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Babcock IP Management (Number Two) Limited

Strategic report for the year ended 31 March 2017
The directors present their Strategic report on the Company for the year ended 31 March 2017.

Principal activities

Babcock IP Management (Number Two) Limited was incorporated on 11 June 2015, starting to trade
on 2 July 2015.

The principal activity of the Company is as a Group IP management company within the Group
headed by Babcock International Group PLC.

Review of the business

Year Nine

ended months

2017 2016

£000 £000

Revenue _ 33,168 25,065
Profit for the financial year 21,574 16,381

Principal risks and uncertainties

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

Further discussion of these risks and uncertainties, in the context of the Group as a whole, is
provided on pages 68 to 79 of the Annual Report of Babcock International Group PLC, which does
not form part of this report.

Key performance indicators

Given the straightforward nature of thé business, the Company’s directors are of the opinion that
analysis using key performance indicators is not necessary for an understanding of the development,
performance or position of the business.

On behalf of the Board

Y

I Urquhart
Director

28 September 2017
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Babcock IP Management (Number Two) Limited

Directors’ report for the year ended 31 March 2017

The directors present their report and the audited financial statements of the Company for the
year ended 31 March 2017.

Dividends

No dividends were paid or.declared (2016: £nil) during the financial year. There are no plans for a
final dividend.

Future developments

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

Directors

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

| Urquhart
F Martinelli
I Jewell

J Borrett

Financial risk management

All treasury transactions are carried out only with prime rated counter-parties. Financial risk is
managed in accordance with Group policies and procedures which are discussed on pages 33 to 37
and Note 2 of the Annual Report of Babcock International Group PLC, which does not form part of
this report.

Statement of directors’ responsibilities

The directors are responsible for preparing the Strategic report, the Directors’ report and the financial
statements in accordance with applicable law and regulations.

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

In preparing these financial statements, the directors are required to:

select suitable accounting policies and then apply them consistently;
make judgements and accounting estimates that are reasonable and prudent;
state whether applicable UK Accounting Standards, including FRS 101, have been followed,
subject to any material departures disclosed and explained in the financial statements;

. prepare the financial statements on the going concern basis unless it is inappropriate to
presume that the Company will continue in business.
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Babcock IP Management (Number Two) Limited

Directors’ report for the year ended 31 March 2017 (continued)

Statement of directors’ responsibilities (continued)

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Company’s transactions and disclose with reasonable accuracy at any time the financial
position of the Company and enable them to ensure that the financial statements comply with the
Companies Act 2006. They are also responsible for safeguarding the assets of the Company and
hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

Qualifying third party indemnity provisions

Babcock International Group PLC provides protections for directors of companies within the Group
against personal financial exposure they may incur in their capacity as such. These include
qualifying third party indemnity provisions (as defined by Companies Act 2006) for the benefit of
members of Babcock International Group PLC, including, where applicable, in their capacity as a
director of the Company and other companies within the Group. These indemnities came into force
in 2012 and remain in force.

Statement of disclosure of information to auditors
Each director, as at the date of this report, has confirmed that in so far as they are aware there is no
relevant audit information of which the Company’s auditors are unaware, and they have taken all the

steps that they ought to have taken as a director in order to make themselves aware of any relevant
audit information and to establish that the Company’s auditors are aware of this information.

Reappointment of auditors
PricewaterhouseCoopers LLP were reappointed as auditors at the Annual General Meeting.

On behalf of the Board

—

I Urquhart
Director

28 September 2017
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Babcock IP Management (Number Two) Limited .

Independent auditors’ report to the members of Babcock IP Management (Number
Two) Limited

- Report on the fmancial statements
Our opinion :

‘In our oplnlon Babcock IP Management (Number Two) Limited's financial statements (the “fmanC|aI
statements”):

° give a true and fair view of the state of the Company’s affalrs as at 31 March 2017 and of its

profit for the year then ended;
) have been properly prepared. in accordance W|th United Klngdom Generally Accepted
_ Accounting Practice; and
e  have been prepared in accordance with the requwements of the Companles Act 2006.
What we have audited - S : -y

Babcock IP Management (Number TWo) Limited’s financial statements comprise: - .

“the Balance sheet as ‘at 31 March 2017;
the Income statement and the Statement of comprehenswe income for the year then ended
the Statement of changes in equity for the year then ended; and
the Notes to the financial statements, which include a summary of significant accountmg pohmes :
and other explanatory mformatuon

The ﬁnancnal reporting framework that has been applied in their preparation is-applicable law and United
- Kingdom- Accounting Standards (United Kingdom Generally Accepted Accounting Practlce) including -

FRS 101 "Reduced Disclosure Framework”. . .

in applying the financial reporting framework, the directors have made a number of subjective

judgments, for example in respect of significant accounting estimates. In making such estimates, they
have made assumptlons and conS|dered future events. ;

' Opmlon on other matter prescrlbed by the Companles Act 2006 .

‘In our oplnlon based on the work undertaken in the course of the audit:

¢« . the information given in the Strateglc report and the Directors’ report for the financial year for
4 "which the financial statements are prepared is consistent with the financial statements; and
~e  the Strategic report and the Directors’ report have been prepared in accordance with apphcable

legal requwements
In addition,.in light. of the knowledge and understanding of the Company and its environment obtained

in the course of the audit, we are required to report if we have identified any material misstatements in
the Strategic report and the Directors’ report. We have nothing to report in this respect. .
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Babcock IP Management (Number Two) Limited

Independent auditors’ report to the members of Babcock IP Management (Number |
Two) L|m|ted (cont/nued) - :

' Other matters on which we are required to report by exception
'Adequacy of accounting records and information and .explanations received,

Under the Companies_ Act 2006 we are required to report to you if, in our opinion:_

. - we have not received all the information and explanations we require for our audit; or
e adequate accounting records have not been kept, or returns adequate for our audit have not -
been received from branches not visited by us; or
o . the flnanC|aI statements are not in agreement with the accountmg records and returns

‘We have no exceptions to report arising from this respo'nsmlllty.
Directors’ remuneration

Under the Companies Act 2006 we are required to.report to you if, in our opinion, certain disclosures
of directors’ remuneration specified by law are not made. We have no excepttons to report arising from
this responsibility.

Responsibilities for the financial statements and the audit
Our responsibilities and those of the directors

" As ekplalned more fully ln‘ the Statement of directors’ responsubllltles on pages 3 and 4 the directors
are responsible for the preparatlon of the financial statements and for being satisfied that they give a
true and fa|r view. .

Our responsibility is to audit and express an opinion on .the financial statements in accordance with
.applicable law and International Standards on Auditing (UK and [reland)) (“ISAs (UK and [reland)”).
Those standards requ1re ‘us to comply W|th the Auditing Practices Board's Ethical Standards for
Audltors : :

Thns report including the opinions, has been prepared for and only for the Company S members as a
body in accordance with Chapter 3 of Part 16 of the Companies-Act 2006 and for no other purpose.
We do not, in giving these opinions, accept or assume responsibility for any other purpose or to any
other person to ' whom this report is shown or into whose hands it may come save where expressly
agreed by our priof consent in writing.

~ What an audit of financial statements involves 4

We conducted our audit in accordance with ISAs (UK & Ireland). An audit involves obtaining evidence
about the amounts and disclosures in the financial statements sufficient to give reasonable assurance
that the financial statements are free from material misstatement, whether caused by fraud or error.

This includes an assessment of:

) whether the accobnting policies are appropriate to the Company’s circumstances and have

been consistently applied and adequately disclosed;
. the reasonableness of significant accounting estimates made by the dlrectors and
. the overall presentation of the financial statements.
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Babcock IP Management (Number TWO) Limited

Independent auditors’ report to the members .of Babcock IP Management (Number
Two) Limited (continued) - :

Responsibilities for the financial statements and the audit (coritihued)
What an audit of financial statements involves (continued)

We primarily focus our work in these areas by assessing the directors’ judgments against available
lewdence forming our own judgments, and evaluating the disclosures in the financial statements.

. We test and examine lnformatlon using sampllng and other auditing technlques to the extent we
. consider necessary to provide a reasonable basis for us to draw conclusions. We obtain audit evidence
through testing the effectiveness of controls, substantive procedures or a combination of both.

In addition, we read all the financial and non-financial information in the annual report to identify material
inconsistencies with the audited financial statements and to identify any information that is apparently
materially incorrect based on, or materially inconsistent with, the knowledge -acquired by us’in the
course of performing the audit. If we become aware of any apparent material misstatements or
“inconsistencies we consider the implications for our report. With respect to the Strategic report and
Directors’ report, we consider whether these reports include disclosures reqwred by appllcable Iegal
requurements

~ Nicholas Campbell-Lambert (Senior Statutory Auditor) .
For and on behalf of PricewaterhouseCoopers LLP
‘Chartered Accountants and Statutory Auditors

London, United Kingdom*

28 September 2017
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Babcock IP Management (Number Two) Limited

Income statement
for the year ended 31 March 2017

Note
Revenue 4
Other operating expenses
Administrative expenses
Profit on ordinary activities before income tax
Income tax expense 5

Profit for the financial year / period

All of the above results derive from continuing operations.

Statement of comprehensive income
for the year ended 31 March 2017

Profit for the financial year / period

Total comprehensive income for the financial
year / period

Registered number 09634332

Year ended Nine months
2017 2016
£000 £000

33,168 25,065
(11,579) (8,684)
(15) -
21,574 16,381
21,574 16,381

Year ended Nine months
2017 2016
£000 £000

21,574 16,381
21,574 16,381
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Babcock IP Management (Number Two) Limited

Balance sheet
as at 31 March 2017

Note

Non-current assets

Intangible assets 6

Current assets

Trade and other receivables 7

Current liabilities

Cash and cash equivalents

Trade and other payables — amounts falling due within
one year

Net current assets

Net assets

Equity

Called up share capital 8
Share premium account
Retained earnings

Total shareholders’ funds

The notes on pages 12 to 15 are an integral part of these financial statements.

The financial statements on pages 8 to 10 were approved by the Board of directors and signed

on its behalf by:

| Urquhart
Director

28 September 2017

Registered number 09634282

Year ended Nine months
2017 2016
£000 £000

95,527 107,106
63,136 25,065
(4,915) -
(3) -
58,218 25,065
153,745 132,171
115,790 115,790
37,955 16,381
153,745 132,171
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Babcock IP Management (Number Two) Limited

Statement of changes in equity
for the year ended 31 March 2017

Share Total share-
Called up premium Retained holders’
share capital account earnings funds
£000 £000 £000 £000
Balance at 11
June 2015 - - - -
Profit for the period - - 16,381 16,381
Share issue - 115,790 - 115,790
Balance at 31
March 2016 - 115,790 16,381 132,171
Profit for the financial
year - - 21,574 21,574
Balance at 31
March 2017 - 115,790 37,955 153,745
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Babcock IP Management (Number Two) Limited

Notes to the financial statements
1 General information

Babcock IP Management (Number Two) Limited is a private company which is incorporated and
domiciled in the UK. The address of the registered Office is 33 Wigmore Street, London W1U 1QX.

2 Summary of significant accounting policies

The principal accounting policies applied in the preparation of these financial statements are set
out below.

Basis of preparation

The financial statements have been prepared in accordance with Financial Reporting Standard
101, ‘Reduced Disclosure Framework’ (FRS 101). These financial statements are prepared on a
going concern basis, under the historical cost convention, as modified by the revaluation of land
and buildings and certain financial assets and liabilities measure at fair value through profit and
loss in accordance with the Companies Act 2006. The financial statements are prepared in sterling
which is the functional currency of the Company and rounded to the nearest £'000.

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 policies. The areas involving a higher degree of judgement
or complexity, or areas where assumptions and estimates are significant to the financial
statements are disclosed in note 3.

The following exemptions from the requirements of IFRS have been applied in the preparation of
these financial statements, in accordance with FRS 101:

a) Paragraphs 45(b) and 46 to 52 of IFRS 2, ‘Share based payments’

b) IFRS 7, ‘Financial instruments: Disclosures’

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

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

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

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

- paragraph 118(e) of IAS 38 Intangible assets (reconciliations between the carrying amount
at the beginning and end of the year)

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

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

f) IAS 7, ‘Statement of cash flows'

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

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

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

After making engquiries, the directors 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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Babcock IP Management (Number Two) Limited

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

Intangible assets

Intangible assets are stated at cost less accumulated amortisation. The intangible assets are
amortised on a straight line basis over a period of 10 years.

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 only 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 period.
Development costs that have been capitalised are amortised from the date the product is available
for use on a straight-line basis over the period of its expected benefit but not exceeding seven
years.

Trade receivables

Trade receivables are stated at their cost less provision for bad debts. A provision for bad debt is
established when there is objective evidence that the collection of the debt is no longer probable.

Trade payables

Trade payables are obligations to pay for goods or services that have been acquired in the
ordinary course of business from suppliers. Trade payables are initially recognised at fair value,
which is usually original invoice amount and are subsequently held at amortised cost using the EIR
method (although, in practice, the discount is often immaterial). If payment is due within one year
or less payables are classified as current liabilities. If not, they are presented as non-current
liabilities.

Revenue

Royalty revenue represents amounts receivable for use of intellectual property including know
how. Royalty income is recognised on an accruals basis in accordance with the substance of the
relevant agreements.

Taxation

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

(b) Deferred income tax

Deferred income tax is provided in full, using the liability method, on temporary differences arising
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 at the time of the transaction
affects neither accounting nor taxable profit or loss, it is not accounted for. Deferred income tax is
determined using tax rates (and laws) that have been enacted, or substantially enacted by the
balance sheet date and are expected to apply when the related deferred income tax asset is
realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised to the extent that it is probable that future taxable profit
will be available against which the temporary differences can be utilised. Tax is recognised in the
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Babcock IP Management (Number Two) Limited

income statement except to the extent that it relates to items recognised directly in either other
comprehensive income or in equity.

Notes to the financial statements (continued)

3 Critical accounting estimates and judgements

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

Estimates and judgements are continually evaluated and are based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under the
circumstances. The following judgements (apart from those involving estimates) have had the
most significant effect on amounts recognised in the financial statements.

4 Revenue
Year ended Nine months

2017 2016
£000 £000
Group royalty revenue 33,168 25,065

Revenue for both periods originated in the United Kingdom.

5 Income tax expense

Tax expense for the year is lower (2016: lower) than the standard effective rate of corporation tax
in the UK for the year ended 31 March 2017 of 20% (2016:20%). The differences are explained

below:
Year ended Nine months

2017 2016
£000 £000-
Profit on ordinary activities before taxation 21,574 16,381
Profit on ordinary activities multiplied by standard UK
corporation tax rate of 20% 4,315 3,276
Effects of:
Expenses not deductible for tax purposes 2,316 1,737
Group relief for nil consideration (6,631) (5,013)

Total tax charge for the financial year/period - -

It was announced in 2017 UK Budget that UK corporation tax will be reduced to 17% from April
2020. As a result of this change, UK deferred tax balances have been remeasured at 17% as this
is the tax rate that will apply on reversal.
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Babcock IP Management (Number Two) Limited

Notes to the financial statements (continued)

6 Intangible assets

Intellectual property Year ended Nine months
2017 2016
£000 £000

Cost

At start of period 115,790 -

Additions - 115,790

At 31 March 115,790 115,790

Accumulated amortisation and impairment

At start of period 8,684 -

Amortisation 11,579 8,684

At 31 March 20,263 8,684

Net book value at 31 March 95,527 107,106

Intangible assets amortisation is recorded in other operating expenses in the income statement.

7 Trade and other receivables - amounts falling due within one year

Year ended Nine months

2017 2016

£000 £000

Amounts due from group undertakings 29,968 -
Group royalty revenue receivable 33,168 25,065
63,136 25,065

Amounts due from group undertakings are unsecured, interest free and repayable on demand.

8 Called up share capital
Year ended Nine months

2017 2016
£ £

Allotted and fully paid
10,001 ordinary shares of £0.01 each 100 100

9 Contingent liabilities

At the year-end date the Company had guaranteed or had joint and several liability for drawn
Babcock International Group PLC bank facilities of £nil (2016: £nil) provided to certain Group
companies. In addition, the Company had joint and several liabilities for the drawn bank overdraft
facilities of other Group companies of £nil (2016: £nil).
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Babcock IP Management (Number Two) Limited

Notes to the financial statements (continued)

10 Related party disclosures

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

11 Immediate and ultimate parent undertakings

The Company‘'s immediate parent company is Babcock Integration LLP a limited liability
partnership registered in England and Wales. The Company’s ultimate parent undertaking and
controlling party is Babcock International Group PLC, a company registered in England and Wales.
The only Group in which the results of the Company are consolidated is that headed by Babcock
International Group PLC.

Copies of Babcock International Group PLC Financial Statements are available from the following
address:

The Company Secretary
Babcock International Group PLC
33 Wigmore Street

London W1U 1QX
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