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Summary

High quality company
Stable margins
High barriers to entry
Low cyclicality

Multiples at historical lows
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Babcock complete maintenance work on HMS
Queen Elizabeth at Rosyth e
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Business description

= Aleading provider of engineering services for defense, emergency
services and civil nuclear markets in the UK and international

Core stengths:

= Technology and expertise
= Owned infrastructure and assets
= Successful operating model

= Significant barriers to entry
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Business mix

75% (85%) Focus markets
Defence, Emergency services, Civil Nuclear
25% (15%) Adjacent markets

Energy and marine, Rail and power, Oil and gas aviation, Airports
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Strategy

Defence

Emergency services

Civil nuclear Adjacent

Group revenue

%

52%

15%

10% 23%

Marine 21% Energy and Marine
Nuclear 22%
Rail and Power
Land 33% South Africa
Airports
Aviation 24%
Source: Babcock )
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Group order book, GBP 17bn
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Group pipeline, GBP 14bn
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International presence — Order book, GPB 17bn
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International presence — Pipeline, GPB 14bn
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A closer look at Babcock business

babcock
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Income statement

2015 2016 2017 2018 2019 2020 2021 2022
Continuing revenue mil GBP 3996 4158 4547 4659 4474 4840 4912 5083
Oper. profit from cont. oper. |mil GBP 352 352 359 370 196
Share of profit from JVs mil GBP 29 34 56 68 83
EBIT from cont. oper. mil GBP 381 387 416 439 280 448 458 479
Net interest mil GBP 68 57 54 48 45
Income tax mil GBP 46 39 46 53 35
Net profit mil GBP 266 291 315 337 199 365 367 377
EPS 52.9 57 61.8 66.6 39.8
adj. EPS 68.5 74.2 80.1 82.8 83.7 72.4 73.6 76.6
DPS 23.6 25.8 28.1 29.5 30 30 30 30
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Balance sheet

2019A 2022E
Cash and equivalents 275 295
Accounts receivable 908 893
Inventories 197 193
Other current assets 59 59
Current assets 1439 1440
PP&E 1014 955
Other non current assets 3725 4114
Total assets 6178 6509
Short term borrowings 54 54
Payables 1381 1339
Other short term liabilites 90 90
Current liabilities 1525 1483
Long term debt 1358 1083
Other long term liabilities 410 1001
Total Liabilities 3293 3567
Shareholders’ equity 2885 2942
Minority interest 17 17
Total Liabilities & equity 6178 6509
Net debt 1136 842
Net debt/EBITDA 1.6 1
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Valuation ratios

[ 555 | 2015 [ 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022
Adi.EPS | 685 | 742 [ 801 | 828 | 837 | 724 | 736 | 766
DPS 236 | 258 | 281 | 295 30 30 30 30
FCFS 64 49 52 53
PE 8.1 75 6.9 6.7 6.6

DY 43% | 46% | 51% | 53% | 54%

FCFY 11.5%
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Why is Babcock so cheap ?
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Disclaimer

This document expresses the opinion of the author as at the time it was written and is intended exclusively for promotional purposes. The investor should base his or her
investment decision on consideration of comprehensive information about the Fund.

Only a qualified investor pursuant to § 272 of Act No. 240/2013 Coll. may become a shareholder of the Fund. Persons who are not qualified investors pursuant to the
aforementioned provision of the Act shall not be allowed to invest.

The value of an investment may increase and decrease. Neither return of the amount originally invested nor increase in the value of such investment is guaranteed. The
Fund’s past performance is not a reliable indicator of future investment returns.

The information contained in this letter to shareholders may include statements that, to the extent they are not recitations of historical fact, constitute forward-looking
statements within the meaning of applicable securities legislation. Forward-looking statements may include financial and other projections, as well as statements regarding
our future plans, objectives or financial performance, or the estimates underlying any of the foregoing. Any such forward-looking statements are based on assumptions and
analyses made by the Fund based upon its experience and perception of historical trends, current conditions and expected future developments, as well as other factors we
believe are appropriate in the given circumstances. However, whether actual results and developments will conform to our expectations and predictions is subject to a
number of risks, assumptions and uncertainties. In evaluating forward-looking statements, readers should specifically consider the various factors which could cause actual
events or results to differ materially from those contained in such statements. Unless otherwise required by applicable securities laws, we do not intend, nor do we undertake
any obligation, to update or revise any forward-looking statements to reflect subsequent information, events, results or circumstances or otherwise.

Before subscribing, prospective investors are urged to seek independent professional advice as regards both Maltese and any foreign legislation applicable to the acquisition,
holding and repurchase of shares in the Fund as well as payments to the shareholders.

The shares of the Fund have not been and will not be registered under the United States Securities Act of 1933, as amended (the “1933 Act”) or under any state securities law.
The Fund is not a registered investment company under the United States Investment Company Act of 1940 (the “1940 Act”).

The Fund is registered with the Czech National Bank as a foreign alternative investment fund for offer only to qualified investors (not including European social
entrepreneurship funds and European venture capital funds) and managed by an alternative investment fund manager.

Investment returns for the individual investments are not audited, are stated in approximate amounts, and may include dividends and options.

© Copyright 2019 by Vitava Fund SICAV, plc a www.vltavafund.com — All rights reserved
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http://www.vltavafund.com/
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Vitava Fund SICAV, plc

TG Complex

Suite 2, Level 3,
Brewery Street
Mriehel BKR 3000
Malta

Contact

E-mail: investor@vltavafund.com

www.vltavafund.com

www.facebook.com/vltavafund
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