Recommended acquisition of
Avincis Mission Critical Services
March 2014

Information notice
This presentation has been prepared by Babcock International Group PLC (the "Company") for information purposes only in relation to a potential secondary offering of equity securities in the capital of the
Company (the "Transaction"). By attending the meeting where this presentation is made, or by reading the presentation slides, you agree to be bound by the following conditions.
This presentation does not constitute or form part of any offer or invitation to sell or issue, any offer or inducement or invitation or commitment to purchase or subscribe for, or any solicitation of any offer to
purchase or subscribe for, any securities in the Company or any other entity nor shall it or any part of it nor the fact of its distribution form the basis of, or be relied on in connection with, any contract or
investment decision in relation thereto. This presentation, any presentation made in connection herewith and any accompanying materials are preliminary and are made available for information purposes
only and do not, and are not intended to, constitute a recommendation regarding securities of the Company. The information contained herein is for discussion purposes only and does not purport to contain
all information that may be required to evaluate the Company and/or its financial position. This document is not intended to provide, and should not be relied upon for, accounting, legal or tax advice nor
does it constitute a recommendation regarding the Transaction. Accordingly, by attending any presentation in which this document is made available or by receiving this document through any other means,
you represent that you are able to receive this document without contravention of any legal or regulatory restrictions applicable to you. This document is given in conjunction with an oral presentation and
should not be taken out of context.
J.P. Morgan Securities plc ("JPMC") and Jefferies International Limited ("Jefferies"), each of which is authorised in the United Kingdom by the Prudential Regulation Authority and regulated by the Financial
Conduct Authority and the Prudential Regulation Authority, are each acting exclusively for the Company and for no-one else in connection with the Transaction and will not regard any other person (whether
or not a recipient of this presentation) as a client in relation to the Transaction and will not be responsible to any other person for providing the protections afforded to their respective clients, or for advising
any such person on the contents of this presentation or in connection with any transaction referred to in this presentation. The contents of this presentation have not been verified by JPMC, Jefferies or any
of their respective affiliates (together, the "Banks").
This presentation is an advertisement and is not a prospectus for the purposes of the Prospectus Rules of the Financial Conduct Authority (the "FCA") and this presentation has not been approved by the
FCA. Investors should not acquire any securities of the Company in connection with the Proposed Transaction except on the basis of information in a prospectus published by the Company in connection
with the Transaction (the "Prospectus"). A Prospectus may or may not be published by the Company in relation to the proposed Transaction. If published, the Prospectus will include a description of risk
factors in relation to an investment in the Company.
No final decision has been made to proceed with the Transaction. Such a decision will be taken only after assessing market feedback and prevailing market conditions. No orders are being taken at this
time. Orders may only be placed and will only be accepted during a formal offering period and only after the Prospectus has been made available. If a decision is made to proceed with the Transaction, the
offer to acquire securities pursuant to the Transaction will be made, and you should make your investment, solely on the basis of information that will be contained in the Prospectus. When made generally
available, copies of the Prospectus may, subject to any applicable law, be obtained from the registered office of the Company. The Prospectus will supersede all information provided to you before the date
of the Prospectus, and your investment decision, if any, must be made only on the basis of the information contained therein. You should conduct your own independent analysis of the data referred to
herein and you are advised to seek expert advice before making any investment decision. No reliance may be placed for any purposes whatsoever on the information contained in this presentation or on its
completeness. Details included in this presentation are subject to updating, revision, further verification and amendment. Neither the Company nor the Banks are under any obligation to update or keep
current the information contained in this presentation. No representation or warranty, express or implied, is given by or on behalf of the Company or the Banks or their respective subsidiary undertakings,
affiliates, respective agents or advisers or any of such persons’ affiliates, directors, officers or employees or any other person as to the fairness, accuracy, completeness or verification of the information or
the opinions contained in this presentation and no liability is accepted for any such information or opinions. Each of the Company and the Banks or any such persons' directors, officers, employees or
affiliates or any other person disclaim all and any responsibility and liability whatsoever, whether arising in tort, contract or otherwise, for any errors, omissions or inaccuracies in such information or opinions
or for any loss, cost or damage suffered or incurred howsoever arising, directly or indirectly, from any use of this presentation or its contents or otherwise in connection with this presentation. Persons
receiving this document will make all trading and investment decisions in reliance on their own judgement and not in reliance on the Banks. No statement in this presentation is intended to be nor may be
construed as a profit forecast. Neither of the Banks is providing any such persons with advice on the suitability of the matters set out in this presentation or otherwise providing them with any investment
advice or personal recommendations. Any presentations, research or other information communicated or otherwise made available in this presentation is incidental to the provision of services by the Banks
to the Company and is not based on individual circumstances.
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Information notice continued
This presentation and its contents are confidential and may not be reproduced, redistributed, published or passed on, directly or indirectly, to any other person or published, in whole or in part, for any
purpose. Failure to comply with these restrictions may constitute a violation of applicable securities laws. Certain information contained in this document is non-public, proprietary and highly confidential
information. Accordingly, by accepting and using this document, you will be deemed to agree not to disclose any information contained herein except as may be required by law. In addition, certain
information contained in this document has been obtained from published and non-published sources prepared by other parties, which in certain cases have not been updated to the date hereof. While such
information is believed to be reliable for the purpose used in this document, neither the Company nor the Banks assume any responsibility for the accuracy or completeness of such information and such
information has not been independently verified by the Company or the Banks. Except where otherwise indicated herein, the information provided in this document is based on matters as they exist as of
the date of preparation and not as of any future date, and will not be updated or otherwise revised to reflect information that subsequently becomes available, or circumstances existing or changes occurring
after the date hereof.
Certain information contained herein constitutes “forward-looking statements” , which can be identified by the use of terms such as “may”, “will”, “should”, “expect”, “anticipate”, “project”, “estimate”, “intend”,
“continue,” “target” or “believe” (or the negatives thereof) or other variations thereon or comparable terminology. Due to various risks and uncertainties, actual events or results or actual performance of the
Company and/or Avincis may differ materially from those reflected or contemplated in such forward-looking statements. As a result, you should not rely on such forward-looking statements in making your
investment decision. No representation or warranty is made as to the achievement or reasonableness of and no reliance should be placed on such forward-looking statements.
This presentation does not constitute an offer of securities for sale and is not for transmission to, publication or distribution or release in the United States of America (including its territories and
possessions, any state of the United States of America and the District of Columbia) (the "United States") (save that the presentation may be made available to certain "qualified institutional buyers" as
defined in Rule 144A under the US Securities Act of 1933, as amended (the "US Securities Act")), Canada, Australia, Hong Kong, China, Japan or the Republic of South Africa, or to any other country
where such distribution may lead to a breach of any law or regulatory requirement. Any securities offered by the Company have not been and will not be registered under the US Securities Act, or under any
applicable securities laws of any state or other jurisdiction of the United States. None of the securities of the Company may be offered, sold, taken up, resold, transferred or delivered, directly or indirectly,
into or within the United States unless registered under the Securities Act or pursuant to an exemption from, or in a transaction not subject to, such registration requirements and in accordance with any
applicable securities laws of any state or other jurisdiction in the United States. There will be no public offer of the securities of the Company in the United States.
This presentation is only addressed to and directed at (a) persons in member states of the European Economic Area ("Member States") who are "qualified investors" within the meaning of Article 2(1)(e) of
the Prospectus Directive (Directive 2003/71/EC as amended (including amendments by Directive 2010/73/EU to the extent implemented in the relevant Member State) ("Qualified Investors"); (b) within the
United Kingdom, persons who (i) have professional experience in matters relating to investments and who fall within the definition of "investment professionals" in Article 19(5) of the Financial Services and
Markets Act 2000 (Financial Promotion) Order 2005 (as amended) or are high net worth companies, unincorporated associations or partnerships or trustees of high value trusts as described in Article 49(2)
of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended) and investment personnel of any of the foregoing (each within the meaning of the Financial Services and
Markets Act 2000 (Financial Promotion) Order 2005) and (ii) are “qualified investors” as defined in section 86 of the Financial Services and Markets Act 2000, as amended; and (c) otherwise, to persons to
whom it may otherwise lawfully be communicated (all such persons together being referred to as “Relevant Persons”). This document must not be acted on or relied on (i) in the United Kingdom, by persons
who are not Relevant Persons, and (ii) in any Member State other than the United Kingdom, by persons who are not Qualified Investors. No other person should act or rely on this document and persons
distributing this document must satisfy themselves that it is lawful to do so. By accepting this document you represent, warrant and agree that you are a Relevant Person.
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Overview and strategic
rationale
Peter Rogers – CEO

Acquisition overview
Proposed acquisition of Avincis – a leading international provider of specialist helicopter
and fixed wing services for mission-critical operations
• 2013 Total Revenue of £487 million, Adjusted EBITDA1 of £113 million and an order book of
£1.9 billion as at 31 December 2013
Aligned with Babcock’s strategic objectives
Consideration of £920 million (€1,100 million) for 100% of the equity of Avincis
• Babcock to assume the Avincis net debt of £705 million
Acquisition funded through a fully underwritten rights issue of £1,100 million
• 5 New Ordinary Shares for each 13 Existing Ordinary Shares at 790 pence each
Value creating – expected to be earnings accretive in first full financial year following
acquisition
• return on investment above current cost of capital from second full financial year following
acquisition
Acquisition multiple of 14x 2013 Adjusted EBITDA2
€ values converted at exchange rate of 0.8365 €/£ at 25 March 2014
1 Adjusted EBITDA represents the Axeman Group’s loss for the year adjusted to exclude the effects of (loss)/profit for the year from discontinued operations
attributable to owners of the parent, income tax credit, other gains and losses, finance income, finance costs, share of results of joint ventures and associates,
exceptional items and amortisation of acquired intangibles, plus share of operating profit of joint ventures and associates, and after excluding loss on disposal
of non-current assets, depreciation of property, plant and equipment and amortisation of non-acquisition intangible assets, impairments on noncurrent assets,
and share of depreciation of property, plant and equipment and amortisation of non-acquisition intangible assets of joint ventures and associates
2 Pro forma for acquisition of Scandinavian AirAmbulance (year ended 30 April 2013 converted at 0.0943 SEK/£ as of 25 March 2014)
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Avincis – a Babcock business
An excellent fit with existing strategy and a strong platform for growth
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Babcock

Avincis

Leading market positions

Market leader in Helicopter and Fixed Wing Emergency Services in
Europe
No 3 in Offshore Oil and Gas in UK

Preferred customer
characteristics

Blue-chip companies, central and local governments
Operating in highly regulated environments

Customer focused, long-term
relationships

Work closely with customers through availability based contracts,
typically 4-7 years in length with customer option to extend

Integrated engineering and
technical expertise

Delivery of bespoke, critical services, generally technically complex.
OEM approved service centres, EASA approved for design and
manufacture of aircraft modifications

Balancing risk and reward

Risk balanced through fixed and variable revenue
Fixed revenue typically c70%

Strong health and safety focus

Part of an inherently hazardous industry. Due diligence validated strong
health and safety focus and culture

Recommended acquisition of Avincis March 2014

www.babcockinternational.com

Strong platform for growth
Successful business with an experienced
management team
Avincis business well positioned for growth
• in existing markets
• in existing geographies
• in new geographies
Babcock’s scale, capabilities and balance sheet
accelerate Avincis’s existing growth plans
Avincis supports Babcock’s growth into new
markets
Enlarged Group will benefit from wider customer
base and geographic presence
Excellent revenue visibility
• order book of £1.9 billion at 31 December 2013

€ values converted at exchange rate of 0.8365 €/£ at 25 March 2014
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Enhances geographic and customer
coverage
Babcock

Avincis

Revenue by geography

UK

Revenue by customer

Babcock**

Babcock**

South Africa

UK MoD

16%

UK

Canada

RoW

38%
55%

Australia

Avincis**

Middle East

6%

Spain

Avincis**

30%

Civil

3%

UK

Italy
France

7%

84%

Brazil

International
defence
Civil

Other Europe

International
defence

RoW

64%

97%

Portugal

Pro forma**

Pro forma**

Norway
15%
Ireland

9%

Other Europe

Sweden*
Finland*

* on completion of acquisition of Scandinavian
AirAmbulance
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UK MoD

UK

76%

46%

48%

RoW

6%

International
defence
Civil

** Based on Babcock data at 31.3.13 Avincis data at 31.12.13
no adjustment has been made to reflect periods since these dates
€ values converted at exchange rate of 0.8365 €/£ at 25 March 2014

www.babcockinternational.com

Critical engineering skills
A leading international provider of specialist helicopter and fixed wing services for missioncritical operations
Avincis delivers mission-critical services and complex engineering support
• with a network of OEM-approved Service Centres carrying out maintenance, repair and overhaul
of airframes and aircraft components
• holds European Aviation Safety Agency approvals for design and manufacture of modifications of
its own aircraft and those operated on behalf of customers eg
• optimising helicopters for alternative usage
• designing equipment for fire-fighting and rescue helicopters
• designing and installing upgrades in military helicopters
Over 2,800 employees – including highly skilled pilots and
engineers
• over 1,000 technicians and engineering staff
Modern fleet of 343 aircraft – insured value of £1.5 billion*
• 300 rotor wing, 43 fixed wing
• 129 owned, 103 rented, 51 customer owned, 60 finance
leased
* as at 31 December 2013
€ values converted at exchange rate of 0.8365 €/£ at 25 March 2014
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Delivering complex services
Avincis operates in a highly regulated environment –
country specific requirements
• Aircraft Operator’s Certificate and maintenance permits
• comprehensive safety management systems and
processes
• skilled and experienced workforce
Long-standing relationships and reputation are valued
• reliability, quality of service, knowledge and experience
are vital to establishing long-term customer relationships
• contracts typically 4-7 years with customer option to
extend
• significant operational and cost risk for customers when
changing supplier
Scale creates opportunities
• procurement – supply chain management
• financing – flexibility

10

Recommended acquisition of Avincis March 2014

www.babcockinternational.com

Broad spread of customers
Helicopter and Fixed Wing Emergency Services
Energy Support
Services

• Centre Hospitalier

• U.L.S.S.
• Azienda
Ospedaliera
• Sicily

Illustrative customer list
Note: Helicopter and Fixed Wing Emergency Services constitutes Life and Rescue services and Safety and Environmental services
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Helicopter and Fixed Wing Emergency
Services
Helicopter and Fixed Wing Emergency Services
Service

Customers

Typical contracts

Helicopter Emergency Services – medical
Search and Rescue (SAR)
Fire Fighting
Civil protection – police, disaster response
Maintenance, repair and overhaul

2013 revenue

24%

National and local governments
Public bodies

Availability based
4-7 years plus customer option to extend
Typically 75% fixed revenue

Geographies

Australia
France
Italy
Portugal

Market drivers /
customer
requirements

Public demand for improved services
Requirement to travel longer distances
Austerity driving change
Availability, reliability and safety key considerations
Increased capabilities – technologies/equipment

76%

Helicopter and Fixed Wing Emergency Services
Energy Support Services

Spain
UK
Sweden*
Finland*

*on completion of acquisition of Scandinavian AirAmbulance
Note: Helicopter and Fixed Wing Emergency Services constitutes Life and Rescue services and Safety and Environmental services
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Energy Support Services
Energy Support Services
Service

2013 revenue

Crew change
Search and Rescue (SAR)

24%
Customers

Blue-chip oil and gas companies

76%
Typical contracts

Regular service provision
4-7 years plus customer option to extend
Typically 60% fixed revenue

Geographies

Australia
Italy
Norway

Market drivers /
customer
requirements

Safety and reliability
Flexibility
Regulations
Broad mix of aircraft types

Helicopter and Fixed Wing Emergency Services
Energy Support Services

Spain
UK

Note: Helicopter and Fixed Wing Emergency Services constitutes Life and Rescue services and Safety and Environmental services
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Order book and pipeline
High revenue visibility
• average contract renewal rates of approximately 96% over the 3 years ended 31 December 2013
Order book c£1.9 billion at 31 December 2013
Over the past six months – 16 contract wins totalling c£275 million, including
• emergency medical services in France - a number of new regions including
‒ Burgundy
‒ Provence/Alpes/Cote d’Azur
‒ Centre/Normandy
• offshore services in Spain to Enagas ‘Gaviota’ platform 2 years
• offshore services in the North Sea to Nexen Petroleum 5 years
Large pipeline supports growth
Total pipeline (bidding and tracking) of c£5.9 billion at March 2014
Examples of forthcoming opportunities
• emergency medical services in Australia – 7 years
• oil and gas for ENI in Cyprus – initially 2 years
• offshore services in Australia 1 year – new customer
• MRO opportunities in UK and France – 3 and 5 years
€ values converted at exchange rate of 0.8365 €/£ at 25 March 2014
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Significant growth potential
Avincis well positioned for growth through
• further outsourcing eg SAR, civil protection and MRO
• market share growth, eg oil and gas North Sea and Australia
• underlying market growth eg oil and gas Australia
Opportunities to expand existing Avincis operations into new geographies
• leveraging existing presence in Australia to grow in SE Asia
• leveraging Babcock presence in South Africa to grow already identified opportunities East Africa
Build on Babcock’s defence expertise to enter new defence markets
• expected to be well positioned for outsourcing of military helicopter MRO in UK and Europe
• expected to be well placed to develop European defence outsourcing more widely
Opportunities for Babcock to enter new markets building on Avincis’s customer base
• European emergency services customers
‒ asset management and equipment support, training and infrastructure services
• oil and gas customers
‒ logistical support, engineering support, sea survival training, health and safety training
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A compelling combination
Avincis is a successful business
• senior management team are expected to remain in place
Avincis is a Babcock business – a business model we know and understand
Avincis is well positioned for growth
Babcock’s financial strength, capabilities and scale
• support and enhance Avincis’s current market position
• accelerate its existing growth plans
• create new growth opportunities for both businesses

16

Recommended acquisition of Avincis March 2014

www.babcockinternational.com

Financials and transaction
structure
Bill Tame – Group Finance Director

Avincis financial highlights
Growing revenues – EBITDA margins over 20%
• 2013 impacted by EC225 issues in 2012, c£12 million revenue
• significant contract mobilisation costs 2013

600

400

200

431

480

487

2011

2012

2013

0

Recent acquisition of Scandinavian AirAmbulance
• Provides emergency medical services in Sweden and Finland
from 12 permanent bases
• £41 million* revenue and £10 million EBITDA* in 2013

Adjusted EBITDA
150

10

100
£m

Value creating transaction
• expected to be earnings accretive in first full financial year
following acquisition
• expected to achieve return on invested capital above current
cost of capital in second full financial year following acquisition

41

£m

Expected to achieve double digit revenue growth in 2014
and 2015
• full year effect of contracts started part way through 2013
• in-year effect of new contracts won but not yet started

Total Revenue

50

115

118

113

2011

2012

2013

0
Scandinavian AirAmbulance*

€ values converted at exchange rate of 0.8365 €/£ at 25 March 2014
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High revenue visibility
Order book of c£1.9 billion at 31 December 2013

Order book growth
1.9

2.0

2013 order intake increased by over 40% on 2012

1.5

85% of 2014 revenue in the order book or at preferred bidder
stage
• 56% visibility for 2015
Order book by sector

Order book by geography

1.3
1.1

£ bn

Recent contract wins provide assured revenue growth for
2014 and 2015

1.0
0.5
0.0
2011

2012

2013

Order book by contract value

UK

31%

> £100m

Helicopter and
Fixed Wing
Emergency
Services

8%2%
12%
33%

Energy Support
Services

22%

Spain
Italy
France

69%

23%

Australia

£100-£50m

20%
35%

£50-£25m
£25-£10m

17%
14% 14%

< £10m

Portugal
€ values converted at exchange rate of 0.8365 €/£ at 25 March 2014
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Large pipeline supports growth
Total pipeline (bidding and tracking) of c£5.9 billion at March 2014

Currently bidding on contracts valued at c£0.6 billion

Significantly shorter bidding timetables than traditional Babcock model

Total pipeline by sector

Total pipeline by geography

Total pipeline by contract value

UK

54%

46%

Helicopter and
Fixed Wing
Emergency
Services

6%
6%
6%
7%

Energy Support
Services

17%

> £100m

Australia
33%

Norway

Spain

£100 - £50m

15%
43%

Italy
France

25%

9%

£50m - £25m
£25m - £10m

15%
18%

< £10m

Other
€ values converted at exchange rate of 0.8365 €/£ at 25 March 2014
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Enlarged Group net debt
Pro forma net debt/EBITDA expected to be
c2.5x* at 31 March 2014
• target to reduce to c2.3x by 31 March 2015*
• below previous acquisition spike levels
‒ VT Group plc July 2010 = c2.9x
Refinancing of Avincis debt
• potential interest cost reduction of up to
£35 million per year
Retaining sufficient headroom for future
opportunities including
• Defence Support Group
• bolt-on acquisitions to support geographic
expansion in both Babcock and Avincis
businesses

Net debt/EBITDA
3

2.5

2

1.5

1

0.5

0
FY 10

H1 11

FY11

FY12

FY13

H1 14

On acq

* This paragraph is not a profit forecast and shall not be interpreted to mean
that the future earnings per share of Babcock will necessarily match or
exceed the historical earnings per share of Babcock
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Transaction and financial highlights
Fully underwritten rights issue
• to raise gross proceeds of c£1.1 billion
(c22% of market capitalisation)
• 34.5% discount to theoretical ex-rights price

Sources

Refinancing of Avincis debt
• bridge facility of c£900 million to refinance
Avincis debt
• longer term refinancing through debt capital
markets
• interest cost reduction potential of up to
£35 million per year

Term loan
(Bridge)

Prudent financial structure
• pro forma leverage expected to be c2.5x
EBITDA at 31 March 20142
Acquisition subject to approval by Babcock
shareholders and regulatory clearances in
Spain and Portugal
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Rights Issue

Total

£m
1,100

900

2,000

Uses

£m

Purchase price

920

Refinance
Avincis debt1

705

Fees

45

Cash

330

Total

2,000

€ values converted at exchange rate of 0.8365 €/£ at 25 March 2014
1 Should the Babcock Board consider it necessary or desirable to do so
2 This paragraph is not a profit forecast and shall not be interpreted to mean
that the future earnings per share of Babcock will necessarily match or
exceed the historical earnings per share of Babcock
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Expected timetable and rights issue
Key expected dates

Rights issue

27 March 2014: Announcement of acquisition
and rights issue

5 for 13 rights issue at a price of 790 pence
per share

16 April 2014: General meeting

Gross proceeds of £1,100 million

17 April 2014: Admission and
commencement of dealing in new shares (nil
paid)

Discount to TERP: 34.5%

6 May 2014: Last date for acceptances

Rights Issue to be fully underwritten by
J.P. Morgan Cazenove, Jefferies, Barclays
and HSBC

7 May 2014: Commencement of dealing in
new shares (fully paid)

Rights Issue will not be conditional on
completion of acquisition

May 2014: Completion of acquisition
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In summary
Clear strategic fit
Well positioned for growth
Medium term revenue synergy opportunity
High revenue visibility
Diversified customer base and geographic presence
Earnings accretive

Creates value for shareholders
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Questions?
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