity comes frst. The independent report carred out by
Oxford Economics shows now we have made a positive difference
ta the commurnities in which we operate by prometing sustained,
metusive and quality jobs. Senior management diversity has alsce
now been added to remuneration targets. See pages 131 to 133,

Covernance starts at the top. We have continued o support the
Company's turnaraund Dy making improvements 1o the governange
of the Group at Board ievel, which is covered in our Chas's report
{page 106) and our Audit Committee Chair's report {page 124).
Our appreach te 1sk management is discussed on page 87.

Defence and nuclear

Following the completion of the portfolio aignment programme,
the Graup today s over two thirds defence focused. We recognise
that our business is therefcre of InCreasing relevance 1o Investors
investigating through an ESC lens: most notabiy that we operate in
defence and civit nuclear markets. We have a critical role 1n global
defence and national security with operaticns in UK, Austrahia,
New Zealanc, Canada, and France. We aiso design and manufacture
equipment and systems tor several other nations including the US
and South Korea. As globat instapility and political turmoil increases,
we suppcrt the view that democracies need to be able to defend
themselves from aggressors to ensure democracy.

Nucear deterrenss and nuc’ear power are hots crucia' to our
cistomers and a demmocrartically electerd mandare. 3abcoci has
been supsorting the UK's commutment to tne Carttinuous AL Sea
Deserient for aver 30 years, white also delivering compiex and
critical vl quclear through-life engineering. We will continue to
suopot our customers, both with ther defence agenda and their
commutment to generate low-emission power from puciear enargy.

Certain ESG agencies and investment funds have identified internal
screening policies te minirmise their partfolio’s exposure to
controversial weapons activities, To enable comphance with their
requirements, we disclose key ESG metrics to measure our exposure
to these activities as percentage of revenue.

Below we describe our involvement in these areas. As we have
concluded our portfolio alignment programme, we compare our
expostire against FY 23 revenue excluding dvested ousinesses (pro
forma) to provide a fairer, ongoing baseline.

« We da nat design, manufacture, or sel nucedr weapens o
controversiai weapons or their components.

« We delver support, decommissioning and infrastructure projects
for our Atomic Weapons Establisnment customer in suppot of
thewr programrres, representing 0.4% of FYZ3 oro forma revenue.

» We provide 'n-service and througn-ife support for the UK Royal
Navy's ballistic nuclear submarines (SSBNs), the Continuous At
Sea Deterrent. Submarine support s part of cur wider FMSP
contract to deliver all dockside and fleet tme support, base
maintenance and deep maintenance penads for both classes of
non-nuclear armed (SSN) and SSBN submarines, including naval
pase management. We estimate the split of SSBN reiated support
work tc be around 2% of FYZ23 pro forma revenue.

« We design and manufacture the nan-nuclear weapons handling
systemns for the future Dreadncught Class SSBNs and manufacture
the missiie tube assemphies for tne Joint US| LK common missile
compartment for integration into the future US and UK SSBNs,
This work represents less than ¢.2% of FY23 pro forma revenue,

« Nuclear power provides a rellable source of low-carbon electricity
and is a critical compenent of countries’ naticnal energy strategies
as they move towards net zero carbon. Our civil nuclear business
is voived i new build, puwer generation supporl, Tuel oule
r anage» nent and decommissioring. This work represents around

% of FY23 pro forma revenue.

We continue to develop our approach to £SG reporting and work proact’vely with ratings agencies to enhance, where possible, the levei
of ransparency and provide further insight nto a range of ecanomic, social and governance topics.

E5G disclosure and external ratings

(RI{SASB coveraqe

Reportwhg with reference (] cal Standarc!s 2021 and SASB Stanoards for the penod Auﬂ 2022 toMarch

_2023. See exterrel website or further detalls

TCFE CIS-CiOSU.:E v
usting Rule LR9.8.6R
DISl Score F‘Y22

FTSE Rusself
MSC Rating ESG ra‘nrg 5 AN line wwth'pr\or year
\§S_-R-’atmé; FSC rating is C in line with prior ;,'éar

We are now compliant with 8 of the 1 ; TCFD di sc'cau:e recuqrerrer'*s Wr*h timited G:sc‘om o5 c '\fle ‘CS,,
and Targets A and | B. For further details see TCFD section, page 67-73
Completed Dist submmsnon in Decermnber 2022 ang achieved score of 47, 7, which was 1 pomt Iower tham lasty year

Subm\tted in February 2023 and achieved E5C ranrg of 3. O in line with pnar year
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Environment

u Reducing emissions and setting science-based targets to get to Net Zero

Af Babcock we understand our “esponsipintias to tne environment, We have set ambitious targets and are tawing action to “educe our
mpacts. Since the launch of Plan Zero 40 10 2021, we have committed s'gnificant resources to address our environmental risks and uniock
opportunities, and we are working o influence our wider value chamn. Over the Dast year we have made sigiificdnt progress 09 aur jouingy,
Tne following are a few of our hignlights:

« Submission of Intenm and Net Zero carbon reduction targets to the Science Based Targets initiat've (SBT.)

= Cained accreditation to the Carbon Trust’s new Route to Net Zero Standard - Taking Action

= Prepared detailed Carbon Reduction Plans across ten pathfinder sites and commenced the roii out across remaining global operations

« Deve:opment of low-carbon product and service capabitities

* Supported our custorrers on their journeys to Net Zero

« Launched Group-wide environmentat minimum standards

Babcock Group energy consumption and emissions

i [HTI Tec 2t Lec 2t cec i
UK o - . 7
scope 1o Direct emussions from ownedfcontrolled operations tCO e 37.847 249378 38,804 27611
Scope 2: Indirect emissions frorm the use of electricity ana steam tCO e 58,445 46,458 43.818 42.448
Scope 3 Emi_;sio;wﬂs - D_ﬁs;né--ss travel, electric transmissicn 7 h -
and distribution tCO e 11,231 5,484 5,806 5,754
Total emissicns tCOe 107,522 81,258 88,428 75,813
uUnderlying energy consumption used to calculate emissions kWh 422 144618 351,936,201 396,229,990 343,074,206
Global {excluding EK) o ) S ; 7 o
Scope 1: Direct ermussions from ownedjcontrolled operanions woe 191357 103,416 - 102.748 99,556
Scope 2t Incirect ermissions fror the use of electncity and steam o e 6,364 4,724 4,747 3,668
Scope 3: Emls;ionsiibu'rswjnessrtravei, electnic transmission co i o
and distribution 1CO e 351 168 126 126
Total emissions tCO.e 98,072 108,307 107,622 103,348
Underlying energy consumption used to calculate emissions kwh 383,872,012 433,823,941 429,298,199 408,269,655
Babcock Group téf:li (_I.IK g@_ global) 7_- j _ i 7:7 o - )
Scope 1: Direct emissions from owned| contiolied operations tCoe 129,203 132,732 141,554 127,167
Scepe 2: Ingirect emissions from the use of efi&trigiﬁty and steam Woe 64,808 51,182 48,565 46,114
Scope 3: Emissions — business traved, electric transmission ' -
and distribution tCO e 11.582 5,652 5,832 5,880
Total emissions tCoe 205,594 189,566 196,050 179,161
Underlying energy consumption used to calculate emissions kWh 806,016,629 785,760,142 825,528,188 751,343,861
Underlying energy consumption Gl 2,901,660 2,828,737 2,971,901 2,704,838
Revenue (adjusted in line with emissions baseline}” £Em 4,042.5 3.842.7 3,867.8 4,438.6
tCOe/E1m
Intensity ratio™” Revenue 50.9 49.3 50.7 40.4
Our emiss ons data s "eported i 'ine with the Greenrause Cas {GHG) Protoco! Corporate Accounting and Reoort ng Standard under the "Operationa! Control’ approach.

Our repartnig is in ine weth the requicements of the Streamiised Energy and Caroon Reporting (SECR) "equirements. The repert.rg peniod for our energy consempticn
and carbon eussons 15 the calendas year (C1 January to 31 December}. F-qures for UK aperations fo 'ow conversion factors publ'shed by BEIS. Non-UK operations utilise
emissicn factors applicable to the fuel source and locaticr, Appiopriate conversion factors nave been used to calcu ate the underyng energy consumpt on figures,
Scope 1, 2 and 2 scurces Fave peen divided oy the annua ~evenue 1o trovide the ntensity ratic (YCC.e per Em). Recent arganisational changes have cumulatively
exceeded cur materiarty thresho'd (5% emiss.on: vaance} and decordingy we have assessed ana revised our carhon basenne. Ermissions data for prior years have been
adjusteq 1 -ine with tne organsationa chenges and to nciude dati unavailssle ast yedr. Ermission Fgures for this year inciude an elerment of estimated data dod certa
data, esbmated to De immateria ta the Group's ermessions, has been griitted as t has nct been practical to obtain {including operations in Oman, South Korea and USA].
Metering and mon'terng improvements are beng implemented ta capture tese data strearms. Duning the reperting period a range of inhiatives and activities resulted
ayear-an-year reduction in carban emassians, rcluding estate raticnalisation, strategic divestmerts, ‘low-hanging huit’ energy conservation measures, reduced use of
viese!, reduced aviation operations and Improvermients to ou: energy rmasagement practices. We do not have the data matunty to repert quantitative reductions
generatea through energy efficiency measures for the current or previous years. We ate progressing weli on our journey to Net Zero and aim to accelerate our carbon
reduction pver the coming years. * The revenue figures deta led are for the corresponding fiscal year and nave peen adwsted so as to al'gn with the adjusted emissions
base me. ** The Inte s ty Ratio 5 based on the adjusied emissions oaseine and the adjusted evenue.
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ESG strategy (continued}

Plan Zero 40 pathway and
implementation plan

Plan Zero 40

In 2021 we iauncred our decasbonisation strategy. Plan Zero 40,
where we committed to detivering Net Z&ro acioss our own
operatons (Scope 1 and 2) by 2040 and the delivey of 3 2030
Science 3ased Tasget in ine with a 1.5-degree oathway.

Durrg FY23. we have cortinued to Suild upon the arogress made
M FY22 and progressed on our journey to Net Zero. in April 2023
we submitted our Interim and Net Zero carbon reduction targets
to the Science Based Targets initiative {SBTI) and are curentty
awaiting verification of our plans.

Under Pian Zero 40 we have segmented our invest:gations and
delivery of decarbonisation initiatives into four strands: Estate and
Assets, Transport, Products and Services, and Value Chain.

Estate and assets

Babicack’s estare s vast and complex, and we operate in a vardety of
regions acrcss the globe, which means we do not have a one-size-
fits-all appreach to decarbenisat on. To address the complexity and
variance, we have opted for a comprehensive approach and are
warking to prepare specific Carbon Reduction Plans across alt our
gloca. operations. Within the Carbon Reduction Plans we are firstiy
ensusing there is an accurate and complete GHG inventory, secondly
conducting hotspot analysis, desktop assessrtents and site energy
audits, befcre finally preparng a techno-econamic anatysis which
madels andl analyses the economic and carbon performance of a
range of ‘ow carbon techno-ogies {scar PY panels, wind turbines,
graund source heat pump, distaict heating etc} sa as to assess the
maost effective patnway to deliver et Zero.

The plans are supported by robust business cases and are developed
in ‘ine with our estaie strategles and business plans to ensure fud!
atignrrent and integration into our business as usual. During FY23,
we developed ten ‘Pathfinder’ Carbon Reduction Plans, which
captures ¢.75% of Babcock's estate related Scope 1 and 2 emissions.

Whilst rescurce intensive, this comprehensive approach s giving

us great ‘nsight and affowing us to understand true cost and irmpact
of Net Zero on our estate and assets, which enables us to effectively
plan our journey tc Net Zerc. We are on track to meet qur
commitment to have developed Carbon Reduction Plans across

cur operations by 2024.

Over the past year we have continued investigations to unlack
renewable energy generation opportunities across the estate.

We currenty have severa renewable energy projects witn cumutative
instal‘ed capacity 'n excess of 25MW which are progressing througn
the stages of development. AT a ,0Cal level, we are assessing our
energy performance as part of our planned maintenance and
specifying ‘ow carbon products into asset life cycle replacements.
We remain committed tc delivering high-quality development within
our construction and refurbishment programmes. Cur development
at Bristol Technology Centre recently reached practical completion
and achieved a BREEAM excellent rating.
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Transport

Decarbonisat-on of our fransport, as detailed within our developing
Sustainabie Transport Strategy, 1s being addressed under four pillars:
fleet, Dusness travel, employee com™utng and transdottat.on and
distrioution (upstzeam and downstreamy). Under Plan Zero 40 we
have comrritted to transition to 100% ultta Low Emission Vehicles oy
2030, and we are progressing we!l towards this target, roughy 15%
of our fleet are ULZV and the majority of our new vehicie orders are
ULEY. In June 2022, we announced the launch of 3adcock’s EV
Saiary Sac-ifice scherne, wnich has neen positively received with
large interest and uptake from across our workforce. Over the coming
year we are working to deveiop Workplace Travel Plans across key
sites and reviewing business travel to unlock and promote sustainable
travel options for our employees and visitors. We are also working
with our partners to reduce our logistics emissions.

Products and services

We have been working to unlock the low carbon opportunigies
presented by the ow carbon economy and aIm, to become a leade”
in low carbon enablernent. In creating a sate and secure world,

we strive {o SupLert our custemers oh their journeys 16 Net Zero
and nave been working with a varety cf custamers across our
operations to 1dentify decarponisation opportunities. Recently

we supported several customers to seek funding from the LK
Government’s Low Carbon Skills Fund. Our Training and Technology
and Inneowvation teams are ‘nvest'gating a range of innovarnve jow
carbon opporturnities, and we are work'ing to ensure we have the
right capabitities to detver. Over the last 12 months, we have alse
been working to develep our own climate e-trgining package,
Curious about Chimate, which will support to raise awareness of
climate-related nisks and oppertunsties,

Utitising a hybrid spend and revenue-based approach, we have
cor-menced work to catcu.ate our S5cope 3 downstream foatpririt,
Based on the work to date, we understand that emissions from Use
of Sold Products, Categary 11 is ane of the largest contributors to
our footprint. Due to the early stages of our investigations and the
limitations to the methodotogy utilised, we have not reperted our
full Scope 3 footprint within our annual figures whilst we refine

the calcuianon methodaology, We recognise the impertance of

the Scope 3 footprint or. our own footprint, but also that of

OUr custcmers.

To reduce the impacts of aur Products and Services, across our
operations we are working to embed low carbon principles into
the design, planning and operational delivery of our products and
services with the use of Life Cycle Assessment toois and Circular
Economy principles. Over the coming 18 montns we have
commitred to conducting detailed carbon assessments of our
products and services and deveioping Net Zero roadmaps.
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Our Net Zero journey

202

Strategy

2024

Al e
missions

Value chain

We understand our responsibility to Jead by exampie, to encourage
and ‘nfluence the supply chain te transition to the low carbon
economy. Babcock has a strong sustainable procurement pelicy to
underpin and ensure we deliver our cperations in a sustainaple
manner. Ltilising the Enviranmentally Extended Input Output (EEIO)
approach, we are working to cawculate our Scope 3 upstream
emiss.ons. We recognise the limitations of the EEIG annroach, and
we are workng coilaboratively with our partners and participat'ng
in 3 range of industry working groups to mature the apmodch Lo
emission calcutations. Gur teams continne to work with our partners
to nvestigate, assess and deliver low carbon oppcrtunities, sucn as
cur recent transition ta Hydrotreated Vegetable Qil (HVO) fuel.

[l [E]
[w] 5%

Climate management instruments / . b
We acknowledge that the detivery of our Net Zero targets will be Tree P ant’ng at Wem ury

challenging and requires immediate action. To support, influence Barton Farm
ang encourage the delivery of our ambitious targets, we are working
to mnvestigate and implement a range of c'imate management
instruments. Executive Remuneration linked to the carban
performance of the organisation, and Internal Carbon Pricing are
two Instruments being reviewed for smplementation in FY24.
Alongside this, the performance of our Sectors and Direct Reporting
Countries (DRCs) are being assessed against a range of non-financial
metrics and targets.

Further information

Find out more about cur Net Ferc
jcutney by scanrung this QR code

A tearn from Devonport's safety engineering group used
their volunteering day to plant trees at Wembury Barton
Farm. The new woodland will be part of the Plyrmouth and
South Devon Community Forest where there wilf be a mix
of native species planted, including sessile oak, fruit trees,
and hazel.

Priorities for the year ahead

For the year ahead we will be building cn the existing processes,
procedures and programmes established to deliver Plan Zerc 40.
We have also commenced work to develop Babcock’s Climate
Transition Pfan in hine with requirements of the Transition Plan
Taskforce, which we aim to prepare aver the coming18 months.
We will also continue to scale the development of Carbon
Reduction Plans and implermnent renewable energy initiatives.
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ESG strategy (continued)

3 integrating environmental sustainability into programme design

Natural environment

Throughout our global operations we inte-act with a range of compiex
natural ecosystems. Maintaining and enhancing the biodiversity of
these ecosystems is a priority as we strive te protect and enbance
e environment and adapt to the impacts of Cimate Cnange.
Over the Dast year we invested significant eforts to further our
undesstanding of cur nature-related impacts, risks and ooportunities.
We have identified fifteen sites across the organisation wnere our
interaction with and impact on local ecosystems has been considered
to be potentially significant. We are now working tc conduct
biodiversity assessments across all these sites and are on track to
complete this work by the end of 2023. The bio-diversity assessments
will allow Babcock to understand our baseline, against which we
can develop the intiatives and roadmaps to achieve our medium-
tarm objective of 10% bjodiversity increase across our estate,

Cur approach 1s establishing a solid foundation for our broader
~atural environment programme which wilt be taunched over 2024

Babcock has alsc become a member of the UK Business and
Biodiversity Forum and we are working 1o explore new legislative
requirements emerging from COP1S to disclose nature-retated risks

Ao TP eb e ey ‘i—]c vinth A ‘r‘jewnrfe A NaE o ra rababad Cipameial
and 'mpacts, in ling with the Taskforce on Mature molated Sircne'
Disclasures (TNFD). Over the coming year we are working to
conduct a pilot TNFD assessment, setting the pathway for

integration of nature considergtions in our business as usual.

Taking action on our commitments

Consumption of materiats and resources is a significant contributor
to Babcock’s environmental footprint and we understand our
responsibility to minimise the impacts of cur operations. Last year
we announced a range of additional commitrments {gver and abave
these stated within Plan Zera 40 and our TCFD disclosures):

« Prepare Carbon Redyction Plans across ail operations by 2024

~ Prepare Water Management Plans across all significant sites
by 2024

« Prepare Waste Management Plans across all significant sites
by 2024

» Conduct bicdiversity assessments across all sigrificant sites
by 2024

s All cperations to be captured within an Environmentai
Management System by 2024

» Zero contrelled waste to landfill by 2025

= Fliminate the use of avoidable single-use plastics by 2027

« Deiiver 10% biodiversity ncrease acrass the estate by 2030

In e with our Top-down, Bottom-up’ approach, our Sectors and
ORCs have dentified significant sites and are working hard to
develop ‘Bottom-up’ pians and programmes to deliver on our
commitments. Significant sites have been identitied based an area,
consumiption and emissicns. Whitst there 1s a significant amount of
wark still ta do, we are an track to meet aur commitrrents.

Following a detailed review of Babcock's position and performance
refating to environmental protection. during 2022 we deveioped
and 1aunched an enhanced suite of Croup-wide Snvironmental
Minimum Standards. Tne new minimum standards will further
ensure the impacts of cur operations are minimised and the highest
standards of environmental protection are upheid.

Data management

Data is a key enabier to our environmental strategy and is used
across the organisation to inform our decisiens, Whilst access to
accurate and complete data is still considered one of our key
challenges, over the past 12 months we have continued to improve
our data sets. We have conducted a review of our operating
procedures and governance structures and are working to implement
arange of improvements. We have enhanced cur capacity and
capability with our dedicated team of data specialists, who have
implemented ngerous internal audit processes, and we have
matured our nvestigations into the development of our Group-
wide Environmental Data Management System, which we airn 1o
implement throughout 202 3. We have develcped a clear data
improvement rogdmap which will ensure compliance with the

inoenacing regulatony seporting requirersants,

Awareness raising and engagement

We understand the importance of awareness raising and engagement
in empedding sustainability (nto our culture and 'business as usuat’
As part cf our engagerment and communications strategy, every
year we deliver a number of environmental cammpaigns to raise
awareness and engage with our workforce and wider value chain.
During lune 2022. we held 'Environmental Action Month', where
iocal environimental working groups from across the arganisation
coordinated environmental engagement and volunteering activities
within ther regions, such as beach hitter picks, river cleans by kayaks,
tree planting and environmental coffee mornings. Continuing fram
our COP26 campaign, in October 2022, supported by public figure
climate change gdvocates and industry experts, we deliveied a
successful COP27 engagement campaign. Over the coming year
we are plarning to continye the great work with further campaigns,
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» Strategic report

Task Force on Climate-related Financial
Disclosures

2 Ing 07 AST yeAr's (HANTATVE ASSESSTENT, we NAave DeeT woking
rowaids fuli disclosure o the Task Force an Climarte-re ated Financ-ai
Disciosures (TCTD) requirements, as ner Listing Rute . R9.8.67.

We are now cansistent with 9 of the 11 TOFD requirements, with
hiited disciosures on Metocs and Targets A and 3 having Dot yet
ser an internal ca~son price, nor fully embedded cross-industry
c:nare-related metrc categornies \to oL’ ta-gets, nof reported our
fut scone 3 emissions across the fult vame chan due t¢ the early
stages of our mvestigations and the limitations to the methodology
utihised. Over the coming {8 months we have committed to
conducting detailed carbon assessments of our products and
services and developing Net Zera rcadmaps.

Last year, we set governance with respect to chmate change,
integrated risk management and scenario planning ‘n our strategic
planning cycles and had set some nitial targets. This year, we
conducted a strategic ctimate-related risk assessment ro assess

the finarcial impact of the key sk themes on the arganisation’s
business strategy and financial planning. In tine witn TCFD
recommendations, we have made the foliowing disc'osures:

« Movernance (:ail rernmmendan d»crlnm\rac)

= Strategy {all recommended disciosures)

+ Risk management {all recommended disclosures)

« Aetrics and targets {'imited disclosures for A and B)

We are comritted to achieving et Zero and our Plan Zere 40 and
climate strategy workstreams are aligned. We intend (o develop
one holistic transition plan, which includes Plan Zero 40
workstreams and climate-related nisks in ine with final
recommendations of the Transition Plan Taskforce.

For further details see FY24 prionity table, pages 72-73. Additional
climate-retated disclosures can be found 1 the Risk Management
101 and Covernance sections 133,

Governance

Board oversight of climate-related risks and
oppartunities

Qur Board ensures oversight on climate-related 1ssues and discusses
Croup-wide ESG matters as an integral part of Board strategic
discussions. In Fy23, the Board requested two progress reviews on
Group-led sustainability workstreams including implementation of
Plan Zero 40 and TCFD through updates from the Croup Director
of Sustainability and the Group Head of Environment.

At the September 2022 and february 2023 Board meetings,

the Board noted the progress vs ebjectives, including baselining,
deveiopment of Pathfinder carbon reduction plans, indicative
capital profile to deliver Net Zero target, and noted that carben
reduction plans need to be strategically integrated into business
plans. They also noted the intention to submit carbon reduction
targets to the Science Based Targets Initiative {SBTi), insights from
the ciimate-related risk assessment and the plan to develop a climate
transition plan in line with the TPT recommendations. The Board
also discussed plans to set £SG targets relating to emissions reduction
through the remuneration committee as part of the FY24 long-term
mcentive pian,

See page 110 for further details on our governance framework.

» Financial Statements

Management’s role in assessing and managing
climate-related risks and opportunities

The executive with resnonsibiity for TCED reparting s the Chief
Caorporate Affai-s Officer. TCSD workstreams are championed by
the Croup Director of Sustainabuity and actiities are overseen Dy
the Corporate ZSG Committee, whnch meets guatery and inciudes
representatves from the Fxecutwve Commitiee.

Progress o TCTD acTvities was reported to fis Committee
guarterly. and any act'ons;actties required to further climate-
related fisk management activities were agreed py tne Committee.

Executive Committee members who are members of the Corporate
ESC Committee are indicated on page 110.

Climate-related risks and opportunities have been reported to the
Executive Committee on a six-monthiy basis. Our newly formed
Risk Committee, which sits as a direct management committee
into vur Croup Executive, will provide executive leadership and
oversight of the Grouo's risk management fFamework, which
includes chimate-related risks under the categonsation of Princ:pa:
Risk and Uncertainty.

In September 2022, the Chief Financial Officer agreed to anooint
KPR to undeoriake guantficd coonars onslynos to mode! mipacu
ta pnysical and transition risks and help inform our strategic drrection
and financial iImpacts. inform st ategy and pianning decisions.

The core project tean was fed by the Group Director of Sustanability,
supnarted hy fae Conup Head of Fnvironment, Group Head ol
Reporting & Financial Control and inciuded sector and regional
cenzacts who had the semority and authority and best understcod
the risks within their respective sectors and regions.

Intervews with sector and reqicnal contacts were a key input to
the scenario analysis and provided the wider business context
bemnd :dentified risks and opportunities.

A Steering Group was set up, which included the Chief Financiat
Officer and Director of Group Finance, to ensure governance and
oversight of the engagement.

The Group hrector of Sustainability and KPMG reported the insights
fromn the climate-related risk assessent with secter and regional
Financial Directors and presented to both the December 2622
Executive Committee and the February 2023 Board.

Plan Zero 40 s led by tne Group Head of Environment, with sectors
and req:ons accountaole for developing their bottom-up carben
reduction plans.

For further detaiis on decarbonisation, see page 63.
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E3C strategy {continued)

Strategy

Bunding on aur cimate-related rsk manage ment nrocess em

iast year, which cons.dered the folfowing tme nonzons: short
(present to 2030}, medium (2030 <o 2040), and 'ongterm
nonzons (2040 to 2100). sectors and "eqions considered the
nsight and recomimendatians from tne <PMC climare-reiated 1isk
assessment repo™ and identified the immediate actons required

in ther fivesyear strategic pians 70 3UOPOt Corporate Commitiments
inciuding Net Zers, w'de” envirponmentat targets, and to add-ess
key climate--elazed risks and opporunities.

Approach to scenario analysis

Advancing our climate maturity, we have undertaken guantified
scenano analysis of our shortlisted climate-related risks and
opportumties to assess our organisaticnal resilience. Two potenoal
future climate scenarios were selected which use econormic constraints
associated with the international Panel an Chmate Change’s (IPCC)
Shared Socipeconomic Pathway 2 (5SP2) middie of the road
sceraro: a Pars-aligned 1.5°C for the best-case scenario and a
business-as-usuai 4°C scenanao for the baseline scenario. These aign
with TCFD recom mendations.

The baseline scenanc considers now the global econcmy could
UGN 18 alsmiie vl ey winoale pulivies vl yavid bhose i lace
today. The 1.5°C counte~actuar simulates a potentia: future
pathway of the world economy assuming a successful introduction
of climate policies. The 4°C haseine, utinsed and agreed by climete
rmodeing experts within the LN WPCC Change, assumes the
scenaric 10 which na furthe:ntervention on chmate change is
taken, leading 1o a globarmean temperature nse of 4°C above
pre-industnal levels by 2100.

A desktop dnalysis of physical risk exposure considerng asset
wcaton, insured value, machinery and contents, and stock was
undertaken for 15 key sites.

These s.tes represent centres of operations, significant revenues,
large asset values, and wide coverage of geographies inwhich we
cperate, therefore capturing physcal nisk across the Group.

Physical risk was assessed against eight climate hazards, Acute
physical risks were considered, which are event-driven, inciuding
increased frequency and severity of extreme weather events:

« Riverne flocding

« Forest fire

+ Extreme wind

Soil supsidence

+ Surface water flooding

» Freeze thaw

Twe chronic physical nsks were also considered which refer 1o

‘anger-terr shufts in ctimare patterns: extreme hear and coastai
nundation.

Babcock operates assets with long Ife; therefore, we consider
long-termm nisks up to 2100
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We nave undetaken quantified scenano anawsis of our shorlisted
cimate-retated risks and ooportunities to assess our organisational
resiiience. Based on the results of this initial analys's, the impact of
chimate change on “he Group's financial performance and position
is 7ot expected to be materal, afte” considerng the potential sk
management and mt.gation strategies availasie fo the Graup.

AD econom:C analysis was used to assess transition isks.

Tre global economic model anaiysed the potential caroon
emissions of economic activit es and the consequential imoact
01 macroeconomics of constraining tnese emissions, In order

to achieve the rarget glcbat-mear: temperature at 2100.

The economic model disaggregated these economic

considel aticns to a market level, producing price and volume
IMPacts on commodities and sectors across the giobal economy,
aganst which our suppiy chain cost structure was assessed.

The model achieves the scenana’s emissions constraints througn
carbon pricing. Trajectories for GDP of countries, output ot industry
sectors and glahal carbon ntensity of industry sectors are used as
Inputs to the modet among otners.

For further details see the scenaric tabte on page 7 1.

Risks

Therek-party analyws has ca:cufated the potent al revenue and business
interruption impact of shortisted 71sks up to 2050 and critically
igent:f ed the shom-ter™ (<5 years) and leng-term (S yea-s+)
actions that shauld be taken now and in the future by our business.
These have been considered in cur five-year strategic planning.

In last year's repart, we had identfied dockyard distuption due to
coastal flooding as the most significant risk. This year's quantification
anawysis suggested that coastal imundation caud stid pose a risk
after 2050 due to sea 'evel rise being a lagging impact of cimate
change, fiowever with respect to fost revenue and asset value,

the risk of dockyard disruption has been assessed as iess .ikely than
expected, Sitespecific physical sk assessments are now taking
place to consider [ocat characteristics and to verify this finding,
The impact of future possibie risk sceraros refated t¢ climate for
20320 and 2040 15 also being factoring into periodic reviews at
Cevonport and is informing the design work of major infrastructure
projects at our sites.

This year, we have :dentified a nsk to Bristel Ashton Vale site

i the 4°C scenang due to ity location on a flaad plain.

Qur Environmertal, Health and Safety leads at Ashtcn have
arranged far this nsk to be considered witmn future business
continuity planning. For three additional sites based outside the
UK, we have identified extremie heat and forest fire as the key risks.
For all of tnese sites, Croup Occupational Health has completed
orefliminary assessments of the mitigations which are in place to
manage these potential scenarios.

For transition nsk, the mest significant is iabour cost, which 1§
expected to nse under both scenarios, but sigmficantly in the 1.5°C
scenario, However, this is likely to materiaiise in the medium and
lang term and affect UK operations the most. We also recognise the
need to keep pace with decarbonisation reiated technologica!
change as § measure to mitigate risk. Detads of ail cimate-related
physical and transition risks, preximity, impact, and control
measures introduced can be seen in the table on page 72-73.
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Climate mitigation strategies

Plan Zero 40 15 our chief mit-gation mecnanism 1o Co™bat transit:on
55, WHICT 's ighest in countries with 3 strong Ner 7era pokcy,
such as the LK for further detas's of carbon emissions "eporting
and mitigations, see the Fovinamen® <erton on pane 63,

Opportunities

We also recognise there wiil be oooortunities in tne transition
rowards a greener economy. Through our Liquid Cas =gquipment
(LGE) business, we aim to coatinue o develob our ecorGSSFLEXR
ammaonia fuei gas supply system with ar aim of bringing ths to
market In Y23/ 24. LCE also see an increasing demand for the bulk
marine transportation of hydrogen, in the form of armmonia (rathe
than pure liquid hydrogen) and are supporting severa! opportunities
for dedicated ammonia-carrying ships based on existing technologies.
LGE continues to see a growing demand for the capture, transportation,
and storage of CO from curent erritters and are waorking closely
with several project developers, shipyards and shipowners to
develop the end-to-end solution for liquefied CO car-ers.

The quantitative results suggest that Liouid Natural Cas (NG}
dermand could -ise 'n @ 4°C scenaric, presenting an ooportunity i
the waorld does not rapidly transiticn. But inthe 1.5°C scenaric with
AN INCTRASING impn(? of carnan artces TR demanad eoviia fall
Through expanding our LGE business to handle other iquefied gasses.
we gre increasing cur resilience aganst potential falling LNG demang
Conversely, dermand for owi! nuclear services couid fall int1e 4°C
scenar o ‘i favour of cheaper fossi! fuels, whereas demand could
increase in the 1.5°C scenano as nuclear becomes attractive aver
competing energy sources that are carbon taxed. We expect revenue
for our civil nuctear services ta nitally fall in the 1.5°C, due to the
decommuissianing of existing UK fleet, before increasing again with
renewed nuclear power demand and the opportunity for growth.

Witrn Marine, we have commenced pianming consultations for
installaticn cf renewabie energy at Resyth. The init.al phase s
expected to be operational in FY25.

We are continumng to develcp Manne R&D programimes to capitalise
on potential new markets, especially green propuision. Focused on
Fuel Celt — Battery Hybrid-Ship, we are prioritising challenges 1n
hydrogen production and supply veiumes and safe integration and
storage on-beard. We have undertaken virtual fuel cell testing 1o
icentify the most effective power-energy management profile for
storage solution and have also undertaken physical fuel cell testing,
evaluating the technology under a range cf conditions. Cther R&D
projects include electrical systems, catalytic reduction systerms,
waste heat recovery, energy management systerns, alternative or dual
fuels, and others. We are an active member of MarRk-UK and benefit
from Innovate UK and other funding sources.

In tand's PHOENIX It contract, we manage n excess of 15,000
White FHeet vehicles and worked with the custemer to deliver the
UK Covernment's 2022 'Road to Zero' target that requires 25% of
the M1 Classified Fleet {predominantly cars) to be ULEV. In parallel
wilh the procuiement of o 400 ULEVS, we developed & model
which utilises telematics data tc assist the McD in :dentifying
suitable locations and required quantities for the ULEVS.

» Financial Statements

The tear are now wo 'k ng o achieve the 202 7 midestone which
requ.res the entive car and van fleet to be zero emiss.on. Whelst the
majorty of these vehicies are likely to be Battey Slectc vehices
(BZVsy, Savtuck i collaburat on with the custamie: dod uiyig!
eguidment manufactyrers, is aiso explorng otner tecnoioges
such as nydrogen fuel ceds ard synthetic fuels.

wWe've produced the first battery-poweed oumping apoliance i
sartnessito with London Fire Brgade {1 F3), winch is khown as the
Zero cmussion Pumaiy Aporance (ZEPA} and it can oe used with
any UK-oased Tre and Rescue Service (FRS), Tis was put on the
frontline during FY23 at one of LFB's busiest stations. They are
desigred to meet all dermanding cperational requirements but
are capable of zero emissicns. in future, we plan to mtrcduce 10
appliances by 2025/ 26 with the ZEPAZ project phase and then
repower all LFB's heawy fleet by 2030 with ZEPAS.

For Aviation, Babcock has been selected by the RAF's Rapid Capabilty
Office to lead a consortium of UK-based SMEs to explore emerging
technologies which could minimise the environmenta! impact of
light arreraft flying traming. R&D funding from the custemer wil:
facilitate the defivery of a net carbon zero solution through
deveropment of new, synthetic ‘uel, as well as reducing cverall
emissions from an improved efficency engine with the possibitity
G an sledine tybnd tnve, TH e piujet win alsu ansesa eiyuag
techmques for carson fibre structures. This year our UK Onshore
entity has proposed customer options for initial Sustainable Aviation
Fuel (SAF) trials and coatinues 10 explcre more permanent
sustainable fuer options witl key suppliers including transiticn
targets anticipated for 2027 and 2030.

At Babcock sites leased through cur customers, such as Bovington,
the tand sector this year went thiough upskilling prograrmmes to
assist with Net-Zero baselining activity and have aiso generated
nfrastructure improvement plans that would allow the sites to
meet the Croup decarbonisation plan {2040}, Customer engagement
cn this site has recently supported improvements including LED
ighting upgrades and has provided the future opportumty to install
available photoveltaic (PV) roof panelling if required. Our team has
also engaged with the Ministry of Defence on the Babcock-led
apptication for SALIX funding to further decarbenise public and
private operations at Bovington.

Financial impact

Civen the level of maturity of cur analysis, we have not included full
climate-related financial disclosures within this TCFD statement.

We have included the potential climate impact and resilience
within our goodwill impairment assessment as a sensitivity to the
Group's Five-Year pian. noting that any impairment is recorded first
against tangible assets before goodwill. No impairment has been
recorded to any of the Group's assets as a result of this assessment
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£5G strategy (continued}

Risk management

Align.ing w'th aLr guariitatve scenano analysis, we ubdated oui risg
management framewo < dunng FY23 to consider the two scenar os
{1.5°C and 4°C) for i nate-related ~is<s.

As -ast year, 11 oL 5% "egisten, The horZons against wh o tie
cimare-related risks ace assessed are as fol'ows:

+ 5707 term (present to 2030)
» Medium term {2030 e 2040)
» Longterm (2040 to 2100)

indvidual owners from each Sector and DRC have been
delegated a clirate-relatec risk register by our I'CFD sponsors.
Cuarterly reviews are cornpleted by reviewing the risks wth
these individual owners to consider current cortrol measures,
proposed centrol measures, date for comipletion, and monitoring
systerns of check. Sectors and DCR aiso identify and document
alt risks and opportunities an their risk register.

On an annual basis, owners are required to reassess the :nipal

sk rating of each item, and therefere the effectiveness of ther
cortrol measures. 1arget rat ngs are then set where further controf
imnrovements are required, <o there 15 consistency N orocess.

Clirrate nas been defined as a prnopal risk at the February
Execut've Committee. See Principal Risk section page 101.

Cur nsk maragement hierarchy ensures management at the most
appreprate level in the grgarisation. Climate risks are integrated
into the Babcock Fnrerprse Risk Management Framework for
reporting. escalatior ard corporate oversight.

Curious about Climate

We've developed a new tool to help us better understand
how we can reduce our impact on the environment and
pfay our part in tackiing climate crisis, together.

It includes animations, games, and quizzes and can be
shared with family and friends - the more people we get
invalved, the bigger difference we can make.

Aong wen the too 10 tems for Group review and acton from each
Sector and DRC, chmate fisks are reviewed guarterly by the Risk
Committee and Dxecut ve Committee, as well as being -eported
Ao the Audit Committee quarterly and the 3oard annually.

Metrics and targets

Last year, Bancock develnoned metrics, wit associated targets and
mivascales, to measure our orogiess towasds reducing ou” exposu‘e
tn cimate-related risk. T's year, we have been focused on
comaietng the imtia; fargets we set .0 ARZ2Z:

* We established baseline and submitted carbon reduction targets
to the Science Based Targets nitiative v April 2023

« Given the matunty of our Scope 3 calculations across our value
cha.n, we are not reporting the figures within our emissions
table, howeve' we are working to investigate and calculate our .
Scope 3 footprint using a range of methodologies such as EEIO.
Based on our hotspot analysis investigations to date, we understand
that categorsies 1 and 171 are the two largest contributors 1o our
footprint. For further deta:ls, see Environment Section, page 63 |

+ We compieted a deskton analysis of our top 15 sites. An assessment
of climate-related risx of al- crticai Babcock infrastructure will be
completed by December 20724 |

« Group Occupational Health has led a review of cimate-related
nisk to physical working conditions for fou- sites to ident ty
mitigation and control measures

« Chmate-refated impacts are considered i new business b.d{no
oid decisiens and asscoiated contract negotiations fKPIs

= In 2022, approxirately 32% of Babcock's electrnicity was from
renewable energy sources, this is an increase from 26% 10 2021,
We are working to identify opporiuniiles to transition the
organisatian to 100% renewabie electricity, where feasjble, by 2030

« Employing a ciimate change, scenaro-based methodolegy,
ir 2022 we completed ar analysis across over 300 cf Babccck's
critical suppliers which mapped the possible trajectories of six
key physical hazards and socioecanomic risks. With no immediate
significant impact identified i this analysis, in 2023 and further
or, this Representative Concentration Pathway (RCP) analysis will
be extended to the wider supply base, identifying new risks which
have emerged since the 2022 repcrt, embedding further sustainatie |
crocurement practices across cur Group-wide supply chains, and
validating our future adaption techniques and buying decisians

» We have also commenced work to develop Babcock's Climate
Transition Plan in line witn requirements of the Transition Plan
Taskforce, whicn we aim to prepare over the coming 18 months

« We have not yet erbedded crossindustry climate retated metric
categones into our targets. Nor have we set an internal carbon
price; nowever this s under consideration, and we are aiming te :
do so by 2025 !

In addition to cur published metrics ang targets, we are reviewing
arange of climate management ‘nstruments including internal carbon
prices and Executive Rermuneration linked to £5C performance.
Cver the caming year, cur Sectors and DRCs will glso be working to
develep Chimate Transition Plans in line with the requirements of
the Transition Plan Taskforce.

Pease see our emissions tatle on page 63 for additional information.
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» GCovernance » Financial Statements

TCFD progress vs priorities

Goverpance

Strategy

management

Metrics
and targets

FY23 progress

£SC wpdates ro tne 3oard included ¢ :mate action

The Remunerat'on Coremittee set 256 . elated tagels
re'gr ng to reduction in caon emissions fortie 2023
252 g-ant. See nage 133 Remuneration Committee eport:

Compieted quanrtitat’ve scenain anawysis to assess
organisationa: resihence

Aligned ESG workstreams and financial planning process
to understand FY24 Sector priorities and actions in
support of climate-related risks and opportunities

Defined financiat implications of climate-related risks
and opportuntties and mcluded mitigation steps in
strategic planning

Included climate-related impacts in all material

new business decisions and associated contract
negotiations | KPls

Risk management oolicy and climate-related sk registers
updated to accommodate updated ciimate scenarics
Comnprated g rennany of ~limara ralatod Zhoncoc i
work:ng conditions far four sites with the most signdficant
occupational nisks

Assessment and repart denvery ‘or ail of our critica
supptiers’ chrmate-related isks and assocaled dnpd?

on Babicock in Autumn 2022

recuction targets to the Scence Based Targets
initiative i Apnl 2023

FY24 priorities

.

oard to contnue t1e d.scussion 5t the tobic
of sustainab.lity

Board to ensure nrogress on Plan 720 40

Align Plan 7ero 40 and Climate strategy workstreams *o
create a 3adcock cirmate transition plan aligned witn
TPT requirements

Assess progression of climate-related risk “egisters

ard ocngcing maragement

Compiete phytica' nspectien ooreoo ot oivon oy

end of 2024

Ciimate risk to be scheduled annuatly for R'sk

Corr mittee review

Einved sustainanle procurement checkpoints, (nciusive
cf ciimate-reiated onboarding reguirements for new
suppliers and sub contractars

Progress against SBTi emissions reduction target of 4.2%
year on year

Progress on Pian Zero 40 by scaling across the rest of
the organisation by Decernber 2023

Delivery of energy efficiency and renewable energy projects

Scenario details

Econcmic Constraints

Pclicy Expectations

!;h_ystca I“I_mpa cts

1.5°9C warning

with histonical growth

Global climate poiE]e: align_u»:f‘r_h emissIons
to 1.5% pathway

Reduced likeiibood of severe cimare related

weather events

4°C warning

Moderate global popuiatii'on growth which levels off in the second haif of the &enmry. coP groer in hine

ho further climate policy intervention

Likely increased severity of cimate-related
weather events
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ESG strategy (continued}

Climate-related risks and opportunities

Climate Risk

People welfare
(Physical Risk)
Disruption to
operations due to
working conditions

Cost of business
(Transition Risk)
Supply chain
disruption

Business
delivery

& continuity
(Physical Risk)
Dockyard disruptions
due to sea level rises

Future services
(Transition Risk)

Demand for LGE and
Civil Nuclear seivices

Demand for low
carbon solutions for
aircraft

“Shifting energy
generation markets
(Africa)

Technalogy
adaptation

Failure to decarbenise
Devonport

Description

Disruotion to staff and ooeraticns due to
weather canditions with difficuft ) unsafe
working conditions

nereased chmate-ielated regulation, such as
raxes i fossit fuels, may affect Bancock’s sunply
chain cost pase or viaoility of supply chain
companies

Dockyards owned[operated by Babcock may be
flooged due to an increase In sea level ang
higher trequency of extremme weather, resulting
I STOrm surges

Demand imipact To LOF and Gl Mudiear
services due [0 Carhon prices

Regulatory pressures and low carbon
recuirerserts could cadse changes to customer
contracts and business models, leading to
cemanc reduction for Babcock senvices are
existing technology unable 1o meet
regutrements

Shifting encigy generation markets resilt in
disruption to customer base and cemard for
Babcock SA services

Custcrmers chenge business models because of
regulatary/physical imipacts an operaticns and
demand reduces for Babcock services| product

Babcocx may need to increase its spend on R&D
and new technology achvities 1o adapt fo
climate charge

Shift from Scope - combustion to Scope 2
electricel activties will require abatement
technclogy to celiver Net Zero targels
Opportunity to assist neighbeunng Energy from
Waste plant {cur scurce of electnicity until &t
least 2040} in their transition to new
technologies when the plant reaches end of life

Affected
Sectors &
Regions
Ali
(Globai)

All
{Clonal)

Marine
Nucleas
UK &
Australasia)

Marine
Nuciear
(UK)

Avigtion
(UK,
France,
Canada &
Australasia}

" Africa

Marine
(Giobay)

Marine
Nuclear
(LG

Scenario with Greatest
Financial Impact

Hotizon?  1.5°C  4°C
<5 years

5 years+ &

<3 years

5 years+ ®

<5 years

5 years+ LJ

<5 years

S years+ ¥

<5 years

5 years+

<5 years

5 years+ &

<5 years

5 years+ #

<5 years

<5 years

Impact Type &
Quantification
Methodology
Business interruption
Difference between the
current and future
sotential financia 'oss
{1.5°C used due to
greater mmpact)

Costs
Differeqce oetween
4°Cand 1.5°C

Business Interruption
and Damage
Difference between
the current and future
potential financial foss
{4°C used due to
greater impact)

Revenue
Difference between
4°C and 1.5°C

Lost Market Share
Difference between
4°C and 1.5°C

Revenue
Difference between
4°C and 1.5°C

Lost Market Share
Difference between
4°Cand 1.5°C

Costs
Difference between
4°C and 1.5°C

1. Business interruption does aiot consider penalty costs from custumers or €ents t=at nay e ncured because of down tme follow ng a Dhysical nazard event
2. Time nor zo1 of < 5 years and > 5 yea's cansides the cotent al future “mact of cimate-reisled - sks and apportunites 0 ine with aur five-year st-ateqic >:annng p cCess
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Analysis findings

Site disraptions due to physical nsks are dominated by flooding at Bnstol
Ashton Vale and forest fires i1 Manitoba. The likelihood of extreme beat

increases at other sites, but the disruptior is not financiaily material.

Although physical hazards represent a greater percentage of sevenue in ‘he
4°C scerano, we could experience greater overall growth ip the 1.5°C
scenanio. Therefore, physical hazards could shill resuft in high levels of jost

reverue 1N both sCenarios,

Labou cost changes dnve the nis<within Babcocok™s supply chain. Direct
carbon costs also increase significantly as a result of government oressure
o decarbonisation. Variations 1 other costs are seen to be less significant

up to 2050.

Cost increases could be greater in the 1.5°C scenario because of larger labour
and carbon cost increases as well as greater growth overzll. Supply chain
disruption because of the transition to a Net Zero econamy is therefore

cansidered a significant risk.

» Financial Statements

Impact

B insign ficant Modergre  # Ma o # Severe

Control Measures

At our three sites exposed fo extreme heat sk, occupational
health assessments Nave identified those worang in higher nisk
scenarics such as field service mecharics and confined space
maintenance operatives, Traning, hazard notices, and health
guidance are installed at these sites "o recognise early signs of
temperature related health conditians, such as heat stroke.

These sites cormnly with and adhere to climate-related, oublic
instruction ana guidance, with 3ristol currently -eviewing local
inst:uction for flooding through cusiness continuity Dlannirg process.
To marage chma'e change "k, our future suppher selection
criteria wiil assess carbon footprint and the profundity of
tansparent carbon reducnion plans, conduct annual supnly cham
mapping to identify vuineramilities, collaborate with suppliers ana
perform regular risk assessments through due diligence, performarnice
management and audits. These measures wil enable us to
proactively manage climate change risks and contrnibute to our
sustainability goals.

Dockyard disruption due to coastal ﬂobdwhg has not been dentified as a significant  Natural external hazards assessments at our sites consider the

physical nsi in terms of business interruptior: or value at nsk. However, the scope

of this desktop assessment does not consider all aspects of dockyard

constructior and further on-site aralysis for key sites is recommended.

Simiar to the dynamics of People Welfare, sea level rise 1s greater in the 4°C
scerano. However, potential greater demand for services in the 1.5°C
scenanc could result in higher levels of icst reverue from a caastzl inundator
event. Therefare, in botk scenarics coastal irundatior cauls cause similar

levels of finarcial impact.

Demand for LGF’s services in the 4°C scenaric could see strong growth bul

significant recuction in the derrand for gas i the *.5°C scenanio could resuit
ir reduced revenue. Demand for civit nuctear could fall in the 4°C scenana and
giow in 1.5°C because of changes to the competitiveress of ruclear power.
The transiticn to low carber fuels in the 1.5°C scenarfo may limit the globat

irpact of low probatulity risks, such as extreme weather events.
Devonport mandates these assessments onsite as part of our
requirement to ensare fuil through hfe management of cur nuclear
facibties ang to meet establisned nuclear safety standards, subject
to both Defence and Civil Nuclear regulation. To ther appraise the
best enviranmenrtal optiars for infrastructure designs, Revonpart
works with industry leads, our customers, and local authority to
cor:duct DREAM assessments and BAT reviews where applicable.
We aim to continue to develop our ammonia fuet gas supply systern,
as well as solstions for the transportation and storage of CO nline
with customer and legisiative regarerents. This will ensure that we
are optimsirg efficiency while developing zero-carbon solutions and
increasing business resiberce agammst carbon poong and b potenlicl

detndnid for gas, potentially reducing demanc fer LGE's services. Higher carben result of faling tNG demand.

Laxes gy abo nripact the compebiliverness of nuclear power, mcreasing
dermand for cril nuclear services. In 2050, the combineg impact of these
changes i demard results 1n a significant difference between scenanos.
Lnder both scenanos the air transport sector may grow, atbert at different
rates. Falling carbor intensity of the air transport sector cccars under both

scerarios with the greatest decarbonisation in the 1.57C.
Falure tG cecarborise in hne with the iIncreasec rate and extent of

decarbanisation within the aviation sector in the 1.5°C scenano could
result i greater lost market stare when compared with the 4°C scenanc.

\n_.z‘;r'r;c_‘;;, e@m?iig genérating techrologies may vary between the 1.5°C
and 4°C scenarios. Babcock's establishec support services with steam-based

energy generarars is seen to be canstrained in the 1.5°C scenario.

The patential shift fram thermat electrical generation to renewables o the
1.5°C scenano may resull in reduced revenues for Babcock's South Africa

engineering services when compared with the 4°C scenario.

Lrder botk scenarios the water transport sector may grow. However, growth
will be greater under a 4°C scenatic. Nonetheless, decarbonisation occurs

under both scenarios with greater decarbonisation in the 1.5°C.
Fatlure to decarbonise in line with the increased rate and extent of

decarbonisation across the ecanomy in the 1.5°C scenarnic could resalt in

greater lost market share when compared with the 4°C scenaro.

Vﬂrwgﬁevc’mport site exper\ence;mg”rﬁﬁcainrt cost increases under a 1.5°C cue to Commitments aciass Nuclear to Plan Zera 40 this year has
the impact of direct carbon prices. Erergy and gas costs would increase, most
rictebly following the expiry of the Energy from Waste contract in 2040 and a

switch to the market mix.

The introduction and increase in carbon taxes in the 1.5°C scenaria could
result in higher costs to Babcock when compared with the 4°C scenario.

Irvestrment and regulatery compliance within new sustainable fuel
and platform contracts, such as Project MCNET, currently
mebilisec 1o investigate synthetic fuel application within Defence,
specifically light aircraft for etementary flight training. Babcock
Aviation 1s also continwirg to werk with industry leaders such as
Vertical Aerospace, to look at the applications of eVTOL aircraft
within our current and firture capabilities.

We currently undertake emissions abatement projects such as an
enhancement strategy to maximise all opportunities within NOx,
SOx and PM, and are working with technological partners to
identify further abatement projects where we can support.
Possible further cpportunities are naw being assessed eg
conversion of Fossil Fuel boilers to ‘Clean Coal Technologices’ over
the next 10-20 years, re-purposing of current coal fired stations,
and the next steps to evaluate the nuclear energy market
regarding cur entry fevels and required gualifications.

through projects such as CMDC Neptune, Babcock Marine 1s
bullding our market awareness of new marine-based technclogies
available. Our newly formed Clean Maritime SME group 1s the
knowledge focal point in marine engineering for new green
technologies and low-emission fuels. The combination of our
high-level engineering skili, with LGE and the Nuclear expertise
provides Babcock the opportunity of being at the forefiont on the
green technology race with potential capitalisation in [P and skills.

allowed this sector to reduce our risk probabiity ranking from
very likely to possiale.
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E5SC strategy {continued)

Social

u Ensuring the safety and wellbeing of our people

Safety, Health and Snvironmentai Protection 15 core to eveything
that we do at Badcock and we are committed 1o ensure Gur workess,
custorrers and stakeholders go home safe every day. We are committed
to creating an iInciusive and supportive workplace where individuals
can flourish and contribute to the shared success of the business.

This year we have strengtnened the foundations of cur heaith and safety
management as weil as integrated through collaboration with functions
across Babcock to Suild an engaged safety culture across the globe.

Covernance and engagement

As we bufid upon our established corporate safety standards arid move
to a Global Business Managerment System, collaboration acrass the
Sectors and Direct Reparting Countries, as wett as acrass the Functions,
has been key, We have formed specialist groups of operatars and safety
professionals to develop procedures across Babcock enatling therm to
share lessons and cansider the use of tecanology to mitigate our risks,
Iatalll -rjwng jarir{rnrﬁm:) mmr\(}hrj at hcb'\:\hr Elalal Hfﬁr):} operanone,

in addition, we contirue to collabarate and learn, across the bus-ness,
to ensure our products and services achieve the quality and sa‘ety
standards required oy our customers and requlators.

Pracedures and documents have their place in managing safery,
but it 1s pecple that make the biggest difference, so we have
focused on making safety personal through aur *Safety starts with
me’ programme. We have delivered safety leadersnip traming to
our senior and frontiine leaders to enaoie therr to plan and controi
work more safely. We have aisc grown the competency across the
health and safety function through structured continuous
profess:onai development.

engaged

safety culture

guestioning learning

We established an £ngaged Safety Culture framework with building
blocks of reporting, learning, questioning, Just & fair and flexible that
align to our principies. These formed the foundations of the safety
behaviours being developed across Babcock. The annual Safety
Conference was replaced Dy the Safety Summit, an interactive workshop
conducted at 14 sites in six countries and additional wirtual sessions.
The annual Safety Stand-down followed shortly afterwards and facilitated
discussions in the workplace about the hazards in that area, More than
500 team pledges were made to improve their local risk controls
addressing topics from office safety and welding in confined spaces tc
tackling mental health. In addition tc these twa wide-spread events,

we have also introduced a global CEQ Safety Forum and a Trade Union
Safety Committee to provide channels for engagement cn health and
safety within the organisation.

Performance and Improvements

We ngve molemented consistent investigation tiaiting across 3abicack
using TOPSET metnodoogy o imosove our ability to identify the
oot causes of issues and pund as a learning organisation.
ldentifying and addressing a number of the underlying and root
causes has led to a reduction in serious accidents that lead to days
away from work and a reduction in the number of High Potential
Occurrences where a serious accident may have occuired.
However, conducting challenging activities in difficult condrtions
do present safety risks and unfortunately there was a fatal aircraft
accident dunng a fire-fighting mission in Italy in October 2022 and
sadly both crew members lost their lives.

We have continued to expand the use of Synerqi Life as the Safety,
Health and Environmental Protection information management
systerr across Babcock and ntroduced additional capability to
enable reporting of events and safety coservations by our wnoie
warktorce. We nave rmade it easier ta raise reports on the systermn
and our ongaing cComMunications campaign reiterated the benefits
of learning from very minar events or near miss reports. This has
irmproved our repart Ng cutture with an ncrease in the number of
proactive reparts that provide opportunit:es to iearn and correct
the situation before sormeone is sertousiy harmed.

The Total Recordabie injury Rate (TRIR) relates to injunes that required
medical treatment beyond first aid and whiist we saw a significant
reduction from 2021, the rate overail has remained broadly static
across the year; whereas we have seen a decrease in our Days Away
Case Rate {DACR ) and High Potential Gccurrence Rate (HIPC-)
indicating that fewer serious events have accurred during the year.
The post-COVID return to the workplace combined with the increase
in proporion of heavy industria, activities acress our dackyards globatiy
have resulted in reported workpiace injunes with the vast majority of
these minor. We cantinue to work hard to tackle the causes of accidents
and are determined to ensure that our persenne! co home safe every
day. notwithstanding the challenging aspects of heavy industry.

1 DACR - A ays Away from Work Case (DAWC) s 2 shuation inwhict: an empioyee
suffers an acc dent at the worspace ang, as a result of the i unas sustained, must
stay at norme for one day o7 mo-e. The cout of days away from wox segins o
the Aay After tre day ¥eat fme 2 hny wias sistamed Rare < e 200 000 war<ed bowrs

. HIPC — A H:g- Potent ar Occurmence § an accurrence t-at —as tie potent al to
cause na~m tc Deode: damage to assets: or darmage to tre environment where
tme css oatentizl s assessed (G ce g~ regardless of tre eve of actual mpact
that gecurred. vate s per 200,000 woked ~ours.

TRIR, DACR and HIPO Rates

]
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Severity of reported injuries
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The Babcock Safety Impravement Plan has focused on consclidating
the foundations for continucus iImprovement of safery performance
with giobal and ‘ocal initiatives across the organisation. We have
deveicped our safety leadership training for our frontiine teaders
and increased the awareness of the hazards within our workplaces
tomprove the controls In place that mitigate the nealth and safety
risks. We have responded to identfication of areas for improvement
by sharing geod practices across our dockyards, our worksheps and
between our aviation and nuclear businesses. Building upon these
foUAOLUS0s vl will COntinbe ol Gioba and ioval nnoouverient
‘mitiatives through development of people, processes and too!s tc
ensure that our peopie work in a safe environment, with the right
tools and standardised processes to enable us to create a safe and
sccure woerld, together.

Deepening inclusion, increasing diversity

At Babcock we are guided by our Purpose: creating a safe and
secure wor'd together — and a clear set of Principles that are
central to everything we do. We are committed to creating and
maintaining a working environrment that is inclusive, diverse and
supportive, which provides opportunities for ail our colleagues.

As a defence company, we operate in a sector that continues to

be rale deminated and our challenge remains primarily an issue of
representation. For us, having more women across the Group, and

particularly i senior leadership roles, is key to our long-term strategy.

Cur work to improve our gender representation has seen us reduce
our gender pay gap each year since we started reporting in 2017.
This year we are plteased to repart that the median pay gap has
come down once again, from 11.8% to Y.6%.

This means that we are trending at 5.3 percentage points less than
the UK average pay gap of 14.9%, Whilst this is positive, we recognise
there is still more to do.

Gender pay gap (2017-2022)

. Janceck Mear ! Babcace Medar,

. TINS OK

» Financial Statements

FY23 Gender spiit

Ourworkforce in Babeock is representative of the Defence Sector
with fernales making up 18% of the workforce 1n FY23, with a higher
27020an in ey ievel roles. We recognse the reduction i our
female papulation in this reporting year, this s due o both divestments
durng the last yea; out also to natusal attr.t.omn. In resocnse we
have out several interventions in lace to undesstand more anotr
why this has haooened. This inciudes targeted data and modeling
as 2a~ of our gender alance action diant and undertaking 1-1
nrerviews whtn women ieaving the business with less tnan 3 years'
service to understand where we could target actions to retain,

Our ambitions are bold as we drive to have a minimum 30%
women In the business by 2030, Te accelerate progress we have
looked again at our strategic approach to inclusion and diversity
and are taking a nurmnber of actions including: rolling out new
policies and ways of working, refreshed recruitment processes,
improved leadership develppment, enhanced mentorning
programmes and career returners schemes along with training.

Agile, effective and inclusive

We remain corrmitted to reaching our gender balance rargets
witn our renewed focus on uncerstanding and enhancing our
neonle data. Throuah enhanced data collection, we wiil he in a
strang position to monitor our progress 'n both gender balance
ana diversity more broadly.

Building on nistornic activity acress Babcock Internat:oral Craup,
we adapted 3 new stialegie dhid ewcence led approach to
inclus.on and diversity in 2022, Captured within this we have
deepened relationships with internal and externai stakeholders,
mneluding our Cender Balance network, 1o hetp drive our programme
of culture change and embed positive actons that ‘nspire and
SUpROrt WOITE .

An important aspect of this approach is feedback from our people.
During our 2022 Clobal People Survey, aver 73% of our people
indicated that tney ‘felt part of a team’ and inclusion was very
important to them. Following the survey. ieaders from across the
business have reviewed their survey results and set themselves
{and their teams) positive actions to deepen inclusion within teams
and identify actions that can support this.

Cur Ciobal Inclusion and Diversity strategy aiigns with our Clobal

People Strategy and embeds local peaple plans to deliver a

collaborative, pragmatic approach.

Developing and evolving in 2023 and beyond

As an award-winning signatary to the Women in Defence Charter

we have met all our commitments, including:

= Setting and publishing targets

« Appointing an Executive Committee member to be accountable
for gender balance and 1&D

= Linking executive objectives to the achievement of gender
diversity targets from FY24

Bapcock International Croup PLC ; Arntua e T ane Fingrn can sStatermerts 20703 75



£5G strategy {continued)

Gender balance Action Plan Driving business{fed change, creating success

Central to our focus on creating greater gender baiance, and In We are continuing to deveind our Zmpoyee Networks and Jeer

empedding 3 culture where women can progress their caeers and Support Groun moded, as they D1ay @ key role :n acieving a mare

develop Mto semicr roles, we launched our Gender balance Act.on inciusive ausiness. In 2023, we wil estabiisn three new networ<s

Plan [CAP). Thus acts as the bluepant for [nciusion and Dversity, focused o1 carers, disabitity and veteans wivch will sit aiongs.de

informed oy data and nsight, and s supported oy our Senior 1RD our current netwarks for ethmcity, faith, gender balance, LGBTO+

ExCo Sponsor. and Neurodiversity,

Our GAP focuses on the employee life cycle working acqoss the Developing our globai network groups will suapert the drive for

Group to create a conerent and consistent aJpioach to attraction, greater diversity across the Croun at a woiking level and supoo™ a

rectuitment, progression, and retention. The key elements of the robust, dynamic, and inclusive workplace. Our Board and Executive

CAP include: team are championing this move to a more inclusive business and
o . are committed to creating a great place to work, which is agile.

= redefining our ways of working to support Babcock women effective and inclusive.

= designing interventions and policies to enabie women to thrive
at Babcock and

= acoordinated education and communications programme to Please see Governance section page 118 to see our Board
and Executive Committee diversity table

engage our people

Gender diversity

2022 2023

Tota! worktorce

RN

21%

Board

Executive Committee

2

Fxecutive Committee and Direct Reports In management roles
E:

21%

GCraduate intake

37

Senior management
B

‘ Fenae %‘v Map . Fernaz e ' Maie

1. Cur tota workicrce 5 26480 wr ¢~ inc'uces 21,3202 men, 4,813 women,10 ndwduas dent'ty ng as mon bimary, 29C woo "d d not spec:fy’ and 65 w-a chose
‘arefer not to say’

. Execut've Committee totai is 12, This figure exc udes Executve Committee members on the Scard.

. Executive Comm ttee and drect reports & Tanagemnest -0 es tata s at 108, This exc udes Executive Comm ttee members en te Board.
Sen 0f menagers are gefined as employees (BxCad ng Fxecutve Drectors) wno have rescens Dty ‘or pranning, directing and contsoil'ng the actwities of the groun (Execitive
Committee} o ¢ Strategica vy significant et of tme Croup (sector funchiora: eaderstip teams) and/or wrc are drecters of subsdiary business «nts (BL -eadersk.p).
Sericl management rcle fctal s 213,

€. Craduate 'rig<e 5 194 {754 LK, 40 Aystrz as.g)

PR WRIN
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Broadening our inclusion strategy
To hecome a2 more inclusive and diverse organisation, we need o
set ciear and measurable opjectives that:

1. Act as the catalyst for driving our 'ongerterm disabity,
etnnic'ty and gender palance goals

2. Help to oriofitise activity that att-acts, develops, and retans
diverse raient

3. increase ou~ soc’al impact tarouga soctal inciusion actvity

15 critical this s both business-ed and fit ror purdose across
Group. To do so we need to be couragecus, agreeing a clear
evidence-based and action-oriented roadmap to achieve relevant
and realistic targets.

Bringing it back to the business

Adopting global stated commitments to 'nciusion, we are designing
our Inclusion Roadmap across three distinct areas:

1. Insight and awareness - embedding an enhanced evidence-led
inclusion approach
2. Custcimised action pianning - collaborat’ng across Croup we
will design and implement bespoke incusion acticn pians
. Changing the face of Babcock - transforming our inclusion
nzrratiyo intarnaky and axtorn!hobe ottraor ang rote mnee

diverse talent

wl

To support delivery of our inclusion Rocadmap we will work with
out Ciobal Inclusion Steening Committee and Action Croups to:

« Undertake research into barriers te nclusion across Group

« Develop our internad ;earning aciass all DRCs to identify and
adopt ways cf working that drive change

= Max'mise our membership of ‘The Valuabie 500" ard in-country
opparturities on disability including the "UK Disability Confident’
scheme

» Develop our approach on ethricity including being a ‘Race at
Work Charter’ signatory

» Financial Statements

About Me campaign
In Mareh, we launched a prot ‘About Me' campaign in the UK to
collect nformaton on te profites of cur workforce so we can:

* give aclearer pucture of our workforce as a key government
supoher and UK aubiicly listed comoany, rreetirg our egal and
good governance obligatons

= retain and wan new business by demonstrating our soc’al va'ue
and economic imaact 0 3:d submiss'ons and contract reviews

* improve our peodle experience oy bette” understanding who our
peapie are, therr diversity and :ocal needs, so we can design,
plan ard invest in the right leve! of support

The campaign had a total disclosure rate of 27% and our disability
figure increased to10%. The data aiso :ndicted that we have 456
disabled people working in the business and 1,456 with caring
responsibilites.
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ESG strategy {continued)

Building a Babcock for the future

We wan® to be an agile, peadle-centred dusiness, whe e everyone
5 ncuded, suppoted, and empawered T0 develod Their talents to
the full. We nave simplified our structue so we can snare cadabiiity,
ralent and Sest prachice coud'ed wth embdedding divessity,
co''azaraten. and innovation global'y.

Ou nians, driven initially by our Gender Action 2lan, am to create
greate nclusivity and o suoport our :ong-term strategy to de.ver
equa repesentation. Tney are based around three key themes:

1. Enabling employees to fulfil their potential within
Babcock

= Fexible working: We have embedded our Agile Working Framewaork
to encourage work-life balance, support family commitments,
and 'mprove health and wellbeing. This has been well received
by our workforce and our Globa! People Survey confirmed that
having an agiie approach does enable our people to balance
therr wok and nomie nves that promotes nciusicr

Culture change: As part of an engoing cultural change programime,
we have reinforced cur zerc-iolerance Dosition e any ‘crm of
discrimination, and we are warking to ensure al oolic.es and
nracecses reflect nur annroach tnanchision and duerary

2. Growing new talent pipeline for the jong term

* STEM Hubs have been formec in Bnstoi and Scot'and with the
abjective af r.:w;ing AWATENeSS, engAagement, Anel ASTULATION N
STEM related subjects

« By 2024 we a:m to have ntroduced maee " eacher Insignt
Sessions’ afong with more STEM work experience programimes
10 rarse awareness of STEM careers in Babcock

* Reruriers: By F¥24 we will increase the poo: of female talent by
estaptisting a UK pilot to here women back into a career in STEM
and Tefence

3. Attracting the best female talent

« Lifecycle analytics: We centinue ta collect and menitor
recruitment data to identify if hias 1s occurnng. Additionally,
we have introduced exit Interviews with women leaving the
business to understand their experiences and identify any
emerging themes

« Charters and memberships: We are proud stakehclders 10 the
Women in Defence Charter, Women in Aviation Charter, and
Weormenin Nuaclear LK We are also memhbe s of the
Armed Forces Covenant

« Cur Glota Networks, supported by Peer Supoort Groups specific
to their membership, play a key -cle I supporting INC'UsIon acrass
Babcock to drive changes thar wil' creare a better place tc work

We are proud of our work on gender diversity, whicn s 3 xey
business pricrity, and we recognise there is still much to do to
deliver gender balance through attraction and retention of
fernate tatent.

We are committed to closing the gender pay gap, growing our talent
pipeline “or the long term, developing our processes te attract
female talent, and enabling employees to flounsh and shape therr
own future within Babcock.

Our Global People Survey

During 2022, we established a global engage™ent patform ang
w October 2022 we concluded tne fist Group-wide sarvey of

e igyees for more than 10 years across the susiaess to ger an
intormed view of how our employees feel about working here.

The survey created a consistent approach to understanding and
measuiing engagerent allowing us take act.on to drive meaningful
change s0 we cod measuie Improvemnent ove” ime.

Cver 79% (18,548) of emiployees participated globally in the
survey, leaving 105,895 comments which has giver us rich insignt
into what is important to our people about working in Babcock and
how engaged they are feeling :n their roles. The survey told us our
people have a clear understanding of their role and respansibiiities
and what it takes to be successful. Qur peogle believe we are truly
committed to health and safety and they know aur Purpose and
Principles and believe their managers care about their wellbeing.

The survey also heined us 'dentty areas where we could improve and
confirmed that whilst emptoyees know and believe in our Principtes,
they da not think we derranstrate them ait on a day-to-day hasis.

As a business aur pecfle thought we need to 'be courageous’ and
do nat feel that the night people are faity rewarded, recognised and
compensated at Babcock. 1he survey diso nignligrited that we have
work 10 do to improve confidence in our “Senior ceadersmip” and
make sure that we cantinue to demanstrate action followng the
survey that puts people at the centre of everything we do.

These are crticar areas we are already targeting in the coming year
through the rofl out of the Rabcock Rote Framewerk and traming
for our leaders.

Cutside of the survey, we continue 1o engage in two-way
COMMUMICATIONS with empioyees 3cross the business. On a global
level, employees are encouraged to use "Ask David’ as a direct
charinel te the CEC to share ideas, suggestions and cemments,
alengside the weekly vlogs that continue te be & popular way Lo
cannect with the CEO. Maore locally. we canduct focus groups.
in-deptn interviews and face 1o face engagement sessians an &
range of topics which provide dyniamic and targeted employee
feedback, helping us to better unrderstand and take action on the
things whicn matter mest 1o our people.

B Making a positive impact on the communities
in which we operate

We support our local communities througn STEM outreach
programmes, providing early careers routes into work, specific bursary
opportunities and indigencus programmes in South Afnca, Canada
and Aust-alasia. Qur open recruitment practices and Armed Forces
Covenant help us to reach a broader social mix and support ex services
persannel. Our charitabie outreach activities are demanstrated through
our Croup-wde policies far donations, sponsorship and velunteering.

Oxford Economics assessment

Oxford Econorics independent gssessment mghlights haw we are
support:ng ‘evelling up across the UK by investing and supporting
empioyment i1 the most deprived areas, actions we are faing to
tackle econcmic inequality and \mprove equality of opportunity.
our focus on welibeing and environmentat initiatives we are
progressing to reduce emissions and support the fight agamst
climate change.
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Oxford Economics Impact Assessment
Published in November 2022

THE CONTRIBUT
BABCOCK TO TH
UK ECONOMY

ECONOMIC IMPACT

£3.3bn

Total UK GDP contribution

5£.56,800

Total UK jobs supported

» Financial Statements
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£770m

Total UK tax revenues

Geofrh Mo B

BUSINESS AREA
ECONOMIC IMPACT

Naval engineering, support
and systems

£2bn contribution to GDP
35,200 jobs supported

£1.3bn contribution to GOP
21,600 jols supported “
SOCIO-ECONOMIC IMPACT

264 graduates and
985 approntices in
training schemes.

Critical services: defence
and civil

30,000 students
engaged through STEM
oulreach aclivities.

£337m spent with
2,220 SME suppliers.

Reasulr rebats torthe 2020 ning - &b ear wbek rar

IMPACT IN SOUTH WEST
ENGLAND AND SCOTLAND

~ Scotland

£370mM total

contribution to GDP

6,300 jobs supported

South West England

£1.1bn total

contribution ta GDP

19,400jobs supported

£ fegt

£ ££f

EE£EE £58
Efgffsisg £290m spent with suppliers in
areas classified as a "high priority”
for the government's
Levelling Up Fund.

1,660 people directly employed
and £230m spent with 1,070
suppliers in the 20% most deprived
tocal authority areas in the UK.

o el 2071 o 31 March 2022,
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ESC strategy (continued)

Indigenous peoples

Wit a giobal oresence, Baocock recogises the importance of engaging
andt supnoming digenons Neome 1N the countries in which we aperate.

In Canada. 3adcock transitioned from “nase Il to Phase 1 of the Canad-an
Counc for Aboriginal Business’ (CCAB) Progyressive Aboriging: Relations
(PAR) srogramme, Phase HE centres around ensuring that indigenous
empioyment and business pamiersnip targets are in place, and

st-ategies or meeting tnose targets have Huy-in across the organisation.

As well, we continue to engage indigencus communities and
businesses on an ongoing basis to provide information about Babcock’s
operations across Canada. From the Songhees Nation and the Métis
Nation of Greater Victoria in British Columbia, the Métis Nation -
Saskatchewan and the First Nations of the Fort Qu'Appelle Tribal
Council :n Saskatchewan, to the Manitoba Métis Federation and the
Southern Chief's Organization in Manitoba, Babcock's iInvestment in
relationsrip ouilding leads to discussions centred around mearingfu,
value-added business partnerships. Babcock Canada also added several
ndigencus Dusinesses to 1ts supply chain this year, including Motile
Resources Croup, Abitibi River Logistics. Dreamcatcher Promations,
and Neortherr aghts Petrofeum.

Finaity, Babcock Canada laid the groundwork for significant, multiyear
invest=nents inindigenous skills development and training-to-
empicyment, which witl see employment ‘pipelines’ established
beginring with engaging Indigenous youth on STEM and Babcock career
awareness, To investing 1n bursaries and sur-mer ¢o-op terms for tigh
acheving students, to internshups and apprenticeships on graduation.

I Austratia, we partner with Supply Nation to expand our supply
chan to inctude Aboriginal and Torres Strait islander owned
businesses across the region, In New Zealand, we work within the
Armatal intative, 1o expand our supply ¢hain and commitment to
Macri anc Pasifika owned businesses in New Zealanc.

gabcack continues to actively support First Nation students to
inciease thewr career opportunities. A partnership is in place with a
Macri crganisation for identification of interrs and graduates.

Through sporsarship to Engineering Aid and Yalari ir Australia,
encolraging curosity absut STEM subjects in younger children in New
Zealand and threugh employee volunteering at local scheofs Babcock
contines to actively support indigenous students to increase their
career oppartunities. Babcack Sporsers the Excellence in Maari &
Pasifika Advancement Award and Wormen in Technology Award at

the Aucktand Uriversity of Technology.

Volunteering

Volunteering is & rewarding and meaningful experience that supports
comrmunities and brings personal reward for our employees, enabiing
ther~ to develop new skills and personal welibeing. We want to make
a genuine difference to our communities and nelp them te thrive.

tn December 2022, we launched our first globai volunteering
policy calted ‘Be King Day’. Be Kind Day gives Babcock employees
one day (cr equivalent hours) each year to play an active part in
heiping cthess to thrive.

Many of our employees already volunteer for various charnties and
comrnunity groups globally in therr own time, These inctude:

+ Carrying out renovations at Bokantsho Primary School in
Viljoensdrift, Free State, South Africa

+ Volunteering at Goatacre Animat Sanctuary, UK

80 Babcock Internatond Croup PLC ;a0 Lo Repo tare -

+ Suppotting native ree planning it New Zealand

= He'ping 3ude Surf Veterans char'ty deliver surf experences to
Btegma, The Limbless Veterans in the UK

= Vountee ing at foodbank South Australia & Central Austala in
Puuiaka to helw suet tnouyh dorated Thut and vegetables

Charities

We a~e commitred to supoorting the communities in which we
operate and the broade- interests of the customers we serve.
Through charity and sponsorsiup we want to make a genuine diffeience
in these areas. To that end, and aligning with our corporate
Purpose 'to create and safe and secure world, together’, our criteria
are based on supporting military charities and events whilst also
protecting communities around the world by focusing on lecal
chanties where we have our sites or attract our employees from.

A selection of the charities we have donated to or sponsored over
the last year inciudes:

= Veterans with dogs ~ a UK charity that supports veterans with
PTSD with provision of a mentai heafth support dog

« Yalar —an organisation that provides support to young
indigencus Australians engaged in secondary school education

+ Laus Deo Primary Schoe! - a scheol in Sguth Africa wnere we
sponsared the nstallation of a warter bore hote reticulation |
system

STEM

The STEM Teams continued to develop our offering and buid presence !
within communities across the UK. The impact of their detivery has
seen an ‘ncrease n engagement to 885 schoois: 534 primary schoois,
231 secondary schogls, 39 further education and 81 ather events.
Cutded by our commitment to reach diverse communities, our
engagement dermographics demonstrate that 25% of our engagement
was with fermates, 80% were under 35 and 7% with ethnic minority.

Throughout 2022 our delivery shifted from a virtual offering to maore
face te face as we increased our presence by hosting and supporting
mare In-person events. This approach worked exceptionally well and
helped us to meet one of our strategic objectives of raising awareness
and increasing engagement of STEM to young pecple.

The team delivered several events and activities including working
with secondary scheols to deliver ‘Babcock’s $TEM In a Box of Fun®
which provides schools with a STEM resource that they could teach
pupils without the need of a STEM ambassador being present. The
Teamn also supported students with mock assessment centres and
interviews as well ag developing and promoting STEM competitions.

Internaily, development centinued with building our Bristol STEM
Hub which 1s made up of volunteer STEM Ambassadors who are
based across Bristo! and who work within gifferent Babcock sectors.

The STEM Teams supported the virtual Neuro Diverse Work Experience
Programme at Devenport for a second year. Focus has remained on
raising awareness of STEM subjects and our early careers deveiopment
programmes. Alongside this. the STEM Teams supported the wider
Early Careers Tearm with the delivery of the accredited Industria®
Cadets virtual work experience weeks which took place across the UK.

The Devonport STEM Coordinaticn team were also proud winners
of both the 2022 Regignal STEM Hub Inspirational STEM Employer
award and the 2022 National STEM Fmployer Award.
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In May, we welcomed mere than 300 locas scheon children to the Festival of Engineering at our Rosyth facility. Over two days, alongside
aur partners, customers and colleagues, we inspired the next generation with vanous exciting STEM-based activities as we explored the
mi-tech world of engineering, eco-friendly green shipbuilding, robot cs, wrtual reality. chocolate wetding and mini boat building using
recyc'ed materials. As one of the largest employers in the area we want to make a difference. That s why T3 .mpontant tc us that we
support our local communities. This Festival was a great way for us to engage the next generstion in STEM-based actwities and encourage

more young people to consider a career in engwneering.

Support for Armed Forces, veterans and reserves
in the UK

Babcock is commitied to henouring and supporting the Armed
Forces Covenant and the Armed Forces community. We recognise
the vaiue of serving personnel, both reqular and reservists, veterans
and military famifies whe contrnibute to cur business and country.

We signed the Armed Forces Cavenant in 2013 and have reached
a 10-year mitestone of our commitment to the Total Support Force
concept, helping our Armed Forces to deliver flexible solutions
arcund the world.

As part of our continued commitment to the Armed Forces
Covenant, Babcock supports rembership of the Reserve Forces and
references our support i recruitment activity. We also support the
employment of service leavers, veterans, and members of the
Volunteer Forces by providing a quaranteed job interview where
applicants meet the mimmum requirements of a role.

We are a major empioyer of service (eavers and reservists through
our active recruitment approach and because of this we have held
the Goid Award in the MOD's Armed Forces Covenant Emplayer
Recognition Scheme since 2015. The scheme recognises employers
who actively support Defence while encouraging other organisations
to adopt the same behaviours in their waorkplace.

Members of the Armed Forces community and the:: famuies can resy
cn our support. We offer a degree of flexibility in granting leave for
service personnel spouses and partners before, during and after a
partner's deployment, and will offer special paid leave for employees
who have been bereaved or whose spouse or partner has been njured.

We work closely with the Career Transition Partnersnip, to ensure
our employment opportunities are made available to service leavers
and veterans, and we participate in careers fairs for those leaving
the Armed Forces. We understand that Armied Forces spouses need
flexibility when their service partner is posted to a new location, and we
do our best to find alternative employment within the business if cur
employees need to move ta accompany their partner to a new posting.

We are proud to currently employ high volumes of service leavers,
veterans, reserwists and uniformed cadet instructors. We support
the UK's Armed Forces and reservists and continue to actively back
our reservist empioyees. We provide a minimum of 10 days’ special
paid leave per year.

The rescrve service is actively promoted to everyone in the Group,
mciuding our new graduates and apprentices.

As we widen cur inclusion focus in support. of all Babcock people,
we are establishing three new network groups in 2023,

These include carers, disability and a Forces Community Network
{FCN) which will provide support to all our pecple who have served
in any capacity {past or present) as well as their families and alfies.
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ESG strategy {continued)

Talent and development

Attracting top talent -emains a critical onjective for our organisation.
a5 we strive to maintan our position as a leader 7 our marker.

We recogrise that attract:ng and retairng the best minds s essentia:
for driving innovation, meeting customer exjectatons, and
ensuring long-team growth.

in anincreasingly competitive landscane, we are developing a
comprehensive talent attract'on and retention strategy focused
on oui culture and the opportunities we offer to make it as
straightforward as possible for candidates to join Babcock.

We have cultivated @ company culture that promotes inclusivity,
collaboration, and continuous learning. By fostering an environment
where diverse perspectives are vaiued, we have created an
atmosphere conducive tu innovation and excellence. By 9inging to
fife our commitment to cutting-edge technology, etnical practices,
and employee development, we lock to promote our attractiveness
as an employer in the communities where we live and work.

Tnrougn targeted recnutment campaigns, participation .0 ingdustry
events, and strategic partnersnips with acadernic institutions, we have
amplified our presence and attracted top talent fram as broad a
talent pool as possibte. Add tionally, we have implemented robust
talent acquisition processes that focus on identifying indwiduals who
possess not only the necessary techinical skills but also the passion,
drive, and acaptabiiity required to thrive m our dynarmic ndustry.

Qur tatent acquISItIoN team ContiNoUS:y BADISTas :NNovative
approaches, leveraging technology and data-driven insights to
dentity and engage with potential candidates etficrently.

Leadership

To address the depth ana breadn of challenges our leaders face
globally we have built on the work undertaken in 2022 to develep
a glebal ieadership framewark.

We launched our UK-wide Aporentice Behavioural Development
programme which helped our apprentices focus on their heafth and
weilbeing. Tous s the Ffirst time we have delivered a UK Group-wide
Senavioural drogramme and i£s been very well receved.

A Product:on Support Operative [PSO) Programme was established
at Rosyth to address the challenges of availability within skilled
tradespersons (e.g., weiders). It suoports capability deveiopment as
well as acting as an alternative recruitment ninelne, mitigating tne
types of "oies we require by thinking differently in tne ‘way we do'.
Tne PSO role is purposefuily skited tn nature (trained in the specific
skitlis we need them to have). allowing flexibility for both the
empioyee and the business. In April 2022, the first of three cohorts
of PSUs beqgar at Rosyth (4 1), with multiple stakeholders ensuring its
success. As a result, additional cohorts began in Cctober 2022,
with regular intakes pianned throughout 2023, with the need to
recruit approximately 250 PSG positions by December 2023,

Our early careers programme has continued to see external accolades
and recognition over the yea” which inchuded: 2022 Apprenticeship
Development of the Year and 'Best Integrated Marketing Campaigry
for our Graduate programme at “The Firm Awards 2022'.

Our Principles

i
The framework enables leaders of all levels to address therr personal | Lj-:

reeds by developing learning pathways to suit their leve! of
experience, business needs and our organisational drivers. i

During 2022-23 we have successfully piloted a nurcber of .earming
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; MeasLiing suCcess Oy Babcock is greater has 3 part o play in
the results we deliver than the surm of s Babeodk's and oul

interventions and workshops aimed at offline and online ieaders.

and the positve

parts.

CUSTOMers' SCCess.

Fach intervention addresses our unique chailenges, is under-pinned
by our Principfes, and monitored for business impact.,

Babcock's leaders continue to inspire, motvate and empower theyr
teams. Delivenng on our contractual and operatonal commitments
through our investrment in ident.fying. developing and supporting
our leaders wil! ensure that together we build a stronger and more
sustainable Babcock. Through 2023-24 we will continue to focus
on developing the capability of our leaders, with targeted
programmes airmned at our most Semior Leaders that will be cascaded
tnrough the organisation based on responding to the comments
raised 1n the Global People survey.

Early careers

Cur early careers programme continued 1o grow thraugh 2022 with
1,509 apprentices and graduates currently 0N programimes across
the Croup. We also expanded our apprenticeship offer and introduced
cur first L2 Industrial Coatings Apprenticeship in Devonpot along with
piloting our first ever T-Levels in Digital, Design and Production in Bristo!
and intreducing Graduate Apprenticeships in Scotland.
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! UTPACT We Make,
L

Qur Prnciples were [aunched @ 2022 and express what 1 most important
o us and how we expect our people to show up across the business.
They act as a guide for how we do things; how we make decisions, how
we treat each other and how we behave. Our Principles are for everyone
in Babcock, whatever their role, wherever they are in their career.

To be successful at Babcock, we all need to demcnstrate them.

Taxing on beard the feedback from our people, we need to consistentty
demaonstrate our Principles and embed them by using them to guide how
we operate every day. We therefore reviewed and simplified the 1anguage
of each Principle, evolved them inta #eadership expectations’ to help
employees at all tevels understand what is expected. Over the coming
year we wiil continue to identify ways in which we can embed these
procipies into all our people processes. policies and use them as a quide
to suppart capability developrment pragrarmmes, commuriications, and
every aspect of the employment lifecycle from recruitment, onbearding
and perfarmance management through to talent and succession.
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We are committed o conducting business nonestly, transparent’y
and with integrity. It is the rignt and zroper way to bebave, easuring
we uhold high eticar standards across the Group. It aiso suppoits
our long-term success.

We understand our reputation and goad name are amongst our
greatest assets and could easily be lost by actual or suspected
unprincipled behavicur. To support good governance and ethical
behaviour across our Greup, our actions and thase of our
empioyees, suppliers and partners are guided by a senes of Group
policies. These are reviewed periodically to ensure that they
continue to meet curent best practice principles and legislative
needs. By establ'shing transparent pclicies and procedures we can
reduce risk to our business and to our customers.

Code of Business Conduct and Ethics policy

To protect the Company and reduce risks, we have established &
pokcy on how we should conduct business which 1s summansed in
the forrm of the Babcock Code of Business Conduct.

Complance with This Rohoy s campiisary for onr employees,
business advisors and business partners {or, in the case of business
advisors and partners, they must have equivalent standards and
procedures in their own businesses). The poiicy Is kept under review
by the Group Company Secretary and Ceneral Counsel and the
Boarc undertakes an annual ethics review, seeking assurance that
the Group's Ethics palicy is complied with.

Cur tthics policy comprises a detaned manual, available to employees
cn the Group's intranet and alsc available on cur website, which
centains guidelines, authorisation mechanisms and other procedures
aimed at identitying and reducing ethical risks. it supports extensive
palicies around anti-bribery and competition law that clearly show our
zero tolerance for any farm of bribery or anti-competttive behaviour.

These controls form an integral part of our risk management
arrangements, which also inclide training our empioyees and
undertaking regular risk assessments throughout the business.

We implement apprapiiate training and procedures designed to
ensure that we, and others working for us, understand what our
Code of Business Conduct and our Suppliers’ Code of Business
Conduct (see also page 85) mean for them in practice. This training
inctudes mandatory completion of courses on an annuat basis in ail
our geographies, transiated where applicable, such as anti-bripery
and corruption, secunty ang data protection. Completicn of these
courses 1s monitored.

Cyber Secunity Awareness {raining a3%
Accwé;ftabi!Us'eiP'olicﬁ T 94%
Data Protection Training - 95%
Ansi-Br bery Training ) I 95%
Trade Controls Awareness S To97%

et SR
We treat breaches of our C erI0Usly.
Impioyees can raise any conces that our Code or :ts assocated
guidance s not 3e'ng folowed without fear of unfavouracle
consequences for themseves.

To ensure that anyone with a concern is able to access advice and
support, our independent whistleblowing hatline, FthicsPoint,
{operated by NAVEX Global) allows for confidential and anonymous
reparting and is avaitable 24 hours a day. seven days a week, in ail
territories where we are based.

Diverse and robust supply chain

The Babcock Procurement and Supply Chain organisation are
commiitted to ¢reating a world-class supply chain that pricritises
responsibie sourcing, sustainabilty, and supply chain governance.
We achieve tnis by acknowledging the mportance of minmising
sURply chain disruptions, iower.ng costs, and IMmproving our social
and envircnimental mpaoh

To accomplish our goals, we wark collabaratively with our suppliers,
customers, and interna! stakeholders ta establish a cuiture of
transparency, trust, and continuous improvement. We believe that
this approach heips us to build a resilient, sustainable, and
world-ciass supply chain that delivers value to alt parties invoived.
We nold ourselves to the nighest standards of honesty, transparency.
and integrity in ail our business dealings. We believe that a diverse
and robust supply cna:n 1s essentiai to provide quality and rmely
deuvery of products and services to our customers.

Tc achieve this, we work with a pertfolio of 12,000 suppliers, -anging
from large multinaticnal OEMs tc small and mid-size enterprises
(SMEs). Of these suppliers, approximately 1,100 are key in aur ability
to deliver centinugus improverment and inncvative guality outputs.
Bullding strong relationships with our suppliers 1s essential to achieving
ouf sustainabiiity goals. By working collaboratively, we can identify
opportunities for innovation, create vaiue for ail parties imvoived, and
promete respoensitie business practices throughout our supply chain.

We understand the critical role that supply chain risk management
plays in creating a resilient and sustainable business. As such, we
conduct annual due diligence on our business-critical suppliers to
ensure compliance, identify any risks in their supply chain, and ensure
that cur key suppliers are reputabie, responsible, and competitive.
Qur Al risk resitience sclution maps our supply chain ecosystem

(over 300,000 suppliers through our sub-tier ecosystem), monitors
activities, and receives alerts when hidden risks are exposed in our
sub-tier supply chain. We have reviewed and assessed a significant
number of incidents, allowing us to mitigate risk to Babcock’s supply
chain while enabling us to continuously Improve our risk management
processes and ensure the sustainability of our operations.

I'he success of our business relies heavily on the strength of our
relationships with our suppliers. To this end, we have implemented
a mare collaborative approach ta procurement by improving upfront
supply chatn involvermient in bid processes. By engaging with
potential suppliers earlier in the process, we create an environment
where our suppliers can actively support both the design and
implementation stages of our work with innovative solutions.
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Thes approach nas resulted .n ennanced productivity and increased
quality in the gonds and services that we deliver to our custorers.
We -ecognise that sustainamility :s critical, and we nave taken steps
to pr-otise toWe have expanded ou (ategory Management
teams and processes througinout the organisation to provide
strategic focus on sustainablity topics. This investment is aimed

aT gesve ing a higher perfoim.ng suppiy cham in tnis area, which
al:gns with our commitment to “espons:ale and sustainable
DUSINEss Dractices.

Our fisk solution also aillows us ta prodctivety assess the sk of atl
potental new supplie-s immediately. We consider reputational
and aperat.onal risks, supply chamn transparency, financia: position,
and £5G risk to buitd a mere resilient and sustainable supply cham
that benefits everyone invoived.

We recognise the critical importance of having a strong and
effective procutement and supply chain strategy. As we advance
execution of our Croup Procurement & Supply Chain strategy. we
rerrain corm™itted to our susta nabilty goals and our cost saving
chjectives. However, we also recognise the impartance of cost
avoidance and reailocating resources ro high-prionty suopher
and caregory management activities, wmich will aid n mingat ng
the »wmpact of inflation while stili advancing towards our
sustainabpiity L)U_’ECLIVESA

We have made significant progress nthis area, particularly with the
impeTentation of our Group Procirement and Suppy {hain operating
mcdei and the standardisat on of our key business processes,

Cwr overarching goai s to create a unified and integrated procurement
and supply chain tear= that Is fully aigned with our bus:ness strategy
and objectives. By doing so, we aim to achueve consistent, long-term
vaiue creanon for ail our stakehoiders by contnualty enhancing our
supply chamn to delver best-1n-class and sustamabse products,
geocs and services.

Sustainable sourcing

'n today's global economy, resporsible sourcng and sustainability
are key considerations for creating an ethical, transparent, and resilient
supply chain. At Babcock, we are committed 10 maintaining strong
and sustainable supply chains, which reguires collaberation with
our suppliers and sub-tier suppliers to adopt sustainable practices.
Cur geal 15 to reduce the envircnmental feotprint of cur supply
chain while meeting our business objectives and benefiting society.

To demonstrate our commtment Do sustanability and responsible
busness practices, we have published our Sustainable Procurement
Policy and Suplier Guide. These documents encourage our suppliers
to adopt sustainable practices «n their operations, reducing the
environmental impact of the supply chain, promoeting socia
responsibility, and supporting the development of more sustamabie
preducts and senvices. By promoting good iabour practices. reducing
carbon emissions, and conserving natural resources, we strive to
create long-term value for our stakeholders. We are committed to
argning our Procurement and Supply Chain processes and standards
with 1S020400 by the end of 2023, We have developed a strateqic
roadmap that provides the framework required to integrate
sustainability into our procurement and supply chain activities,
enabling us te deliver sustainable cutcomes through our supply chain.
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Scope 3 carbon emissions mapping

To setter understand and reduce our carbon footonnt, we have
ardnpred a spend-nased calculation ethodology for mapoing our
upstream value cnain emissions. These fadings will seve as a
pasetine for furtner deve.oping 3abcock’s carbon strategy, ailowing
us to continually .dentify ooportunities for emissions reduction
enapling targeted action 5lans to achieve our sustainability goals.
3y taking a proactve aporoacn to measuning and “educing our carbon
emissions, we are demonstrating our COMMItMe T to sustainab ity
and taking responsibility for our impact on the environment.

Working with SMEs

Babcock Procurement and Supply Chain recognise that sma!l and
medium enterprises (SMEs) are essential in building a sustainable
and resiiient supply chain in the UK, playing a vital role in the country's
economy as a key source of innovation, employment, and economic
growth. As part of our commitment te supporting SMEs, we ensure
that a significant portion of our procurement spend is allocated to
SMEs, with 24% of our total spend 0 2Y23 being with SMEs.

As part of our sustanable procurement strategy and Husiness processes,
we a-e cermmtted to enabling the growth of cur SMF supolier
pcpulation. We momtor our percentage of spend with SMEs and
TdKE 1BCeSdlY dULiLny 10 SUpwi L LT Groveiin UT UL SIMC SUDprer
poputation. Furtherrare. we actively engage with smaller and loca
suppliers, especally those that help inclusion of under-represented
groups, to conrbute to economic orosperity and soc.etai integration.

Cur SME supplier base 15 continueusty montored using our 115k
res-lence too' for any key nsk factors, wncluding cyber securty
threats, human rights, and fingnaial heatth alerts. By pricritising our
SME suppliers and supporting their growth, we aim to build a more
sustainable and mclusive suppry chain, benetitt'ng both cur
business and the broader economy.

Payment to suppliers

At Babcock, we prioritise prompt payment to cur supplers and
pelieve it is crucd 16 buiiding strong and sustainable relationships
with them. We adhere to the payrmnert practices and performance
regulations and are committed to the prormpt payment code.
Furthermoere, we encourage our suppliers to adopt this code and
premete its adoption throughout their own supply chains.

In FY23, we achieved an average payment term of 21.4 days to our
suppliers versus 24.6 days in the six months preceding March
2022, We recognise that predictable and timery payments are
essential for mamtaining strong supplier relationships and nelping
ou; suppliers to manage their cash flow. As such, we are commitied
t0 CONtIRUOUSY IMProving QUr payment processes to ensure that we
pay our supplers on time and in accordance with agreed-upon terms.

Human rights

Babcock respects all international treaties including tne United
Nations Deciaration on Human Rights. In the UK, we expect our
supphers and extended supbly base t¢ adhere to the Madern Slavery
Act 2015, as we dc curselves. We expect all cur cverseas suppliers
to understand and cemply wth the intent of the Act. We believe
that by werking tagether with our suppliers, we can create a more
ethicai and sustainacle supply chain that benefits everyone.
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To ©is end, we have developed a supoler code of conduct that
sevs out The human 1ights standards and expectat.ons that our
suppliers must meet ro do business with us. This inc udes:

= Treating workers equally and without disciimination

= Ensur:ing work s pefformed on a voiuntary oasis

* Providing reasonabie working hours

» Znsuring workess are of an aporopriate age

= Paying workers fair wages

» Protecting workers' neaity and safety in the workpiace

+ Providing access to fair procedures and remedies

« Respecting freedom of association and collective bargaining

Our suppliers and their extended supply chain are required to share
our cComrmnitment to respecting, protecting, and promoting human
rights and support cur efforts to achieve transparency for higher
risk supply chains and take responsibility for the issues we uncover.

Thne human rights nsk assessment process is empedded into our
core processes including supplier onbearding, audits, assessments,
and performance management. We conduct regular audits and
assessments to monitor compliance and :dentify any areas for
impreveenant \Whare eosoc 2rodontfiod e oo cofizborzatpealy it

aur supphers to address therr and provide support for rermediation.

The supplier audit programme is currently under review and will be
updated to ensure the nclusion of hurman rights issues in the standaid
audit cantent. These changes are set to be nnplermented by the end
of 20273 1in conjundtion with extending the supplier quahty and
development audit program to encompass a wider secticn of our
suppty chain. To ensure consistency, audit checklists will be
standardised acrass al business units. enabling us to venfy the
presence of sufficient human nghts contrels demonstrated by the
supplier dunng the audit process. Additionally, our audit process alsc
includes formal actions to address any identified rnsks proactivery.

The introduction and rollout of our strategic Risk Resilience tool
atlows us to track human nghts nisks through live monitoring within
our extended supply chain. Visible ‘ndicators include compensation
and employee satisfaction; diversity and workforce nghts; training,
safety, and morale; prohibiting child or computsory fabour; fair
treatment of pecple throughcout the supply chain and ensuring fair
and equitable treatment of local communities affected by cperations.
This approach uncovers hidden risk and serves as an early warning
systern should events or changes occur in our supply chain with live
aterts being communicated to the Procurement & Supply Chain team.

Modern slavery

At Babcock, we are dedicated to uphclding human rights and
preventing modern slavery in all of cur operations and supply chains.
We firmly believe in the importance of conducting all business with
integrity and suppert the elimination of modern slavery in all its
forms. Cur publicly available Group modern slavery transparency
statement outlines cur commitment to responsible sourcing and
supply chain transparency, including our due diligence processes,
supplier engagement approach, training and mitiatives to promote
responsibie sourcing. Our due diligence processes, including supplier
onboarding, supplier audits, and technelogy solutions, monitor any
potential modern siavery risks in our supply chain.

» Financial Statements

We recognise that preventing modern slavery requires ccliaboration
from al' stakenolders, and we expect our suppliess and extended
suppiy Dase o share our commitiment to resoonsibie sourcing and
supply chain fransparency.

Mole detdils die dvaitdbie i our Moder Sievery Trdisparency
Statement which s available on our webste.

Fair operating practices

As nart of our supoties selection orocess, we conduct thorough
assessments to ensure our suppliers are capabie of meeting cur
financial, commercial, safety, governance, technical, health,

and security requirements. We periodically review and revalidate
these standards tc ensure continued compliance throughout the
supplier engagement lifecycie. In the UK, we use the Joint Supply
Chain Accreditation Register due diligence tool, which is a shared
industry-wide management system for defence contractors that
collects pre-qualification and compliance information about
individual suppliers across the UK supply chain,

Ta enhance the security and protection of our customers' information
and physical assets. we have developed exacting security compliance
standards for certain types of supply. We giso place a strong emphasis
on maintaining high standards of commercial confidentiaiity.

Our commitment to ethical and responsible business practices 1s
underpinned by cur supplier's code of conduct. it serves as a
fundamental component that provides & clear framework for our
suppiiers to align with Bahcnck's values, policies, and legal
requirements. By ensuring that our supply chain aperates with
mtegnty and transparency, we are abie tc maintain a high standard
of accountability and sustainability throughout cur operations,

Cyber security

Babcock recognises the threat of cyber attack and the potential
consequences including operational disruption, unlawfui access or theft
of information and resuttant reputational damage. Babcock works hard
to mitigate such risks and holds an Infermaticn Security Committee
which meets quarterly to pravide governance, direction and assurance
that the Babcock security posture is apprepriate and effective.

Babcock applies ai required internaticnal and government security
standards for secure installation and operation of information
systems. Security operations are depioyed to establish threats and
to protectively monitor for risks to information, systems and networks.

Core IT services are certified to 15027001 {Information Security)
and 15022301 (Business Continuity) standards as well as Cyber
Fssential Plus, a requirement for UK government working.

Babcock is a member of the joint UK Ministry of Defence and industiy
Defence Cyber Protection Partnership (DCPP) which seek to ensure
the defence supply chain understand the cyber threat and s
appropriately protected against attack. Babcock is represented

on all the working groups and the DCPP Executive committee.

Babcock continues to invest in cyber resilience and provides cyber
security education and training tc raise cyber awareness across
the workforce.
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Non-financial and sustainability information statement
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Our principal risks and management

controls
| 4 |

Our continued investment in monitoring,
managing and mitigating our principal
risks will foster a consistent risk control
approach, aiming for predictability and
optimisation of our performance.”

David Lockwood
Chief Executive Officer

Risk enhancement highlights
in the year

» Continued investigations into climate-related risks
* Implementation of Risk Committee
+ Recruiting of specialist Enterprise Risk Management Team

» Group Executive Committee externatly facilitated Risk
Management Iraining

» Risk Conversations embedded, and themes published

+ Building ocur framework to support the assessment of
ESG risks

= Key control enhancements as part of the ‘Blueprint for
Contrel improvement’

fForging resilience and strengthening risk control

We have a risk management and internal controf framework to
manage the risks that come with our strategy. Risk managerrent is
at the core of Babcock management practice and 1s an Integral part
cf all cur activities, helping us to defiver our comrmitrnents to
customers, colleagues, and communities. We have continued to
build on improvements made throughout FY22/23 and will pursue
cur path of continuous improvement in FY23]24.

F¥22 /23 saw material investrment in Enterprise Risk Management
(ERM) capability within the Group through the recruitment of
specialist ERM professionats, both at Director and Head of
Department |avels. There has also been robust resilience buitding
around operational risk management far resource capability,
particularly in the areas of project management, procurement,
supply chain and commercial. Effective risk management starts with
the right conversations tc enable us to deliver better risk-based
deaision-making. Our risk management framework considers
managernent of risk in the round. top-down and bottom-up
carrelated through a series of risk conversations with the members
of the Croup Fxecutive Committee and critical nisk influencers.

THis year we have seen a cont nued focus around cur nterna’
contro's and the ma-ntenance and management of pringisal nisks,
wh.ch ae now ‘ndiv:dually considered by the newly formed Risk
Lommittae, a sud-commutiee of the Lroup txecutive Lommittee,

Ris is considered reguiariy at Boa~d level. The Board reviews risk,
bofh current and emerging, as part of its business olaying and
annual strateqy review process.

Preparation for UK Government’s stated
aim to reform corporate governance

We expect that the nature and scope of disclosure requirements
will continue to expand. Enhancing of internal centrols through the
Babcock Blueprint deliverable has continued to ensure that we are
well placed to deal with future corporate governance reforms and
new repofting requirements.

A cross functional working party has been established to consider
likely implementation timeiines, regulatory developments and how
these are best @igned to our finance governance. We wiil continue
to monitor e preparatory activities during Fy24.

Our Risk Management framework

Cur Risk Management framework. (below) is used consistently
across the Group, clarifying ownership and the differing levels of
assurance. Cur risk framework now includes 3 Risk Committee
where aii Principai Risks & Uncertainties (PRUS) wiii be
comprehensively challenged throughout the year. We have
centinued to rehine the Risk Managerment Policy iy conjunction with
aur risk leads network.

The Board sets the Group's strategy (Page 6). To heip deliver this
strategy, the Board nas in place procedures for identitying.
evaluating, and managing the risks inherent in our strategy,
alongside the emerging risk landscape. As part of those procedures,
the Baard reviews and approves the Group's Corporate Risk Register
on a bi-annual basis to ensure alignment with the Croup's strategy.
it makes this determination using a risk-rating matrix, which
assesses the probability and the impact of each risk occurring. The
Board makes this assessment after taking into consideration the
controls and mitigations that the Croup has in place.

Crawn together by our network of risk leads, we build our risk-
rating matrix by bringing together the risk registers of our sectors
and overseas operations. These risk registers include both principal
and emerging strategic and operaticnal risks. The sectors compiie
their risk registers by using a common Group risk management
framework. The framework requires the sectors to describe thetr
risks along with the measures in place to control or Manage each
risk and to rate their effectiveness. The Croup risk function
consolidates the sector risk registers and then preduces the
risk-rating matnx. The risk-rating matrix is split into two separate
five-by-five matrices: one showing the current rating of each risk;
and the other showing the target rating. £ach matrix measures
each risk for likelihood and impact, with each box on the five-by-
five matrix representing @ combination of a particular level ot
itkelihood and impact. Please see graphic below for definitions.
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Principal risks and management controls {continued)

Very likely Severe
_[mare “han 9()‘«‘; chasice) .
Likeiy Major
160-30'% L."M(E}
- Possibte Moderate
Liketihood (3960 crance: Impact
Uniikely Minor
{0-30% rarce) o
very unlikely Insignificant

- vess than T 0¥ chance)

Group sk engages with Sectors quateny, oroviding guidance to
the sectors and ensuring a coMmon approac as to how o
measure probability and impact. We nave included the curent
rat-ng for each annc:pal risk alongside its description (page 92).

On a si-annual bas.s, the Risk Commuttee reviews the matox.
oltowing e sk Committae eva'udrion, the 30ard, on 27 annua
basis, considers the matrix and reviews the Group’s principai and
emerging risks. The review includes a consideration of risk
descriptron, as well 25 our contrals and ritigations and our risk
appetite against each PRU. In addition to the review of the
risk-rating matrix, the Board also undertakes ‘deep dives’ on specific
risks at regular intenvals in the year.

Our Internal Control Environment

In FY 23, the Croup has continued to make progiess in ts internai
control envirgnment which aims to protect te Group's assets and
to check the reliability and integrity of the Group's information,
therepy providing assurance that the Group appropriately rmanages
the risks ' cuf business model and the delivery of aur sirategy.
nrernzly pubtithed oelicior set vhe fromework fo the Croup's
nternal controls. These policies cover a range of matters inzended
to mitigate sk, such as health and safety, project management,
informaton secur ty, trade controls, contracting reguirements and
accounting polices.

During the year, key cantral enhancerments as part of the ‘Blueprint
for Controt Improvements’ have been made to nsk areas inciuding
project management, bids together with pensian, tax, treasury and
consalidanon financial reporting contois, These nciude:

+ Strengrhening our third line of internal control defence by
appointing a Group Director of Internal Audit, Risk Assurance &
Insurance with @ mandate to insource the Internal Audit function.
We have aiso established a new Risk Committee, a sub-
committee of the Croup Executive Committee, to provide
oversight of the Group's management of risk.

« Standardising commerc:al and operational reviews including the
implementation of quarterty Group Watchlist reviews for the
Croup's key contracts.

» Providing chiallenge against revenue recoyiition judyeinent, by
implementing Group level review of accounting judgement
paoers for Group Watchtist contracts; this also ensures that our
conclusions are robust and supportable.

« Compieting a giobal banking services transition to BNP, including

virtual cross currency cash peol, zero based daily cash sweeps,
and a significant reduction »:n numbers of bank accounts.

Establishing a new pension scheme engagement process
foflowing the hiability driven investment crisis in Octeber 2022.

Launching a Finance Business Services Team to deliver standard
pracesses and centrols, delivering an overhaul in cur ACcounting
and Finance Manual to inciude all the best practices seen across
the business. We have aiso made key appointments to builld on
our In-house accounting technicar knowledge :n response to
tessons learned from FY22 closure.

Engaging independent review of the cormpleteness of cur
Document of Contrel, implermented in FY22 to set of minimum
expectation of controls, with updates and controis added to
rmitigate hignlighted gaps.
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The Group has developed a roadmap for the future enhancement
of internal controls, with the objective of achieving bestin-class
standards in controis ncluding uogrades envisioned y the UK
Coverament on Corporate Covernance Reform.

Qur Risk Assurance

We use tne three lines of detence rmodel to assure ousselves about
tne management of the =sks that we face. Tne first 'ine of defence
15 manggement control, poiicies and procedures, together with
management ove signt. The second line s internal assurance
actheties incuding group nisk management and compnance teains
who deliver functiona: oversignt. The third line is iIndependent
assy ance act vit'es, such as internal audits.

Risk Management and Internal Control
Annual Review

Ta arovide assurance, the Audit Committee performs an annual
review of our Risk Management process to assess its effectiveness.
After last year's review, the committee acknowledged that there
remained cngoing scope for further control improvements in Fy23
including lessons learnt from FY22 closing. The Committee
concluded the company has implemented several control
improverments and had a structured plan te implement further
ongaoing control enhancements Covering lessons learnt from Fy23
clasing. The Board concluded the risk management process within
the Group provides effective management of the principal,
emerging and underiying risks, allowing the Beard to manitor and
review the effectiveness of these processes in adherence to the UK
Corporate Governance Code.

Risk Committee

Tre Committee provides executive management legdersnip and
oversight of the Group's nsk management framewark acting as an
interface between the Audit Commttee (the ‘AC’) and the business.
The cormmittee has as Its principal deliverable the review and
challenge of the mitigation and cantrai of the ‘Principal Risks and
Uacertantes (PRUS), as surmmarised on page 92. All ¥KUs have an
aliocated owner. £ach PRU is presented to the Risk Committee by
the owner on a rofing annua pragramme through evaluaton of
the status of the FRU and the effectiveness of its mitigation.

The committee also commissions ‘deeyp dives in relation to the
businesses risk requsters submitteq within the Group’s Quarterly
Reviews and commissions externally foclised emerging risk reparts
{produced by Group Risk) and reviews the Group's appreach to high
impact, low prebability, black swan and grey rhino events.

Ablack swan' event refers to an unforseen and unlikely occurrence
that typically has extreme consequences. A ‘grey rhino’ is a slowry
errerging highly probable and high impact threat that is ignored.

Risk Appetite

tow - Avaidance of nsk and uncertainty with low appetite for nisk
that 15 likely to have adverse consequences and aim to eliminate or
substantially reduce such nisks.

Medium - A degree of risk is tolerated with some appetite for risk
and a balance of mitigation effects with a view of the potential
rewards and opportunities.

High - Open to opportunities that may resuit in a higher residuat
risk where we have the capability and capacity to manage that risk.

Forward Looking Risk Priorities - FY24
« Further analysis of Risk Recording Tools.

Enhancement of pur Fraud Risk Assessment processes.

« Enhancements to the Babcock Corperate Risk Register including
the addition of key risk indicators.

« Heightened understanding of corporate governance reforms and
preparedness requirements.
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» Financial Statements

Our risk management framework and our internal control environment

External audit

Provides external assurance:
its aim is to detect matesial
errors and material
irrequiarities in our
financial statements.

Please see page 159 for
the mdependent
auditors report

internai audit

Provides independent and
objective assurance on
governance, risk management
and internal contiul to
the Board and the Group.

For more .nformatian,
please see page 129

First line of defence
- management

Board

Overalt responsibiiity for the Group’s strategy and risk management

" Reviews the Group S risk- ratmg matr\x and determines the Group E prmcnpal r!sks

Rewews and ¢ approves the Group’s risk regi ister

Reviews the Group s financial reports, including annual budget and five- year plan
to monitor financial performance and identify potential issues/emerging risks

Audit Committee

Reviews aspects of the Group's risk management and internal control environment

‘Reviews and manitors the adequacy and effectiveness of the GCroup's risk management_
_framework and internai controt environment

Approves-the annual audit plar for the external and internal audits

Group Executive Committee
Reviews quarterly a consolidated report prepared by the Group risk function,
which summarises the Group’s principal and emerging risks

Committee members sponsor and own the principal risks

Group Risk Committee

The Committee provides executive management teadership and oversight of the Group’s
rick management framewnrk :}m‘ing ac an interface hetween the Anidir Committes {fhP

‘AC') and the business, keeping the management of each PRU alive throughout the year

Sectors
identify the risks, including emerging risks, along with the controls
and assurance to mitigate those risks
Functions

Provide oversight and management of certain specialised risk areas that benefit
from central coordination {for example, tax, treasury, [T, procurement et)

Our risk assurance

Second line of defence
- internal assurance

Third line of defence
- independent assurance

We have written policies covering a range
of matters to mitigate risk, such as heaith
and safety, information security, contracting
requirements and accounting policies. We
under pin these policies with a
comprehensive scheme of delegated
authorities, which the Board

annually reviews and approves, Twice

a year, the sectors complete a letter

of representation to provide confirmation
of compliance with the Group's policies.

Management reports up from our business
units through the sectors to the Board
on operational 2nd financial performance.

The Board and the Group Executive
Committee review the Group's financiaf and
operational performance on a regular basis
through the monthly reporting packs, which
include monthly management accounts,
and can compare that performance against
the Group's budget, which the Board
approves on an annual basis.

Group reviews the sector letters of
representation to identify any control
weaknesses.

Group functions and specific committees
monitor certain risks, such as health
and safety, finance, tax and treasury.

The Group maintains an insurance
programme. The Group Risk and Insurance
Manager reports to the Board annually on
the strategic approach to that programme.

The internal audit, which reports to the
Audit Committee, provides assurance

of the effectiveness of the Group’s control
environment.

The Audit Committee agrees both the external
and internal audit plans on an annual basis.

A number of external regulators and other
bodies, such as national civil aviation
authorities, the UK Office of Nuclear Regulation
and the International Office for Standardisation,
regularty inspect parts of the Group.

All employees have access to a whistleblowing
line to allow them to report any concerns

that they may have. The Board receives all

the reports to the line along with an
explanation of how the Group is investigating
them and the cutcome of the investigation.
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Principal risks and management controls (continued)

Babcock (ERM) Enterprise Risk Management

The primary ro:e of the Babcock ZRM framework s to ensuie we have a framnework to manage risk and uncertanty consistentiy and
effectively. FRM supports the integration of fisx managenent ‘nte the Group’s significant actwites and aligns risk management with
our asjectives, strategy, and cultura.

’ Risk & Controt \

Assessment

Strengthiening our third fine
of internal controi defence.

Ongoing development
of the roadmap

for the future enhancement Risk

of internal controls, with Appetite

the objective of achieving The Group's risk appetite defines
best-in-class standards the level and type of risk that we are
in controls. prepared to accept in pursuit of our

strategic objectives and business

strategy. Our robust enterprise risk

management governance framework

enables the Group to effectively
prioritise and manage fisk within our

risk appetite levels.

Continuous
Improvement Cycle

Structured annual review of risk
management palicy and
framework to allow agility and
relevance across the group.

Oversight of principal risk
mitigation by Group Risk
Committee.

Risk Top-Down & Bottom-Up

Deep Dives
Frogramme of risk deep dives driven

Risk Assessment
The Group's top-down and bottom-up

9q

o elociy of mateial sk raisec Babcock rstegic and optratonal 1. The
by the Sectors. ERM individual residual ratings applied to

rach risk create a censolidated view
of the Group's risk profile,

Lessons Learnt

Risk Review Emerging Risk
Analysis
The Group have implemented Project Risk — ys .
control improvements and & A Emerglng risks are considered as part
structured plan to implement Analysis of the risk assessrent process and
further control enhancements A Risk and Opportunity identified through horizon scanning,

continual dialogue with the Croup
and keeping abreast of geopoiitical,
market and industry changes.

Management Strategy with
regular contract status
reporting to key stakehciders
ensures risk is assessed and
managed for Group oversight
throughout the lifecycle of all
projects.

covering lessons fearnt
facilitated through our risk
leads network.

Ik
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Our principal and emerging risks

The risk management framework 1s described above. Lsing tis framework, the Board has dentified on pages 93 to 103 the fisks that it
currently be'ieves to be of greatest significance to the Group as they have the sotential o undermine cur ability to achieve our straregic
goais and nave a detmentat effect on our finaacia: derformnance,

As part of the Croup's ongoing risk analys's, four emerging risks have been dentfied.

Emerging risk Description and management
Geopaoiiticat As a leading defence comosany operating with international Covernment customers, we are acutely sensitve o
tensions geopolitical issues. We generally operate in ‘safe’ countries - stable peaceful democracies, militanly athed to

the UK through NATO or the 5 Eyes agreement. Nevertheless, we conduct ongoing geopolitical due diligence
For new ternitories, this includes country nsk reports and a formal approval process - requiring Board-levef
authorisatior in certain cases. In the short to medium term, the ongoing conflict in Lkraine will continue to
create volatility within domestic ard glebal markets, whick could increase global commeodity prices and coulg
result in increased cyoer thieats from state actors.

Information The risk of data exfiltration from foreign state actors 1s heightened due to the industry and markets in which we
security operate. There are several layers of protectior in place including netweork monitonng, robust technical controls
ard data seqiegation. We remair alert and actrive «r regularly vahdaticg the efficacy of our busiress cortingity

and cyher resilierce protocols as describea in the principat |7 and Cyber Secunty nsk.

Resourceng - attraction and Cur atility to attract and retain telent te undertake our activities I1s a key requirerser: of cur busiress. The

reterticn of surtabre taent talent marketplace has been evolwing rapidly ' recent years witt changes e werking patterrs, working
brratimme e ble ebite vee mead in s e kforen

Post pandernic this has becorme more prorounced candidare scascity, global mobility and demographic shifts
alt cortributing to ar acceleration o the neec to be able to not orly attract, but alse to retain skills.

We closely monitor the capability that exists iIn owr current workforce ensuning that we have the appropriate
skills at *he nght rime to be aple to deliver on existing and furare cortracts.

ESC Risk Emerging risx: As notec above, same cf the Croup’s infrastructure could be exposed 1o physical risks atising from climate

Sustainability ard business charge {suct as flaods, sterms etc] and this fisk could have an impact on contract delivery in the medm and
continuity

longer term. Onsite physical inspection is required at crincal sites, both Babceck owned and jointly owned by
custorrers, to understand the level of potential exposure under future cimatic scenanes and mitigating achions
required Lo ersure long term restlience.

Inflation - Continuing risk

Inflaticn impacts acrass, and 15 cansidered within, a number of our Principal Risks, for example supply chain, pecple, existing markets, rather
than being a separate standalone risk.

As the gichal economy recovers from the pandemic and the effects of the conflict in Ukraine, 't is experiencing increasing inflationary
pressure, both in terms of suppiier costs, such as products, commeodities, energy and freight, and labour rates. Due to the nature of the
Grodp’s activities we have a number of long-term contracts, which may inctude fixed-price elements or saving commitments, and are
particularly exposed to inflation wia rising employment costs; particularly where we have existing contracts which were agreed in a
Inw-inflation environment and include inflaticn risk If we have increased costs which we are not able to pass on, this will affect the
profitability of the contracts concerned and could mean that they become loss-making or that we are unable to meet our contractuat
commitments, leading to an adverse financial impact and a longer-terrm reputational impact.

We have established a prograrmme watcnlist covenng our most significant programmes as part of our montnly reviews and are in discussion
with customers where inflation is diverging from contract terms. In respect of new contracts, we have put in place controls to ensure that
the terms of the new contracts adequately cover the inflation risk.
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Principal risks and management controls (continued)

Changes to the Principal Risks and Uncertainties °

ast year's pincpal nsks and uacetainties remain relevant and
raree new DHACNAl rsks have been added. Two of the exsting

o ’pal “sks nave ceen merged as foliows: | @ @ @ @
i
i

New Principal Risk Reason for change

Cimate & Sustainability Climate and sustainaaiiity 1isks could @ °

cause @ materal impact on the Sroup's v

business, and fo the debvery of 13 '&

strategy or financial results. _E
Supply Chain Heightened macroecencmic influences |
Management and increasing potential for disrupbion :

in supply chains. |
Technology Disruption to Persistent pace of change and the
nclude digita) agenda. broaderurg of the Technology agenda !
deata management ard interingtionally. ‘
new technologies

¥

Wit ged RISK Reason for Lnange - Likotihood - T
Ex.st'ng and New Markets Over'ap of nisk considerations within
are meiged NLo ane new and existing markets led o a

beuef that these showd de considered Principal 1isk Risk ditection

as a combined <isk. . .
) o n o Q Contract & Froject Merformance
Business interrupt.on is Cperarionai resilience encompasses —_—

merged into the how we holistically manage £) tuosting & New Markets
Ciperat.ona Restience disruptions to our pusiness and — - E ,
. . T & Cyber Secunt
715K pusiress mterruption 1IN s wigdest 9 Y._.{ y - - - -
form. o Fensions

000Beo

Babcock operates in a compfex globai environment and s exposed 9 SUpply,ChE‘_m \anagement

e awide range of risks that may undermine cur abity 1o execute Q Operaborai Resiverice | Business Continuity
our strategy. - - -
9 Financial Resilience

'

@19‘91

Cur nsk management 1s an evolving and dynamic process;
therefcre, the Graup mignt identify new risks of better understand
the significance of existing risks or identify a change in a risk. This
rmeans that the nsks identified on pages 93 to 103 are not and
cannot be an exhaustive list of all principal risks that could affect

0 " Health Safei.y & CCJF[‘--L";HaHCE irc\udvrngi
product safety

'
f
|

O O

0

Chimate & Sustangbihty

TechnologTDlsrupﬁtion ta mEIude digitai

the Croup. The principal risks are not listed in any order of priority. @ agenda, data management and new
} . } . technologies
The principas risks appear in arder of their cumulative kelinood and - — — - -
Impact scores. Risks are plotted on a net basis including current @ Talent Managemerit Retertion & VLDSK'WQW @ B
mitigations. @ Regufatory & Compliance @
@ Acguiaitions & Disposals e

Key
0 Escalated 0 Ce-escaiated @ NC mevertent O New
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» Financial Statements

Principal risks, their impact

and mitigation

Contract and project performance

Liketihood o @ Impact n @

We execute large contracts, which often require us to price for the long term and for risk transfer. Our contracts can

inciude fixed prices.

Rsk Agpetite: Medium

This —eflects the compiex nature of the worik witain the defence and emergency senvices secters. WISt we aim to ensure our contracts only
accept risk that can De managed, “is< remains in te contract/project delivery.

Potential impact

Our business model drives us to seek to win and execute long-term
high-value contracts for the provision of complex and integrated
sarvices to our customers. Through delivery of our contractual
commitments, often through outcome-based contracts, and
accepting a medium appetite for risk we are rewarded by the
appropriate margins.

There are usuatly only a relatively limited number of customers in
each of our market sectors. In addition, our market sectors can be
highty competitive. This means that our customers have significant
market power and can require bidders to accept a substantial
transfer of risk from the customer ta the supplier. For example, it is
cominon in our niarkets thai tie conuacs tiat we ender ion may
impaose strict conditions and clauses.

If we {or our supply chain) underestimate or under-price actual risk
exposure of the cost of performance, or if, during the contract, cost
inflation diverges from revenue intation, or if unforeseen or
additional costs are incurred, for example, due to extended
programme duration, or supply chain shortages driven by the
conflict in Ukraine, or exceptionat rates of inflation and trade union
demands for cost-of-living increase, this could increase our cost to
deliver the contract. For example, we operate fixed-price contracts.
Actual costs may exceed projected costs. including assumptions on
future rates of inflation on which the fixed prices are agreed. Price
escalation might be finked to representative indices which allows
revenue to track costs, however if this were not the case given that
these contracts can extend over many years, it can be difficult to
predict the ultimate outturn of costs.

Our contracts tend to invoive significant supply chains. Failure by our
supply chain partners, including shortages in supply of raw materials
and electronic components, or to deliver on their contractual
obligations may cause us increased costs or missed schedules, or put
us in breach of our contractual obligations.

Long-term contracts often have changes, or updates, to their scope.
If we do not properly manage contract changes, we may incur
additional costs or fail to deliver contractual requirements.

If any of these key risks materialise, they may increase our costs to
deliver on our contractual obligations or may result in the imposition
of penalties or the eary termination of the contract with the
imposition of damages, or reputational damage, which may cause
strain on our customer relationship. This may undermine not only
our current contract, but also our ability to win future contracts.

The post-Brexit economy has created disruptions to the European
labour market, of which we were considerably refiant for certain
skills, teading 1o a supply deficiency for key skills and expertise.
Consequently, we have seen an inflation in the cost of labour within
many of our key projects and contracts.

Mitigation

This year we have strengthened our formal review and gating
processes, both through the opportunity pursuit and bid process,
and through project delivery to contract closure. The revised
governance has amended the content of the review
requirements. Specific focus has been on ensuring we are
targeting the right opportunities, matching our capabilities, risk
appetite and where we have the best prospect of winning or
retaining business. Within these opportunities, more extensive,
and where appropriate, independent reviews are conducted to
reduce the risk of underestimating risks and costs, to ensure that
the risks and opportunities are continualfy managed and refreshed
throughout the contract life. Greup policies and procedures have
also been refreshed and continue te set a commercal, financiat
and legal framework for all bids.

Contractual performance is continuously reviewed at contract,
hiisiness ynit, sector and (where approgriale) ol Greup functional
executive level, High risk/high impact contracts have been
identified and form part of a ‘watchiist’. For these contracts
additional reviews, deep dives and, where required, additional
functional support is provided i order to best mitigate risks and
deliver opportunities. Risks are identified through each Gate to
allow early identification of risks to defivery and profitability.
Where we identify poor performance, the business witl implement
a remediation plan, including but not limited to, the use of
independent advisors to ensure continued best practice approach
is adopted.
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Principal risks and management controfs (continued)

Existing and new markets

Likelihood ° @ Impact n Q

We rely on winning and retaining Jarge contracts in both existing and new markets both of which are often
characterised by a relatively small number of major customers many of whoem are owned, controlied or funded by

local or national government.

Risk Agpet-te: Medium

This reflects that, whilst the maintenance of a secure and assured piseline s essential for continued growtn, we may choose to embrace

e 55 that we can confidently and secure'y manage.

Potential impact

Mafar custormers, particularly those with government backing, tave
significant bargaining power and can exert pressure to change,
amend or even cancel programmes and contracts. As governments
own or fund many of our major customers, political and public
spending decisions may have a significant impact on our contracts
and pipeline. For example, the UK Government’s national security
and international policy objectives control the budget of the MOD.

Whilst changes in customer policy or budgets can potentially offer

mare apportunities, they can also present risks in terms of spending

which may include:

o Radirtinne in tha numher, frennency, size, scone, profitahility
and/or duration of future contract opportunities.

+ It the case of existing contracts, early termination, non-extension
or non-renewal or lower contract spend than anticipated and
pressure to renegotiate contract terms in the customer's favour.

Favouring the retention of, or return to, inchouse service provisicn,
either generally or in the sectors in which we operate.

« Favouring small or mediur-sized suppliers or adopting a more
transactional rather than a cooperative, partnering approach to
custormer/ supplier relationships.

Favouring overseas suppliers potentially subject to lower
production costs and state subsidies.

* Imposing new or extra eligibility requirements as a condition of
doing business with the custorner that we may nat be able readily
ta camply with, or that might involve significant extra costs,
thereby affecting the profitability of doing business with them.

All defence contracts of this nature have regulations covering
contract terms and pricing, in the UK a number of our contracts with
the MOD are subject to the Single Source Contract Regulations
{SSCR}, which the Single Source Regulations Office {SSRO}
administers. The SSRO sets the baseline profit rate for single source
contracts let by the MOO on an annual basis. These regulations and
their implementation are subject to review by the UK Govemment,
which couid lead to lower returns for industry.

We may face challenges in securing contracts in new markets for 2
nurmber of reasons, These reasons may include a failure to anticipate
future market requirements, failure to align approaches with
customer expectations and a preference for, or state funding of,
domestic supptiers. The delivery of contracts may be further
challenged by commercial, legal and licensing issues which have the
potential to impact operations, recruiting, etc,

Factors which may affect existing and new markets equally, some of
which have been evident in recent years, include:
« Unforeseen regional or giobal economic developments.

« Imternational conflict and subsequent impacts on global
economy, trade and military requirements.

» Changes in government.

Mitigation

Our focus on the aerospace, defence and security markets,
together with our geographical spread, provides a degree of
portiolio diversification. We are in ongaoing dialogtie with our key
customers in order to understand their requirements, objectives
and constraints, so that we can remain as aligned with them as
possible. We monitor expenditure changes in our markets in order
to aliow us to make the appropriate adjustments. In the UK we
maintain a public listing. as we believe it is an important factor in
winning contracts and retaining our business position. particularly
with government customers.

We have a clear business strate@yv to target a large bid pipeline,
both in the UK and internaticnally. We bid for contracts we
consider have an alignment with the Group strategy and where
we Delieve we stand a realistic chance of success due to, for
example, customer understanding, domain knowledge or
technical expertise, both in the UK and overseas. As appropriate,
we aim to invest in innovation and people to prepare for new
ways of working or delivering our services.

We maintain a dialogue with our customers to understand their
intentions regarding their pipeline and any regulatory changes
that may affect that Or the viabitity of contract delivery.
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A key factor for our customers is our ability to defiver secure {T and other information assurance systems to maintain the

confidentiality of sensitive information.

sk Appetite: Low

I and Cyber Security are fundamental components to 3ancock's operanions, we continually review the emergence of cyber tnveats, in an efforr

o eradicate and mitigate the ~sk as far as Dossible.

Potential impact

We hold data that is confidential and needs protection, in an
environment of increasing cyber threat. Despite controls designed
to protect such information, there can be no guarantee that security
measures will be sufficient to prevent security breaches or cyber-
attacks being successful in their attempts to penetrate our network
security and misappropsiate confidential information or otherwise
cause harm to the Group, for example through denial of service. The
Group may be seen as a target for attack by "state acters’ from
averseas countries because of the nature of the Group's activities for
its government customers. In addition, failure to invest in our IT
infrastructure, for example in legacy systems, may create a weakness
that may lead to a breach. The risk of ioss of information or data by
other means (such as physical loss) is alsa a risk that we cannot
entirely eliminate. A breach or cormpromise of {T systemn security or
physical security at a physical site could tead to loss of reputation,
loss of business advantage, disruptions in business operations and
inability to meet contractiat abligations. Significant data breaches
or losses could lead to litigation and fines for breach of applicable
regulations such as data protection laws. This could have an adverse
effect on the Group's operaticns and its ability to win future
contracts, which may affect our overall financial condition.

Mitigation

We have made and will continue to make significant investment
in enhancing IT security and security awareness generally. We
seek to assure our data security through a multi-layered approach
that provides a hardened environment, including robust, physical
security arrangements and data resilience strategies. We have
formal security and information-assurance governance structures
in place to oversee and manage cyber security and similar risks.
We conduct comprehensive internal and externai testing of
potential vulnerabilities. To maintain organisational awareness
around cyber security, we provide cyber security education to our
staff. The Group maintains business continuity plans that cover a
range of scenarios (including loss of access to IT). We regularly
test the plans that relate to IT.
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Principal risks and management controls {continued)

Pensions

Likelihoodo Q lmpactn @

The Group has significant defined benefit pension schemes in the UK, which provide for a specified level of pension

benefits to scheme members.

Risk Apoetite: Low

3ancock uthse engagement with the Pensions schemes trustees and a paianced pension management apsroach that looks to mingate and
reduce the 1sss associated with pensions over the oumney to setting the pension obligatons.

Potential impact

Member and empioyer contributions paid into pension scheme
funds and the investment returhs made in those funds over time
have to meet the cost of the defined benefit obligations.

Various assumptions underpin the level of our cantributions.
These assumptions are subject to change, such as life expectancy
of members, gilt yields, investment returns, inflation, and regulatory
changes. Based on the assumptions used at any time, there is
always a risk of a significant shortfall in the schermes’ assets below
the calcuiated cost of the pension obfigations. For example, pension
liabitities can increase due to rising life expectancy. higher-than-

evoectad inflation rates in the fifture and lower interest rates,

if the pension trustees believe that the assets in the pension schemes
are insufficient to meet pension liabilities or if our balance sheet
strength does not meet the pension trustees’ expectations, they
may require us to make increased contributions and for tump sum
cash payments into the schemes or provide additional security from
the Group. The toughening stance of the UK Pensions Regulator
may infiuence our pension trustees’ perspectives. Increased
contributions or lump sum cash payments may reduce the cash
available to meet our other obligations ar business needs and
may restrict our future growth.

Accounting standard rufes governing the measurement of pension
{iabilities can lead to significant accounting volatility from year to
year due to the need to take account of macroeconomic
circumstances beyond the controi of the Company. Companies,
including Babcock, do not calculate actuarial valuations used for
funding on the same basis as IFRS accounting standards. This
means the future cash contributions are difficult to derive from
the Group's IFRS balance sheet.

When accounting for our defined benefit schemes, we have to
use corporate bond-related discount rates to value the pension
liabilities. Variations in bond yieids and inflationary expectations can
materially affect the pensions charge in our income statement
from year to year as well as the value of the net difference
between the pension assets and liabilities shown on our

balance sheet.

There is a risk that future accounting, regulatory and legislative
changes may aiso adversely impact pension valuations,

both accounting and funding, and, hence, costs and cash

for the Group.
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Mitigation

Group senior management undertakes continuous strategic
monitoring and evaluation of the assets and fiabilities of the pension
scheme, Management aims to increase its engagement with the
scheme trustee chairs and with the UK Pensions Regulator.

The pension scheme mitigates the risk of liability increases by
having investment strategies that hedge against interest rate and
inflation risk and using longevity swaps to limit expostre to
increasing life expectancy. Trustees use professional advisors to
assist in the hedging of risks.
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Likelihood o @ Impact n @

The Group is exposed to several risks within its supply chain, these can typically be:

= Macroeconomic condition — hign inflacon, Srexit.

= Disruption Zven's - disruptions to estabiished supoiy cnams such as natural disasters, wars, stkes,

« Suppiier Specific Challenges —we nave seen increasing disruntion from cyber-attacks on sunpliers {i.e., financial faiture of suporders).

» Par Availability for Aged Customer Assets — maintenance of customer assets that are 5o oid that it is N0t possible to source key parts or
components, or the cost of minimum guantties secomes cost or tead-ume profibitive.

Risk Appetite: Low

Babcock recognises the adverse effects of the financial resilience risk on cur balance sheet and investments, our aim being to elirminate the

risk where possible.

Potential impact

inffationary pressure on the cost of goods and services: Where
additional unplanned costs are absorbed within the contract
delivery costs and cannot be mitigated. This may lead to the cost
of third-party goods or services in our fixed-price or long-term
contracts being much higher than forecasted. potentially
imparting our profit,

Supply chain disruption: If an event causes restriction to supply, it
will either cause inflation as detailed above, or could mean that
we cannot secure supply within agreed lead-times, leading to
contracts incurring liquidated damages where we have agreed to
fixed timescales and carry the risk of supply.

Part availability for aged customer assets: If there are sole supply
components for which no alternative can be sourced, this would
mean we couid not meet cur contractual commitments to
maintenance of customer assets, leading to either of the points
above or incurring reputational damage as a safe and secure
partner to the maintenance of critical national assets.

Mitigation
Mitigation can come downstream from within the supply chain,
these include, but are not limited to:

* Where possible we have supply contract clauses which dictate
or limit inflaticnary uplift, these are either linked to national
published indices or have specific increases lower than the
head contract inflationary index. We also often enter into
leng-term supply contracts that match the head contract
duration, so the prices are fixed for the contract duration.

Pro-actively reviewing supply markets to understand best times
to renegotiate, to find the most advantageous times to
contract.

» Flowing down specific contract terms to our supply chain to
provide protection from inflation and impose some liquidated
damages to offset impacts, where possible. Although, this
would never likely cover our full exposure.

Actively engaging with customers on known sole source
compenents and implementing sensible plans to mitigate this,
ranging from end of life buys tc jointly finding aiternative
supply.

Locking to have dual sources of supply or where we have single
sources or points of failure, they would be dealt with within
local contract disaster recavery planning.

« We monitor our supply chain for risk and continuously invest in
risk tools and processes which take data from multiple sources
to ensure, where possible, that we foresee and mitigate any
potential risk impacts.

* We undertake detailed due diligence on new suppliers, the
level of due diligence is linked to the criticality of the goods or
services being provided. Where risks are identified mitigation
plans would be put in piace.

Upstream, our commercial teams aiso ensure that our customer
contracts have adequate contract protections for us in relation to
these supply chain risks, these could include:

= Ability to recover costs where inflation exceed limits, especially
in 5 years plus contracts.

« Relief from our contractual commitments where parts are
customer dictated and we cannat provide alternative sources
of supply.

= Ensure our customer contracts have relief for force majeure events
and that includes supply chain disruptions caused from those
events.
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Principal risks and management controls (continued)

Operational resilience

Likelihoodo @ Impact @

We are undertaking muitiple 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 alignment of both the
business portfolio and our property portfolio. Additionally, there are several new material apportunities that the
Group may pursue - some in new geographies - that may further stretch management bandwidth.

Risk Aopetite: Low

Given the materially adverse nature of the rsk to operat.onal resilience, 3ancock looks to recogaise and eradicate the emergence of nisks to

operations where passible, hence risk appetite being set as low.

Potential impact

All these programmes are underway concurrently, in addition to
the delivery of the Group’s services to its customers. This may put
pressure on management bandwidth to oversee all the change
programmes, as well as the regular running of the business. This

could tead to an elevated risk of mistakes or missed opportunities.

if we fail to deliver the change programmes, we will not be able
to achieve our strategic goals. Failure to deliver the change
programmes May also undermine the confidence of key
stakeholders in our future growth and plans.
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Mitigation

Management is experienced in delivering programmes of this
nature. The role of a change portfolic manager has been created
to ensure bath comipletion and synergy acrass these programimes.
There is regular monitoring of progress across all the programmes
to ensure that they remain on track, along with regular diaiogue
with customers at a senior level to ensure that delivery of our
contracts is in no way compromised. The Board receives a
monthiy report with a status update on the key change
proegrammes and major new opportunities.

in order to ensure general operational resilience, we continue
to rmonitor the emergence of business interruption events that
could materially and adversely affect the business ocperations
through our Risk Committee. For general business continuity,
we have in place IT disaster recovery and business continuity
processes that seek to reduce the impact of a such an event for
ourselves and our key suppliers. We also maintain relevant and
appropriate insurance.
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Likelihood ° @ Impact n e

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 and credit risks).

Risc Appette: Low

Babcock recognises the adverse effects of the financial resiience sk on our dalance sheet and actively manages this risk via Its capital aliocat'on
policy, substantial committed debt faci tes ang maintaining an investmen: gade credit rating aflowing access to debt capital markets,
However, this risk cannot be entirely eliminated and wiil always require anagement.

Potential impact

A lack of financia! resilience may hinder us in raising debt funding
to invest in existing or future business. The weakness also may cause
our existing banks to increase the cost of our funding. If our debt
is denominated in a currency other than Sterling, movements in
exchange rates may make that debt more costly when we repay it.

Customers andor suppliers may question our long-term
sustainability if we have a weak balance sheet, This may tighten
the terms of business on which they are prepared to contract with
us ar, in the extreme, cause them to not award work to Babcock
Jue to thei perception of sk,

Credit rating agencies may downgrade our rating, which could
increase our cost of borrowing.

The fack of financial resilience may trigger certain pension scheme
financial thresholds, requiring us to allocate further resource to
the schemes.

We could face capital allecation constraints and conseguently
have reduced capital to invest in the business to meet afl our
obligations or to pay a dividend.

In addition, if cornpanies working in the defence or nuclear sectors
were deemed to be not suitable for investment by certain investment
funds {eg due to extremely strict £SG policies) the cost and{or
avallability of capital to the Croup could be adversely affected.

Mitigation
The recent rationalisation of the Group portfolia raising proceeds
from disposals has strengthened our balance sheet during FY23

resulting in the cnly material debt of the Group being fong-term
EurcBonds.

In respect of immediate liquidity, the Group has committed bank
RCFs of £775m and £300m, neither of which were drawn as of
31 March 2023.

We are proactive in our dealings with credit rating agencies and
lenders. The Board reviews the financial position of the Group cn
a monthly basis against the Board-approved three-year plan.

The Group has a very proactive ESG agenda and regularly
communicates Group activities to assist in more informed
investment decisions by providers of capital.
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Principal risks and managernent controls {continued)

Health and safety

Likelihood o @ lmpactﬂ Q

Our operations entail the potential risk of significant harm to people and property, wherever we operate across the

world,

Risk Appette: Low

For sotn moral, financial and “eputationas reasons we would wisn to keen the risk as low as poss:bie. Th-ough the eyes of the HSc and high
nazard reguators we are legatly mandated to <eep the fsk as iow 3s reasonably oracticasie.

Potential impact

Many parts of our business involve employees and contractors
working in potentiaily hazardous erwironments, inciuding work with
hazardous materials, high energy systems and in challenging
locations. Furthermore, many of the activities that we undertake are
in high hazard industries with inherent risk of harm, such as aerial
emergency services and heavy industrial production including
shipbuilding. The risks associated with our activities and working
environments can cause harm to our people and those affected by
our operations; we work to minimise the risk exposure to as fow as
reasonably practicable. Sirniladly, the end user of our products and
services could be harmed when using our products so we introduce
mitigations in design, manutacture, and maintenance tc ensure our
products are both fit for purpose and safe.

We have moral, regulatory and iegal obligations to prevent harm,
and therc could be significant impacts if we fai! to reach the
standards and mandated requirements to adequately mitigate
against health and safety risks. Accidents and debilitating health
conditions can have major, iong-term impacts on the lives of
those directly affected and on their families, friends, cclleagues
and community. We may face criminal and civil prosecution,
which could result in substantial penalties and fines (some of
which are uninsurable); and there may also be sericus damage to
our reputation with both the public and with our customers
(whether justifiable or not). We could be prevented from operating
due to employees being unavailabie for work, investigations being
congucted, or if regulatory approval and certification is
withdrawn; potentially leading to contractual penalties due to loss
of productivity or inability to deliver the contract, which could
lead to a loss of business or future opportunities.

These impacts could occur if we cause or contribute to an
incident due to a failing on our part, or it is found that we have
failed to meet the required standards in place to mitigare these
risks. These could be caused by failing to prevent critical
equipment failure; inadequate information, poor training and
supervision; or the inadequate management of change and
learning from previous accidents,
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Mitigation

Harm to individuals may arise from faifure of processes, tools or
people and many situations have elements of all of these, so our
mitigations strive to work across these areas to reduce the
probabitity of occurrence and the severity of the impact. Health
and safety is our priarity with a low tolerance for risk of harm. [t
has aversight by the Babcock Board and Executive Committee
through monthiy monitoring of leading and lagging performance
indicators. The function is centrally led, with teams in each sector
and country working under the direction of the Group Director
and the Carporate Safety Leadership Team to support operations
to implement improvements in safety perfermance. Induction and
TdSK SPECHIL UANING DUNUS COMpEISHLy of personnel, wrilst our
communications and safety behaviours programmes are
developing an engaged safety culture of openness and fairness.
Our global management systern enabies reporting and
investigation of all events and near misses to identify and address
causes and share lessons, whilst the development of standardised
processes and ways of working provide consistency and guality
across the Group, These mitigations are integral to our
management systems, which are delivered and certified to
internaticnal standards, and assured through a programme of
internal and external assurance activities. These mitigations
enable everyone to go Home Safe tvery Day.,



» Strategic report » Governance

Climate and sustainability

» Financial Statements

Likelihood ° e Impactn @

Sustainability is an integral part of our corporate strategy, and our global business employs short- medium- and

long- term control measures to manage climate risks.

Ris< Apoetite: Low

Cur probadiity and impact scerings for the nisks reiated to Climate and Sustanability are Dased on a scenario-based metnadsiogy. We
determined that the most sigficant transiton risk is 'abour, which is expected *o ~ise, Nowever our rsk appente aliocation remalis :ow as
thes situation s hkely o matenatise in the medium and 'ong term and gives us time toamalement activities o mitigate.

Potential impact

The Group may be impacted by environmental factors, including
physical risks arising from climate change (such as floods, storms
etc as many of our sites are based at coastal locations) and
transition risks resulting from the process of adjusting to a low
carbon economy.

Additionally, if we were to cause contamination or poilution due
to failings in respect of air emissions. wastewater discharges, or
the use, handling and storage of hazardous materials and waste,
this could result in emvironmental damage and have contractual

is regulated by, and adheres to, increasing levels of naticnal and
international climate-related legislation, as well as strict disciosure
reguirements pertaining to key sustainability thermes such as
environmental protection, employee safety, community
engagement, commercial integrity, and respensible procurement.

QOur £xecutive Risk Committee and Management teams recaognise
the possibility of suppty chain disruption and facilities disturbance
due to climate-change under certain scenarios. As global demand
of energy and fue!l services changes into 2030 and 2040, it is
clear that there may be costs associated with mitigating transition
risks, in order to remain competitive within current markets. If
global GHG emissions, temperature, and consumption of natural
resources are not stabilised, this could impact delivery of our
strategy in the longer term.

Mitigation

Independent, quantified scenaric analysis was carried out in FY23,
from which our Group has identified locations at which climate-
related risk poses the greatest threat. Here we have completed
occupational health assessments of our physical mitigations and
reviewed standard risk management procedures.

Safety, Health, and Environmental Protection is core to everything
that we do at Babcock. From our commitment tast year te
investigate the feasibility of extending our Environmental
Management Systemns (EMS) across our global operations, we have
now developed Group-wide minimum envirnnmental standards
We are also investigating a Group-wide Envirgnmental Data
Management Systern, which wiil help to protect our people and
the environment in both the short term and long term.

Cuinpliance with climate regutation and the development of
transition plans are our key priorities. in addition, sectors and
regions will continue to defiver and update their climate-refated
risk registers quarterly and ensure appropriate mitigating actions
are in place.

Plan Zero 40 is cur chief mitigation mechanism to combat
transition risk and will be scated across the organisation, along
with physical inspections across all critical Babcock sites by the
end of 2024. We recognise the technological improvements
required to transition towards a Net Zerc economy for our
products and services. Our workforce is protected by the required
insurance and standards, and it will continue to be fundamental
for us to provide a safe environment for al! Babcock employees
and future generations.
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Principal risks and management controls (continued)

Technological disruption

Likelihood o g lmpactn @

We have identified three main attributes to potential technological disruption that potentially affects Babcock. The
digital change agenda both within our customers and internal to Babcock, our approach to data management and

finally the disruption of new technology offerings.

R:sk Appetite: Low

Civen the materally adverse nature of digital and data risks, Babcock Jook to recognise and eradicate the emmergence of risks 1o operalions
where possie, nence risk appetite baing set at low. Dxdioiting new technclogy n a0 aoprodriate Manner can open new markets.
However, Babcock does survey the market for new technology to develop into new opportunities. These are assessed for benefit
individually and if deemed of interest, integrated into our research and development programme and managed with project management,

Potentiaf impact

There are three impacts of technological disruption that are
mitigated by controls that are regularly reviewed:

Digital change - advancement of modern 1T and software solutions
enabiing improved insight into developing products, delivering
services and common change across business sectors and countries.
Data management - the change in digital approaches, as larger
votumes of internal and external data are being created and
processed. This must be appropriately shared, stored, and managed
Gue W setisiuviny dod seCiivy, iNew wechinology — disrupiive iinpacts
an existing products and services but also opens new opportunities
for the company if recognised and leveraged appropriately.

As 3 result, this may pressurise management bandwidth to oversee
the change programmes that rety upon the new technology or digital
solutions, and the regular running of the business. This could iead
to an elevated risk of mistakes or missed opportunities. Failure to
deliver the change programmes, will mean an inability to achieve
our strategic goals. Failing to manage these risks may undermine
the confidence of key stakeholders in our future growth plans.

Talent management, retention
and upskilling

Mitigation

Cur management is experienced in defivering programmes of this
nature, We continue to make significant investrent in enhancing 17, to
enabie management and security of the data, Additional investrment
is being made in further data analytics solutions, such as Palantir.

We have appointed an experienced team in the Chief Technology
Cfficer (CTO) organisation and set up appropriately linked teams
across group who have a track record in successfulty identifying
new technologies and bringing them through to either enhance

ik T NSy P sy P
cxisting cr introducing now products or services.

I.ike!ihoodo e Impactn e

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

Risk Appetite: Medium

Avoidance of the risk would increase costs and necessitate over-resourcing resuiting in potential negative workforce engagement and
retention. Some risk is accepted given by sharing capability across our business and compensating for skills shortages 1n particular areas.

Potential impact

Qur business delivery and future growth depend on our abitity to
recruit, develop and retain experienced, highly skilled employees
{including suitably qualified and experienced engineers, technicians,
and staff from other speciaiist skill groups}. This is compounded by
ongoing change in the skills and experience required, as technologies
and capabilities develop. Competiticn for the people we need is
high and is likely to rernain so for the future, This may be exacerbated
by nationality and reguiatory restrictions, which may prevent us
from accessing talent from the EU or wortdwide, This poses risks in
both recruiting and retaining such staff. If we have insufficient
qualified and experienced employees, this couid irnpair our service
delivery to customers or our ability to pursue new business, with
consequent risks o our financial resutts, growth, strategy and
reputation and the risk of contract ciaims. The cost of recruiting
or retaining the suitably qualified and experienced employees we
need might increase significantly depending on market conditions
including inflation. This could affect our contract profitability.
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Mitigation

We have a People Strategy, which will be delivered through our
People Programme, led by the Group's Chief Human Resources
Officer. This Programime is infarmed by waorkforce planning and
includes the upskilling of our workforce to meet future requirements;
enhancing our ability to attract talent; engagement and reward
strategies to improve retention; and buiiding better career
development opportunities for our empfoyees.

-
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Likelihood ° e |mpact @

Our businesses are subject to the laws, regulations and restrictions of the many jurisdictions in which they operate,

Risk Appetite: Low

Babcock ahways endeavours to act in line with best oractices and reguiatory requirements. Babcock has zero tolerance for requlatory risk
around risks such as ant’-bribery and corruption and modern slavery, the nsk apoetite allocation is therefore set at ‘ow.

Potential impact

The laws and regulations that we are subject to include anti-bribery
laws, import and export controls, tax, procurement rutes, human
rights laws and data protection regulations. Faiture to maintain
compliance with applicable requirements could resuit in fines and
criminal prosecution; the removal of a licence to operate;
reputational damage; cost of rectification; debarment from bidding:
loss of access to markets; and the loss of substantial business streams
{and possibie damages ciaims) and opportunities for future business.
If an applicable law or regulation changes, it rmay cause us
substantial expenditure in order to comply, which may not be
recoverabie {either fully or at all} under customer contracts.
Compliance with some regulatory requirements is a precondition for
being abie to carry on a business activity at all. For example, our
AvVIATIoD business Is subject to a high degree of reguiatiorn reiaing Lo
aircraft airworthiness and certification, as well as regulations refating
to ownership and control. Given the nature of our customers and
the markets in which we operate, as well as the services that we
provide, we believe that our reputation, not only in terms of delivery
but also in terms of behaviour, is a fundamental business asset.
Failings or misconduct (perceived or real) in dealing with a customer
or in providing services to them or on their behaif could substantially
damage our reputation with that customer or more generaly.

Acquisitions and disposals

Mitigation

We maintain internal policies and procedures in order to ensure
the Group complies with all applicable laws and regulations. We
also have suitably quaiified and experienced employees and
expert external advisors to assist on regulatory compfiance. Qur
management systems comprise of competent personnel with
clear accountabilities for operational requlatory compliance.

Senior management at Group and sector level are keenly aware of
reputational risks, which can come from many sources. Qur Code
of Conduct, together with our Ethics policy, sets cut the clear
expectations that we have of cur employees. We seek to reinforce
these values with all employees through a number of different
processes, for example our training. We encourage all our
employess tn use anrwhistiehlowing renning lines if rhey see
evidence of behaviour which is not in keeping with our values.
The Board monitors and reviews all reports and their investigations.

Likelihood o e Impact n @

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 compiex, time-consuming and expensive. If we believe that a

business is not ‘core’, we may decide to seil that business.

Risk Appetite: Medium

Babcock will continue to review potential opportunities within the market in a considered and measured way, M&A activity continues to be
inherently high risk, future M&A activity will be undertaken only where it is pessible to reduce inherent risk to its lowest tevel balanced

against potential rewards and opportunity

Potential impact

If we acquire companies, we may not realise the financial benefits
of the acquisition as expected, due to poor integration or to
acquisition husiness cases relying on market conditions or other
business assumptions that subsequently do not materialise,
challenging the logic of the acquisition decision. Those companies
that we consider to be non-core, and therefore disposal candidates,
may become distracted or demotivated or lose key empioyees,
which may lead to poor perfarmance whilst also undermining
their value to their customers and a potential buyer.

Mitigation

Cur focus is currently on aperational execution, rather than
acquisitions, with the possible exception of ‘bolt-on' acquisitions.
We will work to enhance our acquisiticn and integration capability
so that we are ready at the appropriate time in the future. We will
clearly communicate our disposal strategy and put in place the
appropriate transaction resource to prioritise the disposals.
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Going concern and viability statement

Going concern and viability

statement

Overview

The Directos have undertaken reviews of the business financ.al
terecasts, 1y order to assess whetner the Group has adeguate
resources to conbinue n ooerational existence for the fareseeabie
future and as such can cont’nue to adopt the going concemn bas;s
of account:ing.

The Directors have aiso iooked further out to consider the viability
of tne business to test whetne- they have a reasonable expectation
tiaf the Group will continue in operation and meet its iigoilities as
they fall due.

For assessing going concern, the Board considered the 12 month
period from the date of signing the Group’s financial statements for
the year ended 31 March 2023. For viability, the Board looked at a
five-year view as this is the period over which the Group prepares its
strategic plan forecasts.

The use of a five-year period provides a ptanning tool against which
long term decisions can be made concerning strategic prorties,
addressing the Croup’s stated net zero target and climate-re‘ated
risks and oppartunities, funding requirements {(including
commitments to Greup pension schemes), returns made o

L T B ey ] e L - [ Ralk] - ire
choroho'dor, copttal mpenditure 2nd roscurce glanning.

The annually prepared budgets and forecasts are compited using a
pottom-up process, aggregaing those from the individual business
uruts o secter level budgets and forecasts. Those sector submissions
and the consolidated Group budget and forecasts are then
reviewed by the Board and used tc monitor bus.ness perfurmance.

The Board considered the budgets aiongside the Group's available
finances, strategy, business model, market outlock and principal
nsks. The process for ident:fymg ard managing the principai risks of
the Group is set out 16 the Principal risks and management cantrols
section on page 87, The Board also considered the mitigation
measures being put in place and patential for further mitigaticn,

The Becard considers that the long-term prospects of the Group
underpin its conciusions an viability. As outlined in our strategy,
tusiness madei ang markets surmimaries on pages 6, 18 and 20 of
this repert, our prospects are supparted by:

« a diverse pertfolio ¢f businesses based an well-established market
positions, focussed on naval engineering, support and systems,
and on critical services in our core defence and civil markets. in
Y23 62% of Group sales were defence related and 38% civil;

* ageographically diverse business with a high proportion of sales
to governments and other major pame defence contractors. in
FY23, 61% of saltes were to defence and civil customers in the UK.
and 39% were ‘nternational;

+ long-term visibility of sales and future sale prospects through an
order backlog of £9.5 billion as at 31 March 2023, including
incumbent positions on major defence programmes; and

« market positions underpinned by a highly skilled workforce,
inteltectual property assets and prepnetary know-how, which are
safeguarded and developed for the future by custamer and
Group-funded investment.

Available financing

As at 31 March 2023, net deb! exc’uding aperating leases was
£346.2 milion and the Cronp therefore had liquidity headroom
of £1.8 billion, includiag net casn of £0.5 aithon and undraw:n
facmives of £1.2 peion. These faciities are considered more than
adequate to rreet cuent and otner liasilities as they fall due, and
supports the Group's negative working caoital position largely arising
from secuting customer advances ahead of contract work stating.
Al of the Group's facilities mature during the viability period, and
therefore 'n assessing liquidity 1n future pervieds we have assurned
that It will be possible to re-finance the Group’s facilities at current
market rates.

As of Wty 2023, the Group's committed facilities and bonds
totalling £1.9 billion were as follows:
= £300 million three-year RCF matuning 20 May 2024

Existing £775 million revolving credit facility (RCF), of which £45
million matures on 28 August 2025 and £730 million matures
28 August 2026

« £300 milion bond maturing 5 Cctober 2026

« €550 milkon bond, hedged at £493 million, matuang 13
Septemper 2027

* Twa committed overdraft facilities rotalling £100 miliion

The RCFs are the only facilities with covenants attached. The key
covenant ratos are (i) net debt 1c EBITDA (gearing rato) of 3.5x (i)
and EBITDA to net interest {interest cover) of 4.0x. These are
measured twice per year — on 30 September and 371 March.

The RCF lenders are fully committed to advance funds under the
RCF 1o the Croup. provided that the Group has satisfied the usual
ongoing underiakings, and the creditworthiness of the Group’s
relationship banks 1s ¢losey monitored. Based on their credit ratings
we have no credit concerns with our reationship banks. Given the
importance of the RCFs to the Group's tiquidity position, our
assessments of gong concern and vighifity have tested the Group’s
gearing ratio, interest cover and liquidity headroom throughout the
period under review up to their current maturity dates.

Base case scenario

The base case budget shows significant levels of headroom against
bath financial cavenants and liquidity headroom based on the
current commutted facilities autlined above. That base case largely
assumes we maintain our incumbent programme positions if re let
during the five year period, with margin recovery if they are
currenty below the Group average. Many opportunities available to
the Group, where we do not yet have high conviction of securing
tne work, have been excluded from the Base Case to seek to
maintain a degree of caution.

it also assumes that the impact of current inflationary pressures can
be manageg within contract estimates assumed in our planning.
The base case assumes nc further reshaping of the business
portfaiic, s it 1s not dependent upon any future cash proceeds
from divestments. It also maintains pension deficit contributions in
excess of income statement charges of around £63 miilion reiating
to FY24 and around £63 mullicn relating to FY25.
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Reverse stress testing of the base case

To assess the feve! of neadroom within the avanrable faciities, a
reverse stress test was performed to see whart leve: of performnance
deterioration aga'nst the base case budgets and forecasts [in both
EBITDA and net debt) was required to challenge covenant feveis.

Of the remaining measure vent po.nts withen the available facility
period, the lowest required reduct-on in forecast SBITDA to hit the
gearing covenant level was £ 115 million and the lowest net deot
ncrease was 67%. The iowest required reduction inforecast 23i7DA
to hit the interest cover cavenant was £174 million. Given the
mitigating actions that are available and within managernent’s
control, such movements are not considered plausible.

Severe but plausible downside scenarios

The Directors also considered a series of severe but plausible
downside scenarios which are sensitivities run against the base case
budget and forecasts for the duration of the assessment period.
These sensitivities include - separately — a reduction in bid pipeline
closure {business winning), a deterioration in large programme
performance across the Group {including further inflation cost
increases, or related failures in suppiier resilience, as per cur principat
risks), a deterioration in the Group's working capital position and a
ceguiatul npused Ledaalivn iy Lvew L1 L dargest alitialt
fleets in the Croup. Al' of these separate scenarios showed
compiiance with the financial covenants throughout the period.

As with any company or group, it would be possible, however
untikery, to modei individual risks or combinations of risks that
would threaten the financiar viabiiity of the Croup. The Board has
not sought to model events where 1t considers the likelihood of
such events not to be plausible. In prepanng a combined severe
but plausisle (SBP) downside case, the Board considered the feed of
indiidual risks frem the sectors covering the above sensitivities.
Cverall there were .90 profit and cash flow risks identified.

A simpie aggregation of all of these risks 1s not considered plausible
as the Group operates businesses and contracts which run largely
independentiy of each other, albeit with a relatively small number
of custormers within each geography.

» Financial Statements

The majority of these identified risks were seen as ‘sector
independent’ {ie there is no direct "ead across from one sector to
another). Asmail numaoer are deemed 'non independent’ eg
inflation, FX etc. The 3oard decded to ‘nclude :nits combined S8P
downside ali the 'non sndesendent’ risks without reduction, but
reduced tne aggregatcn of the ‘sector independent’ risks by 25%
to reflect the ‘mpiausibility of all such risks fully crystadising within
the same Deriod.

if such a severe downturn were fo occur in the Groud's
performance, the Board would take mitigation measures to orofect
the Group in the short term. Such profit and cash mitigation
measures that are deemed entirely within the control of the Croup
and identified as pant of the sector budgeting exercise have been
included in the SBP scenario (eg cancetlling pay rises and bonus
awards, curtalling uncommitted capital expenditure and
operational spend including R&D and other investment).

Despite the seventy of the above combined SBP scenario, the
Group maintained a sufficient armount of headroom against the
financial covenants within its borrowing facilities, and sufficient
liquidity when compared against existing facilities.

Going concern assessment and
viability conclusion
Based on our review, the Directors have a reasorable expectation

that the Group has adequate resources to continue as a going concern
for at ieast 12 months from the date of these financial staternents.

As such, these financial statements have been prepared on the
geing cancen basis. The Directors do not belleve there are any
material uncertainties to disciose in relation to the Croup's ability to
continue as @ guing cencem.

in concluding on the financial viabllity of the Graup. having
considered the scenarios outlined above, the Directors have a
reasonabte expectaticn that the Company and the Group will be
able to continue in operation and meet alk its liabllities as they fall
due up to March 2028,
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Governance statement

Chair’s introduction

Dear fellow Shareholder

Thus year has been our second year of transformat.on. The Board's
governance focus has again been to oversee the implemenztation of
the suite of changes and improvements initiated in response ta the
weaknesses wdentified in FY21 and to assure ourselves that the
resulting control and cversignt framework s robust. Key aspects
coveredin the year have been:

Strengthened Group-wide capabilities
and processes

We have continued with the roli-cut of our new Gperating Model
intreduced in FY21, strengthening a number of key Croup-wide
functions and establishing common Group-wide processes. These
undepin the management of some of the Group's key ~sks, for
example. project and contract performance, and talent. Dunng the
year the Board has had presentations from the neads of
procurement, project management, pecpie, risk, treasury, and
msurance and nas reviewed the progress and status 'n enhancing
aur capatiity and performance i these dreas.

Controls enhancement programme

The Board has received regular updates from the Audit Committee on
the ongoing programme cf controls enhancernent. This fallaws on
from the work last year to strengthen financial controls, in particuiar in
Head Office, Aviation and Land sectors, This vear, we have defined a
new ambition for our control approach which is designed te meet the
anticipated requirements of the revision of the UK's cerporate
reporting and audit regime, We have had the programme
benchmarked for adequacy and effectiveness. Fuli implementaticn
will be a multi-year programrme but 0 FY23 we set out a workplan
based on clear proritisation and this has been delivered. Full detalls
are available in the Audit Committee report on pages 125 and 127,

The Board considered the conclusion of the Finangial Reporting
Council’s review of Pw('s audit of Babcock’s financial statements
for Y17 and FY 18, which it published on & March 2023,

The Audit Committee reviewed the Council's decision together
with a detaed assessment of the findings to assure the Board that
all the findings were addressed through a combination of the
Contract Profitabitity and Balance Sheet review, our control
enhiancement programime, of i1 some instances the disposal of
pusinesses as part of our pertfalio rationalisaticn programme.

Board membership and effectiveness

Further pregress has been made to strengthen the Board. This year
we have welcormed lane Manarty who trings financial and accounting
skills, an area identified as requiring enhancement, as well as extensive
experience of diverse businesses from her restrictunng work at KPMG.
Since her executive career, sne has held a number of Noo-Executive
roles inciuding at NG Batley Group Limited, an engineering and
services business, and at Mitchelis & Butier plc where sne is the
Semior Independent Directcr. fane has joined both the Audit and
Remuneration Committees, as well as the Nemunations Commtttee.

Following the year end, we have concluded 3 search for a Board
member with extensive Defence sector experience which was
an area raisec with us In some conversations with sharehalders.
We were pleased to welcorne Sir Keyin Srmuth as a Non-Executive
Director an 1 lune. Sir Kevin spent aver 20 years at BAe and was
then the CEQ of GKN for eight years. Since his executive career,
Sir Kevin spent several years working with Unitas Capital, a
private equity fim based in Hong Kong, ane has been a
Nen-Executive Directer at Rolis Royce pricr te stepping down

in May 2023. Sir Kewin joins the Acdit Committee as wetl as

the Nominations Committee.
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Having conducted an external Board review process 'n both Fy21
and FY22, this year we elected for an internal review whicn
Carl-Peter Forster led in his role as Senior Independent Diector,
The review confirmed that ad directors find the Board cl.mate to
be oper and inclusive. Areas for ongoing attention were far

the Board tc continue our work on overseeing the cuntrol
improvenent programme, to continue o butld out our strategy
frameworx as we look beyond the focus on transformnation, and
to continue to develop cur forward-iooking agenda. For more
information, nlease see page 120.

People and Culture

A key aspect of the overalt transformation of Babcock s the shift to
becoming a more peoplie-focused organisation. During the year the
Board has had a number of sessions with the Chief HR Officer and
members of her team to review progress on the implementation of
the first-ever Group-wide People Strategy, which was built around
our Purpose and Principies, as well as Inclusicn and Diversity. One of
the aims of our Purpose and Principies s ta reinforce a one company
culture. During the year, a key step towards this was the launch of
the Babcock Role Framework which maps each role within Babcock
in one of five career pathways. We now have a commgn language
across the organisation that will heip all our emnlovees to naviaate
opportunities at Babcock. This framewaork will not oniy improve our
peopie processes. but -t will aiso promote equality of opportunity.

Engagement

With the caging of COVID 190 restrictions, over Lie lasl yed Lie Buaid
has been able to re-start 45 wisits to Babcock sites, In luiy, the Board
visited the Land site at Bovington fo see the improvements in our DSC
programrre {our contract t¢ support the British Army’s armoured
fleet). Asweli as reviews of the DSG programme and developments at
the Bovington site, the Board spent several hours out 1in the workpiace
i smali groups, hearing about peopie’s work, their views on progress
at the site and at Babock, and their thoughts on abstacies and areas
for improvement.

Lord Parker continues to visit sites and engage with staft in nis role
as Director for employee engagement. In the year, he has visited
Devenport, Bovington and RAF Valley. His reports following these
visits give the Board insights into the impact of the decisions being
made and how our colieagues receive and interpret them.

Additional visits have been made by Board members during the year
and this is being encouraged to enable first-hand experience of the
proygiess being mede against the Croup’s key tansformation priorities.

We also had the benefit of our Clobal People Survey. The very rich
insights from the Survey gave the Board a clear picture of those areas
we are deing well in {like health & safety) and thase areas that we
could improve (such as scepticism that Babcock would act as a result
of the sunvey, and reward & recegnition). The Board discussion about
the Survey findings emphasised the criticality of visible action being
taken, both at Group and local level. The Company's action plan,
which was based on the 1800 improverment actions logged under
the Survey, was reviewed. Some of the actions were small and locat
such as various improvermnents in employee facilities while others were
more Group-wide such as implementing our globat volunteering
nolicy, which gives employees the opportunity to take one working
day paid leave a year to do volunteering work with their chosen
charity. We are pleased that we have already completed 300 actions.
The Board will receive updates on progress on a regular basis.

To ensure we understand the views of you, our shareholders, we
interact i a number of ways. Ou- Bxecutve Directors have reguiar
meetings with shasenoiders a-ound the announcement of our fuil
year ana our ha'f resuits. As your Chair, | always welcome
opportunities to Near the views of shareholders directly and this year

I held a senes of meerings wit1 some of our targest holders during the
year, On behalf of the Remunerat:on Committee, Carl-Peter engaged
with shareholders owning over 60% of the Company to hear their
views in respect of ous new remuneration noiicy. For more
information, please see pages 131to 132.

ESG

Through cur engagements with stakehclders, we understand the
importance they attach to ESG, diversity and the cost-of-living crisis
and have responded in a number of ways.

Considering the cost-of-iving crisis, the Board welcomed the Company’s
UK-wide pay settlement for FY23 that sought to prioritise those most
impacted by the crisis, awarding a standard annual salary increase to
alt JK employees except for the highest earners. We complemented
the pay settlement by 'aunching the new Bahcock Employee Assistance
Programrme that provides free confidential practicat advice for all our
UK employees to help them manage life’s complexities. We are proud
of the contriputton 8abcock maxkes through emplaoyment oppaortunities,
training, or supply chain expenditiure 1o the communities in which we
work. To highlight that contribution, in the year, we commissioned a
report by an independent advisory firm to analyse our ‘mpact on the
{IK econnmy For mere anformation, please see pages 78 and 79.

The Board has 'ong held the view that tc attract and retamn the best
talent we rnust be able to nurture staff with much broader diversity of
backgrounds than our historic workfarce. As | mentioned above, we
believe that the new Bahcock Roie Frarmewaork will support our progress.
Furthermore, the Group has now estatlished a Global Head of Inclusicn
and Diversity, reparting directly to the Chief HR Officer, to champion
Babcock's appreach. She attended the Board te present plans for
creating an inclusive work environment and driving results. 8abcock’s
response 15 based on three piliars — insight & data, policy & programmes,
and education & awareness. These pillars will enable us to develop
cur strategy, measure our progress, and embed our approach ,m our
one company culture. For more information, please see page 75.

Finally in respect of the Environment, following the adeption last year
of Plan Zero 40, cur commitment to get to Net Zero carbon emission
across our estate, assets and operations by 2040, we have been maturing
ouir plans to achieve this The Rnard has had two updates on the progress
rmade and was pleased that we are on track for submission of science-
based targets during FY24. For more informatian, please see page 64.

Priorities for FY24

For FY24, the Board and s Committees will continue to support
the turnaround through its execution phase. We wili do this by:

* Providing assurance on the control enhancement programime
» Cverseeing the development of our ESC initiatives to make our
business mere sustainable and more diverse

i hope my surmmary above has given you a sense of the Boaird’s
activities guring FY23 and our ambitions for the future. | look
forward tc meeting ycu at our ACM on 28 September 2023,

Ruth Cairnie
Chair
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Governance statement (continued}

Board of Directors

1. Ruth Cairnie
Cnar
Appointed: Az 2G5

Skills and experience: fut b ngs extensve
expenence of L ¢ engmecnng scotor ganed rrom
a 37 yeal niernationai ( cieer SEarsirg sesinorn
fnchenzg and ine rales at Roya Dutcn shel) oy
Sre kas expar ence advising government
departments on sirategic vevercpment arg
capatil ty 5t d ng. S7e ras seen 4 Non-Execut ve
Dmector of Rel's Royee He dings pic, Confourd oba
o€ and ®eler Croup PLC, ard 3 memger of the
finance comimittee of the L versity of Carmbr dge.
Sre s a fellow of the Erergy Inst tute and previously
Crai-of PCWERD Wormer.. Rutr s a Master of
Advanced Studies i Mall emarics from the
Lriversity of Carnbridge and holds a BSc lant
Honours i1 Mathemat ¢ and Pnys'cs from the
Univer s.ty of B stel

Current external appointments: Ruth s
currerity 2 Nep-Executive Cirecter of BT Croup pic
ane Assocated Bet sh Feods plc, Sre s Patron

of the Women in Detence Charter, a trustee of

W ndsor Ledadersnip and a Uustee of the Whte
E1sign Assoc’at o,

2. David Lockwood OBE O
Chief Dxecutive Gfficer
Appointed: Sentember 2020

Skills and experience: Cavd 2 ngs w de ranig ng
aiowedge of t-e defence a~d avaticn marsets, as
we'' as a wealth of exper ence +n botr fec~no-0gy
ard snovaticn. Cawd was CEQ of Cobram gic
{from 2C16 tc Mares 2C2C) and proric trat re
was CEC of La v FLC (from 20712 to September 2016)
His career nudes senicl management roles at BT
Cioba: Services, BAE Systems ard T-awes Carperation.
He recewved an CBE for services to ndustty n
Scotland in 2¢1 1. Dawd has a degree 'n Mathematics
from tr e University of York and s a Crartered
Accountant, He s a Ferow of tre Royal Aeronaut.car
Socrety and te Royas Society of Arts and Commece.

Current external appointments: None
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3. David Meilors £

Chef Financia Cff.cer
Appointed: Novemoe 2020

Skills and experience: [Lavd orings extensve
G eaperence e the detenc e, aercspace and
comsercal markets, Gavidd was previcusty CFO
ot Copham ple ane prior te that e was CFG of
Cnet Q Croup o ¢ from 2C08 ke 2076 ard alse
served asinterm Chef Frecut ve for ¢ e od.
His cereer nCUCes serior roles 2t Lagica P,
CME ple and Rie finte PLO. Lavid Fas a degree 1
Prysics fren Cxford Ureversity and s 2 member
ctthe Insttute ¢f Chamered ACCountanisIn
England anc vz es.

Current external appointments: Ncne

4, Carl-Peter Forster
Senwr Incependent Cirector

O
0
Appainted: lute 2020

Skilis and experience: Cari Peter, a dual Cornan
ang Britsm nationar, onngs exte1sive manufactu- 1g
and nte-rat ong evne-ence, Car -Peter ~as hed
sen 07 eadersn post ans n some of the wer d's
‘argest automot ve Manufacturess, including By,
Cenerg Mators and Tata Motors [ e uding laguar
rang Rever). He was a s¢ oreveusly a Nor-Executive
D recter of Rexam PLC and Jods-Rovee po.
Car-Pete” ~oids a dooma n Econormics from Bonn
Lavestyad @ dipiema nAeronautica. E1g-neer ny
from tre Tecmnica. Lo vers.ty i1 Munich,

Current external appointments: Car-Peter s
currenty the Crar of Crernnng Croup PLC and the
Crarcfesuvius 2c.

Franca stats ety 2043

5. John Ramsay (A

Ihdependent Nor Execut ve Director
Appeinted: 314 y 7022

Skills and experience: lcnn, a Charteren
Acccuntant, brings with mim over 30 years of
mternatona susness and tinance expe: ence

He seryec as Chie” hirznoal Chhice af Syrigente Al
from 2007 te: 2016, ard nter m Crief Execut ve
Citcer of Syngenta frem Cctober 2015 to ine
2016. Pror to orming Syngenta, he heid senvor
inte-rat-onai finance roey wit™ Zeneca
Agrocherm.cars and ICH

Current external appointments: Ichn s a
memoer of the Superviscry Board at Korinkl ke
CSM NV and s 2 Non-Erecutve Crrector or Croda
Internatonz PLC and REI Magnes 13 N.v. He s Audit
Committee Crar at eac ¢f these campanies,

6. Lucy Dimes (A
Independent Nen-Executve Rirector o

Appainted: Apri 20718

Skills and experience: Lucy 3115 mxper ence

" ndustries at toe ferefront of growth and
tec~nology-ased Nnovatien and an uide-stand g
of comp ex outscurc ng and geba strategic
Jarnecsnios, having been the Chief Strategy and
T-ansformat on Officer of v'rg n Maney LK Pic. tre
CEC of UBM EMEA and Cnief Execut ve Cfficer, UK &
Ire:ard, of Fuy'tsu. She nas also ~eid senicr ro es at
Equiits Group. Acate, tucent (now Nok'a) and BT,
iucy was 2 Non-Execut ve Cirector of Berendsen
PLC arc @ member cf jts Auc t. Remuneration anc
MNemisat ons Commitrees. tacy helcs an MBA frem
Lenden Bus:ness Scmcol and 2 degree n Busriess
Stud es from Manchester Metropo-tan Lrvers ty,

Current external appointments: Lucy s tre Char
of icmart plc.
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7. The Right Honourable [~ ]
The Lord Parker of
Minsmere, GCVO, KCB

Incepoadent Mon Dreculive ©reciil
Appaointed: Ncverrber 2020

Skills and experience: Lard Fasxar br ngs extensve
experence of working at the mighest evel of publ'c
servce nciuding a focus on new technc-ogy centrec
change 4rd chatndien g ncusos. lord Parke! Ras
"30d eng career 0 awide range of Katcna security
ard ntetigence roles in the UK, wrich cuimimgted
i bm beceming the Directer Ceneral of MIS, t-e
Lk Covernmment's natianal secunity agency, 16 012
Fe retrred fram trisiele i 2020, Lord Parker s a
graduate of Natura: Scierces frcm Carmbrdge Lniversity,

Current external appeointments: | or¢ Chambertan
{~ead of the Royal Househeld). member of the House
of Lords, Board Adwisor tc Telcent Ltd, Dist nguished
Fellow at the Royal United Services institute and
Wesiting Prafesser at Northumbna Lniversity.
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8. Jane Moriarty

Independent Nor-Executive Director 0
Appointed: Decemper 2C22

Skills and experience: lane. 27 I sr faticna

and 2 Chartered Accountant, trngs wth ner aver
30 years Gf intenationai bus ress and finance
experence. Aftera ong executive career witl
KPMC, where sne was a senicr adv scry partner,
fane mas ~elg g numuer of Non-Frecutive ro.es.

Current external appointments: lane 15 3

Neon Executve Directar of Mitchels & Butlers pie,
where she chairs the audit commettee and is & so
Senicr Indecendent Director, and Tre Quarte Croup
tnc. wrere ste chairs the audit and rernunerat on
coammittees as wel' as berng the Wice Crair. Sre s
350 4 Noo-Executive Director at NG Baley.

Appointment key
e Executive Committee

0 Audit Committee

o Remuneration Committes
o Nominations Committee

. Board Committee Chair

9. Sir Kevin Smith )
Independent Non Execostwe Drecror o
Appaointed: lune 2023

Skills and experience: v Kev n spent amaust 2C
years at BAE Systemis ale predarn ractiy ono s
Muitary A rcraft Covsion and BAe Defence oefore
vecaming Groud Managing Drrcctor wth
espansibi it es for new business ard -nternatonal
stralegy. Fallow ng tm7s Sit Kevin asined tre Bua+d
ct GEMN PLC, the FTSE hsted gleual engineenirg and
ranufactur-ng company, nibally leading the
Aergsoace and Deferce businesses, and tren
servitg 9 years as Croup Chief Executive. He went
on t6 spend 4 years in Hong Kong 33 a Partrier at
Crites Capital and s non execut,ve career Inciuces
8 years af Rolls Royce where ~e served as Senvor
Independent Cirector.

Current external appointments: None

The Board confirms that for the year ended 31 March 2023, the principles of good corporate governance contained in the 2018 UK Corporate
Governance Code {the Code} have been consistently applied and ali provisions complied with, except provision 24, as, following the retirement
of Russ Houlder in luly 2022, the Audit Committee only had two members untit the appointment of Jane Moriarty in December 2022, As the
Audit Committee had completed the work connected to the FY22 audit and knew that a search was well advanced to appoint lane Moriarty,
it was satisfied that it could continue its oversight role and provide appropriate challenge to managerment with just two members for an interim
period of four months, during which time there was only two meetings of the Committee. With the appointment of lane Moriarty, the
non-compliance with provision 24 was resalved, and the membership was increased to four in lune 2023 with the appointment of Sir Kevin Smith.

We have structured this Governance report to describe how the Company has applied the Code principles in line with its five categories:

110-115 Board leadership and Company Purpose
116-117 Division of responsibilities

118-123 Composition, succession znd evaluation
124-130 Audit, risk and internal control

131-152 Remuneration
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Governance statement {continued)

Board leadership
and company purpose

Board leadership

Maintaining the highest standards of governance is integral to the successful delivery of our
strategy. Our governance framework ensures that the Board provides effective leadership in
both making decisions and maintaining oversight, mapping where accountability resides and
playing a key role in our internal controls.

The Board

The Board's role is to lead the Group for the long-term sustainable success of Babcock by setting our strategy and supervising
the conduct of the Group’s activities within a framework of prudent and effective internal controls.

The Board has adopted a schedule of matters reserved for its, or its Committees’, specific approval {see page 117).
For other matters, autherity is delegated to management accerding to a delegation matrix.

-

Audit Committee

Responsible for overseeing the Company’s
systerms for internal financial controf, risk
management and financal ceporting.

See pages 124 ta 130,

Principal Board Committees

Remunetation Committee

Determines the Remuneration polcy for the
txecutive pirectors and s responsible for
oversight of rhe remuneration policies and
practices relating te “te wider workfoice.

See pages 131 ro 152,

Nominations Committee

Reviews the composition of the Board,
considers siicression planning at both Board
ard serior management level and leads the
process of appointments 1o the Boara

Sew pages 122 Lo 123

Group Executive Committee

Reviews and discusses all matters of material significance to the CGroup’s management, operational and financial performance, as well as
strategic develocpment. The Committee consists of the CEQ, the CFO, the Chief Corporate Affairs Officer, the Chief Executive Nuclear, )
the Chief Executive Marine, the Chief Executive Land, the Chief Executive Aviation, the Chief Executive Africa, the Chief Executive !
Australasia, the Chief Executive Canada, the Chief HR Officer, the Chief Technology Officer, the Chief of Staff and the Group Company
Secretary and Ceneral Counsel.

Corporate £5G Commiittee

Responsible for Group-wide ESC
Initiatives, the maragement of
chmate-related issues and driving
the wider sustainability agends.,
The Committee 1s charec by the
Chief Corporate Affairs QOfficer
and members include the Chief
Human Resources Officer and the
Craup Campany Secretdry and
Cereral Counsel. Reporting to the
Comrittee are the Inclusion and
Diversity Steering Group and the
Carbon, TCFD and Communities
znd Sponscrship working groups,

See page 67,
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Principal Management Committees

Corporate Safety
Leadership Team

Leads the development and
implementation of policies,
standards and expectations
for health, safety and
environmental 1ssues with &
massion that everyone goes
‘Home Safe Every Cay'.

See page 100.

2epoitand Frodec g stetemients 2

Group Information
Security Committee

Prowides governance,
direction and assurance that
the Babcock secunty posture
is appropriate and that
Babcock’s empioyees,
customers, other stakeholders
and reputation are protected.
Members include the Croup
SIRO, CTO, GO and CiSO.

See page 85.

Group Risk Committee

Provides leadeiship and aversight
af the Group's risk management
framewark acting as an interface
between the Audit Committee and
the business, keeping the Principal
Risks ard Uncertainties and their
mitigations and control under
continual challenge and review.
The Commitiee s chared by the
Chief Corparate Affairs Gfficer
and the membership comprises the
Group Director of Internal Audit,
Risk Assurance and Insurance and
mermbers of the Group Fxecutive
Committee

See page 89.



» Strategic report

Company purpose

The 3pard sets the Company's Puspose and its alignment to strategy.
assessing the iong-term sustainalbie future of the Grouy dod 1t Lpdct
on xey sta<enoiders whie <ee3ing a watcnful eye o1 the culture of
the Grous to ensure that eveiybody understands their o'e 1n
promoting the success of The Company as they deliver aganst The
bus ness madel. Cur 2rincipies of be curous, tunk: autcomes, e
kind, coi'aporate, be calirageous, and own & deliver underoin our
Purnose and dive the transformat on of our cuiture.

Effective decision-making and oversight

The Board has an annual ptan of business around which the Chair,
CEG and Company Secretary structure agendas and consider the
current status of projects, strategic work streams and the averarching
operating context. Standing agenda items and papers are presented
at each Board meeting: other matters are considered on 3 less
frequent but regular basis. Appropriate amounts of time are
allocated to items of business to allow for open and frank debate
and encourage intormed decision-making.

All scheduled meetings consider

= rlealth and safety reports
Cooiahond wpdaie

= Financiar update

e Investor relations update

+ legal/governance reports

» Conflicts of interest review

« Reports from Chairs of Remunerat:on, Audit and
Nominations Commitiees

Regularly the Board considers

+ Strategy update, inciuding ESC

+ Review of major risks anc emerging rsks

+ Review of financal and nen-financiai controls

« Dejegated authaorities

« Committee terms of reference

« Whistleblowing reports {with an additional annuai review in
the context of the ethics review)

« Annual ethics review

= Madern Slavery Transparency Statement

* Deep-dive presentations from sectors, direct reporting countries,
and Group functions, for example T and security, procurement
and pensions

« Results announcements, Annual Repert and Notice of Annual
Ceneral Meeting

How the Board monitors culture

The Board believes that the right culture is essential to
support the delivery of strategy and seeks to manitor the
culture throughout the Group.

Leading by example

Cur Directors and senior managers act with integrity and
lead by example, promoting ocur culture to cur employees
through living our Principles which are: be curious; be
kind; be courageous; think outcomes: coilaborate and
own & deliver,

Listening to our people

Our designated Non-Executive Director for employee
engagement visits sites, talks to employees and reports
back to the Board. Questions and feedback are received
from employees to the CEC's dedicated email *Ask David®
as well as from employee forums and surveys. This year
saw our first Group-wide employee engagement survey in
over a decade. The Board reviewed the results of the
survey and an action plan for responding to those results.

= See page 78

Ethics and whistieblowing

Whistleblowing lines are available throughout our business
for reperting any departure from cur values. The Board
reviews all whistleblowing reports, together with their
outcomes, on a regular basis as well as via an annual review.

Other cultural indicators

The Board reqularly receives health and safety metrics and
thematic reviews through its regular ‘People’ reviews.

Further ‘nformation on the Purpose and Principles
and cuitural change gverseen by the Board durng
the year can be found on page 5 and throughout
the Strategic report.

Setting and overseeing strategy

During FY23 the Board hetd its dedicated strateqgy review meating
in luly 2022, The Board held the meeting off-site and combined it
wrth a visit to our Land operations at Bovington. At the meeting,
the Board assessed the Cormpany's current position against the strategic
ptan announced in July 2021 and began to define its ten-year
strategic direction, In addition to its dedicated review, the Board
has regular updates throughout the year, as the Board believes that
strategy is a dynamic process which benefits from regular Board
engagement supported by dedicated deep-dive review sessions.

strategy overseen by the Board can be seen ¢n

More infermation on the impiementation of the
pages 6 and 7 and throughout the Strategic report.
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Governance statement {continued)

Board leadership and company purpose ;

continued

Factoring our stakeholders into our decision-making

in orde- to deliver the best outcome for the Company we nave to undesstand our staxehorders’ anorties and ten factor these into our
decision-making. Accordingsy, the 3oard woks to estashsn and mantan st'ong stakehoider relationsnos. An understanding of stakehosder
views at 3oard level is gathered via a combination of direct and indirect engageiment.

Derails of how the Directors receive information on our key staeho!des and how they engage with them directly to support effective

decision-making and oversgnt arg set out Delow.

This section, tarougn to page 113, forms dart

of tne §172!

=y

1) statement which can be found :n the Strategic report on page 57.

u Further information on how the Company engages with its stakeholders can be found on pages 56 and 57.

How the Board engages

Information flow to the Board

Direct Board engagement

Measures reviewed by the Board
to assess effectiveness of engagement’

Customers ¢« Manthiy written reports from
Executive Directors include

material customer matters

» Sector CEGs and the Fxecutive
Directors give briefings at
Board meetings

Investors .

Reparts froms Investor Relatong
= Treasury reports

= frvestor meetings {roadshow

« ACM

Bottom-up reports fram tord
Parker. the Director designated
for workforce engagement

« Clobal Peopie Survey, our first
unifcrm survey in over a
decade

Employees .

« Top-down reports from
the CHRO

Principal trade union meet'ng
with the CEQ and the CHRO

Whistlehlowing reperts

112

During the year the Executive Drrectors
had requ'ar meet'ngs with the Group's
key customers.

The Board engaged directy with 13
mvestors, princlipally through the
Executve Directors, David Lockwoad and
Cavid Mellers. The Comrittee Chairs are
available to meet shareno-ders when
required. Duning FY23. the Chair of the
Remuneration Committee consulted with
snarehoiders regarding the refreshing of
our Remuneratan poiicy. Qur ACM gves
the Board an arinua opportunity to meet
with private ipvestors and for them™ £o ask
questions direct to the Beard.

Lorg Parkei, the Directar respensioie for
workforce engagement, visited our
operations at Bovington, where we
support the Brmisn Army's armoured fleet,
RAF Valley, where we support the RAFs
flight training, and Devongort, where we
support the Royal Navy's submarine and
surface fieer during the year, with over
100 employees attending € engagement
sessions. After his wisits, Lord Parker gave
an overview of his findings ta the Board.
Other members of the Board rmeet with
employees during their visits to our sites.
Additionaily, the CEO engages with
employees Group-wide v'a viogs and
employees can contact him directly via a
dedicated email address. Members of the
senicr leadership team regularly present
to the Board.

Babcuck Internaticnal Grout PLC 7 Anr e Pepn T e Fresa & stelemenst: 2005

-

Order intake by sector

Safety balanced scorecard
including leadership scores
Major operational programmes
RAG status

Underlying operating profit

Operating cash flow

Analysis of share register

movements

investor feedback from results

presentat’ons and \nvestor meetings !
AGM feedback and voting from

shareholders and proxy agencies

Participation 7ate and engagemant
score :n Global People Survey

Safety balanced score together
with monthly overview of
significant safety events and total
recordable injury rate

Ethics training compliance rate
Cender pay-gan

Subject matter of whist'e-blowing '
reports



» Strategic report » Governance » Financial Statements

Information flow to the Board Direct Board engagement Measures reviewed by the Board
to assess effectiveness of engagement

Reguiators + Informaticn on the The Board -elies on dedicated functions  « Specific repots a1 Cxecltive
relationships with regl.ators ar a Croup, sector or business unit level Drrectors” reoort {if any)
isancluded 10 resorts to the and does not have direct contact with
doard where appropate reguiators uniess appropriate. Any materai

1ssues are biougnt to the Board's attention
trough the monthily obe-ationa. redots,
as aporoorate.

Suppliers « Brefings from Croup Head Principal engagement s undertaken by = Subject matter of whistleblowing
of Procurement on an operational management and the Group reports
annual basis procurement function. The Chief « Moder slavery review

Procurement Officer reports annually te
tne Board to give it oversight of the
function and its operation.

« Supply chain risk considered
In reports
on major tenders

Approval of the Modern Slavery
Transparency Statement

Communities * Health, safety, and In the main, the sectors hold these « Safety balanced scorecard including
environment updates relationshups at a local ievel where the total recordable injury rate
« Materal issues are included in  MOst relevant knowiedge s concentrated, o Dersity performance against targer
tha manthiy renadte feem with no direct engagement by the Board . .
A of Directors. The Board continues to T TEBOINILE dydnil bau
Executive Directors or :n sector . o - smissions target
CEG brefings beileve that this leve! of engagement Is

appropriate as any materiai issues are
brought to the Board's attention through
tie imonthly operational reports of the
functional reports te the Board.

« Annyal Report review

i Measures noocld 1re evewed at every Boare meet ng. orhers at least once a year.
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Governance statement {continued)

Board leadership and company purpose
continued

How the Board took stakehoiders’ interests into account when it considered its
key areas of focus

wWhen making decisions o Salance different stakeholder inte~ests, the Board reviews what the 3oard believes ost matters to each
stakehoider in the context of the iongterm iMrerests of the Company. in alt 1ts dec'sions, the Board also keeos in mind the Company's
PLDOse avd Prnciples to ensure that al decisions are ahgned witn them. Principal decisions wrere the 3oard considered different
stakenolder nterests include: decisions to divest cestain susinesses as pait of the Groun's portfolio ratenalisation prograrnme; the FY23 UK
Day review; the deve:oo-Tent of our £SG strategy; and the expioraton of growth opoortunities. A fuller descrotion of the Board discussions
asound tnose decis.ons is set out below.

Matters Stakeholders More
considered Discussion and outcome most affected information

1 The Board believes that shareholders ard employees support the turnarourd plan page 13
first set out In our FY2 1 Annual Report. A key part of that plan was the portfolio

rationalisation programme the purpose of which was to reduce the Group’s » Employees
complexity, increase its focus and increase the effective use of the Group’s capital

for the long-term benefit of shareholgers and other stakeholders. The Board

received reqular updates on the programme and has approved each of the

disposals along the way. Inits discussions, the Board considered that for employees

staying with the Group ana for shareholgers it was important that the programme

strengthened the Group's balance siveet and gave the Croup 2 statle platform fer

future growtk. However, the Board reccgrised that for those working ir the

busiresses ta be divested the process can be unsefthing. The Beara consicered eact

divestment separately ard concluded that in the long run it would be befter for

those employees to work 1n a business which s oetier with 1ts owner's stigfegy.

On | Maren 2023, we were pleased to announce the rondasien of the portfolio

algrment prograrmme with the completion of the sale of certair of our aerial

emergency businesses. Thigugh the portfolio algrment prograrmme, the Boara has

significantly strergthened the Group's balance sheet and focused the Group on 1Ts

care markets. The refccused Babcock 1s better abte te aign behind its Puspose

and Prnaples with the aim of untocking its full potertial for the benefit of

sharehalders and employees

» Shareholders
Stabilise

2 This year has seer irarcasing geopaoltical Tensions, the return of high inflation asid 2 Page 107
‘cost-of-lving' crisis. Through its engagement with stakeholders, the BoatC

uncerstood thet enhancing the Crow’s resilence 1n uncertain Himes was #rporant 1o » Customers
cur stakeholders, 2lthaugh they were impacted in different ways. Inits LK pay

review, the Board considered the impact of the "cost-ofdliving’ crisis. The Baard » Sharehoiders
roted that the cnsis ampacted different Jevels of empioyees in different ways,

The Roard also considered the competitinn far talent, which fc 3 pringipat risk for

the Croup. raving considered the Group's employees, the Board then considerec

the impact on shareholders, who had net received a dividend in FY2% orin Fr22.

Tzking the interests of its stakeholders into account, the Beard balanced them and

aecided 1¢ cffer ail UK empioyees & standard pay increase except for its higher paic

employees, The Board did this as it wanited tc praritise the lower paic employees

who were most impacted by the cnisis. As regarcs shareholders, the Board believed

that not to offer a pay norease woulc nisk seeing talent {eave the Group, which &

could not replace with @ conseguent lass of knowledge and effectiveness. which

would not be ir the Group's o sharehalders' interests.

» Empiayees
Enhancing
resilience

3 Qur emplayees, custamers and shareholders are clear that they want to work in, Pages 87 to 50
dea! with or own a business that works ard delwers effectively and efficiently. in
respense, over the year. the Board kas put in place a number cf initiatives to drve » Shareholders
operatianat exceflence to imprave Baboack effectiveness and eFiciency. Far
example, the Board considered the introduction of a new nsk management
frarmmework. The new framework has required matenal investment through the
recruitment of specialist Enterprise Risk Management professiorals at a Girector and
Heac of Department level. In a turnarounc, the Board has to carefully consider the
priontisaticn of its investrment opporturities. If it chose to Invest in the new risk
managemert framework, the Compary may nct be abie to invest in another
opportunity. 6 approving the new fiamewaork, the Board balarcec the cost of
investment to the Croup, shareholders, and emplayees aganst the improvements
that the Board expected to see arising from the new framewcrk. The Board believed
that the Group and employees would benehit trom the new framework as it woulc
give them better information to deliver better risk-basecd decisior-making. For
shareholders, the new framework would imiprove the Graup's operational
effectiveness and better protect the Group's value. Having considered the interests
of 1ts stakeholders, the Board approved the new nisk management framewaork.

» Employees
Driving
operational
excellence
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» Strategic report » Financial Statemants

Matters Stakehoiders More
considered Discussion and outcome most affected information
. | Trrough its engagement the Beard undesstands the -is'ng :mportance of 25C > CUstamers Page 6. page 14
Developing our matrers to its stakenolders. For examg\g, custonjers are mak:fﬁg z5G ‘ . :gdggag‘“ 58
ESG strategy cons:dn_a-’atlons Dart of ther tendess; £5C has an incredsingy role in the » Shaiehoideis

al:iocation of canital by investors; and emooyees and communities want to

understand tneir employer’s poicy on 2SG. T1e 3ca~d considered all these » Employees

Issues s review of the Company's 2SG strategy. When the Board was » COmMMmuTTes

considering the £5C targets, it weigned up the different priorities that each

set of stakeholders might have to design targets that met the aspirations of » Suppliers

customers, employees, shareholders, communities and suppliers, while at the

same time being achievable and practical. Throughout the year the Board

has overseen the implementaticn of this strategy with the aim of making the

Company more attractive for new shareholders and new employees and for

the benefit of all stakeholders.
5 Being successful in securing growth oppertunities s important for our » Customers Page 16
Exploring growth investors, empioyees and customers_ becausg they want to see a strong

company. Customers want affordabitity, availability and capability. » Shareholders

opportunities ; ; ) -
Sharenaiders want a sustainable profitable business. Employees want a strong

company with opportunities to develop their careers, The Company's bid for
Future Aircrew Training pregramme of the Royal Canadian Air Force was one
such growth opportunity that the Board considered in FYZ23. I its review, the
Duand Coneideied dig purities f edch suakelioider o ful soarenuens,
the bid was a significant growth opportunity that would enhance the
Company's reputation in bidding for similar opportunities. For employees in
Canada. the bid would consolidate the Company's position as a defence
company with siqnificant capatulity Far cpermme s, the Buaird cuinideed te
Croup’s capabilities, in particular the Group’s existing pragrammes for
delivering flight training pragrammes to the RAF and the French Air Force.
However, as well as balancing these priorities, the Board had to satisfy itseff
that the Company was bidding at an appropriate price in light of the risk
transfer inherent in the bid for the protection of all its stakeholders. After the
Board's review, the Company submitted its bid to the Canadian Department,
of Defence and s awaiting its decisicn,

» Empioyees

How the Board keeps s172 on its agenda

The Board makes sure that in its decisions it considers the long-term success of the Company and considers the interests
of its stakeholders as follows:

» The Board sets the Company's Purpose and strategy. It carries out an annual strategy review, which assesses the long-term
sustainable future of the Group and its impact on key stakeholders. As part of those discussions, it takes into account the matters
the Directors must consider as part of their Section 172 duties.

= The Board's risk management procedures identify the principal risks facing the Group and the mitigations in place to manage the
impact of these risks. Many of these risks relate to our stakeholder groups.

» Standing agenda items and papers are presented at each Board meeting: for example, operationai reports, financial reports,
health and safety reports and litigation reports, to ensure that the Board receives relevant updates on matters of interest to our
stakeholders. The Board also receives detailed presentations from the sector CEOs delivering updates on key activities which feeds
into the decision-making process.

« There are regular reports from the Audit Committee Chair and the Remuneration Committee Chair on items within their remit.

» When making judgement decisions which require balance across different stakeholder interests, the Board is careful to consider
the interests of each different stakeholder in the context of the long-term consequences: for example, employee and executive
pay: dividends; and portfolio alignment.

Members of the Board regularly engage with our investors and employees and the Board uses the stakeholder engagement,
summarised on pages 56 and 57 and on page 112 and 113 to inform its decisicn-making process.
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Governance statement {continued)

Division of responsibilities

Defining Board responsibilities

Tne role specifications 5elow set out the Clear division of respons-Dility detween the Zxecutive and Non-Zxecutve mempers of the Board,
WiTICh sUDaGts te nregnty of the Baard's operatians.

A mare deta-ed description of these roles is avai'able online at www. babcockinternarional.com.

Non-Execttive Executive

Chair
+ leads the Board and sets the tone and agenda, promoting a culture of cpenness
and debate;

Ensures the effectiveness of the Board and that Directors receive accurate,
timely and clear information;

Ensures effective communication with sharehciders;

= Acts on the results of the Board performance evaluation and leads on the
implementation of any required changes; and

Holds periodic meetings with Non-Executive Directors without the Executive
Directors present.

Senior Indopondont Diroctor

P O L Ty

« Acts as a sounding board for the Chair and. if and when appropriate, serves as
an intermediary for the other Directors;

Available to sharehclders if they have any concerns which require resoiution;

 Supports the Chair with the annual Beard evaluation and leads the annual
evaluation of the Chair's performance; and

Serves as an intermediary to other Directors when necessary.

independent Non-Executive Directors
« Support and constructively challenge the executive team;
« Contribute to the development of the Company's strategy;

« Provide an external perspective and bring a diverse range of skills and experience
to the Board's decision-making;

« Contribute to Board discussions on the nature and extent of the risks the Company
is willing to take to achieve its strategic objectives;

+ Satisfy themselves as to the integrity of financial informatiomn;

= Ensure financial controls and systems of risk management are robust and
defensible: and

= Play a primary role in appointing and, where necessary, removing Executive
Directors, setting their remuneration and succession planrning,

Designated Non-Executive Director for employee engagement

» Gauges the views and feedback of the workforce and identifies any areas of concern;

= Communicates the views of the workforce to the Board;
» Ensures the views of the workforce are considered in Board decision-making; and
= Ensures the Board takes appropriate steps to evaiuate the impact of any proposals

that infiuence the experiences of the workforce and considers what steps should be

taken to mitigate any adverse impact.
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Chief Executive Officer

Oversees the day-to-day operation and
management of the Group's businesses
and affairs;

Responsible for the implementation

of Group strategy as approved by the
Board, including driving performance
and optimising the Group’s resources;
Accountabie to the Board for the
Group's operational performance; and
Takes primary responsibility for
manacing the Grone’s rick profile,
identifying and executing new business
oppoertunities, and management
devetopment and remuneration.

Chief financial Officer

-

Accountable to the Board for the
Group’s financial performance;

Responsible for raising the finance
required to fund the Group’s strateqy,
servicing the Group's financing whilst
maintaining compliance with its
covenants; and

Maintains a financial control
environment capable of delivering
robust financial reporting information
to indicate the Group’s financial
position.



» Strategic report » Governance

Articles of Association

Tae powers of the Directors are set out in the Company's Aitices of
Association (the Aiticles), wnich may be avended by way of a
Snpeca Resolution of the membes of the Company. The Board may
exe-cise all powers conferred on it by the Aticles, in accordance
wiTh e Comoanves Act 2006 and other applicasie egislation.

The At:cles are available for insaection online at

VY DT OCkmtarngtiang! com,

The 3oard has estanhsned a formal schedule of marers
specifically reserved for its approval. it has delegated other
specific responsibilities to sts Committees. These are clearly
defined in their terms of reference (availzble online at

wyav. babcackinternarional.comy). Other responsibilities are
delegated to managerment under a delegated authorties matrix,

Summary of key matters reserved for the Board
« {roup strategy
« Intenim angd fingl “esults announcements and the Apnual Repot
« Dwvidend policy

* Acauisiticns, disposals and other transact.ons outside
delegaticn limits

< Dlgiiiinalie LU aee oL a1 L witiialy Luiae Ul busiiess

= Ma|or changes to the Group's management o7 control struciuie

« Changes relating to the Company's cacita’ structure or status
as a histed PLC

= Annual budgets

« Ma,or capitai expenditure

« Mayor changes in governance, accounting, tax or treasury
porcies

» Internal controls and risk management (advised Dy the
Audit Committee)

* Major press releases and shareholder circuiars

Meetings and attendance

The Board has e:ght scheduted full Board meetings held in person
and two meeting held by video conference each financial year,
which includes a meeting dedicated to strategy. The Chair aiso
meets separately with Mon-Executive Directors without Executive
Directors or other managers present. See tabie opposite for further
information about the meetings held during the year.

Conflicts of interest and independence

Babcock has a procedure for the disclosure, review, authorisation
and management of Directors’ actual and potential conflicts of
interest or related party transacticns in accordance with the
Companies Act 2006. The procedure requires Directors formally

to notify the Board (via the Company Secretary) as soon as they
become aware of any new actual or potentiai conflict of interest,
or when there is a material change in any of the conflicts of interest
they have already disclosed.

A register 1s maintained of all the disciosures made and the terms
of any authonsations granted. Authorisations can be revoked, or
the terms on which they were given varied, at any time if

judged appropriate.

» Financiat Statements

Ir the event of any actual conflict a-sing in “espect of a particiea:
matte-, *mt.gat ng act.on would be taken {for example, non-
attendance o the Director concemned at all or nat of Board
meet-1gs and non-circuiation to e her of reievant Daoers).

Pussible confiicts of interest duthorsed by the Board are reviewed
annalby on benalf of the Board oy the Nominations Committee.

The Comm-ttee also considers The £rCumstances set out in he
{ode wnech could compromise an :ndividual’'s positan of
independence. The 3oard :s satisfied that throughout the year a
Non-Executive Directors remained independent and accordingly
the Company is compliant with Provision 10 of the Code.

Time commitment

The expected time commitment of the Chair and Non-Executive
Dhirectors 15 agreed and set out in writing i their respective letters
of appointment, at which paint the exsting external demands on
an individual's time are assessed to confirm their capacity to take
on the sle. Further appointments can anly be accepted with
aporoval of the Board foliowing consideration of whether there
woutd be an impact on the independence and objectivity required
tc discharge the agreed responsiblities of each -cle and whether
the resultant pos.t'on s believed to be consistent with recognsed
proxy aaviscr guidelines.

The Board 15 satisfied that eacn Director has the necessary time to
effectively discharge their responsibidities and that, between thers,
the Directors have a blend of skills, experience, knowicdge and
independence suited to the Cocmpany's needs and its continuing
development.

Board and Committee membership,
meetings and attendance

MCMmInElons Aot

zCale Lo ITEe Loraratree
Numberof
meetings held 8 3 7 8
Current Directors’ -
Ruth Cairnie 88 33 -
Cart Peter Forster 878 3/3 - 78;@
WnRewsy | ms 33 77 -
Lucy Dimes’” 8/8 343 6f7 315
Lord Paf@'er' 78 33 - s
Jane Monarty” 474 3/3 212 373
David Lockwoad 88 - -
David Meliors 8/8 - - -
FormerDirectors 7
Kjersti Wiklund® 343 - 343 33
Russ Houlden® 213 - 313 242

b S Kewin Sriuthis 10t Inciuded in e tabie since e was appointed s:nce the
year end,

2. lorn Ramsay, Lucy Dimes, Lord Par«er ard Russ Heulden were each absent from
ornie teard or cammittee meetng due tc pror engagements,

2. Lucy Dimes was appointed to the Remuneration Committee In September 2022,
4. lane Mor arty was appointed (o {re Board in Cecember 2022,
5. Kjersti Wiklund retired from the Board after the ACM i Septernber 2022.

6. Russ Hou'den iet red fromm tre Board in luly 2022.
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Governance statement (continued)

Composition, succession
and evaluation

Composition

The comoost.on of the Board s kept under constant review by the Nominat ons Committee to ensute a balance of tne skills, experience
and nowledge o iead the Lroup. At the date of this Redort the Board compiises the Char, who was ndeoendent on aopontment, six
tndependent Nen-Zxecutive Diectors and two Executive (hrectors. Ail cont auing Jirectors are required to offer themselves for re-election
2y snarehoiders each year at the Annual General Meetng. Bicgraphica’ details can e found on pages 108 and 109 and tnere s more
information on appomiments *o the Board m the Nomiaations Comittee 'e@porT on Jages 122 and 123,

Board diversity policy

1t1s the Boa:d’s policy that it 15 in the Sestinterest of the Gioup and al s staxenalders for the Siouo to e ied and peooied by individuals
frarr a range of skills, experiences, backgrounds and perspectives. Tris links directly to our strategy as the Group wants the best talents to
deliver its Purpose and its Principles. For the Board, this means that it is our policy to have women make up at least 40% of the Board by
2025 n tine with the FTSF Women Leaders Review. In addition, we aim o have at least one Director from a minerity ethnic background by
2024 in line with the Parker Review. In respect of the new Listing Rule 14.3, as at 37 March 2023, we met the target of having a woman in
a senior board position with Ruth as our Chair, However, we have not met the targets of one board member from a minority ethnic
background or 40% of the Board being women. As at 31 March 2023, with the appointment of lane Moriarty, 37.5% of the Board were
women, although this percentage reduced on the appaintment of Sir Kevin Smith to 33.3%. The reason tor not meeting all the targets js
tnat the Board is still developing and strengthening, while it works towards rreeting its policy, which means that progress is not even, The
Nomination Committee 1s aware of the chatlenge that 't nas to meet its policy and 15 actively undertaking searcnes to ensure that the Board
meets its policy in full. For more informat’cn on the Group’s divers.ty policy and s objectives, please see pages 75to 77.

Board and executive management ethnicity

MNMURDET
Monies o foard LI e i Les

i
&

FOUE laper ST IR@rnr un

White British or other White ('F\.dudmg - ] 100% a 14 C100%
minohty white groups)

Mixea [ Mutthiple Bthric Groups - - - - _
AnianfAsiar Brinisk - - _ - _
Biack,’AfrlLan[Calibbear;Jﬂlack British - ’ - _ - - _
ther ethmic group, neluding Arab s R 7 = _ _
ot speufied}prefer not (o ;ay - B - - ’ - - -

Board and executive management gender

Romber erheac Percertece of Drecunive

nembers U zre Chan Cemmittee

Mer 5 3 8e%
Womern 3 t 2 14%

Mot specified | prefer not t;ay - - - - o -

The tables and charts cn this page show the position at 31 March 2023, before the appointment of Sir Kevin Sroith en 1 lune 2023, Last
year this data was presented at the date of publication of the Annual Report but, for consistency of presentation going forward, the
reference date wilt be 31 March. The Company has coliected the data on which the tables abcve are based by the indviduals concerned
self-reporting their data an being asked about their erhnicity and genrer

Board information
independence Gender Ethnicity Nationality
B 1 Chair W 52.5% Men B 160% white British sk
8 2 Executive Directors 8 37.5% Women or other White (including M 2 NonK

minority-white groups)

IR S Independent Non-Executive Directors
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Succession

The {ha ', Semvor Indeoendent Divecto” and independent Non-Ixecutive D7ectors ase annonted for a three-year term, sudject to annua-
@ eect.an oy e sharenwde:s. Al The end of eve.y Luee-yed) fer 1, edc Non-Lxecutive Director’s tenure 1s reviewed 2efore the term s
renewed. The term can e renewed by mutual agree et up to a max. Tum tota tenure of nine years.

The ongoing replenishment of the Boad is a key focus for the Nominattons Committee and more :aformat.on asout succession pianming

can be found i its reoort.

Director training
Witn the ever-chang:ng ewironment i1 which 3abcock operates, L is mporant fo, ouws “xecubive and Non-Executive Diectors to reman
aware of recent, and upcoming, deveropments and keep tne:r knowledge and skills up to date.

The Corrpany arranges far new Non-Executive Directors to receive detailed business briefings on the Group's operations and to make
induction visits to the Group’s principa! sites. Training for new Directors, when appropriate, 1s arranged with external prowviders.

Non-Txecutive Directors may at any time make visits to Group businesses or operational sites and are encouraged to do so at least once per
year. Visits are coordinated by the Group Company Secretary's office. Presentations on the Group's businesses and specialst funct:aons are
made requiarty to the Board.

Cur Zompany Secretary alsc crovices wpdates to the 8oard and s Comimuttees on regulatory and carcorate governance mdtiers.

Our new Directors receive comp ehensive and raltored nduct:en programmes. The programmes far Non-Execut ve Directors
typica ly irvalye:

« Meeringssitn the Bvocibn Dirostare the eartar CE0c ond foncticnal loads
« Anovervew of the Groun's governance policies, corporate structure and busimess functians
« Detals of risks and operating 'ssues facing the Group

« Visits to xey operaticnai sites

« Briefings on key contracts and custcmers

Board tenure'
MLmBer of years
St Kewn Smitr 0.08
iane Mor arty
1m0 RAMSEY
Cawd e lrns

Tte Lord Pareer of
Minsmere GCVO, KCE

Tav d Lockwooo
Car -Pete Forster
4.3

Rut~ {aime

53

Lucy Domes

1AL 30 lune 2023,
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Governance statement {continued)

Composition, succession and evaluation continued

Evaluation
2022/23 Board performance review

facn yeac we conduct an evaiuaticn to assess the skilis, experience, ‘ndependence and know edge of the Board to confirm it is abe to
discharge itz duties and responsisiiit es effectvery. The compositon and diversity of the Board and ‘ts Committees and now well the
Directors are working tegetaer s cons'dered, as wel. as the ‘ndwidua, performance of tne Directors and the Chair. “oiowing an externai
evaluation last yea-, this year the review was conductred by Car-Perer Farster, the Sevor Ihdependent Director

Progress made on actions identified in the FY22 review

Recommedatiiens ‘o w25
Recruit new Non Fxecunve MDirectors to strengthen the
Board further

RUYIT SRy i«Fw-g of tho FIWIM 18 ractret ovng santimn
ro enhance the opportunities for 3care members to
spenc more fire with cach other ard the nusiness, in
oraer to stremgthen Croup dynarics and cobesion,

Develcp further the Board's oversight of Bancoox's
culture.

wCde'v

In December 2022, the Nominations Committee was
delighted to announce the appontment of jane Monarty to
the Board. lane strengthens the finance capability of the
Board by bringing over 30 years of finance experience Lo
the Board after an executive career with KPMG, Jane’s
appointment was followed with the appaintment of sir
Kewin Smith. The Nominaton Committee had identified the
neneft of appointing a hon-Executve Director with a deep
krowledge of the Aerospace & Defence Sector, Sir Kevin
hrngs that knowledge after an executive career with BAe
Systerns ard Gk as well as being the Serior Independent
Cirector cf Roils Royce.

Al vha Man Fyvaritive Nirartars attenderd the Basid’s aitn
wisit Lo Bovington, where they cauld see the improvements
i the dehivery of cur contract to support the British Arrmy's
armoleec fleet 10 addition, the Chaw visited operations in

France, Rosyth ara Devorport. Carl-Peter visitec Devonport,

while Lord Parker wisited Cevonpoert and RAI Valley. Lucy
visited Devenport and the Group’s T hub i Portsmoutk.
iehr visited Rosyth, Fasiane, Staverton ard Devonport. jane
ras started her induction with a visit to evonport.

&y reporie, the Board oversees Babcock's culture through
5 number of charnels, Indluding reporis from the Chief HR
Otficer, reports from Lord Parker  hus role as Directar
cesigratec for erpleyee engagement, and reports from
the Babcock whistieblowing line. In FY23, the Board's
ability to oversee Babcock's culture was further enhanced
by Babcock's first glubal employee survey In over ten years.
The Chief HR Officer presented the results of the survey to
the Board, including a description of the Group's strengths
and its weakresses. The Board reviewed the Group's
respense plan to the survey.

Fermer nfarmal o

See pages 106 and 122 o
123

See nane 117

jee page 78

Areas of assessment and findings for the FY23 Board evaluation

Recarmmendat gns frar 724

Strategy development

Cortrol environment

Forward Edokmg 3agenaa

(emmenrtary anc actgns

framewark.

 Continue to develoﬁhél’ompiany's approééﬁ to stratégy and to build out 1ts s;rategy

i Althougt the Crdup has improved its control environment. there remains still more to

ao. The Beard, through the Audit Committee, has to continue its oversight role of the ,
control enhancement programime 10 ensure progress and o ensure that progress 1s

embedded in the Group’s processes.

The Croup sheuld continue o develop its agenda ta ensure the nght division of time

tetweer governance, cperatcns, risk, culture and strategy.
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Governance statement {continued)

Composition, succession and evaluation continued
Nominations Committee report

rminations

Dear fellow Shareholder

Key facts This report sets aut the work of the Nominations Committee over
. the year. The Caommittee is responsible, on behalf of the Board, for
The Committee ensuring the Board's ang Cornmittees’ structures and membership
Ruth Cairnie chairs the Committee. pravide the skills, experience, diversity and knowledge required to
support delivery of the strategy. aligned to cur Purpose and cur
The other members throughout the year were all Principles. It alse considers the future development of the Board,
the Non-Executive Directors. reviews succession planming for the Group Executive Committee

and reviews progress across the Group on Inclusion and Diversity

For biographies of the members, please see pages 108 and on Culture.

and 109.
fFor attendance, please see page 117. COITIpOSItIOI'I

The Comrmittee has developed a skills matrix which maps the skiils
Highlights needed to fulfil the Board's role both currently and looking ahead

to implementation of the strategy. The skills matrix is kept under

= Appointment of new Non-Executive Directors . ; h
PP review and 5 used to identify any gaps that need to be addressed.

ag sgew I ! 1 i i
Key responsnbllrtles Where th\s‘mvo!vers the pgtentla! appointment qf a new Director,
. N the Committee will appaint an external search firm with a clear
* Board and Committee composition specification of objective criteria based on the skills rmatrix, and
* Syccession planning with instruction to seek both female and male candidates, fram as
« Talent pipeline and diversity policy wide a range as possible of diverse ethnic and socist backgrounds.

. This refiects the Board's firm belief iy the value of diverse inputs.
« Board appointment process

In FY23, with the retirernent of Russ Houlden in july 2022, the
Committee recognised the need to enhance the Board's financial
expertise, m particutar to support jonn Ramsay and the Audit
Committee with the oversight of the Company’s control enhancerment
programme, The Committee appointed the external search firm,
MWM, to identify candidates who would meet this criterion while
also contributing more broadly to the Board's work, MWM's services
have been ysed previcusly by the Committee, but it has no ather
connectians with the Company or any of its directors. After a
thorough precess, in December 2022, we were delighted to
welcame Jane Moriarty to the Board, who brings financial expertise
from her long executive career at KPMCG. extensive experience of
business issues from her restructuring work and diverse non-
executive experience in recent years.
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» Strategic report

As we move beyend the second year of Babcock's turnaround,
iooking ahead we nave identified operational and strategic
experience in the Defence sector as an area to strengtnen :in the
Board, as we increase our focus on the sector and amcpate the
navigation of future strategic opportunities and cnalienges.

Again using MWM, we were pieased to announce on 24 May 2023
that Sir Kevin Smitn would be joining the Board at the beginn g of
June, Sir Kevin nhas an in-depth know'edge of Oefence naving spent
most of Ais career working in the sector, first at BAZ Systems foi
over 20 years and then at GKN, where ne was the CEO for eight
years. He is also an expernenced Non-Executive Director having
served on the Board of Rolls Royce,

In terms of overall diversity, the Committee recognises the benefit
of expenience from cutside the UK as we consider international
opgortunities for growth, The Board currently has UK nationals who
have spent & significant proporticn of their careers working outside
the UK, as well as two European naticnals. The Committee is
considening alse appointing a candidate who would oring a
non-European tens to its discussions.

Every year the Committee reviews the independence of each
Director to ensure that any conflicts of interests are identified and
deatwith in an appmﬁria‘m manner The Cnmmittes alsn cancdare
cther commitments of each Director to assure the Board that they
have the appropnate time to commit to the Company. Th's 'sin
addition to the assessment that the Commitiee carries cut when
the Board first appoints a Director, and the assessment i/t makes
whenever there are chamges tu a Dneclur’s portfolio. Hhis year, the
Committee noted that lohn Ramsay has shown exceptional
comrmitment in his role as Chair of the Audit Committee, arganising
addtonal Committee meetings and regular meetings outside the
Committee with the external and nternar audit teamrs, as well as
with management, to lead the oversight of the Company's audit
process. It also noted that Carl-Peter Forster had been appointed as
the cnair of Vesuvius pic but had stepped down from his roles at M
plc; Carl-Peter has this year led the policy review for Remuneration
1 his role as chair of the Remuneration Cormmittee and has spent
time consulting with shareholders on it.

Talent, Leadership and Succession

The Committee keeps Babcock's leadership needs under review,
prowviding assurance to the Board that Babcock has the skitls and
capabilities to progress its strategy and strategic actions now and
i the future,

This year, the Committee reviewed the Company's plans to refresh
its approach to senior leadership succession and talent management
by establishing a common framework. The framework shows cur
employees, Including our teadership teams, where they are and the
possible pathways in front of them. This provides clarity on the
differences in expectations as individuals move up through the levels.

Diversity, Inclusion and Culture

At Board level, as the Committee works on composition and
develops the Board's membership over time, it is planning for the
Board to meet the FTSE Women Leaders Review target for 40%
women by 2025, and the Parker Review target of at least cne
minority ethnic director by 2024 and has searches ongoing to do
so. However, as & relatively small board, the Board's diversity
statistics can be susceptible to material movement an the basis
of an individual appointment or retirement.

For example, on Jane’s appointment, the Board was 37.5% femase,
but that percentage reduced on Sr Kevin's appo.ntment. 5o, the
joumey to achieving the targets w'l not be even.

Inokiag at diversty across the arganisation, the Committee
recognises that the transparency and ciarity -ntroduced with tre
3ancock Role “ramework wili 08 vey supportive, a.owing
employees a clear signt of tne critena for each rore within the
Groua. It will aiso allow role models to become more visible.

To support the Remuneration Committee in setiing serformance
targets, the Committee has probed Management’s targets on gender
(30% of the senicr leadership to be female by 2025 and 30% of
empioyees to be female by 2030) and concluded that these
represent sufficient ambition, taking inte account the locations of the
Croup's principal sites and the sectors in which the Croup operates.

The Committee also reguiarly reviews the broader approach to
inclusion as an important element in creating a people-centred
business which supports and empowers everyone to uniock their
potential. Babcock's approach ¢ Dased on three pillars: insight & data,
to enable an evidence-led approach: policy & programmes, fcr the
creation of g consistent appreach and the enatterment of saciai
mobility and cormmunity engagement: and. education & awareness.
The Cammittes racanes reqular gnoatec fram the Crapn Hasd of
Diversity and Inclusion. This year the Committee considered the
Croup’s plans for attracting female taient, including the transformation
of its huning processes. For more detadl, piease see page 76.

The facus anntusiun is dri impaottant factor in resetting Babeock's
cuiture which is underpinned by our Purpose — creating a safe and
secure worid, together — and ours Principies — be curious, think:
outcomes, be kind, collaborate. be couragecus. own & deliver.
These are &t the heart of everything that we do. The Committee uses
a variety of information sources to assess for itself Babcock’s cuiture
and progress. There are reqular reviews in the Board from the Chief
HR Cfficer on the progress of the Group's many peaple initiatives.
In additian, we have discussions with executives during Board/
Committee presentations, discussions with empioyees during site
visits, reports from Babcock's whistlebiowing channels, and updates
from Lord Parker in his capacity as Directer designated for employee
engagement. Significantly. this year for the first time, we had the
results of Babcock's first giobal employee survey in over a decade.

Evaluation

The Board reviews its effectiveness on an annual basis. For a full
repert on the Board annual evaluation. please see page 120. Based
on the Committee's work over the past four years, the Board has
been re-shaped and developed with new Executive Directors and
new Non-Executive Directors. We have a breadth and depth of
complementary skills and experiences around the table with diversity
in terms of gender and background. As supported by this year's Board
Evaluation, the Board functions well with good dynarnics, setting
the tone from the top by demenstrating trust, respect, and openness
between all the Directors and alignment behind our Purpose.

I hope this report gives you an understanding of the work of the
Committee over FY23., If you do have any gquestions, | would
welcome hearing them at this year’s ACM.

Ruth Cairnie
Chair
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Governance statement {continued)

Audit, risk and internal control

Audit Committee report

John Ramsay
Chair of the Audit
Committes

Key facts

The Committee
john Ramsay chairs the Committee.

lohn is a Chartered Accountant, and formerly the Chief Financial
Officer of Syngenta AG, as well as being an experienced Audit
Committee chair (see page 108 for Johr’s fuil biography). The
Board has designated him as the financial expert on the Committee
for the purposes of the UK Corporate Governance Code.

n FY23, the other mermbers of the Committee were Lucy Dimes,
Russ Houlden until his retirernant in luly 2022, and Kjersti Wikiund
until her retirement in September 2022. in Decermber 2022, lane
Moriarty joined the Board and the Cornmittee. Jane is a qualified
Finance professicnal with an in-depth experience of audit committees,
both as an advisor and a member. in June 2023, Sir Kevia Smith
joined the Board and the Committee. Sir Kevin brings his
experience as a seasoned FTSE100 executive, having led GKN as
CEO for eight years. All members of the Committee are
independent Non-Executive Directors. Please see pages 108 and
109 for their biographies and page 117 for attendance.

During the year the Committee invited the Chair of the Board,
other Non-Executive Directors, the CEQ, the CFO, the Director of
Group Finance, the Deloitte external audit team, the BDO internal
audit team and key senior management to attend their meetings,
as appropriate.

Typically, after Committee meetings, the Committee meets
separately with the extemal audit lead partner from Deloitte and
also frequently meets with the internai audit lead partner from BDG
to give them the opportunity to discuss matters without
management being present,

In addition, the Committee Chair maintains regular contact with
the external audit lead partner and the internal audit lead partner
between meetings, often without the presence of management.

124 Baccock internat onal Croup FLC @ & 1 ud RepGIT 4 =hdne ¢

Highlights
» Oversight of the implementation of improvernents to the control
environment throughout the year

Review of the key management judgements and estimates for
the FY23 financial statements including the T31 provision

+ For the first months of FY23, oversight of Deloitte’s first audit of
Babcack

Supporting the establishment of an intemal audit function and
the on-going transition of internal audit from BDO

Key responsibilities
« Reviewing the scope and the results of the statutory audit and
other financial statements

Repaorting to the Board on the effectiveness of the audit process
and how the Company safeguards the independence and
objectivity of the auditor

Reviewing the half-year and annual financial statements and any
announcements relating to financial performance, including
reporting to the Board on the significant issues considered by
the Committee

= Reviewing the scope, remit, and effectiveness of the internal
audit function

Reviewing the effectiveness of the Group's internal control and
risk management systems

StateTeniy sl



» Strategic report

Dear fellow Shareholder

This is now my second year as Chair of the Audit Committee. As |
reoorted last year Russ Houlden and Kjersti Wikluind stood down
from 2ne 3oard and the Committee in July and Sestemper 2022
respectively. | thank them both for thew support in seeing tarougn
the FY22 cycie. | welcome lane Moriarty and Sir Kevin Smith as
memoers of the Committee and look forward fo getting tae benefi
of their valuabie experence. This is also tne second year of 3abcock’s
turnaround strategy. As can be seen throughout the governance
section of this Annuai Report, the Board and its Committees have
played their full part in supporting this turnaround, For the Audit
Committee, the focus has been on the oversight of Babcock's
improvement in financial reporting and controls.

FY22 Audit

The FY22 audit was the first year with Deloitte as the external
auditor, They completed their first audit in July 2022. The
Committee was pleased with the effectiveness of the audit and the
rigour and challenge applied by management and Deloitte during
the process. The FYZ22 audit did reveal weaknesses in Babcock’s
financial reporting that it 1s addressing in its centrol improverrent
plans. The Committee’s decision to consider the Fy 22 as effective
was supported by the fact that so far, no new Group issues have
anisen out of the audits of the Group's substdiary statutory accounts,
which are conducted to a much iower level of matenalimy, to
change any of the matenal judgernents taken n the FY22 audit.

Blueprint of Control Improvements

Since the Contract Profitacility and Balance Sheet Review in FY2 1,
Babcock has embarked on a major programme to improve its
operational and financial controls with tne objective of peing in line
with best-in-class FTSF campanies in contros incuding upgrades
envisioned by the UK Government on Corporate Governance
Reform. This 1s a mufti-year endeavour which will conunue inte Fy 24
with the Company targeting to reach the highest standards in FY25.

During the year the Company produced a detalled and
comprehensive plan called the ‘Blueprint of Control {mprovements’
coverng over 500 control improvement actions, The Committee
cversaw this compiiation by receiving reguiar updates and reports
from management on its pregress. The basis of the ‘Blueprint of
Controt Improverments” was the combined learnings from the FY2 1
Contract Profitability and Balance Sheet Review and, the FY22
control 'nsights report from Delgitte following the completion of
their FY22 audit as well as recommendations ansing from internal
audits, all combining to form a comprehensive improvement plan
for the whole Babcock Croup. This includes for financial reporting a
mapping of key reporting risks to 15 key controis which the Company
has had independently reviewed and benchmarked for adequacy
and effectiveness. The Company had impiemented these controls
by the close of FY23.

The scope of the programme covers not only financiai controls but
also commercial and operational controls and its objective s for
Babcock to be managing risks and its control environment -4 tine
with best-in-class 752 comoanies. Sorre notanie achueverrents in
impeaved contiuls Siclude:

+ Apoointment of a new Group Director of Interpal Aud't, Risk
Assurance & insurance as Babcock starts to insource the
internai Audit funct.on

s The estabiishment of a new Risk Committee, as a sub-cammittee
of the Group Executive Committee o provide executive
management leadership and oversight of the Group’s
management of risk

Standardisation of commercial and operational reviews including
financial and accounting impacts and a 12-monthly rolling farecast
with profit and cash phasing for all majar projects{contracts

« Completion of a global banking senvices transition to BNP,
including virtual cross currency cash pooi, zero based daily cash
sweeps. a significant reducrion in numbers of bank accounts and
use of a new banking platform

The Committee tests and challenges the /mplementation ang
affartivenase nf tnpea Fraptral hy rpfpiw'm; re har remarte fram Fhe
management team on progress on key issoes, inciuding
managerrent judgements and the Blueprint of Controls
improvements. The Committee has further assurance through e
internal and external andits

During the year there has been severa: actions to improve averall
finance capabiiity in support of core finance areas and
improvertents in financia: and operationat controls. These actions
‘nclude extended training sessons across the Croup: establisnment
of a centratised Finance Business Services Team of 150
professionais 1o deiver standard processes and accounting corntrols
for UK operations; upgrade ‘n Treasury and Tax capability; and the
strengthening of the general Finance function through recruitment
of additicnal experienced finance professionals.

The progress and further plans in financial and operation contrel
‘mprovements set out above support Babcock's commitrment to
deliver the business turnaround.

I would like to thank all those inveived for their dedicaticn and hard
work in achieving the improverments that they have delivered over
FY23. We understand that there is a lot more to de before the
improvement plans are fully implemented but the Cammittee
believes that the improvements made in FY23 are substantial and
provide a solid base from which further irmproverments can be made.

Bancock Interridtond Growp PLC | A oa RepoT ard et ¢ 2latenients L7 3 125



Governance statement {continued)

Audit, risk and internal control continued

The imaraverment programme should d-avide confidence ta
staceholders that Babcocic wil desive- a cost-effect’ve service to
customers and empioyees will De motivated to meet fnose standa-ds.

Financial Reporting Council

As pieviousy reported, the Financial Reporrng Counc:i nas aeen
reviewing the audits by wC of 8abcock’s financial statements for
Y17, FY18, RY 19 and FY20. On 8 March 2023, the Council issued
Its ¥nal Sett'ement Dec:sion Notice in respect of 2w('s Y17 and
FY18 audits and imposed sanctions on PwC and nwo former audit
partners. Babcock has reviewed the Council’s Decision Notice and
15 confident that it has addressed the issues i the PwC audits found
by the Councit through a comBination of the Contract Profitability
and Balance Sheet review, the dispesal of businesses through the
porttolic rationalisation plan, and the Bluepnnt of Cantrol
Impravements. The Councll continues to review Pw(C’s audits of the
Ceompany's Y19 and FY20 financial statements. Dunng the course
of its review, the Council has asked the Company cestain
canfication quest ons, wivch it nas answered. Other than that
Babcock nas had no otner rie in the review. For mare detail

see page 130,

Priorities for Fy24

Looxing to Y24, tne Commuttee will CONTNLE tQ ay 5 pat i
3abcock's turnaround Dy

= Continuing ts oversight of the roolementation of Sascock’s
control improvements dian and canability upgrade “nough
regular management renorts o alfow the Commitiee to oversee
Drogress;
Monitorng the planning and successtul transition to the tew
insourced internal audit; which the Group Director of Intemai
Audit will report on both to the Committee as a regular attendee
of its meetings and to the Chair of the Committee in their
one-to-one meetings;
Challenging management to actreve and mainta:n high
standards of internal control, inciuding the robust chailenge of
key judgements:

Ensunng hugh quality externa: and interna! audits to provide the
necessary independent assurance of the Company's orogress;
and

Cverseeing an upgrade in process and detail i the Company's
assessment of fraud rsk.

Finally, I would ‘ike to thank my fellow Committee members for
their support and work over the year. This year, like the iast year,
has been busy far the Committee with additiona; meetings and
deeper dives on ssues necessitat ng additicnal time commitrment
fram Committee members. | have greatly appreciated the extra
cemmitrment that my fellow members have given, as it nas allowed
the Committee to provide the appropriate ievet of oversight and
chalenge on behalf of the Company’s stakeholders,

As ever | amm gvaiiable o all sharenolders to discuss any sigmficant
matter related to the Audit Corrmittee’s work. All the Committee
will afl be at the FY23 AGM and hope to meet as many of ycu as
possible, We will be availatle to answer any questions you may
have on this report cr the Committee’s activities.

lotin Ramsay
Committee Chair
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Risk management and internal controf systems

The Board has ultimate responsibility for risk management and
mte-nal contro! systems and has delegated to the Committee the
seview of the erfectiveness of these systems to assist it in
d'scharging this responsidility.

Tne Committee reviews internai financias controis: tnat is, the
systers estabasned to dentify, assess, manage, and momitor
Frnancia rsks. In FY23. the Comrittee reviewed the internal
fnanc:al contross at each of meet'ngs, bar one. The Group
Executive Committee, chaired by the CF, retains accountaoiity
for the management of cperational risks, 'ncluding related controls
and mitigating actions. Sector CECs and function directors are
required to ensure that appropriate processes, including the
rmaintenance of risk registers for both the sector itself and individual
constituent lines of business, exist to identify and manage risks; and
to regularly carry out formal risk assessments. Please see pages 87
to 103 for further information on the Group's principal fisks, risk
managernent process and intermal control environment.

The centrepiece of the Group’s syster of controls I1s the Babcock
Document of Controy, which was intraduced in Fy2 1 and
subsequent’y supplemented by the "Blueprint of Controi
Ireprovements” described above. The Document of Contror s a
comprenhensive description of Babcock's key financial and non-
financial controls, matched against fisks, that the Group expects to
be in operation across the Group. The Document splits the controls
petween mandatory (those the Group must have in operat.on or
atradnce withnot delay if not already in operation; anid expecled
{those the Croup must have a plan to implement). In FY23 there
was no significant non-adherence.

The Document acts as 3 risk and contror matnx. Fach business
currently reports adherence to the Document on a six monthly
basis. Internal audit has a role in ‘ndependently reviewing these
reports, It is expected that the Document will form the basis of
Babcock's response to any regulatory initiative flowing from the UK
Covernment’s stated aim to reform corporate governance.

Legacy control systems stitl exist from the Croup’s previcus
acquisition actity, and other key control processes, including 17,
are not fully standardised and implemented acrass the Group.
The implementation and operation of certain key controls 1s
decentralised to business units. However, they operate under the
framework of the Croup’s Document of Controi and oversight of
Sector and functional cantrol.

As described in the Committee Chair's report above, the Group has
embarked on a major programme to improve its control environment.
The basis of this programme has been learnings and experiences,
principally from the Contract Profitability and Balance Sheet review,
as well as the insights from Delortte's FY22 audit and recommendations
from internal audits. This has been combined into one programme,
the Babcock Blueprint of Control Improvement covering commercial
and operational as well as financial controls. The Blueprint provides
a mechanism for pianning, prioritising, and tracking the implementation
of alt improvements, as well as @ mechaaism for engaging with al!
those mvolved in the programme. The Group reviews pragress
against the programme and tests to ensure the effectiveness of
implementation. This includes for Financial Reporting a mapping of
key reporting risks to 15 key controis which have been independently
reviewed and benchmarked for adequacy and effectiveness.

The Company has impiemented these controls and reports on its
progress to the Audit Committee.

» Financial Statements

Trne Committee, on behalf of the Board, reviews the effectiveness
of the Company's -isk managem™ent and internal control systams on
ar annual 5asis. The Committee conducts s seview through the
recerpt of a report fro™ the Company’s fnance team, indluding the
Croun Director of internal Audit. The report descnibes the Group's
75k mapagement and internal controi and demanstrates that the
Company is providing the Board with the relevant information .n a
tmeiy manne~ to fuifi .ts monitoring role. This year, after its review,
the Committee was satisfied with the progress made by the
Company to improve its risk management and internal contof
systems thiougn the dwepnnt, In particular, the Committee was
satisfied that the Company has now effectively implemented the
15 key controls for Financial Reporting as required by the Blueprint.

External audit

FY22 was the first year of the external audit being conducted by
Delaitte. Following the close of the FY22 audit, the Committee
wanted to achieve a more timely audit in FY23. Consequently, 1t
conducted, with management and Deloitte, a fuil review of the
effectiveness of tne audit process. This review, culminated in a
‘lessens learnt’ combined action ptan. The essence of the action
plan was @ FY23 audit milestone execuation plan, which set out 12
ey steps to deiver the FY23 audit. A principal component of the
milesrana nlam was tn have far the firer fjme 2 P10 (1 1 !,’_Ir\l__‘aﬂjf}
Hard Close of the Group accounts with the aim of undertaking the
raximem amount of work possible prior to the year end on 317
March 2023. The act.on plan glso included other elements aimed
at delivering a3 more timely andit frr FY2 3 such as funch & lcarn’
sessions Detween the Babcock finance team and Celoitte to
Ciscuss key Topics such as audit evidence. The Cammittee
believes that the Company would have been able to repcrt its
P23 resuits by 30 June 2023 had w not been for the extenced
audit work on the T31 provision.

Celoitte and managerrent reported on progress of the FY23 audit
against the plan to the Committee. So as not to distract
management and Celaitte from planning an advanced full year
audit, the Committee did not cormmission Deloitte to provide a
review opiftion on the interim financial information. However, the
Committee remains committed that Deloitte should conduict such
a review in the future when further progress has been made ocn a
sustainable advanced full year audit timetable.

Deloitte presented their audit plan to the Committee which set
out the scope and objectives of the audit. together with an
overview of thetr planned appreach, an assessment of the Group's
risks and controls, and proposed areas of audnt focus together with
proposed Audit Quality Indicators (AQI's). This was reviewed and
approved by the Committee and included agreeing the scope
{98% of revenue and 98% of prefit before tax) and the level af
matenality (£15.6 miltion).

The total fees paid to Deloitte in the year ended 31 March 2023
equalled £ 10.45 million. All of these fees were in respect of audit
wark, with no non-audit services performed by the external auditor
dunng the year. An analysis of the fees paid to the externat auditor
during the year can be found in note 4 to the Group Financiat
Statements on page 200.
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Audit, risk and internal control continued

Tne Committee recognises that there may be some efenent of
non-audit sewvices for which the Group might wisn to use the
externar guditors. The provision of nan-audit services s contrailed
2y a pol-cy which states that the exterar auditors will ot De
engaged to drovide any element of non-audit services winott
anprova: in advance - from tne CF0 for fees up o £10.000, from
tne Commitree Chair for fees bertween £ 10,000 and £100,000,
and sy the Committee for fees over £100,000.

Tne Independent audmor’s “eport to the memibers of the Company can
be found on pages 159t 174

The Company complies with the Statutory Audit Senaces for Large
Comparnies Market Investigarion {Mandatory Use of Compertitive Tender
Processes and Audit Committee Responsibilities) Order 201 4.

Independence

The Committee is responsible for the development, implementation.
and maonitonng of the Group's policies on services from external
auditors, which are designed to ersure a high quality and effective
audit and to maintam the objectiety and independence of the
external auditors. In addition to an Independence review conducted
by management, Degitte nas prowded specific assurance of s
ndependence, while the Cormittee nas considered the arrangerments
and sateguards Lnat Leioifte nas in mace to maintam vs iIndependence
and objectivity The external auditors *ollow requiatory "equirerments
to maintain the cbiect-wity of the audit process; these st'pulate a
five-year rotat-on policy In relatan to the semor eigagemnent
auditor. Makhan Chahal 1s Deloitte’s fead audit partnier and i1s in fis
second year, having starfed in FY22. The Committee i5 satisfied that
Deloitte remarn independent and objective.

Audit Quality

The FRC's Audt Quality Review (ACQR) tearm monitors the guality cf
audit work of certain UK audit firms through inspections of a sample
of audits and related crocedures at individual audit firms. Deloitte
has provided the Committee with the findings from its latest
firrn-wide AQR report, the initiatives being taken in respect of the
evolaticn of 'ts firm-wide audt approach and methodology, and how
those are transferred to the Babcock audit, (r FYZ22, the Committee
agreed a senes of audit quality indicators (AGIs) with the externat
audit team, focused on phasing of audit hours, timeliness of defiveraties
and subsidiary audit progress. In FY23, the Committee reviewed the
P22 AQfs and agreed that they continued to be refevant for the
FY23 audit with the addition of one indicator to measure adherence
to mitestones by bath the Company and Deloitte. The Committee
uses the AQIs tc measure and monitor audit quality as they are key
metrics refating to the audit, With the assistance of the AQIs the
Committee can assess and challenge the execution and quality

of the audit.

In addiian ta the AQIs, the Corrmittee Char and the CFO met
with Deloitte during the year, to ensure priorities were adequately
resourced by management and Deloitte and to execute the
year-end audit timetable. During the year the Company Chair, the
Committee Chair and the CFC met with senior representatives of
Deloitte including the tead Audit Partner to discuss the Company's
plans and the progress of its business turnaround including cormnmercial,
operational, and financial contral upgrades, appreciating that this
will take a few years to ccmplete.

The Committee reviewed the FRC's proposed "Minimum Standard
for Audit Committees’ issued for cansultation. The Committee
considered that it was largely compiying with the proposed standard
but made some minor amendments to its Terms of Reference.
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internal audit and assurance

in FY23, the Croup cont.nued its poicy of autsaurcitg s mtena’
audit act-vity to BDO. As in oreveous years, BDO, after discussions
with masragement, agreed an intemal audit plan with the Commitiee.
The plan covered 'ines of business and countries, with sroposed
effo directed rowards financiar and otner risk themes. Over FY23,
BDO has implemented the agreed nlan ard has eoorted bac<to the
Committee. 3D0 summarises the findings of its interna! audit eviews
5o that the Committee can focus s discussions on unsatisfactory
findings and on the action olans in Slace to addiess the .

Particular areas of focus for internai audit during FY23 included
cont:inuation of fingncial contral audits 10 line with the increased
focus on control impravements, acdits of key programmes such as
T37 and Future Maritime Support Progr-amme, and & number of
risk-based reviews such as health & safety. In addition, internal audit
has continued to maintain a programme of follow-up audits to
assess the timely implementation of internal audit recommendations
by the businesses and key matters from the internal audit reviews.
8y the end of FY23, internal audit had made 39 recommendations
across the ten mternal audits completed in FY23. Of those
recommendations, the Comgany had implemented 12, a further
22 were 1ot due for completion, and hive were overdue. in respect
sfthe gverdur coemmmordotonn, oneiatng T defegared authoriny
dimits 0 New Zealand has been irmplemented, Dut internal audit 5
waiting for the support before closing the recommendatian. The
other four refate to the design and e*fectiveness of the governance
environrment in respect of the Company's Future Mariime Support
Procgramme. internal audit has received a progress update and
agreed revised dates for their completson. The Committee was
satisfied with the pace of implementation of the recommendations.

Through s review of the internai audit olan. is review of tne
reports of BDO. and its review of an external quality assessment of
BOO's internal audit service delivery, the Committee was satisfied
with the effectiveness of the internat audit. However, as reparted
last year, in FY22, the Cormmittee decided to mave from cutsourcing
the Group's infernal audit activity to insourcing the internal audit
activity. Earty in FY23, the Company appointed a Graup Director for
Internal Audit, Risk Assurance, and Insurance, who has started to
build her team with the appointment of 3 Head of Risk Assurance
and Insurance and a Head of Internal Audit with an intention to
appoint a further three senior Internal Auditors. The internal audit
activities have now started to transiticn from BDO ta the internal
teamn, but it is expecred that there will continue to be some
co-sourcing where speciaiised expertise is required to conduct a
particular audit, The Committee 1s monitoring this transivan and
recelves regular updates from the Group Director on progress.

For Fr24, the Committee will continue to monitor the transition of
internal audit. t has approved an internal audit pian for FY24 prepared
by the Croup Director for Internal Audit, Risk Assurance, and Insurance.
The plan includes the proposed audit approach, coverage, and
allocation of resources, 1 approving the F¥24 plan, the Committee
considered a range of factors, including the principal risks of the Group
and the respurces available tc the Group, The key pornts in the
FY24 plan include:

* The establishment of the Internai Audit team

+ Continued focus on internal financial controls assurance:

+ Adeep dive into the Group's French aperations

= Areview of the newly estaclished financial Business Services team
« Areview of certain of the Group’s key contracts.
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Financial statements

One of the main roies of the Committee s to review tne financia!
statements of the Company o7 oehalf of the doard so that the
3card can gve s responsibilty confirmat:on (please see bage *58)
that the Comoany's financ'a statemets give a true and fair view of
the assets, habiities, financiai position, and profit or toss of the
Company. as weil as confrming that the annual report and financial
statements, taken as awhele, are far, baianced, and understandabie.

The Zommitiee reviews ai significant judgements and estimates
made by management 1n preparing the financial statements, which
include the estimates of future performance inherent in the Coing
Concern and Viability statements {see the Caing concern and
Viability statement on pages 104 and 105). In FY22, the
Committee reviewed the period covered by the Going concern and
Viapiity statement and agreed to extend 1t to five years, being the
period covered by the Group's business plan. As part of its review in
Fy23, the Committee considered again the penod to be covered
by the statement and agreed that the five-year period remained the
most appropriate tmespan for this Group given the business
planning cyc'e, the leng-term nature of many of the programmes
and insight gained from the turaaround. In assessing gaing concern
and viabilty, the Committee has considered cash flow projections
aMa Tings, WhICh AL 8350motiona, oo fa as Ly Can Le
made, in respect of climate change, with related sensitivity anarysis
and stress-testing scenarios, borrowing facilit'es avaiiable to the
Company and covenants.

Civen that Coodwill impairments were 1eguiled in Fr22 the
Committee paid parhicular attention in FY23 to management’s
rmparrment reviews and the Auditor’s opinion thereon. The
Committee reviewed the Campany's goodwiil assessment and
considered the key assumptions, which were the number of cash
generating units, the cash flow assumpuons embedded in the
Company's five-year plan, the casn flows in perpetuity, which use
external estimates of GDP growth rates, the discount rates used and
the approach ta central contingencies and Corporate surpiuses/
deficits. The assessment alse ‘ncluded sensitivity analyses on
inflation and climate change. Following its review, the Committee
was satisfied that no impairmenit of gcodwll was required in FY23.

In FY22, the Company made its first Task Force on Climate-reiated
Financial Disclosures following the introduction of the Listing Rule
9.8.6. During FYZ23, the Group has built on the work done in FY22
to be in a position to provide enhanced disciosure on environmental,
social and governance (ESG) issues. Further detail on climate risk
and opportunity scenaria planning is set out on page 72.

The essence of Babcock’s business involves commercial contracts
frequently involving significant upfront investment and with many
extending over multiple years. Consequently, management in
preparing the financial statements has to make a number of key
judgements and est'mates that are specific to each contract. An
impertant focus for the Audit Committee has been to review and
challenge management on these key judgements and estimates,
with reference tc revenue recegnition under [FRS15, which include:

« ihe Company's Type 31 Programme, where the Committee
reviewed the process for the release of the announcement dated
20 April 2023, which disclosed that the Company had been unable
to reach agreement with the MoD abcout the contractual position
regarding additicnal costs resulting from certain macroeccnomic
changes that were not fareseen at contract inception.
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» Financiat Statements

The “elease -ncluded the announcement of a one-off provision of
between £50 million and £100 iilion, The Committee carefully
reviewed the Company's disclosure processes leadng up to the
announcement, inciuding the support for [ne prelminary assessment
of the paovision. Affer its review, the Committee was satisfied wn
the robustness of the Company's approach. After the re'ease, the
Committee corvened a dedicated meet ng to consider tne 14
<ey judgements that underpinned tne revised estimate outtury ar
compietion. Tne meeting was attended by the project team so
tnar the Committee cowd chalienge the proceass oy which the
project tearr had produced their revised estimate as well as the
prudence of the judgements themselves, After its review., the
Commrittee approved the Company's judgement, which also
farmed part of the audit by Deloitte.

The Company's Future Maritime Support Programme, where the
Committee considered the way in which the Company dermonstrated
the transformation savings achieved on the Programme and those
planned to accrue. Under the programme, the Company has to
deliver certain savings over tne five-year lifetme of the prograrme.
The realisation of these savings s a key estmate for the Company
The Committee considered the maturity of each category of saving
- whetner the custemer had s.gned off on the saving, whether it
was embedded ' the Comipany's cost base, or whether the
LOMPany Nad taken e saving rougin 11y galed review process.
After cnalienging the robustness of the Company's evidence, the
Committee gpproved the Company’s jJudgement,

Atixed-price pregrammme within the Nuclear sectar, which is ciose
lu eompletton, where the Committee tested the management
judgements on outstanding work and therefore costs to complete.
in particuiar, the Committee challenged tne Company’s position
on whether 't had a right to appry for a final price adjustment
under the Sing:e Source Contract Requiations. After its review,
the Commattee 3ccepted the Company’s pesition.,

The Company’s Defence Support Croup contract. where the
Committee reviewed the accounting for the work that the
Company expected to contract in year ten of the programme as
wefl as the accounting for exit costs. Having considered IFRS T
carefully, the Committee was satisfied that the Company was
adopting the appropriate accounting,

Inflation and its impact on the Group’s revenue and cost for each
of its contracts was a key accounting judgement for the
Company. as the Company acccunts for these contracts over
time under an Estimate at Completion model with the Company
recognising profits based on the final expected contract outtum
marg:n. Changes in future inflation assumptions therefore impact
profizs in FY23. The key inflation assumption for the Company's
contracts relates to the wages of its employees. The Committee
considered the Campany's assumption for its FY24 wage
negotiaticns and tested the support for that assumpticn, The
Committee aiso considered nffation in other costs such as
mater:ais and sub-contractors. The Committee tested the
guwidance gqiven Dy the Company to its businesses, noting that
there was little ccmmonality across the Group's contracts. After
its reviews, the Committee was satisfied with the Company's
agccounting approach to infltation,
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Audit, risk and internal control continued

= Saie of certain of tne Comnany's Aeral Emergency Sevices
business. On 28 February 2023, e Company completed the
sae of certain of its Aeriai Zmergency Serwices busness. These
were four ey accounting consideratens for the Comimitiee to
consider as result of the comaoiet.on of the sale — the classfication
of the discontinued oneration, £ne Jount at which £1e Company
had passed contro! over the busess to the buyer, fae need to
ImDair any assets or to recognise any hiahiiities anising from the
sate, and the ciassificaton of costs relating to toe disposat,
The Committee tested the accounting approacn taken by tne
Company in respect of each of these consideratans and was
satisfied that they were approprate.

Following its review, the Committee was of the opinian that the
F¥23 Annual Report and Accounts was recresentative of the year
and presented a fair, balanced and understandable overview,
providing the necessary information for shareholders to assess the
Croup's position and performance, business mode! and strategy
and recommended that the Board make s “esponsibility
starements as set out on page 158,

As previously reparted, the “inancia: Renarting Council was
reviewng the audits by PwC of Babcock's financial statements for
FY2017, FY2018, FY2019 and FY2020. On 8 March 2023, the
Councit issued 1ts Finai Settlement Deciston Notice in respect of
PwC's FY1 7 and Fy 18 audits and imposed sanctions on PwC and
two farmer audit partners. The Company has reviewed the
Councii's Decision Notice and 1s confident that it has addressed
the failings in the PwC audits found by the Counci through a
compinaton of the Contract Prefitability and Balance Sheet review
fthe CPBS review), the disposal of pusinesses through the porticho
raticnalisation plan, and the Blueprnt of Control tmproverents.
The breaches in the PwC audits identfied by the Council :aciuded:

« Issues relating to the Company's EC225 helicopters: The
Company did own eight FC225s and held operating eases for a
further five. The Campany now has cnly two FC225s which are
undergoing maintenance pricrtc saie of return to their lessar.

« MSDF contract: The MSDF contract was a long-term contract with
the McD for the repair, maintenance and suppert cf vessels and
enabling services at naval bases. The contract has been replaced
with a new contract with the MaD, the Future Martime Suppert
Fragrarrme {FMSP). FMSP does also include agreed savings
targets, which Deloitte review as part of their audit.

* Compliance with accounting standards in relation to the
assessment nf goardwill mpairment: The Company had included
ir5 Africa business within the Land sector for the purpose of its
goodwill impairment testing. Following the CPBS review, the
Carrpany has corrected this aggregation.

+ Vanguard contract: The Vanguard contract was a Jong-term
contract for the refueliing and re-fit of HMS Vanguard. The
Councilidentified that managerrent made two key accounting
judgements in respect of the contract. As part of the CPBS
review, the Company has reassessed its revenue recogaition
assumptions.

« Contract A: Contract A s a ten-year cont-act with a foreign
governmen?t agency for the supnly of specianst traning faciines
as weil as the supoly of personnel, supoort sexvices and
infgstructte work, The Counc 't ident fied breaches in respect of
revenue recognition and supoly chain financing. As part of the
CPBS revew, the Company has “eassessed -£s revenue recognit'on
assumptions and jeciassified outstanding balances uader the
supply chain financing as 2ank and otner borrow:ngs.

Hoidfast contract: Hofdfast was a [oint venture i which e
Compairy had a 74% interest. The Councii identitied a number or
breaches In the audit work of FY 18, The Company has since
disposed of its interest in the joint venture.

Phoenix It cantract: The Comipany manages a fleet of leased
vehicles far the MoD under this contract. The Company recorded
the revenue and costs of the contract as a principal rather than
as an agent, inc'uding for the 'passthrough’ arrangement {the
seiecting and paying of certain suppliers and recharging the
revenue to the MoD at nil margin). The Company has reassessed
this judgerment as part of the CPES review so that the Company
recognises the ‘pass-through’ revenue as an agent.

DSC contract: Under the DSC cantract, the Campany provides
military venicle fleet management senvices ta the Botish Army.
I'ndarthe ranrract the (‘nmpqm‘r roraivnd revaniis far tha
prowtsion of spares and repaics, witicti 't pilled to the MaD ar ni
margin. The Compary judged that it was receving this revenue
3s 4 piincipas and ot an agent. As part of the CPBS review, the
Caompany reassessed this jJudgement and judged that -t was
receiving the revenue as agent.

* RDE7: The Mol and the Cempany agreed to settle a numrber of
issues in respect of Rosyth Royal Dockyard in the RDS7 settlement
agreement. The agreement was a unique occurrence relating to
the issues that were being settled and will not repeat.

The Council continues to review PwC’s audits of the Company's
FY19 and FY20 financial staterrents. During the course of its
review, the Council has asked the Cempany certain clarification
guestions, which it has answered. Cther than that Babcock has had
no other role in the review.

Caode of Business Cenduct violations and fraud

The Babcock Code of Business Conduct, which incarporates the
Croup's whistleblowing palicy, centains arrangements for an
independent external service provider to receive 10 confidence,
reports on suspected vigiations of the Code for reporting to the
Board and the Committee as appropriate, Mlease see page 83 for
further detaiis. The Board reguarly received reports on matters
relating to the Code.
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Key facts

The Committee

Carl-Peter Farster has chaired the Committee since
September 2022 and has been a member of the
Committee since joining the Board in june 2020. The
other Committee members are currently lohn Ramsay,
Lucy Dimes, and lane Moriarty. Please see pages 108 and
109 for biographies and page 117 for attendance.

Highlights
* Review of the Company’s Remuneration policy for

proposing to shareholders for their approvai at the
2023 ACM

* Engagement with shareholders in respect of the
Company's proposed Remuneration policy

= Review of FY23 remuneration cutcomes

= Deciding on the FY24 implementation of the
Remuneration policy

Key responsibilities
* Oversight of reward matters across the Group

* Maintenance of a strong link between strategy,
stakeholder experience and Executive Director reward

= Approval of reward cutcomes for the
Fxecutive Directors

Carl-Peter Forster
Chair of the Remuneration
Committee

Dear fellow Shareholder

This & my first repert to you as Chair of the Committee. Before starting
my report, | wouid like ta thank my fellow Committee members far
their ttme and assistance over the year in review, which invoived
additional Committee meetings and papers as we reviewed the
Company's proposed new Remuneration palicy, including the
outcome of our engagement with sharehclders. | would also like

to thank Klersti Wiklund for all her work as Cormnmittee Chair befare
her retirement from the Board in September 2022,

Finally, | thought it would be useful to set the context in which

the Committee made its decisions. This is the second full year of
our turnarcund. During the year, we, as a company, have taken a
number cf stegs to address our historic underperformance. We have
significantly strengthened our balance sheet through our portfolic
realignment programme and are now a stronger. more resilient,
and more disciplined company. This year we have delivered
double-digit organic revenue growth, underlying margin expansion
and a significantly better than expected cash performance in an
uncertain environment {please see pages 12 to 17 for more detall).
The Committee has taken this context intc account in deciding the
FY23 remuneration outcomes.

New Remuneration policy

A key focus for the Committee over the last year was the review of
the Company's Remuneration poficy, as cur current policy expires
this year. We will put the new policy to shareholders for approval at
the 2023 AGM. In conducting its review, the Committee kept in
mind its key responsibility to maintain a strong link between
strategy, stakenclder experience and Executive Director reward.
The Committee considered different structures, put concluded that
broadly the current policy, which 99.5% of shareholders approved
at the 2020 ACM, remains credible and effective, with only modest
changes proposed, as discussed below.
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Governance statement: Remuneration (contnued)

Before finalising its propoesals, the Committee was keen o engage
with shareholders to understand their views. The Committee consulted
our iargest shareholders, castunng over 60% of the issued share capital,
including meeting with a number of them. In general, shareholders
supnoted the proocsed policy and offered suggestons around the
weighting of incentive measures which the Commuittee accented
and has adonted. Having received and incorporated the feedbacx
from this exercise, we trust that we are now 2rososing a policy that
broadly al our sharenolders will support, as they did in 2020.

Changes in the new Remuneration policy

The Committee looked in detail at the design of the Company's
Performance Share Plan {PSP). In particular, it evaluated whether
the existing PSP struck the right balance between motivational
effectiveness and market competitiveness {by being based on
three-year performance) and reinforced success aver the longer-
term horizons of the Company’s business cycle and contracts, as
well as the ongoing business turnaround. The Committee
considered a number of alternative approaches to the current
three-year PSP to help address these specific chalienges, including:

« extending the PSP performance horizor, eq, o four or five years.
However, the Committee conciuded that, given the ongoing
business reset, It was preferable to continue with the current
three-year long-term incentive period to ensure executives are
focused an performance over this next crtical stage of our
turnaround: and

= replacing the PSP with a Restricted Stock Plan, whete shares awarded
t0 the executives vest over time subject to continued emplayment
onry (le withaut performance conditions). Whiie this structure is
considered potentiaity helpful in alleviating the challenges of target
serting and woutd align existng arrangements in Babceck for
ermpioyees Dewow Board levei, which reflects incentive practices
seen elsewhere in the market, the Committee concluded that it
Wwas Imporiant 1o retain a streng focus on perforrmance-related
leng-term remuneration at executive levels, and that the PSP
remained the best vehicle to achieve this.

The Committee therefore decided to retain the existing PSP but revise
the measure scorecard; the Committee discussed with the managerment
team a range of possibie PSP measures which wauld align more
closely with the drivers of the Company's long-term success and
strateqy. and concluded that TSR {used previously in the PSP) should
ne replaced by twe new key financial metrics. This new set of metrics,
the Committee believes, will ensure the PSP s more effective in
reflecting the quality of decision-making over the PSP performance
horizon. The new proposed metrics for the 2023 PSP grant are:

« Free cash flow {weighted 30%); retaining this XPl in the PSP
scorecard aligns with our current focus on improwing the quality
of our cash flow and balance sheet strength;

« Underlying operating margin (weighted 30%); this is 3 key
strategic driver for the Company and a KP that underpins
sharehoider value creation over the longer-term;

« Qrganic revenue growth (weighted 25%); to incentivise delivery
of a primary KPI for the Croup and a key pillar of our strategy.
This element witl also be subject to a discretronary underpin if
operating margin performance is below threshold: and

= ESC (weighted 15%); the Committee is mindful of the increasingly
strong investor sentiment in this area and, in particular, the
desire to see quantitative environmental targets inciuded in the
leng-term incentive.
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The Committee has selected two key metrics, reduction in carbon
emissions and senior managem™ent diversity, in fine with the
Company's Z5C strategy. The Committee believes that these four
measures fogether capture the key drivers of the Company's
long-term strategy and enable the Commuittee to set challenging,
but meaningful, three-year targets against which to measure
success. In proposing this scorecard, the Committee a.50 considered
wheter to retain a weighting on relative 752 for the 2023 252
awards. However, it concluded that, when measured over a
three-year period, TSR is fikely currently to be less directly relared to
Babcock’s underlying performance and therefore risks outcornes
being driven primarily by external factors beyond management's
control. In addition, the Committee believed it was a challenge to
define a benchmark for the Company that was both robust and
sufficiently relevant to ensure the relative TSR measure would be
credible. Therefore, the Committee proposes dropping relative TSR
for the FY24 cycle, and keeping under review its use in the scorecard
attaching to future cycles during the fife of the proposed Policy.

As discussed above, the Committee considered carefully how

the Company’s remuneration arrangements ceutd incentivise the
delivery of Its strategy over its long-term business cycle generally.
and through the business reset specifically. The Comimittee believes
that tne paiance of pay elements should reflect this rocus, with a
significant portion of the Executive Directors’ pay being delivered
in shares vesting subject to rmulti-year performance to create
alignment with the Campany’s performance over this perod

and. by extension, the experience of our stakeholders.

As part of this revew, the Committee theretare alse considered
whether the existing incentive opportunities remain appropriate in
the specific business context for Babcock, and whether they deliver a
competitive, performance-orientated package reflective of the caiibre,
experence and sustamned strong performance of our Executive
Directars. The Committee conciuded that the annual bonus
opportunity was set at an appropriate fevel, but that the PSP limit
Ir the Palicy should be increesec fram 200% to 250% of safary.

The Committee s ploposing to ncrease the CEO's PSP opportiinity
In fine w'th this change. In determining to do so, the Committee
considered the complexity and critical nature of the business reset
requived to establish a platfarm for future success and shareholder
value creation, and the value attributed tc the specific skillset,
expertise, sector knowledge and deep customer relaticnships of
our high-performing CEC. The Committee resolved to upweight

the emphasis in the CEC's package on long-term performance to
reflect these considerations and further strengthen the alignment

of Incentive outcomes with shareholders’ iorger-term interests
tnrough the delivery of the business reset. The Committee is
mindful of the external aptics of quantum increases, but is sansfied
that this: s proportionate to the calibre of our CEQ (the total
remuneration opportunity would be positioned between median
and upper guartile for companies of comparable scale and sector
peers); does not risk rewarding poor performance (targets are set to
be stretching, and the vesting level at threshold - of 16.7% ~ is betow
market norms); and will appropriately reinforce a scorecard of
measures that are consistent with the Company’s strategy and
values. We calculate that the impact of making this change on the
CEO's averall remuneration level, considering the achievability of
the performance conditions, 15 ¢.8%. The CFQ's PSP award opportunity
will remain at 200% of salary for the time being. Full vesting of the
PSP award opportunity will continue to be subject tc the achievement
of stretching targets, ensuring that the additional opportunity vests
only for detivering exceptional performance for stakehaiders.




» Strategic report

Having set out the changes, | hope to receive your support on our
new policy at the 2023 AGM. If you wou'ld like to talk to me apout

e new dolicy, T will be at the AGM and wouid be mare than hapoy

to take any questions.

Remuneration in FY23

This anaua ~eport togetner with the FY23 financ:al statements sets
out the busness context in which the Committee fook its decis:ons
over =Y23. The Committee defieves That the -emuneration outcomes,
wnich | summarise below, reflect the Company's serfoermance and

the broader context, including sharehclders” experience and interests.

In summary, the Committee approved the following cutcomes:

« Salary: As we disclosed in our FY22 report, the Company decided

to focus its FY23 pay settlement on those employees most
impacted by the ‘cost-of living’ crisis by awarding a standardised
annual salary increase to ail UK employees except the highest
earners. In ine with this decision, tne Committee decided not to
nerease tne Executive Directors’ sa-ares for Fy23.

« FY23 annual bonus: We followed the same structure for the
FY23 annuai bonus for Fxecut've Diectors as we did for Fy22.
ft was based 80% on underlying firancia! performance measures,
SR CGuanty LILaAlS T ulideiiyag e abing el Tow (GEN an
underlying profit before tax (PB7). in fine with past pract.ce, we
maintained tne percentage allocated to norn-financiai measures
at 20%. As r FY22, we adopted a w.de range for the performance
targets and retained discretion to ensure that the outcaome
aligiied Lo the experience of the Group's stakehoiders. Even
though the Company's cash flow performance was strong in

Fy23. with the OCF component of the bonus being earned in fuk,

the PBT performance threshold was missed and no bonus was
earned for this component. The Committee aiso considered the
excellent progress against the FY23 strategic pricrities, as
detailed on pages 13 and 14, and was pleased to award an
overatl annual bonus for FY23 of 59% of maximum for David
Lockwoed and 58% of maximum for Cavid Mellors. Please see
pages 144 and 145 for more detall.

« 2020 PSP awards: The Committee made 1ts 2020 PSP grant in
December 2020, delayed due to the impact of COVID-19.
Vesting of the awards {the opportunities under which were scaled
back by 10% - to 180% of salary - t¢ reflect the Company's share
price performance prior to grant) is linked 50% to cumulative
undertying free cash flow (FCF) over thige yedis ending £¥23
and 50% on relative Total Shareholder Return {TSR) over three
years ending 30 November 2023, As set cut cn page 146
(and in line with best practice guidance from investors and their
representatives), the Committee subsequently further scaled
back the award opportunities by a further 10% of salary at the
time of finatsing the FCF targets, to recognise the decision to
delay doing so pending the conclusion by the Company of the
Contract Profitability and Balance Sheet review in 202 1.

The Committee recognises that 2020 was an uncertain perniod
for the business, and considers the reductions to the 2020 PSP
award quantum to be appropriate in the circumstances. The FCF
component has vested at 100%, following exceptionally strang
underlying cash generation; the relative TSR component was

tracking at zero vesting at the end of FY23 - we will report on its
final vesting in the FY24 report and confirm overall vesting of the

2020 PSP award next year.

» 2022 PSP awards: We granted the 2022 PSP award in August
2022, Vesting is based on relative TSR and cumulative FCF, both
equally weighted, consistent with the 2021 PSP awards.
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The performance periad for the award s the three financial years
starting with FY23: as we consider the targets for cumulative free
cash flow 10 oe commercially sensitive, we have delayed disciosing
the range, but we wii disclose this e later than the 7Y25 annual
report, beng tne relevant annual report for disclosing the vesting
outcome for the 2022 PSP awaid. For further detail, please see
pages 143 and 15110 152.

Remuneration for FY24

When considering tne \mpementat on of our Remuneration aoiicy
for FY24. we have borne in mind the need to continue to support
the turnaround of the Croup by ensuring that we incentivise the
Executive Directars to deliver the Board's strategic actions, whilst
continuing to align the implementation of the policy with
shareholder interests, We have done this as follows:

* Salary: Cur normal practice is to align our review of the
Executive Director saiaries with the Company’s review of the
wider workforce. Tnis year, the Committee will wait to see the
outcome of the Cormpany's review before dec.d.ng whether any
increase is appropriate for the Executive Directors. The Committee
is well aware of sharenholders’ views during this time of «nflaticn
and wil! Dear those views in mind n its discussions.

« FY24 annual honee Tha crrctire of the Evocgriva Dicactgr
annual bonus for Fr24 is cons.stent with that for FY23, with
rmeasures based on underlying OCF, underlying PBT and
non-financial obectives. The maximum award opportunity s
150% of salary and the Bxecutive Directors will defer 40% of any
earned bonus inta the Company's shares for three years. We have
set the measures and targets, which we will disclase in fuli 1y ow
report next year. Please see page 147 for more detail,

+ 2023 PSP awards: We wilt grant awards under the PSP to the
Executive Directors :in 2023 covering the three-year pernod
Fy24-FYZ6. As described above. we have decided to refine the
measures so that they align more claosely with the drivers of the
Company’s long-term performance and strategy. The measures
are free cash flow (as used for the 2022 PSP award), underlying
operating margin (an «+mportant indicator of operating efficiency).
organic revernue growth (an indicator of business growth} and
ESG {reflecting sharenclder sentiment that companies need tc
play their part in improving the UK's perfarmance in this area}.
We have set the targets for each measure to ensure that they are
appropriately stretching. For more detail please see page 146.

Focus for FY24

We will continue to suppart the strategic aims of the Group
through cur work an the Committee and the implementation of
our Remuneration pohicy. Te do that, we will continue te engage
with our key stakehclders, our shareholders and employees, to
understand their views. We will use this engagement tc design
remuneration structures under our new Remuneration policy which
reflect best practice and support the Croup’s strategic direction
and incentivise employees to deliver value to shareholders.

I nope that 1 can count on your support for our new Remuneration
policy. if you have any questions, | will be at the 2023 ACM and
would be happy to discuss them with you.

Carl-Peter Forster
Committee Chair
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Governance statement: Remuneration {continued)

Remuneration at a glance

This section Drovides ar overview of the Comoany's performance over FY23 and the remuneration recelved Sy our Executive Directors. You
can fing full detaiis in the Annuai repo™ onh remuneraton on pages 142 to 152.

FY23 remuneration outcomes

FY23 Annual bonus

The Committee Sased the Y23 bonus 07 a mix of financial and non-financial measures, the performance targets for which (and actuai
pe~formance against these} are ser out below. Tor a full description of the FY23 annual Sonus, piease see page 144

Measares Warranted payou® (% of maximure bonusj
) D Lockwood D Mellors

l:nde-r_ly}}ﬁg Profit Before Tax (Pé ) ) 40% Max D% Outtur 40% Max " 0% Qurturn

. Pe-formance targets

Threshoid
Target
Stretch
£223.3m
F235.0m
£258.5m
Outturn £3128.9m
Lnderlying Operating Cash Flow (GCF) 40% Max 100% Outturn - 40% Max 100% Outtarn Threshold

Target

Stretets

£121.0m
£127.5m
£140.3m

Cutturn £307.0m

~ar-financial 20% Max 95% Owtturn - 20% Max - 90% Quttura

Total 100 Max 59% Outturn 100% Max 58% Outturn

1. The Comrmttee has merged several measures into an overall assessment in th's table for disclosure purpeses.

2020 PSP

The Commitiee approved the 2020 PSP grant in December 2020, deiayed due toc COVID-19. Vest'ng is based 50% on three year
underlying free cash flow (FCF) and 50% on three year “eiative Totai Shareholder Return {TSR). The FCF performance periad ended 31 March
2023, warranting 100% vesting. The TSR performance period ends November 2023, put as of 31 March 2023 vesting was zero.

Trreskcle
performerce 1 BLFS stretet perormeree echng
% weight g vestrg; . 1700 vfsw:l;_,‘ _L"w__‘nwr: i+ nf L_:vE-Jf'_-J“?_warr;:
3-year FCF post exceptional items

o 50% £t4acm £210m E 253m 50%

3-year TSR vs FTSE 350 (excluding investment Below median TSR
trusts and tinancial services) 50% Nedian TSR Median TSR + 9% pa as ¢t end FY23 0%

Tatal expectec
vesting 50%

1. The Committee adjusted the FCF outturn 10 exclude the cash flow impact of certain items, and which was intended to ensure the focus
was on dniving core performance. For more mformation, please see page 146.
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Implementation of the Remuneration policy in FY24
Forthe current financhal year, the Comimittee intends to mplement the Remuneration policy as set out in the table below.

Tlenerl St erdlu Jase adldey e deneits
Implementation for <24 Davig Locxwood: £8° 6,000 10% of salary Lnchanged from Y23
Javid Mellors: £571,200
The Committee will review the Dase salary of
the txecutive Directors later in the year. inits
review, it will carefully consider shareholder
sentiment in respect of salary Increases.

:E’"?E!WI of remcrerat.or ) ) Arnera zors and Ceferred Ror, ;PIH'E‘,H:{ Lt

implermentation for FY24 The bonus structure is consistent with that PSP awards of 250% and 200% of salary for the CEO and CHO
used for FY23. with awards of up to 150% of respectively, with vesting based on measures the Committee
salary based on the achieverment of financial believes are most appropriate: FCF (weighted 30%),

targets, underlying orofit before tax (PRT) and  underying operating margin (weighted 30%). organic
undertying operating cash flow {OCH). (each a  revenue growth {(weighted 25%, and subject 1o a discreticnary
40% werghting} and non-financial measures cperating margin underpin) and £SC {weighted 15%).

{20% weighting).

The Commitiee has martained its normal

practice of pavina 60% of anv bonus earned in

cash, with the remaining 40% deferred in

shares for three years. For more cetail, please

see page 147,

Alignment of the Remuneration policy
The Cormmittee betieves that the pclicy corrplies with the piliars set out in paragraph 4C of tne 2018 Corporate Covernance Code:

Clarity The Committee believes that the disclosure of the remureration arrangements is transparert, with clear
rationale proviced on its maintenance and any changes to policy. The Committee remains committed to
censulting with sharehclders on the policy and its implementation.

Sin;lpliaty ' ) The policy and the Committee’s approach to its implementation are simple and well understood. The
performarce measures used in the PSP, alorg with those in the anrual bonus, align to Babcock's strategy.

Risk The Committee has ensurec that remuneration arrangements ¢o not encourage of reward excessive

risk taking by setting targets which ere stretching, but achievable, with discretion te acjust formulaic annual
bonus arid PSP cutcomes, and with suitable underpins where necessary.

I?editrabiilrityﬁandr The link of the performance measures to s-t:ie-g_y_ar_wd_{he_setr;.g of té-r_g-etsTaalances pred|crat;i]rt§ and

proportionality proportiorality by ensuring outcomes do not reward poor performance.

- The boliéy s consistent with Babcack's cultare as \;\-J_eil-g-\ts;?t-ra_tgtjy-f-‘_thegforgdriving behaviours which
promote the long-term success of the Company for the benefit of all stakehoiders.

Culi:urg

Compliance statement

This report has been prepared in compliance with ail relevant remuneration reporting regulations in force at the ime and in respect of the
financial year under review.

This report contains both auditable and non-auditable information. The information subject to audit is marked.
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Governance statement: Remuneration {continued)

Remuneration policy report

Shareholders approved our current Remuneration policy at our 2020 AGM. As the policy expires after three years, we
will propose a new Remuneration policy to shareholders for their approval at the 2023 AGM. We set out below the
new policy with any changes from the cusrent policy in italics. We have explained any changes to the current policy

in detail in the Committee Chair's opening letter on pages 131 to 133. if shareholders approve the new policy, the
Committee intends to apply it for three years from the date of its approval. You can find the current policy at
www.babcockinternational.com fwho-we-are {leadership-and-governance.

Key principies of the Remuneration policy

Our Remuneration Do«cy for Executive Directors refiects 3 preference that we be-eve the majonty of our shaiehalde s share -
¥ j

fo rely impre

feavily on the value of variabie perfor mance-related rewards than on the fixed elements of pay, fo incentivise and reward success. "he
Caommittee, therefore, weights the focus of executive remuneration towards performance-refated pay with a particular empnasis an
tong-term performance. The Committee believes that, properly structured and with suitable safeguards, variable performance-reiated
rewards are the best way of inking pay to strategy. nsk management and shareholders’ interests,

Remuneration policy for Executive Directors

Base salary
Purpose and Ilnk to strategy
Operation

Opporiunity

Performance metrics

"o recruit anc retdm the best executive talent to execute our strateg\c obj ertwes at aDDfopruate cost
The Commutree reviews paye salancs annually, with re‘erence to the indmigaal’s u,ie, exXpenenLE anc
performance; salary levels at retevant comparators are considered. but do not i themselves drive gecision-
making R )

The Copmatree anticipates that increases i salary for the wider e ployee populatan over the temm af ths
policy will guice 1t on ary increases for the Executive Directors. I certain circumstances (inclucing. but not
fimited to, a matenal increase 1n job size or complexity, rarket forces, prometion or recratreent}, the
Cormmittee has CisLICten Lo Make appropriate acjustments to salary fevels fo ensure they remain far arag
campetitive.

Business ana incmadual perfarmance are L_ons»di:warlors i iettmg base salay.

Pension
Purpose and Ilnk to strategy
Operation

5-pportunitrﬂyv

Performance metrics

Ta provice market-com peht\ve rerrement beﬂefiti

Cash Supplemerr in lieu (whaolly or partly) of pension senefits for ongoing se'w_e anc/or meW‘Dershlp of the
Croup's defined benefit or defined contribution: pension scheme.

Fxecutive Dlrectcrs receive pension benefits up to the value {10% of saE?ry s of Fy24) equivalent tc the
maximurn level of pension benefits provided under the Company's reqular defined conbiibution pension
plans as offered 1o the wider workicrce in the refevant market as may be in effect or amendec from time 1o
t\me

not per‘mmance reigted.

Benefits
Purpose and link to strategy

Operation

Oppﬂcr;tunity'

Performance metrics

Desigrec-i_t-c-nmt-)e compet\tw-é“}f‘ the irarket E;}i‘tlch the Grajp emiploys Lher'\iﬁﬁiwdua\. crto ;éet Costs
eﬁectwely ncurred at the Company's request.

The Group provides a range of berefits, which may include (but are not hmited to) life 1 lrsurance meoma\
insurance; car and fuel benefits and allowances; home-tg-work travel and refated costs: and accommodation
benefits and related costs.

The Group may offer otter berefits {eg relecation) If the Commitiee considers it appropriate and reasonable.
Berefir values vary by role and are penodically rewewed and set at a level that the Commuttee considers
appropriate in light of relevant market practice for the role and individual circumstances.

Tre cost of the benefits provided charges in dccordance with market conditions, which will determine the
maximum amaount that the Company would pay m the farm of henefits auring the periad aof this gaolicy. The
Committee retains discretion te approve a higher cost in certain circumstances (eg relocation} ar in
cirtdrsterces wlhiete feclies cutuide e Cuttipery™s conliut have chat ged 1nelerially.

Mot performance-related.
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Annual bonus
Purpose and link to
strategy

Operation

Opportunity

Performance metrics

| Target they ear up to 55

» Covernance » Financial Statements

To underpin delivery of yea~-on-yeai financial ne'formance and progress towards strateqic non-financal
anjernives, heng stractured o mativate delivery against tasgets a~d achieverment of stretching
cutzerformance, whilst miedful of *he achieverrent of long-term strategy ana lorge-term nsks to the
Corrpany.

The requirement to defer a substantal pat of the bonus nto Comoany shares strengrhens e Nk o

long rerm sustamable growth.

Performance targetfs are set at the start of the year and reflect the esponsiodities of the Zxecuative In relation
to the delivery of our strategy.

At the end of the year, the Commuttee determines the extent to which the Grouan bas gchieved these targets.
The Committee has the discretion to adjust the outcome (up or down} within the imits of the plan for
corporate transactions, unforeseen events, factors outside reasonable management contrel, and changes to
tusiress pricrities gr operatignal arrangements, to ensure targets represent and remair a farr measure of
performance. In additicn, the Committee considers health and safety performance and may reduce or cancel
any annrual bonus otherwise payable if it considers it appropriate to do scin ight of that performance.

The Committee defers at feast 40% of annual bonus payments for Executive Directors into Company shares far
three years. Dividend equivalents accrued during the deferral period are payable in respect of deferred shares
when (and to the extent) these vest.

Malus and clawback prowsions apply to cash and deferred bonus awards anul the third anniversary of the
oaymentfvesting gate:if the accounts used to determipe the borus level have to be marenally correcled. «f
the Commirtee subsequently cames to a view that bonus year performance was materially worse than
arigirally believed: in the event of gross misconduct: or if the award helder leaves employmert in
circumstances mowhich the geferred ponuas did not lapse ard fzcts emerge which, if known at the ime, woule
have caused the deferred bonus to lapse an leaving or would have caused the Committee to exercise any
discretion differently. B

Maximum bonus opporturity is 150% of salary.

For achieverrent of threskold, the Executive Directars earn up to 15% of maximum bonus: for acheverrent of
¥ of maxirmum porus.

The Ccmmittee getermines performence or an ennual basis by reference to Creup financial mezsares, eq
underlying PBT, underiying COCF, as well as the achievernent of non financizl objectives.

The weighting an nen-financial objectives s limited to 20%, urless the Committee believes exceptional
circumstances mert a higher weighting.

The Committee retawms discretion to vary the financial measures anc ther weightings 2nnwally, to ensare
alignmeni with the business priories for the year.

Performance Share Plan (PSF)

Purpb?e and link to
strategy

Op_e_l:ata’on

Opportunity

Performance metrics

To incentwise delivery of sustainable value creation over the fonger term.

Long-term measures guard against the Company taking short term steps tc maximise annual rewards at the
expense of future perfermance. ) - - o - B

The Committee has the ability to grant nil-cost options or conditionat share awards under the PSP,

The Committee reviews award levels and performance condiions, on which vesting depends, from timne to
time 10 ensure they remain approprizte.

Participants will receive cash or shares equal to the velue of any dividends that they would have received over
the vesting pencd on awards that vest.

The Committee has the ability to exercise discretion to overrnide the PSP outcome in circurmstances where
strict apphcation of the performance conditions would produce a result inconsistent with the Company's
remuneration principles.

An additional two-year holding period will 2pply to Executive Directors’ vested PSP awards before the
Company releases thern.

Mafus and clawback provisions apply to PSP awards untill the third anniversary of the payment {vesting date: if
there s g misstaterment of the Group's financial results for any perod; if the Committee subsequently cemes
to a view that performance was matenally worse than originally believed; in the event of gioss misconduct: or
if the award holder leaves employment in circumstances in which the award did not lapse and facts emerge
which, if known at the time, would have caused the award to lapse on leaving or caused the Comimittee to
exercise any discretion differently.

Maxirmum annual PSP award opportunily is 250% of f;&;;(;;dy .
16.7% of the maximum award opportunity will vest for threshold performance.

Vesting of PSP awards is subject te continued employment and Company performance over a three-year
performance pernod.

The Committee intends to base PSP awards made during the life of this policy on the achievement of
stretching targets that align to key drivers of strategy {including. but not fimited to, free cash flow,
operating margin, organic revenue growth and ESG).

The Committee will review the performance measures, their weightings, and performance targets annually to
ensuire continued alignment with Company strategy.

1. Under trie 2020 remmuneration policy the max num was 200%.
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All-employee plans - Babcock Employee Share Plan

Purpose and link to strategy
Operation
CroLp comparmes.,

To encourage errployee ownenid of Company shaies.

Oue Lo dll LY tax cesident eroloyees, ncludi g Frecative Bieclors, of sdoitipaling

The olar 15 an -IMRC-approved share sncentive plan that allows an employee to ourchase shares
out of pre-tax salary whieh, if held fo- a period anproved by HMRC {currently three to five years),
are taxed on a favourable dsis.

Opportuﬁify

The Company can march purchased sha‘es with an award of free shares.
Participants can purchase shares un to the prevaihing 9MRC iimit from time o firre.

The Company Lui ently offers to match purchases made through the plan at the rate of one free
matching share for every 10 shares purchased. The Commuittee rewews the matching rate
periodically, but it will remain bound by the prevatling HMRC limit

Perfarmance metrics

~ot performance-related.

Approach to recruitment remuneration

In the case of huring or appointing 8 new Executive Director, the
Corrmittee may make use of any of the components of remuneration
{and subject to The same imts) set out in the polcy above.

In determming appropriate -emuneration for new Executve Directors.
the Committee will take intc censideration all reievant factors
{inc'uding quantum, the nature of remuneration and from where
Uie Curnpany teennted Uie candidaie] to ensuie tha avangenicnie
are in tne best interests f the Company and 1ts shareholders. The
Committee may aiso make an award in respect of 3 new extena
appo-ntrment to ‘replace’ incentve arrangements forferted on
leaving a previous employes aver and above the limits set out .n the
pclicy in the table abeve. In doing so, the Committee will consider
relevant factors, inciuding any performance conditions attached tc
these awards, time to vesting and the iikelihoad of these condit ons
being met. The far value of the compensatory award would not be
greater than the awards the Company was replacing. in crder to
facilitate uke-for like compensatory awards on recruitment, the
Committee may availl itself of the relevant Listing Rule, if reguired.

When appointing a new Executive Cirector by way of promotion
from gn internal role, the pay structure wil' be consistent with the
policy for external hires detailed above. Where an individual has
contractual commitments, cutstanding incentive awards and/ o
pension arrangerments pror ta their promotion to Fxecutive
Director, the Company may honour those arrangements; however,
where appropriate the Committee would expect these to transition
aver time Lo the arrangements stated above.

VWhen recruitng a new Non-Executive Director, the Committee ar
Board will structure pay 'n line with the existing posicy, namely a
base fee in line with the cur-ent fee schedule, with additonal fees
for fulfihing the rote of Senjcr Independent Director, Cha'r of the
Audit and Remuneration Committees, and Director designated for
employee engagement.

Payments from existing awards and
commitments

Exceutive Cirectors are eligible to receive payment from any award
cr other commitment made pricr to the approval and implementation
cf the Remunerat'on pelicy detailed in this report.

Performance measure selection and approach
to target setting
The Committee selects measures used under the annual bonus

pians annually to reflect the Group's main strategic objectives for
tne year. Tney reflect both financial and non-financial priorities.

138 Babcoce internatcnal Greup PLC . Anrua Report cng Frisc g statemedts 28053

The Commitiee sets performance targets to be stretching but
achevable, considering the Company’s strategic priorities and the
econoric environment in which the Company operates.

The Committee sets financial targets taking into account a “ange of
reference points, including the Croup's strategic and operating plan.

The Committee considers at length the aporopnate financial
conditions and non-financial ocrectives to attach to annuai bonus
awards as wel! as the financial rargets to attach to snare awards fn
ensure they continue to be: (i) relevant to the Group's staregic
objectives and aligned with shareholde!s” nterests, mindful of risk
management; and {il) farr by be.ng sutably stretchuing whilst realistic,

The Commiitee has discrenon to adjust the calculation of short-
and long-term performance cutcames in circumstances where
appication of the formufa would produce a result inconsistent with
the Company's remuneration pnnciples. Such crcumstances may
include changes 'n accounting standards and certain ~gjor
corporate events such as nghts issues, share buybacks, special
dividends, corparate restructurings, acquisitions and disposals.

The Committee reviews the performance canditions for share
awards prior to the start of each cycle to ensure they remain
appropriate, The Committee weuid not make a matenial recuction
in long-term incentive targets for future awards without prior
cansultation with our major shareholders.

Executive Director and generat employee
remuneration

The policy with regard to the remuneration of senior executives
be'ow the Board is broadly consistent with that for the Executive
Directors, In that it weights remuneration to variable components
which are delivered through an annual bonus and equity-based
incentives, albeit that restricted stock awards, and not the PSP, are
used for participants below Board level. The Committee considers
the Remuneration poficy for our Executive Directors with the
remuneration philosophy and principles that underpin remuneration
for the wider Group in mind. The remuneration arrangements for
other employees reflect local market practice and the senionty of
each role. As a result, the levels and structure of remuneration for
different groups of employees will differ from the policy for
executives as set out above, but with the common intention that
remuneration arrangements for all groups might reasenabiy be
considered to be fair having regard tc such factors.
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Balance of remuneration for Executive Directors

The cnarts below prov:de an est'mate of tne potent:ai future
reward opoortun.ties for tne Execut.ve Directors, and tne potentia:
spiit netween the different elements of remuneration under four
drfferent performance scenanos: ‘Minmum™, ‘Cn-target’, "Maximur’
and ‘Maximum+50'%".

Chief Executive

EIRE R Bt It LA 0!
s 3\."7. [l 1o £5,302
+:ij
' £4.282
ot m £1.018
] Saea e 21CC 40CC DU £L00

Potential “eward opportunities are based an the Company’s
Remuneratipn policy and (molementation in FY24, as outiined n
tne Committee Chair's statement and fate~ in the Annual report on
semuneration, apphed to base saiares as at 1 Apnil 2023. Note tat
the projected vawes exclude e imoaact of any share Jrice
movements except a the ‘Maximum+50% scenana.

Chief Financial Officer
BRI RS I S IO

i o
e
c ECE 1.oCc SCC 2000 200 J0C 3.50C

-erd -Sor:us - opsp

Tne "Minimum’ scenaric shows base salary, pensicn (and]or pay .n
seu of pension) and taxaole benefits {ie fixed remureraton). These
are the only elerments of the Executive Directors’ remuneration
packages that are not at risk.

Tre ‘Ontarget’ scenario reflects fixed remuneration as above, plus
a payout of 55% of the annual bonus and thresho'd vesting of
16.7% of the maximum award under the PS¢

The ‘Maximum' scenanc reflects fixed remuneration, pius full
payeut of all incentives (150% of salary under the apnual borus,
250% of salary under the PSP for the CEO and 200% for the CFO).

The ‘Maximum+5C%' scenario reflects fixed remuneration, pius fui
payout of all incentives with the value of the PSP also reflecting an
increase of 50% in the share price from grant.

Shareholding guidelines for Executive Directors

The Committee sets shareholding guidelines for the Executive
Directors. The current guideline is to build and maintain, over time,
a personal {and{or spousal) holding of shares in the Company
equivalent in value to at least Lwice the Execolive Dieclor’s dnnua
base salary (three times for the CEG). Executive Directors are
expected to retain at least haif of any shares acquired on the
exercise of a share award that remarn after the safe of sufficient
shares to cover tax and national insurance triggered by the exercise
{and associated dealing costs) until the guideiine level is achieved
and thereafter maintained.

The sharehoiding requiremnents include a post-cessation extension
such that departing Cxecutive Directers wiil be required to hold
vested Company shares, received through incentive plans granted
from the 2020/ 21 tinancial year onwards. for two years at a level
equal to the lower of their actual sharehelding on cessation and the
in-post shareholding requirement. Any shares purchased by an
Executive Director will not be part of this helding requirement.

Details of Directors’ service contracts and exit
payments and treatment of awards on a change
of contro!

The foltowing summarnses the key terms (excluding remuneration)
of the Executive Directors’ service contracts:

Executive Directors

hE e Dzrectsernce cortrars et e er od
Cawvid Lockwood {Chief 29 july 2020 12 rranths from
Executive) Ccmpany,
12 months frem
Director

12 months from
Company,

12 maorths from
Cirector

29 Se;?tengber "
2020

David Mellors
{Chaef Financial Officer)

The latest service contracts are available for inspection at the
Company's registered office and will alsc be available at the
Company's Annual General Meeting.

The Company's policy is that Executive Directors’ service contracts
should be capable of being terminated by the Company on not
maore than 12 months’ notice. The Executive Directors’ service
contracts entitie the Company to terminate their employment
without notice by making a payment of satary and benefits :n lieu of
nctice. Under the Executive Directors’ contracts, the Company may
choose to make the payment in fieu by monthly instalments and
mitigation applies such that the Comrnittee rmay decide to reduce
or discontinue further instalments.
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Governance statement: Remuneration {contnued)

In addtion to the cont-actual prowisions regard.ag dayrent on termination set out above, e Company's incentive plans contam
D ovisions for termination of employment, where the Committee has the discret'on to determine the ‘eve’ of award vesting as described :n

the tabie below,

e

Annrual bonys

Deferred b;;ms
awards

Treatment 3y a cnarge 3 satel

Will be paid a time pro-rated
Sioportion, sudject to performance
during the year, gere-ally paid
immediately, with Committee
WisCrenon (o frear otherwise,
Participants may exercise awasd in full
ori the change of control, with
Committee discretion to treat
otherwise.

Wall De paid a time oro-rated

T patorent e a qocd eaves!

oronortion, subject to dedformance
dunng the year, gene-ally said at the
year end, with Committes discretion ©o
treat otherwise.

Entitled to retan any award, which will

generally vest at the nermal vestung
date, with Commitiee discrehion 1o
treat otherwise.

Entitled to retain a ume pro-rated

Treztme- T fo OtAel eavers o

o annual bonus entitlement, unless
the Dommitee exercises discrelion to
treat otberwise.

Outstanding awards are forfeited
unless the Cammittee exercises its
discretion to treat otherwise,

Qutstanding awards are forfeited

psp Awards generally vest immediately and.
far performance related awards, wilt be  proportion, which remains subject to unless the Committee exercises
pro-rated for fime and remain subject  performance conditions fested at the discrettar 1o reat otherwise.
to performance conditions, with normal vesting date. In very
Committee discretion to treat exceptional circumstances, the
otherwise. Committee has discretion to aliow
immediate vesting, but time pigrating
will always apniy.
A ndwedue won'd generaly Be Lons dered o 'good edver f trey eave the Croup’s emnp oyment bv easen of nury il -mea -, disatn Ty, ~edundancy o ret rement.

Te treavnest of stae awards "eid Dy DITRCTO1S Wwne eave on arter a-oumds s enfirely at the dw et an of tne Commmnittee, ano naeciding whetres fand the extent
tewe ot Pwould D appropare to exerone trat ducret on tre Committer w il mave megard to a l tme Creumstances.

External appointments of Directors
The Directors may accept external appointments with the pnor approval of the Charr, provided that such appointments do not preludice
the individual's absfity to fuitit thesr duties for the Group. Any fees far outside appeintments are retained by the Director. The Chair wili
approve such appaintments, as the Beard beileves it is beneficias for Directers to gain experience of cractice n cther organisations.
However, before approving any appointment, she must satisfy herself that there are no conflict issues with the Company (or they can be
appropriately dealt with) and the Director will have sufficent tirre to devote to the Comipany. During the year, Carl-Peter Forster joined
Vesuvius e and Lucy Dimes joined 1omart plc. Since tne year end. Ruth Cairnie has jcined the BT Groug pic put stepped dawn as Senior
Independent Director and Remuneration Committee Chaw for Associated British Foods s

Chair and Non-Executive Directors

Meare

Ruth Cairnie {(Chav]
Lucy Durl.e?7
éarl-Peter Ff)?ster
Leed Parker
jchn Ramsay
Iam:?\ﬂonaﬁy
Sir Kevin Smith

Cel€ 0T 3BEOH CMENt 33 & D rector
3 Aprit 2019
i Apnl 2018
“_1 Iune 2020

januery 2022 1
1 Necember 2027
1 lune 2023

Care cf curren ECITTmers etier

28 March 2022

28 Vay 2021

30 March 2023

30 March 2023

"5 January 2022
1 Necember 2022

31 May 2023

Arhcipeted expiry of
presert e ¢f appe rimeny
(sujert re ary uel re-elecnicnd

ACM 2025
ACM 2024

 AGM 2026
ACM 2028
ACM 2025
ACM 2075

ACM 2026

The Group's Non-Executive Directors serve under letters of appontment as deta'ted in the table above, norratly for no mere than
three-year terms at a tire; however, it all cases appaintments are terrunable at will at any time by the Company ar the Director.
AP Non-Executive Directors are subject to annua! re-election by the Company in general meeting in line with the UK Corporate

Covernance Code.

The latest written terms of appointment are avalabie for inspection at the Company’s registered office and at the Company's Annuat
General Meeting. The expected nme corymitment of Non-Executive Directors :5 set out in their curent wntten terms of appointment,

Details of the Non-Executive Directors’ terms of appointment are showrt in the table. The appointment and re-appointment, and the
rermunerat:on, of Nan-Executive Directors are matters reserved for the Nominations Committee and Executive Cirectors, respectiveiy,

The Non-Executive Directors’ fees have been set at a teve: to reflect the amount of time and level of involvernent required in order to carry

aut their duties as members of the Board and its Committees. The Non-Executive Directars are not eligibie to participate in the Company's

performance-retated incentive plans and do not receive any pension contnbutions.
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Detalls of the pohicy on fees 3aid to our Non-Fxecutive Directors are set out 'n the table pelow:

S.ngron

To attract and

retain high-calibre
Non-Executive
Directors with
commercial and other
experience relevant
to the Company

Ooe. st on

Fee levels aie reviewed aganst market practice from
tire o time {by the Chamr and the zxecutive
Directors in the case of Non-Executive Directar fees
and by the Comruttee i respect of fees payaole to
he Chair). Additional fees are payable for addrhonal
“esponsibilities such as acting as Semwor ndedendent
Director, Chair of the Audit Committee, Chair of the
Remuneration Committee and Director designated
for ernployce ergagement.

“on-Executive Directars do not participate in any
incentive schemes, ner do they recerve any pension
or berefits {other than the cost of tiavel and
accommaodation expenses).

The Company reviews fee levels by reference to FTSE
listed companies of similar size and complexity. It
takes into account time commitment, level of
invatvemert required and resporsihity when it
reviews fec tevels. this may result in higher fee {ovels

Dasrtaaty

Nor-oxecutive Jirector fee increases are
applied m Line with *he cutcome of the
perodic fee 1eview.

Any increases “o the Non “xecutive Directo:
fee will tyoicaily be in line with general
movements in market levels of hon-~xecutive
Director fees.

In the pvent that there 1s a matenal
misalignrment with the market or a charge in
the complexity, responsibility or time
commitrent required o fulfil @ Non-Executive
Cirector rale, the Baard has discretion to make
an appropriate adjustment to the fee level.

fe nanoe

YRy P

None

far averseas Directors.

Consideration of employec vicws

When -eview'ng Lxecutive Directors’ remuneration. the Committee
is aware of the proposals for remuneration of all empioyees. When
considering executive pay, the Committee takes into accourt the
expenence of employees and thefr pay. The Committee considers these
rnatters when it conducts its annuai review of executive remuneration.

Tne Company seeks to promote and maintain good relationships
with employee representative bodies as part of its employee
engagement strategy and consults on matters affecting empioyees
and business performance as required. The Committee engages
with employees through several routes: directly with employees
through the glcbal people survey and through the ‘ask David’
email; and indirectly through forums such as the employee
regresentative forum, which s a forum where the CEQ, the CFT
and the Chief HR Officer meet with the Group's main trade unicn
representatives to discuss matters of material interest to the Croup,
including the Group's remuneration policy. At the FY23 meetings,
the Chief HR Officer explained the Campany's approach to
executive pay, including that of the Executive Directors, and the
intent of the Company to focus on its [ower paid employees by
offering a standardised annua! pay increase for all UK emptoyees up
to a given threshold. The Chief HR Officer explained that tnere
would be no increase for those employees on fixed pay aver the
threshold, including the Executive Directors, who would stili remain
eligible for the bonus and the PSP. The trade union representatives
welcomed the Company’s early engagement and s proposed
positioning for FY23. The Chief HR Officer repoited the views of the
trade union representatives to the Board and the Committee for
them to consider as part of their discussions. The Committee takes
any feedback it receives into account in its decisicn-making on
executive remuneration.
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Consideration of sharehag!der vicws

When deteminng rerruneration, the Commiltee takes into account
the views of snarehalders and best practice guideiines issued by
nstitutional sharehoider bodies. The Committee welcomes feedback
fram sharebctders on the Remunerat:on polcy and arrangerments. it
commits to consulting with leading shareholders in advance of any
sigrisficant changes to the Remunerat:on poicy. In developing the
policy set out In this ceport, we consulted with shareholders
representing ¢.60% of cur issued share capita, as well as shareticlde
representative bodies. We had a good tevel of engagement and are
pieased to report that virtually all investors who provided feedback
indicated support for the approach initially oroposed.

The Committee will continue tc menitor frends and developments
n corporate governance and marxet practice to ensare the
structure of executive remuneraticn remains appropiiate.
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Governance statement: Remuneration (continued)

Annual report on remuneration

The Committee

The Board appoints the members of the Committee onthe
recommendation of the Nominaticns Committee. In accordance
wit tne UK Corporate Governance Code, oniy indedendent
Non-Executive Directors are members of the Commitiee.

In total the-e were 8 meet.ngs 10 the year to 31 March 2023. The
Cnar and the CE0 attend meetings by invtation, as does the CFOD
0N occasion, but they are not prese 1t when their own
rermyneration -s being decided. The Chief AR Officer aiso attends
meetngs.

The terms of reference for the Committee are available for
inspection on the Company's website, The Committee reviewed
them during the year. Duties of the Committee include the review
of the policy for the rermuneration of the Executive Directors and
the Chair, as well as their specific remuneration packages. In
determining the Remuneration policy, the Committee takes into
account all factors, which it deems necessary to ensdre that the
Company arovides members of the senior executive management
of the Croup with appropnate incentives to encourage strong
performance and rewards them for their individug contibuticns to
the success of the Company in a farr and responsible manner. The
composition of the Committee and its terms of reference comply

O P B N [ [V o P P A T
withitho orovicions of the UW Corporate Sovermanee Codl.

Advisers

Ellason adwised the Comimittee during the year, Eilascn reports
directly to the Committee Chair and provides objective and
independent analysis, information, and advice an all aspects of
executive reruneration and market practice, within the context of
the objectives and policy set by the Comrittee. A representative
from Ellason tyoicaily attends Committee meetings. Eitason atsa
provides participant comrunications, pesdormance reporting, and
Non-Exectirive Directors’ fee benchrrarking services to the
Caompany. Ellasar is @ member of the Remuneration Consultants
Croup and a signatory to the Cede of Conduct for consultants to
rermuneraticn committees of UK hsted comparnies.

Please see www.remunerdlicnconsultantsgroup.com for detdils.

Summary of shareholder voting

Siason agheres o this Code of Conduct. The Company paid fees to
Eilason in resoect of work for the Committee carred outin the year
unde- review totalling £96,420 tased on time and materiais,
exciud:ng exoenses and VAT,

The Comimictee reviews Ellason’s invoivement each year and
considers aty other refat onshing that it nas wth the Company that
may limit its indeoendence. Filason has ne relationship with the
Comoany or iis directors beyond those formed in its capacity as
anpointed adviser to the Committee. The Committee s satisfied
rhat the advice provided by Fllason is objective and :ndependenr.

Matters considered

The Committee considered a number of matters dunng the year

to 31 March 2023, including:

= renewing the Remuneration policy bearing in mind market trends
and corporate governance best practice

= engaging with shareholiders in respect of the Company’s new
Remunerat.cn pohcy

= reviewing the Committee’s terms of reference

* consdenng trends in executive remuneraticn, revuneratian
governance and ‘nvestor views

= reviewing share ownership guidelines for senior executives
« reviewing the Directors’ Remuneration rapaort

« reviewing the continued appointment of the Committee’s
ndependent advisers

» making share awards under the Company's share plans

» reviewing the perfermance measures and targets to be applied
under the Company's PSP

« agree ng Executive Director saiaries for the financiat year

+ considering performance targets and non-financial objectives for
the Fy2 4 annual bonus plan

agreeing the levei of vesting cf PSP awards granted in 2019

« considering performance against the measures applied to, and
ievel of payout of, the FY22 annual bonus

agreeing the level of, and targets for, 2022 PSP awards.

The following Tab.e shows the results of the iast Binding snareholdei vote on the Reruneranon policy at the 2020 AGM, and the advisory

vote on the Annual report an remuneration, at the 2022 AGM:

24020 Remnneratior_\p_olicy

2022 Annual report on remuneration

cTes (et LANET nf gotes 3 ec cast ‘cr ""ﬂ_’ rar Totar r'_um e ofuciEn iE:VCIw cast fer 31 ¢ ace nst
For {inchucing discretionary) 358,523,814 99.48% 320,983,657 94.45%
Aganst h B - 1,866.823 052% 18.867.386 555t
Total votes cast {excludirg withheld votes] 360,390,637 100% 339,851,043 100t
votes withheld 16.471 678 e " 28309

Total vetes cast (ircluding withheld vates) 176.862.3'5 T T 339879352 -
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Single total figure of remuneration for Executive Directors for FY23 (audited)
The rabfe below sets out a single figure for the tota: rernunerat'on recawed Dy each Sxecutive Director,

David Lockwood David Mellors

o N T mascese Se23 000 "7 Fv23E000 T s o
Fixed remuneration ) i o o
Salary i o o 816 N 808 ; 571 - 566
Jenefils in ond and cash’ . Ry 119 15 '3
Pension’ o - ) 82 ar 75; " 57
A.‘ﬂuélﬁvar'labléirieimunerétlbn ) B - ﬁ______ - B o T - -
Annuat borus {cash)’ ' i - 433 i&?@ B - 298 40"
DBP (deferred annual bonus planj_ o B ~ 289 o387 - o 268
Ght_j—ter}ﬁ-lﬁcentives - . . 7
pspr - 7 N -1 nla 442 ' n/e
Dwidends’ h h 7 - T e - nfa T e B T {a
Total (of which) i T 2372 ©oters 1582 1307
To[al?‘l;(ed remﬂneranon i L 7 7{6? 1OOE 7777777 e -_m _538
Total variable remuneration®-»- o 1,353 967 ) T ’ L

I~ figures rave been ca culated as toliows:

1 salary: Base £a ary amownt na 0 the year. Tre Brecutive Girectoes d d nef receve @ nay mcrease n =Y 235, Sut they o d 3T way Trough FY22, Tre reason for e
d fference cetween the Dase sg-ary pEbweeN FY22 and FY22 crrat tre PY25 amounit stows Tne S22 fcrease for tre e yeds, wrereds e FY22 amourt oty 57 ows
tre ‘ncrease for patt of the year

4 Renefitsin kind and racks The wadie ni benefite and camns conpiamp ot fefnar ihoan fhees noige nf mnne Anrbinend ne e AT A e s st b e n et
incurred at the request of the Company, accommedation- e atec Jenenis, car and fue zenefts and costs 'n coanect'on witt accoarnodat oo Dav'd Locewnoed
P23 ecerved 99,495 1 connect.on Wetn mis deeemimeeat'on Costs n womdon, wrich wese, af the Company's “equest, to enan e ~ mtc 'ead tre busress effect vey

3. Penson: The sumoers aove rearesent tor @acn yedr e value of the cas~ suspement, wr oo for Bav d wocawood and Bawd Medors was 1 O% of base satary.

4 Anena peous {oash) Ths s tre A0 of tatar 3T nua Dot ey ted for performance dunng toe year (see pages 144 and T45] trat s 1ot requeed (o be Teandatoray
defered ntosrares ader tre BRP see page 137) and s cad o ocash,

5. CBP: Thie s tre mancaten iy deterreg e ement of The annudl venus eg e for serformance dur ng the year (£0' of e ned Dot Ul W CF i vest after three years,

6. PSP The 2020 award was granted i Decermoer 2820 at g graat unce of 352p, with vestng Dased 50% on cumulztive FCF 1o tre end of F¥22 and 50% cn e at ve FSH
cver tre 3 years 1o 30 Nevernber 2023, The vatue ntre tabie reflects 10C% vest ng of the FCF compenent ana an expectation of zero vesting of 1-e 1SR comaenent,
us fig @ share pr ce ave'agea cver the ast quarter of Fv23 (of 3C9.12p): the vest-date vaie dltnputable to srare pr ce apprec aton was 7ero as the share pece ai
grart was higher, at 3525 Tre vz ue ‘erorded nthe taoie we be undated ntre FY2a4ienort, te reflect any change 0 vest'ng of tre TSR Zamaonent anc t-e actual
srare prce at vest

7 Dwigerds: The total va.ue of divicenids acowng 0nicnig term ncent ve awards (ctmer than o nandatey deferran of sorus awards under tne DBPY vesting on
perftormance to 31 Mach 2023 (for FY 23 ane 31 Marcn 2022 (for 7¥22), pavacle nocask oo exerase of the award.

Neither of the Executive Directors participated in @ Croup pension scheme or atherwise received pension benefits frem the Croup for
service during the year tc 31 March 2023, They instead receved a cash supplement equat to 10% of salary, There are nc additional early
retirement benefits.

Supplements paid In liew of pension do not count for pension, share award, or bonus purposes.

Directars benefit from life assurance cover of four times base salary. The cost of providing that life assurance cover was:

grli:tcr o o o o o FY23 £7000 pa FYI'_J F0Ge
David L.ockwood L . — . - ;)
David Mellors 3 3
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FY23 annual bonus (audited)

The Commimee dased te FY23 annyal bonus on a mix of financal and non-financial measures. The financiai element, weighted 80%, was
the unde-ly'ng QCT and PBT performance (based on nudgeted foreign excange rates) of the Grous agains: budger. The non-financa)
meastres were orincipally the themes that the Committee considers to be of matera! ;maortance to tne continued success of the Compaiy.

In determining the sutturn i cesaect of the financ ar measures, the Comimittee cons'dered whether it snould adjust the actual outturns to
account for the imoact of the sae of certain of the Groua's aeriai emergency services pusinesses {the AZS business), out concluded tat no
adjustment was ecessary as it would nave had no 'mpact on te bonus outcome. The Commitzee aiso reviewed the Company’s heaith &
safety performance as it is an underzin for the annua bonus. The Committee consdered te “otality of the Group's health & safety
envIronTent over the year, inciuding the imosoved reporting cuiture, the changes made over the year and the improved orofile of the
Group's Total Recordable Injury Rate and decided not to exercise s discretion.

The table below summarises performance against each financial measure, and the bonus outcome.

bohus e emer s R Threstol “arget Max muem Cultes Bavid .echwooy Zavid Mevicrs
Achleving budgeted T o Maximum potential
underlying operating cash fow: E127.1m £127.5m £140.3m £3070m  (zofsalary) . BO0%  BO%
- Outturn (% of salery) eoe 60%
Acﬁrei}ﬂ@ budgeted Maximum potential - o
underhying profit before tax F2233m £230.0m £258 om £128.9m (% of salary} 60%
~_Ourtum (3 of salary) 0%
" Maximum potential '
~or finarcial objectives® __[®ofsalary) ~30% 30%
' o Outtumn (% of salary) 28.5% 27%
Maximum potential
Tptal (% of salary) - 150% 150%
' Ou[t-u--r-n_-{_q;-:)_f salary) 88.5¢ 87.0%
1. Thees old vest ng s; 18,87 of -nawmun for ree PET a6 cash [ ow eements, and €% for non-finand 2 srieasores. I ne wib™ cur peocy, Dvesal vest ng at treestod g
nG MCTe thdn 1 5% wren a0 medsuees dre consdered, Vestng culecrmes are detentoned on & straigri ne siding sca e for sefermance cutturns setween thresho d

and target, anc setween terget and Max murmn.
. Operatng case fiow offer capta expenditure and before pensior paymerts 1 excess of the ncome statement crarge.
_ Betore amort sat'or of arcu 1ed Ntangioies, wit' rhe reatment of exceptiondi tems at tre discret.on of tre Coemmittee.
. Firthes detads oo tre nonf rarc a1 obiectves set for FY23 ace gves below.

It P

FY23 annua! bonus non-financial measures

The Committee set non-financ.al chjectives for David tockwood and David Mellors ar the start of the year around strateqic management
‘Themes' of strategy. peanle, culture and ESG, as the Committee believed these themes align to the Company's turnaround.

Cverall, the Committee assessed that strong progress has been made in FY22 on a very Broacd front, with ciear signs of \mprovements in
relationships witn key stakehaciders, strengthened internationat outiook for the Group, simplified and more consistent processes. strenger
facus on pecpie, and a marked positive shift in culture. Perfarmance agamst the objectives (detailed below) was generally well above
expectations, and white in some areas there remains much to be done, this reflects the starting point, scale and the complexity.

David Lockwood

:hevv;é i . Criectue sr¢ aisessme:tm - o o - ASSESITION T 7
Strategy” Significant progress ahead of Board expeciations, ircluding: Exceeded
Strergthern = Babcack taking leadership positions on Defence Supplier Forum and Spbuilding Entesprise for Growth  expectations
pasition = the o £ mobilisation of Future Maritime Suppart Programime with structured process to deliver -equired
LK 53avings

- Strong progress in Defence Support Croup - Year 8 ciosed with no red KPIs ) i
Crow « Awarded muit-year programme to upgrade the Austrasian Defence Force’s high frequency Exceeded
irternational communications system, reinforcing Babeock’s ieading position in that region expectations
Sﬁ;:gﬁ;::d » Awarded first significant Land Sector contract in France
capability » Estabished office to address AUKUS cpportunity
Drive * Dehvered targetéd s3vings built Into sector budgets i Excocaed
aperational expectations

= Successful execution of Phase 1 1implementation of new Global Business Managerment System, providing

transformation . .
a3 standardised approach across Babcock
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Peaple &
calture:
Strengthen
Aabeock’s
capabilty to
sec.ire the
wo:force angd
leadesship t
requires

£SC:
Strengthen
Babcock's ESC
credentials

David Mellors
Theme

Strategy
Hprove Group
financial base
stanility

Prart feaderm

ratioralisation

orve
operaliorel
transformation
& perfarmance

Peaple &
cultare

£5C

]

Executed in fui' an agreed programme of activities, developing a Group-w:de approach to Peopie and fxceeded
Curture for the first time expectations

Launch of our Clobal Peopie Survey (CPS), with Jarticioation rates cutpe~forming rmarket benchmarks
Launch of Clobal Babcock Role framewory

Simplified ey HR orocesses including; inciusion, agie woking and famiiy "eave palicies 1o emoed
cultural change

Excelient Bngré;s made on furtner embedding 3abCock’s sa-f:é_éy culture, with 81% of empioyaes it the Exceeded
GPS perceiving 3a0cocx 10 be committed to the health & safety of its people expectanons
Plan Zero 40 steps successfully implemented, with ten pathfinder projects developed

Diverse management representation continues to grow and our gender pay gap continued to improve in
2023, now 5.5% below the UK average

jeE[’lVe a}IG ziSiE‘iSITIE‘:‘T
Successfully launched a new mode! of manthly roiting forecasts Excoeded

Increased focus on cash delivery to move towards a smoother cash profile expectations

introduction of CGroup Programme Watchlist witn standard programme status review mater-als

o i +1 i ripdime v marantarimn af the caln mF sepnie oF kb e et el b Copmmom ==
Nelyarad ggreed ahlertror including the cometenan of the o' of corcin of the Croup's 373! Excooood

ermergency services businessas, realising rota' cash proceeds of c.£635 million, well exceeding our nitial expectationrs
guide of at least £400 million

Cenvered targered ;savmrgis'built into sector budgets ' Exceedad

Successfut execution of Phase 1 implementation of new Clotal Business Management System, providing expectations

a standardised approach across Babcock
Internal audit processes overhauled

Transfermation of finance function by -eading the ageployment of a new shared-services business model  Exceeded

with the establishment of the Finance Business Services team expectations
Simplified global banking services with the transition to a single provider

Transformation of the procurement function by managing the standardisatian of processes and pehcies  Met
and the faunch of a procurement academy with over 800 emplayees on the programme expectations

Embedded new governarnce and internal contrals framework across the Group, with the \mp\émentatlon Exceeded
cf the Bluepnint of Contrels expectations
Reviewed the design of the internal audit function with the Audit Committee Chair, appointing a Group

Cirector of Internal Audit and transitioning to in-sourcing internal audit

The FY23 bonus outcomnes for each Executive Director are as follows {40% of which will be deferred under the DBPY:

[-)a\f{riitock\;u:-c-)od
Dawvid Mellars

Pzyment fer Paymert “cr
Iz al targets ~or frar aaitargets Terat ZGRLS “cTal ben. s
_ _ € salary] o salary) 1% salary} } {27000]
__ B . 60% 28.5% . B85%  E722
B60% 27.0% 87.0% £497
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Governance statement: Remuneration (continued)

Long-term incentive scheme (PSP} awards vesting during the year {audited)

The Executwe Directors were granted 5P awards on 15t December 2020, delayed due to the impact of the COVID-19 pandemic. Tre
vaiues of te awards were scaled back oy 10% from 200% of sajary to 180% of salary, to reflect the share price decline in the period priorto
the grant. In Ine with Dest practice guidance fromn investos and therr -eoresentatives, the Committee subsequently further scaed back the
award opooruaites oy a furthes 10% of satary at the nre of finalising the undeying free cash flow (FC?) targets, to ~ecognise the delay in
finalising the target pending the conciusion Dy the Comoany of the cont-act profitadifity and dalance sneet review -n 202 1. The Committee
recognises that 2020 was an uncertain oerod for tne pusiness, and considers the reductions to the 2020 PS? award quantum to be
anpropriate In tNe Gicumstances. Vesting of tne awards 5 based on cumulative underlying free cash flow {FCF) and relative Total
Snarenglder Retur (TSR}, with eachy Measure naving equal we gt ng. The derformance pesicd for these awards 1s the thiee financiai years
through to 31 March 2023 for cusnulative FCF, and the three years starting on the date of grant (1 December 2020 for relative TSR.
Through to the end of FY23 the vesting of the FCF coripenent was 100%; as a result of strong underlying cash generation; the vesting of
the relative TSR companent will be confirmed in the FY24 report, but as of 31 March 2023 Babcock's performance was below Median TSR,
suggesting a vesting of zero; therefore, the numbers in the table below are indicative. Awards will vest on 1st December 2023 and be
subject to a two year holding penod. The Committee will assess the vest-date value in December 2023 and determine then whether any
additional downwards adjustment needs to be made to ensure the award does not benefit unduly from windfall gains.

Thesnnd perGinal og Sirerch pedformetice WesTing

o TR [TR T vestng) L § 0d: yesting) __Aijljsteu a0 Brmanre .‘k‘r_ﬂ-gfcne'an‘ awa )

3year adjusted underying FCI 506 £140m £210m _ £253m  50%
3yea TSR vs FISE 350 (excluding ) o Below Medtian TSR o
investirent trusts and financial services) S0% Mediar TSR Median 158 + 9% pa {as of end FY23) Lindicate)

Awards vest an a straight-ine sl'ding scale between threshald and stretch.

To wnbie the Daedutive Didabuis wuid Gpirdp sty crcnr s 380 o Jilive, aguael Tho stated modium torm objectves of the Luiiniss
reset, the Comm.tree ag-eed at the time of setfing the targets that it would be appropnate to measure underlying FCF on an adjusted
basis, 1e before certain items. Accordingly, the Commitiee set the targets to exciude the cash flow impact of the following items: voluntary
excess pensicn defic:t payments, the ttay fine, operating model restructuring costs, as weli as cash fow lost as a result of executing the

disposal programme.

This appreach recognised the prevaling business cantext at the time, shartly after the Executive Directors were appointed, and was
intended ta ensure the facus was on drving core pesformance. in determining that this element of the 2020 PSP award shouid vest in full,
the Cammittee adjusted the FCF performance by excluding the cash flow impact for excess pension contrbutions, the Ralian fine, and
restructuring costs, wnich increased FOF performance by £155 mulon for the excess pension contributons, £15 million for the Halian tine,
and £40 mmtiion for ~estructuring costs. The Committee 1s pleased to note that not only was tne Company aole to increase the payments
made over the pericd to address the pension deficit, but aiso that underlying FCF performance after taking into account these items was
ahead of internal expectations.

Long-term incentive scheme (PSP) award granted during FY23 (audited)}

The Committee granted PSP awards in the form of nil-cost cptions in August 2022 tc the Executive Directors, consistent with the
Remuneration policy.

N rnber “are Fate vaue Gt ewarc retviwnl e o
Cireceer o o cfrhames . - veLot o }:f sa\a"y; B threshala E;'f-;r"‘.:v o
Cavic Lockwood o ) 474,418 ~_Erezzooc 200 16.7%
Cavid Mellors 332,093 £1,142,400 200% 16,7%

1 Awards are nthe torm of 77 -cost opt o,
2. Based on tree-day average share prce (of 3440) at time of grant.
3. Exoressed 3s a Dercentage of sa ary af the date of the award {1 August 2022).

Vesting of the awards 's based on FCF and relative TSR, equally weighted. The performance period for these awards is the three financial
years 1 April 2022 through to 31 March 2025. Awards vest o1 a straight-ine shding scale between the stated threshold and stretch
performance levels.

The relative TSR perfermance range s below:

Thresrcic cercrergr o ST FETCIM N C
't NRCTLIG [ & 77 oueshirg! [TCC% vesnirg)

3-year TSR vs FISE 350
lexcluding investrment trusts and financial services) U Median T5R Median TR + 94 pa

Free cash flow {FCT) is defined as casn flaws of the Company, including exceptional items {unless the Commuttee decides athenwise), but
excluding disposals, on an IFRS 16 tasis. Civen the current position of the Company in ts turnaround the Committee considers the performance
range for the cumuiative three-year FCF measure to be commerciaily sensitive but will disclose the range at the earliest opportunity when
its commerc.al sensitivity is -emoved. The Committee may need to use its discretion to review the outcome of the awards in 2025 to take
into account the fevel of uncertainty at the time of award. As always, final decisions wou!ld include a check to ensure alignment with the
shareholder experience.
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Deferred Bonus Plan awards made during FY23 (audited)

in 2022, the Committee aporoved the payment of annual bonuses to both Executive Directoss under the FY22 annual bonus pian, For
more detail, piease see the singie torai figure table on page 143.

Singfe total figure of remuneration for Non-Executive Directors for FY23 (audited)
Tne tanle Delow sets out the total rermuneraton received dy each Non-Sxecutive Director:

Additipnal Total fixed Totai vanahle
Base fee fee Total* remuneration remuneration
. R B E_EO DY_’%E_: _':JL;U__ j’_!; t"L_)U_[}__ '-V‘Z;_ﬂé_- _‘x_’_2£(-3_0_0_ T2 E00 ~V23 27000 22200 Y23 ETO00 Y22 R0
Fixed remuneration -
Ruth Cairnie 336 336 - ~ 336 336 336 336 - -
Lucy Dimes et el . - 6 61 e T e T -
Kjersti Wiklungd® 2 81 4 15 32 76 32 76 -
Russ Houlden” 20 61 - 14 20 75 20 75 - -
CarlPeter forster’ 72 72 - 83 7 R -
Lord Parker 61 61 6 - 67 &1 67 61 Z -
lohn Ramsay* T e1 s s 1 76 16 % o1& - -
lane Moriarty® 20 n]’a o - 20 nja 20 m;a - - -

1. Relating to ccle as Char of e Aud t Cemmittee {crn Ramsey), Rermunerabion Committee [Keerst Wik und unt' ~er ref rement n September 2022 and ncw (Ca' Pete:
Feister). and Directcr des gnated for emcloyee engagement {Lera Parxer).
2. Non-Fxecutive [ -ectors dic ot “eceive any taxable berefts n Fr23 or £ 22

L ; ! M e T,
e eV LD Lo nd Te U c T T o DTIT 0l Rl Ven Do w200

4, Car-Pete Fonste s the Sennor Independent T ector and Car of tre Remure-at on Committee.
5. lor Ramnsav uined the Board .0 lanuary 2022,
8. fa"e Manarty ;ained the Board 'n Decempe- 20322

Sourcing of shares

Shares needed tc satisfy share awards for Directors are shares that the Company erther newly issues 1o the Group's employee share trusts or
purchases in the market by the trusts using funds advanced by the Company. The Compary finalises the source selection an or befare
vesting, depending on the Board's view of the best interests of the Company at the time, within the iimits of available headroom and
dilution “estrct.ons.

Executive Directors’ remuneration for FY24
The Comm.ttee has sef the remunreration for Executive Directars for FY24 niine wth 115 new Remuneration policy.

Fixed pay

The Company has nct compieted its FY24 pay review for the general UK workforce. Therefore, the Committee has decided not to review
the fixed pay of the Executive Directors until iater in the year when the Fy24 pay review is more advanced. In its review, the Committee wul
take account of sharehoiders’ views on increases in executive pay and their alignment with the increases for the workforce. The Fxecutive
Directors wilt receve the same pension arrangements as in FY23 (ie at 10% of salary) and the same benefits as in FY23.

o L o o 1 Aprit 2023 il 2o
Dawd_ggc_kwoqc o B - - - £816,000 __ E816,000
David Mellors £571,200 £571,200

FY24 annual bonus

The structure of the Executive Director annua! bonus for FY24 is consistent with that for FY23, with measures based on undertying OCF,
underlying PRT and non-financial objectives. The Committee has agreed the targets but, due to therr commercial sensitivity, it will only
disclose them in next year's Annual report on remuneration.

40% of any earned banus will be deferred inta shares for three years, with the remaining 60% payable in cash (in fine with our norma
Remuneration policy).
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Governance statement: Remuneration (continued)

2023 PSP awards

The Committee intends 1o grant awards under the PSP w0 the Execut’ve Directors 'n 2023 covenng the threeyear period FY24-FY26, with
the measures deing underying free cash flow (weighted 30%). undesly'ng ooerating margin (30%). organic “evenue growth [25%, supject
aisc to a giscreronary undesoin f operating margin pe<formance is be:ow threshoid), and E5C (15%).

TAU0 oo 1ettaTmance LreoTIn D8NG Tigni

Bowaig iy 1A Tharstog) SIO0E vastagy

3-year organc revende growth - 25% 15.7% 23.6%
3 year wmgnted average Jﬂde(lyng operating margin o 30% 68; o 8.0%
3-year cumulative underlying free cash flow 30% £216m £324m

1. F¥24 and F¥25 account for 25% eac of the measure whereas F¥26 accounts for 50%.
Awsards vest on a straight-line shding scale between threshold and stretch.
The targets for the ESC measures are:

= Areduction in the Company's carbon emissions 10 FY26 within a range of (6.7)% and (8.5]%. This measure will have a weighting of 7.5%
{1e half of tme ESC totai weighting of 15%). A reduction of (6.7)% will resuwt :n a 16.7% vesting of this portion of the ESG element, with a
reduction of {8.5)% warranting fuli vesting.

= The achievement of sepor management gende’ diversity range .0 FY26 of petween a Thresnoid of 28.5% and a maximum of 31.5%,
being a -5% and +5% range around the Company’s gender diversity target. This measure will have 3 7.5% weighting, with a 16.7% vesting
at threshold and fuli vesting at maximum. The definiton of serior management is employees, excluding Executive Directors, who have
resconsibitity for planming, directing or controiling actvines of the Croup or a strategicaily signficant part of the Croup {Sector|
Functional teadersnio teams) and{ar are directars of subsidiary business units fBusiness Unit leadershin

Payments for loss of office (audited)
Ne pay~ents for less of office were rrade duiing the year ended 31 March 2023

Payments to past Directors (audited)
lohn Davies stepped down as an Executive Director on 31 March 2020 and ret'red as CEC tand on 28 June 2021, His 2019 DBP award
{the value of which was disclosed -0 the 2019 Brectars’ Reruneration Report) vested on 13 June 2022.

Bil Tame renred from the Cormrpany on 30 lune 2018, nawng previously stepped down as an Executive Drrector on 31 March 2018, His
2019 DBP award (the value of whicn was disclosed 1n 2019 Directors’ Remuneration Report! vested 0a 13 June 2022,

Non-Executive Directors’ fees {including the Chair)

In iine with the approach taken witn the Executive Directors, the Committee will review the Chair's fee later in the year when the FY24 pay
review for the general U waorkforce 1s more advanced. The same appreach witl be taken for the review of the Non-Executive Direcror fees.

a4 23 ¥ rhenge < nce last review
Arncal rzte “ee o v o _E ot E(‘;:
Char o o - 336000 336,000 0%
Senior Independent Directar (inclusive of besic fee) 72000 72000 0%
Basic on-Executive P{TEC_‘L_O_[;;?E"E iL‘K basec Directcrs) ' o 61,000 T 61,000 .
Chait of Audit Committee’ - - 15,000 15.000 0
Chair of Reruneratior Committee’ T ) - 15,000 - 15,000 o 0%
Director designated for Employée engagememt'”ﬂﬁ ' 7.500 7 7.500 0%

7. The Company sets fees for nen-Gk-based Cirectars ~aving regard 10 tre extra T me cormmitment nvowved N attending meetings.
2, Tre Comoany says fees for crarng Beard Come ttees 1 add ton te the nasc anoicase NosExecutive Directer's fee and for act ~g as the Cirector desgnated fer
emp-oyee engagenent. Te Company does ot pay add tcna fees for membersr 2 of Committees,

Percentage change in the remuneration of all Directors compared to the workforce

The table below shows the annual percentage changes in remunerat:on over the [ast three years for each individual whe was a Directar
durng the year ended 31 March 2023, compared to the average UK employee, as required under The Companies ({Directors’
Remuneratien policy and Directors’ remuneration report} Regulations 2019 {the ‘Regulations’). The Committee will build up this analysis in
subsequent years until it displays a five-year history.

The Regulations require this disclosure to provide a comparison of year-on-year changes in Directars’ remuneration compared to all ather
empioyees of the parent company 1n the Croup. However, the Company does not have any employees, meaning there would be nc data to
disclose for the broader employee population. The Committee has therefore elected to compare the change in Directors’ remuneration
with the change in remuneration for the average of the UK employee poputation, as a suitable comparator group for this purpase.

Tne Committee MoONitors this information 1o ensure that there is appropriate alignment over time in fixed pay between Fxecutive Directors,
Non-Executive Directors, and UK employees.
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Base salary 'fees Taxable benefits Single-year vanable

Fr22 v w1 FYz2 vy Fv20 Frz2 2 o
to FY23' T2 TyEYAT to FyY23’ I o FY2t to FY23' o2z 3y
Exécutive Directors 7 ) 77: ) L 7- - _____7 ’
Dawid Lockwood % 1% nfa 1% 1% nfa {25)% nia ~la
Savid Mellors B % 1 ~fa 0% 1% aja 26)x  nla ~la

Non-Executive Directors? - S ) - )
Ruth Carrwe x5 B nfa ”"',‘,3,___ n,l'i- nja ala
Lucy Dimes 0% 5% ~ia nla nja nla nia
Kjerstli\r.'\.’l'gpndi‘ o i7 {15)% 4% 18% L n[iaw nfa nfa ;j:LT ' 'nfa © e
Russ Houlder {{8)% 10% nia B ﬁ,ra nja nja nja nja nka
Carl Peter Forster 188 1% nfaﬁ nja Cnja nja miT[ai nr,T;'ﬂ ’ ﬁ_fa
logParer 1% 5% nja___na nfe  na__ nfa nfa nfs
John Ramsay? o nfa nfa nja nla nfa _nja nja nla
jane Moriarty- nja nja nfa nja nja nja nja nja nia
Average for all LK employees” T 59% e 2% 0% 0% 0% _Eﬁ?)? _nfa (100}%"

. As this tabie s zased on lhe sing.e fgure Lab e, 't nas produced anomalcus resuits, in resnect of the Executive Corecto's, t-ey 8.d not receive a Day nclease n 723,
buttheydd — tuy 20210 {oat way trough FY22). The s ngie figare Tamie sows a ase sa‘ary actnaly na.d du- ~g the year FY23 was the Frst vea toshow e fil
incease grantea — F¥22. i espect of the Non-Execut ve Directars, these were changes to tre Cracs of Committees and a fee te Lord Parke- ttroduced for s
additional wer< as Non xecutive Directo” ges-gnated for emeloyee engagement. Toget-er, these account fo- te nercertage cranges as trefe -as Jeen no change
to t-er fee eve's, cther tmar the dec s on to pay ¢ fee for the Corectnr designated fer emp oyee engage™ent. Please see tre ‘Non-Executive Cirectors' rees taole on
cage 147 Expanatons for tre otserved changes n earhe’ years e at ng to former d rectors sre orcv.ded noi7e re evant Annca Kepott o Rermurerat on.
NorExecutve Directors recerve fees cnvy, They do not recove faxable benefiis and de not oar cioate 'n ncentive schemes,

Tea mprmartamn s A tmmm fovr Fmrrromr ﬁ‘PC\P‘ﬁPr -—nﬂ—_\:t_'r Elalalie) -SE\H wzhy ff:r C\/:? [ alaat el LR L Tl ‘:n—_ MA----: - —»-v—--——w'_rnﬂ vaskb (‘\2’1

tofii Hamsay ;o ~ed in lancary 2022, To fac'itate a compar scwith FY230 s P 2.2 fee {togetmer with mis fee for oeisg the Chac of the Acdt Comnimittee) -as heen
arnuahsed. The norease stown above eflects s apooiatment i ate 722 to the "ole of udt Committee char.

lane Mo gty eined dunng FY23 and mence so yea-on-yedr COmsanson 1s ava ap e

. T-ezng e yea-varacie f gure "or our LK emip oyees s 2 ovded noescect of Gur anond J6Tes pat, we ¢ mas been estimated dased 0 ol expected Dous outtu

for #¥23 at tre time of c scosure. T- s estimate s 7 00 te Aty discret.onary ad ustmente.

boow R

T

Relative importance of spend on pay

. B . . T . £ S _ _ _ edi . * chenge
Cistributior: to shareholcers o . fgOm  fOm 453
Employee iemuneration £1,567m £1.516m 3.4%

Distribution to snarehoiders 'ncludes ali amounts distributed to shareholders.

CEO pay ratio
The table below provides disclosure of the ratio betweer the CEC's total remuneratior and that of the tower quartile, mediar and upper
quartile UK-based empioyees.

Figures for the CEC come from the Executive Directors’ single figure table on page 143. The Committee determined total remuneration
figures for the lower quartide (P25), median (P5C) and upper quartite (P75) employees on 31 March 2023 using the ‘single figure’
methodology, as at 31 March 2023, to provide a like-forike comparisan with CEQ remuneraticn.

The reporting requlations offer three calculation approaches for determining the P25, PS0 and P75 employees - Options A, B and €. From
F¥Y23, the Committee concluded to adopt Option 8, in recegnition of the significant workload placed an our colleagues of the previous
methodaoiogy in adopting Cption A. During FY23, the Committee evaluated Option B as an alterngtive methodalogy, concluding through
back-testing the calculation for recent years that the resulting pay ratios were not unduly sensitive to the methodology adopted. The
Company used the data collected for gender pay gap reporting purposes to identify the three employees representing P25, PS50 and P75,
calculating the tota! full-time equivatent remuneration for these three employees on a similar basts to that adopted for the CEQ's single
figure of total remuneration.

As with tast year, the Company excluded bonus payments fram the cafculations, because it was not feasible to :dentify those payments for
services delivered within the financiat year, and because the Company does not know all bonus pay relating ta FY23 at the time of
publication. Anaiysis of past data indicates that the three empioyees would not typically be eligible for a bonus and the exclusion of this
element is uniikely to have a significant impact on the ratios reported.

To validate that the figures presented are representative of the pay and benefits of the UK workforce, the Company considered the pay and
benefits of a number of employees centred on each of the three empioyees. Whilst there can be variation in the pay mix for individuals
throughout the organisation, the Committee believes that the information presented fairly reflects pay at the relevant quartiles amongst
our UK workforce. The three individuals identified were full-time employees during the year and none received an exceptionat incentive
award, which would otherwise inflate their pay figures. The Company made no adjustments or assumgptions to the total remuneration of
these employees and calculated the total remuneration in accordance with the methodology used to calculate the single figure of the CEO.

The median CEQ pay ratio in FY23 was 60:1, compared to 48:1 in FY22.
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Governance statement: Remuneration {caontinued)

The Comm*tee calculated the CEO pay ratio by compar ng the CZ0's pay to “hat of Bancock's Li-based workforce. The increéase witnin the
FY23 ratios is prinarty driven by the higher CT0O's single toral figure of remuneration for the latest financial year, a resu't of t1e inclusion
tnat of an expected 50% vest:ng levet under the 2020 2SP (tne first award made 1o the CEO since jo-ning Babcock). As the remunerat:on of
e CZ0 has a significant weighting towa. ds vaiaste oay to aiign his renuneration with Company oerformance, it is likely that there wiil be
greate” variadility in his pay year to year, than that observed at other levels which have a greater prooorton of their pay linked to fixed
components. This is consistent with marke practices and the Company's reward policies across the organisation. In respect of the general
workforce, 8abcock understand the need to ensure competitive Day Jackages ac oss the organisat:on. For the Commuittee, it considers the
rat.0s below wnen making s decisions around the remyneration of the txecut ve Dhrectons,
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- 'E‘_E‘_a_i..v.?d‘ R . __C_d‘:_ IR T\E!‘F‘Oﬂ“ﬂﬂljv_ o pawetguatie imedian el quacue)

Y23 o - OptionB i3y , &0 o 45:1

Fyz22 o o ___OptionA o 611 A8 o 36

vzt o - OptionA 300 o220 17:1

Fr20 Cphion C 47:1 371 2701

25 °5¢ 775

Fnare aiyea Hower q . le) o {mediary o [upper quartle;
Total remuneration

Fv23 ) (£'000) £32.3 £39.3 £52.8

Salary {£'000) £30.9 £37.4 £48.9

Performance graphs

The foliowing graph shows the TSR for the Company compared to the FTSE 250 and FTSE 350 Aerospace & Defence indices, assuming an
investor invested £ 100 on 31 March 2013, The Board considers that the t[SE 250 Index {excluding Investment trusts) and FTSE 350
Aeraspace & Defence index currentry represent the mos: appropnate ind:ces (of which Babcock +s a constituent) against which to compare
Babcock's perforrmance.

Es
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. Bancock H FTSE 250 Index . FTSE 350 Aerospace & Defence ndex

The tabie beiaw details the fustoricat CEC pay over @ 10-year penad.

[2aR] L2k e [ Fiig F"!Q Frac L oz FY23
Peter Rogers' - 7 o o - ' -
Single figure (£'000} 3.809 4448 2491 1,091 - B
gonus vestmg_[%ﬂl_ljﬂ;}_- - T 78% 60% 664 . B
BBMR_ﬂLatcmng shares vesting (% max) T nja 88.4% 57.8% 1__7’6% i . i
PSPJCSOP vesting (% max) 94.7% 83.5% 37.3% 265%
Archie Bethel* o T T - -
single figure (£°000) - - 1072 2079 1969 1385 334 -
Bonus vesting {% max} T 66%  b1% 58%  14% 0%
DBMP mafchmg ;ﬁ@yestmg(?n:ax) T L B ' 17.0%  20.0% ~nla nfa o nja
PSP vesting (% max) " 26.5% 23.9% 15.9% 0% 0% T
David Lockwood* - ’ o ) S N L
Single figure (£'0C0) - o e L 547 1975 2372
Bonus vesting (% max) _ o - N o N 0% __ju
PSP vesting (% max) ‘ - nja nja  50%

. untl retiremernt on 31 August 201€.
. Excludes remunerat on recewved wr st undertax ng the roie cf C~ ef Coerating Ctf:cer until August 2C16.
. Lsti ne stepped down as CEQ on 141 Septenoer 2020.
Exc'udes ~'s salary dehween oing tre Company «n August and o 7'ng tre Bnard as CEC on 14 Sentemde- 2020
. Reflects 100% vest.ng of tre FCF component and an exoectat or of zero vesting of tne TSR component

UL ung -
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» Governance

Directors' share ownership (audited)
Tae Committee sets out befow the interests of the Directors {andjor therr spouses) in the ordinary shares of the Company as at 31 March 2023:

» Financial Statements

Af 31 March
202_E . . o At 31 March 2023‘
Sharos e g Shares held ) o Optluns helci i
Owned Unvested and  Unvested and
Jned aurigeT outright by Vested byt subject to subject to Current
v D errar o Diractor of subject to  Vested but not perfarmance continued  5/holding req. shareholding {%
B liatt RN spouse’ 7h0l¢!||y19 _period exercised - Fgr}fﬁﬁons employment > salary} of salary)® Req. met?

David Lockwood 186, 924 1 86,924 - - 1,335,413 281 373 300% L 127% Building
David \11EHDTS - 71,268 71,25877%17 ) - - 934,789 194 495 29(1% 94% Building
Ruth Cairnie Z0.00Q 120,000 L )
Lucy Dimes _ 5000 5,000 i i )
Kjerst Wiklund * 2,100 2,100
Russ Houiden - - ) B -
Cdrl Peter Forster 10.000 10,000 .
Lord Parker B - .= e . - -
lohr Ramsay 30,000 30,000 h B
Jane Moriarty nja -
1. Arthe date of stepoing down from the Board, i the case of former Bectors.
? Benuefic al'y me'd srares of D rector andfer spouse,
3. Curent stgrebo dings for comiparcor wir the share~cld ng requirernenty [or bxecutive Srecters are calcurdted ased onsaiary as at 31 Mare 2623 and by

reterence (o 5P ares OWnec autigrt By Toector or spouse, Cphats vested DUt sub et tC Sa1g ng derods, optivos vested but not exercsed and options urvestad Hut

simiect nnly 10 Confinned pmaloyment Hed ans are ua nad acciminn fntinne ara avarsicad An 21 Kares N0 and 3 thenn st seas LI GRS

2022 of 309 and are caiculated post tax.
4, Kerst Wxluad etred o e Boare 0 September 2022,

(¥}

. Russ Houiden ret red tam tre Board o luly 2022,

IR R

There nave been nc changes to the cont.nuing Jirectors’ (or then spouses’) sharenoldings between 31 March 2023 and 20 Juy 2023,

Directors’ share-based awards and options {audited)
The tabies betow show the vanaous share awaras held by Dicectors under the Campany's vanious share pians. The Company's mid-market
share price at close of business on 31 March 2023 was 298.8p The highest and lowest mid-market share prices in the year ended 37

March 2023 were 367.6p and 268.6p, respectively.

[ENTar

er ot

~Pares 5l bect

Number of
shares subject

Wzreet vz.ue oF

Flatier Cyrér 16 @warT at ~ Clenice Junng Erercsec  lanwaoorng toawardat 31 txercse nrce dite of Awarc Exercsztie
Torecto (= awifc : _Fpu\ _2(3;’? 7t_“s veer rnng e year the wvear March 2025” {cerce] . [J:E"CE‘) f-[.jm xpemy dare
6évm ’
Lackwood PSP 202G 408.545 ) 408,545 352.47 Dec 2025 Dec 2026
 PSP2027 452,450 B 452.450 353.63 Aug 2026  Aug 2027
) PSP 2022 474,418 474,418 344 AuQ 2027  Aug 2028
- oEP 2022° - o
(1 year) B 168824 168,824 344 Aug 2023  Aug 2024
- DBP 2022°
(3 year) 112,549 112,549 344 Aug 2025  Aug 2026

Babcock Internaticnal Group PLC © Arria Feport & sl o statements 2027
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Gavernance statement: Remuneration {continued)

Numoe 3 Number of Ma~<=2t wval e of
EOE RS e shares subject 2a0757ATE At
2a~and geai frawdd 3t D oanted durng Izosee 'iosed 1.ry to award at 31 frermse oo o dat2 otawa g saiie
MEETIE o ;9 Fwa aor 2022 [ RN LR Jifph 2023 earm .‘.m.\_‘".;: o XDy dare
Dawid Mellois pS? ;_920 285,981 _____285,9&1_ . 352.47 _30?[ 2025 Dec 2025
psp 20217 316,715 N _31_6_;1'15 353.63 Aug 29?6 Aug 2027
PSP 2022 o 332.093 B 332.29}' 344 Aug 20277 Aug 2@;8
D3P 2022°
_ flyear) 116697 - 116,697 344 Aug 2023 Aug 2024
DRP 2022°
(3 year) 77.798 77,798 344 Aug 2025 Aug 2026

1. PSP = tre Company's Perfo mance Share Plan, Further deta
be found on cage 146.

LWLV

anniversay of the award.

*5 about these 2ians and, where applicab e, performance conditions attacning to the awards listed are to

The PSP awards are structured as ni-briced options and are sub ect te the ru es of the PSP, nciuding as to meeting oerformance targets for PSP awards.
Wrere tris date s ess tEan 16 yedrs frem the dare of award. the Committee may extend the exp.ry date on one ¢f more occasions. but net beyond the 10tk

4. Tre Cormpany only reguies the Executive Directors to defer 40% of any annual oonus awarded nto s~ares, wr.ch vest after three years. The -e'naining 60% of any
annua oonus s paid 111 casm. in Fy 22, Dawd Leckwood and Cavid Mellots agreed to defer the 60% usually pa'd n cash into smares for one year to align their nterests

wit shareholders.

summary of share-based awards and options vested during the year
No awards vested for the Executive Directors during the year to 37 March 2023,

Other interests

Nnne nf the Nirectnres had an interest in the shares nf any o heicdian nnderann nf the Campany ar in any ‘{»gr‘llf\rarﬂ' contracts of the

Group

External appointments of Executive Directors in FY23
Nane of the Executve Drectors receved a fee for any external appointment dunng the year.

The Board approved this Rermuneraron report cn 20 luly 2023.

Carl-Peter Forster
Comrmviree Chan
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Other statutory information

» Strategic report

Directors’ report and other disclosures
The Directors’ report comanises this section, the Pracinai nisks and management controls section 0 the Strategic repo-T, as well as the rest
of the Governance section, the Directors’ Responsily ity Statement on 2age 138 and those sections :ncorporated dy reference nelow.

Disc'osures required dy w2 9.8.4 R and whicn form pa-T of the Directors’ repert can e found as provided in tne tadle below:

Ly e 7 - R bk < . B } . _bazanaa
Shareholder waers of dividends and future
9.8.4(1213) divigends “inancial staterments, note 24 on dage 228

Other disclosure requirements set out in LR 9.8.4 R are not applicaoie to the Company.

Disclosures required pursuant to the targe and Medium-sized Companies and Groups (Accounts and Reports) Regutations 2008 as updated
by the Companies {Miscellaneous Reporting) Regulations 2018 can be located as follows:

LIt LoCEtan
Fmancné-\?-sk me;;waé]em-ent regarding finarcial Instruments ) B Note 22. pagé 221 B )
Creenhouse gas emissions ) - - B h h Page"E} T o T
Employee engagement I Pages 57,78, 107 and 112
' ' B ) ) 7 WPageSWSG t0757‘ 83 to 85 and throughout the -Strate-gm

FGSEEH_[_‘!_Q_DUS_LHESS rg_lauons_hms WwWIth sapphiers, customers ang cthers report
Subsequent events Note 33 on page 227
Likely f_utule-c“]-evelcprﬂer'-(s 111 the husiness of the Sroup Pages 18 and 19

7 ) ' B Strategic and Directors' reperts, iIn parficuiar pages 12 tc
i:\r__ﬂ aife ~f im;’_\mr'rurﬂ: [aliTalalay ‘I"‘!‘lf"»r‘-r: the rrrny;—-\ ‘l? clatel :}A r:- 'Jﬂ

For the purposes of DTR 4.1.5 R {2} and DTR 4.1.8 R, the required content of the Managerment report can be found in the Strategic report
and tne Directors’ report including the sect'ons of the Annua: Report and financial statements incorporated by reference.

The Company
Babcock International Croup PLC, reqistered and demiciled in England and Wales, with the registered number 02342138, is the holding
company for the Babcock International Group of companies.

Dividends

The Company did not pay an interm dividend this year {2022 nily and, as part of cur continued focus on bullding a strong balance sheet,
has not recommended a finaf dividend {2022: nil). Given the stronger than expected cash performance and further de-gearing of the
Baiance sheet, the Board expects to reinstate a dividend in FY24.

Major sharehoidings

As at 31 March 2023, the Company has been notified pursuant to the Disclosure and Transparency Rules (DTR) of the foliowing major
interests in voting rights attachec to its ordinary shares.

Murnber ¢f EC cerce crdu.ary % i 'ssed shere capital or
MNzme skares or dete of netificeticn date cf netificaten
Abrams Bison Investments, 1.0 T T T T T T gEnan T sam
Silchester intermational veslors LLP 25567.748 5.06%
nvescottd " 248966'5  497%
Cobas Asset Management, SGIC, S.A. B 7 2045é556 4.05%
Oaktree Capital Management (UK) LLP 15,330,960 3.03%

There have been no further notifications between 31 March 2023 and the date of this report.

The holdings set out above relate only to notifications of interests in the issued share capital received by the Company pursuant te DTR 5
and consequently do not necessarily represent current levels of interest.

Babcock International CGroup PLC ¢ Asvr a4 Repert arg # ~27C 2 statemenis 20023 1583



Other statutory information (continued)

Employment of disabled persons/equal
opportunities

Egual opootuntes are available for at' employees at Babcock
nciuding those w-th disanity. We recogrise that disanibty covers a
much broader range of coth wisinle and nonwisib e conditions. To
address this, durng Y23, we undertock a full review of opt ons
avatable for nersonal data ncluding 'anguage and definitions.

We defing disabuity witn'n the HR systern as: A person s disabled
under tae Equality Act 2010 ' they nave a onysica: or mentai
impairment that has a ‘supstantial’ and ‘long-term’ negatve effect
on their ability to do normal daity activities. This does not mean a
person must be registered as disabled. A long-term disability might
include scrmething physicat (such as a mobility issue, heanng or sight
impairment or long-term illness). it also covers pecple with menta;
health conditions. Additionally neurodivergence (for example
dyslexia, dyspraxia. Asperger's and autism) are caught within the
defimtion, including where sormeone 1s undergoing diagnosis.

Jecgrations have -ncreased as a result, with more of our peonle
completing options around health conditions and impairments and
:nforming us that they have a physical andor other disabiity. To
support continued employment, traiming, career deve'opment and

nramotinn ~fF Adicohlos amelauane (e haoss
g . payenn e Rave

* created and rol'ed out a dedwcated Disabinity Action Plan;
informed by data and 'nsight and follawing the emrployee
lifecycle from atiraction to pragression and retention, the action
plari detais support and prowisions for disabled colleagues

= made pregress towards achieving Disabiity Cenfident Employer
tevet 2 (UK Government Disability Confident scheme) as we
contitue to deveiap our processes, ensuring we are inclusive and
providing support for cur emplovee’s o enable them to stay in work

« launcned a Group wide Disabllity Network Group

We are alsc working tc review|refresh additional elernents of the
employee lifecycie, ensunng that disability is @ clear consideration
at different stages, nciLding recruitment and cnbaarding.

For more informat on about the broadening of our inclusion
strategy and our About Me data coliection campaign, see page 77.

Research and development

The Group comimits resources to research and development to the
extent management considers necessary for the evolution and
growth of its business,

Palitical donations
No gonations were made during the year for political purposes.

Authority to purchase own shares

At the Annual General Meeting 1n September 2022, members
authorised the Cormpany ta make market purchases of up to
50,559,660 of its own ardinary shares of 60 pence each.

That authonty expires at the ferthcoming Annual Genera Meeting
when a resolution will be put to renew it sa as to allow purchases of
up to a maximum of 10% of the Company's issued share capital. N
shares in the Company have been purchased by the Company in
the period from 26 September 2022 (the date the current
authority was granted) to the date of this report. The Company
currently does not hold any treasury shares.

154 Babcock Internat.oral Grouc PIC Aoz

Deta’s of purchases of the Company's shares made during the year
to 31 Maich 2023 by the Babcock —mployee Share Trust in
connection with the Comgpany's execut:ve share alans are to he
found in note 24 on Dage 229.

Qualifying third-party indemnity provisions

The Combdany has entered Into deeds of indemnity with each of its
Directers (who served duning the year and | ar who are currentiy
Directors) which are gualifying third-party indemnity orovisions for
the puroosas of the Companies Act 2006 in respect of fneir
Directorships of the Company and, if applicable, of its subsidiaries.

Under their respective Articles of Association, Directors of Group UK
subsidiary companies may be indemnified by the company
concerned of which they are or were Directors against liabilities
and costs incurred in connection with the execution of their duties
or the exercise of their powers, to the extent permitted by the
Companies Act 2006.

Qualifying pens.on schee indemnity provisions are aso in piace
for the benefit of Dicectors of the Group companies that act as
trustees of Group pension schemes.

Significant agreements that take effect, alter or
terminaie upon a cnange of controi

Many agreements entered :nte by the Company or its subsidiaries
cantain provisions entitling the other parties to terminate therr in
the event ¢f a change of control of the Croup company concerned,
which could e tnggered oy a takeover of the Comparty.

Aithough the Group has sorme contracts that on the'r own are not
significant to the Group, several may be with the same customer.,

If. upon & charge cf cortral, the customer decided to terminate all
such agreements, the aggregate impact could be very material. In
addition, the Nationa! Secunty and lavestment Act 2021 that came
into force an 4 lanuary 20272 grovides the UK Cavernment with
new powers 1c scrutinise and potentiaily make void transactions on
the grounds of naticnal security. The leqistation is part of a global
trend towards :ntroducing foreign mvestrrent laws which has seen
a number of other countries introduce similar protections.

The fcllowing agreerments are those individual agreements which
the Company considers t¢ be significant to the Group as a whole
that contain provisions giving the cther party a specific nght te

terminate them if the Company 15 subject to a change of control.

Borrowing facilities

The Greup has a revolving credit facility of up te £300 miliion
maturing in May 2024 and a £775 miilion revolving credit facility
where £45 million matures in August 2025 and £730 million
matures in August 2026, providing funds for general corporate and
working capitai purposes. In the event of a change of contrai, both
facilities provide that the lenders may, within a certain peried, call
for the payment of any outstanding Ioans and cancel the facilities.

£1,800,000,000 Euro Medium-Term Note Programme

The Company has a Euro Medium-Term Note Programme under
wilich b 1as ssued three tranches: €550.000.000 1.75% Notes
redeemed in 2022; £300,000,000 1,875% Notes due i 2026;
and €550,000,000 1.375 % Notes due in 2027,
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17 there °s a change of control of the Company and the Notes then
‘N issue carry an investnent-grade credit rating which s either
downgraded o non-nvestment-grade, or cary a non-investment-
g-ade rating which is further downgraded or withdrawn, or do not
cairy an tnvestment-grade rating and the Company deoes not ootain
an mvestment-grade rating for the Notes, a Note holder may
require tat the Comaany redeem o, at the Company's option,
reaurchase the Notes.

Share plans

Tne Company's share pians contain provisions as a result of
which options and awards may vest and become exercisable on
a change of cantrol of the Company in accordance with the
rules of the plans.

Contracts with employees or Directars

A description of those agreements with Directors that contain
provisions relating to payments in the event of a termination of
employment foilowing a change of control of the Company is set
out on pages 139 and 140.

Articles of Association of DRDL and RRDL

Tne Articles of Asscciat.on of Devonport Rayal Dockyard cimited
(MRDIY and Rosyth Rowal Dnckvard irmired (RRO1Y Hnth ashsidianiec
of the Company, grant the MCD as the holder of a special share in
each of those companies certain rights 1in certan crcumstances.
Such nights include the right to requite the sale of shares in, and the
right to remove Directors of, the company concerned. The
c’rcumstances in which such rights might arise :nclude where the
MQD considers that unacceptabie ownership, influence or control
(domestic or foreign) has been acquired over the campany in
question and that this is contrary to the essential secunity ‘nterests
of the UK. This ught apply, for example, in circumstances where
any ncn-UK person{s) directly or indirectly acquire contrecl aver
more than 30% of the shares of the relevant subsidiary, althougn
such a situation I1s not of itself such a circurrstance unless the MOD
i the given sitliation censiders it to be sc.

Surface Ship Support Alliance Agreement (S55A) dated
23 Septernber 2009 between (1) The Secretary of
State for Defence, (2) Devonport Royal Dockyard
Limited and (3} BAE Surface Ships Limited (as amended)

Any change of control of Devonport Royal Dockyard Limited must
te approved in advance by the Secretary of State for Defence.
Consent may be withheld to prevent an unsuitable third-party
taking contrel. Breach may result in exclusion from the alliance.

Terms of Business Agreement (ToBA) dated 25 March
2010 between (1) The Secretary of State for Defence
{2) Babcock International Group PLC {3) Devonport
Royal Dockyard Limited {4} Babcock Marine {Clyde)
Limited and {5} Rosyth Royal Dockyard Limited (as
amended)

The ToBA confirms Babcock as a key support partner of MOD in the

maritime sector and covers the 15 year period from 2010 to 2025.

The MOD may terminate the TeBA in the event of a change in control
of a relevant aperating company or any holding company including
the Company in circumstances where, acting on the grounds of
national security, the MCD considers that it is inappropriate for the
new owners to become involved, or interested, in the work that is
the subject of the ToBA. ‘Change in control” occurs where a person
or group of persons that controls the relevant company ceases to
do so or if another perscn or group of persons acquires contiol.

Competitive Design Phase Contract for the Type 31
Programme dated 7 December 2018 (as amended
and restated on 15 Novemnber 2019) between (1) The
Secretary of State for Defence and (2} Rosyth Royaf
Dockyard Limited

The Secretary of State for Defence may terminate if, in its
7easenabie opinion, a cnange of contral of Rosyth Royat Dockyad
or any holding company wili be cortrary to the defence, national
secunty or nat onai interest of the UK.

Future Maritime Support Programme Lot 17
(Warehousing and Distribution at HMNB Clyde) dated
30 March 2021 between {1} The Secretary of State for
Defence and (2} Babcock Marine (Clyde} Limited

The Secretary of State for Defence may terminate on certain grounds,
including national security, if there is a change of control of Babcock
Marine {Clyde) Limited or any other company in the Group that it
objects to and in respect of which its concerns have not been addressed.

future Maritime Support Programme Lot 1 (Naval
Bases} dated 28 fuly 2021 between (1) The Secretary
of State for Defence and (2} Devonport Royal
Dockyard Limited

e seCieldly Ol Suale TOF UeTENLe Mgy terningte o certain
grounds. including national secunty, if there is a change of controi
of any of Devonport Royal Dockyard Limited, the Company or a
critical key sub-contractor and the Secretary of $tate’s concerns are
not addressed or, if relevant, Devonport Royal Dockyard Limited
does not terminate the sub-contract.

Future Maritime Support Programme Lot 2 (Ships
Engineering) dated 30 Septemnber 202 1 between (1)
The Secretary of State for Defence and (2} Devonport
Royal Dockyard Limited

The Secretary of State for Defence may terminate on certain
grounds, including naticnal security, if there is a change cf contral
of any of Devonport Royal Dockyard Limited, the Comparty or a
critical key sub-contractor and the Secretary of State’s concermns are
not addressed or, if relevant, Devonport Royal Dockyard Limited
does not terminate the sub-contract.

Future Maritime Support Programme Lot 3
(Submarine Engineering) dated 30 September 2021
between (1) The Secretary of State for Defence and
(2} Devonport Royal Dockyard Limited

The Secretary of State for Defence may terminate on certan
grounds, including national security, if there is a change of control
of any of Devonport Reyal Dockyard Limited, the Company or a
critical key sub-contractor and the Secretary of State’s concerns are
not addressed ar. if relevant, Devonport Royat Dockyard Limited
does not terminate the sub-contract.

Future Maritime Support Programme Lot 4 (Hard
Facilities Management and Alongside Services at
HMNEB Clyde) dated 30 September 2021 between (1)
The Secretary of State for Defence and (2} Devonport
Royal Dockyard Limited

The Secretary of State for Defence may terminate on certain grounds,
including nationat secunty, if there is a change of control of any of
Cevanport Royal Dockyard Limited, the Company or a critical key
sub-contractor and the Secretary of State's concerns are not
addressed or, if relevant, Devonport Royal Dockyard timited does
not terminate the sub-contract.
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Other statutory information {continued)

Share capital and rights attaching to the
Company’s shares

General

Under the Company's Artic'es of Association, any share -1 the
Company may be ssued with such <ights or restrictions. whether in
regard to dividend, voting, retura of capital or otherwise, as the
Company rmay from ttme to fime by ordinary resc:ution determine
{or, 11 the ansence of any sucn determination, as the Drectors may
determine). The Directors' practice is to seek autharity from
shareholders at each year's Annual Generat Meeting to allot shares
{inciuding authority to aliot free of statutory pre-emption rights) up
to specified amounts and also to buy back the Company's shares,
again up to a specified amount.

At a general meeting of the Company, every member has one vote
on a show of hands and, on a poll, one vote for each share held.
The notice of general meeting specifies deadlines for exercising
varing ~“ghts, e'ther by proxy or by being present in person, in
relation to resolutions to be proposed at a general meeting.

Na membes is, unless the Board decides ctherwise, entrt’ed to
attend or vote, either personally or by proxy, at a generat meeting
SOES Salivion aity WONGT TNIGRT CONTCTCd By DGng 4 Snaienididi o
tney or any persen with an interest in their shares has ceen sent 4
notice under 5793 of the Companes Act 2006 [which confers
upoch pub-c companies the sower to require the provision of
information with respect to interests in their vor ng shares) and they
ar any interested persaen have failed to supply the Company with
the information requested within 14 days after delivery of that
notice. The Board may also decide that no dividend is payable in
respect of those defaulting shares and that no transfer of any
defaulting shares snall be registered. These restrictions end seven
days after receipt by the Company of a notice of an approved
transfer of the shares or ail the ‘nfarmation required by the relevant
Secticn 793 notice, whichever is the earlier.

The Directars may refuse to register any transfer of any share which
is not a fully-paid share, although such discretion may not be exercised
i a way which the Firancial Conduct Authority regards as preventing
dealings in the shares of the relevant class or classes from taking place
©n an open or proper basis. The Directors may likewise refuse to register
any transfer of a share in favour of more than four perscns jointly.

The Company I1s not aware of any other restrictions on the transfer
of shares ‘n the Corrpany other than certain restiictions that may
from time to time be imposed by laws and requlations {for
example, insider trading laws) ofr by the nationality-related
restrictions, more particularly described below.

The Company Is not aware of any agreements between
shareholders that may resuit in restnictions on the transfer of
securities or voting rights in the Company.

At the date of this report 505,596,597 ordinary shares of 60 pence
each have teen issued and are fully paid up and quoted on the
tondon Stock Exchange.

Nationaiity-related restrictions on share ownership

Companies which provide aviation services in the EJ must comply
with the requirements cf EC Regulation 1008/ 2008 (the Requlation)
which, amongst other matters, requires those companies to be
majority-owned and majonty-controlled by “EA nationals {the
licensed compan.es).
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: the Company's Annua. Ceneral Meet:ng :n luly 2014,
sharehoiders aporoved the amendment of the Company's Articles
of Associat'on (the Articies) o include orovisions intended to assist
the Compoany 10 ensunng cont:nuing compitance with these
obiigaticns by giving the Company and the Directors powers to
monizor and, in certain circumstances, actively manage aat onasty
requirements as regasds ownersnip of xs shares with a view to
protecting the vaiue of the Group undertakings that hoid the
retevant coerating ticences. A summasy of tnese powers s set our
be'ow. Reference shouid, however, aiso e made to the Company's
Articles, a copy of which may be found on 1ts website at wiww.
babcockinternaticnal.com. in the event of any confiict between the
Articles and this summary, the Articles shall prevail.

Relevant Shares

Relevant Shares are any shares which the Directors have
determined or the holders have acknowledged are shares owned
by non-EEA nationals for the purposes of the Regulation [Relevant
Shares}. It 1s open to sharehclders to make representations to the
Directors with a view to demaonstrating that shares should not be
treated as Relevant Shares.

Maintenance of a register of non-EEA shareholders

The Company maintaing a renister (whirh 18 sRnArate fram the
statutary register of members) containing detatls of Relevant Shares.
This assists the Directors in assessing, on an engoing basis, whether
the number of Relevant Shares 1s such that action {as outlined below)
may be required to prevent or remedy a breacn of the Requiarion.

The Directors will rermove from the separate reqister particulars of
shares where they are satisfied that either the share s no longer a
Relevant Share cr that the nature of the interest in the share I1s such
that the share shou ¢ net be treated as a Reievant Share.

Disclosure obligations on share ownership

The Articles empower the Company to, at any time, require a
sharehclder (or other person with a confirmed or apparent interest
in the shares) to provide in writing such infarmation as the Directors
determine is necessary or desirable to ascertain such person's
nationality and, accordingly, whether details of the shares should
be entered In the separate register as Relevant Shares or are
capabie of being ‘Affected Shares’ (see beiow).

If the recipient of a nationality information request from the
Company does not respond satisfactorily to the request within the
prescribed perad (being 21 days from the receipt of the notice),
the Company has the power to suspend the right of such sharenclder
to attend or speak (whether by proxy or in person) at any general or
class meeting of the Company or to vote or exercise any other right
attaching to the shares in question. Where the shares represent at
least 0.25% of the aggregate nominal value of the Company's share
capital, the Company may also (subject to certain except:ons)
refuse to register the transfer of such shares. The Art:cles alse
require that a declaration (in a form prescribed by the Directors)
relating to the nationality of the transferee is provided to the Directors
upon the transter of any shares :n the Company. faiing which the
Directors may refuse to register such transfer (see further below).

Power to treat shares as "Affected Shares’

The Articles empower the Directars, in certain circumstances, to
treat shares as ‘Affected Shares'. If the Directors determine that any
shares are ta be treated as Affected Shares, they may serve an
‘Affected Share Notice’ on the registerad shareholder and any other
person that appears to have an interest in those shares,
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The rec pients of an Affected Snare Notice are entitled to make
representations to the Directors with a view to demonstrating that
sucn shares should not be treated as Affected Shares. The Directors
may withdraw an Affected Share Notice if they resolve that the

¢ "cumstances giving rise to the snares Deing treated as Affected
Shares no onger ex:st.

Consequences of holding or having an interest in Affectad Shares

A holder of Affected Shares is not entitled, in resoect of those
snares, to attend o soeak (whetne- by Droxy o 0 person) at any
general or ciass meeting of the Company or to vote or to exercise
any other right at such meetings, and the rights attaching to such
shares will vest in the Chair of the relevant{ meeting (who may
exercise, or refrain from exercising, such rights at his/ner scle
discretion).

The Affected Shares Notice may, If the Directors determine, aiso
require that the Affected Shares must be disposed of within 10 days
of receiving such notice {or such fonge~ period as the Directors may
specify) such that the Afected Shaes pecome owned by an ZEA
naticnal, failing which the Directors may arrange for the sale of the
relevant shares at the best price reascnabry obtanable af the tire.
The net proceeds of any sale of Affected Shares wouid be held .n
trust and paid {together with such rate of interest as the Directors
deem appropriate) to the former registered holder upon surrender
cf the rerevant share certificate in respect of the shares.

Circumstances in which the Directors may determine that shares
ate Allecied Shares

The Articles previde that where the Directors determine that it 1s
necessary to take steps in order to protect an operating licence ot
the Group they may: (i) seek to identify those shares which have
given rnse to the determinatior and to deai w'tn such shares as
Affected Shares; and/or (1] specify a maximurm number of shares
(which wiil be less than 50% of the Company's issued share capital)
that rmay be owned by non-EEA nationals and then treat any shares
cwned by non-EEA nationals in excess of that irt as Affected
Shares (the Directors will pubiish a notice of any specified maximurm
within two business days of resclving to impaese such lirmt). In
ceciding which shares are to be dealt with as Affected Shares, the
Directors shall be entitied te determine which Relevant Shares in
their soie opinien have directly or indirectly caused the relevant
determination. However, so far as practicatie, the Directors shall
have regard te the chronological order in which the Relevant
Shares have been entered in the separate register.

Right ta refuse registration

The Articles provide the Directors withi the power to refuse
registraticn of a share transfer if, in their reasonacle opinion, such
transfer would result in shares being treated or centinuing to be
treated as Affected Shares.

The Articles also provide that the Directors shall not register any
person as a holder of any snare in the Company unless the Directors
receive a declaration of nationality relating to such person and such
further information as they rmay reasonably request with respect to
that nationality declaration.

The Directors believe that, following the restructuring of the Aviation
sector, those companies in which the Company has an interest and
which are required to comply with the Regulation, {being those
companies operating aviation services in the EU) do meet the
requirement of the Regulation, including those relating to nationality,

- Fina“Cia' Statements

Thes belief is based on the Cormoany’s understanding of the
application of the Regulation. There can, however, De 1o guarantee
tnat tnis will contnue to be ther assessment and thar it witi no* oe
necessary to decaie a Permitted Maximam ar exerose any other of
Teir o7 the Company's powers i the Aticies refe-ted to ahove.

Internal controls and risk management

Tnere is a robust process in piace o enable the Board to have
assurance around the overa:l risk management ncluding the
determination of the nature and extent of the Group's principai
rsks. Management moniters the financial reporting process and the
process for preparing the consolidated accounts through reguiar
reparting and review. Management reviews data for consolidation
into the Group's financial statements to ensure that it gives a true
and fair view of the Group’s results in compliance with applicable
accounting policies.

The Board, through the Audit Committee, reviews the effectiveness
of the Company's ‘nterna! contro! processes formaliy at least once a
year. Foilowing the Committee’s FY223 review, the Board 15 satisfied
that the Company has successfully delivered its improvercent plans
for FY23, whilst recognising that there remains cngoing scape for
further improvement in FY 24, inciuding lessons ‘earnt from the
FY23 closing.

For more detalled information on the improvements in internal
COntros please see the Audit Commmittee report on page 127,
Further intormation on the principal internal controls and risk
assurances in use ‘n the Company can be found n the Strategic
report on pages 87 to 92.

Auditor

Detoitte, appointed as independent Auditor of the Company
following & competitive tender process in 2021, is wiilling to
continue in office. A resolution te re-appaint Deloitte as
Independent Auditor witl be proposed at the forthcoming Annua!
Cerieral Meeting.
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Directors’ responsibility statement

Directors’ responsibility statement

The Directors are resoonsicle for preparng the Annua. Report and
the financial statements in accordance with apolicadle 'aw and
“egulat-ons.

Company law reguires the Directors to orepare financia statements
for eacn financ’al year. Under that iaw the Directos are “equired o
arenare the group financial statements in accordance with Un.ted
Kingdom adobted international accounting standards. The
Directors nave Chosen to prepare tne parent comoany financia:
statements 0 accordance with Linited Kingdom Generally Accepred
Accounting Practice {United Kingdem Accounting Standards and
applicable law). incruding FRS 101 ‘Reduced Disclosure Framewark’.
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 penod.

in prepanng the parent company financial statements, the
Directors are required to:

» select suitaple account.ng policies and then apply them
consistently;

« mgzke Judgements and account'ng estimates that are reasonatie
and prudent;

= state whether appiicable UK Accounting Standards have been
followed, subject to any matenal departures disclosed and
exprained in the financial statements; and

prepare the financial statemrents on the going concern basis
unless it is INappropriate ¢ presume that the company will
continue in business.

In preparng the Croun financia statements, Internat onal
Accounting Standara 1 requires that Dwectaors:

= procerly seiect and apply accounting pokcies;

= present information, inciuding accounting pelic.es, in a manne-
that provides relevant, refiatle, comparable and understandaoie
information;

« provide additionat disclesures when compliance with the specific
requirernerits of the financial reporting framework are insufficient
to enable users to understand the impact of particular
transacticns, other events and cenditions on the entity's financial
pasition and financal performance; and

» make an assessment of the Comipany’s ability to continue as a
going concern.

The Divectars are responsible for keeping adequate acccunting
records that are sufficient to show and explain the Camrpany’s
transactions and disclose with reasonable accuracy at any time the
financial position of the Company and enable ther to ensure that
the financ:ai statements comply with the Companies Act 2006.
They are also responsibie for safeguarding the assets of the
Company and hence for taking reasonable steps for tne prevention
and detectian of fraud and other ireguianties.

The Directers are respensible for the maintenance and integnity of
the corputdle and fingnadidl information mcluded on the Compdny’s
website, Legislation in the Jnited Kingdom governing the
preparation and dissemunation of financial staternents may differ
from legisiation in other jurisdictions.

so fa- as the Directoss are aware the e is no relevant audit
informanon of which the Company's auditor is unaware. The
Di-ectors nave taken ali tne steps tnat tey ougnt to nave faken as
Directors *n arder to make themseives aware of any relevant audit
informanon and to estabiish that the Company's auditor s aware of
that .nformaten.

Responsibility statement

fach of the Directors, being each Director who is in office at the
date the Directors’ report 1s approved and whaose names and
functions are listed below, confirms that, to the best of their
knowledge:

= the financial statements, prepared in accordance with the
re’evant financial reporting framework, give a true and fair view
of the assets, liabilities, financial position and profit or loss of the
Company and the undertakings included in the consolidation
taken as a whole;

tne strateg.c report includes a fair review of the developrent
and performance of the business and the position of the
Company and the undertakings :ncluded in the consordation
taken as a whole, together with a description of the princ:pal
ricke and uncertainties thar rhoy facar and

» the annua report and financia; statements, taken as a whoie, are
fair, palanced and understandable and prov'de the infarmation
necessary for snarenolders to assess the Company's position and
performance, tusiness mode! and strategy.

Ruth Carrme ) Charr

Carl-Peter Forster Non-Executive Director

lohn Raméay Non-Executive Directar
Lucy Dirres ”NomrF_xecut\ve Director
Lord Parker Nen-Executive Director

Jane Mariary
ST Kewin Smith
Dawid Lockwood
David Mellars

Nen-Frecutive Directer
Non-Executive Director

Chief Executive Officer

Chief Financial Officer

Approval of the Strategic report and the
Directors’ report

The Strategic report and the Directors’ report {pages 1t 158] for
the year ending 31 March 2023 have been approved by the Board
and signed or its benalf by:

Ruth Cairnie David Lockwood
Chair Chief Executive Officer

20 July 2023
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Independent auditor’s report to the
members of Babcock International
Group PLC

Report on the audit of the financial statements
1. Opinion

In our opinion:

+ the financial statements of Babcock International Group plc {the ‘Company’) and its subsidiaries (the ‘Group’) give a true and fair
view of the state of the Group's and of the Cornpany's affairs as at 31 March 2023 and of the Group’s loss for the year then ended;

the Group financial statements have been properly prepared in accardance with United Kingdom adopted international accounting
standards;

= the Company financial statements have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice, including Financial Reporting Standard 01 “Reduced Disclosure Framework™; and

= the financial statements have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial staterments which comprise:

« tne Grouc income statement;

= the Group statement of comprehensive income:

» the Group and Company statements of changes in equity:

= the Group and Company statements of financial position,

« the Cieup cash flow statement; and

= the relared Nates 1 to 34 of the Group finanaal statements and Notes 1 to 13 of the Company financia. statements.

The financial reporting frarework that has been apphed in the preparation of the Croup finanaia! staterments s applicable law and
United Kingder adopted internationai accounting standards. The financial reporting framewcrk that has been applied in the preparat:on

of the Comoany financial statements is applicable law ard Urited Kingdom Account:ng Stardards, 'ncludirg “RS 107 “Reduced Disclosure
Framework” {United Kingdom Ceneraily Accepted Account.ng Practice).

2. Basis for opinion

We conducted our audit in accordance with International Standards on Auditing {UK} {ISAs (UK)) and applicable law. Our responsibilities
under those standards are further described n the auditur's responsibitities for the audit of tne financial statements section of our repord.

We are independent of the Group and the Company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, including the Financial Reporting Council's {the 'FRC'S’) Ethical Standard as applied to listed public interest
entities, and we have fulfilled our other ethical responsibilities in accordance with these requirements, The non-audit senvdces provided to
the Group and

Company for the year are disclosed in note 4 to the financial statements, We confirm that we have not provided any non-audit services
prohubited by the FRC's Ethical Standard to the Group or the Company.

We believe that the audit evidence we have abtained is sufficient and appropriate to provide a basis for our opinion.
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Independent auditor’s report to the members of Babcock International CGroup PLC {continued)

3. Summary of our audit approach

Key audit matters

Scoping

Materiality

Significant changes

The key audit matters that we :dentified 1n the current year were:

imoact of contros deficiencies (Group and Company)s

Revetue and margin recogwtion o1 key long term contracts with significant manage~ent judgement
{Group);

Tyoe 31 Programme Estimates {Group):
Carrying vaue of goodwili within the Aviat.on Sector {Groub); and
Disposal of the turopean Aerial Emergency Services (ACS) pusinesses (Group).

Within tnis report, key audit matters are identified as follows:

o ~Newly ‘dent fied

o Inceased ieve of risk

e Simrlar teve of rsk

o Decreased eve' of 5«

We have determined materiality ta be £15.6m. See secticn 8.1 for furtner detat's on matenality.

Cur scope covered 31 components of the Groun, a'l were subjected to a full-scope audit.

e COPUDEL COlNDUTE 382 G TEVENUE dlu 98 o U1 sUSUILLE LU ek Lak Sk seLuUl 7 Tyl

in our approach

furtbe: detals cn our sceping.

Our audrt approach is consistent with the previols year with the except on of the foilowing:

Civen an onerous cantract crovision of £55 ralllon has teen recorded in tne current year in respect of the
Type 31 frigate centract, we have ident.fied a new key audit matter in respect cf tnis provision,

Given the disposal during the year of part of tne Group’s European Aerial Fmergency Services (AFS)
businesses, we have identified a new key audit matter. We have also increased the scope of the Canadian
component ta full scope te ensure we abtained sufficiert aucit eviderce tc support cur opirar.

In tne prior year, we identified a key audit matter over the carrying value of property, piant and equipment
(PP&F} and Right of Use (RoU} assets in the Awiation sector. Given the ‘mipairments in the prior year and the
disposal of the AFS businesses durning the current periad, the judgement assocated with these assets has
now reduced.

in the prior year, we identihed a key audit matter over the carrying value of goodwill In the Land and Aviation
sector. Given the level of headroorn and sensitivity of key assumptions in the Land CCU, we do not consider
there ta be a key audit matter assocated with these vauations. We continue to identify the carrying vaiue of
goodwill in the Aviation sector as a key audit matter.

In the prior year, we identfied a key audit matter cver the hedge effectiveness on foreign currency forward
exchange centracts. This was due to the complexity in designating cash flow hedge refationships, prior year
restatements and control deficiencies identified. During the year, management have discontinued almast all
cash flow hedges and therefore there 1s now a reduced risk associated witn the appucation of hedge
accounting. As a result, we have not identified this item as a key audit matter.

In the prior year, we ‘dentfied a key audit matter over the valuation of retirement benefits and abfigations.
Trus key audit matter primarily focussed on three prior year errors which were identified and recorded.

NO sUCh instances have occureed during the current year ard as such, this tem has been remeved as 3

key audit marter.

In the prior year, we idenufied a key audit matter associated with the carrying value of investments in
subsicbaries in the Cormpany only financial statements. This was primarily due 1o the prior period error
identified and the subsequent reversal, Civen the level of headroom and sensitwity of key assumptions :n the
irvestrnent vaiuation, we do not censider this e to be a key audit marter.
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4. Conclusions relating to going concern

In audit:ng the financial statements, we have concluded that the directo:s’ use of the going concern bas's of account-ng :n the oreparation
of the financial statements s appropriate.

Our evaluation of the Drectors’ assessment of the Croup’s and Company’s abiity to contaue to adobt the going conce nasis of
accounting included:

bnderstanding the Croup's processes and “elated contrels over the assumptions ‘A the going cONCam assessment;
» Assessing the Croup's available committed borrowing facilities;
= Testing the accuracy of the Directors’ medels, including agreement to the most recent Board approved budgets and forecasts;

» Determining whether the forecasts used within assessing the going concern assumption were consistent, where relevant, with those
used within Goodwill iImpairment modelling:

Challenging the key assumptions of these forecasts by:

» reading analyst reports, industry data and other external information and comparing these with the Directors’ esumates;
= comparing forecast revenue with the secured revenue under contract, contract churn rates, contract win rates and historical
performance; and

* ¢omparing contract margin and overhead cost assurcptions tc historical performance and the current macroeconomic environment;

s Evaluating the historica: accuracy of forecasts prepared by the Directors:

+ Assessing the sensitvity of the headrocm ‘n the Directors’ forecasts;

* Comnarna the risks mananement hac identified in ite rick regicter o the aninn rancern coananne madsiling +0 agrags rnmplpranace and
accuracy of the modelled scenanos;

= Fyaluating the accuracy and completeness of the covenant compiiance calculaton within the model;

» Etyaluating the downside sensitivities in the context of the FY23 fipancial position;

= Assessing whether the Directors have cons:dered and reflected the impact of chimate rnsks and oppaortunities in the Croup's going
concern assessment; and

= Assessing the disclosures relating to going concern in the financial statements.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions that, individually
or coltectively, may cast sigmificant doubt on the Croup's and Company's abifity to continue as a going cencern for a period of at least
twelve months from when the financial statements are authornsed for issue.

In relation to the reperting on how the Croup has applied the UK Corpcrate Covernance Cede, we have ncthing material to add or draw
attent:on to in reiation to the Crrectors' statement in the financ:al statements about whether the directors considered & appropriate to
adopt the going concern basis of accounting.

Our responsibilities and the responsibilities of the Directors with respect tc going concern are described 1 the relevant sections of this report.
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independent auditor’s report to the members of Babcock International Group PLC (continued)

5. Key audit matters

Key audit mattess are those matters that, in our professionai jJudgement, were of most significance 11 our acdt of the Fnaac’a: statements
of tne cusrent year and inciude the most significant assessed risks of matera, misstaternent (wnether o nat due to fraud) that we dent:fed.
Tnese marters inc'uded those whicn had the grearest effect on: the overa'! audit szrategy, the allocat.on of resources in the audt; and
directing tne efforts of the engagement tea™.

These matters were addressed :n the context of pui audt of tne finangia’ statements as a whole, and » forrming our opinon thereen, ayd

we do 1ot provide a sesarate ozinion on these matters.

5.1. Impact of control deficiencies {Group and Company} @
Refer to page 125 (Audit Committee report)

Key audit matter
description

How the scope of
our audit responded
to the key audit
matter

Key observations

in the prior year, we identified a large number of errors and sigmificant control deficiencies in the internal control
environment. These were reported to those charged with governance and included as a key audit matter in our
FY22 audit epinion, !

As outlined in the Audit Committee repost or page 125, the Group has inttiated a roadmap for internal contral
enhancement over its operational and firancial controls. During the year the Cormpany designed and implemented
the “Bluepnint Fundamental Control {3HC) improvements™ in relation to significant financial reporting risk areas and
risks associated wirk rhe prior year finarcial close "eportirg precess. These werc pinpointed to include project bid,
project management, pensions, taxation, consolidation reporting and Treasury controls. Duning the year- end close
perned, we obtamed an understanding of contrals we deemed to be relevant for our audit.

we consiger the levet of nisk asseaiatec wath this key audit matter has reguced from the prior year due to the progress

made by maragement during the current period through the BFC improverments but the risk remains high. Our !
expectanon when piarning our by 23 gucit approach was that dehaencies would stdl remain in the control

enviranment Including i the i7 ervironment and the BFCs waala not be operating fully throughcsat the year As a

result, we did not plan Lo rely or controls and urdertook a fully substantive approach, This was a contabuting factor

1o the extendec ume and effor required te complete the audit,

Cur procedures (¢ respond Lo this key aucit matter Included:

« nteracting wih management and the Audit Committee te understand and chellenge the actions they were
faking as part cf the interna cantrols eqhancement programme to accress the control deficiencies identified
the prior year:

= performmg walkthroughs on key accourting processes, with particular fecus on long term contrace accounting ard
the design of the Bluepnnt of Fundamental Contral uniprovements:

obtaining an understanding of the general 17 contral environment: anc
« dentifying relevant centrols anc evaluasting those cantrols

We considered the nature and extent of the findings in determining our assessment of the risk of matenal
misstatement (0 the firancal statements ircluaing as & result of fraudulent manipuiation of the financial statements
(iIncluding the risk of override of contrels), as described elsewhere in this report. |

Civen the large number of errors and significant control deficiencies identified ir. the prior yedr. together with the
implementation cf the Blueprint of Fungamental Contrels improvements occurting towards the end of the Fy23
financial year, we factored this within our audit plan accardingly. Addificnal procecures mmcluded:

« increasing the level of component oversight;

= expanding the types of journal entries that we selectec for testing due to failures within the I7 environment, that
meant we were not able Lo “ely on these controls:

¢ nvolving fraud specialists "o respora to gur presumed nisk of fraud associated with the management override
of controts;

» usirg data aralytics specialists ta complement our substantive testing over key areas suck as the censolidaticn
and cartraces; and

= maintaining the senionty In ¢ur engagerment and review teams.

whilst the Croup has made progress in responding to the control deficencies identified. the internal cortiols
enhancement pragramme 1s planned over a number of years ard 1s not yet comptete. A number of deficiencies and
misstatements which are irdiwdually and collectively immaternal still remain presert at year end.

We consicer thet the design of BFCs are further advarced thar sector level centrols. We observed varied practice of
implementation of contract review controls across sectors and the formal documentation of these controls, together
with control enhancements occurning duning the second half of the financial year such thet we concluded the controls
were not operating effectively throughout the year.

We have idertified some improvements in core ERP systems in the (T environment but contirue to idertify
observations associated with priviteged access cantrols and passwaord cortrols.
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5.2. Revenue and margin recognition on key long-term contracts with significant management
judgement (Group} @

Refe” ta page 129 (Audt Committee report], Croup Income Statement, hote 1 (3asis of preparat:on and significant accounting doncies),

Note 16 (Trade and othe- receivables and cont-act assets) and Note 18 {Trade and other payacles and contract habilities}.

Key audit matter The estimation of Ifetime contract margin and the annropriate leve! of revenue and profit to recognise in any single

description accounting enod requires the exercise of Jirectors’ judgement. Within the Groud’s contract portfolio there are a
nuimber of conrracts which extend over a nuroer of years, with values in excess of £15ilion, where there 1s a2
significant gegree of Judgement and which could lead to 4 matenal error within the financial staterments. These
judgements include estimating the amount ot transformation cost savings on long term faciiies management
contracts; the impact of inflation on estimates of cost to compiete; estimating the recovery of contractual
entitlements from customers; estimating project completion dates on complex and techinically chaltenging refit
and maimntenance projects; and schedule duration and contractual obligations on multipie ship defiveries which
extend aver a number of years.

Consequently, we consider that revenue and margim recognition within key contracts, ard the assoOated accourting
for contracts assets, habilities ard provisions. in accordance with IFRS 15: ‘Revenue from Customers with Contracts’
{“IFRS 157} and 1AS 37: "Provisicns, contingent {iabilities and contingent assets’ (*IAS 377) represents a key audit
matter. Key aspects of IFRS 15 we corsidered related to the recognition of variable consideratior an contiacts and,
under IAS 37, the measurement of the provision for loss making contracts where there were cost increases andfor
delays 1o the contract scheaule.

Grver the level of judgement involved 1n estimating costs t¢ complete on these long-term contracts, particularly ir a
Righ inflancrary envircorment; cost allocanon between contracts: assessing the levet of zllowable and disaliowable
costs to rectarge; the level of curmulative catch up adjustments (CCAs) recorded and the subseguent impact on
rpusre and rn:irf:]ir\ rl:rr\r‘:r\ilinh wis irlentifind thic ag an araa far pnh:mh;\l m:r\agﬂmr\nf [aTE

narder to identify the key contracts where there is a significant nisk of matesial misstatement, we urdertook a
contiact nsk assessment process for each sector utilising data analytics, the latest contract information. our
snderstancing of the busiress, the results of prior audits and rewview of external information about market ard
gecpolitical canditions whict rght unpact certam cortracts. We held meetings with key finance arc contract
managers, attended busiress review meelings and cther key managemert meetings, reac and arcderstocd underiying
contract documentation and obtained support far key contract jucgernents.

In additior, we looked for contracts which may have tigher levels of judgement associated with the risk of schedule
delivery or technical complexity, anc other indicatoss that could increase the risk of a material impact on the financial
staternents, including achieving forecast learmer, efficiency and transformation savings anc the impact of nsing
inflation. As a result of cur risk assessmenrt, we identified four centracts where we consiger there to be the highest
degree of judgement required in estirrating the outturn margin position. These a1e: Type 31 Frigates; FMSP: Vanguard
anc £8C. In particuler this year the T3 7 centract for the Design & Buiid of 5 Type 37 Fnigates for the LK Royal Navy
has been suitject te a significant degree cf change and cost ircreases. We have identified a separate key audit rmatter
assoctated with the Type 31 Programme Estimates, see section 5.3 for further details.
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Independent auditor’s report to the members of Babcock International Group PLC {continued)

5.2. Revenue and margin recognition on key long-term contracts with significant management

judgement (Group ) continued @

How the scope of
our audit responded
to the key audit
matter

Key observations

Qul contract testing aporoach includec:
Understanding relevant controis

» We obtained an undesstanding of ~elevant manua! and IT controls and project accounting processes which
management have estabiished to ensure that contracts are appropniately forecast, managed. challenged and
accounted for,

+ Aspart of this, we atrended a sample of oroject contract stafus review meetings, quarterly business review
meetings and Groud level meetings *o understand the vanious levels of chalienge apoled o the forecasts.

« As outhined in Key Audit Matter 5.1, we did not rely on any controls for the purposes of our substantive testing.

Challenging management's assumptions and estimates
Our work nctuded:

« obtanirg an nderstanding of the contract and its key terms;

« makirg nguinies of cantract aroject teams and other personnel to abtan an understandirg of the performance of
the project throughout the year and at year-end;

assessing delivery progress and chaitenging key areas of estimation i overall Contract reverue and cost:

= performing a risic assessment ta identify contracts where cast shifing could impact on the margin recordec and
perfarming testing on comtracts with charactenstics of audit interest:

analysing histoncal contract perortrance and urderstanding the reascn for in year movemerts ar charges;
= peformng site wisits to inspect status of constraction:

testisg the underlying Calculanons used in the contract assessments for accuracy and completeness, inctuding the
estimated costs to complete the contract, the asseciated conungendcies ana exit hatilities;

» considering historical ferecasting accuracy of costs, companng te similar programmes, and challenging future cost
expectations with reference to those data points;

= recomputing the CCAs recorced by maragement;

» obtaiing evicence and assessng management's transfermaticnal savings ssJrmplians;

« exarmining external correspondence o assess the timeframe and cortractuet performarce for gelivery of the
preduct or service and any pdgements made in respect of these:

= assessing the urderlying inflation assurmptions ageinst com pettors, the wider market and inftanior rates;

= examining mnternal anc external evidence Lo assess contract status and eshimation of varadle consiceration
(nclucing associated recoverability of contract balances), suck as customer correspandence anrd, for certain
contracts, meeting with the customer directly;

= ercumng with in hcuse and external legal counsel regarding contract reléted judgerrents and claims ard
contractual entitternent relating to applicable regulations;

« considering whether there were zny indicators of managemert override of contrals er bias in arrving at the
reporting position; anc

assessing the appropriateness of disclosures in the financial statements.
The resiilts cf cur testing wete satisfactory.

Through our testing of the contracts ir “elation te this <ey audit matter we consider the judgements made by the
Croup in recegrising reverue and profit 1o be reasenable.

We identified rmisstatements which were individually ang collectively immaterial whict had a net impact of reducing
revenue angd remain uncorrected.
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5.3. Type 31 Programme Estimates (Group) @

Refer to page 129 (Audit Committee ~eaort) and Note 1 {3asis of prenaraton and significant account ng policies)

Key audit matter
description

The Tyoe 31 contract s corrplex involving the construction of five ships over 2 multi-year build orogramme. The
abihity of the Group to defermine future build cost and scheduale duration estimares is critcally desendant on the
maturty of the ship design. Ship 1 is currently urder construction. The Gioug is therefore required to make both
operational and financial assumotions to estimare future Costs over a number of years, The prediction of future everts
over extended periods containg pherent fisk and the outcome s uncertain and involves a high degree of
managerment estimation.

Juring the year significant incieases i foiecast costs on the Type 31 srogramime were identified, which were not
foreseen at contract inception. A contract dispute resofution process has been commenced over responsibility for
some elements of these incremental costs, but management have assessed the contract outturn en the basis that
these are not recovered given the earily stage of neqotiations.

As a result, a £100m loss has beer recorded in the year in relation to the contract, reflected through a £43m reversal
of revenue, £2mm asset impairment and the recognition of a2 £55m onerous contract provisian.

There s a risk that the provision recognised in respect of this contract does not appropriately cover the unavoidable
future losses agairst the contract as required under 1AS 37 “Provisions, Contingent Liabihties and Contingent Assets”
{"1A5 37"} and the revenue and margin for this contract has been recogrused in accordance with IFRS 15: ‘Revenue
from Customers with Contracts’ {*IFRS 15",

We have identified a key audit matter in respect of the judgements apphed in the assessment of unavoidable futare
cash flows used tc determine the onercus contract provisicr. The key estimates relate to:

« the ability of the Croup tc estimate cuild costs over the schedule and estimate efficteccies ansirg from the ‘learner’
effect through work over multiple skips. The ‘learner” effect assumes sirmibar activities will natarally be performed
LU ShILIED ey Uven L LUE EG LunllUuus Tepei oG, 1dliel Lian dn GOy separacs pluCess b panovel ngnLs,

= the ability of Lthe Croup to maintain o1 smprove cuirent operationai performance through process efficiencies and
improvements over the S ships;

= the assessment of inflation on the buikd cost; and

= the achieverrenr of the build schedule to complericn ard final acceptarce including compliance with contractuat
delivery dates and perfarmance metrics.

Material adjustrments would anise if managerment assumptions differ from the time and ccost it takes tc complete the
corteact, which extends over a number of years. With ¢f Thn of estimated costs te go over the life of the contract, if
actadl recovenes or costs were to differ frorn those assumed by 5 10%, the potentiahimpact on the certiact outturn
could pe £50 £100m.
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Independent auditor’s report to the members of Babcock Internationai Group PLC {continued)

5.3. Type 31 Programme Estimates {Group) continued @

How the scope
of our audit
responded to the
key audit matter

As a result of our obsevations regading the financial review controls over T3 (see "Key 0DSevations section below),

we have modified the natute, iming and extent of our audit orocedures and peiformed site wisits to INspect work

serformed Lo date and held discussions with various operational feam members to obtain a detailed understanding of

the buitd schedule and planined owild activities and processes.

We completed the follow1ng audit procedures:

» Read the contract to ootan an understanding of the xey contractual terms;

= Ootaned an understanding of relevant controls in place to review the financial oerformance of the T30 contract
and foracast future revenue and costs and account for the onerous contract m the Groud's financial statements;

= Tested the maturity of the design by considenng the number of completed engineering drawsngs versus the plan,
and validating a sample of design changes to engineenng sigr off in the year:

Specifically with regards to the testing of future build cost and schedule dutation estimates we have:

+ Evaiuated the reasonableness of future cash flow forecasts with reference to current performance [bath in year ang
post year end to date) trend analysis, historical forecasting accuracy, ard forecast operational iImproverments in the
contract;

Chatlenged the forecast assumptions used by managerent with regards to future build costs by extrapalating curreny
nerfermance (adpusted for rhose costs not forecast to recur) to date and comparing against management’s estimate.

» lested a sample of non recurnng costs by validating the rature of the costs incarred and abtaiming supporting ewidence
foi the individual items. In addition, & sample of ferecast third party costs were agreed through to supphier contracts;

« Valicated the fearrer build cost efficiency saving back te independent third party sndustry “eports;

= Challengec whether plannec efficiercy sawings initiatives were within the Group’s contractual ability to implement,
Iy dDliy LU TeasUNdDIY dbsess el Hianicial 1HPELL and L Turetast Ly of dieh iuien el idtio,

« Challenged managemert's forecast inflation assumpticns by benchmarking against exierrdi third party forecast
data: and

« Challenged the forecast schecule assumptions with reference to current pulla progress versus forecast and the
availatifity of skiifec iabour. Specificaily, we have chaflenged management’s assumptions for the average time and
cost o manufacture and instzéll categones of units and parts required to complete the ship, We have valideted
activities performec Lo date cr & samtle basis zgreeing to tme recerds and physical inspection of completed tterms
on the ship. We have obtained explarations and supporting eviderce for sigrificant variances pctween current
perfarmance ard farecast, We have also challenged the sufficiency of managemert’s resourcing plans compared o
Lhe activities forecast to be performed and tested a sample of leavers{jainers post year end in order to determine
whether the resourcing plan is being mer.

In acdition. we have:

« fvaluatea manegentent’s forecast comphizrice with the contractual perfarmance metrics by understanding the
process for assessing compliznce and the inierdependercies between the metrics;

» Evaluated the approach adopied i management’s mogel te determire comphiance with the requirernerts of
IAS 37. This nciuded considering a range of pessibihitzes and that maragement had 1aken its "best estimate’ in
determining the provision arount;

+ Tested the anthmetic accuracy of management’s medel;

* kvaluated, in gccordznce with 1AS 8, whetber the current year lcss prowsicr represents a change in estimate and is
therefore recegrised in the zppropriate periad.

» Fwaluared the sensiivity analysis prepared by management and pesforming our own sensitivity calculations to assess
*he apnropriateness of the provision recorded: and

= Assessed the appropriateress of the Group's disclasures in respect of orerous cortracis ang their compliance with
the requirements of 1AS 37 including sensitivites.

Management’s control over the review of the financial perfermance or the contiact was enhanced in the second half
of the firancial year and therefore cid not operate throughout the year. In response, we have spent additional time
with gperational management, and have performed detailed substantive testing in accordance with the procedures
set out above.

Our procedures performed above iCentified a large number of cntical judgements and estimates within
management’s estimation of the cost to complete, for example the ability of the Group to mantain orimprover
current operatioral performarce levels and the campletion of the tad schedule ro completior and final acceptance.
As z resuit, we consider theie 15 3 lzrge range of potentiet outcemes for the Type 37 grogramme, as Ciscussed further
within the “Key Sources of Eshmation Lircertainty”™ section of “ote 1.

However, whilst highlighting the large range of potential outcomes for the programme, based or the work perfarmec
as outhned above we are satisfiec that the jucgements anc estimztes made by the Directors ir determining the
onergus CORtract prowsion recognised on Type 31 are reasonable, and i accordance with IAS 37 “Provisions,
Cortingent Liabilhes and Cortingernt Assets™.

Griven the uncertainties in farecasting furure anavoidable cashflows, the disclosure sensitivities in Note 1 provide
important information to assess the impact of a reaspnably possible change in key assumptions.

166 Babcoc< internat:cra Creup PLC | Annlia RepoT 2ng £ ngrc & Statements 2077



» Strategic report

» Governance » Financial Statements

5.4. Carrying value of Goodwill within the Aviation sector (Group} ®

Refer to page 129 {Aud:t Committee report), Nete 1 (3asis of preparation and significant accounting nolicies) and Note 10 [Goodwl)

Key audit matter
description

How the scope
of our audit
responded to the
key audrt matter

Key observations

The Group tolds goodwil balances with a combined carying value of £781.4m as at 31 March 2023
(2022: £783.4m).

The Directors perform an impairment review of *be carying value of each Cash Generating Linit {{CGL') on an annual
basis i line with the reguirerments of A3 36.

As described in Note 10 to the financial statements, goodwill is monitored at an aperating segment level. The
Directors have assessed *hat trey do not consider there to be any easonably possidie changes in estimates thar would
result in impatiment 1n goodwiil across all CGUs.

The recoverable amount of the Group's goodwill was assessed by reference to value n-use calculations. The
value-in-use calculations are derrved from risk-adjusted cash flows from the Croup's five-year plan. Terminal value
assessments are inchuded hased on year five and an estimated long term, country-specific growth rate of 1.9-2. 1%
{2022: 1.8-2.5%). The process by which the Group’s budget 1s prepared, reviewed and approved benefits from
histaricat expenence, visibility of lorg-term work programmes in relation to work undertaken for the UK Governiment,
available government spending information (both UK and overseas), the Group's contract backleg. bid pipaline and
the Group’s tracking of cpportunities orior t0 release of tenders. The pracess ncludes consideration of risks and
opportunities at contract and business level, and considered matters such as supply chain disrupt:on. inflatior and
climate change.

From our nsk assessment procedures, we have identified 3 key audit matter 0 relahon to the valuation of geodwill In
the Aviation cperating segment given the sensitivities of key assumptions ard the historical inaccuracy of
mianagerrent’s forecasts, This work focused on the key assumptions withir the shart-term growtr forecasts such as
future revenue growth and margin iIMprovemenrs.

We completed the followng audit procedures:

= Obtained an urderstancing of the key cortrols i the impairment process, inclucding the review controls perforrred
at a sector level of the five year plan. the Group level rewiew of the five-year plan, and the Directars’ review of the
yuodwil model;

Assessed the mecharical accuracy of the impaisenit micdels end the methedology applied for consistency with the
recuirernerts of iAS 36;

» Challenged the appropnatencss of the Directors' assessment of CGU groups with reference ta the requirements of
IAS3B and the level at which operations are managed ard goodwill 1s monitored for irternal reporting puiposes:

¢ Assessed the completeness and accuracy of the allocaticn of corporate overheads to CGLS;

+ Evaluatec and challerged undertying assumptions, including forecast revenue, contract turnover rates, margins,
future capral expenditure ard working capital adjustments with reference to recent and histancat performance,
externgl industry berchmarks, specific forecast everts, and considenng the impact of any chmate related matters;

* Engeged our valuations speciabsts tc assess the discount rate;

Performed a 'stand back’ assessment, mcluding consideration: of enterprise value campared to the Directors’ valpe
n use; and

» Assessed the apprepnateness of the Croup's disclosares in the financial statements.

Censistent with pricr year, cur contrels work hughlighited that there was a lacx of formatised cocumentation over
model assumptions made with hmited documented eviderice of review.

We are satisfied that the judgements applied and disclosures within the financiat staternents are appropriate.
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independent auditor’s report to the members of Babcock International Group PLC {continued)

5.5. Disposal of the European Aerial Emergency Services {AES) businesses
Refer to 3age 130 [Audt Committee report}, Note 28 Acquisiton and disposal of subs:diaes, businesses and joint ventures and associates

Key audit matter
description

How the scape of
our audit responded
o the key audit
matter

Key observations

As disclosed further im Note 28, the Group completed the disposal of pat of its European AES Dusiness dunng the
year. The disposal group was zart of -Fe Aviatior operating segme=t and provided Aenal cmergency Services
includmg medical, firefighting and search & rescue services to castormers and communities, in ‘raly, Soain., Portugal,
Norway, Sweden and vinland. The disposal complerad on 28 February 2023, The Group recewed consideration of

£ 187.1 mulhon ard has recognised a loss on aisposal of £73.5m. As part of this disposal, the Group disposea of
E£243.7m of net assets, incurred £18 1m of disbosal costs ana racycled £71.2in of cumulative currengy transtation 1oss,

The key judgements "elated o this key audit matter lie 11 the valuation of ~erained assets and obligations such as
warranties and determination of the amount of foreign exchange balances to recycle from reserves which are
included 1n the calcuiahon of the foss on disposat.

Qur procedures on the dispesal included:

Obtaining an understanding of relevant coritrols, includiig management review controls. over the valuation of
assets and obligabons and geterminaticn of the amount of fareign exchange balances to recycle from reserves;

Agreeing the terms | vaiidity of the gisposal to the sale and purchase agreement {SPA):
Assessing That The AES business had been deconsclidated from tre date controi passed by evaiuaung the refevart SPA;

Assessing the disposal agairst the critena of IFRS 5 to evaluate whether v 1s appropniate to not be dlassified as a
discontinued operation,

Agreeing the cash consideratior to bank statrements;

= Performing substantive arzlyucal procedures aver the ret assets of the discosal Greup at the date of dispesal ard
agreeing this to the net assets included 10 management’s caleulztion;

e Acrpceima and Pacaleodanina thoa rpm)/rhr-r- ~F rotranclatinn AfFaranend ta tho inepme etatarmant that weers rpcecdad
i reserves oriar to discasal ’

+ Testing the transactich and ther disposal relared costs by agreeng 3 sample Lo suppoting mvalces;

Challergirg the assumphics over the valuanon of retairec assets and obilgatiors, whick rcluded assessing the
dccuracy and completenegss ar fhese ilems and considenng contradictony ewigence such as iegal and tax due
diigence reports;

Recalculatng the joss or disposal, and
* [yaluating the relevant Cisclosdtes -egarong the disposal of the AES business within “ate 28.

We consicer that the judgerrents feker by maragement and CISclosures Made withir the financial staterments i+
ceterminirg the rotal ioss to be recognisec are reasorable.
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6. Our application of materiality

6.1. Materiality

We define mareral'ty as the magnitude of misstatement in the financiai staterents that makes * prodanie t1at the economic decisions of
a reasonadly <nowledgeable person wouid oe changed or influenced. We use materality both In 3lannng the scope of ou audit wors and
7 evaiuating the results of our work.

Based on our orofessional judgement. we determ.ned matenality for the financia’ stafemenrs as a whole as follows:

Materiality

Basis for
determining
materiality

Rationale for the
benchmark applied

Group financial statements
£15.6m (2022: £15.6m)

The materizlity has been deterrmined by considering a
range of possible benchmarks used by investors and other
readers of the financial statements. Due tc the continuing
transition of the Babcock business foliowing the contract
profitability and balance sheet {CPBS) review and new
management, and the absence of noimalised financial
performance, 8 method consistent with that of the
previous perod has teen applicd,

In parhicular, we corsiderec: Rovenue, Net Assets, Tolal
assers, Proft betare tax, Profit before tax excluding
amrartisatior of acquired mtangitles, ousiness acgulsmon,
merger and divestmert relatec items, fan value
maovemnent on defivatives and related items as cefired
note 2 anc cash gererated from operations.,

Qur matenality represents:

(SIS FY23 [
Reverue 0.4% 0.4
Net assets 4.2% 2.2
Totelassels . . 0.5% 0.3%
Prafit before tax excluding

amortisation of acquired

intarigibles, busiress

acquisition, merger anc

divestment related items,

fair value moverment on

derivatives and related rterms

as definec in Note 2 12.1% 9.1%

Company financial statements

£61.7m (2022: £66.3m)

1% of total assets {2022: 1%). A lower materizlity of
£12.5m was used for the purposes of the Group audit was
based or 80% of Cioup materality (2022: 80%).

The materiality deterrnined for the standalone Company
financial statements exceeds the Group materiality,

This is due to the fact that the total asset balance of the
Company financal statements exceeds the total asset
balance of the Group.

Where there were balanrces and transactions withi the
Company accourts that were withio the scope cf the
guditof the Croup financial statements, oul procedures
wers Lndnaen uging thi lowen maranaling o] smnleab
to the Group audit components. It was only for the purposes
of testing balances not relevant to the Croup audit, such as
intercompany investment balances, that the higher tevel of
matenabty applied in practice.

We assessea which line itemns are the most important to As the Company is non-trading and operates primarily as a

investors and analysts by reading analyst reports and
Babceck’s communicztions to sharehiclders, as well as the
communications of peer companies.

Profit before tax is the benchmark ordinarily considered by

us wher auditing listed entities. It provides comparanthty
dgainst compantes across all sectors but has mitations
particularly where profitability has sigruficantly varied year
on year as is the case for Babcock.

Following this assessrment, we deterrnined using our
professional judgement that the selected matenality was
appropiiate. We note this is cansistent with the approach
adopted in the pnor year.

holding Company, we believe the totai asset position is the
most eppropriete benchmark to use.
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Independent auditor’s report to the members of Babcock International Group PLC {continued)

6.2. Performance materiality
We set pefo-mance mater aiity at a ieve lowe~ than mafrenality to reduce the drobab.try that, in aggregare, uncomrected and undetected
misstatements exceed the mater.ality for the financial state ments as a whole,

Group financial statements Company financial statements

Performance B0% (2022: 60%) of Group materiaiity 60% (2822: 60%) of Company materiality
materiaiity

Basis and rationale - determining pDerformance matetiahty, we considered the following factors:

far determining » The deficiencies identfied in the control emvronment;
perfor.mlé‘)nce + The de-centralised nature of the Group and lack of commor controls and processes: and
materiali ] )
eriality « The nature, volume and size of dentified corrected and uncorrected misstatements identified i the prigr year

6.3. Error reporting threshold
We agreed witn the Audit Cormmittee that we would report to the Committee all audit differences in excess of

£780,000 (2022: £780,000), as well as differences below that threshoid that, in our view, warranted reposting on qualitarive grounds. We
alsa report to te Audit Cormrmittee or disc osuwre ohatters that we identify when assessing the averal! presentat'on of the “nancal statements,

7. An overview of the scope of our audit

7.1. Identification and scoping of components

We performed our scoping of the Group audit by obtaining an understanding of the Group and its enviranment, inctuding Group-wide controts,
and assessing the audit risks. This exerc’se considered the relative size of each reporting unt’s contoibution ta revenue, profit before tax and
adjusted profit before zax, alongside furtner financa or concractuar «sks, which we considered to be present. Civen the disposal of the
Curopean ACS business, we nave ncreased the scope of the Canadian component to full scope to ensure we obtained suficient audt
evidence tC SUppor ous apinion. Ths resulted in 31 full scope components {2022: 29 components and 1 specified balances scope).

For ait other reporting units not inciuded in full scope , we pe-formed centrally directed anaiytical review procedures to confums our
conciusion thai there was no significant nsk of materal misstatement in the residual population.

As each of the reparting units mantains separate financial -ecords. we engaged component audiors from the Deloitte memper firms in Austraiia,
Canada, France and South Airica, tc perform procedures under our direction and supenvision. We have alse involved comipanent auditors
from Spain. 'taly. Norway and Sweden to perform work on the incame statement for certain periods of Babcack ownership prior to disposai,

Excluding the Cecmpany, Camponent matenahty ranged frem £3.09m to £4.91m (2022: £3.09m t¢ £4.91m)

Our audit approach ensured that we engaged local auditcrs whe have appropriate knowledge of local reguiations to perform the audit
work, under a comman Delgitte audit approach. We 1ssued detarled instructions to the comporent auditars, including specific procedures
to address Group evel significant nsks such as contracts testing and asset impairment procedures far some geographies and directed and
supervised their work through a number of visits te the cornpenent auditor during the planning and performance stages of our audit
alongside frequent remcte communtcation and review of their work.

In addition to the work performed at a component level the Group audit tear also performs audit procedures on the Company financial
statements inciuding but not limited to corporate act'vities such as treasury and pensions as well as on the consolidated financial
statements themselves, including entity levei controls, imigation provisions, tne consatidation, financia statement disciosures and risk
assessment work on components not included eisewnere in the scope of our audit. The Group audit team aiso co-ordinates certain
procedures perfermed on key areas, sucn as PPE «mpairment, where audit wark s performed by botn the Group and component audit
tearns as well as analyticai “eviews on out-of-scope components.

The 31 fyl! scope components contribute the propart.ons of Growp totals shown betow.

Absolute

Reveue profit

before tax

. “u audtscope B review ot groun evel
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7.2. Our consideration of the control environment

we have performed detalled walkthroughs of the processes associated with each of the Group's business cycles, identfying -eievant
controls and evaluating those controls. We aiso identified relevant [T apoiications, infrastriucture and coerating systems used in the
operation of tne Groun's relevant contro's, and performed testing of the general IT controls over those systems identified as ey.

As 3 result of tne dehciencies outlined n section 5.1 we did not “ely on those cont-ols in fine with our planned approach.

7.3. Our consideration of climate-related risks

The Group has considered climate ¢hange risk as nart of their risk assessment Hrocess when cons.dering fhe princinal risks and uncertainnes
facing the Group. Thes s set out w0 the strateg:c report on pages 63 to 73, and in Note 1 to the fimancal statements on page 182,

The areas of the financial statements that are notably impacted by climate-related considerations are assaciated with future forecasts in toe
medium to long term. These include considerations of the cash flows and growth rates used to determine the recoverable amount of
goodwill. The Group also censidered the potential impact on useful economic iives, disruption to key operating sites and supply chain.

We have performed the following procedures:

« assessed the key financial statement line items and estimates which are more likely to e matesnally impacted by climate change risks
given the more notabie impacts of climate change on the business are expected to arise in the medium to long term.

* challenged how the Directers considered climate change in their assessment of going concem based on our understanding of the
business environment and by benchmarking relevant assumptions with market data.

= involved our Envirenmental Scaal and Covernance (ESC) specialists in chatlenging the Group's climate principal risk assessments, £5C
spec.alists were aisc invalved n evaluating the £5C sect:on of the annua. report and assessing Task Force on Climate-related Financia’
disclosures (TCFD) on page 67 against the recommendations of the TCFD framework.

« assessed whether climate nsk assumptions underpinming specfic account balances were appropratesy disclosed.

« read the climate risk disciosures included ‘n the strategi report section of the annuat report for consistency with the financial statements
and our xnowiedge of the business envionment.

7.4. Working with other auditors

Cur oversight of component auditors ncluded directing the planning of the:r audit wark and understanding thew risk assessment process to
identify key areas of estimates and judgement, as wei! as supervising the executicn of their audit work.

We 1ssued detailed instructicns to the component auditors, reviewed and challenged the related component inter-cffice reporting and
findings from their work, reviewed underlying audit files, attended component audit closing conference calls and held regular remote
COMMURICETICN to Interact on any refated audit and accounting matters which arose. Additionaily, all teams were 1nvolved in our
glokal planning and fraud meeting, which was led by the Croup audit team. Visits to meet with certain component teams in Australia,
South Africa and France were conducted. Where we did not visit components in persen, we maintained an ongoing diaiogue virtually
ana 1eviewed files remotety.

The Company is located in the United Kingdem and the UK businesses were audited directly by the Group audit team.

We are satisfied that the level of involvernent of the Group audit partner and team in the component audits has been approprate and has
enabled us to conclude that sufficient appropriate audit evidence has been obtained 'n support of our opinion on the Group financial
statements as a whole,

8. Other information

The aother infarmation compnses the information included in the annual report, other than the financial statements and our auditor's report
thereon. The Directors are respansible for the other information contained within the Annual Report.

Cur opinion on the financial statements does not cover the other information and, except to the extent otherwise exphcitty stated in our
report, we do not express any form of assurance conclusion thereon.

Our responsibility is 1o read the other information and, :n doing so. consider whether the other information 1s materially inconsistent with
the financial statements or our kncwledge obtained in the course of the audit, or otherwise appears to be materially misstated.

If we ident:fy such matenat inconsistencies or apparent material misstatements, we are required to determine whether this gives fise tc a
materal misstatement in the financial statements themselves. If, based on the work we have performed, we conciude that there is a
maternal misstatement of this ather information, we are required to report that fact.

We have nothing to report in this regard.
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9. Responsibilities of Directors

As exnlained more fuby 1 the Directors’ responsisilities statenent, the Directors are responsin'e fo: tne aresa-ation of the fnancial
statements and for being satisfied that Tney gve a true and fair view, and for such internal controi as the Directors determine is necessary
to enaole tne preparanon of financia! statements that are free from mate-ia- misstatement, woetner due to fraud or error.

In prenaring the financial statements, the Direcrors are responsible for assessing the Group's and the Company’s ability to continue as a
gong conce™. discios:ng 3s apoiicabe. matters re'ated to going concern and using the geing concern basis of accounting unless the
Directars etner inmend t2 liquidate the Grous or the Combany or to cease operations, or have no real stic alternative but to do so.

10. Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtarn reasonable assurance about whether the financial staternents as a whole are free from materal misstatement.
whether due to fraud or error, and 1o 1ssue an auditor's report that includes our opinion. Reasonabie assurance is a high level of assurance
but is not 4 guarantee that an audit conducted in accardance with 1SAs {UK) will always detect a matenat misstaternent wher it exists,
Misstaterments can anse from fraud or error and are considered material if, iIndividually or in the aggregate, they cou'd reasonably be
expected to influence the econamic decisions of users taken on the basis of these financial staterents.

A further description of our responsibilities for the audit of the financial statements is located on the FRC's website at:
wvaw fre gk auditorsiesponsibiities. This description forms part of our auditor’s report.

11. Extent to which the audit was considered capable of detecting irregularities,
including fraud

Irreguianties, inciiding fraud, are instances of non-compiance with laws and reguiations. We design precedures i me with our
responsbilit-es, outlined abave. to detect material misstaternents in respect of irrequlartes, including fraud. The extent ro wh.ch our
pracedures are capabie of detect-ng irreguianties, incruding fraud, i detailed below.

11.1, Identifying and assessing potential risks related to irregularities
inidentifying and assessing nsks of material misstatement n resbect of irreguianties, includ'ng fraud and nen- corrpliance with laws and
regulatons, we considered the following:

= the nature of the industy and sector. control environment (fr parficular the ongoing deficencies identified :n the previcus year, see 5.1
above) and business performance nciuding the design of the Group's remuneration policies, key drivers for Directars’ remuneratien,
tonus levels and performance targets;

= the Croup's owr assessment of the risks that (reguianies may occur ether as a result of fraud or

errcr that was approved by the Board:

= results of our enguir es of the Directors, internai audit, internal and external iegat counse! and the Audit Carirmittee about ther own
identification and assessment of the nisks of irreguiarities:

= any matters we identified naving obtained and reviewed the Group's documentation of their palicies and procedures refating to:

= identifying, evaluating and complying with laws and requlations and whether management were aware of any instances of norn-
cernpliance;
+ detecting and responding to the risks of f-aud and whether management have knowledge of any actual, suspected or alieged fraud;

= heinternal controns established 1o mitigate nisks of fraud or non-cor-piiance with laws and ~egulations including obtaining an
understanding cf the Group's bribery and cor-uption and whistlebiowing policies; and

« the matters discussed among the audit engagement tea inctuding significant cormpanent audit teams and relevant internal speciaiists,
including tax, fraud. vauat:ons, pensions and IT spec:aiists regasding how and where fraud might occur in the financal statements and
any potential indicators of fraud.

As a result of these procedures, we considered the oppeortunities and incentives that may exist within the organisation for fraud and identified
the greatest potential for fraud in the fevel of judgerrent involved in estimating costs to comgplete on long-term contracts. In commaon with
ali audits under 18As (UK}, we are als¢ required to perform specific procedures to respond te the risk of management overnde of controls.

We also obtained an understanding of the legal and regu'atory frameworks that the Group operates ir, facusing on provisions cf those laws
and regulations that had a direct effect on the determunation of material amounts and disclosures in the financial statements. The key laws
and regulations we considered in this context inctuded the UK Companies Act, Listing Ruies, pensions legislation and tax legislation.

In addrticn, we considered provisions of other laws and requlations that do not have a direct effect on the financial statements but
compliance with which may be fundamental to the Croup’s ability to cperate or to avoid a material penalty, including in respect of export
cont-ols, defence contracting and anti-bribery and corruption fegislation.
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11.2. Audit response to risks identified

As a result of performing the apove, we identified '‘Revenue and margin recognition on ey long-term contracts with significant
management yjudgement' and 'T31 programme Estimates’ as a key audit matters related to the potential nsk of fraud. The key audit matte-s
sect'on of ou- report exz:ains the matters in more deta: and also descries the soecific orocedures we performed 19 response to those key
audrt matters,

In add:t.on to the adove, our drocedures to reszond to nsks identified inciuded the foilowing:

» reviewing tne fingncial statement disciosures and testing against suopotting documentanion T assess Com piance witn provisions of
relevant ‘aws and regu'at.ons descrioed as naving a direct effect on the financ’a’ statements;

» enquiring of the Directors, the Audit Committee, in-house legal counsel, and where needed, circularising external legal counset,
concerning actual and potential litigation and claims:

» performing analytical procedures to identify any unusua® or unexpected refationships that may indicate risks of material misstatement
due to fraud;

« reading minutes of meetings of those charged with governance, reviewing internal audit reports and reviewing correspondence with
relevant regufatory authorities; and

« 1n addressing the risk of fraud through management averride of controls, testing the appropnateness of journal entries and other
adjustments: assessing whether the judgements made in making accounting estimates are indicative of a potential bias: and evaluating
the business rationaie of any significant transactions that are unusuar or cutside the normal course of business,

We a:se communicated relevant identfied laws and regulations and potential fraud risks to al' engagement team members including
internal spec:atists and significant camponent audit teams and remrained alert to any indications of fraud or non-compliance with 'aws and
requlatons throughout the audit.

Report on other legal and regulatory requirements
12. Opinions on other matters prescribed by the Companies Act 2006

In our opinion the part of the Directors’ remuneration report to be audited has been properly prepared in accordance with the
Companies Act 2006.

In our cpinion, based cn the work undertaken in the course of the audit:

= the information given in the Strategic Report and the Directors' report for the financial year for which the financiai statements are
prepared is consistent with the financial statements; and

+ the Strategic Report and the Directors’ report have been prepared in accordance with applicable legal requirements.

In the light of the knowledge and understanding of the Group and the Company and their environment obtained in the course of the
audit, we have not identified any material misstatements in the Strategic Report or the Directors’ report.

13. Corporate Governance Statement

The List.ng Rutes require us to review the Directors’ statement in relation to going concern, longer-term viability and that part of the
Corporate Governance Statement relating to the Group's compliance with the provisions of the UK Corporate Covernance Code specified
for our review.

Based on the work undertaken as part of our audit, we have concluded that each of the following elements of the Corporate
Governance Statement is materially consistent with the financial statements and our knowledge obtained during the audit:

» the Directors’ statement with regards to the appropriateness of adopting the going concern basis of accounting and any material
uncertainties identified set out on page 105;

» the Directors’ explanation as to its assessment of the Group’s prospects, the period this assessment covers and why the period is
appropriate set out on page 104;

= the Directors’ statement on fair, balanced and understandable requirement set out on page 158;

the Board's confirmation that it has carried out a robust assessment of the emerging and principal risks set out on page 157;

the section of the annual report that describes the review of effectiveness of risk management and internal control systems set out

on page 127; and

the section describing the work of the Audit Comemittee set cut on page 124.
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14. Matters on which we are required to report by exception

14.1. Adequacy of explanations received and accounting records
Lnder the Companies Act 2006 we are required to report to you ', in our opsvon:

» we have 7ot received aii the information and explanations we require for our audit: or

« adequate accounting records have not been xept oy the Company, or etuins adequate for our audit have not Deen received from
S-anches not visited oy us; oF

» the Company faancai statemnents ae not in agreement with the accounting records and returns.
We have nothing to report in respect of these matters.

14.2. Directors’ remuneration

Under the Companies Act 2006 we are also reguired to report if in our opinion certain disclosures of Directors’ remuneration have not
been made or the part of tne Directars’ remuneration report to be audited 1s not In agreement with the accounting records and returns.

We have nothing to report in respect of these matters.

15. Other matters which we are required to address

15.1. Auditor tenure

Following the recommendation of the Audit Committee, we were appointed by sharehaiders at s Annual General Meeting on 22
september 2021 to audit the financal statements for the year ending 31 March 2022 and subsequent financial penods. The periad of
total uninterrupted engagerment ncluding orevious renewals and regppointments of the firm s two years. cover'ng the years ended 31
March 2022 to 31 March 2023.

15.2. Consistency of the audit report with the additional report to the Audit Committee

Our audit opimon Is consistent wth the addignal report to the Audit Committee we are required to provide in accordance with 15As (UK).

16. Use of our report

Thus report s made solely to the Company's members, as a body, 'n accordance weth Chapter 3 of Part 16 of the Companies Act 2006.
Our audit wark has been undertaken so that we might state to the Corrpany’s members those matters we are required to state to them in
an auditor's report and for no other purpose. Ta the fullest extent perm:tted by faw, we do not accept or assume fesponsibility to anyone
other than the Company and the Company's members as a body, for our audit waork, for this report, or for the opinions we have formed.

As required by the Rinancial Conduct Autharity (FCA} Disclosure CGuidance and Transparency Rule (TR} 4.1.14R, these financial statements
will formm part of the European Single Electrenic Fermat (ESEF) prepared Annual Financial Report filed on the Naticnai Sterage Mechanism of
the UK FCA In accerdance with the ESEF Regulatory Technical Standard {'FSFF RTS'). This auditor’s report provides no assurance over
whether the annual financial report has been prepared using the single electronic format specified in the ESEF RTS.

Makhan Chahal FCA {Senior Statutory Auditor)
For ang on behalf of Deloitte LLP

Statutory Auditor

Landon, UK
20 Juiy 2023
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Group income statement

2023 BN
St the yEdT 2ndel 30 aare Mo 7)£_m Efr
Revenue ) _ L S L 23 44386 = 24,1013
Operaring tQS*S . ) . o B ) L ,-,,mjﬂ,y_sjl _ 14,0408
Coodwili Impqnﬂeﬂf ) L _ o S S )
i oss)]grof.‘ resulting from acquisit? ions ard disoosals 28 (77.4) 1728
Operating profit T o 2.3.4 45.5 228.8
{Other income - 5.2
Snare of -esits of ]o'@i vertures and associatas ) 23,14 S 79_3 201
France income S - h i -i 7 i 5 21.; _ 9"6
Finance costs o 5 {70.5} [80:1)
Profit before tax 2.4 6.2 1823
Income tax expense 7 {39.5} {14.4)
(Loss)/profit for the year (33.3) 167.2
Attributableto: - i B o
CWners of the pa parE'ﬂt o o S —(3?;—6) o 164.2
Non- controlhng irterest ) . ;7 e o _7;” o M—17 o 7”73_?-
(Loss)fearnings per sl share - o L L S
Basic o o ) 4  {69)p EE:,SE'“
Diluted T T 9 {(6.9)p ENTS

o The Lo mas re-presented e oo fetcd ncome staterentt o corone Cost ot revence e A szt ar end distr oot o costs nto Crerztirg coste, “ommer
irfgrater s re'vdecin rete T

Group statement of comprehensive income

2023 i
ferere year enden 3 Ml . o B o . . _ Mete o €m0 “r
{Loss,j profit for th eyear B - . - {33.3) 167.9
Gther comprehenswe income o - -
Items that may be subst_e_quer_ltly redassmed to mcome statement "“ T T T
Currency rznslation ciffererices e e o8] _ 02
Reclassificaticn cf cumu!atlve currency tr afislation reserve cn dlspcs:l 28 {12} (7.3,
Fair value adjustment of irterest rate and foreigr EXCHGF‘QC hedges _‘91 {14.7;
'ﬁgcﬁ{ncludmg rate change ‘mpgc_t_mcr fair value adjustment of Interest rate 2nd foreign ethc.rge S kumﬁ(?ﬂ) o 7[1_0]
nedges
Hedging (\osseggams reclassifiec to profit of loss - h o {10.8) BTN
Reciassification of cumiulative hedge reserve on disposal of joint venture ' - L 20.8
Share of cther ccmpre%emwe inccme o of_jcmt Venturet and asscciates T T 14 4.7 :-73707.3
Tax, mc\ﬁd\ngrrare change impact, on share of other compreT‘é;fsNe incorme of oint ventures and (1.2) (5.7}
associates . N . o

ltems ¢ that wilt not be reclassmed to income statement

Remea;uremenr of retirement beneﬂt ob\lgatlons ,,,-7 ' ' o ,, _E (402.4) jgzj

Tax on remeasurement of retirement benefit abligaticns - 7 100.8 164.2)
Other comprehensive {loss)/ income, net of tax {304.3) 297.9
Total comprehensive (loss}/income {3317.5) 465.8
Total comprehensive {loss) /income attributable to:

GWﬁers of the parent T o - T ) m C 4612
RE)_H controilmg H‘tte}e;f - T - T o R T o W V 45
Total comprehensive {loss)] income {337.6) 463.8
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Group statement of changes in equity

toTsl ag ey
I Surame
O oW es Hon-
Srare Sz Sthar el ] Aetae —sedgng T “oarea lng {oral
LALfal oo “adeinit o 23rigs W B @ity
o £ o in P (8 Bl i I Z I

At 1 April 2021 303.4 B730 TER.8 306 (1.671.7) {42.7) (48.4) 213.0 6. 2299
Profit for the year T - N e T ) 167.9
O;rirrwif,;compre;érn;ivérmc:ﬂwe S - . - - 258.3 ”'46.7'-"7””7(787.70J 2970 0.3 297.3
Totat comprehensive income I I azzs5 4e (3.0) 4612 46 4658
Jividerds - - - - - - - - S .
Share-based Dayments BRI - - 55 - - 35 - 5.5
Tax on snare-aéé-éa’[’)a}ments T - - - - 23 - T 2.3 T 2.3
Net movement in equity - - - - 430.3 46.7 (8.0) 489.0 3.5 472.5
At 31 March 2022 303.4 873.0 7688 306 (1.2414) 4.0 {56.4) 682.0 19.5 7015
At 1 April 2022 ) 3034 873.0 7688  30.6 (1,2414) 40 (564) 6820 195 7015
Lossfor theyear T - - - 350 - - (35.0) 1.7 (323
Drhe{géfrfniprehen;ﬂ'g(tiogsr]/mcome - - - - {301.8) (1.0) " Toa {302.3) (2.0) (304.3)
Total comprehensive income o - - - - (336.6] {1.0) 0.3 (337.3)' {0.3) (337.6)
bweends — T oo A -2 @2
Share-based paymerts 25 - - - - 94 - - 94 - 94
:-r_a_; o share-based payments o - - - - 0.2) - - (0‘2) - {0.2)
Net movement in equity o - - - - (3274) (10 03  (328.1) (2.5) [330.8)
At 31 March 2023 o """ 383.4 5730 7688  30.6 (1,568.8) 3.8 (&) 353 178 3708

The other reserve relates to the nghtsissue of new ordinary shares on 7 May 2014 and the capital redemipbion reserve relates to the

issue and redemption of redeernabie B preference shares in 20G17.
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Group statement of financial position

31 March E
2023
et . Em
Assets
Non-current assets . B B o -
Coodwiil B ] B 0 7814 7834
Otner ntarginie assets . ] . 11 1408 176.7
Property, plant and equipment _ 12 4785 7'0.6
Right of use assets o 3 L i3 1591 3343
Investment in joint ventures and assoc:ates B _ 4 3514 i 543
Loan to joint ventures and associates o L t4 9.5 12.1
Retirement benefits surpiuses e - 2B 948 3009
Oter financiaassets . B 7.3 _ 100
Lease receivables - o o ) 222 240
Derivatives - __ B . L o T 26 ,l,,,,‘
Creferred tax asset 7 1122 47.4
Trade and other receivables o - o 16 6.4 oz
N 1,872.2 24635
Current assets - o o
Iventores - _ 1268 1427
lrade and other receivables o _ 506.9 488.8
Contracr assets e o 3225 2993
Income tax recoverable . - 77 234
Lease receivables _ 164 233
Cther financial assets R N 14 i -
Dervatives . 21 4.3 1.4
Cash and cash equivatents 17,27 451.7 11483
_ o - L - _ 1,437.7 2,137.2
Total assets . e B 3,309.9 4.6G0.7
Equity and liabilities -
Equity attributable to owners of the parent L o
share capital 0 24 3034
§har<_snp}e-m_i_\_m)_ o . o B 777 873.0
Capital redemption ana other l'esg_r_yes ) - _ B 746.3
Retained earnirgs T ~ . {1,568.8)
o o 3539
Nen-controthing interest 17.0
Total equity - e ~ 3709
Non-current liabitities B o S o o
Bank ang other borrowings ) 19 7684 8-
Lease liabilites o 13,19 1789
Trade and other payables . _ _ _ 18 09
Deferred tax labiites s 7 70
Cerivatives 21 533
Retirement benefit deficits - - _ 28 156.2
Provisions for other liabifities ZC 80.8
1,245.5
Current fiabilities _ _ - o L
Bank and other borrowings e o 19 196 8634
Lease liabilities - ~ 13,19 49.9 _1oazg
Trade and;gt’tléﬂyaiglieisii o - - 18 9111 888.1
Contract liabilities i . 18 6164 5133
Income tax payable [ o 158 177
Dervatives T o 21 128 _348
Pravisions for ather labllities 20 67.9 55.6
1,693.5 2,482.7
Total liabilities o 2,939.0 3.888.2
Total equity and liabilities 3,309.9 4,6C0.7

i. The 2022 Cieup Staterment of Firancial Tesiton has ceen sevised wnder 'FRS 3 for rew intareaticn
acquisition dete cLring tne CerT TIEC Measurament per oo - see hote 23 for mere derell,

cotared about facls e cncan slances Lhgl exsled 2t LLe

The niotes on pages 179 to 244 are an integral part of the consolidated financial statements. The Group financiai statements on pages

175 to 244 were approved by the Board of Directors on 2C july 2023 and are signed on its behalf by:

David Lockwood OBE
Director

David Mellors
Director
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Group cash flow statement

2023
S tgyesrandzd 30 VAT Nete £m

Cash flows from operating activities e 7
(Loss]jprofrt for the year {33.3) '67.9
Share of resuits of joint ventires and associatas 14 (93) 2o
ncome tax exoense 7 395 144
finance income i S {21.9) _[9.g)
Finance Costs 5 705 804
Negr eciabion and \muanmewr of :) oaer*y ant and equioment 12 77.0
Depieciation ard imoarment of ngnt of use assats B o 13 913

ATortisatign and imoairment of ‘ntangible assers M 371

Goodwill impairment e . —_— —

Equ|ty share-based payments 9.4

Met derivative fair value and currency maoverment threugh prafit or loss (7.5) (C.9)
Lcss[lproht] o d\sposa\ of subsidiares, businesses air:j'ﬁl;t;eﬁtrurﬁ and gssociates 28 774 (1 72.8
Profit onrasEosal of Drccer‘y plant and equipment _.__.[_591 {1.5]
Eéggf(b?of=fj on disposal of right of use assets B o Y (3.2
Lass an dlsposal of srtanglb&e assets 1.7 0.7
Cash generated from operations before movement in working capital and retirement

benefit payments ) B 3307 403.3
{!ncreaselfdecrease in inventories (25.7) 10.6
(\ncréé's'éjrm recevables S B T (71.6) - (85.2]
{Increase) in cortract assets o _ {54.2} (26.5]
nerease{ (decrease] in payables 131.4 (202.C)
rerease in contract kabilites 132.3 1242
ncrease | (decrease) in piovisians 479 (2C.9;
Retiremrent beneft cortributiors I excess of current pericf.‘ experse o ) *(141.9] (151.71
Cash generated from operatlons 3489 41.8
fcome tax (caic)y receweo {25.4) 10.0
interest pasg T (71.0) T(54.9)
‘nterest received ) o mm e - _-‘rt-l“.& 2.9
Net cash flows from operating activities 261.3 €.8
Cash flows from investing activities

Dlspgsg\--(;;ub&cwa! ‘es and jOIW’ ventures anc associates, net of cask cispesed Z8 158.6 42C.7
Acguisition of subsidianes, ret of cash ecaifre B - (15.5)
Cividends r re;g[ved frem Jcmt ventures and associates i 14 87  4ie
Prcceeds cn disposal of Broperty, plant anc eguipment 38.5 68.0
Proceeds c'h'dlsrpbrsal of intargible assets ’ i 04 -
ajrch;ses of property, plant anc é(it;i)-rre{wt o . o C ’ —T{cﬁﬂ 1190.8)
Purchases of \r’?éﬁaw-b-l_e_a_;s-ets o (20.9) {12.4)
Investment in joint ventures 14 - (2.6]
Loans repa\d by Jcmt ventures ard _é-is_éa_a_t_e T 14 _ 3i.C
Increase in leans te icint ventures and associates 4
MNet cash flows from investing activities 83.5 338.6
Cash flows from financing activitles :

Lease payments 27 {108.5) (1130)
taSh iﬁﬂc\}vf%ﬁ{; 7 ; - ~ —W"_'_' L
Banklcans repad 27 (972.8) 131.7)
l.oans raised and facilibies drawn down 27 4166 231
mi&éﬁ&{’éard'ﬁ ron-c contrcllmg interest T T T (2.2} (1.1}
Net cash flows from financing activities {666.1) 1122.7)
Net (decrease)/increase in cash, cash equivalents and bank overdrafts {321.3) 2227
Cash, cash equivalents and bank overdrafts at beginning of year 7 7565  530.9
Effects of exchange rate fluctuations 27 '77"777Fﬁ 2.8
Cash, cash equi;alents and bank overdrafts at end of year 27 429.5 7ZES
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Notes to the financial statements

1. Basis of preparation and significant accounting policies

Going concern

After making enquines, the Directors, at the time of approving the financial statements, have a reasonable expectation that the
Caompany and the Group have adeguate financial resources to contine in operational existence for the foreseeabie future. As such, the
consolidared financial statements have been prepared on a goiing concarn basis - further detail on the key factors impacting the going
concern assessment are set out i the Directors' report on page 104, The Board considered the pericd from 21 tuly 2023 to 30
September 2024 in ifs assessment of going concern.

Basis of preparation

The finanaial statements nave been prepared in accordance with United Kingdom adopted International Accounting Standards, which
has not differed from the previously tiJ-adopted Internaticnal Financial Reporting Standards (IFRS), and the Companies Act 2006
applicable to companies reperting under IFRS. The consolidated financial statements have been prepared under the historical cost basis,
except for certain financial mstruments that have been measured at fair value. Babcock Internaticnal Group PLC is listed on the London
Stock Exchange and is incorporated and domiciled in England, UK.

New and amended standards adopted by the Group

The Group applied the following standards and amendments for the first time for the year beginning on

1 Aprit 2022:

Ihe following standards and amendments to IFRS became effective for the annual reperting period beginming ¢n 1 April 2022 and did
nct have @ material impact on the ccnsolidated financial statements:

. The Croup has adopted the amendments ta IAS 37, ‘Pravisions, contingent liatulities and contingent assets'. The aimendments
specifv that the cost of fulfiliing a contract comprises the casts that relate directlv to the contract,

. The Gioup has adopted the amendments to I1AS 16, 'Property. plant and equipment’. The amendments prohibit deducting from the
cost of an item of property, plant and equipment any proceeds from selling iterns produced before that asset is available for use
and clanfies the meaning of 'testing whether an asset is functicning properly’.

. The Croup has adopted the amendiments to IFRS 3, 'Business Ccmbinations’. The amendment relates to the identification of
liabilities assurned and contingent assets acquired 11 3 business combination.

. The Group has adepted the annual improvements to [FRS 2018 - 2020 cycle.

New IFRS accounting standards, amendments and interpretations not yet adopted

ihe Croup has not early adopted any other amendment, standard or interpretation that has been issued but is not yet effective. It is
expected that these standards and amendments will be adopted on the applicabie effective date. The fcllowing new or amended IFRS
acccunting standards, amendments and interpretations not yet adopted are not expected tc have a significant impact on the Croup:

« IFRS 77, 'Insurance Contracts’. New standard effective from 1 lanuary 2023.

. |AS 1, "Presentation of Financial Statements'. Amendment effective from 1 lanuary 2023.

. {FRS 3, ‘Business Combinations'. Ammendment effective from 1 January 2023.

«  IAS 8, ‘Accounting Policies, Changes in Accounting Estimates and Errors’. Amendment effective from 1 January 2023.
. 1AS 12, 'Income Taxes'. Amendment effective from 1 lanuary 2023.

Basis of consolidation

The consotidated financial statements comprise the financial statements of the Company and its subsidiary undertakings tegether with
its share of joint ventures' and associates’ results. Intra-Croup transactions, balances, income and expenses are eliminated an
consolidation.

(a) Subsidiaries

A subsidiary 1s an entity contrelled by the Group. An entity is controlled by the Croup regardless of the level of the Group's equity
interest in the entity, when the Group is expescd or has rights to variable returns from its involvement with the entity and has the ability
to impact those returns through its pcwer over the entity.

In determining whether controi exists, the Croup considers aH relevant facts and circumstances to assess its controi aver an entity such
as contractual commitments and potential voting rights held by the Croup if they are substantive.

Subsidiaries are fully consolidated from the date contral has been transferred to the Croup and de-consclidated from the date control
ceases. Where control ceases, the resuits for the year up to the date of relinquishing control or closure are a2nalysed as continuing or
discontinued operations.
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Notes to the Group financial statements (continued)

1. Basis of preparation and significant accounting policies {continued)
Basis of consolidation (continued)

(b} loint ventures and associates

Asscciates are those entities over which the Group exeicises its significant influence when 1t has the power to participate in the hnancial
and operating policy decisions of the entity but it does not have the power to cantrol or jointly control the entity.

A joint venture is 8 joint airangement wherehy the parties that have joint control of the arrangement have rights to the net assets of the
arrangement, rather than rights to its assets and obligations for its liaditit’es.

fhe Croup's interests in ;oint ventures and associates are accounted for by the equtity method of accourting and a’e initially recorded at
cost. The Group’s investment in joint ventures and associates inctudes goodwill (net of any accumulated impairment loss) identified on
acguusition. The carrying values of associates and joint ventures are reviewed on a reqular basis and if there is objective evidence that an
imparrment in value has accurred as a result of one o more events during the period, the investment is impaired.

The Croup's share of its joint ventuies’ and associates’ post-acquisition profits or losses after tax is recognised in the income statement,
and its share of post-acquisition movements in reserves is recognised in reserves. The cumulative post-acquisition movements are
adjusted against the cairying amount of the investment. If the Croup's share of losses in a joint venture or associate equals or exceeds its
investment in the joint venture or associate, the Group does not recognise further losses unless it has incurred obligations to do so.

nrealised gains and losses on transactions between the Group and its joint ventures and associates are eliminated to the extent of the
Group's interest in the joint venture and associate. Loans to joint ventures are valued at amaortised cost less provision for impairment.

Materiality

Various disclosures make 1eference to items considered as material or immaterial to the financial statements. The Croup considers
information to be materiat it armutting 1t or misstating it could influence decisions that users make on the basis of the tinancial
information provided. Matenality 1s considered fram both a quantitative and gualitative factor perspective. In addition to subseguent
specific references to materiaiity, and in compliance with IFRS, certain disclosures have not been provided where the information
resulting from that disclosure is not matertal.

Critical accountihg estimates and judgements

In the course of prepaiation of the financial statements, judgements and estimates have heen made in applying the Group's accounting
palicies that have had a material effect on the amounts recognised in the financial statements. The application of the Croup’s
accounting policies reduires the use of estimates and the inherent uncertainty in certain forward-looking estimates may result in a
matenal agjustrment to the carrying amounts of assets and liabilities in the nexr financial year. Critical accounting estimates are subject
to continuing evaluation and are based cn histonical experience and other factors, including expectations of future events that are
Leiteved t¢ be reasonaktle in light of knowr circumstances. Critical accounting estinates and judgements in relation to these financial
staterments are censidered below:

(a) Critical accounting judgements

Critical accounung judgements, apart from these iInvelving estimaticns, that are apptied in the pregaration of the consolidatec financial
statements are discussed below. Cetail of the Croup's key iudgements involving estimates are included in the Key sources of estimation
yncertainty section.

(i) Acting as principal or agent

A number of the Group's contracts include promises in relation to procurement activity undertaken on behalf of customers at low or nil
margin, sub-contractor arrangements, and other pass-through cests. Management is required to exercise judgement on these revenue
streams in consideting whether the Group is acting as principal or agent. This is based on an assessment as to whether the Croup
contrals the relevant goods or services under the performance cbligations prior to transfer to customers. Factors that influence this
judgement include the tevel of responsibility the Group has under the contract for the provision of the goods or services, the extent to
which the Group 1s incentivised to fuifil orders on time and within budget, either through gain share arrangements or KPI deductians in
relation to the other performance cbligations within the contract, and the extent to which the Croup exercises responsibility in
determining the selling price of the goods and senvices. Taking all factors into cansideration, the Group then comes to a judgement as
to whether it acts as principal or agent on a performance obligation-by-performance cbligation basis. Note that any changes in this
judgement would not have a material impact on profit, although there may be a material impact to revenue and operating Costs.

(ii) Getermining the Group's cash generating units

Management exercises judgement in determining the Group's cash generating units for the goodwill impairment assessment. This
determination is generally straightforward and factual, however in some cases judgement is required. for example it was determined
that Africa is a separate cash generating unit, whilst operations of the Croup in other territories do not represent separate cash
cenerating units. Over time management reviews the cash generating units tc ensure they remain appropriate as businesses are
acquired and divested and reporting structures change, including how information is reported to the Chief Operating Decision Maker.
If there was a change in this jJudgement this could result in a matenal adjustment to goodwill. Further detail is included in notes 3 and 10.
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1. Basis of preparation and significant accounting policies {continued)

(b) Key sources of estimation uncertainty

The key sources of estimation uncertainty at the repoiting period end that may result in significant risk of matenal adjustment to the
carrying amount of assets and liahilities within the next financial year are set out beiow:

(i) Revenue and profit recognition

The following represent the notable assumptions impacting upon revende and piofit recognition as a result of the Group's contracts
with customers:

- Stage of completion 8 costs to complete — The Group’s revenue recognition policies require management to make an estimate
of the cost to complete for long-term contracts. 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 compiete include assessment of
contract contmgencies 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 {atest available inforrmation with adjustments made where necessary. As contracts near compietion, cften less judgement
is required to determine the expected outtuin. The most significant estimate of contract cutturn relates to the Type 31 programme
as outlined below.

= Variable consideration - the Group’s contracts are often subject te variable censideration including performance-based penalties
and incentives, gain/pain share arrangements and other items. Variable consideration is added to the transaction price only to the
extent that it is highly probable that there wili not be a significant reversal in the amount of cumulative revenue recognised once
the undeslying uncertainty is resclved.

. Inflation - [he level to which the Group's revenue and cost for each contract wilt be impacted by inflation is a key accounting
estirrate, 2o thic coutd couro the PTUIRGT ond cost SF Contract daiivary 10 B Grialdr than was Eaprcivd ob the thoe OF Lunliaiing.
The Group’'s contracts are exposed to inflation due to rising employment costs, as well as increased costs of raw materials. The
Group endeavours to include cost recovery mechanisms or index-linked pricing within its contracts with customers in order to
rmitigate any inflation risk arising from increasing employment and raw material costs. In the most significant contract where there
i5 No Mechanism tu reLuver dnilctedse N costs due to inflation, revenue and profit «n the year would be impacted by £3-4 million

fcr each 1% change in personnel costs.

Type 31 Programme estimates

During the year significant increases in forecast costs on the Type 31 progranune were identified, which were not foreseen at contract
inception. A dispute resolution process has commenced with the customer over responsibility for these incremental costs. We have
reassessed the contract outturn on the basis that none of these are recovered, given the uncertainty at the early stage of the process.
This has resulted in the recording of 8 £100m loss in the year, representing a £43m reversal of revenue, £2m asset impairment and the
recognition of a £55m onerous contract provision. Determining the contract outturn, and therefore revenue and oRercus contract
provision recognised, requires assurnptions and complex judgements t¢ be made about future performance of the contract. The levet of
uncertainty in the estimates made in assessing the outturs is linked to the compiexity of the underlying contract.

The key sources ¢f estimates in assessing the cutturn are:
«  Theresults of the dispute resciution process, and any reimbursermnents agreed with the customer;

«  The buiid costs over the production schedule and estimate of efficiencies arising from the “learner effect through performing work
over muitiple ships;

«  The ability to maintain or improve operational performance through process efficiencies and improvements over the five ships;
= Theimpact of inflation on the build cost; and
+  The achievement of the build schedule to completion and final acceptance.

These estimates are inter-related. 1he range of possible future outcomes in respect of assumptions made to determine the contract
outturn could result in @ material increase or decrease in revenue and the value of the onercus contract provision, and hence on the
Group’s profitability, in the next financial year. With £ 1bn of estimated costs to go over the life of the contract, if actual recoveries or
casts were to differ from those assumed by 5-10%, the potential impact on the contract outturn could be £50-£ 100m.

To mitigate this, comparisons of actuat contract performance and previous forecasts used to assess the contract outturn are performed
requiarly, with consideration given to whether any revisicns to assumgtions are required. In the next financiat year, design activities will
be finalised and the construction of the first ship will be substantially complete. This will reduce the uncertainty over the contract
cutturn but a significant element will remain due to the substantial activity which extends over a further 4 years. In a major ship build
programme of this nature, it is inherently possible that there may be changes in circumstances which cannot reasenably be foreseen at
the present time,
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Notes to the Croup financial statements (continued)

1. Basis of preparation and significant accounting policies (continued)

(1) Defined benefit pension schemes obligations

The Group's defined benefit pension schemes are assessed annually in accordance with IAS 19 and the valuation of the defined benefit
pensicn obligations is sensitive to the inflation, discount rate, actuarial and life expectancy assumpticns used. There s a range of
possible vatues for the assumptions and small changes to the assumptions may have a significant impact on the valuation of the defined
benefit pension obligations. In addition to the inflation, discount rate and life expectancy estimates, management is required to make
an accounting judgement ieiating to the expected availability of future accounting surpluses under ifRIC 14, further information on the
key assumptions and sensitivities 1s included in note 26.

(iff} The carrying value of goodwill

Goadwilt is tested annually for impairment, in accordance with 1AS 36, Impatrment of Assets UIAS 367). The impairment assessment is
based on assumptions in relation to future ¢ash fiows expected to be generated by cash generating units, together with appropriate
discounting of the cash flows. The assessment of the recoverable amount of goodwill in the Aviation CCU is included as a critical
accounting estimate given the significance of the remaining carrying value of goodwili and the inherent level cf estimation uncertainty
required to undertake impairment testing. The assessment of the recoverabie value of goodwill in other CCUs is not considered a critical
accounting estimate as a result of the headroom within these CGUs. The key assumptions in estimating the carrying value of goodwill
are discount rate, long-term growth rate and growth rate in the short-term cash flows.

inflation rates aie incorperated into the impairment assessment through their inclusion within the growth rates in cash inflows and
outflows and through the methadology by which discount rates aie determined. Were inflation to impact upon all cash flows equaliy,
an impairment assessment shouid be neutral to the impact of inflation. The Croup has a number of protections and exposures to the
impact cf inflation across its portfolio of revenue arrangements and supply chain agreements resulting in an indirect impact of inflahion
on the impairment outtuin.

The impact of climate change, mcluding the risks as outhned in the 1CHD disclosures on pages 6 ¢ ro /3, have deen conswdered i the
detetrnination of the cash flows and growth rates where applicable.

Furtherinformation on key assurmnptions ang sensitivity analyses are included in note 10.

Significant accounting policies

The significant accounting policies adopted by the Group are set out below. They have been applied consistently throughout the year
and the comparative year except as specified below.

(a) Revenue

Revenue recognised represents income derived from contracts with customers for the provision of goods and services in the ordinary
course of the Craup's activities. The Group recognises revenue in line with 1FRS 15, Revenue from Contracts with Custamers. 1fRS 15
requires the identification of performance obligatigns in contracts, determination of contract price, allocaticn of the centract price to
the performance obligations and recognition of revenue as perfarmance cbligations are satisfied.

{i} Performance obligations

Contracts are assessed to ident:fy each promise to transfer erther a distinct good or service or a series of distinct goods or services that
are substantially the same and have the same pattern of transfer to the custemner. Coods and services are distinct if the customer can
benefit from them either on their cwn cor tegether with cther resources readily available to the customer and they are separately
identifiable in the contract.

In assessing whether the performance obligations are separately identiiable, the services are reviewed to determine the extent to which
the goods or services within a contract are interrelated and whether they modify other goods or services within a contract. The Group
also considers whether the goods and /| or services are integrated and represent a combined cutput fer which the customer has
contracted. The integrated cutput nature of many of the services provided by the Group results in some contracts only having one
performance cbligation.

(ii) Determination of contract price

The contract price represents the amount of consideration which the Group expects to be entitled in exchange for delivering the
pramised goods or services to the customer. Contracts can include both fixed and vanable consideration.

Inclusion of variable consideration in the contract price requires the exercise cf judgement in relation to the amount to be received
through unpriced contract variations and claims {see section {v) below for further details) and variable elements of existing contracts,
such as performance-based penalties and incentives, and gain| pain share arrangements where cost underover spends are shared with
the customer. Elements of variable consideration are estimated at contract inception and at the end of each reporting peried. Any
required adjustment is made against the contiact price in the period in which the adjustment occurs.
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1. Basis of preparation and significant accounting policies (continued)
(a) Revenue [continued)

{ii} Determination of contract price {continued)

Variable consideration is estimated using either the expected value or the mest likely ameunt and is added to the transaction price only
to the extent that it is highly probable that there will not be a significant reversal in the amount of cumulative revenue recognised once
the underlying uncertainty is resolved. This judgement is made by suitably qualified and experienced personnet based con the contract
terms, status of negotiations with customers and historical experience with customers and with similar contracts. As part of this
judgement, variable consideration may be constraired until the uncertainty is resolved. In the case of unpriced variations these wil!

be constrained to the extent that such variable consideration is not considered highly probable.

Variable consideration may be included in the total transaction price or. in certain circumstances, may be allocated to a specific
time period. Where variable consideration is allocated to a specific time pericd this will typically be in relation to performance
related deductions.

(iii} Allocation of contract price to performance obligations

Cren the bespoke nature of many of the geods and services the Group provides, standalone selling prices are generally not observable
and, in these circumstances, the Group allocates the contract price to performance ebligations based on cost pius margin. This amount
would be the standalone selling price of each performance obtigation if contracted with a customer separately.

{(iv) Revenue and profit recognition

Performance obiigations are satisfied, and revenue recognised, as contiol of goods and services is transferred to the custarmer.
Control can be transferred at a paint in time or cver time and the Croup determines, for each performance obligation, whether
it 15 saticfierd mver time nr at a3 neint in time

Revenue recognised over time
Performance obligations are satisfied over time if any of the folicwing criteria are satisfied:

« the customer simuttanecusly receives and consusmes the benefits of the Croup’s performance as it performs: or

« the Croup’'s performance does not create an asset with an alternative use to the Group and the Group has an enforceable right
to payment for work done; or

« the Group's performance creates orf enhances an asset controlled oy the customer.

Typical performance obligations in the Croup’s contracts that are recogrised over time include the deiivery of services {such as
raintenance, engineering and training), as the customer simultaneously recetves and consumes the benefits of the Group’s
performance as it performs the services. Revenue from the design, manufacture and enhancement of bespoke assets is alsc recognised
over time, as the Croup’s performance does not create an asset with an alternative use to the Group and the Group has an enforceable
right to payment for performarnice completed to date. being secovery of costs incurred in satisfying the performance obligation prus a
reasonable profit margin.

Where the Group satisfies performance abligations over time, the Croup primarily uses an input method to measure satisfaction of each
performance obligation based on costs incurred compared to total estimated contract costs, for the majority of the Group’s contracts,
this is deemed tc be the most appropriate method to measure Babcock's effort in satisfying the applicable performance obligaticns.
Costs are included in the measurerment of progress towards satisfying the performance obligation to the extent that there is a direct
relationship between the input and satisfaction of the performance obligation. For contracts where costs incurred is not deemed to be
the most appropriate measure, the Group uses time elapsed to measure satisfaction of the performance obligaticn.

Under most of the Group's contracts, the customer pays in accordance with a pre-arranged payment schedule or once milestones have
been met. if the amount cf revenue recognised (@s measured by the methods described above) exceeds the amount of cash received
from the custemer then the difference will be held on the statement of financial position. This will typically be comprised of a mixture of
contract assets and trade receivables. If the amount of cash collected together with amounts due under the contract but uncollected
exceeds the amount of revenue recognised then the difference is alse held on the staternent of financial position as a contract liability.
See section (viii} for further details on how contract assets and liabilities are recognised.

Revenue recognised at a point in time

If control of the goods or services is not transferred to the customer over time. then revenue is recognised at the point in time that
conbiol is tansfened to the custorner.

Point in time recognition mainly applies to sale of goods. Control typically transfers to the customer when the customer has legal title tc
the goads and this is usually coincident with delivery of the goods to the customer and right to receive payment by the Group. As can
be seen from note 3, sale of goods at a point in time represents aporoximately 8% of Group revenues (2022: 6%). These revenues are
delivered predominantly by the Aviation and Land sectors and include sales of equipment to commercial customers and procurement of
consmables on behalf of the Ministry of Defence (MOD).
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Notes to the Group financial staterments (continued)

1. Basis of preparation and significant accounting policies {continued)
{a) Revenue {continued)

Assessment of contract profitability

Profit is recognised to the extent that the final outcome cn contracts can be reliably assessed. Contract outtuin assessments are cairied
out on a contract-by-contract basis, inciuding consideration of technical and other risks, by suitably qualified and experienced personnel
and the assessments of all significant contracts are subject to review and challenge.

Estimating contract revenues can involve judgements around whether the Group will meet performance targets and {or earn incentwes,
as well as consideration 3s to whetnher it s necessary to constrain variable revenues to meet the highly probable not to significantly
reverse test sef out in paragraph 56 of (FRS 15. When considering variations, claims and contingencies, the Group analyses various
factors including the contractual terms, status of negotiations with the customer and historical experience with that customer and with
similar contracts, Estimates of costs inctude assessment of contract contingencies arising out of technical, commercial, operational

and other risks, The assessiments of all significant cantract gutturns are subject to review and challenge and estimation uncertainty is
resolved on a contract-by-cantract basis as contracts near the end of the project lifecycle.

if a contract is deemed to be loss making the present abligation is recognised and measured as provision. Further detail is included in
the Prowvisions accounting palicy.

{v) Contract modifications
Claims and variations

The Croup's contracts are often amended for changes in the customers’ requirements. Contract modifications can relate to changes in
both contiact scope and price atising in the ordinary course of delivering contracts. which are referred to as contract variations. Such
variations may arise as a result of customer requests or instructions or from requests from the Group in response to matters arising
during tne deltvery of Congacts. Fol exampie, soime Contracts mclude the requirernent to conauct surveys ana to eport on of to
recornmend additional work as reguired. Some contracts may requiie the Group to peoceed with variations and to agree pricing
subsequently. See further detail on accounting for contract modifications belaw.

Contract modifications can also refer to changes in price only, with no change in scope, where there is a difference of view or dispute in
relation to interpretation of contracts,

These contract claims and variations are considered to be modificaticns as referred to in paragraph 18 of IFRS 15.

Accounting for contract modifications
The Group accounts for contract modifications in one cf three ways, based on the facts and circumstances of the contract modification:

1. Prospectively, as an additional, separate cantract;
2. Prospectively, as a termination of the existing contract and creation of a new contract; cr
3. As part of the original contract using a cumulative catch-up.

The Group recognises contract varnations, which impact both scope and price, when they are approved in accordance with IFRS 15, The
Croup's preferred approach is to approve contract modifications by formal contract amendment. However, the approval of contract
medifications may be required to be carried out at pace and other mechanisms, informed by established customer relationships and
local working arrangements, can be used to achieve approval of contract medifications. In approving contract modifications in these
circumstances, the Gioup considers the scope of the contract modification in the context of the contract scope and contract terms.
Contract variations where the formal contract amendment has not been received but which are, in management’s judgement,
approved are accounted for as a contract modification in accordance with 1FRS 15 paragraph 18. Revenue from these contract
variations is treated as variable consideration and subject te constraint as outlined in section () above, until the pricing s agreed.
Contract claims are also considered to be contract modifications in accordance with IFRS 15, and revenue Is subject to constraint as
outlined in section {ii}.

Claims and variations which are not deemed to be contract modifications

Claims can also be raised by Babcock against third-party sub-cantractors or suppliers to the Group. As these do not relate to contracts
with customers, but rather relate to contracts with suppliers. they are not accounted for under IFRS 15. The Group's accounting pelicy is
to account for such claims in accordance with the centingent asset guidance per I1AS 37, Incoeme in relation to these claims will only be
recagnised once it is virtually certain.

{vi) Costs of obtaining a contract

Directly attributable costs to obtain a contract with a custormer that the Croup would not have incurred if the contract had not been
won are recognised as an asset and amortised on a straight-line basis. Costs to obtain a contract that would have been incurred
regardless of whether the contract was won or last are recognised as an expense when incurred.
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1. Basis of preparation and significant accounting policies (continued)
(a) Revenue (continued)

fvii) Costs to fulfit a contract

Costs to fulfii a contract which do not fail within the scope of another standard are recognised under IFRS 15 as an asset and amortised
on a straight-iine basis when they meet ali of the foliowing criteria:

i) the costs relate directly to a contract or to an anticipated contract that can be specifically identified:
P Y

(1} the costs generate or enhance resources of the entity that will be used n satisfying (or in continuing to satisfy) performance
obligations in the future; and

(iii} the costs are expected t¢ be recovered.

Costs of recruiting or training staff are expensed as incurred.

{viii) Contract assets and liabilities

Contract assets represent amounts for which the Group has a conditional right te consideration in exchange for goods or services that
the Group has transfesred to the customer. Contract tabilities represent the obligation to transfer goods or services to a customer for
which consideration has been received, or consideration is due, from the customer.

Payment terms are set out in the contract and reflect the timing and performance of service defivery. Yor substantially all contracts the
payment terms are broadly in line with satisfaction of performance obligations, and therefore recognition of revenue, such that each
cantract has either a contract asset ot contract liabiiity, however these are not cverly material in the context of the contract.

(b} Underlying financial information and specific adjusting items
Definitions and a description of the use of the underlying performance measures can be found in note 2.

(c) Transactions with non-controlling interest

the Group’s policy is to treat transactions with non-controlling interest as transactions with owners of the Company. These are therefore
reflected as movements in reserves.

(d) Provisions

A provision is recognised ir the statement of financial posftion when the Croup has a present legal or constructive obligation as a result
of a past event, it is probable that an cutflow of ecenomic benefits will be required to settie the chligation and the amount can be
refiably estimated. If the effect is material, provisions are determined by discounting the expected future cash flows at an appropriate
discount rate.

A provision for restructuring is recognised when the Group has approved a detailed and formal restructuring plan, and the restructuring
has either commenced or hias been pubiicty announced. Future gperating costs are not provided for,

A provision for onetous contracts is recognised when the expected benefits to be derived by the Group fram a contract are lower than
the unavoidable cost of meeting its obligations under the contract. Onerous centract provisions are recognised after impairment of any
assets directly related to the cnerous contract. A provision for warranties is recognised on compieted contracts and disposals when
there is a realistic expectaticn of the Croup incurring further costs.

Provisions for onerous revenue contracts are recorded when it becomes probable that total remaining contract fulfilment costs will
exceed total remaining revenue not yet recagnised. Provisions for losses on contracts are recognised after impairment of any assets
directly related to fulfilling the loss-making contract. Losses are determined on the basis of estimated results on completion of contracts
and are updated regularty.

A provision for the contractual maintenance, overhaul and repair requirements of right of use aircraft and specific associated aircraft
companents arsing from return cendition obligations in aircraft lease contracts is recognised as the obligation to perform contractual
maintenance arises with each hour flown. Where lease contracts contain contractuai penaities in the event that the Group returns
leased aircraft in a condition that does not meet the contractual return condition obligation, the associated provision is measured at the
lower of the restoration cost and the detriment penalty in the lease. When maintenance of a leased aircraft component is performed, if
the component's remaining flying hours are greater than the return condition cutlined in the lease contract then a feasehold
improvement asset is recognised in proportion to the excess flying hours above the contractual return condition. Maintenance
provisicns are not recognised in respect of aircraft components which are maintained under Power-by-the-hour maintenance
arrangements, instead the associated payments to the maintenance provider are expensed as incurred. Any additional payments made
to or received frem maintenance providers at the conclusion of Power-by-the-hour maintenance arrangements are recognised as an
expense or 3s income at the time at which they are incurred or received.

Bazcock Internaticnal Group PLC | Anneal Repert and Frnancal Statements 202 2 185



Notes to the Group financial statements (continued)

1. Basis of preparation and significant accounting policies (continued)
{e} Goodwill and intangible assets
(i) Goodwill

When the fair value of the consideration for an acquired undertaking exceeds the fair value of its separable net assets, the difference is
treated as purchased goodwilt and capitalised. Goodwill 1s monitored at operating segment level and goodwill is aflocated to the
operating segment expected to benefit from the business combination’s synergies, The Group currently has five operating seqments:
Marine, Land, Aviation, Nuclear and Africa.

When the fair value of the consideration for an acquired undertaking is less than the fair value of its separable net assets, the difference
15 taken diectly to the income statement.

Goodwill relating to acquisitions prior to 1 April 2004 is maintained at its net book value on the date of transition to IFRS. From that
date goodwill is net amortised but is reviewed at feast annuatly for impairment.

Coodwill is reviewed for impairment annually at 31 Maich by assessing the recoverable amount of operating segments by reference to
value-in-use calcufations or fair value less cost to dispose in relation to certain businesses which the Group plans to dispose. Goodwill
impairments are not subsequently reversed. See nate 10 for further information on goodwill impairment reviews.

On disposal of a subsidiary, joint venture or associate, the attributable amount of goadwill is included in the determination of the profit
or loss on disposal.

{if) Acquired intangibles
Acquired intangibles are the estimated fair value of customer refationships and brands which are in part contractual, represented by the

value of the acquired order book. and in part non-contractual, represented by the risk-adjusted value of future orders expected to arise
o uie reldBunsiips.

The carrying vatue of the contractuat element 1s amartised on a stiaight fine basis over the remaining peniod of the orders that are in
process or the future period in which the orders will be fulfilled, as the case may be. The amortisation periods, reflecting the lengths
of the varicus contracts, aie mainiy in the range one year to five years, with a minority of contracts and hence amortisation periods,
up £ 15 years.

Ine carrying value of the non-contractual element is amomised over the pericd in which it is estitnated that the retationships are tikely to
bring economic benefit via future orders.

Retationships are vatued on a contract-py-contract and customer-by-customer basis and the pattern of amortisation reflects the
expected pattern of benefit :n each case. The amortisation profile is detenmined on a case-by-case basis and in all cases results in a front
loaded grofile, reflecting the greater certainty of future grders in the near term compared with the longer term. The amortisation period
is in the range between one year to twenty years.

Acquired brand names are valued degendent ¢n the characteristics of the market . which they cperate and the likely valie a third party
would place on them. Useful lives are likewise dependent on market charactenstics of the acquired business brand. These are amortised
cr a siraightline basis over a period of up to five years.

(ifi} Research and development

Research expenditure is recognised as an expense as incurred. Costs incurred on development projects are recognised as intangible
assets when it is probable that the project will be a success considering its commercial and technological feasibility, and enly if the cost
can be measured reliably. Other development expenditure is recognised as an expense as incurred. Development costs previously
recognised as an expense are not recognised as an asset in a subsequent pericd. Development Costs that have been capitalised are
amortised from the date the product is available for use an a straight-line basis over the period of its expected benefit but not exceeding
seven years.

{iv) Computer software

Computer software, excluding the Croup's Enterprise Resource Planning (ERP) system, includes software licences acquired. Configuration
and customisation costs relating to Software-as-z-service agreements are expensed as incurred. Computer software is measured at cost
less accumulated amortisation and is amortised on a straight-line hasis over its expected useful life of between three and seven years.

The Croup is uniplementing an ERP syslen in phases over several years. The ERP system is amortised over its yseful life of 10 yedrs
from the date when the assef is avadable for use, which cccurs once the implementation has been completed for each respective
business unit.
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1. Basis of preparation and significant accounting policies {continued)
{f) Property, plant and equipment

Pioperty, plant and equipiment is shown at cost iess subsequent depreciation and impairment, except for land, which is shown at cost
less impairment. Cost includes expenditure that is directly attributable to the acquisition of the items after the deduction of trade
discounts and rebates.

items of property. plant and equipment are depreciated over their estimated useful tives to any estimated residual value, using the
following rates:

Feencidprooery S | 2.0%0 8.0%
Leasencld oroperty Lower of usaful ecoramic life or lease term
Plant and equipment e S o - 6.6% to 33.3%
Alreraft airframes D

Major strategic aircraft spares are classified within property, plant and equipment. Airciaft assets, including spares, are disaggregated
intq separate compoenents where the components have differing usefut lives with the value of each rotable component being
measured at the cost of replacement or overhaul of the companent and the remaining value of the asset being attributed to

the airframe component.

Depreciaticn is provided on a straight-line basis, or in the case of certain aircraft components on an hours flown basis, to write off the
cost of PPE over the estimated useful iives t1¢ then estimated residual value {reassessed at each financial year end).

Subsequent expenditure cn the reptacement or overhaul of aircraft compaonents is capitalised with the carrying value of the part
replaced being written off. Subseguent expenditure on maintenance which enhances the performance of airciaft airframes is capitalised
whilst expenditure on replacing elements of aircraft airframes is expensed. Components of owned aircraft which are maintained under
FOwe!l-Uy-Ue-Tou1 THdINLENdnLe aiTanyernenis dre not depreciated with the associated payments To The maintenance provider instead
being expensed as incurred, as the residuai value of the asset is deemed to be equivalent to the cost of the asset. Any additional
payments made to or received from mantenance providers at the conclusion of Power by-the-hour maintenance airangements are
recogmsed as an expense or as incommc at the time at which they are incurred or received.

The useful ecenomic iife of aircraft is based on management's estimate of how long the aircraft will continue to be cperated in the
sarme manner or a similar manner, typically not exceeding 30 years. Where the Group acquires arrcraft which have zalready been used,
and may already exceed the typical useful ecanomic tife, an individual assessment of useful economic life is performed.

{g) Impairment of non-current assets

Coodwill and indefinite life intangibles are reviewed for impairment at least annually. For ali other non-financial non-current assets
{(including acquired intangible assets, capitalised development costs, software assets, property. plant and equipment and right of use
assets) the Croup performs impairment testing where indicators of impairment are identified. impairment testing is performed at the
individual asset level. Where an asset does not generate cash flows that are separately identifiable from other assets, the Group
estimates the recoverable amount ¢f the CGU to which the asset belongs.

[he recoverable amount is the higher of fair value {ess costs of disposal, and value-in-use. When the recaverable amount is less than
the carrying amount, an impairment loss is recognised immediately in the Croup income statement.

Where an impairment loss on ather non-financial non-current assets subsequently reverses, the carrying amcunt of the asset is
increased ta the revised estimate of the recoverable amount, but so that the increased camying amount does not exceed the carrying
amount that would have been determined i no impairment loss had been recognised in prior years. Goodwill impaiments are not
subsequently reversed.

(h) Net debt

Net debt, including loans to joint ventures and associates and [ease receivables is an alternative performance measure of the Group and
consists of the total of loans, including the interest rate and foreign exchange derivatives which hedge the loans, tank overdrafts, cash
and cash equivalents, foans to joint ventures and asscciates, lease receivables and lease obligations. The Group's key performance
indicators exclude certain lease obtigations in order to more closely align with the Group's debt covenants which are prepared on a
pre-tFRS 16 basis and the Financial review presents net debt and related performance measures including and exciuding certain lease
obligations for this purpcse.
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Notes to the Group financial statements {continued)

1. Basis of preparation and significant accounting policies (continued)
{i) Leases

The Group as lessee

For all teases in which the Croup is a lessee {other than those meeting the critena detaited below), the Croup recognises a right of use
asset and corresponding lease liability at commmencement of the lease.

The lease liabiity is the present value of future iease payments discounted at the rate implicit in the lease, if available, or the applicanle
incremental borrowing rate. The incremental borrowing rate is determined at lease inception based or a number of factors including
asset type, lease currency and lease term. Lease payments include fixed payments and variable lease payments dependent on an index
or rate, initially measured using the index or rate at the commeincement date. The iease term reflects any extension or termination
options that the Group is reasonably certain to exercise.

The lease liability is subsequently measured at amortised cest using the effective interest rate rmethod, with interest on the lease liability
heing recaognised as a finance expense in the income statement. The lease liability is remeastired, with a corresponding adjustment tc
the right of use asset. if there is a change in future lease payments, for example resulting from a rent review, change in a rate/index or
change in the Croup’s assessment of whether it is reasonably certain to exercise an extension, termination ar purchase option.

The right of use asset is initially recoided at cost, being equal to the lease fiabitity, adjusted for any initial direct costs, lease payments
made pnor to commencement date. lease incentives received and any dilapidation costs. Depreciation of right of use assets is
recagnised as an expense in the income sratement on a straight-line hasis over the shorter of the asset's useful life or expectred term
of the lease.

Right ¢f use assets arising frem sale and leaseback transactions are measured at the proportion of the previous carrying amount of the
asset that relates to the right of use retained by the Group, Cains arising on sale and leaseback transactions are recognised to the extent

Lo [ S [ [T (R - . [T R PR A AL AT
Liscr L‘my PLsull co Lot igiils tionofen ad to the Luyr:l 1aslr wu S BuosL s diize iy L suee wnia ltdotodud Liansotudio are ielaylasto nnoun,

Right of use assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount may
not he recoverable, with the imparment expense Leing recognised in the income statement. Where a lease 1s terminated early, any
termination fees or gain or loss reiating to the release of right of use asset and lease obligaticn are recognised as a gain or loss through
the income statement.

Payments in respect of short-term leases not exceeding 12 months in duraticn ar low-value leases are expensed on a stiaght-line basis
tc the income statement as permitted by IFRS 16, "Leases’.

The Group as lessor

As a lessor, the Group classifies lessor arrangements as finance or operating leases. Leases are classified as finance leases when the terms
of the lease transfer substantiatly all the risks and rewards of ownership to the lessee, All other leases are classified as operating leases.
All lessor arrangements in the Group meet the criteria for a finance lease.

Arnounts due from lessees under a finance lease ale held on the statement of tinancial position as a financial asset at an amount equal
to the Group's net investment in the lease. The finance lease payments received are treated as finance incorne and a repayment of
principal including initial direct costs. Finance income is allocated over the lease term. with the gross receivable being reviewed for
impairment on a reguiar basis.

(i) Inventory

Inventory is valued at the lower of cost and net realisable value, being the estimated selling price of the assets in the ordinary course of
business less estimated costs of completion and costs of sale. in the case of finished goods and work in progress, cost comprises direct
material and labcur and an appropriate proportion of overheads,

Spare parts that are consumed in the sale of goods or in the rendering of services are classified as inventory.

(k) Contingent liabilities

A contingent liability is a possible obligation arising from past events whaose existence will be confirmed only on the occurrence or non-
occurrence of uncertain future events outside the Croup's cantrol, or a present obligation that is not recognised because it is not
probable that an outflow of economic benefits will occur or the value of such outflow cannot be measured reliably. The Group does not
recognise contingent liabilities. See note 30 for details of contingent liabilities.

() Cash and cash equivalents

Croup cash and cash equivatents consist of cash at bank and cash in hand, together with short-term deposits with an eriginal maturity of
three months or tess and money market funds. Bank cverdrafts that are repayabte on dermand and form an integral part of the Croup's
cash management are treated as cash equivalents far the purpose of the cash flow statement. In the statement of financial position such
overdrafts are presented as current bank and other borrowings.
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1. Basis of preparation and significant accounting policies (continued)
(m) Taxation
(1) Current income tax

Current tax, including UK corsoration tax. is provided at amounts expected to be paid (or recovered} using the fax rates and laws that
have been enacted or substantively enacted by the reporting date.

The current income tax charge is catculated on the basis of the tax laws enacted or substantively enacted at the end of the reporting
period in the countries where the Company and its subsidiaries and associates operate and generate taxable income. Management
periodically evaluates positions taken in tax returns with respect to situations in which applicable tax reguiation is subject 10
interpretation and considers whether it s probable that a faxation authority will accept an uncertain tax treatment. ihe Group measures
its tax balances either based on the most likety amount or the expected value, depending on which method provides a better prediction
of the resolution of the uncertainty.

Current tax assets and tax liabilities are offset where the entity has a legally enforceable right te offset and intends either to settle on a
net basis, or to realise the asset and settle the liability simultaneously.

(ii) Deferred income tax

Deferred income tax is provided in full, using the Yability method, on temporary differences arising between the tax basis of assets and
liabilities and their carrying amounts in the consolidated 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 af the time of the transaction affects neither
accounting nor taxable profit of loss, it is not accounted for. Deferred income tax is determined using tax rates (and laws) that have
been enacted, or substantively enacted, by the reperting date and are expected to apply when the tefated deferied income fax asset
is realised or the deferred incame tax hability is settled.

Deferred income tax assets are recognised to the extent that it is probabie that future taxable profit will be avaitable against which the
temporary differences can be utilised. Deferred tax assets are recognised where deferred tax habilities exist and are expected to reverse
in the same pericd as the deferred tax asset or in pericds into which a lass arising from a deferred tax asset can be carried forward or
back. in the absence of sufficient deferred tax habilities, deferred tax assets are recognised where it is probable that there will be future
taxable profits from other sources against which a loss arising from the deferred tax asset can be offset. In assessing the availability of
future profits, the Group uses profit ferecasts consistent with those used for gocdwill impairment testing. Profits forecast beyond the
Croup’s five-year budget cycle are risk-weighted to reflect commercial uncertainties.

Deferred tax assets and Habilit:es are offset where there is a legally enfoiceable night to offset current tax assets and liabilities and where
the deferred tax balances relate to the same taxation authority.

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

{n) Foreign currencies

{i) Functional and presentation currency

ltems included in the financial statements of each of the Group's entities are measured using the currency of the primary economic
environment in which the entity operates (the functional currency). The consolidated financiat statements are presented in Sterling,
which is the Company's functional and presentation currency.

{if} Transactions and balances

Foreign currency transactions are translated into the functional currency of subsidiaries of the Group using the exchange rates prevailing
at the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies are translated into the functicnal
currency at the year end exchange rates. Foreign exchange gains and losses resuiting from the settlerment of such transactions and from
the transiation at exchange rates ruling at the reporting date of monetary assets and liabilities denominated in foreign currencies are
recognised in the income statement.

Exchange differences arising from the translation of the statement of financial positions and income statements of foreign operations
into Sterling are recognised as a separate component of equity on consolidation. Results of foreign aperations are translated using the
average exchange rate for the month of the applicable results, the net assets translated at year-end exchange rates and equity held at
historic exchange rates. When a foreign operation is soid, such exchange differences are recegnised in the income statement as part of
the gain or lgss an sale.

Goodwill ang fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities of the foreign entity
and translated at perlod-end exchange rates.

Babcock Internaticnal Croup PLC { Annugz! Repert anc F nanc’a Statements 2023 189



Notes to the Group financial statements (continued)

1. Basis of preparation and significant accounting policies {continued)

(o) Finance costs

finance costs are recogaised as an expense in the period in which they are incurred unless they are attrbutable to an asset under
construction, in which case finance Costs are capitatised.

(p} Finance income
Finance ncome is recognised in the period to which it relates using the effective interest rate method.

(q) Employee benefits

{f) Pension obligations

[he Croup operates a number of pensicn schemes. [he schemes are generally funded through payments to trustee-administered funds,
determined by pericdic actuarial calculations. The Group has both defined benefit and defined contribution plans. A defined benefit
plan is a pension plan that defines an ameunt of pension benefit that an employee witl receive cn retirement, usually dependent cn one
or more factors such as age, years of service and compensation. A defined contribution plan is a pension plan under which the Group
pays fixed contributions into a separate entity.

Obligations for contributions to defined contribution pension plans are recognised as an expense in the income statement as incurred.

For defined benefit pension schemes. the cost of providing benefits is determined using the projected unit credit actuanal valuation
method. The service cost and associated administration casts of the Group’s pension schemes are charged to operating profit. In
addition, a retirement benefit interest charge on the net pension deficit or interest credit on the net pension surplus is included in the
Income staternent as a finance cost or finance income, respectiveiy. Actuarial gains and losses are recognised directly in equity through
the statement of comprehensive income so that the Croup's statement of financial position reflects the AS 16 measurement of the
sCnefnes suipluses o deficits at the reporting date.

(ii) $hare-based compensation

The Group cperates equity-settled. share-based compensaticn pfans. The economic cost of awarding shares and share options o
employees is recognised as an expense 10 the incaime statement equivaient tc the fair value of the benefit awarded. The fair value
is determined by reference to option pricing mcdeis. The charge is recognised in the income statement over the vesting period of
the award.

The shares purchased by the Croup's Limployee Stack Ownership Plan (ESOP) trusts are recognised as a deduction To equity. Dividends
paid on these shares are accountec for as a deduction to equity.

(i} Holiday pay

Paid hclidays are regarded as an empicyee benefit and as such are charged tc the income statement as the benefits are earned.
(r) Financiai instruments

(i) Financial assets and liabilities at amortised cost

Cash and cash equivatents, trade receivabies, amounts due fiom reiated parties and other debters are classified as financial asseis held
at amaortised cast as they are held within a business madel to collect contractual cash flows and these cash flows caonsist solely of
payments cf principal and interest on the principal amount outstanding. Trade receivables, contract assets and lease receivables include
a provision for expected credit 1osses. The Group measures the pravision at an amount egual to lifetime expected credit losses,
estimated by reference to past experience and relevant forward-locking factors. I'or alt other financial assets carried at amortised cost.
including loans to jomnt ventures and asscciates and other debtors, the Group measures the provision at an amount equal to 12-month
expected credit losses. See note 22 for further information on how the Croup assesses credit risk.

Trade creditors, amounts due to related parties, other creditors, accruals and bank loans and overdrafts are classified as financial
liabilities held at amortised cost.

(i) Derivative financial instruments

Derivatives are initially recognised at fair value on the date a derivative is entered into and are subsegquently remeasured at fair value.
The Group designates certain of the derivative instruments within s portfelio te be hedges of the fair value of recognised assets or
liabilities or unrecognised firm commitments.

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recerded in the income staterment,
together with changes in the fair value of the hedged asset or liability that are attributable to the hedged risk. For derivatives that
qualify as cash flow hedges, fair value gains or iosses are deferred in equity until the underlying transaction is recognised. Changes In
the vaiue of derivatives that are carried at fair value through profit or loss are recorded in the income statement,
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1. Basis of preparation and significant accounting policies (continued)}

(s) Fair value measurement

The fair value of an asset or Hability is the price that would be received to sell an asset or paid to transfer a liability in an orderly
fransaction between market participants at the year-end date. Fair value measurements are used on a recurring basis except where
used in the acquisitton of assets and liabilities through a business combination.

The fair vafues of derivative financial inst:uments are determined by the use of valuation technigues based on assumptions that aie
supported by observable market prices or rates. The fair values of non-financiai assets and liabitities are based on observable market
prices or rates.

Ihe carrying values of financial assets and liabilities which are not helg at fair value in the Group statement of financial position are
assumed to approximate to fair value due to their short-term nature, with the exception of fixed rate bonds.

There have been no changes to the valuation technigues used during the year.

{t) Debt factoring

The Group engages in factoring of trade receivables in relation te certain non-UK operations of its Aviation sector as part of its working
capital management arrangements. Under these arrangements, the Group transfers the rights to receive factored receivables to the
factor in exchange for cash. The Croup does not retain late payment or credit risk, and therefore trade receivables are not recognised
under the applicable contracts. Any cash received from customers under these contracts is received as agent and transferred directly to
the debt factoring counterparty.

(u) Supply chain financing

Suppliers can choose to access suppiier financing arrangements piovided by different third-party banks in different countries.
Lommercial requirements, ncluding payment tenms or the price paid tor goods, de not depend on whether a supplier chooses to
access such arrangements. Under the arrangements, suppliers may choose to access payment early rather than on our narmal payment
terms, at 3 funding cost to the supplier that is set by the factoring agent. Management reviews supplier financing arrangements to
determine the appropoele presenlabun ol Ldlgiiees outslanding 4s othet payables or borrowings, dependent gn the nature ot each
arrangement. Factors considered i determining the appropriate presentation include the commerciai rationale for the arrangement,
impact on the Group's working capita! pesitions. credit enhancements or other benefits provided to the bank and recouwise expostires.

{v) Dividends
Dividends aie recognised as a hahility in the Croup’s financial statements in the period n winch they are approved. intenm dividends are
recognised when paid.

{w) Accounting policy change - Presentation of operating profit

In the year ended 31 March 2023 the Croup has re-presented the income statement to combine Cost of revenue and Administration
and distnibution costs into Operating costs. The comparative period operating costs of £4,040.6 miliion were presented as Cost of
revenue cf £3,756.5 millien and Administraticn and distribution costs of £284.1 million in the prior period annual report and financial
statements. This change to presenting the costs of the Group by nature is deemed to be more infermative for the ysers of the annual
report and financial statements as it allows greater comparability of year-cn-year trends.

2. Adjustments between statutory and underlying financial information

Definition of underlying measures and specific adjusting items

The Group provides alternative performance measures, including underlying operating profit. to enzble users to have @ more consistent
view of the performance and earnings trends of the Group. These measures are considered to provide a consistent measure of business
performance from year ta year. They are used by managerment to assess operating performance and as a basis for forecasting and
decision-making. as well as the planning ard allocation of capital resocurces. They are alsc understoad to be used by iavestors in
analysing business performance.

The Croup’s alternative performance measures are not defined by IFRS and are therefore considered to be non-GAAP measures.

The measures may not be comparable to similar measures used by other companies and they are not intended to be a substitute for,
or superior to, measures defined under IFRS, The Croup’s alternative performance measures are consistent with the year ended

31 March 2022.

Underlying operating profit

In any given year the statutory measure of operating profit includes a number of tems which the Group considers ta either be one-off in
nature or otherwise not reflective of underlying performance. Underlying operating profit therefore adjusts statutory operating profit to
provide readers with a measure of business performance which the Group considers more consistently analyses the underlying
performance of the Group oy removing these one-off items that otherwise add volatility to performance.
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Notes to the Group financial statements {continued)

2. Adjustments between statutory and underlying information {continued)
Underlying operating profit (continued)

Underiying operating profit eliminates potential differences in performance caused by purchase price allocations on business
combinations in prior penods (amartisation of acquired intangibles), business acqguisition, merger and divestment related items, large,
infrequent restructuring programimes and fair value movements on derivatives. Transactions such as these may happen reguiarly and
could significantly impact the statutory result in any given year. Adjustments to undeilying operating profit may include both income
and expenditure items.

Specific adjusting items include:

« Amortisation of acquired intangibles;

- Business acquisition, merger and divestment related tems {being amounts related to corporate transactions and gains or losses on
disposal of assets or businesses):

» Cains, losses and costs directly arising from the Group's withdrawal from a specific market or geography. including closure costs,
severance ¢osts, the disposat of assets and termination of leases;

The costs of large restructuring programmes that significantly exceed the mincr restructuring which accers in most yeais as part of
normat operations. Restructuring costs incurred as a resuit of normal operations are included in aperating costs and are not excluded
from underlying operating profit;

« Profit or loss from amendment, curtaiiment, settlement ar equalisation of Group pensicn schemes;

.

Fair value gain/(loss) on forward rate contracts that are open during the period; and

« bxceptronal items that are significant, non-recurring and cutside of the nermai operating practice. These items are described as
excepuuidl N arder [Q appiopaiely represent the LIoup's UNdeiiyng Dusiiess perioiiidnce, txCeptional Iteins die set out i the
Fxceptional items section below.

Income statement inciuding underlying results

.. Year ended 31 March 2023

Specific

Underlying  adjusting items Statutory ey uivlery

. o . Nete £m Em £m I ~ C o En

Revenue 3 4,438.6 - 44386 4.107.8 — 41018
Operating profit/(loss} 3.4 177.9 {132.4) 45.5 23773 (10.9) J26.8
Other income - - - 6.z - 6.2
Shzre of resutts of jcint venituies and asscciates 14 9.3 - 93 2o 0T Zea
Net finance costs ' g (58.3) 9.7 {48.6) {€1.2) {9.6) (76.8)
Profit/(loss) before tax 128.9 (122.7} 6.2 262.8 {20.5) 182.3
reome tox [experseljbeneit T3 37.7] 1.8 @95 (a9 ses T (iaq
Profit/(toss} after tax for the year 91.2 {124.5} {33.3) 158.9 9.0 167.9

Earnings per share including underlying measures
Year ended 31 March 2023 veoreraec 3 - March 2C22
Specific Spec fc adustirg

Underlying adjusting items Statutery Lreerying reres Sraturany

£m £m £m £ [ i

Profit{({loss) after tax for the year ) M_: 912 7?172475)7 o 7(33.3] 2.0 167.9
Arrcunt attributable to owrers cf the parert 89.5 (124.3) (35.0) 8.0  1e42
Ameunt attritutzble tgggﬁ;crcntrolh'ng ‘nterests 1.7 - 1.7 - 3.7
Wweighted average number of sbares (m) 505.4 5054  505.1 505.1
Fffect of dilutive securities (m) N ' 9.5 9.5 6.1 6.1
Diiutec weighteo average number of shares (m} o 5149 514.9 511.2 S11.2
Basic EPS  171p __(69)p 3070 3I.5¢
Diluted EPS 17.4p {6.9)p 3C.4p 320
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2. Adjustments between statutory and underlying information (continued)
Details of specific adjusting items

The impact of specific adjusting items is set cut below:

Year ended Yiai
31 March 2023 37 Margr 200
£m o
Arnortisat \on on of 3cqu|rﬂd ntar - o ) . - {15.8) 7 (21.4i
Susness acqu isition, merger and divestment related |tefns ) B o o S {1 1?77 - 1631
E;ﬂ va\ue T‘ovemeﬂ* on der -va*-'Ve; and re! 3*ed ‘f:"TE S T T “_W -
rxcepLon:ﬂ items o " S - - . ‘5_81
Restructuring . {33.8)
Adjusting items impacting operating profit/{loss} (132.4) (10.9)
Fair value movement on derivatives and related items I (9.6}
Adjusting items impacting loss before tax {122.7) (20.5)
Income tax benefit T o o o T -
Amortisation of acqulfed mtangwhles S . T T S ﬂ o _5
Business acquis’ T\or’ 7’?%?98" ;‘?mv@s*—rewt re ated wtem—‘c T V S V - {2.1) -
Rest’(jgﬂlrmg B T S T - 6.5
Faii vame'nbveﬂer\t on f_envat‘ves a'wd res ater‘ |tems o o - T T ‘(Zmﬁ_l' h Eé
Excep‘ﬂcn ! tax 1teﬁ”s and tax or excepr-or{a tems Iﬂc\udlﬂg rate charge g pacr - T —__“Fl:i) 150
ncume tAA p.xpenscj | benefit o S S ) (?.3; *7”?),7:

Explanation of specific adjusting items
Amortisation of acquired intangibles

uUnderlying operating profit excludes the amertisation of acquired intangtbles. This item is excluded from underlying resuits as it arises as
a result of purchase price allocations on business combinations and is a non-cash item which does not change each year dependent on
the performance of the business. it is therefore not considered to represent the underlying activity of the Group and is removed to aig
comparability with peers who have grown crganically as opposed to through acquisition. Intangible assets arising as a result of the
purchase price allocation on business combinations include customer iists, technology-based assets, order book and trade names.
Amortisation of internally generated intangible assets 15 included within underlying operating profit.

Business acquisition, merger and divestment related items

Transaction related costs and gains or losses on acquisitions, mergers and divestiments of businesses are excluded from underiying
operating profit as business combpirations and divestmernts are not considered to result from underlying business performance.

The total net loss relating to business acquisition, merger and divestment related items for the year ended 31 March 2023 was
£117 7 million, consisting of a loss on the disposal of the Aerial Emergency Services business in Europe of £116.9 million, a loss on
disposal of the Group's Civil Training business of £3.9 million and items relating te the disposal of the Qi & Gas business in Aviation
of £3.1 million. Further detail is included in note 28.

The prior year included a total net gain of £163.1 million, consisting of a £172.8 million profit from acquisitions and disposals
completed i the year offset by £5.7 million of costs incurred in relation to the Group's divestment programime for disposais that
had not completed at 31 March 2022.

Restructuring

Major restructuring programmes are not antficipated to recur year-on-year and therefore are not considered to be indicative of
underlying performance and hence removed from underlying cperating profit.

In the prior pericd the Group incurred £36.8 million of restructuring costs i relation to the implementation of the new operating
model announced and implemented during the year ended 31 March 2022. This was offset by the release of £3.0 million of
restructuring pravisions created in previous years that were classified as excepticnal but are no longer needed.

Fair value movement on derivatives and related items

These are open forward currency centracts, taken out in the ordinary course of business to manage foreign currency exposures, where
the transaction will occur in future periods. Hedge accounting under IFRS is not applied. however these do represent economic hedges.
On maturity the cunency contract will be closed and recognised in full within underlying operating profit at the same time as the
hedged sale or purchase. The net result, at that time, will then more appropriately reflect the related sales price or supplier cost being
hedged {which is fixed to ensure ultimately profitable cutcomes).
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2. Adjustments between statutory and underlying information (continued)

Fair value movement on derivatives and related items (continued)

Hedge ineffectiveness on debt and debt-related derivatives that are designated in a hedge relationship are also presented as a specific
adjusting item in finance costs. This is presented as a specific adjusting item as this ineffectiveness 1s caused by a historic off-market
designation, the transactions are considered by the Croup to represent an economic hedge.

The fair value movement on lease-related derivatives and foreigin exchange movements on lease liabilities are also presented as a
specific adjusting item in finance costs, as hedge accounting under 1FRS is also not applied to these transactions but are also considered
by the Group to represent an economic hedge.

Fax

Tax comprises a charge of £1.2 million ansing from the impact of the increase in the rate of corporation tax to 25% with effect from
1 April 2023.

In the prior year, tax included a £12.1 miltion ¢redit in relation to exceptional items, and a credit of £2.9 miflion arising from the impact
of the increase in the rate of corporation tax to 25%.

Exceptional items
Exceptional iterns are those items which are significant, non-recuning and outside the normal operating practice of the Group.

Year ended be3r endel
31 March 2023 3t Morer 2022

£m
Operating cosiém B
Impairment of avodwii o N e 17 N
imparrment of acquirea intangities o o o T - 157.6)
lrﬁbé\'rmer\t of Droperfy:b}art and eguipment anc aircra® fleet -at:onaisanicn - 158.8)
Relesse of Cherc,s c-cr;,-rv_ac_-t-;-:\rowsicns ’ ' - - LR
Release of provisions re:ating to the Itary fing and reiated costs ) o ’ - . 3.6
Ctrer o LT o - (C.6)
Exceptional items - Group o - f118.8)
Exicreiptiorwa\ tax items and tax on excep{"\éna’\i items o - 15.C
Exce'ptiol{arlr items - net of tax o T ' T (‘ 53.8)

Explanation of exceptional items

Impairment of goodwill

The prior year impairmept test resulted in 3 goodwill impairment of £7.2 millicr ir the Aviaticn cperating segment, due to changes in
the forecast future husiness performance informed by the Group's disposal programme. The businesses to which this goodwil) refated
were fully dispased in FY23 as detaded in note 28.

impairment of acquired intangibles

in the prior year, an impairment of £57.6 millian was recognised in the Aviation operating segment, due to changes in the forecast
future business performance informed by the Croup's disposal programme. The businesses to which this goodwill related were fully
disposed n FY23 as detailed in note 28.

Impairment of property, plant and equipment

in the prior year, an impairment charge of £58.8 million was recognised on property, plant and equipment in the Aviation operating
segment. dug tc changes in the forecast future business performance informed by the Croup's disposal praogramme. The businesses to
which this goodwill related were fully disposed in FY23 as detailed in note 28.

Onerous contracts

in the prior year, the Croup released an cnerous contract provision that was no tonger required and was previcusly classified as
exceptional, which totaited £1.8 million.

italy fine

In the prior year, the Group received notice that the fine had been set at €18 million, whicn was subsequently paid by the Croup.
This resulted in the release of unused provision of £3.6 million.
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3. Segmental information
The Group has four reportable segments, determined by reference to the goods and services they provide and the markets they serve.

Marine - through-life support of navat ships, equipment and marine infrastructure in the UK and internationaily.

Nuclear - through-life support of submarines and compiex engineering services 1 support of major decomimissioning programmes and
projects, training and operation support, new build programme management and design and instailation in the UK.

Land - large-scale critical vehicle fleet management. equipment suppert and training for mititary and civil customers.

Aviation - critical engineering services to defence and civif customers worldwide, including pilot tiaining, equipment support, airbase
management and operation of aviation fleets delivering emergency services.

The Board, the chief operating decision maker as defined by IFRS 8, monitors the results of these reportable segments and makes
decisions about the aliocation of resources. The Group's business in Africa meets the definition of an operating segment, as defined by
IFRS 8. In accordance with [FRS 8, the Africa operating segment is included in the Land reportable segment.

Ihe table below presents the underlying results for each repertable segment in accordance with the definition of underlying operating
profit, as set out in note 2, and reconciles the underlying operating profit{{loss) to the statutory profit | {loss) tefore tax.

Marine Nuclear Land Aviation Unallocated Total
Year ended 31 March 2022 . o o Em Em £m £m Erp £m
iié\}E'Jé - . 1439.6  1,179.2  1,017.1 802.7 - 44386
Underlyng operating proﬂt } o 12.7 635 8598 158 - 177.9
Specmc Adjusting items (note 2) ) - ) . o -
Arrartisation of acguired intangibies 77”[779.7) - L (5.0) B - {?g?}
R| SINPSS ArMiSitinn Mmerner A d"tﬂﬂ’mﬁﬂf rel=tad ifamc - - {4.0} {1127} {(117.7}
Fair value ga\n]flo<51 n forward rate confracts to be sertied ~ 28 0.1 0.1 {1.9) - 11
future perods e o
Operating profit/(loss) - 5.8 63.6 80.9  (104.8) - 455
share er results of joint ventures 2rd assoc:a‘rem 7 {1.2} 1.1 0.4 50 - a3
IFRIC 12 Investment income - o - - 0.7 I - 6;
Other net finance costs* R - - - {49.3} ) (49.3)
Profit  (loss) before tax 4.6 64.7 820 (95.8) {49.3) 6.2

Maririe Miiclear lare! Avat o uraiocater Totl
Year ended 31 March 2022 . o _Em £m o En £n R 1
Revenue o 12593 1,609.7  1,015.8 §i7.3 - 41018
Underlying cperating prefit S 38.0 62.4 SB.8 18.5 - 2377
specific Adjusting Items {(note 2) e ) S T o
Amovflséi\oaz?géaﬁije& |5{‘;ﬂglb|e< B ] (0.6} - u - (1?575)
Business acquisition, merger and d|vestmer i re\atec‘ temﬁ _____ 7 772 3 - e ) {52.1}
Restructuring costs T T ae Bs (es _izs - 3sE
Exceptlch:—i_l_terﬁﬂ T (0.4} - 1.7 (?40 1) o {118.8)
Operating profitj(loss} 3097 56.9 36.2 {176.C} - 22cs
Other income a o - - - - 82 - 6.2
Share of--lesul_ts of ;omr venmres and assocwafes 35 B ) 3 EREN A - 20.1
tFRIC 12 mvestment ncome e . - - us
Other net finance costs” - - - - (71.6} {71.6)
Profit/{loss) before tax 313.2 57.3 39.5 (156.1) {71.8) 182.3

* Crher ~et finance costs are net 2llocated 1o a speci®c secror,

Revenues of £2.2 billion (2022: £2.0 billien) are derived from a single externat customer. These revenues aie attributabie across
all reportable segments.
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Notes to the Group financial statements (continued)

3. Segmental information (continued)

Segment assets and liabiiities

The reportable segment assets and labilities at 31 March 2023 and 31 March 2022 and capital expenditure and fease principal
payments for the years then ended are as follows:

. _ _Assets __ Labilties - __ Capital expenditure . Lease payment.
2022 "2 E kR
2023 2023 C=state dl 2023 Testate 2023 Egrarad)
o N £m a0 £m . Eno Em En Em em
Mar e 7932 7753 7624 604.2 282 4'8 5.6 64
Nuc'esr 6368 S61.1 284.8 2716 37.8 63 3.1 3.4
Land Y 6265 3791 3353 36 5.3 139 17.2
Aviation B 4475 9978 200.0 3215 447 90.3 80.9 823
Unallocated * 7942 16395 13127 23666 13.8 8.9 5.0 3.7
Group total 3,309.9  4,600.7 2.939.0  3.899.2 125.1 203.2 108.5 1130

* Al assets 2and ab It es 2@ al ccated 1o the 1 AREMPr ate reponad & secmeats sxcept fo7 C2sn, Cast 2. valents, dorawirgs roluding lease rigbrities, nocome and
deferred 73x Dziznces and elrement denefit surp uses which are neiuded e the ungiccatea sogrent,

Capital expenditure represents additions to preperty. plant and equipment and intangible assets. Proceeds from the sale of assets
totalled £38.9 million (2022: £68.0 million} are not included above, and are predorninantly in the Aviation sector. See note 18 relating
tG the treatment of amounts payable in respect of capital expenditure.

The segmental analysis of joint ventures and associates is detailed in note 14,

Segmental depreciation and amortisation

The segmental depreciation on property, plant and equipment. nght of use assets and amortisation of intangible assets for the years
ended 31 March 2023 and 31 March 2022 is as follows:

Deprectation of praperty,
plant and equipment

Depreciation of
raghtet use assets

Amortisation of
ntang:ble assets

2023 vt — 2023 Jezl 2023 Tciz
. Em i ; . Em cir _— £m i
Marine - . 159 8.2 - 5.2 7.4 127 4.6
Nuctezr : B L 22.8 223 772& 3. 0.2 o 0.3
Land 44 4.4 108 125 23 2e
Aviaticn ) L 236 is&.c 517 Bge 55 26,2
Unallocated B 54 5.8 5.4 27 74 9.4
Group total 721 E8.7 81.7 TCE. 28.1 o3
Segmental asset impairments
The segmental impairment on property, plant and equipment, right of use assets and intangible assets for the years ended 31 March
2023 and 31 March 2022 s as follows:
impairment of property, impairment ot impairmert of
plant and equipment _ right of use assets B intang ible assets o

2023 2023 2023 Jelhi
. o o L Em £fm £
Marine . = - - - - -
Nuclear o ~ - - - R - cee—— -
Land N - - 09 - a9 -
Aviatien o - 4.9 58.8 8.7 18.0 2.3 57.6
Unzllocated - - - - 58 -
Group total 49 58.8 9.6 180 9.0 S7€
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3. Segmental information (continued)
Geographic analysis of non-current assets

The geographic analysis for non-current assets oy iocation of thase assets for tnhe years ended 31 March 2023 and 31 March 2022 15

as follows:

2023
Em ir
United Kingdom 1’41577 1.260.3
Rest of furope o B ] ’ 487 5480
Afrca o - B h Y 597
wNorth Ametica - ’ B - 136 213
Australasia - - B - 1263 1893
Restof werd 7 T T D 2.0
Non-current segment assets 1,640.4 2,091
Retrement benefts i N - S @848 30049
lease receivables 77 ) 22.2 241
[_J_e}i\ia_tl\_fgs______ e ) . - 26 .
Deferred tax asset ) ’ o 1122 47.4
Total non-current assets 1,872.2 2.46_3?
Geographic analysis of revenue
The geagraphic analysis of revenue by origin of custemer for the years ended 31 March 2023 and 31 March 2022 is as follows:
____Revenue
2023 o
Cengron e i 2 vsis _ N £m L
Urirec Kingdom 2,693.3 £,593.5
Rest of Euiope o ) o ) 601.0 5468
Africe 329.3 3188
North America 188.1 72.2
Australasia _ 3495 218.6
Rest of Worlc 277.4 251.1
Group total o 4,438.6 4.101.8
The analysis of revenue for the years ended 31 March 2023 and 3| March 2022 is as follows:
2023 el
7 . - S £n:1k £
Sa\gﬂggpg;:ﬁt@rjsfgﬂ&d at a point in time o 3525 2575
Sale of goods ~ transferred over time 262.3 258.1
Saleofgoods . . - _ 6148 5156
Prevision of services — transterred over time 38221 3,5808
Rentalincerne o L . L o 1.7 5.4
Revenue 4,438.6 4,101.8
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Notes to the Group financial statements (continued)

4. Operating profit for the year

Tne following items have been included in arnving at operating profit for the year:

Year ended vEaT = e
31 March 2023 3" Maren
o _fm
Raw materiass, subcontiacts and otrer soughtin items Lsed 1,857.1 1.4687.8
Tnange '~ inventores of finished goods and work-in-Dingress . (2.8) 7.8
Ggerating cnarges o - ) 682.6 6324
fmojoyee cog's [nore §) o _ 15671 15235
Deprecwat\or\ of Droperty plant and equ!pglent (';5-[-;3 12) | o e :IMZT . _"5778 7
Depreciaticr of rght-cf-use assets (note 13} ] o 81.7 1050
Amortisaticn of intangible assets {note 11) -
« Acquired intangibles 158 21.4
. Other e 123 15.7
Impai fment of \ntabglbie assets (note 11) h - o 7j_ 9.0 5?6
irizairment o of property, plart anc C-quprﬂer Winate g o 4.9 58.8
Impaumemt of right of use assets [note 13} . 2.6 1 8 0
Impairment of ococww\' B - 2
ﬂf‘-.wn A Alemmgal ~F r\rr\r\ﬁrr\.' m;mv- AN @ unmpnr i (20) 1=
Loss on disposal of lrfang\bwe assets 1:2_ Ej?
Loss/(gain] an disposa: of right of-use assets 0B 13.2;
Net fereign exchange loss 7 Ty 1C.5
tessf{gair] or ¢isposel of subs.dianes and jcint vertures - 774 [172.8)
1Cair) loss on aen vative InstrLments at fair valug thrat fale orofit or 10ss (6.9) 7z
Tot-aTo_pg'-atmg charges - T 7 ) ) 43931 | 3875C
Services provided by the Group’s auditor and network firms
Curing the year the Group {including its averseas subsidiaries) obtained the foliowing services frem the Croup's auditer:
Year ended TEIr engec
31 March 2023 IOMaret ICTT
. £|'|1__ £
Auditfees: B I
Fees pwyal‘le to the parent auditor anc its associates for the audit of the parent com pany sincivicual
znc censehdatec finendial statermients - - - ) 24 23
Fees Dr.thIE tc the parent acciter and its as ccwctes in respecr cf the sudit cf tr"e Ccrrpcry S sub ic iames - 8_..7177 4.3
Audit relateg assurance fees B ) B ) o ) _ - C.c
Fggﬁqr other services: B B o ) e L
Other non-guadit services - -
Total fees paid to the Group’'s auditor and network firms 10.5 7.1
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5. Net finance costs

Year ended
31 March 2023
) B o £m )
Finance costs o S
{pans, overdrafts ard associated nterest rate hedges B 296 573
1ease interest and foreigr exchange moverrents on rease Habilities o __21_7 L
Arortisatior of 'ssue costs of pank oan ' E 33 2.
Retifemert nenefit interest cost ' 7 7_ B - - 37
Otner o 159 o
Total finance costs 70.5 80.4
Finance income S S T
Bark deposits, loans and leases - 137 83
IFRIC 12 investment income ' i ) - - 07 02
Retirement benefit interest income ) - 7.5 S
Total finance income 21.9 3.6
Net finance costs 48.6 70.8

Net finance costs decreased to £48.6 million {2022: £70.8 million). The current year inctudes a one-off gain of £18 million relating to
the valuatior of interest rate swaps {within ioans. cverdrafts and associated interest rate hedges) and a £12 mitlion cost relating to the

tactoring of receivables for the Mentor contract in france (within other finance costs).

6. Employee costs

Veaar andad

31 March 2023 ERRY BITs Sl st
£m H
Wages and salanes ) 12892  1.25.4
Secalsecuritycoss T T aia e
Share-based payments (rote 25} . . Z84 35
Pensicn costs — gefired centributicr plahs Ircte 265 o 94.6 83.4
Prer‘sigi' cihiafgrés —Eéfzr{éd Eenerﬂ} plgris (F@re’é 6;777 326 385
' B T T 1,567.1 1.523.6
The average monthly number of pecple empioyed by the Group was:
2023
Number
Nuctear 6,421
Land 5,013
Aviation o N 8,172
Central furctions o 859
26,735

The reduction in average monthly number of people employed by the Group year-cn-year is primarily attributable to the disposal activity

in the current and prior period as detaited in note 28.

Emoluments of the Executive Ditectors are included in employee costs above and reported in the Remnuneration report.

Key management compensation

Key management is defined as those employees who are directly respensibie for the operational management of the operating

segments. The employees would typically report to the Chief Executive, The key management figures given below include Directors.

Year ended vear ¢ el

31 March 2023 3° March 20272
_ - - _fm B

Salanes o o 11.8 7.3
Share-based payments 4.6 1.9
16.4 9.2
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7. Taxation
Income tax expense

Current tax

Deferred tax

- T?tzlr
Year ended Yezr anded
31 March 2023 37 Mgro- 2o
— . - S N - Em_ . £
Analysis of tax expense in the year _ - B o
. UK current year ék?)g_ﬁée - _ - e oé_ 19
B UK pricr ;f_e;,rw\ibenefit) o o . . - Al a.g}'
«  Qverseas current year expense B L ' 245 193
- Overseas prior year expense o o 2.9 2.5
L i } ) 28.0 _EEB
. UK current year expense o o B - R 17.5
. U'kgﬁbr yeéri(benefi_t)g(ﬁen;_g S o ;_ {3.3) - 115
. Overseas current yqaf éxpense /"{E'éh'éfitj o . - L 3.6 {2'51 73:}
. Overseas D-l'-i()l year (b-e_en_e-fit)fexgiénse {1.1) .7
. \mpac'f 6FEHangés ih"tax ra‘rrégi- 7 - - 1,2' {_25}_
o ] ns s
Total income tax éxpgnse o ] o 395 14.4

The tax for the year is higher {2022 lower) thar the standard rate of corporation tax n the UK.

The differences are explained below:

Year ended
31March 2023 2

FEI Sres

warch

7777777 - £m £ir
Profit before tax T - ) . } T 62 182,
Prcfit cn ordinary actities maltiphed by rate of coiporaton fax .o the LK ol 19%(2022:19%; 1.2 346
Eﬁffigrcts oft o B o - o B
Expenses not deductible for tax pljlpCﬁS-t:S_- T - ) 8.8 ?4
non-deductible write-off of goodwil o - 1.4
Re-mMeasuremiert of deferred tax ir respect of statﬁory rate changes . o 1.2 otz
[nfference in respect of share of rasults c”f?‘:cmt ventures anc. assaciates’ results o {1’ 2.0
Pjg yérz«;r;@ustmenﬁi - - B - o (1.5} 3.9
Cifferences in respect cﬁ%gﬁm rates T o 5.8 {C.4)
Unrecognised deferred tax movements - - o 9.0 25.0
Ceferrec tax nct prewc-uslyi':e;ciogjged}Géfeccgﬂlsec - ) o o = (8.3
Non-taxable profits on dispesals anc nen-decuctible osseson cispesatls 224 {37.8)
Cther {5-4) (1.€)
Totai income tax expense/(benefit] 39.5 4.4

Further informaticn on exceptional items and tax on exceptional iterms is detailed in note 2.

During the prior year the Group concluded discussions with certain tax authorities regarding prior year tax positions. resulting in a tax

credit of £12.6 million.

The Croup is subject 1o taxation in several jurisdictions. The complexity of applicable rules may result in legimimate differences of
interpretation between the Greup and taxing authorites, especially where an economic judgement or valuation is involved. The
principal elements of the Group's uncertain tax positions relate to the pricing of intra-group transactions and the allacation of profits in
averseas territaries. The outcome of tax authority disputes in such areas is not predictable, and to reflect the effect of these uncertain
tax positions a provision is recorded which represents management's assessment of the maost likely outcome of each issue. At 31 March

2023 the Croup held uncertain tax provisions of £2G.3 million (2022: £16.5 million).

During the period the Croup made disposals that are expected to be exempt friom UK tax due to qualification for the UK substantial

sharehciding exemptian, and from overseas tax as a consequence of locat reliefs.

Theincrease in the UK rate of corporation tax tc 25% with effect from 1 April 2023 was substantively enacted during the year ended 31
March 2022. The effect has been to increase the Group's net deferred tax asset by £23.1 million (2022: £1.4 million), comprising a
charge to Income Statement of £1.1 million {2022: £2.9 million credit) and a credit to Other Comprehensive income of £24.2 million
(2022 £2.0 milfion charge). In the year ended 31 March 2022 there was also a credit to Equity of £0.5 million.
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7. Taxation (continued)
Income tax expense {continued)

Recent deveigpments in respect of the OECD inclusive Framework on Base Eresion and Profit Shifting (BEPS), which inchude the Piliar Two
inmative introducing a global minimum rate of corparation tax, are applicable to the Croup. initial analysis indicates that UK legislation,
announced on 23 March 2023, to implement this initiative will resuit in no material impact on the Group's tax charge. The Group
continues to monitor this issue to guantfy any impact and iimplement the increased tax reporting activities required to ensure

compliance.

Deferred tax

Deferred tax assets and deferred tax iiabilities have been offset if, and only if, there is a legaily enforceable right in that jurisdiction to set
off current tax assets and current tax liabilities and the deferred tax assets and deferred tax liabilities refate to income taxes levied by the

same Taxation Authorities:

2023 2022
£m £
Deferred tax asset (restated - note 23} o T T i 1122 a47.4
Deferred tax liability ) (9.6)
105.2 37.8
The movements in deferred tax assets and liabilities during the year are shown below.
Retirement
benefit

Tangible assets abligations Tax losses Other Tatat
Em £m Em £fm £m
At 1 April 2027 as previously stated (327)  (48.0) 1015 166 174
Prior penoa !esraﬂtiénjﬁe:ntf(jgt;eizéi} ;7; B B - : ; i T - - 04 R 0.4
At 1 April 2022 as restated e (48.0) 1019 166 378
income statement crr'gdjti,‘r(iggblit} - . __ 8.1} (28.5} _m,i;{i 95 Y
Tax credit /{debit) to other comprehensive income feauly - 76.6 - -(3.3} 733
F:ansfgrjg[nicpimgiaxj[e;e\\:a-b-l_é ST T i T - - {52} (5.2)
Disposal of subsidiary (1.5) -3 (85 (143)

fffect of changes in fax ates T T - )
+ Income statement {1.5) {9.0) 9.5 {0.1} {1.1)
. Other cbmprehensivé in'comej‘eqﬂl_l'\tv I o T 242 - - 24.2
Exéhange cifferances o ) - 0.9 - '0.8) o ‘-6.8 o —6?9_
At 31 March 2023 {40.9) 15.3 128.0 2.8 105.2
AL T ARl 2021 {175, 532 98.9 (12.1] 1220
Income statement credit/(aebity ' S B4 (s3I  (87) 48 _ (a4
Tex crecit{(cebit) to other comprehensive ncemefecuity - ) N \° 2 I G )
ﬁa;sfe_f"am ‘mco_me tex receivable I - - - 44 4.4
Acquisition of subsidiary (restated - rcte 23] ) S - {18.8) (18.€)
Cispesal of subsidiary R .07 B - e (7E
Effectof changesintaxrates .
« Income statement (B.8) (8.7} 17.2 1.0 2.8
« Other comprehensive income | equity R ¥ - 15 (1.5)
Exchange differences 0.5 - 1.1 - 1.6
At 31 March 2022 as previously stated {32.7) (48.0) 101.5 16.6 37.4

The net deferred tax assets of £105.2 miilion (2022: £37.4 million) include deferred tax assets of £14.2 million (2022: £31.6 million)
and deferred tax liabilities of £7.0 millian {2022: £9.6 million} in respect of the Group's non-UK operations.

Deferred tax assets have been recognised in respect of tax losses and other termporary differences giving rise to deferred tax assets
because the Directors believe that it is probable that these assets will be recovered. The recognition of deferred tax assets in respect of
losses can be subjective. The Croup's approach ta the recagnition of deferred tax assets in respect of losses, including how the Group
assesses future profitability for recognition purposes, is set out in note 1 to the Accounts.
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Notes to the Group financial staternents (continued)

7. Taxation (continued)
Deferred tax {continued)

Net defeived tax assets have been recognised in respect of operations in the following jurisdictions: United Kingdom {(£97.9 million).
Austraiia {(£7.4 million) and New Zealand (£0.9 million). In the prior year net deferred tax assets were recognised in the foilowing
jurisdictions: United Kingdorm (£ 15.4 million), Itaty {£9.8 million), Austratia {£8,9 million} and Spain (£3.5 million). 1he reductions in the
deferred tax balances in Italy and Spain jurisdictions follows the exit from these geographies following the business disposals as detailed
in note 28. The UK was 1n a net tax loss position for each of the years ended 31 Maich 2021, 31 March 2022 and 31 March 2023.
The losses for the years ended 31 Maich 2021 and 2022 reflected the contract and profitability review carried out in 2021 and the
restructuring of the business in 2022. The loss in the year ended 31 March 2023 was principally attributable to the provision in respect
of the Type 31 contract. The Directors do not consider thar the results for these periods are representative of future trading
performance and are satisfied that these net deferred tax assets are recoverable based on future profit forecasts.

No deferred tax has been recognised in respect of temporary differences associated with investments in subsidiaries, branches,
associates and interests in joint ventures and joint operations where the Group is in a position 1o control the timing of the reversal of
the temporary differences and it is prohable that such differences will not reverse in the foreseeable future. The aggregate amount of
remporary differences assoctated with such investrnents in subsidiaries, branches, associates and interests in joint ventures and joint
operations is represented by their post acquisition retained earnings and amounted to £257 mullion (2022: £291 million).

At the statement of financial position date, deferied tax assets of £128.0 million (2322: £101.5 mithon) have been recognised in
respect of unused tax iosses available for carry forward. No deferred tax asset nas been recagnised in respect of further unutilised tax
fosses carried forward (excluding capital losses) of £96.4 mifiicn (2022 £519 miliion}. in addition to these amounts, UK capital iosses of
£42.0 million {2022: £92.0 millicn} are being carried forward, with no deferred tax asset having been recognised. Where a deferred tax
asset has nct been recagnised in respect of osses, this is because management considers that those jurisdictions are not likely to
generate sufficient taxable income of the appropriate type in the foreseeable future (see note 1. The amounts shown can be carried
forward indefinitely.

8. Dividends

Year ended vear elres
31 March 2023 3 Ml 07T

£m
Final diwaend for the year ended 31 March 2022 of il {20217 nil p} per 6LE share - -
£y o o

o
tnterir cividend for the year ended 31 Maich 2623 of nl {2G22: ni p) per 60¢ share -

9. (Loss)/earnings per share

Basic {loss) jearmungs per share is calculated by dividing the loss attributable to ordinary shareholders by the weighted average number
of ordinary shares outstanding during the year excluding those held in the Babcock Empioyee Share Trust. Where there is a loss ansing
the effect of porentially dilutive ardinary shares is anti-dilutive.

The calculation cf the basic and diluted floss)/earmings per share is based an the following data:

Number of shares

2023 selz
Ll L . o - - . Mumber  Nurter
Wweighted average number of ordinary shares for the purpese of pasic FPS _ 505,391,563 505,091,970
Effect of dilutive potertial ordinary shares: share aptiors _ ~ ) R ) i 9,528,985 6,083 765
Weighted average number of ordinary shares for the purpese of ciluted EPS 514,920,548 511,'75,735
Earnings per share
Year ended 31 March 2023 __ ¥earzued 3T Mgren 2007 o
TR oNgs
Loss attributable Basic Diluted '3 Rasic Laitew
ta shareholders per share per share Zerst are per srare
o . L . £m Pence Pence im0 _ Perce _ . Perce
{Lcss, fearnings for the year sy (8.9) _ (6.9) 164.2 325 32.1
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10. Goodwill

3 Maro, 102
31 March 2023 cmastare o)
B o Em in
Cost -
At 1 April i S 23 2,487.3
Or disposal of subsid-aries [rote 28) 7 7 S 7388.0) - Efé7.9)
Addirons (nore 28) [jevised - note 23) Ll =3
Txchange adjustments Y T
h {restated - note 23) ) . 1.8233 2,312.7
ed impairment ) o T rme m o T
At1aprit S 1,529.3 1,531.0
On disposal of subsidiaries (note 28) (4“8-7_.-6- ) (85]
Impafment L 7.2
Exchange adjustments ) s __ -_ ___ CT T R - S
At 31 March ) e 1,529.3
Net book value at 31 March {revised - note 23} T 7834
Goodwill is allocated to the operating segments as set out in the table beiow:
Soaurer 2000
31 March 2023 {resrated]
L e _ o , I B _ &
Marire 296.6 297.7
Nuciear 2331 227 1
Land . B W_i S 777;8}.‘ ’ 2‘:_8.6
Aviaticn oo T o - 7};5: o 320
Affes o _ L L. . =Y 2.0
7814 7834

[Curing the year, gcodwill was tested for impairmernt at 31 March 2023 in accordance with IAS 36. This impaiiment analysis is
performed on an annual basis at operating segment ievel, as cutlined in the Group’s accounting policies. The Group monitors goodwilt
at operating segment level.

The goodwill allocated to the Africa operating segment is immatenal andg the Directers do not consider there to be any reasonably
pessible changes in estimates that would result in timpairment of this goodwill. No further disclosures are provided in relation to the
Africa gperating segment.

During the year the Croup dispased of goodwill cf £0.6 millicn through the disposal of part of the Aeriai Emergency Services business in
Aviation (£nil million) and the Civil Training business in Land {£0.6 million).

Results of goodwill impairment test

The current year impairment test results have not resulted in an impairment for any of the Group’s cash generating units. The
recoverable amount of the Croup’s goodwill was assessed by reference to value-in-use calculations. The value-in-use calculations are
derived from nsk-adjusted cash flows from the Croup’s five-year plan. Terminal vaiue assessments are included based on year five and
an estimated long-term, country-specific growth rate of 1.9 - 4.6% (2022: 1.8 - 2.5%). The process by which the Craup's budget is
prepared, reviewed and approved benefits frem historicat experience, visibility of long term work prograrmmes in relation to work
undertaken for the UK Covernment, available government spending information (both UK and oveiseas), the Group’s contract backlog,
bid pipeline and the Group’s tracking pipeline which monitors opportunities prior to release of tendeis. The budget process includes
consideration of risks and opportunities at contract and business level, and considered matters such as inflation.

Furthermoere, in prepanng this assessment we have considered the potential impact of climate change. In particular, we have
considered the impact of climate change on the useful economic lives of assets, disruption to key operating sites and supply chain,
and potential asset impairments. These considerations did not have a material impact on the goodwill impairment assessment.
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Notes ta the Group financial statements {continued)

10. Goodwill {continued)

Key assumptions
Key assurnptions are based on past experience and expectations of future changes in the market, including prevailing economic
forecasts, industry specific data, competitor activity and market dynamics.

Pre-tax discount rates derived from the Croun's post-tax weighted average cost of cadital were used Yo discount the estimated risk-
adjusted cash flows. These pre-tax discount rates reflect the market assessinent as at the peried end date of the time value of money
and the risks specific to the casn-generating units.

Country-specific long-term growth cates are determined based on external analyst assessments of long-term real GOP outlooks in the
associated countries.

The country-specific real long-term growth rates and discount rates for the Group’'s operating segments are as follows:

. o 31 March ?(in o . . o 31 Ma_'c: 2022 . o
. . -~ . Avistion tand Marine  Nuclear fwancr o are 0 Menre o hudear
Pre-tax oiscount 1ate ka1t 131 124 113 107 113113
Post-tax discount rate ~ e8 98 98 93 8.5 88 85 8.5
Long-term real giowth ‘ate 217 21 20 1.9 1.8 2.2 2.5 2.0

[xpected future cash flows used in discounted cash flow models are inherently uncertain and coutd materially change aver tine. They
are significantly affected by a number of factors, such as demand for the Group's services, together with economic factors such as
estimates of costs of revenue and future capital expenditure requirements. Expected future cash flows are also subject to estimation
with regard to the impact of infiation — albeit a significant proportion of the Croup’s longer term revenue contracts include vanable
consideration in respect of inflation and therefore there s a naturai offset on the impact of inflation on both costs and reveruwe.

Key assumphians in relation to future cash flows included in the value-in-use models are set out below:

Cperating segment VKey future cash flow assumption

Marire Continuing celivery of work prograrrme< with the LK Min 57 ry of Defence, mc\wmg the Jdesigr and bu'd of Type 31
frigates ara the production of vernical missite tubes for the US Ok ceminen mussie CCmpartment grograrmime. future

_ B irternahenal eppertunines ip shipbulldirg. .

Nuclear Cortinuing dJeli ivery of naval nuclear sevices to the LK Mimustry of © Pefence, iciud, ng the FMSP contract. Cort 'mmg

aetivery of opportunities © the JK Civil neciear decommissioning programme together with maintenance of ongeing
i sperd mn '“‘OV‘SIC” cf ﬁudear engineer e g services to cperaticral power statiens.

Land Cortinuing dermand for equipment suppert ard tiaming from Eoth military and givil cusfomers moﬂrag that srgnmcmrwt
elerrents of equipment support and training are the sukbject of leng-term cantracts, nct all cf which have been
assumedc tc renew.

Aviaticr Continuing denvery of Icng-term contracts wath the UK Ministry cf Cefence. Fxparsicn of activities in key cuerseas
terriories.

Sensitivity

The value-in-use for Manne and Nuclear results in these operating segments having significant headroom. Assuming ng change in the
cash flows cver the initial five-year pericd, it would require a long-term growth of nil combined with a discount rate in excess of 40%
reduce the headroom in these sectars to £nit. the Directers do not consider these tc be plausible assumptions.

in the Aviation anc Land sectors the decrease in headroom that would result from a change in the discount rate and long-term growth
rate are set out in the table below:

__31!_«-:!1_2929 30 Marcn 2027

—_ e — . Lo _ o . o L Awvigtion  Avator
Pretaxdiscountrate = o .77 ) ; A O
Increase cf 200bps 12022: 160 tps) o 7 - 63.1 3C.2
Long-term growth rate T _ e —
Decrease of 50bps B 127 12.5

Management have also identified the growth rate in the short-term cash flows in the Aviation operating segrment as a key assumption.
Annuai growth in the underlying cash flows has been determined cn a confract-by-contract basis based on our knowledge of the
existing contract base and management judgement regarding future wins and lasses. !f the five-year compound growth rate for the
Aviatinn operating segment decreaserd by 14% this would cause an impairment of the gonodwili allncated o this sector.
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11. Other intangible assets

Internally Intemnally

generated software generated

Acquiired development developrment

intangibies — casts and costs and
relationships licences other Total
_ o - - - - £m £m £m fm
Cost o ]
At 1 April 2022 [restated) 7 o 10953 222.6 27.6 13455
Additons = 18.1 34 215
reclassification from oropecty, olapt and equipment - 30 0.3 33
_ji_sposai of subsidiary undertakings (mote 23) o (237.0) (4.9) (13.9) (255.8)
Disposals at cost 7 {2.0) {7.4) {3.0) {124}
Exc?wénge adjustments 4.7 {0.1) 0.6 5.2
At 31 March 2023 861.0 2313 15.0 1,107.3
Accumulated amortisation and impairment - o —
At1Aprii2022 1,005.8 1568 6.2 1,168.8
AT ‘ : ) . 15.8 10.5 1.8 28.1
- 9.0 - 2.0
Disposa. of subsidiary underiokings (rote 28, (z330) B.1) 0.8 236.9)
Disposals o 7 7 {2.0) {6.6) 1.7} {10.3)
Exchange adjustments o 7.8 {0.1} 0.1 7.8
At 31 March 2023 794.4 166.5 5.6 966.5
Net book value at 31 March 2023 6R 6 A4 B 94 140 8
Cost e
At 1 April 2021 {previously stated) 10315 182.3 261 12480
Restatement T T oo oo _ - 304 = ;3@;4
At 1 April 2021 10358 219.7 26T 1,277.3
On acquisition ¢f s '(_1-iar_i-es-(_n&;ES-)_(re_stsged_— rcTeZE_J o T 63.0 - = _- 6_3(3_
P . T Y R
Reclassification from property, plantanc equipment - 0.1 e (1.5)
Reclassification - Ls (09 =
Dispesal of subsidiary undertakings (note 28] E e = - (3.9)
Disposalsateost - (4] o3 07)
Exchange adjustments C.8 0.2 (0.1} .9
At 31 March 2022 (restated - note 23) 1,095.3 222.6 27.6 1,345.5

Accumulated amortisation and impairment - S
At 1 April 2021 {previously stated)

Restatement

At 1 April 2021
Amcrtisation charge
impairment (note 2) T 7
Reclassification

Disposa: of _s_{{llsw_!_i:._ary umTer‘rfaik}ajsi TnateESTii_ ]

Disposats e =g
Exchange adjustments (.7 0.2 - {C.5)
At 31 March 2022 1,005.8 156.8 6.2 1.168.8
Net hook value at 31 March 2022 {restated) 89.5 85.8 21.4 176.7

Acquired intangible amaortisation charges for the year are recorded in operating casts.

During the year ended 31 March 2023, an error has been identified whereby fully amortised intangible assets were incarrectiy
presented net. These restatements have no impact on the total intangible assets balance nor on any cther financial statement area. In
addirion, the carrying value of acquired intangibles - relationships as at 31 March 2022 has been revised by £1.C million as described in
Note 23 as a result of new information coming te light during the assessment period on the acquisiticn of a business.
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Notes to the Group financial statements {continued)

11. Other intangible assets [continued)

Included in Internally generated software development costs and licences is £38.6 million {2022: £40.7 million) re'ating to the Group’s
ERP system, which is amortised over a 10 year period. Included in the acquired intangible balance is £52.3 million (2022: £63.6 million)
relating to the acquisition of the NSM joint venture (refer to note 28 for further details). Tis will be fully amortised in 20 years.

In the prior yeas, the Aviation operating segment recorded an impairment to acquired intangibles of £57.6 million on an acquired
intangible that was intfially recogrised in refation to the acquisition of the Avincis business. The Group’s disposal programme
impacted on the ahility of the Aviation operating segment to share assets, capability and management across the entire contract
and asset base, resulting in reassessiment of the value-in-use for the operating segment in line with an assessment under IAS 36,

This asset was fully impaired.

12. Property, plant and equipment

Assets in
Freehold Leasehold Plant and Aircratt course of
properny property equipment fleet construction Total
. £m £m _  Em __Em  Em £m
Cast ) o - - - [
At 1 Apr|| 2022 B . B _,_LS}_L._ 24.7 5249 30341 213.9 1 2184
On disposal of 5Lh5|d\a| es fnore 28j (84 (9.0} (321} (224.1) = (139}  (2885] (288 5)
Additions _0a 02 332 ls_ 483 =~ 1099
Transfer to intangibie assets - - - = - B (3.3}
Reclassification 700 - 66.0 30 (139.0) -
T un;;fel from Rght -f user asset< ~ ) - - - - N 7_; 195
Cisposals {0.8) - |13 1) {40.2) {188 {72.9)
Capitalised borrowing costs - - - = ff; %6 08
Exchange adpustrnents . . 0.2 {0.7} {7.9) 8.4 30 3.0
At 31 March 2023 - 2122 15.2 5710 97.5 90.8 986.7
Accumulated depreciation ] o e o
At 1 April 2022 N 707 111 3732 523 05 507.8
Cn (H;ﬁposdrcf sutsigiaries (mcte 28) ) (Zi 1o 5]_ _{143)  (33.9) - (51.6)
Depreciation charge for the year 71 15 45.4 18.1 - 721
impairment - . - - (0.8) 5.7 4.9
Transfer ‘fom Right-of use- a<se\s ;:k: _:ﬁ T-_m ;ijz&, . A & 5_
Cisposals C {0.7) - {112)  (240) (@5}  (364)
Exchange adjustments 0.2 - (2.5) 17 0.5 10.1)
At 31 March 2023 74.4 12.1 390.6 24.9 6.2 508.2
net book value at 31 March 2623 137.8 3.1 180.4 72.6 84.6 478.5
Cost ) o o .
At T Apnl 2021 (prewous!y stated) IRE 1,-2735.‘07
Restatement ’ S (328 (325
AL 1April 2021 185G 1,202.5
Qt;;g-iw<\t\cr. cf SbbS\Clcl eg (rotge_ 4_&___7 ___7 B ‘7\1 ,\,, \V,Ei
On dispgsal of 5|JE|d\ar£s_m_0_t_e 28; o 09 7;(4§T_)
Additons 1126 179.4
Disposats (465)  (120.0}
Qeciasswﬁcaﬂon o - (5.8]

Reclassification frcm mtarglble asset<
Exchﬂ,rge agjustmerts
At 31 March 2022

Accumulated depreciation

At 1 April 202‘177(prewously stated)
RestatemEFt

AL 1 Aprii 2021

Cr disposal of subsidiaries ncte 28,
Ueprecighien charge for the year

Imipairment _ o .

Disposals }
Exchange Vaialustr* ents B ;* _; o .
AtZiMarch2022 70.7
Net book value at 31 March 2022 217

A7 .s0Ce

B (32.5

22 4681

- (26.3

T

- 588

e (538

(1) 20

1L 3732 52.3 e 5078
13.6 151.7 250.8 213.4 7106
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12. Property, plant and equipment (continued)

In the year ended 31 March 2023 management idertified that the pricr period property, piant and equipment disclosure included a
mstoric error which overstated historc cost and accumulated depreciation by £17.5 milhon {1 April 2021: £16.8 million). Additionally,
an error has been identitied in the classification of cost between asset cateqories in the prios period tofaliing £36.3 million and this has
also been restated. These restatements have no impact an the total property, plant and equipment balance noi on any other financiat
statement area.

In the prior year, the Group recognised an impairment charge of £58.8 miliion in relatior to the aircraft fleet in the Aviation operating
segment due to changes in the future business performance, as informed by the Group's disposal programime. This change impacted on
the ability of the Aviation operating segment to share assets. capability and management across the entire contract and asset base. The
asset valuations have been calculated based on estimated discounted cash flows over the remaining useful expected lives of the assets.
The impairment charge of £58.8 million is based on a recovelable amount for the relevant assets of £220.0 million.

13. Leases

Group as a lessee

Lease liabilities represent rentals payable by the Group for certain operational, distribution and office properfies and cther assets such as
aircraft. The leases have varying terms, purchase options, escalation clauses and renewal rights.

Right of use assets

Leasehold Plant and Aircraft
propeity equipment fleet Totat
o Em ~ Em . Em £m

Cost
At1April 2022 - T 1273 64.7 3830 575 0
Agditiors T o 317 os 677 1145
?ram'sif_:f Eo_Property. plart ard equipmert - o o - {19.5} {12.9)
Dispcsals ~ (100) (37 (245 {382
Dispesal of subswdiaries (note 28) ) ___{(15) (3.5)  (269.8)  (284.8)
E;cﬁsbgﬂe“ad]ustments - o (1.3} 04 R T oz
At 31 March 2023 - 141.6 67.7 138.0 3473
Accumulated dépr:aation -
At 1 Apriiiﬂiii 777”74 7777 S S h 425 ‘210.9 . 157.3 240.7
L;J-EEFECTEJ{IGH charge fci the year S ' 20.5 9.1 52.1 81.7
‘mpairment T 0 - 8.7 9.6
Cisposals. S (7.9) B3 @) 329
Dispesal of subsidiaries {rote 28) '  {89) {13} (948} (102.8)
Tl_ﬁ-s_fe_r-t_c_Prcperty. p‘eﬁt ard eéuipmerﬁ: S "77 ' o - - {11.5}) {11.5)
fxchange adjustmerts {0.5) 03 2.7 25
At 31 March 2023 495 45.7 93.0 188.2
Net book value at 31 March 2023 921 22.0 45.0 159.1
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Notes to the Group financial statements (continued)

13. Leases (continued)

Right of use assets (continued)

Cost

At 1 April 2021 B
Additions o B B
Acquisition of sunsidiary \note 28) )
Di50053's.

Dispesal of subsidianes [rote 28)
Exchange adjustments

]
2

r\;'@

At 31 March 2022

2.
4.
Q.
1.
1.
2.
7.

MJ

Accumulated depreciation

At 1 April 2021 B 7
Cepreciatior charge for the year
Im_@igtﬁemt

Disposals B
Gisposal of subsigianes {note 24;
Reclassificatian

Exchange adjustrents

At31 March 2022

Mot Boglovatus ot 27 Margh 2022

Lease liabilities

Ihe following tahles show the discounted Group lease lianilities and a recondliation of opening to clesing lease liabilities:

At 1 April 2022
Additions
Cisposals . _
Cisposar of subsigianes (note 28]
Exchange agjustmerts

Lease repayments

Total
£m

434

1170
_.__ 53
218.1)
B

{1244

At 31 March 2023

228.8

Non-current lease hiabilities

Current lease liabilities

178.9
49.9

At 31 March 2023

223.3

Disposals |
Cispesat of subsidiaries (note 28]
Exchange adjustments

Lease interest
Lease repayments

At 31 March 2022

Non-current |ease liabilities

Current lease liabilities
At 31 March 2022

See note 22 for a maturity analysis of the contractual undiscounted lease payments.
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13. Leases (continued)

Amounts recognised in the Group income statement

2023 RN

214 -
interest on tease abiites o ) o 158 174
R?gr'u?-of—use asset deprecighon - ) o - &7 méf
Réh_ﬂ_ofluse asset impairment o o o o - S %8 18.0
Loss){profit} o disposal of signt-of-use asset B o ) ) o8 (3?2__)

The total expense for shot term and low value leases was £3.0 milion {2022 £8.9 million). The expense is deemed approximate to the
cash outfiow for short term and low value feases.

Amounts recognised in the Group cash flow statement

2023
S e e e ... N
Total cash outflow for principal element of leases e i _ 1085 113
Total cash outflow for interest efement of leases ... ._____ 159 4
Total cash outflow forleases 1244 13C.4

Group as a lessor

The Croup is the lessor in an arrangement for the lease of vehicles and sub-lease of leased properties. These are solely finance jease
arrangements. There have been no new matenal lease arrangements as a lessor in the current year {(2022: none).

Amounis recognised in Lhe Group incume staieinent

Year ended
31 March 2023
£m7

Friance lease - :nterest income 44

Finance lease payments receivable

Year ended Year e det
31 March 2023 I Marct 0T

Within one year

Creater than cne yez but less than rwo years
Creater than twe years but ‘ess than three years el

Creater thar three years but less than four years ) ) o
Creater than four years but less than five years - -

Creater than five years - _

Total undiscounted finance lease payments recevable 458 476
Impact cf discounting {7.2) {0.2]
Finance lease receivable (net investment in the lease) 386 47.4

There was no material impairment of lease receivables in the year ended 31 March 2023 (2022: Enil}.

The Group has minimal residual risk for underlying assets to wiich it retains the residual rights as all feases for which the Group acts as
lessor are finance ieases and therefore the asset has been leased for a term equivalent to the asset’s useful economic lite.
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Notes to the Group financial statements (continued)

14. Investment in and loans to joint ventures and associates

The Group's principal joint ventures and associates are;

L o L _ Natare o ne ZhoreT o Yo end _ 5, vty B sasiie 3 K
AirTanker Services Limited Assoaia'.é- 31 ﬁ)ec Provision of uniter! Lnited
i ar-ro-ar refueliing . - Kingdor~  Kingdom
Ascent FJ.gnF T-aining {Holdings) Jont venrare 2 Mar Provison of 50.0% 50.0% Linited United

Limited training seovices

__ Kngdom__ _Kingdom

Summarised financial information for joint ventures and associates

The summarised financial information below refiects the amounts presented in the financial statements of the relevant joint ventuses
and associates, and not the Croup's share of those amounts. These amounts have been adjusted to conform to the Group's accounting
policies where required. The summarised financial information has been aggregated te provide useful information to users without
excessive detall. Joint ventures that are not considered material to the Group are not shown below.

e 3VMarch 2023 31 Marer 2622
Ascent Flight Ascent Flgh
Training TraTng

{Hoklings) AirTareker faeeaings, AT ker
Summarised income statement extract (year ended) .. . Limited _Services Limited . amilen Seweds imies
Revenue - ) o N N 2 181.7 164.8 189.2
Depreciation anc amcetisation T »_ T_{LSL - R
nterestinceme o —aa__ 03 e T
et eapene S - S S (= SR
Income tax [expense}/ beneft 35y 423 R i2.5)
Prafit from Eomtinu-;w_g operatiors i i . ) 145 = 59 194 85
Other cgfr:pr'ehé;s-ve mcgme - ' ’ 7 h T ?0 - B 074 o -
Total comprehensiveuinceme T T 213 5.9 15.8 ﬁ
Summarised statement of financial position
MNen-current assets . 2%2 723 29.4 /8.2
Current assets (excr:Udm(; cash anc caé';equwa'\ejwts) ' - o - - ?5,5_;7 - 95.2 015 6&55-
Cash and cash equivalents o 77ﬂ};‘;_ﬂ1 R 6C.4 S4.4
N@-c_pﬁeniﬁr:anci_‘a!iabilﬁ;ei{e;aumiig trace anc Bther_[iary;gbies g@(rlﬂbrovgi_r_:ﬁs] __{108.2) {63.2) ) 13 7:5] (493i
(_:Errent f_]gancia\ Ii_a‘bil'\t\_es (_t_eic:ud_ing_t_riac‘e__and__c_:ther payables angj__[;rov_\swcis_) o - ) - = -
Current trace and Gther payabies and provisicns ) B (10.9) (74.9) {4.6) {51.8)
Netassets o 54.3 1013~ 482  10CH
Ownesh 50.0% 23.5% 50.0% 23.5%
Carrying value of investment 27.2 238 24.6 236
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14. Investment in and loans to joint ventures and associates (continued)

Reconciliation to carrying amounts

investment i int ventures

Loans to joint ventures

and associates 7 __and asseciates o ~ Toral _
2023 ELER 2023 2023
. S .. = fm £
At 1 April 54.3 3.5 12.1 . 664
AcaQi's?it%ohﬁanﬂidisipﬂc’:séii af jiduhrﬁveﬁifd:'es and zssociates -
(notz 28) o (1.0) 245 = - (1.0) [245)
Loans reda'd oy joint ventures and associates - - {2.4) 310 {2.4) {31.9}
inziease inipans to joint ventures and associares = - o W:W- 1.4 - T
investment in jaint ventures and associates - - - - 26
Shaeofprofits 93 200 - - 83
Interest accrued and capitalised ) - 10 3.2 1.0 12
nterest received T - 1.2) (3.6 (12) (38
Dividends receved R - 8.7 (41
Fair value adjustment of derivatives ) 4.7 30.2 - - 4.7 302
Tax on fair value adjustment of derivatives E 70 - - 1.2) 5.7)
ioreignexchange - (0.3) - - - {03
At 31 March 57.4 54.3 9.5 12.1 66.9 66.4
The total investments in jomnt ventures and associates is attributable to the foilcwing reportable segments:
2023 R
- Etm o
Maiine 3T 4.8
Muclear . B 14 0.3
ene .- - - ; 92 s
Aviation n 61.6 59.8
66.9 £e.4

Net book value

The joint ventures and associates have no significant contingent liahilifies to which the Group is exposed. The Group does not have any
commitrnents that have been made to the joint ventures or associates and not recognised at the reporting date.

Joint arrangements are classified as joint ventures as the Group has the right to net assets of the joint arrangement rather than separate
rights and obligations to the assets and Habhilities of the joint arrangement, respectively.

Ihere has been no impairment to loans te joint ventures and associates during the year (2022: £nil]. Tetal cumulative expected credit
losses in respect of foans to joint ventures and associates are alsc £ril (202 2: £nil} as the joint ventures and associates are considered to

have low credit risk and as such impairment risk is considered minimal.

There are no significant restrictions on the ability of joint ventures and asscciates to transfer funds to the owners, other than those
imposed by the Companies Act 2006 or equivalent {acal regulations.
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Notes to the Group financial statements (continued}

15. Inventories

31 March 2023 31 March 2022

B 77 . _ . N Em i
Raw [‘j:ﬂf}:f‘aﬁ a;“grsﬂoérres i ”V B ) B . . o 58.6 a3
Work-n-nrogress 12 4.1
Finrshed goods and goods for resale 61.0 61.3
Yotat ) ) ) 126.8 142.7

write-downs of inventories amounted to £5.4 million {2022: £15.8 million). These were recognised as an expense during the year
ended 31 March 2023 and inciuded in operating costs in the income statement,

16. Trade and other receivables and contract assets

31 March 2023 31 Maren 2022

e ﬁn . £
Non-current assets . o o - o
Costs to obtain 3 contract R T o - - 23 8.9
Costs to fulft aconiget - J - 0.8
otherdeptors T R - 22 -
Nom-current trade and other receivables ) 7 6.4 g7
Current assets B - B T -
Trace receivalbies - o o o B i ) _:___7 3673_ 3 1"1 5
Less-:-_]ﬁar‘ovisngié_\-rtgaﬁlrme’m‘c_f receivables - S _k#___—ﬂi ___m‘ey_
Trade rereivablas not 200.0 naro
Reterfices } B 6.0 4.4
Amaunts due from related pér?es (rote 32? ' a ’ ) ) ‘wz—l_ ' 2.0
Cther debiters o o B ) T iua? 1CE.D
D_r_e_payments o B - o T ?7_ %1_
Costs to cbtain a centract _ T __6.6 _ 7.k
Costs t—é fu\ﬁ: a CCF{IT-EE-LL T T T o o N 4“—;";? c.&
Current trade and other receivables 5068 4838
Contract assets e B L o 3225 299.5
Current trade and other receivables and contract assets B o - o - T "7 T 8204 “7ea

Trade and other receivables are stated at amortised cast, Details of expected credit losses on trade receivables are pravided in note 22,
there has been no impairment to other receivables during the year ended 31 March 2023 (2C22: £nil}. Other debtors primarily
comprise of receivabies in respect cf social security and other taxes.

In the year ended 31 March 2023, amortisation of costs to obtair a contract and costs to fulfil a contract totalled £5.0 millior
(2022: £2.8 milkion). An impairment of £1.6 million was recorded in relaticn to costs to obtain a contract or costs to fulfil a
contract (2022: £nif).

The Group recognises that there is an inherent element of estimaticn uncertainty and judgement involved in assessing contract
profitabiity. as disciosed in note 1. Management have taken a best estimate wiew of contract outcomes based on the information
currently available, after allowing for contingencies, and have applied a constiaint to the variable consideration within revenue resulting
in a revenue estimate that s suitably cautious under [FRS 15,
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16. Trade and other receivables and contract assets {continued)

Significant changes in contract assets during the year are as follows:

Contract assets

£m
31 March 2022 o993
Disposal of subsidia’y wndertakng N S T 3a)
Transfers £ 0M CoNtract assets recogs J at *'\g sed: 'ng af "”le yea Yo tatle receivadles ~ ) {2189
Inc-ease due to work done not to 3ﬂ>r= ~a) From contrack assets 273, 1
Exchange adjustment - o CT T 3
31 March 2023 3225
31 March 2021 276.4
Disgosal of subsidiary undertaking S T T R o 183
Tlér}sférs f}on* cantract 2 35585 re retogmed at the beomr\r grgf the year te receiva 7b|e< h - o 7777'(20___5'3)
Ircwease due ta work done not transferied from COPract assets (228.7)
Write down of contract asse*s 2551
txchaﬁgé adjustment S T T T T T
31 March 2022 2933

During the year, the Croup has recaognised a reversal of £48.5 millicn ¢f revenue in respect of performance obligations satisfied or
partiaily satisfied in previous pericds. This figure is significartly impacted tiy reductions in forecast margin on three of the Croup's
contracts - predeminantly the foss ocnthe 731 p(ogramme as described in note 1 The variance resulting from these thiee contracts is
Sorooult of MOVTITENS 0 ferccail COat L Lonnplctc alhin Uian g teveisal ui vaikalan cunsider diion p\t‘\HUU:ly seen as Hnighy Pl okdble.
Fxcluding these three contracts. the Group has recognised £4.7 million of additional revenue in the current yeat in respect of

performance obligations satisfied or partially satisfied in previous periods.

AT 37 March 2023, there s £6.7 ithon (2022: £5.8 bithonj of transaction price on contracts with customers that has been allocated
to unsatisfied or partially satisfied performance cbligations [note this metric kas been prepared for IFRS 15 disclosure purpeses and
therefore does not align to the Croup’s contract backleq). Contract backlog is based an the full contractual term of the Croup's
agreements whilst the IFRS 15 disclosure may be a shorter contractual pencd in the event that the customer has the ability to exit
contracts pnor to the full term for non-substantive penalty payments. Management expects that 37.8% {2022: 40.5%) of the transaction
price allocated to unsatisfied performance abligations as at 31 Maich 20232 will be recognised as revenue durng the next reporting
period. Afurther 46.3+¢ (2022: 59.5%) of the tiansaction price ailecated to unsatisfied performance obligations 1s expected to be
recognised as revenue in years two to five after 31 March 2023,

Detaiis on the Croup's approach to assess credit risk are included in note 22,

17. Cash and cash equivalents

31 March 31 Margh

2023 R

. . . _ . . o o __E_m'i o _:'l.
CLSF‘_a_t_E:jk and in hand o - o ) _ 2217 61 16.0
Short-term bank deposits o 230.0 530.3
451.7 1,146.3

The carrying amounts of the Group's cash and cash equivalents are denominated in the foilowing currencies:
- 31 March 2023 3 Maral. 2022

Totai Floating rate [l 50 floatirg rae

Currencymr o o 7 o o £m £m o g Em
Sterfing L o 319.8 3198 11,0239 0.43 9
Eoro S o B 76 76 5.0 150
usDehar o - 15.7 157 255 255
South Affican Rand e N 45.3 43 278 278
Canadian Dallar ) 19.1 ~ 191 12.2 2.2
Omani Riai o o o - B 777;.7 5.7 4.7 4.7
Australian Dotlar - S - - 25.1 25.1 o -7 222 L 227
Norwegian | Krone L o o o 06 0.6 1.4 1A
Swedish kKrgna .~ L - ) 2.4 24 _657 6.5
ri\ig\,gzieaj‘_nc DoHar o o - L S 2.8 28 R 1_0_
Other currencies 76 7.6 T _6_1 o _-_“6.?
45%1.7 4517 1,146. 1,146.3
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Notes to the Group financial staternents (continued)}

17. Cash and cash equivalents (continued)

Surpius cash batances are typically invested at short-term flpating rates, linked to SONIA in the case of Sterhng, EURIBOR in the case of
Curo, the prime rate in the case of South African Rand and the local orime rate for other currencies

txpected credit losses of cash and cash equivalents is £rl (2022: Enil).

18. Trade and other payables and contract liabilities

2073 2ais
B o _ _ - _ #m _ im
Current liahilities
Contract [|aoilities 616.4 518.3
Trade credirors R o 291 ed7
Amourts due tc related parties (note 32] B o o o o8& 15
Other crediters o L 416 283
Other taxes anc sccial security - o N 755 76.6
Accruals 5541 = 65184
Trade and other payables N 7 o o 9111 883.1
Trade and other payables and contract liabilities ) o 15275 1,406.4
Non-Current fiabilities ' _
Orner creditors LA 1.0

Inciuded i creditors s £12.9 million (2022: £6.7 nullion} relat:ng to capital expenditure which has therefore not beenincluded i
working capital movements within the cash flow statement,

Significant changes in contract hawilities during the year are as tollows:

Contract
liabilities

31 March 2022 5183
Revenue recognised that was inc'uced ir the contract hability balance at the-t;ég:ir-wﬁiﬁ-g
of the year o o _ __ (3775)
Casn acvanged 509.8
Cispesel of subsidiary unicertzking i o —~ {31.9)
Exchange adjustment - B - - 2:3)
31 March 2023 616.4
31 March 2021 T o - o T 39es
Revenue :ecc-gm-séc-j_ that was iInciugec In the contract liabsinity baiance at the {:egir}:u?:gi - i '
cf the year (294.7}
Cash aovarced T ' _ o 4190
Acquisition of subsidrary undertaking ’ - 8.2
Disp-r:_s;i_oifsubswdirairy unde!Takiir;vQ B 7 S o o ’ _[?27_5_]
Exchange adjustmenr- T 1.8
31 March 2022 518.3
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19. Bank and other borrowings

31 March 2023 37 Mgeon 2000

oL £m £
Current liabilities N o T T
Ba;n_k loans and overdratts dué_ within aone ye;r ﬁtgr_’_or_l"iﬂqgm_and 77__“ -
Secured B 03 0.4
Unsecured 19.3 863.0
o o S o 19.6 863.4
tease obligations® o 499 1948
69.5 968.2
Nan-cufrent liabilities o
ﬁi_a_r)_q_ other borrowings 7 B B ,,,,,,: ;j f B ) T T
Secured o S 210 2an
Unsecured B o T T 7a14 8237
l.ease obligathions” 178.9 3293
947.3 1,177.0

.

zases Are secared against tre assels to whic™ they ~elate,
The reduction m unsecured current habilities is a result of the repaymenrt of the €550 millicr turobond ir October 2022 and a
reduction in usage of overdraft facilities.

The Cioup's overchaft tetalled £21.5 millicn at 31 March 2023 (2022: £389.8 mullicn). Included within bank loans and overdrafts due
within one year is an offsetting £2.6 million in respect of amortisation of loan fees.

The Croup has £3.1 million (2022: £3.5 million) of secwred debt in the land operating segment that is secured against a property
owned by the Group and £18.2 milhon (2022: £20.9 million) of debt that is secured against contracts with customers, which will cede
to the Dank in the event of default.

Unsecyred bank toans are subject to covenants which are tested six meonthly on a rolling basis. Covenants comprise of Net Debt to
EBITDA and Interest Cover. The Net Debt te EBITDA ratio must be fower than 3.5x at each testing date whilst the Interest Cover must be
at least 4.0x at each testing date. There are no breaches in the Croup's base case forecasts as prepared for going concern purposes.

Crawn facilities ar the period end date primarily cormprise the €550 millign Eurcbond and the £300 million UK bend.

Repayment details
The tetal borrowings of the Group at 31 March are repayabie as folicws:

31 March 2023 27 Marer 2022 .

Loans and Lease Leans anc 1e35e

overdraits abligations overaratts of'ngat.cns

7 o . . o £m £m £ £
Within one year ____19& 499 863.4 104.8
Betweeri cne and two years S ] 03 406 226 905
Between twe end three years ) o ) 0.6 345 = 06 E79
Between three and four years - - ] 300.6 23.4 07 464
Between four and five years o o 466.2 19.9 3564 387
reater than five years 0.7 60.5 467 .4 85.5
788.0 2288  17HLE 4340
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Notes to the Group financial statements {continued)

19. Bank and other borrowings (continued)

The Group has entered into interest rate and currency swaps, detaits of which are included in note 2 1.

The cairying amounts of the Group’s borrowings are denominated in the following currencies:

~ aimarchzozs

Total Floating rate Fixed rate e rars
Currency o ) £m £m £m
Sterling L 439.0 164 - 422.6
furet - 7 515.4 872 4282
US Dollar . 5.9 04 55
South Afican Rand ) B 25.1 18.3 68 9.2
Canadian Dollar o 60 - 6.0
Australian Dellar o 223 - 223
Norwegian K o - - -
Swedish krora o - -
New Zealand Dollar T . N 1.0 - 1.0_
South Korean Won 0S8 e B 0.8
Botswana Pula ) 0.2 - oz
Other N B 1.1 0.8 03 T T -
1,016.8 123.1 893.7 2.145.2 704.4 1,440.8

The weighted average interest rate of Sterling fixed rate borrowings is 1.9% (2022: 1.9%). The weighted average period for which these
interest rates are fixed is 3.5 years (2022: 4.6 years).

The floating rate for borrowings is linked to SONIA in the case of Sterling, EURIBGR 0 the case of kurg, the prime rate in the case of
South African Rand and the lacal prime rate for other currencies,

The effective interest rates at the statement of financial posftion dates, including the impact of hedging. were as follows:

31 March ERRRY Ny}

2023 Rl

) - % 3

UK cank overdratt - T gﬁ 1.1
UK bark bor cwings o S T 1.4
8-year Lurchend September 2027 - fixec 2.9 2.9
8-yesr turckend $ébﬁemb@ 2027 ,.ﬂc_[é{l_,{é - L S T &3 Y
8-year Eurcbord Ecto_lle__r 2Cé2 T ' T - ’ 1.8
£300 miion borg 2026 S T 19 1.8
Other borrowings o B i " 55-38 4869
Leases cbligaticrs B 3.7-17.2 2.2-1 1é )

Borrowing facilities
The Group had the following undrawn committed borrowing facilities available at 31 March:

31 March 2023 37 Mot 2007

o L o . _ £m . u
Expiing in less than gne year B L - -
Expiring in more thar cne year but rot more than five years 1,152.8 1,012.2

1,152.3 1.¢12.2

Bank loans include £nil mithon (2022: £12.5 million) that suppliers have chosen to early-fund under supplier financing arrangements,
under which the suppliers can efect to receive a discounted early payment from the partner bank rather than being paid in line with
the agreed payment terms. The total supplier financing facility avaitable to the Group is €nil million at 31 March 2023

(2022: €128.5 millian).
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20. Provisions for other liabilities

Empiloyee
benefits and
Cantract/ reorga!r}'l:'lssal:ie;s\ ftalian

warranty costs antitrust fine Property Other Total

(a) {b} i) d) (e} provisions

. _ - £m £m £Em . Em £m £m

A1 April 2021 67.1 35.8 200 215 11 1455
On disoos#llofrsgrbidi\a’r\res (no}é_:;_ai);_ '_ - i {1.3) - {1.2) - "4—; 2.5}
On acquisiten of subsidianes [note 28) 13 - - - _ 13

frestated - note 23)

Ne+ crarge! (relzase) to income starement (88 a01 (2.6) 1.8 03 300
Utihsed inyeai - ) {8.5) (35.9) {16.1) (0.8) - {60.8)
Unwinding of discount - 0.2 - - - 0.2
Foreian exchange 02 0.3 - 03) - {0.2)
At31March 2022 51.1 39.7 0.3 21.0 14 1115
Prics pericd adjustment {note 23 2.4 - - - - 24
At 31 March 2022 as restated 535 39.7 0.3 21.0 14 115.9
On disposal of subsidiaries {nate 23] - {8.5) {1.2) - (5.8) {0.1) (15.8)
Reclassification T ) {1.0} 14 N {4.3) 3.9 -
Net ch'é-‘:ééj_[r_e!_e;as_e) toincome statement 76.0 104 - 8.4 {0.6) ) 94.2
tiiised in year o B (20.2) (19.2) (0.3 {4.8)_ (1.8)  (46.3)
Unwinding cf discount - - 0.2 - ! - - 0.2
Foreign excnange 06 {0.8) - 06 0.1 0.3
8t 2% AMarch 2022 1cc.4 205 - 15.1 2.7 i45.7

a) The contract{warranty provisions relate to onerous centracts and warranty obligations cn compteted contracts and disposals.
Warranty provisions are provided in the normal course of business and are recognised when the undertying products and services are
scld. The pravision is based on an assessment of future claims with reference to fistoricat warranty data and a weighting of possible
outcomes aganst their asscciated probatilities. Crerous contracts refate to expected future j0sses cn cantracts with customers —

notably T3 1 as outlined in note 1.

b) Employee benefits and business reorganisation costs refate to business restructuring activities including announced redundancies m
addition to employee benefits including long-term sickness. The ret charge to the employee benefits and recrganisation provision

comprises a charge in the year of £12.8 milhon and a release of £2.4 miltion.

c) ltalian anti-trust fines pertain to historic court rulings in respect of the Babcock Mission Critical Services ftalia SpA subsidiary.

The majority of this provision was paid v the pricr year with remaining amounts paid in FY23.

d] Property and ather provisions primarily relate to dilapidation costs and contractual obligaticns in respect of infrastructure

e) Cther provisions include provisions for insurance claims arising within the Group’s captive insurance company. Chepstow Insurance

Limited. They relate to specific claims assessed in accordance with the advice of independent actuaries.

Provisians have been analysed between current and non-current as fcllows:

31 March 2023 3. MZrch 2052

o o . £m ) e £

Current o i 679 556
Non-cuirent o 80.8 60.3
148.7 115.9

Included within provisions 1s £6.9 mitlion (2022: £7.4 million} expected to be utilised over approximately 10 years. Other than these

provisions the Group’s nan-current provisions are expected to be utilised within two to five years.
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Notes to the Group financial statements {continued)

21. Financial instruments and fair value measurement

The fplipwing table presents the Group's assets and Yiabilities:

Financial Financial assets Financial Financial
assets at atamortised (lrabilities at fair jiabifities at  Total carrying
31 March 2023 (Em} . fair vatue cost value amortised cost amount Fair vaiue
Non-current financial assets
Loans to [0int ventures a~d associates o7 95 - T
Financial assets '________-_ B - 73 Z - 73
?ef"vatives L 2.6 - - - - 2.6
Lease recgivacles - 22.2 - - 222
Current financial assets
Trade and other receivabies © 15 345.1 - - 346.5 3466
Lease recefvables o - 16.4 - - 16.4 16.4
Decivatives L ) 43 - - - 43 43
Cash and cash equivalents 451.7 - - “451.7 451.7
Non-current financial liabilities
Rank and other borrowings ) ] - - - (768.4)  (168.4) (670.3)
Derivatives - - (533, - (53.3)  (53.3)
Current financial liabilities o
Bank and ather borrowings o ) N - (1—95] Mﬁm 7(175)
Triade and cther payables * o o - - e (511.1) {511.1} {311.1)
Derivatives - - (12.8) - (12.8) ‘t12.8)
Net financial assets | (financial liabilities) ] 8.4 852.2 (66.1) [1,299.1)  (504.6)  (406.5)
* Trzap onc otmerrecevibes ord trag e payaties oy roode Balaroes woicm meet ihe cef nim o of 2 inare s nstr g me et
roroaneal e Timars 2
L ATl SETs 3T orro Loty o t M 2Ty g
worce QoS (R ctearaae ciet F2ILE Gireit et et amcnrt SO e
Non-current financial assets
Iﬁv-es-;:-ﬂ-wg;t_\-f‘ .j_(-:im_fnver-hlres 2nd 3ssociates - - 54.3 _ _ . 54.3 _54.3
Lears o joint ventures ang asscoiates ] . 12.1 _ - EER P20
Financial assets - T o - - 100 10.5
Lezse recaivables o - - 24.1 - - 241 24"
Current financial assets - )
Trade and c;rtrheirirgrc-en;gb_!gs B o - 335.3 - - 3353 3353
Lease rehei_y_e_b-!es o . T 233 - - 233 233
Dervatves o e ST T T NG T
Ca;h;ﬁrui('ash equivalents - 1,146.3 L - 7“,’46.3 »1’4763
Non-current financial liabilities o o
Bank eng ofher Corowings . LT - mATZ @427 (8198)
Cerivatives - - {59.3} - {59.3] 158.3;
Current financial liabilities e oz -
Bank and other borrowings I T - - #e€3a  geis) (8331
Trade and other payables * - - - (48000 (360.0)  (460.0)
Derivatives - - 134.8) - (34.8) 134.8)
Net financial assets | (financial liabilities) 11.4 1.605.4 (941, {21711 (643.4; (580.0)
* Trage sod otrer recevabies ard trace 2od otrer cayat esory roLce Zearces w7 meet the defimtor cf 3 firznca rstr_men
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21. Financial instruments and fair value measurement (continued)
The fair value hierarchy 15 as follows:
+ Quoted prices (unadjusted) in active markets for identical assets o1 liabihities {! evel 1}

« liputs other than guoted prices included within Leve! 1 that are observable for the asset or liability, ether directly (that s, as prices)
or indwectly (that is, derived from prices) {Level 2); and

» Inputs for the asset or liability that are not based on obsefvable market data (that is, unobservabie inputs) {Level 3).

All of the firancial assets and liabilities measured at fair value are classified as Leve! 2 or Level 3 using the fair value hierarchy. Thers
were no transfers between levels during the period. Additiona! disclosures in respect of financial assets measured using Level 3
techniques are not provided as such assets are not materiat.

The fair vatues of financial instruments held at fair value have been determined based an available market information at the period end
date, and the valuation methodologies listed below:

» The fair values of forward foreign exchange contracts are calculated by discounting the contracted forward values and translating at
the appropriate period end rates; and

+ The fair values of cross-currency interest rate swaps are calculared by discounting expected future principal and interest cash flows
and transfating at the appropnate period end rates.

Financial assets and liabilities in the Group's Consolidated statement of financial position are either held at fair value or their carrying
value approxmmates to fair value. with the exception of leans, whicn are held at amaortised cost. Arnortised cost items whose fair value or
canying value approximate to far value are at Level 2 in the fair value hierarchy. Due to the vanability of the valuation factors, the fair
vealtipe preieqh:;G 2t 21 March M3y not ha indirative nf the amannte the Cemnn wermil A sxnert tn realige in the Citrrent market

environrment,

Derivative financial instruments and hedging activities

The Group enters into forward foreign currency contracts and cross-currency interest rate swaps to hedge the currency exposures that
arise on sales, purchases. depcsits, borrowings and leasing arrangements dencminated in foreign currencies as the transactions occur.
wWhere derivatives do not Meet the hedge accounting criteria. they are accounted for at fair value through profit or loss. The Group’s
policy regarding classification of derivatives is set out in note 1.

Cash flow hedges

The Group uses Cross-cuitency swap contracts to hedge the foreign currency risk on debt issued by the Croup. These are formaliy
designated in cash flow hedge relationships and hedge ineffectiveness is recognised immediately in the income statement.

Fair value hedges

The Croup maintains Cross-currency interest rate swap contracts as fair value hedges of the interest rate and currency risk on fixed-rate
¢ebt issued by the Group. These derivative confracts receive a fixed rate of interest and pay a variable rate of interest. These are formally
designated in fair value hedging relationships and are used to hedge the exposure to changes in the fair value of debt which has been
issued by the Croup at fixed rates.

22. Financial risk management

Interest rate risk

tnterest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market
interest rates. The Group's exposure to the risk of changes in market interest rates relates primarily to the Group’s fongterm debt
obligations with floating interest rates and the Croup's cash and cash eguivalents.

The Group's risk management objective. policy and performance are as follows:

Objective To manage exposure to interest rate fluctuations on borrowings by varying the proportion of fixed rate debt relative to
floating rate debt to reflect the underlying nature of its commitments and obligations. As a resuit, the Croup dees not
maintain a specific set propertion of fixed versus floating debt, but monitors the mux to ensure that it 1s compatible with

o B _ . s business requirerients and capital structure.

Policy The Croup s interest rate managerrent policy is 't menitor the mix of fixed versus ﬂoatmg interest rate gebt tc ensure

.. ... thatitis compatible with its husiness requirements and capital structure.

Risk management The Croup manages interest rate risk through the maintenance of a mixture of fixed and fioating rate debt and interest
rate swaps, each being reviewed on 3 reqular basis to ensure the apprepriate mix is maintained.

Performance As a1 31 March 2023, the Group had 83% fixed rare deht (2022: €6%) and 17% ﬂoatmg rate debt (2022 34%) based
an gross debt, including lease liabilities, of £1,016.8 million (2022: £2,290.1 million}.
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Notes to the Group financial statements (continued)

22, Financial risk management (continued)
The following balances are exposed to interest rate risk as shown below:

. 31 March 2023
lessthan Benweenone Greater than

LEns I3

one year ar bwo years two years ore yed
R £m £m Em £ L ki
Cas™ and cash equivalents o 451.7 - - 1,148.3 T -
ark and other Jorrowings 69.5 40.9 906.4 963.2 113.1 1.063.9

The following table demonstrates the sensitivity to a reasonably possible change in interest rates on that portion of loans and
borrowings affected, after the impact of hedge accounting. With all other variabies held constant, the Gioup's profit before fax is
affected through the impact on floating rate borrowings. as follows:

Year ended 31 March 2023 vear enced 31 Marc' 26002

Effect on profit Fhect o crart
Change in before tax Crarge rorletest Jetoee Ty
o o . o interest rate £ G £
CBP ) 3.0% 3.1 0.5% 3.7
The effect of fair value hedges on the Group's Tinancial posmion and performance for the year is as follows:
Year ended 31 March 2023 Yearerden 37 March 102
Change in Tharge
fair value of “urvalie s
hedging nEtlg g
Carrying  instrument used rein mert e
National amount of for calculating NLAICT e Qg
principal hedging hedge prrohel
e Lo R . ~ At instiument m:”m‘dwn.u;r R I A aees
Cross currercy irteres rate swap 246.7 (38.7) {4.1)

=1 SCNAL Ths Tat

pernonmvet E275 ~i g of fwed ate [0 275%) debt e
’ ~dy ertered o fu

rm2nt esponse roelate TTETEST ATe e, 1

Y

rleres ste" rg JeCt - &, e ag cated exzos.re tmItwas prediec win € 40 Ml se¢ dte cebt ard e cioss-

- BF ficatrg. Tmese mew rierew ra: LS WeTE Ml e grater ke hedoe rewsiorst T oara t erefore trey ere

Year ended 21 March 2023 veareme ¥ March JC22
Amount of
Change in nefectiveness AT 0
Camrying Accumutated fair value used recognised in the Carmnr g ALe praalet nefecver ess
amaunt of fair value for calculating income  SrrohaT of hedgens a0 e <

recge. o (51T ~ __ nedged tern adjustments  neffectiveness statement e a0,LSTT ET nehec e ess I
Cebt 241.7 306 73 3.2 234.8 227 137 (0.9

Ineffectiveness is included in the income statement in fingnce costs.
Liquidity risk
Liquidity risk is the risk that the Group becomes unable to meet payment obligations in a timely manner when they become due.

The Group's risk management objective, policy and perfermance are as follows:

Objective The Croup's chjective with regards ro 'iquicity risk is tc ensure that there is an appropriate balance between continuity,
flex:bility and cast of debt funding through the use of borrowings, wnilst also diversifying the sources of these boerrow!ngs
with a range of maturities and rates of irterest, tg reflect the .ong-term nature cf the Croup’s contracts and
commitments and Jts risk profile. )

Policy The Croup’s policy 1s to ensure the bus:ness s prudentty funded and that sufficient liquidity headroom is maintaines on

its facilities.

Risk management  Liguidity risk maragemert includes maintaining sufficient cash arc the availability of funiding from an adeguate amcunt
of committed credir facilities. Cue te the dynamic nature of the underlying businesses, Croup treasury maintains
flexiGitity i funding by maintaining cash ard{er availabiity under committed credit ines.

Fach of the sectors in the Croup provides reqular cash ferecasts for liguidity planning purposes. These cash forecasts are
used to maoniter and idertify the ligLidity requirements of the Croup, and to ensure that there is sufficiert liquidity te
meet cperatisnal needs while maintaining sufficiert neadreem on the Croup's commutted berrewing facilities.

The Croup utiises debit factering it support of the non-UK cperaticns of its Aviatior secter as part of its working capital
management arrangements.

Performance The Creup continues te keep under review its capif-a:‘ structure te ensare that the solrces, tencr and avallab\\i-ty of
finance are sufficient to meet its stated cbjectives. During the year ended 31 March 2C23 the Creup has repaic a €55C
millicn facility. No new facilities have been entered into.
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22. Financial risk management {continued)

The contracted cash outflows on bank and other borrowings, derivatives and lease lahilities at the reporting date are shown below,
based on contracteal undiscounted payments.

Less than Between Between Over
1 year 1 amd 2 years 2 and 5 years 5 years Total
o s o Em £m o kn o Em £m

At31March2023 B B
Bank and other boirowings _ S 74.2 45.2 847.9 729 1,040.2
Denvatives cash o;;_gtiqgv_;__sgttﬁcﬁrg_ssm_ - 28.7 145.4 1988  1,503.3 1,876.2
undiscounted iease payments 54.6 44.9 80.5 72,2 252.2
At 31 March 2022 )
Bank and other borrowings ) 9882 1131 510.7 553.2 2,145.2
Derivatives cash outfiows sett[eg_éfogi;______ I ) 55_; _ EOS ) 2464  549.6 ,,,,- 7@2
Derivatives cash cutflows settledner L e G4  Ca4
Undiscounted lease payments 115.6 106.6 172.G 106.3 4945

The impact of discounting for lease payments is £23.4 mition (2022: £60.4 miliion) resulting in lease liabilities of £228.8 million
(2022: £434.1 million). Other financial liabilities not included in the fable above such as trade and other payables are all expected to be
settled within one year.

Currency risk

Currency risk is the risk that the fair value or future cash flows of financial instruments will fluctuate because of changes in foreign
exchange rates. The Group's exposure to the risk of changes in foreign exchange rates relates primarity to the Croup's operating
activiies, when revenue o expense 1s denominated in a foreign cuirency, and the Group's net investments in foreign subsidiaries.

The functional currency of Babcock international Group PLC and its UK subsidiaries is GBP. T'he presentatian currency of the Group is
GCBP. [he Group has exposure primarily to LUR, ZAR, AUD and CAD.

The Creup’s risk management cljective, policy and perfermance are as follows:

Objective the Group's objective 1s to reduce expesule to volatility in earmings ang cash ficws from movernents in foreign currency
exchange rates. The Group 1s exposec to a number of foreign currencies, the mest significant being the EUR, ZAR, AJC
ard CAD.

Policy - In order to mitigate the currency nsk of adverse currency movements on foreign curmency denominated transacticons,

Transactional risk the Group's policy s to hedge all fereign currency transactions greater than £ 1Ck, using financizi instrurments where
agpropriate, Ihe Croup applies tFRS 9 he¢ge accounting rre_atment_g.@_ere appropnate. B

Policy - The Croup is 2lsc exposed te adverse foreigr: currency mevements on translaticn of net assets and income statemernts

Translational risk of fcreign subsidiznies and joint ventures and assoc ates. it is not the Croup's pelicy to hedge through the use of

dervatives the translation effect of exchange rate mcvements on the income staterrents or statement of financial
positions of overseas suksidianes and jaint ventures and associates it regards as fong-term investments, However, where
the Group has maternial assets derominated in ¢ foreign currency, 1t wil! consider matching the assets with foreign
currency denominated debt. o -

Risk management Currency risk management inctudes hedging the underlying foreign currency exposwies in the fereign exchange marker
with approved counterparties. Currency fransactions are recerded and menitered 16 the treasury ranagement system,
Each of the sectars in the Graup provides a quarterly foreign currency expasure repart to maeniter the level of currency

o hedge cover is appropriate. o o o o -
Performance Ail material firm transactional exposures are economically hedged using foreign exchange forward contracts.
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22. Financial risk management (continued)

The effect of cash flow hedges on the Group's financial position and pedfarmance in the year was as follows:

Year ended 31 March 2023

- Change infair
Change infaic value Amount
value used for  recognised in reclassified  Ineffectiveness
calculating other from cashflow  recagnised in
Nominal Carrying Hecged hedge comprehensiv hedgeresarve  profit and loss
qedging Oy netTs £ ) o amount value Maturity rate _effectiveness eincome to finance cost (ﬁmmic_q5917
Hedge instrument: £rass 2. ency swap . _€215m [(£8.2)13/09/27 1152  (95)  (985) (1000 -
Redged iterm: TUR denominated debt €275m  £241.7 13/09/27 NJA 10.0 NJA N/A N/A

As outstanding cash flow hedges matwed in 2023, the amount previously recognised in the hedging reserve has been reclassified o
the income statement. Any new derivatives executed to hedge purchases and sales in foreign currencies have been treated as economic
hedges with the fair value changes recognised in the income statement rather than through other camprehensive incorme and therefore

disclosure has not been provided on such items.

Zraige w tar

Thaoge niar Ve Amenry
va Le s sed for ecogiised n eclossined ettect weess
calailating e brorm 23sn flow recagr. serl e
foen 0y Tarmy e e e N T TETE e SroPT e
HEGgIneg NSTILmenTs £ an cant . el e Marirny [ES arfecryer ese DoTe T b reaRce Cost
Hedge 'nstrument: Cross currency swap £275m {17.7)13/09/}27 1.182 2.8 (2.4} 10.4)
Hecged item: LUR dencmrenated debt £275m J31.7 13)C9yz7 NYA 2.4} P | A M A

Al e ! Teeran
r—ri-r_J I'_;__F':Trl gy ’_ - o . Rh oy e 7;3‘.:,:11 = RN
Hedging ferecast purchases in FUR 0032023 t3el7 o {30
Fecgirg forecast saes in CEP 17j0412023 0.8929 .
Heaging forecast purchases/sales in CHF{EUR™ 200112023 - G.9387 (1.G; 1.¢ 22
Hedging forecast purchasesjsalesin EUR/NCK®® 21409/ 202: 10.45CC - - - ) -
Hedging forecast purchasesjsales in othes currencies™ 1941012022 NiA 0.2 e 1.4} (387
Cash flow hedges 2.9 2.9 (2.7) 2447
*tarcondealy rmmatensl ters
The fallowing table demanstrates the effect on profit before tax for reasonably possible changes in FUR, ZAR, AUD and CAG
exchange rates.
Year ended 31 March 2023 ear aToert 3 Werll TCTL
Effect “Heet
Effect on other Crenge 1 frect o ctrer
Change in onprofit components foreigr onoprofit compcnents
foreign before tax of equity (St R Cetcre W@x et
currency rate fm _ £m rare
EUR™ ) o ) . ___ - _ _ 5% 1.5 1.5 5%
AR — - L - 5% (2.9) 2.0) 5%
AUL o _ . - 5% {04 {0.4} 5%
ce ) o 5% {0.4) {0.4) %

T e eers Ty Ty aras $ axCuies tNe rroach O ITe 2 sRse
TCore Ccooar.

Under the Group's economic hedging policy, the terms of the forward contracts are arranged to align with the expected timing,
cufrency and amounts of the hedged tems. The Group typically enters into forward contracts where the hedge ratic is 1:1 on the
basis that the noticnat amount of the designated hedging instruments matches the principal amount of the forecast foreign

currency transaction.
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22. Financial risk management (continued)
Credit risk

Credit risk is the risk that a counterparty will not meet its cbligations to the Group, which would result in a loss for the Group. Credit risk
arises fiom trade and other receivables, cash and cash equivalents. investments and derivative financiat instruments.

The Croup’s risk management objective. policy and performance are as foliows:

Objective Tne Croup's opjective 1s to ensure tnat the Group contirues o operate with an acceptadle fevel of credit nisk, based oo

management’s jJudgement, assaciated with its operating activit es, suc™ 35 custemer Tade “ecanvabees, and financial
) activities, inciuding cash deposits and financial Inst-uments.

Policy Tne Group's aohicy Is to manage cred nsk by setting and reviewng appraonate credit imats for non-government
commercial customers, being the Craup's main exposure to credit risk. With regards to financial institutions, credit limits
will be set according to the respective firancial institution’s credit rating. Counterparty bank credit nisk is closely

. monitored on a systematic and ongoing basis. ) L
Risk management  Currency nsk management includes performirg credit checks on non-government commercial customers and setting and
__cnly perferming fimancial transactions with approved investment grade counterparties,
Performance Expected credit oss on trade receivable potfoliofprovisions of £7.4 million {2022: £14.6 mitlion]. The carrying amount
_ofthe Group’s financial assets represents the maximum exposure to credit risk,

Cash and cash equivalents and derivative financial instruments

The Group utihses approved investment-grade counterparties to carry cut treasury transactions, including investments of cash and cash
equivalents, with counterparty bank credit risk heing monitored closely on a systeratic and ongoing basis. A credit imit is aliocated to
each institution taking acccunt of its market capitatisation and credit rating, and as such credit risk on these counterparties is nct
considered to be material to the financial statements.

The Croup’s counterparty credit raning s as foliows:

o L o e o o ,,M,, 2 Merch 2077
AA-or figher o : : Lo 8% 15.3%
Arto A o o S S 45.0% 78.7%
BBB+tcBE- 1% 6.0%

Trade receivables

The Croup's assessment is that ciedit risk in relation to custormners or sub-contractors to governments s limited as their probability of
default is considered to be extremely low, The provisicn for expected credit fesses for receivabies from governments and sub-
contractors to government customers is therefore considered immaterial in the context of the receivables balance. The Group manages
credit risk in relation to trade and other receivables for all non-government commercial custemers through various mitigating contrals
including credit checks, credit limits and ongoing monitering. Expected credit losses are assessed for all non-government custormers,
however this is not considered to be material to the financial statements.

For trade receivables, the Croup measures a provision for expected cred it fosses at an amount equal 1o lifetime expected credit losses,
estimated by reference to past experience and relevant forward-looking factors. For all other assets the ioss allowance is measured using
12-menths expected credit tosses unless there was a significant increase in credit risk since initial recognition. Forward-locking factors
are applied to hermogenous groups of receivables which share characteristics and are based on an estimate of how cerporate failure
rates may change reiative to historic tevels given the current economic environment.

The Group considers that defauit has occurred when receivables are more than 90 days overdue and recognises a provision of 100%
against all such receivables unless there is evidence of recoverability at the individual receivable level. The movement on the provision
for expected credit losses is as follows:

2023 kil
e e o . £m £
Balance at 1 April - e o B (4.6} B (71 Z_é)
Charged to the inceme statement 1.7} (3.0
Receivabies written off during the year as uncallectable . - -
Unused amounts reversed e o ) ) i o o 2.0_ ) Q.7 '
Cisposal of businesses 7.4 S
Exchange differences o - - e o
Balance at 31 March (7.3 (14.8)

The creation and release of provisions for impairment of receivables have been included in aperating costs in the income starement.
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22. Financial risk management (continued)

Ihe Group writes off a recevable when there is evidence that the debtor is in significant financial difficulty and there is no realistic
prospect of recovery, for example, when a debtor enters bankruptcy or financial reorganisation. None of the trade receivables that
were written off dunng the year are still subject to enforcement activity. The ageing of trade receivables is detaiied below:

Year ended 31 March 2023 - Tear 2mies 2t Marcn 2022
Gross Provisien Net Fropsion et
o B o B o o Em £m £m o £ . in
Notpastdee 291.3 - 2913 228.0 .1y 296.9
Up to 90 days overdue ) 3.7 {0.1} 36 7.4 7.4} -
Past 90 days overdue . __ .13 (7.2} 5. &1 (8.1) -
307.3 {7.3) 300.0 311.5 (14.6) 296.9
The maximum exposure to credit risk at the reporting date 1s the carrying value of each class of receivables mentioned above. The
Croup does not hold any collateral as security other than retention of titie clauses issued as part of the ordinary course of business.
For contract assets the expected credit loss provision is immaterial as the prabability of default is insignificant. No expected loss
provision has been recorded 1n respect of loans to joint ventures and associates.
Offsetting financial assets and liabilities
Year ended 31 March 2022 - vear =raed 30 Varem ZOZC
Balance  Amounts not Net e APToTTs 20T e
sheet. offset’ balances steet cfset Loorces
_ B £m £m £Em Fr En £
Assels
Casnand cash ecuvalents 451.0 (189} 4321 1463 (388.8] @ 757.4
Dervatives - o ;7L(§_?, = 114 f1.4) -
Liabilities L
Eanik and other borowings {189} 1839 - (8€3.4;  388.9  (474.5)
Cerivatives - o (66.1) 6.9 {59.2) {94.1} 114 (827

moettyr 2f s
ni=c
5T et e.ow for ret cettiermient, noweyer the Lreus Es ~¢ rtent on o ret sethe anc 1"ersfore
sanisfed zre tne Cenwval ve 2eT ars Cervatwe 13k es mave teen presented gross .noohe statemert of fitanc 3 pesitier,

T The Jiolp mesthe €Gal ng crty afrer the
chesere fina

ne Ax3Zcrteraare r

C 3MMarceen
ITCE Wit

Capital risk

Capital risk is the nsk that the entity may not be abte to continue as a going concern. The capital structure of the Croup cansists of net
debt (borrowings disclosed in note 19 after deducting cash and cash equivalents} and equity of the Group (comprising issued capital,
reserves, retained earnings and non-controlling interests as disclosed in note 24. The Croup is not subject to any externally imposed
capital requirements.

The Group's risk management objective, policy and perfermance are as follows:
" The Cieup’s cbjectives when managing capitel are te sefequard its abwliitiyit'c continue as & (jo'iﬂrgr cercern, anc o prEwde
returns feor shareholders and other stakeholder benefits.

Objective

Policy The Croup's peiicy is to protect and strengthen the Croup staterrent of financial positior through the appropriate
palance of debt and equity funding.

Risk management The Croup marages its capital structure and makes adjustments e resperse to changes to ecenomic conditions and the
strategic objectives of the Croup. The Croup raises finance in the public debt market from financial institutions, using a
variety of capital market irstrumerts and borrowing facilities, o

Performance During the current financial year, the Croup has ertered inte an overdraft facitity of £5C mithon. No cther new facilities
have beer entered nto.
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23. Revisions to historic acquisitions within the IFRS 3 measurement period

Under IFRS 3, when new mformation obtained about facts and circumstances that existed at the acquisition date arises within the
measurement pericd, the Group is required to adjust amounts recognised through the acquisition accounting. Post-acquisition, we have
determined that assumptions used to calculate a painjgain share provision in respect of the Naval Ship Management (Australia) Pty
Limited ("NSM') acquisition did not reflect the facts and circumstances at the acquisition date. This has resulted in an increase to
provisions of £2.4 million at 31 March 2022. The reduction in net assets acquired has increased the goodwill by £1.0 miltion,

increased acquired intangibles by £1.0 million, increased deferred tax assets by £0.4 million at 31 March 2022,

31 March 2022 - Group statement of financial position {extract)

31 March 2022 {ur) Acgussitian

(previcusty accounting 31 March 2022
L . o o . pubhshed}  adpustment frestared)
Assets ... . e -
Non-current assets S
Goodwill ) h T T T 7324 10 7834
Other intangible assets ) 1757 1.0 176.7
Deferred tax aséet ) 47.0 0.4 o 7?_4
Total non-current assets * 2,461.1 2.4 2,463.5
tiabilities
Current liabilities )
Provisions {53.2) (2.4} {55.6)
Current liabilities " {2,480.3) (247 (2,482.7)
Equity
Retained sarnings T T 2y - (1A
Total eﬁﬁiiityw‘ o I ' 701.5 - 7015
" Tretabie aoeove relodes 3oy tncse fimgtc g statertent [ne ftems wWh o mewve Beer resiated, The f0TE. TOR Cotrert 38591, TCr-cortert 12l ey, 1 2gu Ty daroet

rherofore reprose~tthe surm siire ore toms sreserted acove,

24. Share capital

Ordinary shares of 60p Total

B Number E’.T_'..

Allotted, issued and fully paid
At 1 April 2022 and 31 March 2023 505,596,597 303.4
Alletted, issued and fully paid
AT 1 Aprit 2021 ana 31 March 2022 50E,59€,597 303.4

Potential issues of ordinary shares

The table below shows options and conditional share awards existing over the Company’s shares as at 31 March 2023 that are capable
of being met on exercise or vesting by the issue of new shares. They represent outstanding awards granted under the Company's
executive share plans. The awards were granted directly by the Company and satisfied by the Trustees of the Babcock Employee Share
Trust (BEST) - a total of 10,346,859 shares (2022: 9,945,822 shares). The Company decides from time to time whether to satisfy the
awards by way of 3 fresh issue of shares (either to the award holder ¢r to the employee share trust) or by way of financing the employee
share trusts to purchase aiready issued shares in the market. his decision is made according to available headroom within the dilution
limits contained in the relevant share plan rules and what the Directors consider to be in the best interest of the Company at the time.
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24. Share capital (continued)

Potential issues of ordinary shares (continued)

2023 20727

i date ¥oro JESTCEE DErGo ,,N,LETB,EL N e
13 june 2018 D8P o 13/26/2021 - 13/06/2022 - 23335
131ure 2019 o 13/06/2027 - 13/06/2022 - 14663
13une 2019 G o 13106/2022 - 13/06/2023 22,971 224,383
3iee 202 50 13/06/2022 13062023 - 2330777
130e 2019 P53 13/06/2024 - 13/06/2025 - 803,839
3 August 2020 oo 0310812022 -03/08/2023 44300 145,306
3August2020 _ DBP ©03108/2023-03/08/2024 109,929 109,929
13 August 2020 DBP’ 13,08 2022-13j08/2023 - 8,474

13 August 2020 o B ;os;zo >3- 13/08{2024 192,096 192,096
1 December 2020 PSP ~ 01[12/2025-01{12/2026 1,389,984 1389984
1 December 2020 PSP o o1y ;2023 01{12{2024 1,470,518 1,653,975
24 Algust 2021 e | 22/08[2026 - 24{08/2027 769,165 769,165
24 September 2021 DBP © 24[08[2024 - 24/09/2025 45312 45312
24 September 2021 Psp 24]02[2024 - 24[09/2025 _ 1,368,274 1,606,839
24 Septermber 2021 S 24{09/2026 - 24/09/2027 __ 553,388 626,704
1August 2622 nep- 01/08[2022 - O'fcsgvou 551,420 -
' ALgust 26T CEP _ 01/C8/2022-01/C8j2025 218,895 -
TAugust2CIC o psp T 01/C812020 -0 JCR)20 2,191,017 -
1 August 203 2 Por  01/0812022 - 0108 /027 1.419,589 -

10,346,859 9,345,822

Options granted ta Directors are sumnmansed in the Remuneration report on pages 131 to 133 and are included in the outstanding
options sef out above.

1. 20L% Ferformirce Shae Flar (7

2. CEBZ - Award ssaec withoLt matchrg shares, bos twosye 2 vesl 7y pen o,

3. CEF - Awarc isseed withoul maienitg sha es, —as trree yelr vesirg Cer oo,

4. CBF Awarg ssued wiloot matomimg shares, may Iresye @ veslng “ercd.
e c

I he tabie below shows shares aiready held by the trustees of the BEST in order 1o meet these awards.

31 March 2023 o
Sharas newly Shares Sheres
issued by the bought in v baughr 1
} Company the market T pary tre marker
BEST - 69,517 - 398,026
Total ) L - 69,517 - 3%88,03¢
A reconciliation of PSP and DBP meovements is shown befaw:
3TMarch 2023 3. Marek SCiZ
Number Namzer
R e o e e e . . Teod o
Outstanding at 1 April o o - 9,946 10,438
Crarted o L o 4492 3.222
Exercised - e i - 350) (2 63]
Ferferted lapsed {3,741} (3,451]
Qutstanding at 31 March 10,347 9,946
Exercisable at 31 March 67 18

The weighted average share price for awards exercised during the year was 339.1p per share (2022: 319.3p per share). The weighted
average fair value of awards granted in the year was 327.1p per share (2022: 312.3p per share)

Curing the year 21,362 ordinary shares (2022: nil shares) were acquired or subscribed for threugh the Babcock Employee Share Trust
{‘the Trust’). The Trust holds shares to be used towards satisfying awards made under the Company’s employee share schemes. During
the year ended 31 March 2023, 349,881 shares {2022: 263,427 shares} were disposed of by the Trust resulting from options
exercised. At 31 March 2023, the Trust hetd a total of 69,517 ardinary shares (2022: 398,036 ordinary shares) at a total market value
of £207,717 (2022: £1,291,682} representing C.01% (2022: 0.08%) of the issued share capital at that date. The Company did not pay
dividends to the Trust during the year. The Company meets the operating expenses of the Trust.
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24. Share capital (continued)

The Trust enables shares In the Company to be held or purchased and made available to employees through the exercise of rights or
pursuant to awards made under the Company’s employee share scheme. The Trust s a discretronary settlement for the benefit of
employees within the Croup. The Company is excluded from benefitting under it. It 1s controlled and manraged outside the UK ang has a
single carporate trystee which is an independent trustee services organisation. The nght to remove and appeint the trustees rests
ultimately with the Company. The trustee of the Trust is required to waive both voting rights and dividends payable on any share in the
Company in excess of 0.00 1p. unless otherwise directed by the Company.

25. Share-based payments
The charge to the income stateiment has Heen based on the assumptions below and s based con the binomial model as adjusted,

allowing for a closed form numericat-integrated solution, which makes it analogous to the Monte Carlo simulations, including
performance conditions, The detailed description of the plans below is included within the Remuneration report.

During the year the total charge relating to employee share-based payment plans was £9.4 million {2022: £5.5 million}, all of which
related to equity-settled share-based payment transactions.

After tax, the income staternent charge was £7.6 million {2022: £4.5 million).

The fair value per option granted and the assumptions used in the calculation are as follows:

PSP and DBP’

Slare price
.ﬂ‘[ﬂrﬁ'rr'r

i phices szt ey Traabar

e o R el meaf ol

Ve ce Ser e ]

2027 PSP 2 3514 L 55.0% 01)08/27
2¢22 P3P €13.078 3514 100.0% . 55.0% 07/08/23
2022 PSP T BOE,5" 1 35 4 10C.C% 168.7 55.0% 010 ,’”

2022 CAP 218895 3574 CC.0% - 55.0% C1/08[2
2022 CBE 553 420 351.4 100.0% - . 55.0% cuos‘fzﬂ
2021 P5p 769,765 ERAKS 100.0% B 3759 55.0% 24/08/2
2 626,704 33C.2 100.0% - 3250 55.0% 2ap09/2:
1.780.849 3802 106.0% - 3802 S5.0% 2470923

"' 45312 3802 10C.0% L3802 950% 24092

T €95458  350.0 100.0% - 3082 52.0% c-mﬂ C
2097247 3500 10C.0% 350.C 55.0% C1712/20

7 1,341,477 350.0 100.0% 1379 305.2 12{20
2020 DEP_ _11832C 2890 100.0% - 289G j08/2C
2020 DRP 146306 289.0 10C.C% - 2880 % C3/08/20
20200BP 192,096 284z 10C.C% - 284.2  55.0% 13/08)20
2C2C CBF . 8474 2842 10C.0% - 2842 55.C% 13/C8j20
2019P5P 1,370,671 4728 - 70.9 4728 450% w;fosf 19

2018 PP 7 3019033 4728 - 709 4128 450% 13/0
2019 DBP ©TTTT T 333,909 472.8 100.0% - Taizaw 45.0% 13;0

2619 DBP 93,430 4728 100.0% - 4728 45.0% 13/06 /

201808 187,433 856.0 100.0% - 856.C  56.C% 13/06/18
s T sanr wseo Tooor - sseo  3eon 3ioef1s

1,PSE = 2008 Performance Stare Slan gnc DB = 2012 Ceferreg Borus Plar,

The vesting period and the expected life of PSP awards are three years. The vesting period and expected life of DBP awards was one year
for awards made in August 2022 and twa years for previous, other than for Executives where the vesting period is three years. The
holders of all awards receive dividends.

PSP awards far 2019 are spiit evenly between the performance criteria of TSR, EPS and ROCE.

For PSP awards made in December 2020, 2,786,705 were made via the use of restricted shares with a three-year vesting period. There
are no performance conditions attached. A further 1.341,477 awards were made where the performance criteria is 50% against free
cash flow and 50% TSR.

Babcock intersational Groug PLL | Adruar Repert ang Franca Statements 2023 227



Notes to the Group financial statements {continued}

25. Share-based payments (continued)

PSP awards made in August 2021 of 769,165 shares include performance criterta weighted to 50% against free cash flow targets and

50% against TSR performance.

PSP awards made 0 September 2021 of 2,407,553 shares were made via the use of restricted shares with a three-year vesting period.

There are no performance conditions attached.

For PSP awards made in August 2022, 3.318,343 were made via the use of restricted shares with a three-year vesting dericd. There are
ne performance conditions attached. A futhet 403,255 awards were made where the performance critena 1s 50% agamnst free cash

flow and 50% ISR,

There are no performance conditions attached to the DBP.

The expected volatility is based on histarical volatility over the last one to three years. The expected life is the average expected
period to exercise. The risk-free rate of return is the yield an zerc-coupon government bonds of a term consistent with the assumed

cption life.

The Group also operates the Babcock Fmployee Share Plan which allows employees ta contribute up to £150 per month to the fund,
which then purchases shares on the open market on the employees’ behalf. The Group provides matching shares, purchased on the
open market, of one share for every 10 purchased by the employee. During the year the Group bought 140,340 matching shares

(2022: 159,494 matching shares) at a cost of £0.4 millicn {2022: £0.5 million).

The Group also operates the Babcock Employee Share Plan International which reflects the structure of the UK Plan. During the year no
matching shares were purchased cn the open market (2022: 4,784 matching shares} and 1,055 matching shares vested (2022: 2,823

matcting shates) leaving a balance cf 5,918 marching shares (2022: 6,973 matching shares).

26. Retirement benefits and hiabilities

Defined contribution schemes

Pension costs for defined contribution schemes are as follows:

Cefined ccnfribut\oﬂ schemes

Defined benefit schemes

Staterment of financial position assets and liabilities recognised are as follows:

Year ended
37 March 2023
£m

94.6

31 March 2023 = Mo 3052

. . _ £m _ o £rr
Retirement benefits funds ir surplug 94.8 300.9
Retirerment benefits - funds in deficit {156.2) 0 09_3"}
(61.4) 121.6

The Croup has a numeber of defined benefit pension schemes. The principal defined tenefit pension schemes in the UK are the
Devonport Royal Cockyard Pension Scheme, the Babcock Internaticnal Croup Pension Scheme and the Rosyth Royal Deckyard Pension
Scheme (the Principal schemes). Each of these schemes s predominantly a final salary plan in which future pensian levels are defined
relative to number of years' service and final salary. Retirement age varies by scherne. The nature of these schemes is that the employees
only contribute whilst they active employees of a scheme, with the employer paying the balance of the cost required. The contributions
required and the assessment of the assets and the liabilities that have accrued to members and any deficit recovery payments required
are agreed by the Group with the trustees of each scheme who are advised by independent, quaiified actuaries.

The Group also participates in the Babcock Rail Ltd Shared Cost Section of the Railways Pension Scheme (the Railways scheme). This
scheme is a multi-employer shared cost scheme with the contributions required, the assessment of the assets and the liabilities that have
accrued to members and any deficit recovery payments all agreed with the trustees who are advised by an independent, gualified
actuary. The caosts are, in the first instance, shared such that the active employees contributre 40% of the cost of providing the benefits
and the emptoyer contributes 60%. However, the assumpticon is that as the active membership reduces. the iiability will ultimately revert
to the Croup, and as such, it is assumed that the entire cost of the Railways Scheme is met by the Group. The Croup's share of the assets
anc liabilities 1s separately identified to those of other empiovers in the scheme and therefore the Group cannot be held liable for the

ckligations of other entities that participate in the Railways scheme.
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26. Retirement benefits and liabilities (continued)

Defined benefit scheme risks

Throwigh its defined benefit pension schemes, the Group is exposed to a number of risks, the most notable of wnich are as follows:

Risk o - )
Asset volatility - discount ~ates {determined w'th eference fo
AA coiporate bond yields) are used to defermene expected
rerurns on plan asserts. Asset yields which vary from this
expected ietum will esult in an ncrease or decrease 0 the
aveal surplus | deficit,

Following the 23 September 2022 UK ‘mini budget’, gilt yie'ds
increased at an urprecedented rate causing sigrnificart market
turmeil - increasing the asset volatility risk durnng the year.
Inflation - the majcrity of persicn scheme obligations are
index-linked and therefore exposed to inflation risk. Increasing
inflation will lead to higher liabilities, Inflaticn assumptiors as
applied to pensian ahligations are a iong-term assessment of
inflat‘on over the life of the scheme.

Life expectancy - the majenty of ohngations are to provae
benefits for the Iife of the member and therefore changes in life
expectarcy of the scheme participants will impact the habibty
pesinen. . . L ,
Interest rate — movernents in corporate bond yields will result
'nachange ta the plan liabities. Simitarty, movements in qilt
yiewds in seaticn wil have ac im@act on the scherres funding
pesiticns.

Salary increases - changes In song-term szlary increases will
impact tre fina sa.ary posthion on which pensicn bernefits are
derermined.

Mitigation

Pension screme assars ate neld in a diversifad portfolio of assets 'n order o
~nimmize risk arising from asser etur voratity. Invest ments are wel!
diversfied, such that failure of any singu.a™ pvestment wouid not have a
matara impact on the overail level of assets. The asset investmant strategy s
agreed foiowing consultaton netween the Group and the plan Trustees.

The Croup and the plan Trustees monitor the schemes clasely - especially
during periods ¢f sigrificant turmaoil and will mantain a diversified investrment
strategy intended t¢ minimize asset volatility.

The plan Trustees asset management policy Includes investing in inflaticr
tedging assets such as inflation linked bonds to mitigate this risk

The Grocup momitors the nisk of increasing life expectancy and will, from time to
time, take out longevity swaps to mitigate this risk - the mest recent of which
was ' 2009,

fhe trustee’s asset management policy incluces investing .n bends ana

theretore ary impact on change in bond yields or the plan habilities is partially
cffset by returns cn assets.

The asset portfoimn invests in assets which increase in value as irterast rates
decrease and trus the schemes holdings are designed te hedge against
inte-est rzte risk for mest ¢f the fundec labiidies.

e 2019, the C-rc-up-clcséd the Babcock Interratoral Creup Persior Scheme fc

future accrual for some employees; and, in 2020, clesed the Rosyth Reyal
Cocxyard Pensior Scheme ta future accrual for all employees.

The defined benefit schemes are prudently funded by payments to legally separate trustee-administered funds. The trustees of each
scheme are required by law to act in the best interests of each scheme’s members. In addition tc determining future contribution
requirements {with the agreement of the Group), the trustees are respensible for setting the schemes’ investment strategy (subject tc
consuftation with the Group). All the schemnes have at least one independent trustee and member nominated trustees. The schemes are
subject ta regulation under the funding regime set out 1n Part Il of the Pensions Act 2004. The details of the latest formal actuarial
valuation of the scheme are as follows {the actuarial valuation of the Devonport Royal Dockyard Scheme as at 31 March 2023 and the
actuarial vaiuation of the Babcock Rail Ltd section of the Railways Pensicn Scheme as at 31 December 2022 have commenced):

Cate of last fOF-F-Hgi_C"(JF-T‘nD]-EE_U__El_C_tGEF-iE!I valuation
Number of active members at above date

Actuarial valuation methed

Resuits of formal actuarial valuation:

Value of assets

Porcock Rl

Levenoon kaLceck Rosyth seciich, of the

woyel Dogeyare Iriermnaticizl Creop Reyal |neckyerd Reelwaye Fensicr
fetene ~ Scherre o Schere . Schere
31/03/202¢  31§03/2022 31/03{2021 31/12/2019
1,607 08 - 180

Projected unit PLéjgcted unitr ”Projectéd uﬁit  Attained age_

£271m

£1.894m  F1,529m " £946m

Leve! of funding

90% 105% 86% 92%

The Group also participates in or provides a number of other smaller pension schemes including a number of sections of the local
government pension schemes where in most cases the employer contribution rates are fully reimbursed by the administering
authorifies. It also participates in the Magnox Electric Group Section of the Electricity Supply Pensicn Scheme and runs the Babcock
Naval Services Pension Scheme, which commenced winding up in 2021, and for which the MGD retains liability.
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Notes to the Group financial statements (continued)

26. Retirement benefits and liabilities (continued)

The Group's cash contiibution rates payable to the schemes are expected to be as folliows:

4anCock 43

1ol seLnio ¥

Bl syt nvil e Ratways

oy Leckyatd = gl TR
e e Someme Sohe e ot ]

T4.0% -

furure service contribution rate 21.6% 030.3% Ny A 12.48% - 480% -
Future service cash contributions £121m  £3.2m - £0.5m  £23m  £18.4m
Deficit contrinutions £13.6m £13.7m £i12.4m £1.5m £1.6m £47 8m
Additioral longevity swap payments £7.3m E3.6m £4.3m - - £15.2m
Expected employer cash costs for 2023724 £38.0m  £20.5m £16.7m £20m  £39m  £81.1Im
Expected salary sacrifice contributions £5.8m £Q.4m - £0.5m £0.8m £7.5m
Expected total employer contributions £43.8m £20.9m E16.7m £2.5m £4.7m £88.6m

Where salary sacrifice arrangements are in place, the Group effectively meets the members’ contributions. The above level of funding is
expected te continue until the next actuarial valuation of each scheme is completed: valuations are carried out every three years.

The expected payments from the schermes are primarily pension payments and lump sums. Most of the pensions increase at a fixed rate
o1 in line with RPl or CP!inflation when in payment. Benefit payments commence at retirement, death or incapacity and are
predominantly calculated with reference to final salary. The levels of deficit contributions reflected above are expected to continue until
technicat provisions {self-sufficiency for the Babcock international Croup Pension Scheme) funding levels are met either through asset
performance or funding.

Artitouyil the Sroup aalicipdies Lidi sUhenie surpiuses win be uliiseu during the file of e sciiene o dduiess ieiber venei, tie
Group recognises its retirement benefit surpluses in full In respect of schemes in surplus, on the basis that it is management’s judgement
that there are no substantive restrictions on the return of residual scheme assets in the event of a winding-up of the scheme after all
member obhgations have been met. The Cioup aiso considers that rhe frustees do not have the power to unilaterally wind-up e
schemes or vary benefits.

The latest full actuanal valuations of the Croup's defined benefit pension schemes have been updated ta 31 March 2023 by
independent qualified actuanes for IAS 19 purposes, on a best estimate basis, using the following assumptions:

Babcock Rait
Devonport Ltd section of
Reyal Babcock Rosyth Royal the Railways
Dockyard Intermnationat Deckyard Pension
March 2023 Scheme  Group Scheme Scheme Scheme
Rate of Increase inrprepisilcnabie szlaries } 3.0%w_ 3.0% - 0.5%
Rate of increase nsﬂ(past ser\ﬂciei‘nﬁ ] 2.8% 3.2% 3.3% 2.9%
Discount rate o T 4.8% 4.8% 4.8% 4.8%
inflation rate (RE) Zyeas 17T 6.9% 6.9% 6.9% 6.9%
Infiation rate {RFY] - thereafter 3.3% 3.3%  3.3%  3.3%
inftatiar: rate {CPI} - year i S 4.7% 4.7% 4,7% 4.7%
inflation rate (CPY) — theresiter o 2.8% 2.8% 2.8% T 28%
Weighted average duration of cash flows (years) 13 12 13 13
Tota' ife expectancy for current pensioners aged €5 (years) - male 85.5 86.3 84.4 85.0
lotat life expectancy for current pensioners aged 65 (years) - femate 87.5 88.9 86.8 87.3
Total life expectancy for future pensioners currently agea 45 (years) - male 86.2 86.8 85.6 86.0
lctat Iife expectancy far future pensicners currently aged 453 {years) - femase 88.5 89.4 £88.1 88.5
March 2022
Rate of Increase in pensionatue salares ] 4% 3.4% - 0.5%
Rate of increase Hpensia;(piagf éérwce] 3.2% 3.5% 3.7% 3.2%
Discount rate T T 2y Tz 2% 20%
inflation rate {RFi] o o B T37% 3.7% 3% 36%
Inflericr: rate (CPl) 3.2% 3.2% 3.2% 3.2%
Welghte-d_a-'uﬁ-érég-é duraf\cﬁ_c;f_c_é_sF. ﬂg\imsi(yg;rs)m T T e 14 18 17
Toi.37-1}¥E;<b-e_ca_r.zy_f6r_c_ﬂr-rént pensicners ag'ec 65 (years; 7785:9 8%-:.8 8.0 853
Tctal life expectancy for future pensioners currently agec 45 {years, 86.€ 87.4 85.9 86.4
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26. Retirement benefits and liabilities (continued)

Ihe fair value of the assets and the present value of the Habilities of the Group pension schemes at 3 1 March were as follows:

2023 o A .
Principal Railways Other i wavs
schemes scheme schemes Tetal crere 2
o B £m £Em £m £&m £ * B £
Fair value of plan assets B B ~ )
Crowth asse’s o o
_ fguities i S 3.1) 10.6 26.6 340 3156 143 306 765
Prapey funds 30y 0.2 59 3078 364.0 a0 5.1 3892
__highyield bondsjemerging market aebt - - 0.4 04 444 - 04 445
__Absolute return and multi-strategy funds 6.0 148.0 17.5 171.5 460 1829  31.8 2607
Low-risk assets e R
Bonds 12217 95.5 451 13683 19241 772 775 2,078.8
Matching assets” 1,524.7 14 21.7 15478 20940 1.3 1018 2197
L.ongevity swaps and annuities {231.8) - (10.1) (241.9) (283.5) - (10.2)  (293.7)
Fair value of assets 28252 255.7 107.1 3,188.0 4,220.3 275.8 237.0 4,733
Percentage of assets quoted 79% 100% 70% 80X  34%  100%
Perrertage of assets urquoterd ) ) 21% - 30% 20% 1A% -
Present value of defined benefit obligations e o
6ci|vgmenﬂrbersﬂ 450.7 45.7 21.7 518.1 7580 6597
Deferrec persicrers - 686.6 65.3 347 7866 1.066.2 935
Pensioners 17736 1305 406 19447 21704 1679
Total defined benefit obligations  2,910.9 2415 97.0 3,2494 39926  377.
Net {liabilities)/assets recognised in the o
statement of financial position N {85.7) 14.2 101 {61.4) 2277 (5v3p 152 AR

+ T

Toe raromirg 25scis [un e COCL mrerraronzl Lrolfp Pensicr Sceme, Deverpart Reye: Docyard Pens.er Scherme ar © Rosyth Roye Sockyars
crmai iy cormpnse 2 % aneity Criver 'rvestmert” porfeirc for eachi scheme, whchirvest or g s, Networ< Rl corcs, gof retorere
ara nfignicr Swaps, esset sSwaLs arc (25T, of  segregiled Bavs. cor e Babcoax nerranoral Croor Persor Schere zrd the Ceve
Scireme, there are 31Isc MVvesimeris b Nyestmer! e crect, vig orh rcated porfolios and occlec nvest—ert venicles. The verous segrey ac
ard pocled nvesiTent weh’ce eack wlise cervil ve cortracty, The Trustee has autrefised the use of dervatives By sre irvesirent mavager for efficient
CCCIC MErgGEMErt ZLpaies re.LCIrg te 1edure certair nvesiment rsws o as nterest rate nok and nflclgn sk Tre prmananirvesirens \nocervat
Gt repurchase agreerments, inte est éle ard n¥al on swaps in tre matching portfocs e
ro'eCed wtrs The matomitg assers 2 d eg caticns. The Matching assets Category incuces gress 2ssels of 72,580 minen (2022: £2,.886 m i
Ay8001ATEC reporchase agreemert natilitos rlicr (20220 £1,872 mulien). fepurchase agreements : n
cfser the screme's exposures tointerest ard nflat on rates, whilst remzirng mvestes ir zssets of 2 amitar nse crofie,

The schemes do not invest directly in assets or shares of the Group.

2rs on Srheme

crkyzrd Tenscn

rifolics

e 1%

tz oreturr swaps e e etors ceekero satfolics, Trese cer vatives are

onj arg

TEFCS L Wi CouTLlerparies o better

The longevity swaps have heen vaived in line with assurptions that are consistent with the requirements ¢f IFRS 13 using Level 3 inputs.
The key inputs to the valuation are the disccunt rate and mortality assumptions.
The amounts recognised in the Group income statement are as fallows:
2023 . S
Principal Railways Other Fancpal Railways Cthgr
schemes scheme schemes Total scherr es seherne schetnes latal
e e £m £m £m £m o Eir i cm B
Current seivice cost 7 ) B 21.7 1.3 2.8 25.8 257 20 34 3T
Incurrest expenses 6.2 0.5 0.1 6.8 6.6 0.5 0.3 7.4
Total included within operating profit 27.9 1.8 2.9 326 323 23 37 385
Net interest (credit) /cost {8.5) 14 {0.4) (7.5} 1.5 2.1 0.1 3.7
Total included within income statement 19.4 3.2 2.5 25.1 33.8 4.6 3.8 42.2
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Notes to the Croup financial staternents (continued)

26. Retirement benefits and liabilities (continued)

Amounts recorded in the Croup statement of comprehensive income

Year ended 31 March 2023

Yayrande § 37 Maron 2077

Principal Railways Other
schemes schame schemes Total = "emg
£m £m E£m £m &1 ” s
Act. al: ceturn less s '\telﬁsf an Dersian scheme I - B
assets (1,437.0}  (17.1) (79.0) (1533.1) 77.0 134 1.7] 88.4
Experience {fosses)igains arsing an
scieme liablites [135.8) _ [18.0) 9.3 [162.9) 170.8) 142 2.4 [54.0)
Changes in assumptions or
scheme fiabilities ) 1,111.2 1012 81.2 1,293.6 238.8 274 219 2881
At 31 March {461.4) 66.1 {7.1)  (402.4) 245, 547 226 3225
Analysis of movement in the Group statement of financial position
Year ended 31 March 2023 o 3 Yearercec 3T Marr 2052 ~
Principal Raitways Other For crm# Rahways
schemes scheme schemes Total ar SCherne otz
£m Em £m £m £ £in £ Err

Fair value of plan assats - )
(including reimbursement rights] N B L
At 1 April T4,2203 2758 237.0 47331 4123 2656 2343 46216
interest cn assets 1134 73 54 126.1 823 ___ B2 47 __ 823
Actuanal (lossi{aain on assets " naszey | (171} (79.0) (1,533.1) 77.0 131 (7 8.4
Emplayer contributions 1674 25 48 1745  laos o6 501 1902
Employee contriburons - 0.1 - - 0.1 cz2 - - C.2
Berefits paid - (239.0)  {12.8) (4.8) (256.6) (245.4)  (10.7) (5.4)  (26°.5)
Settlements B - - {s56.1) (56.1) - - -
At 31 March 2.825.2 255.7 107.1 3,188.0 4,220.3 2758 2370 4,733
Present value of benefit obligations
At 1 April 39926 3271 2218 45415 42900 3896 2429 49025
senvce cost ) 21y 13 28 258 256 2.0 EX 304
ncurred experses o &2 0.5 0.1 68 C.3 7.4
Interest cost o 105.0 8.7 4.9 118.6 48 939
Emgloyee certributicns 0.1 - - 0.1 - C.2
Experience ‘essf(gein] o 135.6 18.0 23 1629 (24 %40C
Actuarial {gain) fless - r*emt:g(aphrc - __38.2) (3-6) (1-7) {43.5) - - (=0
Actuarial (gawn){loss - narcial (1073.1)  (97.7)  (79.3) (1.250.1) (21.9)  (273.3]
Benefits paid o {239.0) {12.8) {4.8) {256.5) {5.4; [?861.5
Settiements o . - - (56.1) {56.1} - - - -
At31March 2,910.9 2415 97.0 3,2494 892 327.1 221.8 45415
Net {deficit] [surplus at 31 March {85.7) 14.2 10.1 {61.4) 227.7 {£1.3) 15.2 191.6

The movement in net deficits for the year ended 31 March 2023 is as a result of the movement in assets and liabilities shown above.

The disclosures betow relate to post-retirement benefit schemes which are accounted for as defined benefit schemes in accordance
with IAS 19. The changes to the Group statement of financial position at 31 March 2023 and the changes to the Group income
statement for the year to March 2024, if the assumptions were sensitised by the amounts below, would be:

Rl tla\ aS‘UIT‘E_,TIOPS o o
D\scctrrrr' rate ass, mEtions increased by G %
Cisccunt rate dssumptions cecreased by C.5%
\r.friaticrm rate astuﬁ"pri(:;*s \rcre;;éd byﬁ%
Inflation rate assumpticns decreased by C.5% _
Total I\fe expectancy increasea by half a year
Tctel life expectancy decreased by haif 2 year
Salary increase assu;ﬂipi]aons increased by 0. 5%
Salary ncrease assumptiors decreased by O 5%
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otdigations statement

2023 2024

o £m £m
- 3,249.4 25.0
w2y (15

2111 10.5

145.7 7.8

(137.2) (7.4

60.2 3.0

{60.2) (3.0)

13.3 0.9

(12.8) (0.9)
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26. Retirement benefits and liabilities (continued)

The figures in the table above have been calculated on an approximate basis. using information about the expected future benefit
payments out of the schemes. The analysis above may not be representative of actual changes to the pesition since changes in
assumptions are unlikely to happer In isolation. The change in inflabior rates is assumed to affect the assurmed rate of RPI inflation, CP
inflation and future pension increases by an equal amount. The fair value of the schermes” assets {including reimbursement rights) are
assumed not to be affected by any sensitivity changes shown and so the statement of financial pesition values would increase or
deciease by the same amount as the change in the defined benefit obligations. There have been no changes in the methodology for the
calculation of the sensitivities since the prior year.

27. Changes in net debt including loans to joint ventures and associates and lease
receivables

Other  Clarification

317 March Additional noncash  ofnetdebt  Changesin Exchange 31 March
2022 Cash flow leases  movement’ definition? fair vatue movement 2023
o o £m £m __Em £m £m £m £rn £m
Cash and bank balances 11463 (687.9} - - - - (6.7) 4517
Bank overdrafts {389.8)  366.6 - - - - 1.0 {22.2)
Cash, cash equivalents and bank
overdrafts 756.5 {321.3) - - - - {5.7) 4295
Sebt ] {1321.3) 5562 I - 37.2 {363)  (765.8)
Deiivatives hedging Croup debt . (293)  (0.8) - - - 218 000 - (8.3)
Lease liahitit &3 - (434.1) 1085  (117.0) 2234 - - (9.6}  (228.8)
Changes in liabitities from financing
arranaemants 17847 RRIS  [1170) 2218 - 59.0 {45.9) 11,0025
_ease recenvables T 47.4 (31.9) 28.5 - - - (5.4) 38.6
{oans to jont ventures and asscoates 121 (2.4} - {0.2) - - - 95
Dervatives nedging nrerest on Croup debt - - - - {36.1) {3.0) - {39.1)
Netdebt {968.7) 3083  (885)  221.6 {36.1) 56.0 (57.0) _(564.4)

T Ctrer ron cEst movnments Zrecomrant v relale To the discosel of ezse izoltes EZrooIssoc ated ease receiven e 2 part of the gl Uarsacticns describeg ¢
ncte 29,

2.Corrg toe year the defi- ror ol net detd mas cee” fa hed, resctrg m o2 rolus or of Tre e et Ale swaEp CeCq N Lioup Gent, wit oo was 2xc uded ke
Erioryeas,

Acitona T e s c Tl ges o farr Sxcher ge 31 March

ast flowy ex5es FLCVersent value “aver et 2022

[ i L - A -5 D Em

Cash ano bank balences _ 2386 - - - 2.8 114€3
Bark cverdrafts (1%.9) - - - - (389.8)
Cash, cash equivalents and bank overdrafts 2309 222.7 - - - 2.9 756.5
Debt . 13338 B - (2.0 (18 7.3 (1.3213)
Dervatives hecging Croup debt CGenl UL T hen LT ey
lease labilities (612.3) 1130 (93.8)  159.2 - (a) (a34q
Changes in liabilities trom financing arrangements (1.965.0] 121.€ (93.8] 157.2 {11.8) 7.1 (1,784.7)
Lease receivables 38.6 (3€.9) 43.9 - - 2.8 47 .4
Loans o joint ventures ard associates 42.1 {288 0 - {C.4) - - 120
Net debt i (1,.352.4) 277.8 {51.9) 158.8 (11.8) 12.8 {968.7)
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Notes to the Group financial statements (continued)

28. Acquisition and disposal of subsidiaries, businesses and joint ventures

and associates
Acquisitions
{here have been no acguistions in the year ended 31 March 2023.

In the prior year, the Group acquired the remaining 50% of Naval Ship Management (Australia) Pty Limited on 15 March 2022. The
Crowp had previously held a 50% interest in this entity since May 2012 which was dlassified as a joint venture. NSM provides repair,
engineenng and maintenance sefvices to the Austrahan Navy. The Group paid cash consideration of £33.1 million (AUDG0O miilien) for

this acquisition.

The fair value af assets and liabilities recagnised as a result of the acquisition were as follaws:

Year enclesn

Marggereri
L L o o o o o . _EH
Fair value gain on previgusly held interest; _ o o _ .
Carrying value of previously held interest . o . 0.7
Fair _v_aE”gain Qﬂﬂevicus_!y heldinterest _ _ 374
Fair value of previously held interest at acqui-sitic_)i\égt_e” __ L S 33.1
Purcha's;gonsideratjgﬁ?7 o - ) o T o
(ash__c-on-nsidelation ’ o B 33
Fair valie of previously held interest . | . o ) 331
Total consideration o . . _ o £6.2
Assets acquired: o - - -
Preperty. glant anc equipment _ B B - - c.4
Rﬁhggfixﬁe assets B _ [ o - - 0.5
Deferréd tax assets B o o B o 0.7
Certi ac;;sr;ets - B o o o - B . - 16.3
T_:_gde_ar-:c cfhé_r recewv;:"\és - ) - o o 1 16
Cash and _c_airle_qavg\ems o ;_ N - - - o N 1:?7.76
Cefer@ax !I'gbiiji{y o - o o o ("8.9]
Income tax payable o . . ) 6.4
Le:;senliabi&:ties o . o {0.5)
Comact fiabilites o o . N
Trade ang cther peyables . B . 3 - o B . {34.5)
Provisions 13.7]
Net identifiable assets acquired S o . I EE))
coseunt o o - < F)
Intangible assefs ) 63.0
Net assets acquired 66.2

Post-acquisition, Naval Ship Management {Australia) Pty Limited contributed £0.7 million to the profit before tax of the Group for the
year ended 31 March 2022, If this entity had been owned for the full financia! year the centribution to profit before tax weouid have

been £70.5 million.

The excess of the fair value of the consideration paid over the fair value of the assets acquired s represented by intangible assets of
£63.0 miltion, relatiing to customer relationships, and goodwili of £22.3 mithon, representing potential for future synergies arising from
combining the acquired businesses with the Group’s existing business. Coodwill is not deductible for tax purposes. Post-acquisition, we
determined that assumptions used to calculate a pain/gain share provision did not reflect the facts and circumstances at the acquisition
date. This resulted in an increase to provisions of £2.4 million at 31 March 2022, The reductian in net assets acquired has increased the
goedwill by £1.0 million, increased acquired intangibtes by £1.0 mullion, increased deferred tax assets by £0.4 million at 31 March

2022, Further detail is inciuded in note 23,
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28. Acquisition and disposal of subsidiaries, businesses and joint ventures and

associates {continued)
Disposals
Year ended 31 March 2023

On 19 July 2022, the Croup announced it had entered into a sate and purchase agreement to dispose of part of its aerial emergancy
services business in Furope. The disposal group was part of the Aviation sector and provided Aerial Emergency Services, including
medical, firefighting and search & rescue to customers and communities, in italy, Spain, Portugal. Norway, Sweden and Finland. The
disposal completed on 28 february 2023, The Group received consideration of £187.1 million.

On 1 September 2022, the Group entered into a sale and purchase agreement to dispose of its Civii Training business. The disposal
group was part of the Land sector and the disposal completed on 1 February 2023. The Group received consideration of £5.5 million.

Aerial Emergency

_.Year ended 3| March 2023

Services Civil Training Cther Total
o L Em £m fm £m
Goodwili o - 06 - 06
Investment in joint ventures and associates o 1.0 - - 10
Other intangible assets - 18.9 - L - 189
Property, plart acd eguipment 2368 0.1 B - 23569
Right of use assets _ a 182.0 = - 1820
Ceferred tax assets B 20.6 - - 206
Cthet non-current assets 4.4 - - 44
inentony T S 354 - 359
Tradge and ather ;c'ei'\:afﬂle; B 99.5 94 ~ - 1089
Cerivatives . 4.2 B - - 4.2
Income tax recevable 1.5 - - - 15
Casl, cash equivalents and hank overarafts 10.5 26 - 13.1
Cther non-currert iabilines . {0.2) . - - (0.2}
Bark and cther boricwings. o (1.6) - - (1.6)
Lease liahilities L o {218.1) - - _(218.1)‘
Deferred tax dabiiity o _ (63) - - (63)
rcome tax payable {0.6) - L - {0.6)
Trade and other payables - L {128.7) {4.5) - {133.3)
Cther current iiabilities = - - =
Pravisicons o (15.8) - - {15.6)
Net assets disposed e 243.7 8.1 - 251.8
Cumutative currency translation lass {1.2} - - (1.2)
Total 2425 8.1 - 250.6
Consideraticn o 187.1 55 - 192.6
Disposal cests e {18.1) {1.3) - {19.4)
Net consideration after disposal costs 169.0 4.2 - 173.2
Lossondisposal o (73.5) (3.9) - (77.4)
Disposal related items - _ o e (43.4} - 3.1 (40.3)
Business acquisition, merget and divestment related items (116.9) (3.9) 31 {117.7)
Sale proceeds 187.1 5.5 - 1926
sale proceeds less cash disposed of I 176.6 2.9 - 179.5
Less non-cash proceeds - {1.5) - {1.5)
Less transaction costs {18.1) {1.3) - {19.4)
Net cash inflow 158.5 0.1 - 158.6

Disposal related items in relation to the Aerial Emergency Services disposal inciude asset impairments for assets not disposed but relating
to the Aerial Emergency Services businesses whose carrying value exceeded recoverable amount following the disposal transaction

atong with provisions for certain warranty related items.
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Notes to the Group financial staternents (continued)

28. Acquisition and disposal of subsidiaries, businesses and joint ventures and
associates {continued)

Disposals

Year ended 31 March 2022

On 11 March 2021, the Group anaounced that it had entered into a sale and purchase agreement to dispose of the Gil and Cas
business, which provides offshore Qil and Gas crew transportation services in the UX, Denmark and Australia, The disposal was made as
part of the Group's taigeted disposals programme. The disposal completed on 1 Septemnber 2021, on which date controt of the Gil and
Gas business passed to CHC Group LLC. The Group received consideration of £70 miltion.

On 13 Auqust 2021, the Group anacunced that it had entered into a sale and purchase agreeiment to dispose of Frazer-Nash
Consultancy, which provides engineering and technology solutions across a broad range of critical national infrastructure. The dispasal
was made as part of the Croup's targeted disposals programime. The disposal completed on 20 Qctober 2021, on which date controf of
Frazer-Nash Consultancy passed to KBR inc. The Group received consideration of £29 1.7 million.

On 24 December 2021, the Group announced the dispasal of the Power business to M Croup Services, which provides engineering
services in the UK overhead hine electric transmission and distribution industry. The disposai was made as part of the Croup's targeted
disposals programme. The disposal completed on 24 December 2021, on which date contral passed to M Group Services. The Group
received consideration of £50 million.

On 13 September 202 1, the Group annourked a definitive agreement with Equitix [nvestment Management Limited for the sale of its
15.4% shareholding in AirTanker Holdings Limited, & joint venture with Airbus, Thates and Rolls-Royce which owns 14 A330 Voyager
aircraft to support air-te-air refuelting, air transpert and ancillary services for the MOD. The Group has retained its 23.5% shareholding in
AirTanker Services i \mlred which operates these aircraft. The disposal was made as part of the Clcnp S targeted disposals programme.

The u.;yugm Lu..uy LS S0 T MG L 2022, S wduchy Jate contic! ,_;(_.J)Lu ] x_qum\ e \J‘U\J}J‘L\_L\V\.v\.\- [ nofeon Domiiton,
and shareholder loans of £31.5 million were repaid.
- - vea o e} -_\E\pr 2027 B
Tragenharh Tone far oy vt Aar ke ToTal
i fn, [ £r
Goodwill 645 44 800 1890
trvestment in joint ventures and asseriates T o T - - - 23.8 V 23.8
Cther intangible assets ) B 7_,, . - 2.1 - - 2
Property. plant and equiprment ' S A 22 45 - z1.8
Right of use assets - R FET- 38 e - 1316
Deferred tax zssets ) N o 777 N o e i8:87 o 0.577; o c3 - 19.6
Ctler nen-cufrent assets 7;_ - B ) - - - - _ -
Irventory o o - ) - o 3i - a1 - B ?
Trade and cther receivables o B 7‘_ 46.5 3tg 83 - 46.8
Derivatives B ) \ — - - -
Income tax recewable ) ‘ 1.5 28 - - 44
Cash, cash equivalents eng bark ove{grai__ ~ . B ] o 4.9 4.2 - 8.1
Other nen-current |\cbl|lt\€5 o ) 7 - 7-__ T - - - - =
Bank and other berrowings L _; h - - - - : ) - -
leaseligbilives  gzen(5.4) 20 - (137.3)
Deferred tax liability R -2 - S L =A¢)
Income tax payaole e . ,,,[,] Re I - o = ~‘7 (1.0}
Trade and ather payables -~ - (39.6) o (13.8) sy - . {£3.4}
Other currert ligbilities - h S - ) - - I
Provisions ) B B {1.§} -
Net assets disposed o ) o 2840 B 9z.7
Disposal costs .20 10d
Cumulative currency translation 'oss o i o ) 7'"(7.3) - -
kecycle cf hedge reserve i i_" T =
{Loss)/ profit cn cispesel o o m) 188.9
Sale proceeds 10.0 291.7
Sale proceeds less cash cisposed of . 6.0 2868
Less non-cash proceeds ) B I ' }
Less transaction costs {2.0) (1C.1] 2.7} {2.7) (17.5
Net cash inflow 8.0 276.7 43.1 92.9 420.7
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29. Transactions with non-controlling interests

Theie were no material transactions with non-controlling iterests in the current or prior year.

30. Contingent liabilities

A contingent liability is a possible obligaticn aiising from past events whose existence will be cenfirmed only on the occurience o non-
occurrence of uncertain future events outside the Gioup's control, o a present obligation that is not recognised because it is not
probable that an outflow of economic benefits will occur or the value of such outflow cannot be measured refiably. The Group does Aot
recognise contingent liabilities. There are a number of contingent liabilities that arise in the normat course of business. including:

The nature of the Group's long-term contracts means that there are reasonably frequent contractual issues, variations and
renegotiations that arise in the ordinary course of business, including liabilities that arise on completion of contracts and on conclusion
of relationships with joint ventures and associates. The Group takes account of the advice of experts, both internal and externai, in
making judgements on contractual issues and whether the outcome of negotiations will result in an obligation to the Group. The
Directors do not believe that the outcome of these matters will result in any materiat adverse change in the Group's financial position.

As a large contracting organisation, the Croup has a significant number of contracts with customers to deliver services and products. as
well as with its stpply chain. where the Group cannot deliver all those services and products itself. The Group is involved in disputes and
ltigation, which have arisen in the course of its normal trading in connection with these contracts. Whilst the Directors do not believe
that the cutcome of these matters will result in any material adverse change in the Group's financial position, it is possible that, if any of
these disputes come to court, the court may take z different view to the Group.

The Group is subject to corporare and other tax rufes in the junsdictions in which it operates. Changes in tax rates, tax reliefs and rax
laws, or interpretaticn of the law., by the retevant tax autherities may result in financial and reputational damage to the Group. This may
affect the Group's finanaial condition and perfarmance.

The Croup has given certain indemmities and warranties in the course of disposing of businesses and comparies and in completing
contracts. The Group believes that any liability in respect of these is unlikely to have a material effect on the Group's financial positicn.

Corporate rules in those junsdictions may also extend to compensatory trade agreements, or economic offset rules, where we may have
toc cemmit to use lecal content in delivering programmes of work. Detfivery of offset is also subject to interpretations of iaw and
agreement with local authorities, which we monitor closely but may give rise to financial and reputational damage to the Croup if not
undertaken appropriately.

31. Capital and other financial commitments

Capital commitments

31 March 2023 = “darer SUIZ
£m A . £

Contracts p\e;cieia for future capital expenditure not provided forin the firancial statements o 7.8 21.3
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31. Capital and other financial commitments (continued)

Subsidiary audit exemptions

The following UK subsidiary undertakings are exempt from the requirements of the Companies Act 2006 {the Act) reiating to the audit
of individual accounts by virtue of section 479A of the Act.

L2004 20Ty D 3ine - o
Adpledora Shinbuilders [2004) 114
Babrock Airports Ltd

Babcock Assessments Limited

Babcock Contractoss Limited
Babcock Critical Assets Ho\dinés P
Babcock Defence & Security Holdings LiP

Babcock Defence and Security Investments Ltd
Rabcock Defence Systems Limited

Babcock _E__E:L_n_c_a_t‘\pn & Training pMoldings LLP
Babcock Ecucation and Skilis Limited
Babcock Education Holdings Lte!
Babcock Fire Services Limited
Babcack Frre Traiming (Avonis o)
Babcock Croup {US investments) Lid

et
Y

Babcock Information Anatytics and Security Umited

Babceck integrated Technciogy (Korea) Ltd
Rahrack intearation 1P

Rabcocok nternaticnas support Services Limited
P .

Babcock investments {Fire Servicesj Limited
Babcock Investments {humber Fouw) Ll

@Eﬂnumber Legal antmy a3 na B _Eqmpany numbear
02052982 Bapcock Management ltd - 00107414
03954520 Bapcock Marine (Devonpor) bimited 02959785
o 02881056 3abcoack Marine Limited 02530351
01398475 Babrock Marine Snipbuiiging Limited | 14302509
 DC376675 Babcock Mission Critical Services Leasing itd D4635275
OC376674  Babcock Mission Critical Services Ltd 08010453
08132272  Babcock Mission Critical Services Topeo Lta 08338012
01129791 Babcock Mission Critical Services UK Lt 07527245
0C376676 Babcock MSS Limited 01996548
03494815  Babcock Nuclear Limited 01603273
... 08132276 Babcock Project investments L td 03463927
03707192 Babcock Project Services Limited 02888133
04168329 Babcack Services Craup Lid 03939840
07445425 Babcock Southern Holdings |t 01915771
02275471 Babeeck S Investmerts (td 07422616
09566389 Bend Aviation Topee Limited " 08493398
6?23?5?;0777'_ Flagshrp Fire Fiahting Trarmineg | fe 03700728
03335786 LCF IP Management Company iid _ sc695940
04380306 Peterhcuse Group Lid 01517100
777777  D5269128  vosper Tharnycroft (UK Lid 00070274
00165086 S ]

Babcock investrments ttd

Babcock international Group PLC will guarantee alt cutstanding liabilities that these subsidiaries are subject to as at the financial year
ended 31 March 2023 in accordance with section 479C of the Act, as amended by the Companies and Limited Liability Partnerships
(Accaunts and Audit Exemptions and Change of Accounting Framewark) Regulatians 201 2.
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32. Related party transactions

Related party transactions for the year ended 31 March 2023 are:

2023 2023

2023 Year-end Year-end

2023 Purchases debtor creditor

Revenue to from balance balance

2023 Em _  __ fm Em £m

Joint ventures and associates B

Fist Sweetelsky Operation and Mairtemance ~ 9.0 - 0.4 {0.4)
Ascent Thgt Training (Management) Lim*ed - 0.9 - 0.3 -
Asge fliget Training [oldags) cmiced - - 02 -
Rota ry Wing Training timited e 4.1 - - -
Fixed Wing Training Limited ~ B 3.1 (0.2} - {0.3}
Advanced let Training Limited . B 13 - 0.3 -
Rear Crew Training Limited o 08 - - -
Airtanker Services Limited - 13.7 - o1 -
Aiert Communications Limited i 7.4 - 0.5 -
Dugm Naval Dockyard SAQC - - 0.3 -
40.3 {0.2) 2.1 {0.8)

2022

LI e O T T el J Py S
LATHIL VOl L Gl dadGliales

First Swietersky Speration and Mainrerance {1.5]
Ascert Hhght Training (Managemeni) Limited 33 - c.: -
Ascert Fligrt Tramrg (Heldings) Lirmircd o B 1. - -
ALC (Superficlgee] Uimited — £4 - -
Retary Wing raining umited o - 38 - ce -
Fixed Wing Tiaming iimited - - - - S G2 -
Advanced let Training Limited _ 18 - ¢z -
Rear Crew Traiiing wimted B - - 1.1 - 0.2 -
Airlanker Services Limited 11.3 - 0.1 -
Alert Commmunications Limitec 4.4 - - -

o e 39.6 - 2.C {1.5]
a) All transactions noted above arise in the normal course of business and on normal, arm’'s length commercial terms.
b} Defined benefit pension schemes. Please refer to note 26 for transactions with the Group defined benefit pension schemes.
¢} Key management compensation is shown in note 6.
d)] Transactions in employee benefits trusts are shown in note 26.
33. Events after the reporting period
Phere were no events after the reporting period which would matenally impact the balances reported in this Annual Report.,
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34. Group entities

in accordance with Section 409 of the Companies Act 2006, a full list of subsidiaries and equity accounted investments as at 31 Maich
2023 is disclosed below. Unless otherwise stated, the Croun's sharehoiding represents ordinary shares held indirectly by Babcock

Inteinational Croup PLC, the entities are unlisted, and have one type of ordmnary share capital, the year end is 31 March and the address

of the reqistered office is 33 Wigmore Stieet, London, WU 1QX. The Group's interest in the voting share capital is 100% unless

otherwise stated. No subsidiary undertakings have heer excluded from the consolidation.

Subsidiaries, wholly owned

Alrwork Limited

Appledore Snipbuilgers (2004) Limited
Devonport 0y 2oskyasd, Devono, Aymautn,
2L 4SS, Lrited <ingdotr

Armstrong Technology Associates Limited®
Babcock {Irefand) Treasury Lirmited

Custe House Plazs, 3leck o, FSC, Duben, 1 lrears
Babcock (NZ} Limited

C | Babcock Certra Cffice, =MNZ Jockyarc,
Cevarpo't Naval Fase, Jaeers “irace, Tevonoom,
Accxard, 0744, New Zeala~d

Babcock (UK) Holdings Lirited -~

Bancock Aerospace Limited

Babcock Africa Investments (Pl 1 td

ey Reed Cffics 5L Reey Wad, Redforay sw,
Czuteny, AC0C7. Scut Alre-

Babcaock Alrparts Limizec

Babcock Assessiments Limited

Banccck Austrabia Howings Py (1o

PC Frangan Srmel Adc - e SA B0GC,

Babcocok Awiction Services [Holoings)
Limitec

Babcock B.V.

Babceck Canada tnc.
45 SMlorror dTrEsT, S
K7 TA,
fapccck Communiceiicns Cyprus Limited
Spyrc, Kypranc., 47, 0 Fioen Mese Celtere, #4004
L rrassci, Cypies

fatcock Commuricaticns umited
Bzbcock Centracters Limited

Babeock Corparate Secretaries Limitea®
Bzabcock Corperate Services wimited
Bzbcock Critical Assets Hcldings LLP
Babcock Critical Services Limitec

MOk RIS Street, Gidsgow, 3coT ard, G2 FIW,
Umited < rgde™

dabcock Defence & Security Holdings LLP
Babccck Defence and Securty investments
Limited

Babcock Cefence Systems umited

Babccck Cefense (USA) Incorporated
25¢ Trve, W rgizo, Te zwzte T28C8,
Lot

Babcock Design & Technclogy Limited”
Ros siness “arg, Resyr, D
¥ 2VT, Sccrerd

Batbeccck OS5 2C 1S Limitec”®
Babceck Educatior & Trairing Keldings LiP
Batcock Educatior anc Skils Limited
Rabcock Educaticn Helcings Limited
Babcock Engineenng Limited”

e irg, ©fe,

Babcock zurope “inance dimited”

Todent Paic, Notaoile Sardens, No. 2 Lovel 3.
Mdire 203, Zo-e 2, {entrz Busiress Cosiren,
Brknkarz CRZ 2070, Malta

Babcack Fire Services (SW) Limited
Babcock bire Services Limited

Babeack Fire Training (Avermouthj Limited
Babcock Group (US Investrnents) limited
Babcock Holdings (USA) incorporated”

251 _tteSals Drve, Wl ~qter, Ceiaware 19808,

unitea states

Bavcock maldings Limited-
Bahcock informaticn Analyrics and Secunty
Holdings lirmited”

Eabcock wformaticn Analyhics acc Securty
Lirmited

Sabcock irtegreted Technology (Kotea)
rimited

Bat:cccx Integrated "echnciogy
L4360 S

Bzb:cock Integrated Techniclegy wimited
BaLceock integraticn LLF

Barcock Internatianat France Aviaticn SAS
_E O tae Fortarer, 82346, _e Canre detWaates,
brzrge

Rabeock interrat.cnal France SAS

27 Ree rc 75075, Taris, France
fabeock Internaticral France Terre SAS
27 Rue.etienc 75005, Farg, Frarce
Bahcock Interraticnal Helcirgs BY
Bezoicertoutsewec 1, 2594 AR The Fague.
Tre Netrerlanics

Babcock Internationai Holdings Lmitec-
Trder: Farg, Noiebi e Carcens, e, 2 Leve
Mcirz Roea, Zere 2, Certra! Business Cistricr,
Birkirkzrz CEE 2C7C, Mzlta

Bat:cock internaticnal Limitec

Babcock rternaticnal Support Senvices
Limited

Babcock Internatioral US Inc

257 _Tefa s Drve, W o ngran, Teawzte T9808,

Lrted slztes

Bzhcock Investments (Fire Services) Limitec
Batycccx Investments {Number bour) Lirtited
Baticock Investments {Number Nine; Limited
Baticock 'rvestmerts Limited

Babcock iF Marnagement {(Numiter Gne)
timited

Bzbcecx IP Management {Number Twc)
Luted

Babcocx ireiand Finance Lmited

Ad pipigrzce, STomener, b4 W, letsey
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Babecock Korea |imitad
72-1,3P nsanre
Korea
Bancock Land Deferce Limited

Babcock Luxembourg Finance 5.a.r.l.

12F e O Ma e Keell, L= 1882 Loxembear g
Babeock | uxembourg Investments 1 5.a3.1.4.
120 e ollacre Kol L - 1882 __xerbourg

Sah CBusar, 49434 Soutn

Rabcock Luxembourg Investments S.a.r.l
“2%rie Jorlaume e L - 1882 Laxembrutg
Babcock Luxembourg S.a.r.l.

T2t el zeme XKooy, o TRB2 LaeTLosty
Fatcock M 2019 muted”

Babcock Malta Limited

I P SRS PN [E- T FTR
i .

Eahcock Malta (N lmber Twa) u’"lteu
i E4 9WC, le sey

sigers, No. 7 - eve 3
' s Testret,

Babcoek Malta Finarce Limited
are. Merat le ﬁrrpm Ne. 2 - ayel

Boeress TEThoT,

£ rxecars CBL ZL 0‘ M \tc
Babcock Maita Holcings (Number Two)
umited

Tricent Sark, Notsbile Carcers, e, 2 - Lever 3,

Ncra Rede, Zere 2, Central Busmess Cistret,
Eirkorkara B 2G10, Malz

Babcock Malta Heidings Limited:

Tiigert Park, Netabile Carcens, Ne. 2 - cever 3,
Mirs Reaa, Zore 2 Centrzl Busiress Sistrict,
Erkirkzrz CEC 201G, Mzt

Babcock Mznagement 2019 umitec”
Bzbcock Management Limited

Bahcaock Marine & Technology Holdings
Lirmited

Babcock Marne (Clydel Limited

Resyts Aosness 2ark, sy, Tonfer o te, T e,
<Vt VI ceTarc

Babcock Marine {Cevariport) imited

Cevcroer Royal Dogryarg, Devorzom, Fymour,

Py a5, =g,
Bancock Manne (Rosyth) Limited

Rosyt- Bosi~ess Park, Rosyt~, Durfermhire, = %
K71 2YE, Scetend

Babcock Marine Heldings (UK armitec
Rabcock Marine Limited

Rabcock Marne Preducts inmited”

Babccck Marire Traming Limited

Babcock MCS Conco SA

Averwe Craries ce Cawle, PE B8/ 7, Farte-Ncrre,
25 5877, Tre Rexibic of Corge
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34. Group entities (continued)
Subsidiaries, wholly owned {continued)

Baprock Mission Criticat Services Austra-asia
Pty it

cavel 8, 70 <mzndlin 3rreet, Ade a Je SA 3000,
Aust-alia

Babrock Missior Crivical Se vees Design and
Comoietions Limited

Aabcock Mssion Cntical Saenvices Cermany
Cmbh

Augsourg A oo, Flugnafznstrasse 19, 835769
Aagstburg, Cermany

Babcock Mission Critical Services Lleasing
Limited

Babcock Mission Cntical Sennces Led
Babcock Missior Cntical Services Onshore
Limited

Baccock Mission Cntical Services Tepeo Ltd
Babcock Mission Critica! Services UK Limited
Babcock MSS 1imited

Babrock Muclear Limited

Rzbcock Cman LLC

FiL. Brx 2275, Tra e, W osoat, T30, O
EBzhcock Cverseas mvestments Limited
Y i NV SRR AR ST NPT
Babceck Project Senices Lirmited

Babcock Pty Ltd

teve 970 TrEmkn SR AmeAnts SA 000
Astie a

Babccck Raii Limited

Batccck Services Croup Limited

Batcock Services Limited

Bab:cack Scuthern Careers Lmitec”
Babcock Scutherm Holdings Limited”
Bak:cock Support Services (Investrments)
Limited

Babcock Supperi Services CGmbrl

Am Zepperoerg 23, 4736k Schwalv iz, Cermeny
Babcock Support Services bimiten ~

“C3 Water cc street, Ciasgow, Scetanc, T2 7EW,
LrTec Kingee™

Bahcock Traiming Lmited

Bancock U< Finance

Bancock USA o’

251 rule malls Dowe, Womingro, Telaw ve
'3808, L-ited slates

3abcock US Investments (Number Two) LLT
251 1me 2ads Dowe, W lmingtso, Jelawa e
*9808, oited States

dancock US investments Inc.”

251 trle Rals Sove, Wmimgren, Jelaws 2
1G808, United States

Babcock US Investments Limited”

Baticock Vehicle Engineering Limited”

BNS Pensicn Trustees Limited”

Resyir 3usiress Park, Rosytr, Dunfermi —e, Fife,
K¥1° 2¥D, Scotland

BNS Pensions Limited®

Resytr 3usiress P37%, Rosyth, Surterm ~g, file.
KT 3007 ang

Bond Aviation Topco Limited®

Brooke Marire Shipbuilcers Lirmited”
Caverdish Nuclear [Overseas) Limied”
ayendich Niirlear u:\ \QL\] Inrormnrated

257 Lite Tz's Crwe, Wi mingtor, Te aware
19808, Jnimed States

Cavendcish Muclear lapar kK

Reges ‘ckyc, Arca Cenrar Loz G4 Arca
CentraBurd rg T4F L2 T, Kicshe, Sumga ke,
Toxye, 1zcar

Cavendisn Nuclear Limited”
Chiepstow Insurance Limited
A Beox 9o, Miil Court, _a Chasr
Soi, O ¢ 40T, Cuernsey
Devorpart Royat Deckyard Limtted
Zevcencoor: Reyar Ceckyarc, Devenpers, Blyrroutn,
BoT AR, dotec Kngoem

Devornpert Reyal Dockyard Pensicn Trustees
Lirmited”

Cevangert Reyel Ceckyard, Devenpen, P yirouth,
FLT 45C, Uritec K ngcom

FBM Babcock Marine Holdings (UK Limited®
FB8M Babcock Marine Limitec”

FEM Marine Internationz! (UK] Limiteg”
Flagshup Fire Fighting Trairing Limited

ere, St Ceter

Rel Aviation Chira Limited®

oy 09700 13 AL south Towe s, Wolg = narc=
Ta-tre, marzour Tty 17 Jaoror Road, Tsm Sea
Tsel, {ow ean, Horg <ong

IMAST Limited”

INAZR Heticopter Chiie S.AL*

2530 Amanoo Vasoacio Nome Avenue, Sute 1102,
Conchall, Santiags, Thile

INAER Helicooter Peru 5.A.C. [in Hiquidation}
1118 Av. Los Conquistadores, Santa Cruz,
San isidro, Lima, Peru

LCE [P Management Company Ltd

Rosyth Business Pary, Rosyth, Dunfermiing, Fée,
Scotand, KY11 2vE, United K'ngdem

Liqui¢t Cas Equipment Limited

Rcsyth 3us ness Pary, Rosytn, Junfe mlirg, Frie,
Scot a~d, KY 1 2v32, Urited Kirgdom

Liquidd Cas Equipment LiC-

257 e Falls Trve, wWitngton, Ce gwar
TAR0RK, Lrtted States

Manne Engineering & Fabrications {Hoidings)
Jdimired”

Marine Engineering & Fabrnications Limuted”
nanne Inaustndl Lesign writed

!z Szpcock Certral CHee, FMNZ Scowyard,
Deverpca Navel Base, Queens Paizce. Jevorport,
Acckiarg, G744, New Zez arcd

Naval ship Management (Australia) Pty Lid
9, 70 Frenad roStreet, Aceizias, SA 5000, Mgt zia
Peterr.ouse Craoup Liruted

Peterhouse GmbH

Ar Zopoerberg 23, 41366 scmwalmta, Cermrary
Port Babicock Rosyth Limited®

Resyih Business Park, Rasytn, Dunferrling, Hife,
K1 2V Seclanc

Rosytt Royal Cockyard Limited

Resyth Bus'ness Park, Resyth, Dunier~line, Fife,
KY11 2¥[C, Scetlane

Rosyth Royal [Dockyard Pensich frustees
Limited®

Resyth Bustness Park, Rosytn, Dunterrime, Fife,
K¥11 2¥YC, Scctlanc

SBRail Limited”®

SkillsZLearr: Ltd

Vosper Thornycroft (LK) Limited
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Notes to the Group financial statements (continued)

34. Group entities (continued)

Subsidiaries, partly owned:

Airwors Tecnin.cal Seneces & Partners L
[51.0%)

G 3ox 248 Mu3s<a A Murafza (MAM) Da - osom),
N ostar 100, Soltanare o Tran

Babcocx Africa [2ty) 'imited {90.0%)°

ey 373 G2 T4, 157 ey Awad, 3edterdv aw,
Sauteny, 2007, 500043

Babecock Africa holdings Py} Ltd (90.0%) *

ey 0ad D¢ ce Pare, 1oz ey R0ad, 3eaforgviaw,

z_teng. 2007, 3out- Afrca

Babcock Africa Services (Pty) (td (90.0%)

Ri ey Reaa Cffice Park, 52 Riey cac, Redforaview,
Cauteng, 2007, Scuth Africe

Babicack Aviation Services Holdings
International Limited (49.82%)

52 5t Caristoprer Streat, Vallerta, VLT 1462, Maita
Babcock kducation and Trairing (Pty) Ltd
{90.0%)

R.oey Sooad wfles S ey Rrac, Iedfordy s,
Cavreng, 2007, Scuil A«

Babcock Firancial Services (Pty} itd {40.0%)

< ley Read JHice Barg, 13T R ey ead, Reorarovew,
Ceunterg, 2007, ot Arrca

BaLCOLN Lediing anlt LeveiUwl g

Partrerstup LLP (80 1%)

Batbcock MCS Ghara Limited (9G.0%)
. T AVCneE, AC.ECent 1z2y poT

VAL, Thana

Babcocck Missicr (riticel Serices fireland)
Urmitec {(49.82%;

TR Oy Luay Ceciin 2,
Babcock Missicn Critical Services France SA
{49.82%)

ceo Ot g Poraret, 83240, e Jarceides-Manres,
Frerce

Bebccck Namibia Services Pry Ltd (90.0%;
Ur = Creurd Fecr, O Agesurbe Neto Reoae,
Ausscanr Flzze, Ausscenglels, Whrdrcek, Nemioia

e ATC

Bapcock Ntuthuka Avianion (Pry; amited
[66.78%)"

Rley Reac CfFce Park, 15E R,
Cevtercg, 2C07, Scoth Africa
Bzbceck Ntuthuke Engineernng (Pty) Limited
{4€.37%)

Riey Reac Cffice Fark, 15E Ri'ey Roac, Becforovew,
Cauteng, 2007, Scul Af- o3

Babcock Ntuthuko Powerlines [Pty) Lirited
{46.81%)"

L™ I3 Victora ~cuse, Pot 132 ndece-gence
Aven.e, Cztarcre, Suiswarea

2abcock Plant Services (Pry) Ltd (64.82%)"
Rirey cad “ftee Paie, '3C Ruey Road, Beccrovew,
Cauteng, 2007, 5cut- Alrcaz

Batcock TCM Plant (Proprietary) Limitec
(9C.0%Y°

vt J3Vcior 2 House, 2o 122 ~cecendence
Averce, Cezerene, Botswers

Babcock 7amtia Limited (90.0%)
TBArLsma, Towr Certe, Neoig, Copner 3e,
Pl o

Cegnac Fermaticn Aerc (3C.C%)

ey icsc, Beclforaview,

Bate Aduenre 708 Cograc "B CO Crétecubemaicg,

France
National Training Institute LLC (70.0%)

PR 267, Mad ratlancos, Salrarate of Trea,

TS Trar

242

[l v

loint ventures and associates
{equity accounted):

A3C Electfication itd (33.3%)

877 floo., Tr2 Jace, 4 gn 4o.Son, London, WOV
TAA

AirTarker Sevicas Limite [23.5%)

AT anke Hob RAT 37z Noron, Cartarton,
Oxiodsn e, Ing and, XA 3K, soitea <ngdom
Aert Cormumicar ons Sioud Holdirgs
Lismited [20.0%)

Ascent Hligrt Training (Holdings) Limited
{5C.0%)

Cavendish Boccard Nuc'ear Limited {51.0%)
Cavendish Counreay Partnership Limited
15C.0%)

Cavendish Fluar Partnership Limited (65.0%)
Debut senvices {South West) | imited {50.0%})
20 Tarer Street, Regert's Place, Lancor, Ny 3BT,
Lrres <ngoom

Cugm Naval Dockyard SACC (49.0%)

[*& specie cconarmic Zone 20 Cugm, A Cogm. A
Wtz 2372 7 72, Cmar
FSP (2004} Limited {SO.C%)

oo

Ckeanus Vermogensverwaltungs

CmbH & Co. KC {506.0%)

Wercelzen 31, 20459 e norg, lermary
Wholly owned subsidiaries with registered
office at 55 Baker Street, London,

W1U 7EU, United Kingdom, currently in
Members Voluntary Liquidation:

Babcock Civil Infrastructure Limited;
Babcock Infrastructure Holdings LLP; Bond
Avigtion Leasing Limited.

Whoily owned subsidiaries with registered
office at 5 Temple Square, Temple Street,
Liverpool L2 5RH, United Kingdom,
currently in Members Voluntary
Liquidation;

Babcock Emergency Services Limited;
Babcock Leaseco Limited; Babcock
Technical Services Limited; HCTC Limited;
KML (UK} Limited: Touchstone Learning &
Skills Ltd: Westminster Education
Consultants Limited.

Wholly owned subsidiary with registered
office at 4 Atlantic Quay, 70 York Street,
Glasgow, G2 8JX currently in Members
Voluntary Liquidation:

First Engineering Holdings Limited

loint venture, with registered office at
18-22 Lloyad Street, Manchester, M2 WA
United Kingdom, currently in Members
Voluntary Liquidation:

ALC (Superhoidco) Limited {50.0%) -
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» Strategic report » Covernance

» Financial Statements

Company statement of financial position

2023 ANER

As 20 3 March _ ete Em_ o
Non-cufrent assets - ) _ _ N .
Investment  subsidiaries - o - . . 3 34485 2:1766.5
Trade and otner eceivanles ] B 6 25855 25335
- ' o L _ 6,035.0 5, 190.0
Current assets o
Trade and otmer recevabies - i o 7__3:1§_‘L B 11757
Casn and casn eguivaients . _ 7__ S 1504 _:_3_:_37.‘_
"""" 3811 15128
Total assets e 64221 §6128
Non-current liabilities - Bl j -
Bank and ofher borrowings S 7 "V S S
Other financial liabilities - B 8 414 514
T ' i o 791.8 8708
Current liabilities
Rank and other borrowings 7 - 502.5
Other financial liabilities o T " T
Trade and other payabres 9 2,893.5 246852

2,8935 3.0C9.2
Total fiabilities S 3,685.3 3.830.0
Net assets _ o 2,736.8 27308
Equity o o
Catted up share capital c 3034 303.4
Share premium accourt ] 873.0 3730
Eai:%‘ra; rederipticn reserve 30.6 o E-C-TS
Otherreseve B 768.8 768.8
Retzired eanings . 7s10 7576
Total equity T Tt T T 2,736.8 2.732.8

The accarmparnying notes are an integral part of this Company statement of financial position. Cempany number 62342 138,

The Company has taken advantage of the exemnptian granted by Section 408 of the Companies Act 2006 whereby no
individual income statement of the Company is disclesed. The Company's loss {202 2: profit) for the firancial year was £4.3 mullion

(2022: £169.4 million}.

The financial statements on pages 243 to 251 were approved by the Board of Directors cn 20 luly 2023 and are signed on its behalf

by:

David Lockwood OBE
Director

David Mellors

Director

Babcock Internaticnal Group PLC | Annual Report ard Fimancal Staternents 2023
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Company statement of changes in equity

inae 5amn HE&]
23073 ame ot R LY
£ En o
At 31 March 2021 restated) 303.4 373.2 590.7 2.566.5
Profit for the year T - 169.4 169.4
O‘r_ﬂer_C-:JF;W‘_;_)FehenswerFgggrjjg o ) - - - - 18.8) '8_,;3)
Total Eb;'ritarehensive income oo - - - 160.8 1 668
Share-hased nayments - - - - 5.5 5.5
Tax on snare-nased payments - - e - - o
Net movement in equity - - - - 168.3 166.3
At 31 March 2022 333.4 873.0 768.8 30.6 757.0  2.732.8
Loss for the year - - - - (4.3} {4.3)
Other comprenensive Income’ ' - - - (15) (1.5
Total comprehensive income - - - - (5.8} (5.8}
Share-based paymenrs - - - - 9.4 94
Tax cn sha.re—_t-jge:j_ Ea‘/rﬁehts - - - - 0.4 0.4
Net movement in equity - - - - 4.0 4.0
At 31 March 2023 303.4 £73.0 768.8 30.6 761.0 2,736.8

1. e

E13.0 ™ it

omprekens ve mCcTE CoTE ey

s value ag LeTmert o0 Jept e atod detvat ves o

79.5 milee and heaging gaims/{'csses) eciass fied o prefit or joss of

The other reserve relates to the rights issue of new ordinary shares on 7 May 2014 and the capital redemption reserve relates to the

issue and redemption of redeemable ‘B preference shares in 2001.
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M Strategic report » Covernance » Financial Statements

Notes to the Company financial statements

1. General information

Babcock International PI C is incorporated and domiciled in England, UK. The address of the registered office is 33 Wigmaore Street,
Londor, WU 1QX.

2. Significant accounting policies

The principal accounting policies applied n the preparation of these financial statements are set out below. These policies have been
consistently appliec to ail the years oresented.

Basis of accounting

The Company meets the definition of a qualifying entity under Financial Reporting Standard 100 (FRS 100) issued by the Financial
Reporting Council. Accordingly, these financiai statements have been prepared in accordance with Financial Reporting Standard 101
‘Reduced Disclosure Framework’ (FRS 101). In preparing these financial statements, the company applies the recognition and
measurement requirements of International Financial Reporting Standards (IFRS) as adopted by the UK, but makes amendments where
necessary in order to comply with the Companies Act 2006 and sets out below where advantage of the FRS 101 disclosure exemptions
has been taken:

« Paragraphs 45({b) and 46 to 52 of IfRS 2, 'Share-based payments’

« |FRS 7. ‘Financial instruments: Disclosures’

Paragraphs 91 tc 99 of IFRS 13, "Fair vaiue measurement’ (disclosure of valuation techmgues and inputs used for fair value
measurement of assets and labilities)

Paragraph 38 of 1AS 1, ‘Presentation of financial statements’ comparative infarmation in respect of:

rmemmm mk IO AY ALY AL AT 4 MOk A a maeibad mm e aa )
RGOV T LS, Uy SV e 1, oRdiS SaRiTds and FTSLIVIL,

« paragraph 73(e) of IAS 16, ‘Property, plant and eguipment’: and

« paragraph 118(e} of 1AS 38, "Intangible assets’ [reconciliations between the carrying amount at the beginning and end of the year).
- The foliowing paragraphs ul IAS 1, 'Presentation of financiai statements”:

« 10(d), 10(f), 16, 38A-380, 40A-4013, 111, and 134-136.
+ IAS 7, 'Statement of cash flows'
= Paragraphs 30 and 31 of 1AS 8, *Acceunting policies, changes in accounting estimates and errors’

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

« The requirements of IAS 24, '‘Related party disclosures’ to disclose related party transactions entered into between two or more
members of a groug.

The financial staternents have been prepared or a going concern basis using the histotical cost convention, as modified by the
revaluation of certair financiat instruments. The financial statements are prepared in Sterling which is the functional currency of the
Company and rounded to the nearest £ mullion.

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 poficies.

After making enquiries, the Directors, at the time of approving the financial statements, have a reasonable expectation that the
Company has adequate resources to continue in operational existence for the foreseeable future. Accordingly, the Directors consider it
appropriate to continue to adopt the going concern basis in preparing these financial statements.
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Notes ta the Cornpany financial statements (continued}

2. Significant accounting policies (continued)
Investments

Fixed asset investments are stated at cost less provision for impairment in vaiue.

Taxation
Current income tax

Cuieent tax is provided at amounts expected to be paid {or recovered} using the tax iates and laws taat have been enacted or
substantively enacted by the staterment of financial position date.

Deferred income tax

Deferred incame tax is provided in full. using the liability method, on temporary differences arising between the tax basis of assets and
liabtlities and their carrying amounts in the financial statements. However, if the deferred income tax arises fram initial recegnition of an
asset or hability in a transacticn, other than a business combination, that at the time of the transaction affects neither accounting nor
taxabte profit ar loss, it is not accounted for, Deferred income tax s determined using tax rates {and Iaws) that have been enacted, or
substantively enacted by the statement of financial position date and are expected to apply when the related deferred income tax asset
is realised or the deferred income tax liability is settled.

Deferred income Tax assets are recognised to the extent that it is probable that future taxabie profit will be available against which the
temporary differences can be utifised.

Tax is recognised i the income statement except to the extent that it relates to iterns recognised directly in either other comprehensive
NCome or in equity.

Employee benefits

{a} Share-based compensation

The Company operates equity-settled. share based cempensation plans which are recnarged to the relevant subsidiaries. Full detarls of
the share-based compensation plans are disclosed 1n note 25 to the Croup financial statements.

{b) Pension arrangements

The Company operates a mult) employer cefined benefit pension scherme, however all assets and lianilities are recognised in the
relevant subsidiary in which the employee operates. See note 26 to the Group financial statements for further details.

Financial instruments

{a) Financial assets and liabilities at amortised cost

Amounts due from subsidiary undertakings and preference shares in subsidiary undertakings are classified as financial assets held at
armortised cost. Amounts due to subsidiary undertakings and bank lcans and overdrafts are classified as financial liabilities held at
amaortised cost. These balanices are intially recognised at fair value and then held at amortised cast using the effective interest rate
methed.

The Campany assesses on @ forward-looking basis the expected credit fosses associated with financial assets held at amortised cost, The
impainment methodology applied depends on whether there has been a significant increase in credit risk.

(b) Derivative financial instruments

Derivatives are initially recognised at fair value on the date a derivative is entered into and are subsequently remeasured at their fair
value. The Company designates certain of the derivative instruments within its pertfolic to be hedges of the fair vaiue of recognised
assets or labilities or unrecognised firm commitments.

Changes in the fair value of derivarives that are designated and qualify as fair value hedges are recorded in the income statement,
tagether with changes in the fair value of the hedged asset or {iability that are attributable to the hedged risk.

for derwvatives that qualify as cash flow hedges, gains and lcsses are deferred in equity until such time as the firm commitment is
recognised. These gains or [osses are then realised through the income statement as the asset is soid.

Certain derivatives do not gualify or are not designated as hedging instruments and any movement in their fair value 1s recognised in
profit or loss immediately.
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» Strategic report » Governance » Financial Statements

2. Significant accounting policies (continued)

Financial risk management
All treasury transactions are carried out only with investment grade counterparties as are investments of cash and cash equivalents.

Company quarantees

The Company has guaranteed or has joiit and several liability for bank facilities with nil utilisation at 31 March 2023 (2022: £qil)
provided to certain Gioup companes. Fthese guarantees are measured intially at their fair values, and subseguently measured at the
higher of the expected credit ioss and the amount initially recognised less cumulative amortisation.

Dividends

Dividends are recognised in the Company's financial statements in the year in which they are approved and in the case of inferim
dividends, when paid.

Critical accounting estimates and judgements

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

gstimates and judgements are continually evaluated and are tased on histarical expenence and other factors, inchuding expectations of
future events that are believed to be reascnable under the circumstances. The key assumptions about the future, and other key scurces
of estimaticn uncertainty at the reporting year end that may have a significant risk of causing a material adjustment to the carrying
ameunt of assets and Habilities within the next financiar year are discussed below:

Criviegf accounting sckimatoc lmnairmont nf imopctrment in
Lot gp accounting scttmatos Impairmont ofinvestrnent o
The carrying value of investment in subsidiaries is tested annually for impainment, in accordance with 1AS 356, The impairment

assessment Is based on assumptions o relation to the cash flows expected 1o be generated by the subsidiaries, together with
approprate discounting of the cask finws Nofe 5 pravides infarmation ar key assumptions and sensitraty analyses performed.

Critical accounting judgements
There are niot cansidered to be any critical accounting judgements in respect of the Company for the current pericd.

3. Company profit

The Company has no employees other than the Directors.

The Company has taken advantage of the exemption granted by section 408 of the Companies Act 2006 wheretiy nc indiviaual profit
and loss account of the Company is disclosed. The Company's loss (202 2: profit] for the financiat year was £4.3 million {2022: £169.4
millicn).

Fees payable to the parent auditor and its associates in respect of the audit of the Company’s financial statements were £ 1.5 million
{(2022: £1.8 million).

4. Directors’ emoluments

Under Schedule 5 of the Large and Medium-sized Companies and Croups {Accounts and Reports) Regulations 2008 {Schedule 5), total
Directors’ emoluments, excluding Company pension contribuitions, were £3.1 million {2022: £3.9 million); these amounts are
calcutated on a different basis from emoluments in the Remuneration repert which are calculated under Schedule 8 of the Large and
Medium-sized Companies and Groups {Accounts and Reports) (Amendment) Regulations 2013 (Schedule 8 (2013)). These emoluments
were paid for the Directors’ services on behalf of Babcock International Group. No emoluments relate specifically to their work for the
Company. Under Schedule 5, the aggregate gain made by Directors from the exercise of Long Term Incentive Plans in 2023 as at the
date of exercise was £nil (2022: £qil) and the net aggregate value of assets received by Directors in the year ended 31 March 2023
from Long Term incentive Plans as calculated at the date of vesting was £nil (2022: £nil miflion); these amounts are calculated on a
different basis from the vaiuation of share plan benefits under Schedule 8 (2013} in the Remuneration report.
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Notes to the Company financial statements (continued)

5. Investment in subsidiary undertakings

31 March 3 varcs

2023 2600

L o . o Em . L

Cost at 1 Apri _ 2,466.5 2,488.5
Additiors - preference shargs converted 070 nvestmerts - 983.0 -
Costat 31 Marcm __ 34493 2.466.5

tnvestment additions relate wholly to the Canversion of preference shares in subsidiary undertakings, which matured by mutual
agreement of both partres on 31 March 2023,

At 31 March 2023, the cariying amount of the Company’s net assets of £2,747.3 million exceeded the Group's market capitalisation of
£1.5 billion {2022: £1.6 billion). As & result, management performed an impairment test of the Company’s major investments in line
with the requirements of I1AS 36 ‘impairment of assets'.

Results of the impairment test for the year ended 31 March 2023

This impaioment test for the year ended 31 March 2023 did not result in an impairment.
Impairment methodology

Cash-generating units

The CCU for the purpose of this analysis 1s the Group as a whole, as the Company has an investment in a single holding company
through which it indirectly owns the rest of the Group. The recoverable amount of the CCU is the higher of its value-in-use and its fawr
value less costs of disposal

Cafeuidglion ul iecoveralie aiirouri(

The recoverable amount of the Campany’s investrment i subsidiary undertakings was assessed by reference to value-in-use calculations.
Note 10 of the Group financial statements sets out further details in relation to haw the value-in-use calculations are determined.

Key assumptions

fhe key assurnptions to which the recoverable amount of the Company's investment in subsidiary undertakings is most sensitive are
future cash flows, long-tenm growth rates and discount rates. Further details on how these inputs are determined are set out in note 16
of the Croup financial statements.

The discount rates and lorg-term growth rates used to deterrmine the recoverable amount of the Comipany's investment in suhsidiary
undertakings are set out below.

31 March 2023 i 21 et JLol I

. Aviation Land Marine Nuclear Avialicn Lare . clear

¥ discount cate o 13.1 13.1 13.1 124 i3 g BREE- R )

ax discount rate ... 98 9.3 Y 9.3 85 7887 85 85
Long-term growth rate 2.1 2.1 2.0 1.9 2.2 2.2 2.4 2.0

Sensitivity

The Directors carried out sensitivity analyses on the reascnably passible changes in key assumptions used tc determine the recaverable
value of the Company’s investment in subsidiary undertakings. Reasonably possible changes in estimates are those that could give rise to
a material impairment 1n the following year. The Company carried out sensitivity analyses on the reasonably possible changes in the
discount rate and long-term growth rate used in the value-in-use models for the Company's investment in subsidiary undertakings.

Reasonabty possible assumptions for the pre-tax discount rate and long-term: growth rate for 2023 were considered tc be 200 basis
points {2022: Y00 bps} and 50 bps {2022: 50 bps) respectively. Significant headroom exists under these reasonably possible
sensitivities.

In the prior year it was noted that an increase to the pre-tax discount rate of 100 basis points would have caused an impairment of
£115.1 million and a decrease to the long-term growth rate of 50 basis points would have reduced headroom by £199.5 millien.
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6. Trade and other receivables

» ancial Statements

31 March LN
2023
_ . e _ Em“ En
Non-current - - ) )
Amagunts due from subsdiary undertakinés ' S B 2,581.7 2.628.4
Deferred tax_ S ' _j 5.1
Total non-current trade gnd_q!:t_ler__;égéi\_/_ébles o _ 2,585.5 2,633.5
Current o o
Amounts due from sunsidiary liﬁgieffakin-g-s- - - -7 23686 2419
Preference shares in a subsidiary undertaking o o 930.4
Prepayments S 0.1 Y
Total current trade and other receivables 236.7 1,175.7

There are no materigt provisions held against trade and cther receivabies under the expected credit loss model. Amounts due from
subsidiary undertakings that do not carry interest are repayable on demand.

The Group has performed an assessment of expected credit ioss for intercompany balances at 31 March 2023 and as a result of this
exercise the Company has recorded a lifetime expected credit loss provision under IFRS 9 in relation to certain amounts due from
subsidiary undertakings. This provision has been recarded due ta a significant increase in assessed credit risk, as indicated by a change in
liquid assets as a resuit of the disposal of the Aerial Emergency Services business, This is based on the value-in-use of the counterparty
and its subsidiaries, as well as the avanability of liguid assets that ceuld be used to repay the intercompany balance at the reporting
date. In assessing whether an expected credit loss is required, histancai default rates are reviewed and adjusted for forecast future
economic conditions This assessmant has neen nrepared for the nurnose of IFRS 9 and does not reflect the Group's commercial

assessment of recoverability of intercompany balances.

Of the preference shares in a subsidiary undertaking, the B preference shares of USDS00 million matured during the year by mutual
agreement of both parties and carned nrerest at 5.64'+, The remaining preference shares in suhsidiary nndertakings were turo
denurrinidled preference shares. totaiting €652 million, carrying a coupon rate of FURIBOR + 4.0%. All preference shares were converted

intc investments cn 31 March 2023 (see note 6).

interest rates on amounts owed by suhsidiary operations:

I ’E—DT_‘\ —c_urrem _ _ 777(7\1”8"( _
31 March 31 March
2023 2023
Em fm
EURIROR + 4.0% o T T 2a4 62.4 152.7
UG <20 - e H
FURIBCR + 1.5% S o - - 54
FURIBOR+CC% 7 S B - - 0.8
SONIA + 4.0% i T 89.7 115 29.2
USD LIBOR + 4.0% o _ 58 57 - -
STIBOR + 4% - T - 19.4 68 33
BRSW + 1.5% T o T 238 - -
BESW+4.0% ) ) - 25.1 - -
NIBOR + 4.0% o - y 6.7 5.3
15% o - . _o7 - 85
ast_ . _ L o - 1008 - -
54% e L _ - - 18
Interest-free T T T T S 2.424.7 2,299.2 64.2 21.2
25816 2,628.4 2.139.7 241.9
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Notes to the Company financial statements (continued)

7. Bank and other borrowings

Non-current
3ank .oans and otner barrow ngs

Current
3ank loans and othes Dorrowings

31 March
2023
£m

ERRVESD

ana

319.4

fhe reduction in current bank and other borrowings is a result of the repayment of the €550 millicn Eurobond in October 2022,

The Company has £1.868.0 million {2022: £2,301.8 millicn) of committed borrowing facilities, of which £768.4 million (2022:
£1,289.6 million] was drawn at the year end. The effective interest rates applying to bank loans and other borrowings were as follows:

UK bank overdraft

UK b-z%rjk borrowings o
8-year Eurghond October 2022

8 year Eurspard September 2027 -
8-year Eurcbond September 2027 - floating
£30C myllion bone 2026

- fixed

anciz! liabilities

Q
o

Non-current
Other financiat liabilities - currency anc interest rate swaps

31 March
2023
%

5.4

31 March
2023
_Em

474

31 Marer

5

Current } B o
Cther firancia uabilities - currency and inferest rate swaps

Disclosures in respect of the fair value of other financial assets and liabilities are provided i

9. Trade and other payables

Current o
Amourits gue fe subsidiary undertakings

Accryais anc deferrea income

note 21 to the Croup accounts.

31 March
2023
Em

28876
5.9

28935

415

The amounts due to subsidiary undertakings are repayable on demand and £2,887.6 million (2022: £2,455.6 million) is interest-free.

10. Share capital

Allotted. issued and fully paid
Al 1 April 2022 and 31 March 2623

Nictes. smoed ane fapa
At 1 Apnl 2C21 ang 31 March 2022
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GCrdinary shares
of 60p Total
_ . Number £m
’’’’ "~ 505,596,597 303.4
o 505,596,597 3034
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11. Contingent liabilities

{a) The Company has quaranteed or has joint and severat liability for bank overdraft facilities that are shared acioss multipte Group
companies with utibsation of £18.9 million at 31 March 2023 {2022: £383.6 million).

{h) Throughout the Croup. guarantees exist in respect of performance bonds and indemnities issued on behalf of Croup companies by
banks and nsurance companies in the ordinary course of business. At 31 March 2023 these amounted ta £257.8 milhon (202 2:
£396.5 million), of which the Company had counter-indemnified £249.2 million (2022: £378.9 mullion).

(€} The Company has gwen guarantees on behaif of Group companies in connection with the completion of contracts
within specification.

12. Group entities

See note 34 of the Croup financial statements for further details.

13. Events after the reporting period

See note 33 of the Group financiat statements for further details.
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Shareholder information

Financial calendar

Financial year end

2022123 full-year -esults announced
Annual Senetal Meeting

3! March 2023
20 ily 2023
28 Septemner 2023

Registered office and
Company number

33 wigmore Street
London, Wil 10X

Registered in England
Company number 02342138

Registrars

Link Group

Central Square

29 Wellington Street

leeds. L51 4DL

Emall:
shareholderenquinies@linkgroup.co.uk

www.babcock-shares.com

thrphnlﬁing‘; ran he mm‘;ag:]Pri hy
reqistering for the Share Portal at
www.babcock-shares.com. Alternatively,
shareholder enquiries relating to
sharenoiding, divilend payments, change
of address, fess of share certificate etc, can
be addressed to Link using their postat

or email addresses given above.

Tel: +44 (G)37 1664 C30C

{Calls are charged at standard geographic
rate and will vary by provider. Calls ocutside
the United Kingdom will be charged af the
applicable international rate. Lines are
open 9.00am - 5.30pm, Monday tc Friday
excluding public holidays in Engtand and
Wales.)

wwww. babcock-shares.com

ShareGift

if you have only a small number of shares
which would cost more for you to sel than
they are worth, you may wish to consider
donating them to the charity ShareGift
(Registered Charity 1052686) which
specialises in accepting such shares as
donatians,

Further information abcut ShareGift may
be obtained on 020 7930 3737 or from
www ShareGift.org
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