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.Babcock Critical Services Limited

Strategic report for the year ended 31 March 2018
The directors present their Strategic report on the. Company for the year ended 31 March 2018,

Princigal activities

The Company provides support services operations in the Emergency Services, Mining &
Construction and Aviation sectors. Services surround the provision of maintenance and fleet
management support services, for customer fleets with a view to optimising asset availability.

Review of the business '
) e 2018 2017

£000 £000

Tumover ~ 105,191 108,144
Profit before mterest and tax 16,004 4,935

-+ Net-assets - : S oL 37,393 - -.20,618

Performance was broadly in line with expectatlons The £11.1m increase in proﬂt before mterest and
" taxarose pnmarily from a £7:5m increase in dividends received

‘The growth and performance of Land, a division of Babcock Intemational. Group PLC, which includes
the Company, is discussed on pages 38 to 45 of the Group's report which does not form part of this

report

Principal risks and uncertainties

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

The key risks and uncertainties affecting the Company are considered to be related to overexposure
to any one of our market sectors, the political and regulatory environment and the ability to recruit
and retain quality staff. The directors manage this risk by meeting on a regular basis to discuss these
risks.

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.

- ——
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Babcock Critical Services Limited

Strategic report for the year ended 31 March 2018 (continued)

Future developments

The Company continues to pursue and develop opportunities within the various sectors of fleet
management support and is confident.that further revenue. growth will be seen over- the course
of the coming one to two years.

Key performance indicators-

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

Management continues to use all relevant financial information in operating the Company’s contracts
and in controlling its cost base. Individual contracts have key performance indicators (KPIs)
integrated into their terms and conditions. These KPls are normally based on two basic principles;
being response and availability. Response means how quickly the company ‘meets the needs of
customers .and their assets when those assets become unserviceable. The principle of availability
typically measures the amourit of time that.a customer asset or. fleet is unserviceable. These KPls
are: at the heart of the Company’s activities and customer satisfaction and as such they are
monltored by management ona regular basis.

In the last year the Company has continued to maintain the high levels of service KPIs to its exlstmg
and new customers and deliver a consistently high service to the customer throughout the year. The
Company’s key customers continue to express a high level of satisfaction with this performance.

| On tﬁ:ehai.fidif the baard

J R Parker
Director

IS~ March 2019
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Babcock Critical Services Limited

Directors’ report for the year ended 31 March 2018

The directors present their report and the audited financial statements of the Company for the
year ended 31 March 2018.

Dividends

An interim dividend of £Nil (2017: £8.9m) representing £Nil per ordinary share (2017: £0.444
per ordinary share) was declared and paid in the year. No final dividend for the year ended 31
March 2018 has been provided by the directors (2017: £nil).

Future developments

- Information on the future developments of the Company can be found in the Strategic report.

Financial risk management

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

All treasury transactions are: camed out only with prinie rated counter-parhes Fmanclal Risk is
managed in accordance with Group policies and procedures which are.discussed on pages.68
to 79 and Note 2 of the annual report of Babcock Intemational Group PLC whlch does not form

part of this report

Price risk e ' '
The. Company is exposed to pnce risk as.a result of its. operatlons Thls risk is- mitigated by

- ‘specific functions which assess pricing in respect ‘of both selling and procurement activities. The
Company has no exposure to-equity secuntues prloe risks as.it holds no listed equity-investments.

Credit risk
The Company has implemented policies that require appropriate credit checks oh potential

customers before sales are made. The Company also monitors existing customer accounts on
.an on-going basis.and takes appropriate action where. necessary to.minimise:any potential credit
risk. Cash-and bank balances are held with banks that have been assigned satisfactory credit

ratings by international credit rating agencies.
Liquidity risk
The Company retains access to pooled cash resources to ensure it has sufficient available funds

for operations. The Company also has access to longer term funding from its ‘ultimate parent
undertaking if required.

Interest rate cash flow risk

The Company has both interest bearing assets and interest-bearing liabilities. The interest-bearing
assets accrue interest at a floating rate. Interest-bearing liabilities accrue interest at a floating rate.
The Company does not use derivative financial instruments to manage interest rate costs and, as

such, no hedge accounting is applied.
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Babcock Critical: Services Limited

Directors’ report for the year ended-31 March 2018 (continued)

Directors

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

J Davies  (Resigned S January 2018)

J Parker

| Urquhart (Resigned 15 January 2018)

R Taylor

S White

T Newman (Appointed 30 April 2018 and resigned 17 January 2019)
S West (Appointed 30:April 2018)

M Hayward (Appointed 17 January 2019)

Employment of disabled persons

Applications for employment by disabled persons are always. fully considered, bearing in mind
the respective aptltudes and abilities of the applicant concerned. In the event of members of
staff becoming disabled, every effort is made to enstire that their employment with the Company
continues and the appropriate training is arranged it is the policy of the Company that the
training, career development and promotion of a disabled person should, as far as possible, be
' xdentlcal tothatofa person who does not suﬂ’er from a dlsablllty

'Employee involvement

Consultation with employees or their representatives has continued at all levels, with the aim of

-ensuring that their views are taken into account when decisions are made that are likely to affect
their interests and that all employees are aware of the financial and economic: performanoe of -
their business_units and of the Company ‘as -a whole. Communication” with-all emiployees
‘continues through the in-house newspaper and newsletters; briefing groups and the distribution
of the annual report. ,

Safety bolicy

‘:'flt is Company policy to take steps to enisure, as far as reasonably practlcal the. heaith, safety
and welfare of the employees of the Company. -

. Research and development

The Cempany commits resources to-research and development to the extent management
considers reasonable for the evolution and development of the business.

Registered number SC046710 Page 5




Babcock Critical Services Limited

Directors’ report for the year ended 31 March. 2018 (continued)

Environment

The Company has developed.and unplemented an environmental policy to ensure that the
impact of its activities on the environment is limited to the minimum prachcable level.

Golng concern
The fi nahclal statements have been prepared ona gomg concern basis as Babcock Intemattenal

obllgat:ons as they fall due. The directors have received confirmation that Babcock- lntemat:ona!
Group PLC intends to support the company for at least one year aﬂer the financial statements are

signed. -
Statement of dlrectors responsiblllties

"The dnrectors are responsnble for prepanng the Annual Report and the fi nanclal statements in
accordance with applmble law and regulation.-

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

o select suitable accounting policies and-then.apply them consistently;

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

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

o prepare the financial statements on the gomg concemn basis unless it is inappropriate to
presume that the company will continue in business.

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

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

Directors’ report for the year ended 31 March 2018 (continued)
Statement of directors’ responsibilities (continued)

Directors’ confirmations

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

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

o 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 establlsh that the company s
auditors are aware of that information.

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 2008) for the
benefit of members of Babcock International Group PLC, mcludmg, 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.

On behglf of the board

" JR Parker
Director
IS~ March 2019
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Babcock Critical Services Limited

Independent auditors’ report to the members of Babcock
Critical Services Limited

Report on the audit of the ﬁnanclal statements

Opimon
In our opinion, Babcock Critical Services Limited’s financial statements:
e  give a true and fair view of the state of the company’s affairs as at 31 March 2018 and of its profit for the year then
ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure’ Frameworl(’ and applicable law); and

e havebeen prepared in accordance with the reqmrements of the Compamee Act 2006.

We have audited the financial statements, included within the Annual Report and the financial statements (the “Annual
Report”), which comprise: the Balance sheet as at 31 March 2018; the Income statement, the Statement of comprehensive
income.and the Statement of changes in equity for the year then ended; and the notes to the financial statements, which
mclude a descnpton of the s:gmﬁeant aocountmg pohaes

Basns for opmlon ‘

‘We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and applicable law. Our
responsibilities under ISAs (UK) are further described in the Auditors’ responsibxhues for the audit of the financial statements
section of our report. We believe:that the audxt evidence we: have obtained i is sufficient-and appropriate to provide a. basls for

our opinion.
Indepeudence

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

.‘:'Cbﬁé:lusiohs relating to going ¢onéern
ISAs (UK).require us to report to you when; * - ,
e the directors’ use of the going concern basis of accounting in the preparation of the financial statements is not
appropriste; or
o the directors have not disclosed in the financial statements any identified material unceértainties that may cast

significant doubt about the company’s ability to continue to adopt the going concern basis of accounting for a
period-of at least twelve months from the date when the financial statements are authorised for issue.

‘We have nothing to report in respect of the above matters:

However, because not all future events or conditions can be predicted, this. statement is not a guarantee as to the company’s
-ability to-continue as a going concern. For. example, the terms on which the United ngdom may withdraw from the
Europm Union, which is currently due to occur on 29 March-2019, are not clear, and it is difficult to evaluate all of the
potentnal lmphcatxons on the company s trade, customers, suppllers and the wider economy

Reporting on other information

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

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

With respect to the Strategic Report and Directors’ Report, we also considered whether the disclosures required by the UK
Companies Act 2006 have been included.
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Babcock Critical Services Limited

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

Strategic Report and Directors’ Report
In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic Report and

Directors’ Report for the year ended 31 March 2018 is consistent with the financial statements and has been prepared in
accordance with applicable legal requirements.

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

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Statement of Directors’ Responsibilities set out on page 6, the directors are responsible for the
preparation of the financial statements in accordance with the applicable framework and for being satisfied that they give a
true and fair view. The directors are also responsible for such internal control as they determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.

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

Auditors’ responstbilities for the audit of the financial statements

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

A further description of our responsibilities for the audit of the financial statements is located on the FRC's website at:
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report
This report, including the opinions, has been prepared for and only for the company’s members as a body in accordance with
Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept or

assume responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it may
come save where expressly agreed by our prior consent in writing.

Other required reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:
e we have not received all the information and explanations we require for our audit; or

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

»  certain disclosures of directors’ remuneration specified by law are not made; or
e the financial statements are not in agreement with the accounting rccords and returns.

We have no exceptions to report arising from this responsibility.

83 owi g

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

’ 5March 2019 -
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Babcock Critical Services Limited

Income statement
for the year ended 31 March 2018 ‘
A Note 2018 2017
£000 £000
Revenue 4 105,191 108,144
Cost of sales (93,681) (104,274)
Gross profit 11,510 3,870
: Administrative expenses (11,882) (7,794)
Operating loss . 5 (372) - (3,924)
_Income from shares in group undertakings 19 _16,376 8,859
Profit before interest and taxation 16,004 4,935
Financeincome : 6 973 556
Finance costs . 6 (413) (92)
.Other finance income/(costs) - pensions 22 60 (32)
Profit before taxation 16,624 5,367
Income tax (expense)/credit 9 (187) 144
Profit for the year 16,437 5,511
All of the above resuits derive from continuing operations.
Statement of comprehensive income
for the year ended 31 March 2018 ,
Note 2018 2017
o . £000 £000
. Profit for the year .. 16437 ... 5,511
Gain on re-measurement of net defined benefit 22 396 4,808
obligation
Tax on net defined benefit obligation {58) (842)
Other comprehensive income for the year: 338 3,966
Total comprehensive income for the year ‘16,775 9,477
Registered number SC046710 Page 10




Babcock Critical Services Limited

Balance sheet
as.at 31 March 2018
2018 2017
‘ Note £000 £000
leec_l assets
Intangible assets ' 10 1,382 1,310
Property, plant and equipment 11 - 8,862 9,933
Investments 12 66,353 66,353
Pension asset 22 3,027 2,161
79,624 79,757
Current assets , , .
Inventories 13 1,546 2,512
Trade and other receivables 14 60,498 47,984
Cash and cash equivalents . 15,8625 11,972
77,669 62,468
Trade and other payables 15 (118,451) (121,094)
Net current liabilities (40,782) (58,626)
Total assets less current liabilities 38,842 21,131
Provision for liabilities 16 (1,449) (513)
Net.assets 37,393 20,618
Equity
Called up share capital ' 18 19,908 19,308
Retained eamings 17,485 710
Total shareholders’ funds 37,393 20618

The notes on pages 13 to 38 are an integra! part of these financial statements.

The financial statements on pages 10 to 38 were approved by the board of directors and signed on
its behalf by:

J R Parker

Director
,S— March 2019
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Babcock Critical Services Limited

Statement of changes in equity

for the year ended 31 March 2018

Balance at 1 April: 2016

Profit for the financial year
Other comprehensive income

Total comprehensive income

for the year

Dividends paid

Balance at 31 March 2017
Profit for the financial year
Other comprehensive income

Total cbmpnehen‘sive income
for the year

Balance at 31 March 2018 |

Registered number SC046710

Note

19

Called-up Retained  Total Share-
share capital Earnings holders Funds
“£000 £000 £000
19,908 92 20,000
- 5,511 5,511
- 3,966 3,966
9,477 9,477
- (8,859) (8,859)
19,908 710 20,618
‘ - 16,437 16,437
- . 338 338
16,775 16,775
19,908 17,485 37,393
Page 12




Babcock Critical Sérvices Limited

Notes to.the financial statements
1 Gen‘eral:lnfonnation

Babcock Critical, Serwoes Limited is a pnvate company limited by shares, which is incorporated and-
" domiciled in Scotland. The address of the registered office is 110. Queen Street, Glasgow, ‘G1 3HD..

2 Summary.of significant accounting policies

The principle:accounting policies applied in the preparation of these:financial statements.are set out
below. These policies havebeen consistently applied to all the years presented inless: othervise
stated: : T e

' Basis of preparation

: The financial statements have been.prepared in accordance with Financial-Reporting Standard 101,

, ‘Reduced Disclosure:Framework’ (FRS 101). These financial statéments are prepared on a going
concem basis, under the historical cost convention, in accordance ‘with'the Compames Act 2006.
The financial statements are prepared in sterling which is the functional’ currency of the Company

- “and rounded to:the-nearest £'000. P

The preparatuon of financial statements in oonforrmty W|th FRS 101 feqnlres the use of certaln crmcal
“applying the Company s aocountmg policies. The areas mvolvmg a higher degree of judgement or
complexity, or areas where assumptions and estimates are -significant to the financial statements
are disclosed in note 3.

uitimate parent, Baboock Intematlonal Group PLC it is mcluded in the consolidated ﬁnanmal
statements of Babcock Intémational’ Group PLC: which are publicly available. Therefore the
Company is.exempt by virtue of section 400 of the Companies Act 2006 from the requirement.to
prepare consolidated financial statements.

The faollowing exemptions. from  thé- réquiremeérits of IFRS have been applied in the preparation of
these financial statements, in accordance with FRS101:

c) Paragraph 38 of IAS 1, 'Presentatlon of fi nanclal statements oomparatwe mformatlon
requirements in respect of:
(i) paragraph 79(a)(|v) of 1AS 1;
(ii) paragraph 73(e) of IAS 16 Property, plant and equipment;
(iii) paragraph 118(e) of IAS 38 Intangible assets (reconciliations between the carrying
amount at the beginning and end of the périad)

~ Registered number SC046710 | Page 13




Babcock Critical Services Limited

Notes. to the financial statements (continued)

2 Summary of significant accounting policies (continued)

Basis of preparation (continued)

d) The following paragraphs of IAS 1, ‘Presentation of financlal statements':
- 10(d), 16, 38, 40, 111 and 134-136"

e) IAS 7, ‘Statement.of cash flows’

) Paragraph 30 and 31 of IAS 8 ‘Accountlng policies, changes in accountmg estrmates and

- @Iors”,

g) Paragraph 17 of IAS 24, ‘Related party disclosures’ (key management compensation)

h) The requirements in IAS 24, ‘Related party disclosures’ to disclose rélated party
transactions entered into between two_or more members of agroup -

Going.concern

The financial statements have been prepared ona going concem basis as Baboock International
Group PLC, the ultimate parent. company..intends.to support the company to-ensure it can:meet its
obligations as they fall due. The directors- have received confirmatlon that Babcock International
Group PLC intends:to support the company for at least ane year after the financial statements are

signed.

Revenue

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the
Company‘and the revenue can be reliably measured. The following specific récognition criteria must
' also be met before revenue is recognised:

' (a) Provrsron of goods

Revenue is recogmsed when the slgnnf cant rlsks and rewards of ownershlp of the goode have

o probab!e
(b) Sale of servroes

A Revenue from services rendered is: recognlsed by reference to the stage of completuon of the

transaction. The provision of services over a long-term period are accounted for under the principles
of construction contracts, and the revenue recognised as set out below. In a limited number of
contracts where performance and revenue are measured annually the revenue and costs are

similarly recognised over the course of the year.

Registered number SC046710 Page 14




Babcock Critical Services Limited

Notes: to the financial statements (continued)
2 Summary of significant accounting policies: (continued) . . -
Revenue (ccntihued) : : S

Revenue from Iong-term service contracts is recogmsed by reference to the stage of completion of
the contract in accordance with IAS 18 ‘Revenue‘ 'and'IAS 11 'Constructron contracts' The stage of
.M

to assess the stage of completron mclude mcurred costs as a proportlon of: total cos tabour hours

incurred or: eamed value of work performed

The profit element of the revenue: attnbutable toa contract is recognrsed if the fi nal outcome can be
reliably assessed In order to assess the Ilkely outcome of a contract a full estlmated cost of

' certarn contracts have parnlgarn share arrange ents whereoy target cost under/over pends are
- shared: with the 'customer, these' sharing-arrangements: are included in assessing the overall contract
outturn :and the:expected profit.

Any expected !oss ona contract is recognised |mmed|ately in the income statement.

exoeed progress blllmgs

‘The Company presents as a Irabmty the gross amount due to customers for contract work for alf
contracts in progress for which progress billings exceed costs incumed plus’ reoogmsed proﬁts (less.
‘recognised losses).

Pre-contract costs. are recognised as expenses :as- incurred, except that drrectly attnbutable costs:
. are. recogmsed as an asset.and amortrsed over: the hfe of the:contract when it can- be. rehably-

- mﬂows

"‘Post-contract award but pre-contract operatlonal start-up mobnlrsatron costs are recogmsed as an
asset and amortised over the life of the contract:
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Babcock Critical Services 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 mtanglble assets are
amortlsed on‘a straight line basis as follows: :

a) Research and development

Research expenditure is recognised as an expense as incurred. Costs mcurred on development
projects are recognised as intangible assets when it is probable that the project will be a success
considering its commercial and technologlcal ‘feasibility; and only 'if the cost.¢an be measured
reliably. Other development expendlture is récognised as an expense as incurred. Development
costs prevnously recognised as an expense are not.recognised as-an asset in a subsequent period.
Development oosts that have been wpltallsed are amortised from the date the product is available

b) Computer software

Computer software includes software licences acquired: plus-the costs incurred in bringing the
software into use and is shown ‘at cost less accumulated amortlsatlon and is amortised over its

expected useful life.

Property, plant and equipment

Property, plant and equipment (PPE) is shown 4t cost less subsequent depreciation and impairment,
except for Iand which |s shown at cost less. lmpalrment Cost mcludes expendlture that is- dlrectly

Land: , . ) Not; depreciated -
Freehold property 2%to8%
Leasehold property Lease term

Plant and equipment 6.6% to 33.3%

PPE is revnewed for lmpanrment whenever events or changes in clrcumstances |nd|cate that the

down- |mmed|ately to lts recoverable amounit if the asset's carrymg amount exceeds the hlgher of an
asset’s fair value less cost to sell or value in use.

Investments
Fixed asset investments are stated at cost less provision for impairment in value.

Inventory
Inventory is valued.at the lower of cost and net realisable value. Cost is determined on a first-in first-

~ out methiod. In'the case of finished goods and work in progress, cost comprises direct material and
- labour and an appropriate proportion of overheads.
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Babcock Critical Services Limited

Notes to the financial statements (continued)

2 Summary of significant accounting policies {(continued)

Trade receivables

Trade receivables are stated at their cost less. pm\risior_i: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.

Finanélal instruments

(i) Flnanclal assets
Basic financial assets,.including trade and other: recelvables cash and bank balances and amounts
owned by group undertakmgs are mmally recogmsed at transactlon price, unless the. arrangement

future recelpts discounted ata market rate of. mterest

Such assets are subsequently carried at amortised cost using the effective interest method.

At the end of each reporting .peried financial assets measured at amortised cost are: assessed for
objective evidence of .impairment. If an asset is impaired. the impairment loss is the difference
between the-carrying amount and the present value of the estimated cash flows discounted at the
asset’s original effective interest rate. The impairment loss is recognised in profit or loss.

If there is decrease in the impairment loss arising from an event.occurring after the'lmpalrment was
_recogmsed the |mpa|rment is reversed The rever_sal is such that the current carrymg amount does

'Fmanc:al assets are dereoognrsed when (a) the: contractual rights to the cash flows from the asset
expire-or are settled, or (b) substantially-ali the risks and rewards of the ownership of the asset are
transferred to another party or (c) desprte having | retamed some significant risks and rewards of

umlaterally sell the asset'to an unrelated third party wrthout tmposmg addmonal restnctlons

(i) Financial liabilities )

- Basic financial liabilities, including trade and other payables and loans-from fellow Group.companies,
are initially recognised -at transaction - pnoe unléss the arrangement constitutes a fi inancing
‘transaction, ‘wherethe. ‘debt. instrument is. measured ‘at the present value ‘of the future receipts
discounted ata ‘market rate of interest. .

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers. Accounts payable are classified as current liabilities if payment
is due within one year or less. If not, they are presented:as non-current liabilities.: Trade payables
are recognised initially at transaction price and. subsequently measured at amortised cost using the
effective interest method.

Financial liabilities are derecognised when the liability is. extinguished, that is when the contractual

obhgatlon is dlscharged cancelled or expires.

(ili) Offsetting
Financial assets and liabilities are offset-and the net amounts presented in the financial statements

when there is-a legally enforceable right to set off the' récagnised amounts and:thére is an intention
to settle on a net basis:or to realise the asset and settle the liability simultaneously.
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Babcock Critical Services Limited

Notes to the financial statements. (continued)

2 Summary of significant accounting policies (continued)
Taxation
(a) Current income tax -

"Current tax is provided at amounts expected to be pa:d (or recovered) usmg 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. Irabrllty method, on temporary dlfferences 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 mcome tax: assetis. reallsed orthe deferred income

tax liability is settled

Deferred mcome tax assets are recognised to the extent that nt is probable that future taxable.profit

Taxis recogmsed in the income statement. except to the extent that |t relates to items recogmsed
dlrectly in either other. comprehensive income or in equity. -
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Babcock Critical Services Limited

Notes to the financial statements (continued)

2 Summary of significant accounting policies (continued) -
Pensions costs and other post-retirement benefits

The Company participates in: a defined benefit: scheme that shares risks between entities under
common control. The 'defined benefit: scheme defines the amount of pension- beneﬁt that an
employee will receive on retirement, usually dependent on one-or more factors such as age, years

of service and compensation.

The cost of providing benefits is determined using the projected. unit credit actuarial valuation
methed. The total 'service. cost- and associated administration costs of the pension scheme are
charged to gperating profit in the entities who' .participate in: the scheme. In addition, a retirement
- : benefit interest'charge on the net pension deficit.is charged to the income statement as a finance
* cost.. Actuarial gains and- losses are recognlsed dlrectly in equity through the statement of
oomprehensnve income. .

. The fair value of plan. assets, are, measured in aocordance with FRS 101 fair value hierarchy and
includes the use of appropriate valuation techniques.

The extent to which the Company recognises its share of the income statement charge, the assets
and liabilities.of the scheme, ‘and the actuarial gain or loss is determined by the proportlon of active
members of the scheme that it employs.

‘The scheme’s liability is the present value of the defined benefit obhgatlon at the end of the reporting
date less the fair value of the plan assets at the reporting date.
The Company participates in a defined coritribtition scheme. Obligations for contributions to the

defined contribution pension plan are.recognised as-an expense in the income statement.

‘Foreign currencies

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

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

Operating leases

Operating lease payments are recognised as an expense in the income statement on a straight-
line basis. A provision is made where the operating leases are deemed to be onerous.
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Babcock Critical Services Limited

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

Provisions for liabilities

A provision is recognised in the balance sheet when the.Company has a present legal or constructive
obligation as a result of a past event, it is probable that an outflow of economic benefits will be
required to settle the obligation and the amount has been reliably 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 Company has approved a detailed and formal
restructuring plan, and the restructuring has either commenced or has been publicly announced.
Future operating costs are not provided for.

. A provision for onerous contracts is recognised when the expected benefits to be derived by the

-Company from-a:contract are lower than the unavoidable cost of meeting its. obhgatlons under the
contract. A provision for warranties is recogmsed ‘on completed contracts and disposals when there
is a realistic expectation of the. Corn__pany incurring further costs.-

Provisions for Iossee on contracts are. recorded”when it becomes probable that total estimated

work-m-progress for that portion of the work whlch has already been completed, and as habllrty
provisions for the remainder. Losses are determined on'the basis of estimated results on.completion
of contracts and are updated regularly A provision is made where the operating leases are deemed

to be onerous

A pr.ovision for employee benefits is recognised when there is a realistic expectation of the liabifity.

' Dividends

Dividends are recognised as a liability in the Company’s financial statements in the period in which
they are approved. Interim dividends are recognised when paid.
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Babcock Critical Services Limited

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 year. However, the nature of
estimation means that actual outcomes could differ from those eshmates

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 estimates have had the most significant effect on amounts recogmsed
in the financial statements

Contract accounting

The Company has long term contracts where revenue and expenses are incurred over multiple
financial periods. This requires estimates of revenue and ‘expenses over multiple periods,
considering. various elements such as the frequency and extent of the number of employees,
matenals and other resources required to fulfil the contract terms blllmg rates and cost changes

Where necessary,. provnsuons are established for any probable future losses.

,Deﬂned beneﬁt penslon scheme

The Company has an obllgatlon to pay pension benefts to certain emp!oyees The cost of these
benefits and the present value of the obligation depend on a number of factors, including: life
expectancy, salary increases, asset valuations and the discount rate on corporate bonds.
Management estimates these factors in determining the net pension obligation in the balance sheet.

The assumptions reflect historical experience and current trends. See note 22 for the d:sclosures of -

the defined benefit pensron scheme.
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Babcock Critical Services Limited

4 Revenue

Revenue is wholly attributable to the principal activities of the Company and arises as follows:

‘2018 2017
£000 £000
- Principal  Principal
activity activity

By area of activity:
Rendering of services 105,191 108,144
105,191 108,144

All the revenue in‘the year ending 31 March 2018 and year ending 31 Mart:h 2017 originated in the

United Kingdom.

§ Operating profit
Operating profit is stated after charging/(crediting):

2018
. £000
" Depreciation of property, plant and equipment 1,168

Amortisation of intangible assets . 290
Inventory charged 10,873
Operating lease charges — Land and Buildings 736
Operating lease charges — Other ' 824
Foreign.exchange loss/(gain) 27

Audit fees payable to the Company’s auditors 40

2017
© £000

1,287
250
10,082
912
936
(58)

33

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

Registered number SC046710
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-Babcock Critical Services Limited

Notes to the financial statements:(continued)

2018 2017
£000: £000
Finance income:
Foreign exchange 236 85
.Loan interest receivable from group undertakings _ ?37' 49
_9713 . 556
Finance expenses
Bank Iriterest (150) (85)
Foreign exchange __{263) D).
UL B
7 Staffcosts
_The average: monthly number of employees (including directors) employed by the Company during’
the year was:as follows:
.. 2018 2017
‘By activity: .- s
Management and administration e AT .34
87 802
jThear aggregate remunerahon comprused o o S
T e ‘2018 2017
€000 £000
Wages and salaries | - 26,667 30,107
Social security costs . 2,745 3,629
Other pension costs - 1,824 __2:879
3% 36705

Included in other pension costs are:£568,000 (2017: £574,000) in respect of the defined benefit
schemes and £1,356,000 (2017: £1,528,000) in respect of the defined contribution scheme.

The: employment costs above include those of employees providing management services to other
group-companies, as. well as staff seconded to other group companies. These are recharged to

~ those business entities.
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Babcock Critical Services Limited
Notes to-the financial statements (continued)

8 Directors’ remuneration

The emoluments of the directors, including pension contributions, paid by the company in respect
of services provided to this Company were as follows:

2018 2017

The remuneration of the directors which was paid by the £000 £000
Company was as follows:

Emoluments (including benefits in-kind) . 416 249

Defined contribution pension scheme 20 9

' ' 436 258

Retirement benefits are accruing to.two directors (2017: one) under the defined contribution pension
scheme.

Except for two (2017 one) directors, all of the directors of the Company are remunerated by other
Babcock Group compames itis not posslb!e to make an aocurate apportlonment of these directors’

costs bome by the Company in relation to services performed by the dwectors in relation to other
Babcock Group companies.

The above amounts for remuneration include the following in respect of the highest paid director:

2018 2017

: - £000 - £000

Emoluments (excluding pension contributions) ' 234 147
Company pension contributions (in place of accrued

benefit entittement under the group’s defined. contribution 14 P 7

scheme)
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Babcock Critical Services Limited

Notes to the financial statements (continued)
9 Income tax

Tax expense / (credit) included in income statement

2018 2017
£000 - £000
Current tax:
UK Corporation tax on profits for the year - -
Current tax charge for the year - -
Deferred tax: .
Origination and reversal‘of timing differences 122 (171)
Adjustment in respect of prior years 68 13
Impact of change in UK tax rate (3) . 14
Total deferred tax charge/(credit) (note 17) 187 (144)
Tax on profit 187 . (1‘44).
Tax expense / (income) included in other comprehensive income
2018 2017
_ £000 £'000
Deferred tax:
- Tax impact of actuarial gains/losses on pension
liability . 75 . 962
- ‘Impact of change in UK tax rates (17 (120)
Tax expense / (income) included in other comprehensive .
income 58 842

Tax expense for the year is lower (2017: lower) than the standard effective rate of corporation tax in
the UK for the year ended 31 March 2018 of 19% (2017: 20%). The differences are explained below:

Registered number SC046710
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Babcock Critical Services Limited

Notes to the financial statements (continued)

9 (Income tax (continued)

2018 2017
£000 £000
Profit before taxation 16,624 5,367
Profit multiplied by standard UK corporation. tax rate of 19% .
(2017:20%) 3,159 1,073
Effects of: A :

. Expenses not deductible for tax A - 88
Group relief for nil consideration . (722) S
*"Non-taxable income o (2,314) (1,772)
Unrelieved tax losses - 440
Adjustments in respect of deferred tax for prior years 67 13
Impact of change in UK tax rate (3) 14
Total tax (credit)/charge for the year » 187 _ } (144)

In the UK 2015 Budget it was announced that the UK corporation tax rate will reduce to 19% for April
2017. itwas announced in the 2016 UK Budget that it will be further reduced to 18% from April 2020.
It was subsequently announced in 2017 UK Budget that it will be reduced to 17% from April 2020.
As-a result of this change, UK deferred tax balances have been re-measured at 17% as thls is the
tax rate that will apply on reversal.

10 Intangible assets

Computer Research and .
SQﬂware Development . Total

£000 £000 £000
Cost -
At 1 April 2017 1,397 1,221 2,618
Additions 362 - 362
At 31 March 2018 1,789 1,221 2,980
Accumﬁlﬂfed amortisation
At 1 April 2017 279 1,029 1,308
Amortisation . ' 117 _ - 173__ 290
At 31 March 2018 o 396 1,202 1,508
Net book value A _ _
At 31 March 2018 ~ 1,363 19 1,382
At:31 March 2017 1,118 192 1,310

Intangible assets amortisation is recorded in administrative expenses in the income statement.
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Babcock Critical Services Limited

Notes to the financial statements (continued)

11 Property, plant and equipment

Cost

At 1 April 2017
Additions
Reclassification (i)
Disposal )

At 31 March 2018
Accumulated depreciation
At 1 April 2017
Charge for the year
Reclassification (i)
Disposals

At 31 March 2018

Net book value
At 31 March 2018
At 31 March 2017

Land Freehold & Plant and Total

Leasehold  equipment '
Buildings

£000 £000 £000 £0090

3,249 5,672 12,518 21,439

- 42 366 408

- (946) - (846)

- - (666) (666)

3249 4768 12,218 20,235

- 2,348 9,158 11,506

- 475 693 1,168

- (946) - (946)

- - (355) (355)

- 1,877 9,496 - 11,373

3,249 2,891 2,722 8,862

3,249 3,324 9,933

3,360

The net book value of leasehold property (from the Freehold & Leasehold Buildings.

classification above) comprises:

Long leasehold
Net book value

i.  £946k: Previously acquired items were included in the accounts at gross value,
however we have re-evaluated the classifications and decided that carrying the

assets at NBV is more appropriate.
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Babcock Critical Services Limited

Notes to the financial statements (continued)

12 Investments

2017

Shares in group
undertakings
£000

66,353

66,353

2018
Shares in group
undertakings -
£000
Cost
At 1 April: 66,353
Carrying amount at 31 March 66,353

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

assets.
Details of investment are outlined in note 23.

13 Inventories

2018 2017
£000 £000
Finished goods and goods for resale 1.546 2512
1,546 2512

There is no 'éngmficant difference betﬁeen replacement costs of'ﬁmshed goods and goodé for
resale and their carrying amounts. Inventories are stated after provision for |mpa|rment of

£383,723 (2017: £429,000).

14 Trade and other receivables

2018 2017
' £000 £000
Amounts failing due within one year:
Trade receivables 7,047 8,870
Amounts due from customers for contract work 4,731 3,947
Amounts owed by group undertakings 41,007 28,014
Other receivables, prepayments and accrued income 7,713 7,153
60,498 47,984

Amounts owed by group undertakings are unsecured and repayable on demand. Loan interest
receivable from group undertaklngs is £412,000 (2017: £491 000) The interest rate on the loan is

2. 75%

Trade receivables. are stated after provision for impairment of £395,000 (2017; £nil).
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Babcock Critical Services Limited

Notes to the financial statements (continued)
15 Trade and other payables

Amounts falllng ‘due:within one year:

Bank overdraft’

Trade creditors

Amounts owed to parent and group undertakings
Other taxation and social security

UK corporation tax payable

Accruals and deferred income

2018 2017
£000 £000
9,381 9,358
93,385 94,341
2,814 2,922
709 709
12,162 13,764
118,451 121,094

Amounts owed to parent and group undertakings are unsecured, interest free, and repayable on

demand.

The Company has access to the Babcock Intemational Group PLC overdratft facility. The Company
along with fellow group undertakings has provided cross-guarantees in relation to this facility (note

20(a)).

16 Provisions for liabilities

Dilapidations Deferred

provision taxation Total

. - £000 £000 £000

At 1 Aprit 2017 58 455 513

Charged to the income statement 692 186 878
Charged/(credited) to other comprehensive

income - 58 58

At 31 March 2018 .. 150 699 1,449
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Babcock Critical Services Limited

Notes to the financial statements (continued)

17 Deferred taxation

The major components of the deferred tax liabilities and deferred tax assets are recorded as follows:

~ Deferred tax liabilities/(assets)

At 1 April 2016:

- Charged/(credited) to the income.
statement

- Charged/(credited) to other
comprehensive income

At 1 April 2017:

- Charged / (credited) to the income
statement

- Charged / (credited) to other

At 31 March 2018:

18 Share capital

Allotted and fully paid

19,908,300 ordinary shares of £1 each (2017: 19,808,300)

19 Dividends

__Pension .Accelerated . Other  Total
(assetyiiability  capital
: ~ allowances :

€000  £000  £000  £000
(494) 264 (13)  (243)
(171) 27 - (144
842 - - 842
177 291 (13) 455
280 - (107) 13 186
.58, - . 58
515 184 - 699

2018 2017

£000 £000

19,908 19,008

Dividends declared and paid were £Nil (2017: £8,859,000), this is equivalent to £nil per share (2017
£0.444). There are no plans for a final dividend. Dividends received were £16,375,520 (2017:

£8,859,000).
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Babcock Critical Services Limited

Notes to the financial statements (continued)

20 Guarantees and financial commitments
a) Contingent liabilities

At the year end the Company had guaranteed or had joint and several liabilit_y for drawn Babcock
Intemattonal Group PLC bank facilities of £ml (2017 £nil) provided to certain group companies. In

: faculmes of other group oompames of Eml mllhon (2017: £nil million).

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

b) Operating lease commitments .

At 31 March 2018, the Company had:future minimum rentals payable under non-cancellable
operating leases as follows:

2018 2018 2017 2017
Land and Other Land and Other
buildings buildings
£000 £000 £000 £000
Future minimum rentais payable under
non-cancellable operating leases:
- Not later than one year ‘ 323 328 225 402
- Later than one year and not later
than five years §85 130 97 286
- Later than five years - 15 - -
' 808 473 322 688

The entity leases various offices and warehouses under non-cancellable operating lease
agreements.. The leases have various terms, escalation clauses and renewal rights. The entity also
leases vehicles under non-cancellable operating leases.
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Babcock Critical Services. Limited

Notes to the financial statements (continued)

21 Related party disclosures

The Companly:has taken advantage of the exemptions within FRS 101 not to dlsclose transactions
and balances with Babcock . International Group PLC and its wholly owned subsidiaries, on the
grounds that the Company itself is a wholly ownéd subsidiary of Babcock International Group PLC,

for whlch the. consolldated ﬁnanclal statements are publicly. avaulable

Dunng the year the- Company also entered mto transactions in: the ordinary course of business with
Cura Classis UK Limited, a'company which is 48% owned by the Babcock Grotp.

Transactions: entered into and trading balances. outstandmg at 31 March 2018 are as follows:

Purchases Amounts Amounts

" Sales to from  owed by owed to

related related related related

party party party party

Related party , £000 £ooo £000 £000
Cura Classis UK Lirmited 3,637 - 102 .

Trénsaotions entered into and trading balances outstanding at 31 March 2017 are as follows:

Purchases Amounts Amounts

Sales to from owed by owed to

A ‘ related refated related related

. party " party party party
Related party: o ' £000 "~ £000 £000 £000

Cura Classis UK Limited - 5345 - - -

All dealings with related parties noted above arise in the normal course of business and are subject
to normal terms and conditions.
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Notes to the financial statements (continued)

22 Pension commitments

The Company accounts for pension costs in accordance with IAS 19. The Company contributes to
a defined contribution scheme in the UK in respect of a number of its employees, at a cost of
£1,356,000 (2017: £1,528,000). The Company is-also.a contributing employer to a defined benefit
scheme (the “Babcock International Group Pension Scheme”). The Company is severally liable,
along with the other participating employers, for the assets and liabilities of the scheme. The
allocation of the assets and liabilities of the scheme and the share which has been recognised in
these financial statements are detailed in this note.

The nature of the scheme is that the employees contribute to the schemes with the employers 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 participating employer compames wnth the trustees who are advised. by an independent,

‘qualified actuary. S

The key risks relate primarily to longevity, the expected inflation rate in the future which impacts on
pension increases and indirectly salary increases and the discount rate used to value the liabilities.
The schemes have mitigated some of these risks by taking out longevity swaps for approximately
54% of the obligations in respect of pensioners and their spouses. Through a common investment
committee they have significantly hedged the interest rate and inflation risk though derivative
instruments and introduced benefit changes impacting future service benefits which included
capping of pensionable salaries, capping pension increases, increased normal retirement age in line-
with state pension ages and increased the level of member contributions.

The scheme is funded by payments to legally separate trustee-administered funds. The trustees of
the scheme are required by law to act in the best interests of the scheme’s members. In addition to
determining future contribution requirements (with the agreement of the participating employers),
the trustees are responsible for setting the schemes’ investment strategy (subject to consultation).
The scheme has an independent trustee and member nominated trustees. The scheme is subject
to regulation under the funding regime set out in Part lii of the Pensions Act 2004.

Guaranteed minimum pension in the United Kingdom

Prior to 6 April 1897, individuals who contracted out of the UK State Second Pension were entitled
to Guaranteed Minimum Pension (GMP). Men accrued GMP at different rates on different terms to
women. On 26 October 2018, the High Court handed down a judgement involving the Lloyds
Banking Group's defi ned beneﬁt pension schemes The. judgement concluded the: schemes should

benefit pensmn schemes We are workmg with the trustees of our pension schemes, and our
actuarial and legal advisers, to understand the extent to which the judgement crystalllses additional
liabilities for our pension schemes. No allowance has been made for any additional provision which
may be required in relation to GMP equalisation in the IAS 19 defined benefit obligation as at Mach
2018 and it is not possible to meaningfully quantify any additional provision pending the outcome of
legal proceedings.

Babcock International Group PLC Pension Scheme
The IAS 19 valuation has been updated at 31 March 2018 by an independent qualified actuary using

revised assumptions that are consistent with the requirements of IAS 19. The date of the last full
actuarial valuation was 31 March 2016. The major assumptions used for the IAS 19 valuation were:
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Notes to the financial statements (continued)

22 Pension commitments:(continued)

2018 2017 2016
% - % %
Major assumptions
Rate of increase in salaries 2.2 23 22
Rate of increase in pension payment : 2.9 3.0 2.8
Discount rate .~ 28 26 3.5
Inflation - : 20 2.1 1.9

The expected total employer contributions to be made by participating employers to the scheme in
2018/19 are £22.9m. The future service rate is 31.1% until 30 September 2018 and then 29.9%. The
- above level of funding is expected to continue: until the next actuarial valuation, with valuations

carried out every 3 years. Included in employer contributions of £22.9m is £8.5m of deficit recovery

payments. The.Company's share of this is allocated based on the percentage of active members of
the scheme that it émploys.

The mortality assumptions used were:

2018 2017 2016

Years Years Years
Life expectancy from age 65 (male age 65) 222 226 229
Life _ex'pectancy from age 65 (male age 45) . 232 237 . 24.5

The changes to the Group balance sheet at March 2018 and the charges to the Group income
statement for the year to March 2018, if the assumptions were sensitised by the amounts below,
would be:

Defined

benefit Income

obligations  statement

2018 2018

£000 £000
Initial assumptions 1,380,628 10,419
Discount rate assumptions increased by 0.5% (101,800) (4,500)
Discount rate assumptions decreased by 0.5% 101,400 3,500
Infiation rate assumptions increased by 0.5% 61,000 2,400
inflation rate assumptions decreased by 0.5% (56,700) (2,100)
Total life expectancy increased by haff a year 28,000 - 800
Total life expectancy decreased by half a year (28,300) - (800)
Salary increase assumptions increased by 0.5% 9,500 600
Salary increase assumptions decreased by 0.5% (9,800) (600)

The weighted average duration of cashflows (years) was 1.
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Notes to the financial statements (continued)

22 Pension commitments (continued)

* The fair value of the Aa‘s_s'_,ets, the present vaiue of the liabilities and the expected rates of return of
the scheme at the balance sheet date of 31 March 2018 were:

2018 2017

£'000. £000

Equities ' 310,191 © 321,942
Property. , . 120,844 96,346
Absolute retum and multi strategy funds 4,833 4,768
Bonds: 485,697 445,079
Matching assets ‘ : 569,413 586,325
Active position on longevity swaps (50,150) (48,451)
~ Total assets T 1,440,828 1,416,009
‘Present market value of liabilities - funded (1,380,628) (1,371,686)
Pension surplus 60,200 44,323

The Babcock Critical Services Limited net pension assets represents $% of the Babcock
International Group PLC Net Pension Surplus.

All the assets of the scheme are quoted except for the longevity swaps.

The longevity swaps have been valued, in 2018, in line with assumptions that are consistent with
the requirements of IFRS 13.

The scheme does not invest directly in assets or shares of Babcock International Group Plc.
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Notes to the financial statements (continued)
22 Pension commitments {continued)

Analysis of amount charged.to thé income staternent 2018 2017
in-Babcock International Group Plc: £000 £000
Current service cost e 10,253 8810
Incurred expenses 2232 2,203
Total included within operating profit 12,485 11113
Net interest (income) / cost B ¢ 194) ... 683
Total charged to the income statement o 11,291 . 11,776

zThe amounts charged to the income stat'er‘nent in these financial statements; based on the

servuce cost and mcurred expenses: (2017 £542 ,000), and net mterest income of £60 000 (2017
cost of- £32 :000).

Analysis:of amount included in Babcock International 2018 2017
Group Plc stetement of comprehensive income: (“SOCI”) £000 :£000
Actuarial gain recognised:in the SOCI | 428189 = 57922
Experience:loss (33;301) (205)
Other (losses)lgalns (439) 4,015
IR 9,079 61732

allocatlon of the total Babcock Intematlonal Group Plc. movement was £396 000 (2017 gain of
£4,808,000).

The equity mvestments and bonds are valued at bid price.

2018 - . 2017

......... £000: - £000
Reconciliation of fair value of scheme assets in :
Babcock International Group Plc
At 1 April 1,416,009 1,181,486
Interest cost 36,252 40,782
Employee contributions ‘404 304
Employer contributions 18,080 18,751
Benefits paid (76,476)  (70,210)
Actuarial gain 46543 . 244,886
At 31 March : 1, 440 aza 1 416,009
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22  Pension commitments (continued)

Reconciliation of present value of scheme liabilities
in Ba,bcoc!(:_lntematlonal Group plc

At 1 April

Service cost

Incurred expenses

Interest on liabilities

Employee contributions

Actuarial loss / (gain) — demographics
Actuarial (gain) / loss - financial
Experience losses

Bénefits paid

At 31 March

2018 2017
£000 £000
1,371,687 1,205,869
10,253 8,910
2,232 2,203
35,058 41,445
404 304
11,172 (29,948)
(7,003) 212,909
33,301 205
(76,476) (70,210)
1,380,628 1,371,687

The surplus recognised in these financial statements, based on the Company’s allocation of the total
Babcock: Intemational Group Plc assets and liabilities for-this scheme, was an asset of £3,027,000

(2017: asset of £2,161,000).

23 Subsidiary, associate and Joint Venture undertakings
All related undertakings for the Company-are as listed below:

chpany- Name Country Direct %
Chart Services Limited Scotland 100.0%
Transfleet Distribution .

Limited = - England- 100:0%
Transfleet Truck Rentals T
Limited England 100.0%
Chart Distribution Services

Limited England 0%
Municipal Vehicle Hire

Limited England 0%
Chart Storage &

Transportation Limited England 0%
Babcock Vehicle ~ - )
Engineering Limited England 100.0%

Registered number SC046710

Ultimate%

100.0%

100.0%

100.0%

100.0%

100.0%

100.0%

100.0%
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23 Subsidiary, associate and Joint Venture undertakings (continued)

The registered office of all undertakings with the exception of Chart Services limited is 33 Wigmore
Street, London, W1U 1QX. The registered office of Chart Services Limited is Dwf Lip, 110 Queen
Street, Glasgow. All subsidiary undertakings are incorporated and operate in England

24 Ultimate parent undertaking
The Company s 4mmed|ate parent company |s Babcock Cntncal Assat Holdings LLP a llmlted Ilabmty

controliing party is Babcock lntematnonal 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

Registered number SC046710 Page 38




