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Transcript of the half year results fo r the six months ended 30 September 2023  
 rough, and then I'll 

finish with a bit of colour, not that David isn't colourful. And then we'll do Q&A.  
 
When we get to Q&A, although this is a small room, it's being webcast. So, if you could wait for a mic, so people can hear your inspiring 
questions and my and David's inspiring answers, that would be tremendous.  
 
So, what are the key messages that we want you to take away from today? So firstly, it's been a strong start to the year, not just in the 
headline numbers, but the underlying operational performance. That has led to the generation of free cash flow. We've always said we would 
only pay dividends from free cash, not from borrowings, so we can now reinstate the dividend with confidence.  
 
And as we go into the pack, that there is a growing opportunity set, particularly outside the UK as well as in the UK, which gives us confidence 
in our medium-term targets, all of which leaves our FY24 expectations unchanged but with growing confidence. 
 
So, with that, David will now do the numbers. 
 

David Mellors 
Chief Financial Officer 
Thank you, David. Good morning, everyone. So, these are the four main messages from me this morning: We've had a strong H1, albeit with 
some favourable timing effects, and we're on track for FY24 expectations. Cash conversion is improved on prior periods. The balance sheet 
is stronger again, and we've reinstated the dividend.  
 
The headline financials for H1 are set out here. The key points are: Organic revenue growth was 18%, with growth in three of the four sectors, 
but of particular note is the infrastructure revenue growth in Nuclear. Underlying operating profit was up to £154 million, par ticularly due 
to the three licenses sold on the Polish frigate programme, which also boosted margins and EPS for the half year.  
 
Cash flow was better than last year, which was when we completed the unwind of the historic balance sheet window dressing. So operating 
cash conversion is 82%. And the higher profits and better cash conversion delivered an improved free cash flow of £67 million, which helped 
us to reduce debt to £288 million and gearing to 1.1x. And all of this gave us the confidence to reinstate the dividend at the half year, and 
the declared dividend is 1.7p.  
 
So, to Group revenue before we go into the sectors. You can see here the effects of disposals and foreign exchange translation on the 
reported revenues and the resulting organic revenue growth for the Group of 18%. As we'll come to later, over £100 million or o ne third of 
that organic growth is due to the ramp-up of infrastructure revenue in Nuclear.  
 
On the Group profit summary, again, we've separated out the effects of disposals and foreign exchange translation. And whils

sales, the increases in Type 31 revenues and the completion of QEC support work. Conversely, the Liquid Gas business did go backwards 
from a revenue point of view despite strong order flow as a result of project start-up timing.  
 
In the period, there was approximately £140 million of low or zero  margin programme revenue, of which Type 31 is the largest part. And 
on the profit side, the above factors and most particularly the one-off license sales boosted margins to 8.4% in the half.  
 
The main points to note on Nuclear are that the 27% organic revenue growth is driven mainly by the doubling of infrastructure project 
revenue in Devonport in the period. We delivered £218 million of in frastructure revenue, and the second half could have a similar amount.  
 
So, the resulting FY24 infrastructure revenue could be £400 million to £450 million. Whilst it's t oo early to be precise, we're currently 
expecting FY25 infrastructure revenues to be lower than FY24, maybe by 20% as certain work packages complete.  
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Other revenue also grew in Nuclear in the half in both submarine support work and in civil nuclear. And these revenue increases
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largely a degree to what we said about cash flow management. If you look at the individual components, it's not about inventory is relatively 
flat. This is about your contract assets and your contract liabilities, and that goes back to what David said about setting up contracts with the 
right milestones and then delivering the milestones so that you get the cash flow in. 
 
David Perry JPMorgan  
It's David Perry at JPMorgan. I've got a few as well. So, David L, your slide on all the strategic initiatives to drive future growth, there’s a lot 
there, Saab, HII, Poland, etc. What's the sort of lead time on those projects when we see them coming through to sales? That's the first 
question. The second one, I don't think you've said anything this morning... 
 
David Lockwood  
Can we do one at a time? 
 
David Perry JPMorgan  
* Th 2 0 5tre, sure. 
 
David Lockwood  
Because you'll remember questions more than I will. So lead times vary a lot. I mean if you look at the lead time for AUKUS support, for the 
SSN AUKUS boat rather than the planning for it, we're talking decades, if you look at some equipment support in France, for example, the 
lead time from bid to order win to commencing work is less than 18 months. So, I think there's a big spectrum amongst them. I mean, 
typically, incremental work is 12 to 24 months and strategic work is in the years, I think, is big handfuls. 
 
David Perry JPMorgan  
Just specifically on Saab and Poland. 
 
David Lockwood  
So, Poland, so we've done the licenses. In fact, the Poles announced that the intention was to have a collaborative arrangement in Poland to 
deliver their ships. The partner is a state-owned shipyard, part of the PGZ Group. And therefore, clearly, the change of government means 
we will need different  political approval.  
 
We've heard nothing to suggest they don't want to proceed, and neither was the UK Government, but we still got to finish that. I would 
guess that's early, that's before the end of this financial year, but it's a bit of a guess because its politics thrown in. And exactly how we 
recognise that will depend on what structure we come up with, which is what David is working on.  
 
And in terms of Saab, I think the design work was, again, at a lowish level, will start in this financial year, but not enough to move the dial. 
And build work will be end-user dependent, which again, is a political decision. 
 
David Perry JPMorgan  
But you do expect there is a ship behind this, is there? Or is it speculative? 
 
David Lockwood  
The Saab work is not speculative. No. 
 
David Perry JPMorgan  
So, what Swedish government is going to buy a ship, is that... 
 
David Lockwood  
I didn’t said it was a Swedish government. I said it wasn't speculative. 
 
David Perry JPMorgan  
Okay. I don't think you said much about the new submarine terms of trade with the UK government for the FMSP. Can you just update us? I 
want to talk to... 
 
David Lockwood  
David? 
 
David Mellors  
We talking about the DMP for the next boat that's come in? 
 
David Perry JPMorgan  
No, the long-term. 
 
David Lockwood  
The long-term strategic thing, so that is still under discussion. As you can imagine, for something of that scale by long term, clearly, we mean 
longer than FMSP. FMSP to more than a couple of years to negotiate. So, the long term it's going to take a while. So, we won't be able to 
discuss it until we're further through. 
 
David Perry JPMorgan  




