Babcock International Group PLC
full year results for the year ended 31 March 2012

15 May 2012

Excellent financial results with positive outlook supported by continued
growthinorderbookand bid pipeline

FinancialHighlights

Continuing operations' - underlying March2012  March 2011 Change
Revenue* £3,070.4m £2,703.2m +14%
Operating profit** £329.0m  £275.4m +19%
Profit before tax™* £274.1m  £216.7m + 26%
Basic earnings per share**** 61.47p 52.50p +17%
Continuinganddiscontinued operations basicearnings per share **** 64.33p 55.03p +17%
Continuing operations' - statutory

Revenue £2,848.4m f£2,564.5m +11%
Operating profit £202.0m £153.2m +32%
Profit before tax £173.0m £111.1m + 56%
Basic earnings per share 42.93p 30.14p +42%
Continuinganddiscontinued operations basicearnings per share 28.11p 31.28p —10%
Full year dividend 22.7p 19.4p 17%

"Continuing operations - Following the announcement of the disposal of VT Sewvices Inc, theirresults are reported as discontinued and the comparative restated
*Underlying revenue includes the Group’s share of jointventures and associates revenues. **Underlying operating profit includes IFRIC 12 investment income and joint ventures
and associates operating profitbut is before amortisation of acquired intangibles and exceptionalitems. ***Underlying profit before tax is inclusive of pre-tax joint ventures and
associates income but before amortisation of acquired intangibles and exceptionalitems. ***Underying basic eamings per share is before amortisation of acquired intangibles
and exceptional items, before the related tax effects and before the effect of UK tax rate changes.
Operational Highlights
[] Business model and strategy driving underlying revenue and profitgrowth
0 5.6% organicgrowthinunderlying continuing revenue
0 15% organicgrowthinunderlying continuing operating profit
0 continuing underlyingoperatingmarginincreased to 10.7%(2011: 10.2%)
1 Agreement reached onsale of VT US defence business for $98.75 million (£61 million)
[1 Order bookfor continuing operationsincreased to £13 billion (201 1: £12 billion) supporting positive outlook
[] Positive market environmentcontinuesto create opportunities
o0 bid pipeline for continuingoperations increasedto £9.5 billion (2011: £7.0 billion)
[] Cash conversionof 111%, net debt reducedto £641.1 million; netdebt:ebitda 1.8 x
] Well positioned forfurthergrowth bothin the UKand overseas
PeterRogers, Chief Executive commented
“Babcock delivered record results last year. From our position as the UK’s leading engineering support services group, we grewin all
three of ourtarget areas - existing contracts, existing customers and new customers. We increased our double-digitoperating margin

while achieving good organictop-ine growth and further improving ourstrong financial position. As a result of these successes and our
confidenceinthe future, we have maintained our record of increasing returns to our shareholders.

“Our key markets remain strongandthe currenteconomicclimate isfavourable to the further growth of ourbusiness. We have
excellent forward visibility with our long-term contracts, strong orderbook and bid pipeline. Therefore, the Board expects the Group to
make furtherstrong progressin 2012/ 13 and for earningsto be ahead of its previous expectations.”

Contact:
Babcock International Group PLC

Terri Wright, Head of InvestorRelations Tel: 020 73555300

FTIConsulting
Andrew Lorenz Tel: 02072697291
Nick Hasell

A meeting forinvestorsand analysts will be held today at 9:00 am at RBS, 250 Bishopsgate, London EC2M 4AA. A webcast ofthe
presentation will be available at www.babcock.co.ukfrom mid aftemoonon 15 May 201 2.

Babcock International Group PLC, 33 Wigmore Street, London W1U 1QX, Telephone +44 (0)20 7355 5300 Fax+44 (0)20 7355 5360 www.babcock.co.uk
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Introduction

As expected, 2011/ 12 hasbeen anexcitingyearforBabcock

duringwhichwe were able to delivera further setof excellent
resultsand make considerable progress securingour long-term
future.

Atthebeginningoftheyear we could seea number of new
opportunities ahead of us,bothinthe UKand overseas. While our
financial results reflectthe strength of our underlying business, the
growth we have reported in our orderbookandinourbidding
pipeline over thisyear reflects our progress realising the
opportunities we have been able to create for ourselvesin the UK
and overseas, by delivering on ourstrategy.

Lastyear we set out that we would seek to achieve growth by:

[] growingexisting contracts — using cumrent arrangements to
deliver additional services

] growingexisting customers — building on existing relationships
and usingthe depth and breadth of skills across the Group to
offer a broaderrange of senvices

] growing new customers — transferring existing capabilities to
new customers.

After a hiatusin new opportunities comingto marketduring
2010, driven by our customers’ imperative to operate withinthe
constraintsimposed by the current economic climate. We
understoodthatourcustomers would have to look foraltemative
delivery modelsifthey were to achieve the level of savingsand
efficiencies required to meet theirbudgets. Babcockis well
positionedto help our customers formulate cost efficient support
solutions and benefitfrom further outsourcing opportunities that
will come to market.

Order book and bid pipeline

Duringthe second half of the yearwe were successfulin winning
new contracts and contract extensions with a value of around £2
billion. These contracts bringus new customers aswell as
reinforce relationships with existing customers, extend and
strengthen our market positions and demonstrate ourability to
drive both operationalandfinancial efficiencies. The orderbook
for continuing operations currently stands at £13 billion (201 1:
£12 billion) and provides us with excellent visibility of future
revenues. We curmrently have over 70% of anticipated revenue
contracted for 2012/ 13 andover45%for2013/ 14.

The bid pipeline forcontinuing operations has also increasedto
£9.5billion (201 1: £7 billion) and consists of opportunitiesinthe
UKand overseas aswellas in both ourciviland defence markets.
69% of the pipeline comprises bids with a value in excess of £100
million, only three of which are rebids where currentcontracts will
notrun out until 2014.

In additionto formal competitions currently in the bid pipeline we
aretrackingandare discussing with customers a number of
significant future outsourcing programmes, particularlyinthe
defencetrainingand equipment support markets. All ofthese
opportunities are supported by and buildonthe key elements of
ourstrategy.
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Dividend

TheBoard isfocussed on ensuring ourshareholdersshare in the
financial success of our businessand we have a clearpolicy of
maintainingdividend coverbetween 2.5 and 3 times. Aswe
continuetostrengthen our order book andbid pipeline, the
Board remains confident in the long-tem futureof our business
and is therefore recommending a final dividend of 17.0 pence
pershare. Thiswillgive a total dividend for the year of 22.7
pence pershare, anincrease of 17% (201 1: totaldividend 19.4
pence pershare). The dividend willbe paidon 7 August 2012 to
shareholders on the register at close of businesson 6 July 2012.

Strategic review

Followingthe acquisition of VT Group in 2010, the Board
undertook a detailed review of all ourbusinesses toensure they
met the Group’sstrategic requirements. As part of this process
the US defence operations acquired with VT and the Babcock US
pipeline operations were identified as non-core. During the
course of last year, Eagleton, the US pipeline business was sold,
and agreement has beenreachedfor the sale ofthe US defence
operations,subject to regulatory clearance. The Groupisnow
focused on growing its core businesses, in line with its strategy, in
both the UKand overseas.

Outlook

The key marketsinwhichthe Group operates remain strongand
we believe that the cumrent economic climate will continue to
create significantmedium and longtermgrowth opportunities,
both in the UKandoverseas.

In this environment we believe we are well placed to benefit from
thescale of ouroperations, the breadth of our experience and our
track record of delivering operational and financial efficiencies.

The Group continues to benefit from excellent visibility of future
revenue streams throughits long-term contracts, strong order
book andbid pipeline. Therefore, the Board expectsthe Groupto
make furtherstrong progressin 2012/ 13 and for earningsto be
ahead of its previous expectations.
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Financial Review
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Overview

This review encompasses the first full 12 month period followingthe acquisition of VT Group plc. Duringthe courseof the yearwe
have reported a significant acceleration in activity and growth opportunities in our markets as wellasa number of successes in high
financial and strategicvalue contracts across a range of those markets. At the same time we have established a strongfinancial base
from which tosupport an increasing number of significant growth opportunities; operating cash flow conversion has remained above
100%, net debt has further reducedto £641.1 million, representing 1.8 times EBITDA, on a covenanted basis, and operating margins
haveimproved furtherto 10.7% of revenue.

Atthetime of our halfyear results publishedin November201 1, we reported organicgrowth in both revenue and operating profit
and thishasbeen sustained forthe full year with continuing revenue up 5.6% and operating profit up 15%.

Theformer VTbusinesses have been fully integrated and the promised mergerbenefits of £50 million per annum have been identified
and will be delivered slightly ahead of our planning assumptions. We have progressed the business portfolio reviewand agreement has
been reachedforthe sale of VT Services Inc, subject to regulatory clearance. Consequently the results of VT Services Inc arereported as
discontinued and theGroup’sinvestment inthe business as an asset/ liability held forsale pending the completion of the sale.
Comparatives have been restated to reflect the reporting of VT Services Inc as discontinued. Underlying results are based onthe results
from continuing businesses.

Income statement- continuing operations
Statutoryto underlying reconciliation

Joint ventures and associates

Continuing Revenue and Amortisation Continuing
operations - operating Finance IFRIC12  ofacquired  Changein Exceptional °Pe"ati°r"5 )
statutory profit costs Tax income  intangibles UK tax rate items  underlying
£m £m £m £m £m £m £m £m £m
31 March2012
Revenue 2,848.4 222.0 3,070.4
Operating profit 202.0 11.0 27.8 77.3 10.9 329.0
Share of profit from jv 4.3 (11.0) 19.4 6.7 (25.6) 6.2 -
Investmentincome 2.2 (2.2) -
Net finance costs (35.5) (19.4) (54.9)
Profit before tax 173.0 - - 6.7 - 83.5 - 10.9 274.1
Tax (15.8) (6.7) (21.7) (3.4) (2.8) (50.4)
Profit aftertax 157.2 - - - - 61.8 (3.4) 8.1 223.7
31 March2011
Revenue 2,564.5 138.7 2,703.2
Operating profit 153.2 9.3 16.0 76.6 20.3 275.4
Share of profit from jv 6.1 (9.3) 8.3 4.1 (13.8) 4.6 -
Investmentincome 2.2 (2.2) -
Net finance costs (50.4) (8.3) (58.7)
Profit before tax 1111 - - 4.1 - 81.2 - 20.3 216.7
Tax (10.1) (4.1) (22.7) (2.7) (3.8) (43.4)

Profit aftertax 101.0 - - - - 58.5 (2.7) 16.5 173.3
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Revenue The comparative numbersfor 2010/ 11 include nine
months of the financial results from the former VT Group
businesses comparedto afull 12 monthsfor2011/12and
consequently headline growth of 14%(2011:41%) includes
the effects of the additional three months’ activity from VT.
Adjustingforthisand movementsin foreign exchange rates,
yieldsorganicgrowthinrevenue of 5.6%.

By division, Marine and Technology saw growth of over 6%
driven by higheractivity levelsin the Submarine and Warship
support programmes and continued growth overseasinthe
Technology business unit. New contract winsin Infrastructure,
Nuclear andRail helpedto deliveryear-onyeargrowth of 15%
in the Support Services Division whilst the achievement of
milestonesinthe FSTA (Future Strategic Tanker Air)
programme and the RSME (Royal School of Military
Engineering) construction phase contributedsignificantly to
year-on-yeargrowth in Defence and Security of 31%. In
International, South Africa remained relatively buoyant with
continued growth inthe equipmentand planthire businesses.

Operating profit Whilsttotal revenue growth was a major
driver ofthe increase in underlying operating profitto £329.0
million (2011:£275.4 million), an increase in operating
return on revenue to 10.7%(2011: 10.2%)wasalso a
significant contributor. Organic operating profitgrowth was
15% (2011:5%). Thiswas derived in part from costsynergy
benefitsdelivered inthe year in excess of thoseachieved last
year, leaving an annualised runrate of £40 millionattheend
of this year-andin partfrom improved contract margins.
Successful completion of the Long Overhaul Period (Refuel)
(LOP(R)) contract for HMS Vigilant boosted margins in Marine
and Technology whilst stronger performance in Nuclear and
Rail took Support Serviceto 9.8% (201 1: 8.4%). Asflagged last
year, returnonrevenue in Defence and Security reduced to
13.0% (2011: 15.6%) following completion of theMain
Operating Base (MOB) facilities forFSTAand MFTS (Military
Flying Training System)in 2010/ 11. Despite some weakness
in its Powerbusiness the South African business overall
improved as the equipment franchise continued to make
progress and consequently, the Intemational division return
on revenueimprovedto 6.9% (201 1: 6.8%).

Chargesto continuing exceptionalitemswere £10.9 million
(2011: £20.3 million) and comprised the followingitems

2011/12 2010/11
VT reorganisation costs 12.8 10.8
Profit ondisposal of subsidiaries (1.9) (2.9)
Acquisition costs - 12.4
Total 10.9 20.3
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Reorganisation costs represent the costs of delivering the
merger synergies and forwhichthe cumulative expenditure at
31 March 2012 wasc £24million out of a projectedtotal of
£45 million, as previously reported.

The profit ondisposal arose from the sale of Babcock
Eagleton.

Amortisation of acquired intangibles of £83.5 million (2011:
£81.2 million) represents the amortisation ofthe value
attributed on business acquisitions to customerrelationships,
both contractualand non-contractual. The value isamortised
over the estimated useful life, which does notexceed ten
years, by reference to the duration of contractsinhandat the
time of acquisition and fornon-contractual customer
relationships, the risk adjusted value of potential future orders
from existing customers with an average estimated duration.

Net finance costs of £54.9 million (2011:£58.7 million)
includingthe Group’s share of joint venture net interest
expense of £19.4 million (201 1: £8.3 million) represents a full
twelve month period of interestcharges on the post-
acquisition of VT net debt compared tonine months last year.
Jointventure finance costs are primarily related to financing
structuresonthe FSTAand MFTS Private Finance Initiative (PFl)
contracts and willincrease as the PFl delivers assets into
serviceforthe customer. 2011/ 12 saw thedelivery of both
the FSTA and MFTSMOBs as well as thefirst tanker aircraft,
with the related non-recourse debt drawn down underthe PH
facilities.As further assets are constructed and delivered, this
element of net finance costs will increase. During the period
followingthe end of the construction phase and asthe PFI
debt is repaid over the long-term, finance costs will decline.
Finance costs onthe Group’s own facilities decreased from
£50.4 millionto £35.5 millioninline with the decrease inthe
amountdrawnonthe Group’s revolving creditfacility and
improvedfinancingterms.

Profit before tax before amortisation of acquired intangibles
and exceptional chargesincreasedto £274.1 million (2011:
£216.7 million). The associated tax charge includingthe
Group’sshare of joint venture tax of £8.3 million (2011: £5.4
million)totalled £50.4 million (201 1: £43.4 million)
representing an effective rate of tax of 19%(2011:20.5%).
The effective tax rate is calculated by reference to the Group’s
underlying profit before tax and therefore excludes the tax
effect of prior year tax adjustments and of amortisation and
exceptional charges.

Earnings pershare

Underlying earnings per share on continuing operations for
theyearwas 61.47 pence (2011: 52.50 pence) an increase
of 17% on 2010/ 11. Continuing basicearnings pershare as
defined by IAS 33 was 42.93 pence (2011:30.14 pence) per
share.
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Discontinued operations

Following a review of our business portfolio post the
acquisition of VT Groupin 2010, the Boarddecidedthat the
VT US business did not meet the strategic requirements of the
Group. Areviewwas undertaken to establish the most
appropriate course of actionincludingthe possible
divestment of the business. This review was completed during
theyear and following discussions with a numberof parties
the Board optedto divest the business. Agreement has now
been reachedforthe sale of VT Services Inc, subject to
regulatory clearance, assuch, the business has been treated
as discontinued.

Within discontinued operations an exceptional impairment of
goodwillof £58.5 million isincludedinrespectof VT Services
Inc. Thishasbeen calculated by reference to the estimated
final sale value of thebusiness.

Cash flowand netdebt
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Net cashinterest paid was £37.1 million (2011: £50.0
million) excludingthatpaid by joint ventures. The positive
effect on interest arising from the reductionindrawn debton
the Group banking facility was to some extent offset by the
additional three months of postVT debtfundingincluding the
new US Private Placement loan notesissuedin early 2011.

After taxation payments of £28.0 million (2011:£19.3
million)free cash flow was £149.6 million (2011: £206.0
million) representinga free cash flowyieldon 31 March 2012
of 5%. The disposal of Babcock Eagletonraised £5.7 million
after costs. Cash dividends paid out inthe year to shareholders
totalled £71.4 million (2011: £48.0 million).

Group net cash inflow was £87.9 million (201 1:outflow
£426.7 million) reducing total net debt to £64 1.1 million
(2011: £729.0 million). Leverage ratios have improved
significantly from last year, both inthe rapid pay down of debt
and through increased profits attributable to shareholders.

Covenant | 2011/12 2010/11
Debt service | EBITDA/ >4x 6.4x 5.3x
cover net interest
Debt cover Net debt/ <3.5x 1.8x 2.4x
EBITDA
Gearing Net debt/ nla 54% 59%
shareholders’ funds

2011/12 2010/11
£m £m
Cash generated from operations 260.7 308.5
Capitalexpenditure (net) (46.0) (33.2)
Interest paid (net) (37.1) (50.0)
Taxation (28.0) (19.3)
Free cash flow 149.6 206.0
Acquisitionsand disposals net of 4.2 (574.3)
cash [debt acquired
Investments injoint ventures (2.7) 0.2
Dividend receivedfrom joint 6.6 -
ventures and associates
Own shares 0.6 (2.2)
Dividends paid (73.5) (51.5)
Exchange difference 3.1 (4.9)
Net cash inflow 87.9 (426.7)
Opening netdebt (729.0) (302.3)
Closing netdebt (641.1) (729.0)

2011/12has been ancthersuccessfulyearfor cash
generationandthe paydown ofdebt and at 31 March 2012
netdebthad reduced to £641.1 millionfrom £729.0 million
atthe previousyear end. The managementof cashisatthe
core of ourfinandial disciplines and we aimto convert 100%
of operating profit to operating cash over the mediumterm.

Cash generated from operations was £260.7 million (2011:
£308.5 million) andrepresents a conversion rate of 111%
(2011: 146%). The increase in working capitalin the yearwas
£76.6 millionwhich was primarily as a resultof the unwind of
prepaymentsfromcustomers, the acceleration of pension
contributions andtheincrease in contractactivity levels.

Followingthe acquisitionof VTin 2010, the Group began a
major IT transformation project with a total value of
approximately £25 million and a programme of upgrades to
dockyardfacilities at Devonport and Rosyth. These, together
with other minor expenditure principally focussed onthe
South African business, formed part of the total Group capital
expenditurein 2011/ 12 of £46.0 million (2011: £33.2
million). Expenditure onthe IT project totalled £14.4 million
and cumulatively stood at £18.6 million. Following slight
slippageinthe programme thebalance is now expected to
bespentin 2012/ 13.Dockyardfacilities upgrades will also
continueinto2012/13.

Whilst these ratios will inevitably ‘peak’ at the time of
significant acquisitions they demonstrate a clear downward
trend as we continue to focus onreducing net debt.

Retum on invested capital (ROIC) is defined as underlying
profit before interest andtax divided by shareholders funds
(excluding pensions deficits or surpluses) plus debt. Forthe
year 2011/12,ROICwas 18.0%,up from the relatively low
level of 13.9%in 2010/ 11 -alow point followingthe take-on
of significantadditional capital forthe acquisition of VT Group
plc part way throughthe financial year.Measured against the
current weighted average pre-tax costof capital of 9.7% and
the track record of performance, thisyear's return of 18.0%
demonstratesthe Group’s ability to generate value enhancing
rates of returntodayandinthelongterm.

Pensions

Cash contributions

Thetotal cash contributions expectedto be paid by the group
into the defined benefit pensionschemes in 2012/ 13 are
£93 million. £20 million of this was paid priorto 31 March
2012. £56 million isinrespect of the cost of future service
accrual of which £27 million,forfuture service accrualin
Marine and Technology, is recovered via contractual terms. Of
the balance, £8 million of the contributions are in respect of
thethree longevity swapstransacted during 2009/ 10 to
mitigate the financialimpactof increasing longevity, leaving
£36 millionto be funded from other Group contracts.
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Accounting valuations

ThelAS 19 valuation for accounting purposes showed a
market value of assets of £2.8 billionin comparisonto a
valuation oftheliabilities based on AA corporate bond yields
of £3.0 billion representing 93% funding level.

A summary of the key assumptions used to value the largest
schemes isshown inthe attached financial statements. The
most significant assumptions that impact on the resultsare
thediscountrate, the rate of future pensionable salary
increases andthe expected rate of inflation. The impact of the
longevity swaps transacted during 2009/ 10 has helpedto
mitigate the impact ofincreasing allowance for longevity.

Thetotal accounting deficit, pre deferred tax,at 31 March
2012, was £265.9 million (2011: £225.1 million) and the
expected IAS 19 service costin 2012/ 13 is£46.1 million
(2011/12: £44.5 million). The net IAS19 chargeto the
income statement after allowingfor interest on liabilities and
expected returnonassetsfor2012/13is£15.2 millionor
£11.5millionaftertax(2011/12: £18.1 million and £13.8
million). The application of the proposed revisionstolAS 19,
which will applyto theyear 2013/ 14, ona pro formabasis to
2012/13 would givea net chargeto the income statement
of £45 million.
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Operational review

Marineand Technology

31 March 31 March Change

2012 2011 + /-
Revenue total £1,084.7m £1,019.5m + 6%
Operating profit  total £135.1m £119.3m +13%
Operating margin total 12.5% 11.7%

Marineand Technology market

Our UKmarkethasremained stable overthe past 12 months
with no significant change expectedin the yearto come.
Duringtheyear, progress towards general MoD outsourcing
of equipmentsupport was slow, although we believe the
changes proposedto the MoD’s procurementorganisation,
Defence Equipment and Support (DES) are likely to create
outsourcing opportunities forlarger, more complex
programmes well suitedto the depth and breadth of our
capabilities.

In Canada, throughthe CanadaFirst Defence Strategy and the
National Shipbuilding Procurement Strategy, progress is being
made towards major naval surfacefleetmodemisation. With
two submarines soon to retumto service, recent budget
allocations suggesta positive outlook forsubmarine support
and enhancement.

In Australia,the govemment has an ambitious programme of
investmentin future naval programmes, the Rizzo Reviewand
the Coles Reviewhave beenset upto reviewandidentify
improved support solutions for both surface shipand
submarine fleets. Both these reviews create opportunities for
our proven, value formoney support capabilities.

Marine and Technology strategy

In the UK our strategy isto retain and develop our position as
the leadingsupportpartnerto the Royal Navy. Insupport of
this we havefocused on delivering our commitments under
the Terms of Business Agreement (ToBA) as well as seeking to
identify opportunitiesto enhance andexpandthe serviceswe
provide ourcustomerwhile driving further efficiencies. We
have asignificant involvementin majorUK alliance
programmes, the Surface Ship Support Alliance (SSSA) and the
Submarine Enterprise Performance Programme (SEPP), where
we are buildingon our significant engineering andintegration
expertise and know-how to broaden and deepen our
involvement. Our strategy to provide technology{edservices
acrossthefull programme lifecycle has been supported by
our growing role inthe design development of the future
nucleardeterrent submarine as well as the provision of
specialist design supportand system proposals for the UK
naval ship programme.

We have a clear strategy to growourinternational presence in
naval support markets building on our UK position. In Australia,
we have continuedto grow ourpresence throughthe
provision oftechnical support onbothin-service and new
programmesin line with ourstrategy to become a leading
support providerto the Royal Australian Navy. Recent
contractwins have demonstrated thevalue of our
commitment tothe Australian market.In Canada we have
established an initial capability for submarine supportandwe
are now seeking to deliverwider services drawingon our UK



Operational review continued

track record.In otheroverseas markets we continue to build
on our design [build activity on the South Korean and Spanish
submarine programmes and arealso reviewing the potential
for our complete naval asset management support modelsin
other countries where Babcock'strack recordin delivering
costreductionand improvementsinservice delivery is
recognised.

Financial review

Thedivisionreportedrevenue of £1,084.7 million (201 1:
£1,019.5 million), anincrease of 6% benefiting from
increased revenue on submarine and warship programmes,
includingthe QEclass camrier programme as well as continued
growth from intemational revenue. Operating profit increased
to £135.1 million (201 1: £119.3 million) an increase of 13%
which resultedinan operatingreturn on revenue of 12.5%
driven largely by completion of the main part of HMS Vigilant's
LOP(R) and the continuing efficiencies which we share with
our customers.

Operational review

OurToBAwiththe MoD creates a long-term partnering
arrangement that provides us with a predictable, long-term
programme of workin submarine and warship deep
maintenance as wellas continuing our role asthe MoD’s
partner atthe naval bases in Devonport and Clyde. During the
year we met all of our requirements underthe ToBAincluding
the delivery of significant cost reductionsin excess ofthe
requiredlevel.

We retain a strong market positionin the through-life support
of the UKsubmarine fleet assole provider of both deepand
in-service maintenance. Weare working withthe MoD, BAE
SystemsandRolls Royce on SEPP to ensure maximum
availability of the UK submarine fleet whilst delivering on
going reductionsin operating costs.

HMS Vigilant successfully completed the main element of its
LOP(R),whichinvolved 160 capability upgrades, theremoval
and overhaul of 26,500 componentsandthe defuelingand
refuelling of the nuclear reactor.As HMS Vigilantretumed to
HMNB Clydefor seatrialsand contract acceptance, HMS
Vengeance arrived at Devonport to begin herthreeanda half
year, c £350 million LOP(R).

We continue to provide specialist systems andservices forthe
Astute-class submarine programme as well as specialist
training forsubmarine crews. HMS Astute is now includedin
the Babcockled in-service engineering management
organisation andis continuing sea-trials before becomingfully
operational in 2013. HMS Ambush is expected at Faslane in
the summer of 2012 and procurement activities arealready
underway forthe fifth submarine in the class.On the
Successor future deterent submarine programme, activities
continuetoprogress.Babcock has involvement inthe long-
termtechnicalengineering support and hassecuredthe role
as providerof the key tactical weaponslaunch system and we
continuetoinvest in capability to deliver further elements of
the programme.
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TheMoD s progressingits proposals for the Submarine
Dismantling Programme (SDP) and has completed the public
consultation process at Devonport and Rosyth, the sites
identifiedfor the dismantling phase of the programme. We
expecttheresults ofthe consultationto be publishedin the
summer of 2012 withtheMoD's currently stated preference
being fordismantling activities to take placein parallelon
both sites.

Duringtheyear we have successfully delivered deep
maintenance periodsfor a numberofwarships as part ofthe
SSSA. The recently signed Phase 2 Agreement brings all ofthe
remaining classes of warship cumently in-service intothe class
managementarrangements developed for SSSA. Work s also
underwaytodevelop Phase 3 of the SSSA covering future
classes of warships providing Babcock with a potentially
enhancedsupportroleinfutureyears.

As part of the Aircraft Carrier Alliance, with significant rolesin
both the designandbuild ofthe newvessels,we continue to
make excellent progress andthe programme remains on
schedule with costs remainingin line with forecast. The first
superblockisin place inthe dockat Rosyth following delivery
of lower andupperhullblocks and theirassembly usingthe
new Goliath crane.

We have been successfully managing the delivery of services
at HMNBs Devonport and Clyde under the Warship Support
Modernisation Initiative (WSMI) for the past 10 years. Under
the framework of the ToBA, we arein active discussion with
the MoD to introduce a replacement contractunderthe
Maritime Support Delivery Framework. Thisnewcontract will
provide a platformforfurtherdevelopmentof ourrole in both
naval basesand provide a mechanism for us to deliver scope
expansion.

In our broaderequipment supportoperations, where we
provide engineeringsupport for a range of key assets as well
as procurement and logistics support, we have consistently
achievedor exceeded our customer’s operational KPIs. During
this year, our approach to demand management fora wide
range of defence spares has enabled us towin additional,
competitively tendered, procurement packages. In addition,
we expect the MoD will, over time, transition to substantial
outsourcing of equipment management services, roles where
we can demonstrate industry leading capabilities.

Our international activities continue to progress well and now
accountforover 10% ofthe division’s revenue. In Australiawe
have successfully tested our torpedolaunchers and weapons
handling systemsforthe newHobart class Air Warfare
Destroyers. We have also been selected, with our partners
UGL, to provide inservice supportforthe Royal Australian
Navy’sfleet of eight Anzac class frigates. The contract worth
£200 millionovertheinitial five year period, establishes a new
model of long-term support arrangements delivering benefits
to the customer and industry. We have alsobeen down-
selected to tenderforfuture packages of warship support
which are expectedto come to market by mid 2013.

With the Australian govemment committed to progressive
reform of its naval support activities, which hasincluded an in-
depth review of its submarine support activities,we believe
we are well place with distinctive capabilities and credentials.
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On the Canadian submarine programme, the Navy
successfully trialled Babcock systems on HMCS Victoria, their
first submarine to come backintoserviceduring2012. We
havetaken control of HMCS Corner Brook ahead of refit
activities and with HMCS Chicoutimi progressing through a
refit, we continue to build ourcapabilityin Canadaforan
increasingfuture workload. The recent budget in Canada
confirmedthe govemment’s commitment to the submarine
fleetand high level agreements have been putinplace for
major surface fleet renewal. We expectthese programmes to
progressin the mediumtermandbringa range of growth
opportunitiesfor us.

In Spain, significant deliveries of Babcock systems have been
madethroughoutthe yearinsupport of the Spanish S-80
submarine programme and these are beingintegrated into
thefirst of class build programme.

Divisional outlook

Inthe UK, as a resultof ourToBA and our positionon a
number of key programmes we haveexcellentvisibility of
future revenues. We are well positioned, with unrivalled depth
and breadth of expertise within each of ourbusiness units,to
assistthe MoD and Royal Navy as they seek to achieve
maximum availability and increased financial efficiency as well
as supportingthem asfurtherprogrammes areoutsourced.

In our intemational markets, we continue to build our
presence and arenowwell positioned as govemments seek to
achieve better value for money for naval equipmentand
infrastructure support and improved availability for their
submarine and warship fleets.

We believe theoutlook forthe Marine and Technology
divisionis extremely secure, with a numberof opportunities to
deliver further growthin boththe UKand overseas.

Defence and Security

31 March 31 March Change

2012 2011 +-

Revenue group £446.0m £381.9m +17%
v £167.3m £87.3m +92%

total £613.3m £469.2m +31%

Operating profit group  £51.7m  £54.4m - 5%
v £279m £18.8m +48%

total £79.6m £73.2m + 9%

Operating margin group 11.6% 14.2%
v 16.7% 21.5%

total 13.0% 15.6%

Defence and Security markets

Thekey focus of the Defenceand Security division is military
training and equipment support primarily forthe UK MoD with
over £1.5 billion of MoD spend within our core capabilities.
Throughour4,500 peopleinover 70 locationswe have
extensive experience across allthree UK Armed SServices,in
leadingthe provision of trainingand equipment support
servicesto operationally critical defence activities. Our success
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is builton ourcommitment to a safeworking environment for
our people, our depth of engineering and technical expertise
and the ability to establish long-term partnering relationships

with our customers.

Inthe UKthe £38 billion shortfall inthe Defence Budgetover
thenext 10years isbeingaddressed through a
comprehensive review of existingand planned programmes
and personnel requirements. As a result, radical organisational
changeis proposed withinthe MoDtogether with significant
reductionsin equipment spendingandinuniformedand
civilian MoD staff. Within this context we expect the
increasing pressure on budgets and manpowerwill drive
greater outsourcing and the short-term potentialfor the
extension of existing contract services in supportof MoD
legacy assets.

Defence and Security strategy

Duringtheyear our keyfocus has beento secure the rebids
and extensions essentialto maintaining our business
capabilitiesandto build on ourleading market positionsin
military trainingand equipment support to ensure we are well
placed forfuture outsourcing opportunities. In supportof
these activities we remain focused on ensuring we are able to
deliver the most cost efficient solution forour customeron
current,as wellas potential future, activities.

We have a demonstrable track record of delivery which has
been sustained despite the cumrent challenging economic and
operational environment. Thisis recognised by the MoD
through ourexcellent SRT (Supplier Relations Team) scores
which reflect our strongrelationshipand our on-going
commitment totheidentification and sharing of efficiency
savings.

Overseas, inselected markets where defence operational
requirements are similar to those inthe UK, we have been
reviewing opportunities to exploit our expertisein developing
long-term contractingsupport solutions. We believe our
current Group positionin the Australian and Middle East
markets will provide an attractive growth opportunity.

Financial review

Revenuefortheyearincudingthe Group’s share of joint
ventures for the Defence and Security division increased to
£613.3 million (2011:£469.2 million) an increase of 31%
mainly resultingfrom a fullyear of revenue fromformer VT
operations. Organic growth forthe division was 4%. The
division’s share of revenue from its joint venture projects
includingFSTAand MFTSwas £167.3 million(2011: £87.3
million). With alongterm commitmentanda roleas
shareholderin both projects, we expectthem to continue to
contribute significantly to the division’s revenue. Thesecuring
of the MoD’s new Phoenix framework for the management of
its white fleet of vehicles willunderpin the division’s revenue
into nextyear. Bothtrainingandequipment support
businesses performedwell. Operating profit was £79.6
million (2011:£73.2 million) and, as previously indicated,
operating retum onrevenuereducedto 13.0%(2011:15.6%)
following completion ofthe construction phase of both the
jointventuresand the change in mix between newand
mature contracts.
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Operational review

Throughout the yearouroperational performance supporting
the RAF has been strong. Following successful completion of
the Main Operating Base andthe communicationsand
information systems forthe Future Strategic Tanker Aircraft
(FSTA) project, our focus has now movedto the through-life
service delivery phase forthe remaining 23 years ofthe
programme.Underthe UK Military Flight Training System
(UKMFTS) programmewe are now deliveringthe firsttraining
packagesinsupport of RAF Advanced Jet Training at RAF
Valley and Rear Crew Training at RAF Barkston Heath and
RNAS Culdrose.

Our airfield and operational support contracts have performed
well. We delivered 39,000 flyinghoursonthe Light Aircraft
FlyingTaskusingourfleet of 119 Grob 115e Tutoraircraft
across 15MoD sitesand 17,000 flyinghourson 52 aircraft
through the Tucanoin Service Support Contractat RAF Linton-
on-Ouse. We continue to provide engineering manpower
support to the Sea King Integrated Operational Support
(SKIOS) Search and Rescue service whichis expectedto
continue untilthe SeaKing out-of-service datein 2016.

We continue to develop ourcontractforengineeringsupport
tothefleet of 67 HawkT1 aircraft in advancedflying training
and engineeringsupport to BAE Systemsforthe introduction
to service ofthe Hawk T2 at RAF Valley - in aggregate support
to 15,000 Hawk flying hours.

In our Land business we have continuedto expand our
training and equipment support capabilities. Duringthe year
wewon afouryear contract asthe service provider for the
MoD’s newPhoenix framework. We have also signed a
contractto provide continuity of serviceandincremental
replacement for over 14,000 vehicles (ranging from carsto
coachesandarticulated trucks) previously provided through
the White Fleet contract. We expect the overall Phoenix
contractto be worth ¢ £400 millionto September 2016.To
help the MoD to meet its challenging budget constraints, we
have enhanced our service offering by incorporating
telematic monitoringandon-ine booking systems to improve
fleet optimisation.

Throughout the year, our ALCjoint venture contractwith
Amey has successfully provided and managed the MoD’s fleet
of 2,000 construction vehicle worldwide and has successfully
and consistently delivered servicesin support of Urgent
Operational Requirements.We are working closely withthe
MoD to identify furthersavings opportunities through more
effective use of this contractual arrangement.

Our fleet management capability is also evidenced through
our strong performance as a service provider onthe Allenby
Connaught programme where we provide maintenance and
fleet managementservicesto the MoD Green Fleet and have
deliveredin excess of 66,000 transport tasks duringthe year.

We expect the MoD to launch its competitionforthe Logistics
and Commodities Service Transformation programme during
2012 and in preparation forthis we have enteredintoa
teaming agreement with DHLto bid, and if successful,
operate this programme jointly.
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At Bovington, our contract to provide training, maintenance
and support senvicesto the Royal Armoured Corps had
delivered over 45,000 mantraining daysto 1,900 students
and provides uswith a furtheropportunity toextend ourrole
in both trainingandequipment supportsolutions until 2016.

We continue to focus on deliveringthe higheststandards of
training forboth the Army andRoyal Navy (RN). Following the
cancellation of the Defence Training Rationalisation
programmein 2010the MoD isreviewing its long-term
requirements and this willdetermine the scale and timing of
future outsourcing opportunities. Inthe interim, oursuccessful
deliveryrecordintraining hasenabled usto securea £40
million, twoyearcontractextensionto 2014, for our activities
atBordonandArborfield forthe Royal Electricaland
Mechanical Engineers.

At The Royal School of Military Engineering (RSME) we provide
technical trade and professional engineering training as well
as infrastructure andfacilities management services. The
construction and refurbishment programme is now 60%
complete and 40 new andrefurbished training assets have
been handed over to the Royal Engineersduringthe year.
New accommodation andspecialisttraining facilities are
plannedat the Defence Explosives Munitions and Search
SchoolatBicesterduring 2012 and thiswilldeliver a step
changeintraining capability in counterIED (Improvised
Explosive Device) activities.We continue to work withthe
RSME in the transformation of engineeringtraining and we
remain on target to optimise the delivery of alltrade courses
by 2015.

We have had continued successinthe winning and delivery of
servicesto the RN. Duringthe year we were awarded a six
year c £90 million contract for the training requirement of the
Fleet Outsourced Activities Project. This contract offersthe RN
significant improvementsin efficiency and service delivery
through innovative training and supportprocesses and has
options forthe customer to extend to 15 years. Following a
successfultransition from the previous Flagship contract
service deliverycommenced inJanuary 2012.

In support of ourservices to the RN training establishments we
were awarded a contract extension until 2013 for the delivery
of soft facilities management services.A competition is
underway forthe provision of these servicesfrom 2013 and
we are actively engaged inthat process.

In August 2011 we started delivery of training at the Royal
Navy Maritime Composite Training System facility at HMS
Collingwoodwhere our team enables state-of-the-art training
on synthetictrainingequipment. This £20 million, sevenyear
contractis with BAE Systemswho have developedthe system
in support of the Maritime Synthetic Training programme.

In the Security sector ourten year strategic partnering
relationship with a Government Agency for the provision of
engineeringand procurementservices continues to operate
successfully and we continue to work with ourcustomerto
identify furthersavings opportunities withintheiroperations,
as they arise.
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Divisional outlook

Followingour successduringtheyearinsecuringnewvehicle
support and training contracts for the Ammy and Royal Navy,
ourshort-term focusis onservice delivery and ensuring we
maintain our track record of delivering efficiencies to the
MoD. As these new contracts become operational we
continue toseek opportunities to increase the scope of these
servicesand participate in new MoD outsourcing
programmes.

Our fleet availability contracts and engineering support
activities leave us well placed to compete forfuture
programmes.We expectthatthe pace of outsourcing across
MoD will accelerate particulafy in relation to:

[] the proposeddisposal of the Defence Support Group (DSG)
which provides routine and depth maintenance onthe
Army’s vehicle fleet

1 MoD Logistics Commodities and Service Transformation —
the outsourcing of elements of the Joint Supply Chain

[ Tri-Service training packagesin technical, collective and
sponsoredreserve training

[J support of front line aircraft.

Overseaswe aimto leverage our UK expertise and capabilities
in selected markets where defence operational requirements
are similarand opportunities arise to exploit our experiencein
developing long-termcontracting models.

Support Services

31March 31 March Change

2012 2011 + -
Revenue group £1,037.7m £895.2m +16%
v £54.7m £51.4m + 6%

total £1,092.4m £946.6m + 15%

Operating profit  group £98.0m £75.3m +30%

v £8.7m £4.3m +102%

total £106.7m £79.6m +34%
Operating margin group 9.4% 8.4%

v 15.9% 8.4%

total 9.8% 8.4%

Support Services market

The Support Services division operates predominantlyin a
range of UK public sector, MoD, regulated and commercial
markets, targeting various elements of the c £200 billion
market for outsourced services.

Sincethe 2010 Comprehensive Spending Review,
aggregated customeroutputandspend has reduced across
our markets, however that spend which isaddressable to
Babcockhas, inmostcases, grown or remainedflat,
influenced by a range of factors. These include a
transformation in our customers’ operating models towards a
commissioner of services, and hence increased relianceon
private sector partners, such as in our local authority, schools,
police andfire and rescue markets.
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Equally,the mission critical nature ofthe engineeringassets
managed on behalf of our civil nuclear,MoD, power and
telecoms customers typically encourages longerterm
planning and procurement cycles.

Finally, and in response to the challengingeconomicclimate,
as well as the Cabinet Office’s push foraltemative provision of
service delivery, Babcock has beenworking with customers in
our govemment property, mining and construction andlocal
authority markets on innovative models of asset ownership
and finance andservice provision that has unlocked spend
that might otherwise notbe available.

Support Services strategy

Thedivision has continuedto developitsstrategy, inline with
the Group’sstrategicobjectives, and isfocused ontaking
responsibility forourcustomers’ complex and critical assets,
providingtechnical expertise and improving service delivery at
reduced cost togive our customers the confidence to focus
on their core operations and strategic direction. Ourbusiness
units have developedtheir strategiesto ensuretheyareina
strongpositionto competewithintheirspecific markets.

In particular,we have strengthened ourapproach to account
managementforour key customers, developingspecific
propositionsthat are targeted at delivering additional value
and strengthening our relationships. This approachis also
providinga bridgebetween business units, allowingusto
develop propositionsthat combine capabilities acrossthe
division.

With growth as ourkey priority, last year we identified a
number of coregrowth sectors; nuclear, govemment
property, education and trainingand mobile asset
management. Good progress has been made throughout the
year with anumberofkey contractwinsand new
competitions coming to market demonstrating progress.

Theintegration of ex-VT businesses has delivered substantial
cost synergies arising from revised organisation structures and
enhanced procurement activities. Revenue synergies are also
being delivered, in particularinthe Nuclear and Mobile Assets
businesses, where the combination of Babcock and VT skills
and capabilities have delivered innovative propositions and
furtherimproved our market positioning.

Financial review

Thedivision'srevenue, including the Group's share of joint
ventures, increased by 15% to £1,092.4 million (2011:
£946.6 million) of which c 5% was organic growth. Joint
venture revenue was £54.7 million (2011: £51.4 million). All
businesses showed revenuegrowth with Infrastructure and
Nuclear benefitingfrom new contract wins aswell as
continued organic growth. Operating profitincludingjvs
increased by 34%to £106.7 million, (201 1: £79.6 million)
which gave an operating returnonrevenue 0of9.8%(2011:
8.4%) driven by both contract performanceand additional
cost synergy realisation.
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Operational review

Nuclear

Our Nuclear business continues to grow its reputationasa
major player inthe UKmarket with capabilitiesin the
decommissioning and powergeneration sectors.

The key successduring the year was at Dounreay, wherethe
Nuclear Decommissioning Authority awardedthe contract for
the decommissioningand clean up ofthe Dounreay nuclear
siteto the Babcock Dounreay Partnership (a joint venture

between Babcock, CH2M Hill and URS). This isa complex long-

term contract to deliver the site to itsinterim endstate by
2025, 16 years earlierthanthe previous plan.The total
contractvalueisexpectedto bein the region of £1.6 billion,
which represents a reduction of over £1 billionon

previous estimates.

Dounreayisthe first major closure project intheUK andis also
thefirsttargetcost/incentive fee contract for thistype of
programme - a clear demonstration of Babcock’s ability to
create valueforits customers.

We have continuedto strengthen our position at Sellafield
with involvement ina number of significant decommissioning
programmesonthessite. Core contractsawardedin 2010/ 11
have performed welland our position has been further
reinforced by other majorwins duringthis year; Phase 1 of the
Silos Maintenance Facility,a key part ofthehazard reduction
programme and the Design Services Alliance framework
agreement whichwill provideinitial design works for
decommissioning related projectsonthesite.Both these
contracts have a potential total value of upto £150 million.

Elsewhereinthe UK, Babcock has secured substantial
decommissioning work at the Trawsfynydd Magnox siteand
the decommissioningofthe A1 facility at AWEis progressing
very well.

We continue to provide specialist fuel route support to EdF on
the UK’s cument fleet of nuclear power stations. Looking
forward, although we do not expect any contract awards until
atleast 2015, we have teamedwith a majorFrench
contractorandare starting to prepare bids for future activities
as part of EdF’s new build programme at Hinkley Point and
Sizewell.

Mobile Assets

As announcedin September 2011, we are nowmanaging
and maintaining Lafarge’s fleetof heavy mobile equipment in
the UK, US and Canada worth a total of £150 millionover a
ten year period.The team continue to developthe next
phases of the process with due diligence on goinginfurther
territories, where we expect some negotiations to be
concludedinthefirst half of thisfinancial year.

Our other fleetmanagement contracts for the emergency
services continue to performwell and ouroperations at
Heathrow continue to expand as a resultof a new contract
with BAA to support their airfield operations vehicles at the
world’s busiest intemational airport.

We are now looking at a number of opportunities where our
proven through-life management model could prove
attractive to customers operating complex mixed vehicle
fleets.
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Infrastructure

For our Infrastructure business, the current reorganisation of
the Defence Infrastructure Organisation (DIO) has created a
number of opportunities. Ourcurrent regional prime
contracts are performingwelland have been extendedto
2014 as the DIO preparesforthe Next Generation Estate
contracts tocome to market. Babcockis the only organisation
to have pre-qualifiedfor all contracts being let underthefirst
phase of this process; the Scoland and Northern Ireland
Prime, the Housing Prime andthe National Training Estate
Prime contracts. The contract to support the British Forcesin
Germany is also performing welland we will remain proactive
and responsive to the Military’s needs as operations are
wound downin Germany andforces are returned tothe UK.

In addition, we are looking at otheropportunities withinthe
DIO, and other public and privatesector customersto help
them unlock value within theircomplex and critical property
portfolios.

EducationandTraining

Thetraining business has continuedto perform strongly. We
remain the UK’s largest provider of vocationaltraining, with

€ 45,000 learners ona programme at any onetime. We
work in partnership with over 6,000 employersdrawn from a
broad range of industries, predominantly in the engineering
and servicessectors.

Duringtheyear ourtraining client base has continuedto
expand, most notably with a new 25 year contract with the
London Fire Brigade (LFB) to support the training of all fire-
fightersacross London.Our contract will alsoentailthe
building of two dedicated fire training facilitiesin London and
the refurbishment of facilities at a number of fire stations. The
new contract started on 1 April 2012 followingrapid
mobilisation andis performingwell.

In additionto newcontracts, we alsosecuredrebids with the
Army and Network Rail and we hope tosecurea rebidfor the
EdFtechnicaltrainingfacility. These contractsalongwiththe
LFB success, clearly demonstrate ourunparalleled positionin
thetechnicaltrainingsector.

Withinthe Education business, we have built on our successful
partnershipwith Surrey Country Council, by winninga £125
million, sevenyear contract with Devon County Councilto
deliver education effectiveness services andlearningsupport.
This new contract willbe deliveredthrough a dedicatedteam
of education professionals, workingto create a regionaland
national centre of excellence to deliversavings andreturnsto
the councilofover £ 10 million overthe lifeof the partnership.
Babcockisnow theleading providerof school effectiveness
servicesto UKschools.

Outside the growth areas highlighted above, the division has
had two majorsuccesses during the yearretaining key
contractand customerrelationships.

We retained ourposition as a trusted partnerfor theBBCbuilt
up over the past 15 yearswith the win ofthe ten year, £200
million contract to continue providingthe BBCWorld Service
with transmission and distribution services forradioand
television.
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A major contractextension was awarded by National Grid to
our Electricity Alliance contract with a further five year
framework arrangement agreed to maintainand upgrade
high voltage powerlines acrossthe UK. This extension also
offersthe exciting opportunity to proactively support our
customeras it movesintothe newRIIO regulatory framework
being implemented by Ofgem withitsfocus on performance
through incentives, innovation and output.

Divisional outlook

The pressure onthe UKgovemment and our private sector
customersto deliver services within restricted budgets
continuesto create substantial growth opportunities for the
Support Services Division. In additioninvestmentand change
is being driven throughthe UK’sinfrastructure,includingthe
power transmission, rail and mobile communications
networkswhere we can offer existing and new customersa
differentiated engineering solution.

Our unique combination of market-eading positions:
technical, managementand analytical expertise and track
record of improvingservice delivery and reducing costs for
our customers, creates a compelling proposition and a strong
platform for growth.

International
31March  31March  Change
2012 2011* +/-
Revenue total £280.0m £267.9m +5%
Operating profit  total £193m £18.1m +7%
Operating margin total 6.9% 6.8%
* restated

Following agreement being reachedfor thesale of the US
defence business, subject to regulatory approval, which was
previously reported with the results of the International
division, the division's financial results have been restatedto
include only continuing operations. Thesecomprise the South
African operations and aircraftsupport contractsin Oman and
Kuwait. The US businessis reported as discontinued and as
held forsale.

South Africa

South Africanmarket

In South Africa, the general economic environment has
remained stable during 2011 andeconomicgrowthis
forecast to continue. Our equipmentmarkets continueto be
supportedbyboththe on goinginvestment ininfrastructure;
for whichthe South African government announceda c
ZAR800 billion programme of investment over the next three
years in October2011, andtheincreasing globaldemand for
South African commoadities, including coal, diamonds and
copper. Forourpower generation supportoperations, as
economies continue to grow across Southern Africa, demand
forenergyisincreasingandis putting pressure on current
generating capacity. We expect thisto continue for the next
15-20years.
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Our strategy

Throughout the downtum, between 2008 - 2010, we took
the opportunity to reviewand reshape our business and
ensure we were well placedto take fulladvantage of the
recovery whichstarted during 201 1. Ourkey prioritiesareto
drive growth through ourwell-established equipment
dealership networksand planthire operations and buildon
our long-termm relationship with Eskom in our power
generation activities. We will also be seekingto build on
Group-wide capabilities and expertise to develop new
business streamsandwill be focusing on opportunities we
haveidentified forautomotive training and defence
infrastructure and equipment support.

Financial overview

Continuingrevenue for the divisionincreased by 5% to
£280.0 million(2011:£267.9 million) and operating profit
increased by 7%to £19.3 million (201 1:£18.1 million) which
resultedin anoperatingretumon revenue of 6.9% (201 1:
6.8%). The growthinVolvo equipment andin the planthire
business hasdriven up profitsyearonyear.

Operational overview

The equipmentmarket has continuedto experience steady
growth throughout the year. We have seen good demand for
Volvo equipment, benefiting in particular fromthe
introduction of new ranges of trucks,andare planning forthis
to continue during 2012. Followingthelaunch ofthe DAF
truck franchisein 2010, sales have been steady throughout
thefirst yearand with the introduction of new customer
finance packages we expect to see increased growthinthe
coming year.

With increased investment ininfrastructure ourplanthire
operations haveexperienced strongdemand forcranes and
power generators. We expect growthin demand to increase
significantly and we have increased our capacity to respond to
this accordingly as wellas creating opportunities tomoveinto
new geographies.

Eskom, South Africa’s power generation company, continue
to fall behind ontheirplanned maintenance activities.
However we have experienced good activity levels within our
power generation support operations as we supportEskom
meet increased demand for electricity. Powerlines activity has
remained stable and although one or twointernational
competitors have withdrawn from the market, competition
remains stiff.
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Divisional outlook

In South Africa, the markets in which we operate are expected
to remain strong fora number of years supported by
significant investment programmes and global commodity
requirements. We have restructured our businesssowe arein
astrong position to benefit fromthese trends.

For our current operations we have a number of opportunities
within ourexisting markets and we have identified
opportunitiesto develop these businessesintonew
geographiesand new markets. Inaddition,we have identified
anumber of opportunitiesin new markets and foradditional
business streams which we can access by building on
expertise elsewhere in the Group.

Middle East

Despite the ongoing palitical unrest in parts of theMiddle
East anumberoffactors support our beliefthat the area will
provide the Group with significantgrowth opportunities in
future. In particular, the drive for economic diversification
away from oil and the increased focus onvocationaltraining,
in both civil and defencesectors, to support thisaswell as the
risinginvestment in education and infrastructures acrossthe
region.

We have continuedto build our presence through our
managementteam in Abu Dhabiand have been actively
engaged indialogue with a number of government
departments and private organisations. As anticipated, this
processistakingtime but we are making steady progress. We
have identified a number of areas where we can build onour
current contractsinthe region and exploitthe capabilities
acrossthe Group and our successful track record of delivery.

Peter Rogers
Group Chief Executive

Bill Tame
Group Finance Director
14 May 2012
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Principal risks

Therisks and uncertainties shown below arethose the Board
considersto be of most direct relevance and greatest
significance to Babcock as it stands today. They have the
potential to materially and adversely affect Babcock’s business,
results of operations, revenue, profit, cash flow, assets and the
delivery of its strategy.

For each risk there is a description of the general strategic
response by the Company. Thesize, complexity and spread of
Babcock’s businesses and the continually changing environment
in which the Group operates means, however, that the list
below cannot be an exhaustive list of all significant risks that
could affect the Group. Forexample, risksand uncertainties
which affect or arelikely to affect businessesin general are not
set out belowbutBabcock, in common with other businesses,
faces those risks too.

The Group’srisk management and internal control systems
can onlyseekto manage, not eliminate, therisk of failureto
achieve business objectives, asany system can only provide
reasonable, not absolute, assurance against material
misstatementor loss.

Risk - reliance on large contractswith a relatively limited
number of major clients, including clientsaffected by
political and public spending decisions

Babcock’s customers aremainly large, complex organisations,
typically central or localgovemmentdepartments, other
publicsectorbodies orcommercially owned entities in sectors
subjectto specific regulation. Many of them rely, to a greater
or lesser extent, on public funding.

Babcock’s contracts are typically intended to lastforfive to
seven years, but manyformuchlongerthanthat.

Inevitably, reliance on a relatively limited number of large
customers and contracts carries risks.

[] Nationalandlocal govemment policy changes and public
spending constraints are potentially material risks for the
Companyasthey couldresult indelaysin placing work,
pressure on pricing ormargins, withdrawal of projects,
early termination of contracts, lowercontractspendthan
anticipated or adoption of less favourable contracting
models.

[] These customers setdemanding criteria for eligibility for
contractingwiththem,the costof compliance withwhich
can besignificant thefailure to obtain or retainthe
necessary eligible status to contractwith such customers
could substantiallyimpact entirebusiness areas.

[] Aloss of reputation forany reason, eithergenerally orwith
a specific major customer, could leadto a significant loss of
existingor future business.

[] Key reputational dependenciesinclude healthandsafety
performance, ethical conduct and contract performance.

[] Bid success rate determines how much of a pipelineof
opportunitiesisactually turned into growth.

[] Biddingforlarge and complex contracts is time-consuming
(it can take many monthsor evenruninto years) andis
expensive —as can be mobilising on new contract wins.

[] Unsuccessful bids orrebids caninvolve significantwasted
bid costs.
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[] By their nature,large, longerterm contracts are irregular
and relatively infrequent in comingto market;

[] Thesefactors togethermean that lack of success ina new
bid can representa significant missed opportunity for
growth, and losing rebids can meanthe loss of a significant
existingrevenue and profit stream.

Strategic response

[] The Company has extensive and regular dialogue with key
customers, involving as appropriate, the Chief Executive,
Divisional Chief Executives and othermembers of the
senior management team.

[]1 The Company actively monitors actual and potential
politicaland other developments that mightaffectits
customers.

[] By these means, the Company seeks to maintain a clear
understanding of customer needs, plansand constraints
and to be ableto respond to them.

[1 The Company aimsto be innovative and responsive in
helping customers meet their needs and challenges.

Risk - operations carrying significant healthand safety or
environmental risks

Many of Babcock’s operations, if not properly managedand
conducted, entail the risk of significant harm to employees,
third parties or the environment. Apart from the adverse impact
this could have on reputation and the willingness of customers
to deal with Babcock (see above), this couldlead to significant
financial loss and claims for damages.

Strategicresponse

Health, safety and environmental performance are absolute
priorities forBabcock and receive close and continuous
attention and oversight from the senior management team as
well as at the operational level.

Risk - need for experienced managementresource and
skilled employees, who can sometimes be in short supply
The Group needs, nowandin the future, strong, experienced
senior executive and management teams familiar with the
Babcock culture, business model and customer base andwho
are capable of delivering its strategic development plans. Also,
some of the Group’s core engineering, technology and
project management businesses are complexand demand
skilled, suitably qualified personnelto deliver them
operationally. The continuing success ofthe Group relies on
Babcock’s ability to attract, train andretain qualified and
experienced managementand business development
executives and otherspedialist professionals, technicians,
engineersand projectmanagement staff. The number of
suitable candidates is limited and the market for them
competitive. This canlead not only to increasing costs of
recruitment and retention butalso potential problems with
resourcing contracts and pursuing bids and new business
areas, which couldinturnthreatenthe Company’s growth
and reputation.



Principal risks continued

Strategic response

High priority and significantresources are givento recruiting
skilled professionals, apprentice and graduate recruitment
programmes, training and development, succession planning
and talent management generally.

Risk-IT and cyber-security

Like any business, Babcock depends on havingreliable and
secure IT systems and cyber-security is an increasing threat for
all businesses.However, for Babcockthisis also a critical
customerconcem.

Many customer contracts require the Group tooperate
contractsupportingIT eitherentirely within secure customer
networksorto be able to interface reliably and securely with
those systems, and the nature of Babcock’s main customersis
such thattheyand theirsuppliersare a prime targetforcyber
security attacks.

The ability of Babcockto be able to deliver secure ITand other
information assurance systemsis, therefore, a key factor for
the customer. If Babcockis unable to demonstrate continuing
compliance with customerrequirements inthisarea itcould
have a substantial impact on major business sectors.

Strategic response

Babcockhas made a majorinvestment —andwillneedto
maintainsignificant investment — in updated, reliable, more
secure andsuitably accredited systems, undera centrally run
IT management structure.

As a part of thisinvestment programme a major project is
underwaytoupgrade and further enhance security and
information assurance controls and management.

Risk - the Group has significant defined benefit pension
schemes

Defined benefit schemes provide fora specified level of
pension benefit to members, the cost of which is met from
both member and employercontributions paid into pension
scheme funds andthe investment returns madein those
fundsovertime. The level of contributions required to meet
pension obligationsis actuarially determined based on various
assumptions, which are subject tochange, such aslife
expectancy of members,investmentreturns, inflation etc. If,
based on the assumptions beingused at any time, assetsin
the pensionschemeare judgedto be insufficient to meet the
calculated cost ofthe pension obligationsthere can be a
significant shortfall, which thescheme trustees may require to
be made up or secured byincreased contributions from
employers and [or employees,additional cash payments from
employers and [or guarantees or othersecurity to be provided
by employers. This may reduce the cash available to meet the
Group’sotherobligations or business needs. The most
significant impact can occur due to differences betweenthe
actual andassumedinvestment returnsand changesinthe
assumption for life expectancy.
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Also, the Group must comply with IAS 19 when accounting
forits defined benefit schemes. IAS 19 requires corporate
bond related discountratesto be usedto value the pension
liabilities. Thisis likely to lead to variations fromyear-to-year
dueto a mismatchwith the investments heldinthe pension
schemes and because of variationsin the yields available on
corporate bonds andinflationary expectations. Thisin tum can
materially affect the pensions charge intheincome statement
inthe Group'saccounts fromyearto-yearas well asthe value
of the difference between the assets and the liabilities shown
onthe Group’s balance sheet, leading tosignificant
accountingvolatility. Future accounting, regulatory and
legislative changes may also adversely impact onvaluations
and costs.

Strategic response

Continuous strategic monitoringand evaluation by Group
senior management of boththe assetsandliabilities ofthe
pension scheme and, as appropriate, the execution of
mitigation opportunities. The Company seeksto have a
constructive and open relationship with the schemes’ trustees
with aview to workingtogetherto mitigate and manage
theselongterm risks.
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2011
2012 Total
Total (restated) (restated)
Note £m £m £m £m
Totalrevenue 2 3,070.4 2,703.2
Less: joint ventures and associates revenue 222.0 138.7
Group revenue 2,848.4 2,564.5
Group
Operating profit before amortisation of acquired intangibles and
exceptional items 2 290.2 250.1
Amortisation of acquired intangibles 3 (77.3) (76.6)
Exceptionalitems 3 (10.9) (20.3)
Group operating profit 202.0 153.2
Joint venturesandassociates
Share of operating profit 11.0 9.3
Investmentincome 25.6 13.8
Amortisation of acquired intangibles 3 (6.2) (4.6)
Finance costs (19.4) (8.3)
Income tax expense (6.7) (4.1)
Share of results of joint ventures and associates 43 6.1
Group and jointventuresand associates
Operating profit before amortisation of acquired intangibles and
exceptional items 301.2 259.4
Investmentincome 27.8 16.0
Underlying operating profit* 2 329.0 275.4
Amortisation of acquired intangibles (83.5) (81.2)
Exceptionalitems (10.9) (20.3)
Group investment income (2.2) (2.2)
Jointventures and associates finance costs (19.4) (8.3)
Jointventures and associates income tax expense (6.7) (4.1)
Group operating prdfit plus share of jointventuresandassociates 206.3 159.3
Finance costs
Investmentincome 2.2 2.2
Finance costs (46.0) (59.0)
Financeincome 10.5 8.6
(33.3) (48.2)
Profit before tax 2 | 173.0] [ 1111
Income tax expense 4 (15.8) (10.1)
Profit for the yearfrom continuing operations 157.2| I 101 .OI
Discontinued operations
(Loss) [profit forthe year from discontinued operations attributable to
owners ofthe parent (53.1) 3.7
Profit forthe year | 104.1] | 104.7]
Attributableto:
Owners ofthe parent 100.8 101.1
Non-controlling interest 3.3 3.6
Earnings per sharefrom continuingoperations 5
—Basic 42.93p 30.14p
- Diluted 42.76p 30.03p
Earnings per share from continuingand discontinued operations
—Basic 28.11p 31.28p
- Diluted 28.01p 31.17p

*Including IRIC 12 investment income, but before exceptional items and amortisation of acquiredintangibles
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2012 2011
£m £m
Profitforthe period 104.1 104.7
Other comprehensiveincome
Currency translation differences (6.2) (7.7)
Fair value adjustment of interestrate and foreign exchange hedges 43 7.3
Taxon fair value adjustment of interest rate andforeign exchangehedges 0.5 (1.5)
Fair value adjustment of joint venture and associate derivatives (65.1) 8.8
Taxon fair value adjustment of joint venture and associate derivatives 16.9 (2.4)
Net actuarial (loss)/gaininrespectof pensions (106.9) 103.5
Taxon netactuarial loss/(gain) in respect of pensions 27.8 (31.3)
Impact of change in UKtax rates (5.7) (2.7)
Other comprehensiveincome, net of tax (134.4) 74.0
Total comprehensive (loss)/income (30.3) 178.7
Attributable to:
Owners ofthe parent (33.3) 175.0
Non-controlling interest 3.0 3.7
Total comprehensive (loss)/income (30.3) 178.7
Statement of changes in equity
Fortheyearended31 March 2012
Non-
Share Share Capital Retained Hedging Translation Ownersof controlling Total
capital premium redemption earnings reserve reserve parent interest equity
£m £m £m £m £m £m £m £m £m
At 1 April 2010 137.8 148.3 30.6 (234.2) (10.7) 8.8 80.6 5.2 85.8
Total comprehensive income - - - 170.6 12.2 (7.8) 175.0 3.7 178.7
Shares issuedin the period 77.5 724.5 - - - - 802.0 - 802.0
Dividends - - - (48.0) - - (48.0) (3.5) (51.5)
Share-based payments - - - 5.8 - - 5.8 - 5.8
Taxon sharebased payments - - - 0.5 - - 0.5 - 0.5
Own sharesand other - - - (2.2) - - (2.2) - (2.2)
Non-controlling interest acquired - - - - - - - 3.5 3.5
Acquisition costs - - - (2.0) - - (2.0) - (2.0)
Net movementinequity 775 7245 - 124.7 12.2 (7.8) 931.1 3.7 934.8
At 31March 2011 215.3  872.8 30.6 (109.5) 1.5 1.0 1,011.7 8.9 1,020.6
At 1 April 2011 2153 8728 30.6 (109.5) 1.5 1.0 1,011.7 8.9 1,020.6
Total comprehensive (loss)/
income - - - 16.0 (43.4) (5.9) (33.3) 3.0 (30.3)
Shares issuedin the period 0.2 0.2 - - - - 0.4 - 0.4
Dividends - - - (71.4) - - (71.4) (2.1)  (73.5)
Share-based payments - - - 5.0 - - 5.0 - 5.0
Taxon share-based payments - - - (0.6) - - (0.6) - (0.6)
Own sharesandother - - - 0.2 - - 0.2 - 0.2
Non-controlling interest acquired - - - (0.6) - - (0.6) (1.2) (1.8)
Net movementinequity 0.2 0.2 - (51.4) (43.4) (5.9) (100.3) 0.3) (100.6)
At 31March 2012 215.5 873.0 30.6 (160.9) (41.9) (4.9 911.4 8.6  920.0
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2011
2012 (restated)
Note £m £m
Assets
Non-current assets
Goodwill 1,540.9 1,622.2
Otherintangible assets 347.2 473.4
Property, plant and equipment 213.7 205.8
Investments in joint ventures and associates 7 19.3 64.9
Loans to joint ventures and associates 7 24.9 22.1
Retirement benefits 11 10.2 12.2
Trade and other receivables 1.8 1.9
IFRIC 12financial assets 23.1 38.2
Other financial assets 10 20.1 1.0
Deferred tax asset 31.3 3.3
2,232.5 2,445.0
Currentassets
Inventories 81.6 96.6
Trade and other receivables 476.9 540.3
Income taxrecoverable - 2.7
Otherfinancial assets 33 0.8
Cash andcash equivalents 10 100.3 104.3
662.1 744.7
Assetsheldforsale 13 103.0 -
Total assets 2,997.6 3,189.7
Equity and liabilities
Equity attributable to owners of the parent
Share capital 215.5 215.3
Share premium 873.0 872.8
Capitalredemptionand otherreserves (16.2) 33.1
Retained earnings (160.9) (109.5)
9114 1,011.7
Non-controlling interest 8.6 8.9
Total equity 920.0 1,020.6
Non-current liabilities
Bank and other borrowings 10 757.3 799.0
Trade and other payables 8.9 13.6
Deferred tax - 20.6
Retirement liabilities 11 276.1 237.3
Provisions for otherliabilities 117.2 134.4
1,159.5 1,204.9
Currentliabilities
Bank and other borrowings 10 4.2 35.3
Trade and other payables 8195 877.8
Incometax payable 10.0 17.3
Other financial liabilities 8.2 4.1
Provisionsfor otherliabilities 27.8 29.7
869.7 964.2
Liabilities heldfor sale 13 48.4 -
Total liabilities 2,077.6  2,169.1
Total equityand liabilities 2,997.6 3,189.7
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2012 2011
Note £m £m
Cash flows from operatingactivities
Cash generated from operations 8 260.7 308.5
Income tax paid (28.0) (19.3)
Interest paid (47.4) (58.6)
Interest received 10.3 8.6
Net cash flows from operatingactivities 195.6 239.2
Cash flows frominvestingactivities
Disposal of subsidiaries and joint ventures and associates 5.7 2.2
Dividends received from joint ventures and associates 6.6 -
Proceedson disposal of property, plant and equipment 2.7 1.0
Proceedson disposal of intangible assets - 0.2
Purchases of property, plant and equipment (42.7) (30.2)
Purchases of intangible assets (6.0) (4.2)
Investmentin,loansto and interest received from jointventures and associates (2.7) 0.2
Acquisition of non-controlling interest (1.7) -
Acquisition of subsidiaries net of cash acquired 0.2 (486.2)
Net cash flows frominvesting activities (37.9) (517.0)
Cash flows fromfinancingactivities
Dividends paid (71.4) (48.0)
Finance lease principal payments (2.0) (12.9)
Loans repaid (305.6) (457.5)
Loans raised 251.0 845.1
Dividends paidto non-controllinginterest (2.1) (3.5)
Net proceedson issue of shares 0.4 -
Movementon own shares 0.2 (2.2)
Net cash flows fromfinancing activities (129.5) 321.0
Net increasein cash, cashequivalentsand bank overdrafts 28.2 43.2
Cash, cash equivalentsandbankoverdraftsatstart of period 72.7 29.0
Effects of exchange ratefluctuations (2.5) 0.5
Cash, cash equivalentsandbankoverdraftsatend of period 10 98.4 72.7
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1. Basis of preparation

Thefinancialinformation has been extracted from the Annual Report, including theaudited financial statements for the yearended 31
March 2012. Theyshould be readin conjunction withthe Annual Report forthe yearended 31 March 2011, which hasbeen
prepared inaccordance with IFRSs as adopted by the European Union. The accounting policies used and presentation of these
consolidated financial statements areconsistent with those in the AnnualReport for the year ended 31 March 201 1.

Standards, amendments and interpretations effectivein 2011 with minimal or noimpact onthe Group:

] IAS 24 (revised), ‘Related party discloses’.

(] IFRS 1 (amendment), ‘First time adoption’ onfinancial instrumentdisclosure.

[1IFRIC 14 (amendment), ‘Prepayment of a minimum funding requirement’.

[1IFRIC 19, Extinguishingfinancial liabilities with instruments;.

[] 2010 Annualimprovements

2.Segmentalanalysis

The segments reflect the accountinginformation reviewed by the Chief Operating Decision Maker (CODM). The Marine and
Technology segment includes the Group’s UK and Intemational marine business, the Defence and Security segment isthe remainder of
the UK defence business with the exception of certain defence infrastructure contracts which fall within SupportServices. Support

Servicesalsoincludes Education and Training, Rail, Infrastructure, Critical Assets and Mobile Assets. International includes the South
Africanand Middle East businesses. The US defence business formerly included in Intemational is now under Discontinued operations.

Discontinued

Continuing operations operations Total
Total

Marine and Defence and Support continuing Group

Technology Security Services International Unallocated operations International total
2012 £m £m £m £m £m £m £m £m
Total revenue 1,084.7 613.3 1,0924 280.0 - 3,0704 202.1  3,2725
Joint ventures and associates revenue - 167.3 54.7 - - 222.0 - 222.0
Group revenue 1,084.7 446.0 1,037.7 280.0 - 2,8484 202.1  3,050.5
Operating profit*— Group 135.1 50.3 97.2 19.3 (11.7) 290.2 14.7 304.9
IFRIC 12 investment income — Group - 1.4 0.8 - - 2.2 - 2.2
Share of operating profit—joint
ventures and associates - 9.5 1.5 - - 11.0 - 11.0
Share of IFRIC 12 investmentincome -
jointventures and associates - 18.4 7.2 - - 25.6 - 25.6
Underlying operatingprofit 135.1 79.6 106.7 19.3 (11.7) 329.0 14.7 343.7
Share of interest - jointventures and
associates - (12.3) (7.7) - - (19.4) - (19.4)
Share of tax-joint ventures and
associates - (6.5) (0.2) - - (6.7) - (6.7)
Acquiredintangible amortisation—
Group (13.0) (12.6) (51.7) - - (77.3) (7.9) (85.2)
Share of acquired intangible
amortisation—jointventuresand
associates - (5.8) (0.4) - - (6.2) - (6.2)
Net finance costs— Group - - - - (35.5) (35.5) - (35.5)
Exceptionalitems - - - - (10.9) (10.9) (58.6) (69.5)
Group profit before tax 122.1 42.4 47.3 19.3 (58.1) 173.0 (51.8) 121.2

*Before amortisation of acquired intangibles and exceptional items.
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2.Segmentalanalysis(continued)

Discontinued

Continuing operations ~ operations Total
Total
Marine and Defence and Support  International  Unallocated  continuing International Group
Technology Security Services (restated) (restated)  operations (restated) tota
2011 £m £m £m £m £m £m £m £m
Total revenue 1,019.5 469.2 946.6 267.9 - 2,703.2 191.3  2,894.5
Jointventures and associates revenue - 87.3 51.4 - - 138.7 - 138.7
Group revenue 1,019.5 381.9 895.2 267.9 - 2,564.5 191.3 2,755.8
Operating profit*— Group 119.3 52.8 74.7 18.1 (14.8) 250.1 11.5 261.6
IFRIC 12 investment income — Group - 1.6 0.6 - - 2.2 - 2.2
Share of operating profit- joint venturesand
associates - 8.5 0.8 - - 9.3 - 9.3
Share of IFRIC 12 investment income - joint
venturesand associates — 10.3 3.5 - - 13.8 - 13.8
Underlying operatingprofit 119.3 73.2 79.6 18.1 (14.8) 275.4 11.5 286.9
Share of interest - jointventuresand
associates - (4.7) (3.6) - - (8.3) - (8.3)
Share of tax- joint ventures and associates - (4.0) (0.1) - - (4.1) - (4.1)
Acquiredintangible amortisation— Group (10.1) (13.9) (52.6) - - (76.6) (6.8) (83.4)
Share of acquired intangible amortisation—
jointventuresand associates - (4.3) (0.3) - - (4.6) - (4.6)
Net finance costs— Group - - - - (50.4) (50.4) - (50.4)
Exceptionalitems - - - - (20.3) (20.3) (0.4) (20.7)
Group profit before tax 109.2 46.3 23.0 18.1 (85.5) 111.1 4.3 115.4
*Before amortisation of acquired intangibles and exceptional tems.
3. Exceptional items and acquired intangible amortisation
Group Joint ventures and associates Total
2012 2011 2012 2011 2012 2011
£m £m £m £m £m £m
Continuing operations
Profit on disposal of subsidiaries (1.9) (2.9) - - (1.9) (2.9)
Reorganisation costs 12.8 10.8 - - 12.8 10.8
Acquisition costs - 12.4 - - - 12.4
Exceptionalitems 10.9 20.3 - - 10.9 20.3
Acquiredintangible amortisation 77.3 76.6 6.2 4.6 83.5 81.2
Continuing total 88.2 96.9 6.2 4.6 94.4 101.5
Discontinued operations
Reorganisation costs 0.1 0.4 - - 0.1 0.4
Impairment of US defence goodwill 58.5 - - - 58.5 -
Exceptionalitems 58.6 0.4 - - 58.6 0.4
Acquiredintangible amortisation 7.9 6.8 - - 7.9 6.8
Discontinued total 66.5 7.2 - - 66.5 7.2

Exceptionalitems are those items which are exceptional in nature orsize. These include material acquisition costs and reorganisation costs

Followingthe exchange of conditional contracts for the sale ofthe US defence business acquired with VT Group plcthere is animpairment to
Goodwill reflectingthe currentsales value expected.

Acquisition costsin 2011 relate tothe acquisition of VT Group plc. Reorganisation costs relate to theintegration of Babcock Intemational
Group PLCand VT Group plc.
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Taxation inrespect of Group profit before tax, acquired intangible amortisation and exceptional items totalled £54.7 million (2011:
£46.8 million) incdudingthe Groups shares of IVincome tax of £8.3 million (2011: £5.4 million). The effective rate of income tax,
which is calculated by reference to the Group’s underlying profit before tax and the associated tax charge (excluding prior yearitems)

was 19% (2011: 20.5%).

5.Earnings pershare

The calculation of the basicand diluted EPS is based on the following data:

2012 2011
Number Number
Number of shares
Weighted average number of ordinary shares forthe purpose of basic EPS 358,568,556 323,193,144
Effect of dilutive potential ordinary shares: share options 1,312,457 1,144,410
Weighted average number of ordinary shares forthe purpose of diluted EPS 359,881,013 324,337,554
Earnings
2012 2011
Basic Diluted Basic Diluted
Earnings pershare per share Earnings per share per share
£m pence pence £m pence pence
Continuing operations
Earnings from continuing operations 153.9 42.93 42.76 97.4 30.14 30.03
Add back:
Amortisation of acquired intangible assets, net of tax 61.8 17.23 17.17 58.5 18.09 18.02
Exceptionalitems, net of tax 8.1 2.26 2.25 16.5 5.11 5.09
Impact of change in UK taxrate (3.4) (0.95) (0.94) (2.7) (0.84) (0.83)
Earnings before discontinued operations,
amortisation, exceptional items and other 220.4 61.47 61.24 169.7 52.50 52.31
Discontinued operations
Earnings from discontinued operations (53.1) (14.82) (14.75) 3.7 1.14 1.14
Add back:
Amortisation of acquired intangible assets, net of tax 4.8 1.35 1.34 4.1 1.30 1.30
Exceptionalitems, net of tax 58.6 16.33 16.26 0.3 0.09 0.09
Earnings from discontinued operations before
amortisation, exceptional items and other 10.3 2.86 2.85 8.1 2.53 2.53
Continuing and discontinued operations
Earnings from continuing and discontinued
operations 100.8 28.11 28.01 101.1 31.28 31.17
Add back:
Amortisation of acquired intangible assets, net of tax 66.6 18.58 18.51 62.6 19.39 19.32
Exceptionalitems, net of tax 66.7 18.59 18.51 16.8 5.20 5.18
Impact of change in UK taxrate (3.4) (0.95) (0.94) (2.7) (0.84) (0.83)
Earnings before amortisation, exceptional itemsand
other 230.7 64.33 64.09 177.8 55.03 54.84
6.Dividends

The Directors have proposed a finaldividend of 17.0 penceper 60 pence ordinaryshare(2011: 14.2 pence per60 pence ordinary
share) was declared after the balance sheet date andwill be paidon 7 August 2012 to shareholders registeredon 6 July 2012.
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Investment in joint ventures and

Loans to joint ventures and

associates associates Total
2012 2011 2012 2011 2012 2011
£m £m £m £m £m £m
At 1 April 64.9 1.0 22.1 13.3 87.0 14.3
Acquisition of jointventures and associates - 51.2 - 8.1 - 59.3
Jointventure becominga subsidiary 4.0 - - 4.0
Investments in joint ventures and associates 0.9 0.2 - - 0.9 0.2
Loans to/(repayments from) joint venturesand
associates - - 3.2 (0.4) 3.2 (0.4)
Share of profits 4.3 6.1 - - 4.3 6.1
Dividends received (6.6) - - - (6.6) -
Interest accrued - - 1.1 1.1 1.1 1.1
Interest received - - (1.5) - (1.5) -
Fair value adjustment of derivatives (65.1) 8.8 - - (65.1) 8.8
Taxon fair value adjustment of derivatives 16.9 (2.4) - - 16.9 (2.4)
At 31 March 19.3 64.9 24.9 22.1 44.2 87.0
8.Reconciliation of operating profit to cash generated from operations
2012 2011
£m £m
Cash flows from operatingactivities
Operating profit before amortisation of acquired intangibles and exceptional items. 290.2 250.1
Amortisation of acquiredintangibles and exceptional items (88.2) (96.9)
(Loss) [profit from discontinued operations (53.1) 3.7
Taxon(loss)/ profit from discontinued operations 1.3 0.6
Operatingprofit 150.2 157.5
Depreciation of property, plant and equipment 33.6 31.2
Amortisation of intangible assets 90.3 87.3
Investmentincome 2.2 2.2
Equity share-based payments 5.0 5.8
Profit ondisposal of subsidiaries (1.9) (2.9)
Impairment of goodwill 58.5 -
(Profit)/loss on disposal of property, plant and equipment (0.8) 0.4
Loss on disposal of intangible assets 0.2 0.2
Operatingcash flows before movement in working capital 3373 281.7
Decrease in inventories 8.6 3.5
Decrease/(increase) inreceivables 23.3 (83.0)
(Decrease)[increase in payables (26.4) 176.5
Decrease in provisions (16.0) (16.8)
Retirement benefit paymentsin excess of income statement (66.1) (53.4)
Cash generated from operations 260.7 308.5
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2012 2011
£m £m

Increasein cashinthe period 28.2 43.2
Cash flowfrom the (increase) /decrease in debt and lease financing 56.6 (374.7)
Changeinnetfundsresulting fromcash flows 84.8 (331.5)
Loans andfinance leases acquired and disposed of with subsidiaries - (90.3)
Foreign currency translation differences and other 3.1 (4.9)
Movementin netdebtintheperiod 87.9 (426.7)
Net debt at the beginning ofthe period (729.0) (302.3)
Net debt at the end of the period (641.1) (729.0)

10.Changesin net debt

At Exchange At

1 April Acquisition movement 31 March

2011 Cash flow and disposals |other 2012

£m £m £m £m £m

Cash andbankbalances 104.3 (1.8) 0.2 (2.4) 100.3
Bank overdrafts (31.6) 29.8 - (0.1) (1.9)
Cash, cash equivalentsandbankoverdrafts 72.7 28.0 0.2 (2.5) 98.4
Debt (798.7) 54.6 - (13.7)  (757.8)
Finance leases (4.0) 2.0 - 0.2 (1.8)
(802.7) 56.6 - (13.5)  (759.6)

Net debt before derivatives (730.0) 84.6 0.2 (16.0) (661.2)
Net debt derivative 1.0 - - 19.1 20.1
Net debt including derivative (729.0) 84.6 0.2 3.1 (641.1)
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2012 2011

£m £m
Fair value of plan assets
At 1 April 2,579.9 1,979.8
Acquisitions - 432.5
Expected retum 172.1 152.6
Actuarial gain 70.1 7.8
Change inreimbursement rights (2.5) 36.1
Employer contributions 84.3 82.5
Employee contributions 7.3 7.1
Benefits paid (128.5) (118.1)
Exchange differences - (0.4)
At 31March 2,782.7  2,579.9
Present value of benefit obligations
At 1 April 2,794.6  2,303.8
Acquisitions - 483.6
Service cost 44.5 46.0
Interest cost 145.7 135.6
Employee contributions 7.3 7.1
Actuarial (gain)/ loss 176.3 (63.3)
Benefits paid (128.5) (118.1)
Exchange differences - (0.1)
At 31March 3,039.9 2,794.6
Present value of unfunded obligations (0.1) -
IFRIC 14 adjustment (8.6) (10.4)
Net deficit at 31 March (265.9) (225.1)
Analysis of charge to Income Statement

2012 2011

£m £m
Currentservice cost (44.5) (46.0)
Interest on obligations (145.7) (135.6)
Expected retum on plan assets 172.1 152.6
Total included within operating profit (18.1) (29.0)

As at 31 March 2012 the key assumptions usedinvaluing pension liabilities were:

4.8% (31 March2011:5.6%)
2.7% (31 March2011:3.1%)
6.6% (31 March2011:7.2%)
86.7 (31 March 2011: 86.6)

Discountrate
Inflation rate

Expected retumon plan assets

Total life expectancy - future pensioners (years)
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12(a). Acquisition - currentyear

On 6 October 2011 the Group acquired a controllinginterest in Careers Enterprises (Futures) Limitedfora cost of £nil. Prior to this the
Group hadan investment inthe company and accounted for itas a joint venture. The netassets acquired were £nil after allowingfor
the negative value ofthe joint venture brought forwardanda provision of £3.7 million.

12(b). Acquisition—- prioryear

On 8July 2010 theacquisition of 100% ofthe share capital of VT Group plc was completed fora cash andshare consideration of
£1,471.3 million.On 27 September 2011 the acquisition of the assets and trading of Evergreen Unmanned Systems (Evergreen) in
the USA was completedfor a cash consideration of £8.9 million (US$14 million).

The goodwill arisingon the acquisition derives from the experience, knowledge andlocation of the workforce, themarket position of
the entitiesinvolved and expected synergies.

Details offinal assets acquired and thefinal goodwill are as follows:

VT Group plc Evergreen Total
£m £m £m
Cost of acquisition

Cash paid 665.7 8.9 674.6
129,034,886 sharesissued 805.6 - 805.6
Purchase consideration 1,471.3 8.9 1,480.2
Fair value of assets acquired (see below) 397.6 2.2 399.8
Goodwill 1,073.7 6.7 1,080.4

Net assets and liabilities arising from the acquisition are as follows:
VT Group plc Evergreen Total
Bookvalue of Final fairvalue Bookvalue of Finalfairvalue Bookvalue of Finalfairvalue
assets acquired acquired assetsacquired acquired assetsacquired acquired
£m £m £m £m £m £m
Goodwill 302.9 - - - 302.9 -
Intangible assets 13.3 8.3 - - 13.3 8.3
Acquiredintangibles* 115.9 464.9 - 4.5 115.9 469.4
Property, plant and equipment 74.6 59.6 0.9 0.9 75.5 60.5
Investmentin and loansto joint ventures and associates 16.0 59.3 - - 16.0 59.3
Retirement liabilities (84.8) (58.1) - - (84.8) (58.1)
Deferred tax (11.5) (84.3) - - (11.5) (84.3)
Income tax (1.8) (1.2) (1.8) (1.2)
Cash, cash equivalents and bank overdrafts 193.6 193.6 0.4 0.4 194.0 194.0
Bank loans (80.9) (81.5) - - (80.9) (81.5)
Finance leases (10.6) (10.6) - - (10.6) (10.6)
Inventory 14.7 14.3 - - 14.7 14.3
Currentassets 178.6 165.3 0.2 0.2 178.8 165.5
Currentandnon current liabilities (175.4)  (201.6) - - (175.4) (201.6)
Provisions (55.7) (126.8) (3.8) (3.8) (59.5) (130.6)
Non-controlling interest (2.9) (3.6) - - (2.9) (3.6)
Net assets acquired 486.0 397.6 (2.3) 2.2 483.7 399.8

* Acquiredintangibles are: customerrelationships, both contracted and non-contracted.
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Lastyear’sfinancial statements reported fair value adjustments for VT Group plc and Evergreen as provisional. The final fair value
adjustments reflectthe nature of longterm contracts, the estimation of which benefits from the effluxion oftime. The balance sheet
categories affected were provisions and theirrelated tax benefits:

Provisional Final
fair value fair value Movement
£m £m £m
Deferred tax (86.9) (84.3) 2.6
Provisions (120.6)  (130.6) (10.0)
Net assets acquired 407.2 399.8 (7.4)

13. Disposalsand held forsaleand Post Balance Sheet Event

Duringtheyearthe Groupdisposed of its holding in Babcock Eagleton Inc. At the yearend the Group was actively marketingits
holdingin VTServices Inc. (The US Defencebusiness) and has therefore transferredits assets and liabilities to held forsale. Subsequent
to theyear end conditional contracts were exchangedforthe sale of the US defence business at a price consistent with the
impairment. The comparatives of the income statement havebeen restated to reflectthis change.

In 2011 four smallsubsidiaries were disposed of.

2012 2011
Babcock Held for
Eagleton Inc. sale Total Total
£m £m £m £m
Goodwill 1.2 23.4 24.6 -
Intangible assets - 41.7 41.7 -
Property, plant and equipment 0.6 6.0 6.6 2.0
Cash, cash equivalents and bank overdrafts - - - 0.2
Bank loans - - - (1.8)
Taxation - (20.4) (20.4) (0.5)
Currentand non-current assets 34 31.7 35.1 0.2
Inventories - 0.2 0.2 -
Currentandnon-current liabilities (1.4) (21.2) (22.6) (0.5)
Provisions - (6.8) (6.8) (0.2)
Non-controlling interests - - - (0.1)
Net assets disposed [heldfor sale 3.8 54.6 58.4 (0.7)
Profit ondisposal of subsidiary 1.9 - 1.9 2.9
Net held forsale - (54.6) (54.6)
Net cashflow 5.7 - 5.7 2.2

14.Related partytransactions

Related partytransactionsintheyear are; sales to jointventures and associates of £278.1 million (2011: £236.7 million) and
purchasesfrom jointventures and associates of £58.5 million (201 1: £36.2 million). The year end receivables balance was £21.0
million (2011:£24.0 million)andthe payables balance was £2.4 million (201 1: £2.8 million). In addition, there were sales with
related parties by means of common directors of £10.0 million (201 1: £6.2 million) and purchases from related parties by means of
common directors of £0.3 million (201 1: £nil). The year end receivables balance was £1.8 million (2011: £2.1 million).

15. Financial information
Thefinancialinformation inthis preliminary reportdoes not constitute statutory accounts withinthe meaning of section 434 of the
CompaniesAct 2006.

Statutoryaccountsfor2011 have been deliveredto the Registrar of Companies and those for 2012 will be delivered following the
Company’sAnnual General Meeting.

The AnnualReport for theyearended 31 March 2012 and this preliminary statement were approved by the Boardon 14 May 2012.
The auditorshavereported onthe Annual Reportfortheyearended 31 March 2012 and 31 March 2011 and neither report was
qualified and neither contain a statementundersection 498(2) or (3) of the Companies Act 2006.
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Annual General Meeting 2012
This year'sAnnual General Meetingwill be heldon 5 July 2012. Details of the resolutions to be proposed at that meeting will be
includedin the Notice of Annual General Meetingthatwill be sent to shareholders at thebeginning of June 2012.

AtourAnnual General Meetingin 2007 our shareholders unanimously agreed to proposals to allow usto use electronic
communications with them as allowed forunderthe Companies Act 2006. For shareholderswho agreed, orwho are treated as
havingagreed, to receiveelectronic communications, the Company website is now themain way forthem toaccess shareholder
information. These shareholders will be senta ‘notice of availability’ notifying them whentheAnnual Report is available (which willbe
early in June) onthe Company website www.babcock.co.uk. Hard copies of the Annual Report will be distributed to those shareholders
who have requested or subsequently requestthem. Additional copies will be available from the Company’s registered office 33
Wigmore Street, London, W1U 1QX.
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Forward-looking statements

Certain statementsin thisannouncement areforward looking statements. Such statements may relate to Babcock’s business, strategy
and plans. Statementsthat are not historical facts, including statements aboutBabcock’s orits management’s beliefsand
expectations, are forward{ooking statements. Wordssuch as ‘believe’, ‘anticipate’, ‘estimates’, ‘expects’, ‘intends’, ‘aims’, ‘potential’,
‘will’, ‘would’, ‘could’, ‘considered’, ‘likely’, and variations of these words and similarfuture or conditional expressions are intended to
identify forward-looking statements but are not the exclusive means of doingso. By theirnature, forward-looking statementsinvolve a
number of risks, uncertainties or assumptions, someknown and some unknown, that could cause actual results or eventsto differ
materially from those expressed or implied by the forward-looking statements, many of which are beyond Babcock’s control. Please
see pages 13 which set out some ofthese risks and uncertainties. These risks, uncertainties or assumptions could adversely affect the
outcome andfinancial effects of the plans and events described herein. Forward-looking statements containedin thisannouncement
regarding past trends oractivities should not be taken as a representation thatsuch trends or activities will continue in the future. Nor
arethey indicative of future performance and Babcock’s actual results of operations and financial condition and the development of
theindustryand marketsin which Babcock operates may differ materially from those made in or suggested by the forward4{ooking
statements. Youshould not place undue relianceon forward-looking statements, which speak only as ofthe date of this
announcement becausesuch statements relate to events and depend on circumstances that may or may notoccurin the future.
Forward-lookingstatements reflect Babcock’s judgement at the date of thisannouncement and are not intendedto giveany
assurance asto future results. Except asrequired by law, Babcockis underno obligation to update (and willnot) or keep current the
forward-looking statements contained in thisannouncementor to comrect any inaccuracies which may become apparent insuch
forward-looking statements.

Directors’ responsibility statement

This fullyear results announcementcomplies with the Disclosure and Transparency Rules (DTR) of the United Kingdom's Financial
Services Authority. Thefullyear results announcementis the responsibility of,and has been approved by, the Directors of Babcock
International Group PLC.

Theresponsibility statement below has been preparedin connection with the Company's full Annual Report forthe year ended 31
March 2012. Certain partsthereof are notincludedin thisannouncement.

The Directors of Babcock International Group PLC confimn that to the best of theirknowledge

[] thefinancial statements preparedin accordance with IFRS asadopted by the European Union, give a true andfair view of the assets,
liabilities, financial position and profit of the Company andthe undertakings included in the consolidation taken as a whole, and

[] the Operating and Financial Review includes a fair review of the development and performance ofthe business and the position of
the Company andthe undertakingsincluded intheconsolidation taken as a whole, togetherwith a description of the principal risks
and uncertainties theyface.

On behalfofthe Board

PeterRogers
Group Chief Executive

14 May 2012

W Tame
Group Finance Director

14 May 2012
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