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Commenting on the results, Dave Shemmans,
Chief Executive Officer, said:
“Our growth strategy remains focused on the
strategic diversification of our business through
organic and acquisitive actions. We continue to
develop the technology and innovative solutions
that will help our clients meet the global challenges
of urbanisation, energy security and efficiency,
increasing environmental and emissions regulations
and rising demand for natural resources.
“We have traded in line with our expectations and
I am pleased to see the strong order intake resulting
in an increase of 31% compared to the first half of
the prior year. We have also seen a good spread of
orders across both our Technical Consulting and
Performance Products businesses. This provides
a good base as we head into our traditionally
more profitable second half of the year. I am also
particularly pleased with our cash performance
in the period, driven by a strong working capital
focus. We look forward to continued progress in the
second half of the year.”

Who we are
Ricardo is a global engineering, technical, environmental and strategic consultancy
business, which also manufactures and assembles niche, high-quality and
high-performance products.
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Our strategy
Our strategic mission is to be the world’s leading organisation for engineering, technical and environmental
consultancy within Transport & Security, Energy, and Scarce Resources & Waste.

Where we are
The dedicated and talented people in our global team of experts are based in key
locations around the world.

Offices

3,150+

people

Engineers

76

Technical Centres

nationalities

Consultants

50

sites

20

Scientists

countries

What we do
Technical Consulting

Automotive
Systems

Rail
Consulting

Environmental
Consulting

Strategic
Consulting

Independent
Assurance

We provide engineering, design and consulting services to customers across a range of market sectors.
We also provide independent assurance services to the rail industry.

Performance Products

Niche
Manufacturing

Software

We manufacture and assemble low-volume, high-quality, high-performance products including
transmissions, engines and complete vehicles. We also develop and sell licences for a portfolio of
innovative computer-aided engineering software products.
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Order intake at a glance
Order intake for the six months ended 31 December 2017 of

£238m split by:

Ricardo
plc plc
External
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Ricardo
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Ricardo
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Our operatingRicardo
segments
Our marketRicardo
sectors
Ricardo
plc
plcExternal
ExternalOrder
OrderIntake
Intakeby
byMarket
MarketSector
Secto
Ricardo
plc
plcExternal
ExternalOrder
OrderIntake
Intake
1. Technical Consulting

1. Automotive

18%

2. Performance Products

10%
5

2. Off-Highway &
Commercial Vehicles

2

4%
6

3. High-Performance
Vehicles & Motorsport
4. Rail
5. Energy & Environment
6. Defence

1 41%
20% 4

1
3
17%

82%

Ricardo plc External Order Intake by Geography

2
8%

Ricardo plc External Order Intake by Customer

Ricardo plc External Order Intake by Geography
Ricardo plc External Order Intake by Customer
Our geographies
Our customers
1. UK
2. Mainland Europe

1-10. Key customers

4% 1%
Ricardo
Ricardoplc
plcExternal
External
Order
OrderIntake
Intakeby
byGeography
Geography
11. Rest of the UK
7
9%
5

3. North America
4. China

6

1

27%

12. Rest of Europe
13. Rest of Asia

5. Japan

14. Rest of North America

6. Rest of Asia

15. Rest of the World

1%

7%
Ricardo
Ricardoplc
plcExternal
External
Order13%
Intake
Intakeby
byCustomer
Customer
15 Order
14

11%

1

13

2

6%
3 6%

7. Rest of the World

20% 4

12% 12

4 5%
5 5%

12%
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2
27%

11
14%

6
10 9
3% 4%

7

8
4%
4%

5%

Financial highlights
Order book

Order intake

Revenue

£302m

£238m

£182.6m

(30 June 2017: £248m)

(six months ended 31 December 2016: £181m)

(six months ended 31 December 2016: £167.0m)

+22%

+31%

+9%

Underlying(1) profit before tax

Underlying(1)(2) basic
earnings per share

Interim dividend

£16.3m

23.6p

5.75p

(six months ended 31 December 2016: £15.1m)

(six months ended 31 December 2016: 22.3p)

(six months ended 31 December 2016: 5.42p)

+8%

+6%

+6%

Statutory profit before tax

Statutory basic
earnings per share

Net debt

16.7p

£(31.5)m

(six months ended 31 December 2016: £12.1m)

(six months ended 31 December 2016: 17.7p)

(30 June 2017: £(37.9)m)

+3%

-6%

+17%

£12.5m

(1) Excludes specific adjusting items which have impacted reported profit before tax, comprised of amortisation of acquired intangible assets of £2.2m (HY 2016/17: £1.9m), acquisition-related expenditure of £0.5m (HY 2016/17:
£1.1m) and reorganisation costs of £1.1m (HY 2016/17: £Nil).
(2) In the current period, a non-recurring tax charge of £1.1m arising from the reduction in the US federal tax rate was also classified as a specific adjusting item, which has impacted reported profit after tax.
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Management review
GROUP RESULTS
The Group has delivered an underlying
operating result which is in line with the
Board’s expectations for the period. Total
Group revenues increased to £182.6m,
which was a 9% increase on the prior
period (HY 2016/17: £167.0m). Underlying
profit before tax, which excludes specific
adjusting items as set out in more detail in
Note 8 to the condensed interim financial
statements on page 30, increased by 8%
to £16.3m (HY 2016/17: £15.1m), with the
margin reducing slightly to 8.9% from 9.0%
in the prior period.
This growth in underlying profit before
tax includes an additional £0.3m from the
performance of Control Point Corporation
(‘CPC’), an acquisition completed
during the period. Using exchange
rates consistent with the prior period,
revenue and underlying profit before tax
would have been £182.9m and £16.6m
respectively, both of which represent
growth of 10% on the prior period.
Organic growth in revenues and
underlying profit before tax was 7%
and 6% respectively, which excludes
the performance of acquisitions. Using
exchange rates consistent with the prior
period, organic revenue and organic
underlying profit before tax would
have been £179.5m and £16.3m, which
represents growth on the prior period of
7% and 8%, respectively.
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Headline Group performance
Order book (£m)
Order intake (£m)
Revenue (£m)
Underlying(1) profit before tax (£m)
Statutory profit before tax (£m)
Underlying(1)(2) basic earnings per share (p)
Statutory basic earnings per share (p)
Net debt (£m)

HY 2017/18
302
238
182.6
16.3
12.5
23.6
16.7
(31.5)

HY 2016/17
244
181
167.0
15.1
12.1
22.3
17.7
(47.0)

(1) Excludes specific adjusting items which have impacted reported profit before tax, comprised of amortisation of acquired intangible
assets of £2.2m (HY 2016/17: £1.9m), acquisition-related expenditure of £0.5m (HY 2016/17: £1.1m) and reorganisation costs of £1.1m (HY
2016/17: £Nil).
(2) In the current period, a non-recurring tax charge of £1.1m arising from the reduction in the US federal tax rate was also classified as a
specific adjusting item, which has impacted reported profit after tax.

The period ended with another record
closing order book of £302m, which
increased by 24% on the prior period
(31 December 2016: £244m) and 22%
on the year-end (30 June 2017: £248m).
Organic growth on the year-end order
book was 20%, which excludes £4m of
orders secured through the acquisition of

CPC. Our order book comprises the value of
all unworked purchase orders received.
The closing order book comprises a
higher proportion of orders that are for
delivery beyond this financial year
(31 December 2017: 54%; 31 December
2016: 52%), providing the Group with
greater visibility over the medium-term.

Organic performance
HY 2017/18
Underlying
Less performance of acquisitions:
Control Point Corporation
Organic
Underlying growth
Organic growth
Organic growth (constant currency basis)

Revenue
£m
182.6

PBT
£m
16.3

(3.4)
179.2
9%
7%
7%

(0.3)
16.0
8%
6%
8%

OUR PROJECTS

A new water supply for West Cumbria
The water supply to West Cumbria currently relies on
water sources including abstraction from Ennerdale Water,
which is located in the UK’s Lake District National Park –
one of the country’s most sensitive and iconic landscapes.
Permission to continue using Ennerdale as a water source
ends in 2022 when the Environment Agency withdraws
the abstraction licence. As a result, certain customers in
West Cumbria will be at risk of water shortages.
To compensate for this, water company United Utilities
has proposed a £300 million capital investment scheme
linking West Cumbria to the rest of their regional water
network via a major new pipeline from Thirlmere to
West Cumbria. This scheme also comprises construction
of a new water treatment works, pumping stations and
underground service reservoirs.
Ricardo Energy & Environment supported United Utilities
in delivering a successful planning application for this
major new water supply infrastructure. Ricardo led the
ecology and water environment input, which included
extensive wildlife and river surveys, impact assessments,
mitigation design, and stakeholder engagement for
the Environmental Statement. Ultimately, the work was
significant in demonstrating the environmental case for
replacing the local abstraction of water, so reducing the
potential impact on a designated European site for nature
conservation, with a more distant, but less sensitive source.
The success of the scheme was recognised as ‘Highly
Commended’ at the 2017 Planning Awards in London.
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This, together with a good pipeline
of further opportunities, continues to
represent a diversified spread of orders
across market sectors, customers and
geographies.
Reported profit before tax for the
period increased by 3% to £12.5m
(HY 2016/17: £12.1m). The increase is due
to a £0.8m improvement in organic
performance, £0.3m of profit generated
from acquisitions in the period, a £0.6m
decrease in acquisition-related
expenditure and a £0.1m increase in
interest receivable. This movement is
partially offset by a £0.3m increase in the
amortisation charge on acquired
intangible assets and reorganisation costs
of £1.1m.

Revenue
Reported HY 2017/18
Less performance of acquisitions
Organic HY 2017/18
Underlying HY 2016/17
Underlying growth
Organic growth

Technical
Consulting
£m
142.0
(3.4)
138.6
133.6
6%
4%

Performance
Products
£m
40.6
40.6
33.4
22%
22%

Total
£m
182.6
(3.4)
179.2
167.0
9%
7%

Operating profit
Underlying HY 2017/18
Less performance of acquisitions
Organic HY 2017/18
Underlying HY 2016/17
Underlying growth
Organic growth

Technical
Consulting
£m
13.5
(0.3)
13.2
12.9
5%
2%

Performance
Products
£m
3.9
3.9
3.4
15%
15%

Total
£m
17.4
(0.3)
17.1
16.3
7%
5%

Segmental results
The segmental results for the Group’s
operating segments (above, right) are as
follows:

Technical Consulting results
Technical Consulting saw revenues
increase by 6% to £142.0m
(HY 2016/17: £133.6m) and underlying
operating profits increase by 5% to £13.5m
(HY 2016/17: £12.9m). The performance
of the acquired CPC business has been
included in the Technical Consulting
segment (see Note 12 to the condensed
interim financial statements on page
32). Underlying organic revenues
and operating profit, which exclude
performance from acquisitions as noted in
the table above, increased to £138.6m and
£13.2m, which represents growth on the
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prior period of 4% and 2%, respectively.
Our global business, operating across
the Automotive and Commercial Vehicles
sectors, delivered a record order intake
in the period, securing significant multiyear orders from a number of clients
across Europe, Japan and China. This has
extended the ageing of the order book,
which also contains a greater degree of
material content than in the prior period.
The improvement in the flow of orders in
the period has enabled a return to more
efficient levels of operation, leading to a
more profitable business.
The market in Detroit remains
challenging and this is reflected in the
order intake during the period. We are
implementing plans to reposition the
business and enhance our electrification

and autonomous vehicle service offering.
Although our US Automotive business
ended the period with another loss, the
level of losses incurred have reduced
compared to the prior period.
The Rail business saw strong order intake
across key geographies and significant
growth in the closing order book,
particularly in Asia. The business continues
to perform well.
Order intake for the Energy &
Environment business was in line with
the prior period. The closing order book
includes a number of multi-year orders for
UK Government programmes and reflects
a broad private sector and international
customer base.

OUR PROJECTS

New mass transit rail project in Taiwan
Ricardo has been appointed to provide Independent
Verification and Validation (‘IV&V’) services for the
construction of the new 27 kilometre ‘Green Line’ on
the Taoyuan MRT system. The new route, also known as
the Aerotropolis Line, will link Taoyuan City to Taiwan’s
international airport, as well as the major centres of Zhongli,
Bade and Dasi that form an urban corridor with a combined
population of almost 750,000 people.
Over the course of the next 11 years the Ricardo team
will closely follow the system’s development, providing

independent assessments of the system’s rolling stock,
signalling, track infrastructure, power supply, supervisory
control and data acquisition technology, stations and
maintenance depots. The team will also assess safety
standards throughout every aspect of the system’s
construction.
The appointment continues a long and successful history
for Ricardo in the Taiwanese rail sector. The Taipei based
team provided the independent verification and validation
work throughout the construction of the original highspeed network between 2000 and 2007, as well as its recent
extension. The team also performed the same role on the
Taipei – Taoyuan Airport rail link which opened this year.
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OUR PROJECTS

A new 48V hybrid platform for China’s JAC

Performance Products results

Ricardo has been collaborating on hybrid vehicle technology with
Anhui Jianghuai Automobile Group Co., Ltd. (‘JAC’) of China since 2014.
One of the first projects to be the focus of this collaboration was a 48V
production implementation of the Ricardo HyBoost concept. This was
the first production 48V hybrid product launched in China at the time.
Since then, Ricardo has continued to assist the Chinese automaker
on the development and application of the JAC ‘Platinum Powertrain’,
which comprises the China 6 compliant JAC 1.5L GDI engine and
48V belt starter generator. Ricardo supported JAC in the areas of
powertrain and vehicle development, as well as 48V hybrid control unit
development and calibration. Technology transfer was also an element
of the assistance provided by Ricardo, helping to upskill JAC’s in-house
Control & Electronics team such that they could progress further inhouse software development.

Performance Products had a strong first
half. Revenues increased on the prior period
by 22% to £40.6m (HY 2016/17: £33.4m)
and underlying operating profits increased
on the prior period by 15% to £3.9m
(HY 2016/17: £3.4m). The current period
performance was principally driven by
increased volumes of engines for McLaren,
particularly for the higher value 720S
engine, together with increased volumes
of transmissions for both Bugatti and
Porsche. These have been partially offset by
a reduction in sales to the Motorsport and
Defence sectors. The software business also
continues to perform well.
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MARKET AND STRATEGY UPDATE
We have won good levels of new business
across all sectors in the period. Ricardo’s
strategic focus on diversification and
the ongoing development of innovative
products and technologies, together
with the management of complex, largescale turnkey programmes, underpins
the growth of our Technical Consulting
business. Our Performance Products
business also continues to perform well.
In addition to the organic growth
generated by our existing activities, the
acquired CPC business is now being
integrated into our Ricardo Defense
Systems (‘RDS’) business. This acquisition
expands upon the Group’s vehicle
engineering capabilities in the Defence
sector and adds expertise in distributed
software-based systems and fleet
management technologies.
In this period we have also expanded
our Santa Clara Technical Centre and
opened a new electrification and vehicle
laboratory to support innovation in the
next generation of clean, electrified
and increasingly autonomous vehicles.
In addition, we have extended our
collaboration with Roke to develop robust
solutions for autonomous and connected
transport systems against cyber attacks.
Our strategy continues to be
underpinned by long-term trends –
population growth, urbanisation, energy
security and efficiency, rising demand
for natural resources and increasing
environmental and emission regulations.
These global and strategic changes
require new technologies, strategic

oversight, programme management and
certification – this is Ricardo’s heritage, and
through our future-focused technology
roadmapping, it is our business both today,
and tomorrow.
We continue to monitor the risk and
potential impact of the referendum vote for
the UK to leave the European Union and
the subsequent triggering of ‘Article 50’,
as disclosed on pages 39 and 40 of the
Group’s Annual Report & Accounts for the
year ended 30 June 2017. These risks are
mitigated by the strategy of broadening
the base of the business to reduce
exposure to any one specific customer,
territory or market sector, and is shown by
the spread of the Group’s order intake
across these categories.
Ricardo is well placed to assist major
international private and public sector
customers across sectors including
Automotive, Off-Highway & Commercial
Vehicles, High-Performance Vehicles &
Motorsport, Rail, Energy & Environment,
and Defence, and we continue to seek
opportunities to grow both organically and
through partnerships and acquisitions.
We believe that our overall strategy offers
risk mitigation through the avoidance of
cyclicality and the promotion of growth,
supported by investment in excellent
people through our apprenticeship
programmes, graduate recruitment,
and industry hires, together with our
investment in the right technologies and
the right assets.

Technical Consulting
Ricardo’s Technical Consulting businesses
provide innovation-focused services
in engineering, technical and strategic
consulting to the Automotive, Rail and
Environmental consulting markets, together
with independent safety assurance and
accreditation services to private and public
sector customers in the rail industry.
Our capabilities are based on the
application of intellectual property,
know-how and knowledge developed
through our investment in research and
development (‘R&D’) and our participation
in collaborative R&D programmes in
several industries and geographies. These
capabilities are complemented by a wide
range of design, test and development tools
and equipment.
Our staff includes specialists in:
electronics; software and control strategy;
mechanical and electrical design; test
and development; vehicle attribute
development; prototype build; programme
management; independent assurance;
signalling; critical system design and
development; cost estimation; atmospheric
pollutant modelling; environmental science;
and environmental economics.
We have a global infrastructure that helps
us to meet the needs of our customers.
Ricardo has 50 sites in 20 countries,
with technical centres in the US, the UK,
Netherlands, Germany, Italy, Czech Republic
and China, supported by offices where a local
presence is needed to service our customers.
Engineers from the technical centres are
deployed on projects across the globe using
common engineering processes.
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Our Energy & Environment consulting
services are delivered mainly from the UK
but the business is making increasing use
of Ricardo’s global network in support of
its growth objectives. Ricardo’s Rail and
Strategic Consulting businesses have
global teams operating from a number of
different locations.

Automotive
In the first half of the year we have seen
good levels of activity within Passenger Cars,
Motorcycles and High-Performance Vehicles
in China and across Europe, while activity in
the US has been focused on growth in clean
energy vehicle activities led by our technical
centre in Silicon Valley.
We have secured a range of programmes
in the electrified vehicle market across both
light- and heavy-duty applications and 24%
of the Group’s order intake in the period was
in connection with vehicle electrification
programmes. This compares to 17% of the
Group’s order intake for the year to 30 June
2017. The pipeline remains strong, especially
with the growth of new entrants seeking
Ricardo’s engineering expertise.
We continue to invest in advanced
combustion and other key technologies in
areas related to improving overall vehicle
efficiency, such as intelligent driveline and
electrification. Fuel economy, electrification
and CO2 reduction remain the top global
industry priorities and the future of mobility
solutions – connected and autonomous
vehicle technology, in particular, continues
to attract significant interest across all
geographies.
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Off-Highway & Commercial Vehicles
We have seen growth and secured a
number of large engine, transmission
and vehicle integration projects for both
medium- and heavy-duty vehicles. We
continue to see demand for Ricardo’s
capabilities in the Commercial Vehicles
sector across Asia, in particular. The
order book and pipeline is based around
a broad mix of opportunities with a
growing proportion of electrification
and autonomous vehicle development
programmes. In the US, greenhouse gas
and low nitrogen oxide (‘NOx’) standards
are driving interest in powertrain efficiency
as well as the latest requirement for inuse compliance testing in support of our
customers’ existing fleets.
We are seeing market interest in
the areas where we have focused on
developing our product offering, such
as ultra-low emissions, fuel economy
improvement, system optimisation,
platooning and hybridisation.
In the Off-Highway business, activity
remains at a relatively low level in Europe
following the recent implementation of
Stage IV emissions standards, while in
Asia the industry is showing renewed
growth, especially in the transmission and
driveline areas; here, Ricardo is securing an
increasing number of projects, including
large, multi-year programmes.
We see increasing demand for highspeed diesel generator sets and main
propulsion systems for marine vessels,
and for the conversion of engines for gas
or dual fuel operation. The majority of
our activities in this industry have been

based around failure analysis, investigations,
specialist design and development.

Rail
Our Rail business has continued the strong
performance of the previous year, with a
record order intake reported for the opening
months of the current period. Activity in
Europe remains buoyant, with operations
in the UK, Netherlands, Spain and Denmark
successfully securing new assignments.
The Asian market is proving particularly
strong, with a notable increase in demand
across the region for systems engineering
expertise including ‘reliability, availability,
maintainability and safety’ (‘RAMS’) analysis,
human factors engineering, and ensuring
electromagnetic compatibility. These are
areas in which our technical consultancy
offering has long-established capability.
This is perhaps best illustrated by the new
partnerships recently forged with Asia’s
major rolling stock OEMs, where Ricardo’s
expertise is being used to support the
introduction of their railway vehicles into
service in cities such as Chicago, Boston,
Tel Aviv and Melbourne.

Energy & Environment
Ricardo Energy & Environment is
underpinned by a variety of multiyear contracts for clients that include
governments, their agencies, the
infrastructure and utilities sector and major
corporate customers. Our value proposition
is based on our in-depth knowledge
of legislative challenges and future
technology developments in the energy and
environmental consulting sectors.

Defence
Our newly acquired CPC business,
now known as Ricardo Control Point, is
performing well. In the UK, we have grown
our marine defence business, both surface,
and sub-surface and in Europe and Asia
we have secured contracts to deliver new
engine and transmission designs for land
vehicles and we are pursuing other large
opportunities.

Performance Products

Ricardo was contracted by Canadian-based
electric vehicle designer and manufacturer Electra
Meccanica, to integrate Qualcomm Halo™ wireless
charging technology on its SOLO product.

The key focus for growth in our
environmental consulting business is
in providing additional support and
developing common services for our
infrastructure and utility sector clients.
Our international growth is underpinned
by our work to support the international
climate change process following the
Paris Conference of the Parties (‘COP’) at
COP 21 in 2015, and we had a significant
presence at COP 23 in Bonn. Our major
area of interest at COP this year has
been in climate finance; facilitating
private and public partnerships to
provide financial support for climate
change programmes.

Key themes for the business are: air
quality and emissions; climate change
and sustainability; energy networks and
smart grids; resource efficiency and waste
management; sustainable transport; water
resource management; and chemical risk.
Our energy engineering business retains
a focus on the development of large-scale
generator sets, but increasingly we are
seeing collaborations around ‘smart grids’,
energy economics and technologies as
part of the electrification agenda. Across
the renewables business, we continue to
pursue a range of opportunities in offshore
wind, community scale solutions and
energy storage applications.

We manufacture and assemble low-volume,
high-quality prototypes and niche volumes
of complex engine, transmission and
vehicle products which have either been
designed by the Technical Consulting side
of the business, by our motorsport products
design team within Performance Products,
or by our clients. To service and support
our customers, we utilise the same global
network of engineering centres as the
Technical Consulting business.
The Performance Products business
also encompasses the activities of Ricardo
Software, which develops leading-edge
powertrain and vehicle computer-aided
engineering (‘CAE’) software products
licenced to over 2,000 users globally in the
automotive, water and renewable energy
industries. Global development teams are
based throughout our network of technical
centres and we have a diverse portfolio of
opportunities covering the Automotive,
High-Performance Vehicles & Motorsport
and Defence sectors, together with
industrial applications, and as a result, the
Performance Products business is in a good
position to deliver future growth.
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OUR PEOPLE

Joanna Rowe
Principal Process Engineer – New Product Introduction
Ricardo Performance Products
The Process Engineering team of Ricardo Performance Products’ New Product
Introduction department works on varied and exciting projects. These range from
long-term investment in our own production units, to layout concepts for brand new
customer facilities. We work alongside design teams to ensure ‘design for assembly’,
and we develop facility and tooling solutions to fully support the assembly process.
Seeing a project through launch can be challenging, but handing over a robust
build process to the production team is one of the most rewarding parts of my job.
Ricardo’s focus on innovation means we keep abreast of the latest in manufacturing
technology and smart factory solutions – including the latest electrified powertrain
automotive products – as well as exploiting opportunities for our skills and
technologies in completely new market sectors.
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High-Performance Vehicles
& Motorsport
The production of engines for the McLaren
540C, 570GT, 570S and 720S continued
during the period in line with expectations,
having introduced the new engine variant
for the class-leading 720S in the previous
financial year. The production of Bugatti
transmissions likewise continues to meet
the terms of the supply agreement, while
work is well underway on the transmission
for the new Aston Martin Valkyrie.
Ricardo remains a key supplier to
the Motorsport sector, continuing to
manufacture for Formula 1 and the
Porsche Cup, whilst providing design
and development services, including
manufactured products to GT3, Le Mans,
World Rally Championships, R5 Rally and
specification Formula Series, such as
Japanese Super Formula 14, Indy Lights
and the Formula V8 3.5.

Defence
Ricardo continues to supply spare parts
to the UK Ministry of Defence (‘MOD’) to
support the Cougar and Weapons Mount
Installation Kit (‘WMIK’) vehicle fleets.
Ricardo Defense Systems and Lightweight
Innovations For Tomorrow (‘LIFT’), a
Manufacturing USA institute, fitted our
optimised anti-lock braking system
(‘ABS’) and electronic stability control
(‘ESC’) to 10 Michigan National Guard
vehicles to reduce fatal rollovers in High
Mobility Multipurpose Wheeled Vehicles
(‘HMMWVs’). The system is now available
for purchase by National Guard units
nationwide.

OUR PEOPLE
The Power of You was the motto of a
leadership event held at our Shoreham
Technical Centre in July 2017. One hundred
managers from all divisions and regions
came together to be inspired by themes
around leadership and the empowerment
of all our people to contribute, add value
and share ideas – not only to do the best for
our clients, but to also enhance their own
personal development.
True to this theme of empowerment,
Ricardo wants to provide every employee
with the opportunity to be their best and
play to their strengths every day at work.
With that goal in mind, we promote a
diverse and inclusive culture and endeavour
to offer the right career opportunities for all
– women and men, engineers and support
staff – and value a specialist contribution
as much as a management role. From the
beginning, we encourage our employees
to actively engage in their own career
development by stretching their wings,
broadening their horizons and experience,
and deepening their knowledge. In
addition to any formal training, this might
be through taking part in one of our various
internal strategic or improvement-oriented
projects, working on a customer project
at a different technical centre or on-site
at a client organisation, or by going on an
international assignment.
The promotion of women in engineering
continues to be a key driver for us. Around
the world, we continue to support activities
at schools and colleges which promote
interest at an early stage in Science,
Technology, Engineering and Mathematics

(‘STEM’) subjects. We also regularly
organise mentoring, work experience
and internship programmes for female
engineering students. When it comes to
recruitment and internal promotions, we
are progressively working towards ensuring
that a fair ratio of female participation
is achieved and we run educational
programmes to avoid any unconscious bias
in selection.
With our ambitious growth plans,
recruitment remains one of the key tasks of
Ricardo’s human resource agenda around
the globe. We continue to be viewed as an
employer of choice for top-level science
and engineering opportunities, together
with technical and non-technical graduate
and apprenticeship roles. Our recruitment
processes and employee value proposition
are constantly reviewed to make sure we
not only attract highly qualified engineers
and scientists, but that we also appeal to a
diverse range of possible candidates.
In the UK, the new apprenticeship
levy has reinforced our already strong
apprenticeship programme with the
implementation of some new schemes
and has kick-started new apprenticeship
programmes in Ricardo Energy &
Environment and Ricardo Rail.
Our strategy is to contribute to safety
and sustainability in mobility and energy
generation while protecting scarce
resources. Our people make this happen. A
little bit more, every day.
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OTHER FINANCIAL MATTERS
Acquisitions and acquisition-related
intangible assets
As set out in more detail in Note 12 to the
condensed interim financial statements
on page 32, the Group acquired the
entire issued share capital of Control Point
Corporation (‘CPC’) on 8 September 2017
for initial cash consideration of £6.3m
($8.3m) and contingent cash consideration
of £1.4m ($1.9m), based upon an initial
probability-weighted assessment of CPC
achieving certain financial performance
targets. The maximum cash outflow that
could be required to acquire CPC is £8.7m
($11.5m), including payments for the
retention of specific individuals which are
not included as consideration.
This investment added provisional
goodwill of £1.6m ($2.1m) to a new Ricardo
Defense Systems cash-generating unit.
In addition, acquisition-related intangible
assets of £2.9m ($3.8m) have been
provisionally identified, which have a net
book value at the period end of £2.6m
($3.6m).
A preliminary exercise to assess the fair
value of the identifiable net assets as a
result of this acquisition commenced
during the period and will be finalised
during the second half of the financial
year. In accordance with IFRS 3
‘Business Combinations’, management has
one year from the date of acquisition to
finalise this assessment.
As a result of the CPC acquisition
completed in the period, amortisation of
acquisition-related intangible assets has
increased to £2.2m (HY 2016/17: £1.9m).
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The Group also incurred acquisitionrelated expenditure of £0.5m
(HY 2016/17: £1.1m) during the period,
£0.3m of which was in respect of the CPC
acquisition. The acquisition-related
expenditure and amortisation of
acquisition-related intangible assets have
been charged to the Condensed
Consolidated Income Statement as
specific adjusting items. Further detail is
disclosed in Note 8 to the condensed
interim financial statements on page 30.
Also included within specific adjusting
items is £1.1m of reorganisation
costs (HY 2016/17: £Nil). These costs
have been incurred as part of the
Group’s fundamental restructuring
of its Automotive businesses across
Europe, China and North America, to
combine their operations into a single,
global Automotive business. Further
restructuring activities are planned in
order to complete the reorganisation of
the Group’s Automotive businesses.

Research and Development
The Group continues to invest in
Research and Development (‘R&D’), and
spent £4.0m (HY 2016/17: £4.0m) before
government grant income of £0.9m
(HY 2016/17: £0.9m). This includes costs
capitalised in accordance with IFRS of
£1.5m (HY 2016/17: £1.3m) in respect of
ongoing development expenditure on a
range of product developments around
the Group and reflects our sustained
focus on development activity within
Europe and the US.

Net finance costs
Finance income was £0.2m
(HY 2016/17: £0.1m) and finance costs were
£1.3m (HY 2016/17: £1.3m) for the period,
giving a net finance cost of £1.1m
(HY 2016/17: £1.2m). The increase in finance
income was due to higher levels of cash in
the Group as a result of a drive to improve
working capital during the period.

Taxation
The total tax charge for the period was
£3.6m (HY 2016/17: £2.7m) and the total
effective rate of tax was 28.8%
(HY 2016/17: 22.3%). The increase in the
reported rate includes the impact on existing
deferred tax assets in the US arising from
the substantively enacted reduction in the
US federal tax rate. This gave rise to a £1.1m
reduction in the carrying value of the asset
and has been charged to the Condensed
Consolidated Income Statement as a specific
adjusting item, as disclosed in Note 3.
The underlying effective tax rate was
22.7% (HY 2016/17: 21.9%), which has
increased on the prior period due to a
change in the mix of profits across the
territories in which the Group operates.
The Group had total deferred tax assets
of £12.9m (30 June 2017: £14.3m), which
includes deferred tax assets in Germany of
£2.4m (30 June 2017: £2.4m) and the US of
£4.6m (30 June 2017: £5.9m) which primarily
relate to the availability of historic losses and
R&D tax credits, respectively.

Earnings per share
Basic earnings per share decreased by 6%
to 16.7p (HY 2016/17: 17.7p). The Directors

consider that an underlying basic
earnings per share provides a more useful
indication of underlying performance
and trends over time. Underlying basic
earnings per share for the period increased
by 6% to 23.6p (HY 2016/17: 22.3p).
Basic earnings per share, with a
reconciliation to an underlying basic
earnings per share, which excludes the
net-of-tax impact of specific adjusting
items, is disclosed in Note 10 to the
condensed interim financial statements
on page 31.

Dividend
As set out in more detail in Note 11 to the
condensed interim financial statements
on page 32, the Board has declared a 6%
increase in the interim dividend to 5.75p
per share (HY 2016/17: 5.42p), reflecting
the Board’s confidence in the prospects of
the Group. The dividend will be paid on
6 April 2018 to shareholders on the register
at the close of business on 9 March 2018.

Capital investment
Cash expenditure on property, plant
and equipment was £3.2m
(HY 2016/17: £3.5m) as we continue to
invest in our business operations. This
expenditure included new and upgraded
test cell equipment and IT hardware,
together with the fit out of new office
locations in the UK.
We continue to review the
management and usage of our other
test facilities outside of the UK, in light of
changes in the market and our desire to
increase operational effectiveness.

OUR PEOPLE

Eric Chan
Global Technical Expert – Connected & Automated Vehicles
Ricardo Automotive EMEA
Ricardo is a great company to work for – the broad and deep expertise that
it brings to the most pressing of technical, environmental and strategic
challenges will shape the future of transportation.
Vehicle automation is one of the greatest disruptive technology-driven
trends affecting this industry. Connected and automated solutions hold
the prospect of improving the safety, convenience, efficiency, cost and
productivity of both passenger and freight transportation. They will also
bring changes to business models within the industry, and ownership models
within society. Bringing such innovations from concept to reality requires
complex solutions, such as machine-learning software, advanced sensors,
enhanced verification and validation techniques, big data processing and, of
course, extremely robust cyber security.
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The appearance of U.S. Department of Defense (‘DoD’) visual information does not imply or constitute DoD endorsement.

Net debt

OUR PROJECTS

Mobile fuel and energy management for the United States
Marine Corps
Now part of Ricardo Defense Systems, Ricardo Control Point is delivering
a contract awarded by the United States Marine Corps Systems Command
for the development of a portable and secure Mobile Fuel and Energy
Management System.
The goal of the project is to mature and demonstrate a low-cost, integrated
fuel and energy battlefield management tool. Ricardo is leveraging our
proven mobile data management framework to provide the U.S. Marine
Corps with portable and secure Mobile Fuel & Energy Management
capability. The system consists of a suite of collaborative products that will
provide the Marine Corps with end-to-end capability, able to collect fuel
information from ground, air and bulk storage assets while energy and
fuel data is collected from electrical power generators and consumers. This
tactical information can then be aggregated to provide improved situational
awareness of fuel and energy status.
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Closing net debt was £31.5m
(30 June 2017: £37.9m;
31 December 2016: £47.0m). The Group
had a reduction in net debt of £6.4m
(FY 2016/17: £3.5m increase; HY 2016/17:
£12.6m increase), after consideration paid
in respect of acquisitions, net of cash
acquired, of £5.7m (FY 2016/17: £1.9m;
HY 2016/17: £2.1m) and acquisition and
restructuring-related payments of £2.3m
(FY 2016/17: £4.4m; HY 2016/17: £1.6m).
The composition of net debt is defined in
Note 18 to the condensed interim financial
statements on page 35.
The reduction in net debt was due to
a renewed focus on the management
of working capital, which significantly
improved during the period despite
continued revenue growth. This has been
achieved through targeted programmes
across all our major businesses to enhance
working capital processes and commercial
terms with customers, including more
frequent invoicing milestones and
increased payments on account.
Going forward, we expect levels of
working capital to fluctuate, driven by both
the seasonality of our business and the
variation in agreed commercial terms with
an increasingly diverse customer base.

Banking facilities
At the end of the financial period, the
Group held total facilities of £91.1m
(30 June 2017: £91.1m), which included
committed facilities of £75.0m
(30 June 2017: £75.0m). Of the committed
facilities, a £35.0m facility is available until

September 2019 and £40.0m is
available until April 2020. In addition,
the Group has uncommitted facilities
including overdrafts of £16.1m
(30 June 2017: £16.1m), which mature
throughout this and the next financial year
and are renewable annually.
Committed facilities of £61.8m
(30 June 2017: £59.7m), net of direct issue
costs, were drawn primarily to fund
previous acquisitions. These are
denominated in Pounds Sterling and have
variable rates of interest dependent upon
the leverage of the Group, which range
from 1.6% to 2.6% above LIBOR and are
repayable in the year ending
30 June 2020.

Foreign exchange
On consolidation, income and expense
items are translated at the average
exchange rates for the period. The Group
is exposed to movements in the Pound
Sterling exchange rate, principally from
work carried out with customers that
transact in Euros, US Dollars and Chinese
Renminbi. The average value of Pound
Sterling was 3.7% lower against the
Euro, 3.1% higher against the US Dollar
and 1.5% higher against the Chinese
Renminbi during the six months ended
31 December 2017 compared to the six
months ended 31 December 2016.
Had the results for the six months

OUTLOOK

ended 31 December 2017 been stated
at constant exchange rates, revenue and
profit before tax would have both been
£0.3m higher than reported. Significant
resulting exposures are managed through
foreign currency contracts.

Pensions
The Group’s defined benefit pension
scheme operates within the UK. The
accounting deficit measured in accordance
with IAS 19 ‘Employee Benefits’ was £12.3m
before tax (30 June 2017: £22.2m;
31 December 2016: £30.1m), or £10.2m
after tax (30 June 2017: £18.1m;
31 December 2016: £24.4m).
The £9.9m decrease in the pre-tax
pension deficit since the year-end was
primarily due to the return on plan assets
of £6.3m and the effect of using updated
census data of £6.7m, together with
£2.2m of cash contributions paid to the
scheme during the financial period. These
favourable movements are offset by both
the use of an updated set of mortality
assumptions and a reduction in the
discount rate assumption to 2.55%
(30 June 2017: 2.60%).
Ricardo remains committed to paying
£4.3m each year until January 2021
to fund the pension deficit. The next
triennial actuarial valuation, which will
assess the level of Ricardo’s future annual
contributions, is currently in progress.

Our growth strategy remains focused on
the strategic diversification of our business
through organic and acquisitive actions.
We continue to develop the technology
and innovative solutions that will help
our clients meet the global challenges
of urbanisation, energy security and
efficiency, increasing environmental and
emissions regulations and rising demand
for natural resources.
We have traded in line with our
expectations and I am pleased to see
the strong order intake resulting in an
increase of 31% compared to the first
half of the prior year. We have also seen
a good spread of orders across both our
Technical Consulting and Performance
Products businesses. This provides a good
base as we head into our traditionally
more profitable second half of the year.
I am also particularly pleased with our
cash performance in the period, driven
by a strong working capital focus. We
look forward to continued progress in the
second half of the year.

Dave Shemmans
Chief Executive Officer
27 February 2018

Note:

 ertain statements in this management review are forward-looking. Although these forward-looking statements are made in good faith based on the information available to the Directors at the time of their
C
approval of the report, we can give no assurance that these expectations will prove to have been correct. Because these statements involve risks and uncertainties, actual results may differ materially from those
expressed or implied by these forward-looking statements. We undertake no obligation to update any forward-looking statements whether as a result of new information, future events or otherwise.
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Statement of Directors’
responsibilities
The Directors confirm that these condensed interim financial statements have been
prepared in accordance with International Accounting Standard 34, ‘Interim Financial
Reporting’, as adopted by the European Union and that the Interim Report includes a fair
review of the information required by DTR 4.2.4R, DTR 4.2.7R and DTR 4.2.8R, namely:
• the condensed consolidated set of financial statements, which have been prepared in
accordance with the applicable set of accounting standards, give a true and fair view
of the assets, liabilities, financial position and profit of Ricardo plc and the undertakings
included in the consolidation as a whole;
• an indication of important events that have occurred during the first six months of
the financial year and their impact on the condensed consolidated set of financial
statements, and a description of the principal risks and uncertainties for the remaining
six months of the financial year; and
• material related party transactions in the first six months of the financial year and any
material changes in the related party transactions described in the last annual report.
The Directors of Ricardo plc are listed in the Ricardo plc Annual Report & Accounts 2017,
with the exception of Ian Lee who resigned on 8 November 2017. A list of current Directors
is maintained on the Ricardo plc website: www.ricardo.com.
The Directors are responsible for the maintenance and integrity of the corporate and
financial information included on the Company’s website. Legislation in the United
Kingdom governing the preparation and dissemination of financial statements may differ
from legislation in other jurisdictions.
By order of the Board

Ian Gibson
(Chief Financial Officer)

Dave Shemmans
(Chief Executive Officer)
27 February 2018
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Mark Garrett
(Chief Operating Officer)
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Independent review report to
Ricardo plc
REPORT ON THE CONDENSED INTERIM
FINANCIAL STATEMENTS
Our conclusion
We have reviewed Ricardo plc’s condensed interim financial
statements (the ‘interim financial statements’) in the interim report
of Ricardo plc for the six-month period ended 31 December 2017.
Based on our review, nothing has come to our attention that
causes us to believe that the interim financial statements are not
prepared, in all material respects, in accordance with International
Accounting Standard 34, ‘Interim Financial Reporting’, as adopted
by the European Union and the Disclosure Guidance and
Transparency Rules sourcebook of the United Kingdom’s Financial
Conduct Authority.
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What we have reviewed
The interim financial statements comprise:
• the condensed consolidated statement of financial position as at
31 December 2017;
• the condensed consolidated income statement and condensed
consolidated statement of comprehensive income for the period
then ended;
• the condensed consolidated statement of changes in equity for
the period then ended;
• the condensed consolidated statement of cash flows for the
period then ended; and
• the explanatory notes to the interim financial statements.
The interim financial statements included in the interim report
have been prepared in accordance with International Accounting
Standard 34, ‘Interim Financial Reporting’, as adopted by the
European Union and the Disclosure Guidance and Transparency
Rules sourcebook of the United Kingdom’s Financial Conduct
Authority.
As disclosed in Note 2 to the interim financial statements,
the financial reporting framework that has been applied in the
preparation of the full annual financial statements of the Group
is applicable law and International Financial Reporting Standards
(‘IFRS’) as adopted by the European Union.

RESPONSIBILITIES FOR THE INTERIM FINANCIAL
STATEMENTS AND THE REVIEW
Our responsibilities and those of the Directors
The interim report, including the interim financial statements, is
the responsibility of, and has been approved by, the Directors.
The Directors are responsible for preparing the interim report in
accordance with the Disclosure Guidance and Transparency Rules
sourcebook of the United Kingdom’s Financial Conduct Authority.
Our responsibility is to express a conclusion on the interim
financial statements in the interim report based on our review.
This report, including the conclusion, has been prepared for and
only for the Company for the purpose of complying with the
Disclosure Guidance and Transparency Rules sourcebook of the
United Kingdom’s Financial Conduct Authority and for no other
purpose. We do not, in giving this conclusion, accept or assume
responsibility for any other purpose or to any other person to
whom this report is shown or into whose hands it may come save
where expressly agreed by our prior consent in writing.

A review is substantially less in scope than an audit conducted
in accordance with International Standards on Auditing (UK)
and, consequently, does not enable us to obtain assurance that
we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit
opinion.
We have read the other information contained in the interim
report and considered whether it contains any apparent
misstatements or material inconsistencies with the information in
the interim financial statements.

PricewaterhouseCoopers LLP
Chartered Accountants
Gatwick
27 February 2018

What a review of interim financial statements involves
We conducted our review in accordance with International
Standard on Review Engagements (UK and Ireland) 2410, ‘Review of
Interim Financial Information Performed by the Independent Auditor
of the Entity’ issued by the Auditing Practices Board for use in the
United Kingdom. A review of interim financial information consists
of making enquiries, primarily of persons responsible for financial
and accounting matters, and applying analytical and other review
procedures.
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Condensed interim financial statements
Condensed consolidated income statement
for the six months ended 31 December 2017

Revenue
Cost of sales
Gross profit
Administrative expenses
Other income
Underlying operating profit
Specific adjusting items(1)
Operating profit
Finance income
Finance costs
Net finance costs
Profit before taxation
Comprising:
Underlying profit before taxation
Specific adjusting items(1)
Taxation(2)
Profit for the period
Profit attributable to:
- Owners of the parent
- Non-controlling interests

Note
6&7

6
8
6

8
9

Earnings per ordinary share attributable to owners of the parent during the period
Basic
10
Diluted
10

Six months ended Six months ended
31 December 2017 31 December 2016
(Unaudited)
(Unaudited)
£m
£m
182.6
167.0
(115.8)
(104.4)
66.8
62.6
(49.7)
(46.6)
0.3
0.3
17.4
16.3
(3.8)
(3.0)
13.6
13.3
0.2
0.1
(1.3)
(1.3)
(1.1)
(1.2)
12.5
12.1
16.3
(3.8)

15.1
(3.0)

38.3
(6.1)

(3.6)
8.9

(2.7)
9.4

(7.4)
24.8

8.9
8.9

9.4
9.4

24.8
24.8

16.7p
16.6p

17.7p
17.5p

46.8p
46.4p

(1) Specific adjusting items comprise amortisation of acquired intangible assets, acquisition-related expenditure and reorganisation costs.
(2) In the current period, a non-recurring tax charge arising from the reduction in the US federal tax rate was also classified as a specific adjusting item.
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Year ended
30 June 2017
(Audited)
£m
352.1
(219.2)
132.9
(92.6)
0.5
40.8
(6.1)
34.7
0.2
(2.7)
(2.5)
32.2

“The Group has delivered growth in
revenue and underlying profit before
tax of 9% and 8%, respectively. I am also
particularly pleased with the Group’s
working capital performance in the
period, together with the record closing
order book.“
Ian Gibson - Chief Financial Officer

Condensed consolidated statement of comprehensive income
for the six months ended 31 December 2017

Profit for the period
Items that will not be reclassified to profit or loss:
Remeasurements of the defined benefit scheme
Deferred tax on remeasurements of the defined benefit scheme
Total items that will not be reclassified to profit or loss
Items that may be subsequently reclassified to profit or loss:
Currency translation on foreign currency net investments
Total items that may be subsequently reclassified to profit or loss
Total other comprehensive income/(loss) for the period (net of tax)
Total comprehensive income for the period
Attributable to:
- Owners of the parent
- Non-controlling interests

Six months ended Six months ended
31 December 2017 31 December 2016
(Unaudited)
(Unaudited)
£m
£m
8.9
9.4

Year ended
30 June 2017
(Audited)
£m
24.8

7.9
(1.4)
6.5

(10.5)
1.8
(8.7)

(4.4)
0.8
(3.6)

(0.5)
(0.5)
6.0
14.9

3.9
3.9
(4.8)
4.6

3.0
3.0
(0.6)
24.2

14.9
14.9

4.6
4.6

24.2
24.2
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Condensed consolidated statement of financial position
as at 31 December 2017

Note
Assets
Non-current assets
Goodwill
Other intangible assets
Property, plant and equipment
Deferred tax assets

60.5
35.4
54.1
13.2
163.2

62.0
32.4
48.0
14.3
156.7

13.9
141.8
0.6
0.6
34.5
191.4
2.7
194.1
350.8

12.6
138.6
0.9
0.7
28.2
181.0
181.0
344.2

13.9
137.6
0.9
0.6
27.9
180.9
2.8
183.7
340.4

(4.2)
(94.3)
(5.5)
(0.1)
(1.1)
(105.2)
88.9

(5.5)
(89.4)
(5.5)
(0.2)
(1.2)
(101.8)
79.2

(6.0)
(82.1)
(6.3)
(0.7)
(1.3)
(96.4)
87.3

18

(61.8)
(12.3)
(5.2)
(2.0)
(81.3)
(186.5)
164.3

(69.7)
(30.1)
(2.9)
(1.6)
(104.3)
(206.1)
138.1

(59.8)
(22.2)
(5.0)
(1.3)
(88.3)
(184.7)
155.7

20
20

13.4
14.3
15.1
121.2
164.0
0.3
164.3

13.3
14.3
16.5
93.7
137.8
0.3
138.1

13.3
14.3
15.6
112.2
155.4
0.3
155.7

14
16

Non-current assets held for sale

15

Total assets
Liabilities
Current liabilities
Borrowings
Trade and other payables
Current tax liabilities
Derivative financial liabilities
Provisions

18
19

18

16

Total liabilities
Net assets
Equity
Share capital
Share premium
Other reserves
Retained earnings
Equity attributable to owners of the parent
Non-controlling interests
Total equity
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30 June 2017
(Audited)
£m

63.7
32.2
47.9
12.9
156.7

13

Current assets
Inventories
Trade and other receivables
Derivative financial assets
Current tax assets
Cash and cash equivalents

Net current assets
Non-current liabilities
Borrowings
Retirement benefit obligations
Deferred tax liabilities
Provisions

31 December 2017 31 December 2016
(Unaudited)
(Unaudited)
£m
£m

Condensed consolidated statement of changes in equity
for the six months ended 31 December 2017

Attributable to owners of the parent

At 1 July 2017
Profit for the period
Other comprehensive (loss)/income for the period
Total comprehensive (loss)/income for the period
Equity-settled transactions
Proceeds from shares issued
Ordinary share dividends
At 31 December 2017 (unaudited)

Share
capital
£m
13.3
0.1
13.4

Share
premium
£m
14.3
14.3

At 1 July 2016
Profit for the period
Other comprehensive income/(loss) for the period
Total comprehensive income for the period
Reclassification of non-controlling interests
Equity-settled transactions
Proceeds from shares issued
Ordinary share dividends
At 31 December 2016 (unaudited)

13.2
0.1
13.3

14.3
14.3

At 1 July 2016
Profit for the year
Other comprehensive income/(loss) for the year
Total comprehensive income for the year
Reclassification of non-controlling interests
Equity-settled transactions
Tax credit relating to share option schemes
Proceeds from shares issued
Ordinary share dividends
At 30 June 2017 (audited)

13.2
0.1
13.3

14.3
14.3

Other
reserves
£m
15.6
(0.5)
(0.5)
15.1

Total
£m
155.4
8.9
6.0
14.9
1.0
0.1
(7.4)
164.0

Noncontrolling
interests
£m
0.3
0.3

Total
equity
£m
155.7
8.9
6.0
14.9
1.0
0.1
(7.4)
164.3

99.4
9.4
(8.7)
0.7
(0.3)
0.8
(6.9)
93.7

139.5
9.4
(4.8)
4.6
(0.3)
0.8
0.1
(6.9)
137.8

0.3
0.3

139.5
9.4
(4.8)
4.6
0.8
0.1
(6.9)
138.1

99.4
24.8
(3.6)
21.2
(0.3)
1.6
0.1
(9.8)
112.2

139.5
24.8
(0.6)
24.2
(0.3)
1.6
0.1
0.1
(9.8)
155.4

0.3
0.3

139.5
24.8
(0.6)
24.2
1.6
0.1
0.1
(9.8)
155.7

Retained
earnings
£m
112.2
8.9
6.5
15.4
1.0
(7.4)
121.2

12.6
3.9
3.9
16.5
12.6
3.0
3.0
15.6
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Condensed consolidated statement of cash flows
for the six months ended 31 December 2017

Note
Cash flows from operating activities
Cash generated from operations
Net interest paid
Tax paid
Net cash generated from operating activities
Cash flows from investing activities
Acquisitions of subsidiaries, net of cash acquired
Purchases of property, plant and equipment
Proceeds from sale of property, plant and equipment
Purchases of intangible assets
Net cash used in investing activities
Cash flows from financing activities
Proceeds from issuance of ordinary shares
Net proceeds from borrowings
Dividends paid to shareholders
Net cash (used in)/generated from financing activities
Effect of exchange rate changes on cash and cash equivalents
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of period
Net cash and cash equivalents at end of period

Year ended
30 June 2017
(Audited)
£m

17

30.3
(1.3)
(4.7)
24.3

8.8
(0.9)
(4.0)
3.9

24.3
(1.4)
(7.6)
15.3

12

(5.7)
(3.2)
0.3
(1.9)
(10.5)

(2.1)
(3.5)
0.1
(2.9)
(8.4)

(1.9)
(6.3)
4.0
(5.6)
(9.8)

0.1
2.0
(7.4)
(5.3)
(0.1)
8.4
22.0
30.4

0.1
15.0
(6.9)
8.2
(1.3)
2.4
20.4
22.8

0.1
5.1
(9.8)
(4.6)
0.7
1.6
20.4
22.0

11

18
18

The notes on pages 27 to 37 are an integral part of these condensed interim financial statements.
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Six months ended Six months ended
31 December 2017 31 December 2016
(Unaudited)
(Unaudited)
£m
£m

Notes to the condensed interim financial statements
for the six months ended 31 December 2016 (unaudited)

1 General information					
Ricardo plc (the ‘Company’) is a public limited company, which is listed on the London Stock Exchange and incorporated and domiciled in the United Kingdom. The
address of its registered office is Shoreham Technical Centre, Shoreham-by-Sea, West Sussex, BN43 5FG, England, United Kingdom, and its registered number is 222915.
This interim report was approved for issue by the Board of Directors on 27 February 2018. It has not been audited but it has been subject to an independent review
by PricewaterhouseCoopers LLP, whose independent review report is included on pages 20 and 21.
This interim report does not comprise statutory accounts within the meaning of Section 434 of the Companies Act 2006. The figures for the year to 30 June 2017
have been extracted from the 2017 Annual Report & Accounts, which was approved by the Board of Directors on 13 September 2017 and delivered to the Registrar
of Companies. The report of the auditors on those accounts was unqualified, did not contain an emphasis of matter paragraph and did not contain any statement
under Section 498 of the Companies Act 2006.											
			

2 Basis of preparation					
This interim report of Ricardo plc for the six months ended 31 December 2017 has been prepared in accordance with the Disclosure and Transparency Rules of the
Financial Conduct Authority and IAS 34 ‘Interim Financial Reporting’, as adopted by the European Union. This interim report should be read in conjunction with the
Annual Report & Accounts for the year ended 30 June 2017, which has been prepared in accordance with International Financial Reporting Standards (‘IFRS’), IFRS
Interpretations Committee (‘IFRS IC’) interpretations adopted by the European Union and the Companies Act 2006 applicable to companies reporting under IFRS.
At the time of approving the interim report, and having reassessed the principal risks and uncertainties of the Group, the Directors considered it appropriate to
adopt the going concern basis of accounting in preparing the interim financial statements.							
			

3 Accounting policies							
The accounting policies adopted are consistent with those of the financial statements for the year ended 30 June 2017, except for the requirements of IAS 34 ‘Interim
Financial Reporting’ in respect of income tax. Taxes on income in the interim period are accrued using the tax rate that would be applicable to expected total annual
profit or loss. The new, revised or amended standards and interpretations shown below are mandatory for the first time for the financial year ending 30 June 2018.
Issued standards and amendments effective for this financial year
Amendments to International Financial Reporting Standards
IAS 7 ‘Statement of Cash Flows’
IAS 12 ‘Income Taxes’
Annual Improvements 2014-2016 Cycle: IFRS 12 ‘Disclosure of Interests in Other Entities’

Effective date
(periods commencing)

Endorsed
by EU

1 Jan 2017
1 Jan 2017
1 Jan 2017

Yes
Yes
Yes

None of these amendments to published standards have had, or are expected to have, any significant impact on these financial statements. A number of new, revised or
amended standards and interpretations are not yet effective and have not been early adopted. None of these new, revised or amended standards and interpretations are
expected to have a significant impact on the financial statements of the Group when adopted, except as disclosed below:			
• IFRS 9 ‘Financial Instruments’ replaces IAS 39 ‘Financial Instruments: Recognition and Measurement’. The Standard includes requirements for the recognition and measurement,
impairment and derecognition of financial assets and liabilities, together with general hedge accounting. We are continuing to assess the full impact of IFRS 9, which becomes
effective for the Group for the financial year ending 30 June 2019. The primary area of change is expected to relate to the way in which financial assets are assessed for
impairment, using the future expected credit loss model. This model is based upon a default rate, which considers both our past experience of credit losses, together with the
scenarios and probability that credit losses might be incurred in the future.			
• IFRS 15 ‘Revenue from contracts with customers’. The Group’s intentions for transition and the principal areas of the Group’s existing accounting policies expected to be affected by
the new standard were disclosed on page 127 of the Group’s Annual Report & Accounts 2017. We continue to assess the full impact of IFRS 15 and are currently preparing the
Group’s accounting policy. This will be applied to contracts which were in progress as at 1 July 2017, to quantify the cumulative adjustment to restate equity as of that date. On
transition, the new policy will be applied prospectively to contracts in progress from 1 July 2018 and presented in the Annual Report & Accounts 2019.
• IFRS 16 ‘Leases’. The Group’s preliminary expectation of the changes arising from the new standard were also disclosed on page 127 of the Group’s Annual Report & Accounts 2017.
An exercise to gather the required lease information has been undertaken in the period. This information will be used to assess the transition options and perform an initial
impact assessment of IFRS 16. This standard has now been endorsed by the European Union and becomes effective for the Group for the financial year ending 30 June 2020.
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4 Estimates and judgements				
The preparation of interim financial statements in conformity with IAS 34 requires the use of certain critical accounting estimates. It also requires management
to exercise its judgement in the process of applying the Group’s accounting policies. These judgements are continually evaluated and are based on historical
experience and other factors, including expectations of future events that are believed to be reasonable under the circumstances. Actual results could differ from
those estimates and assumptions.
The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the financial statements are
disclosed in Note 1(c) to the consolidated financial statements within the Group’s Annual Report & Accounts for the year ended 30 June 2017.
In preparing these condensed interim financial statements, the significant judgements made by management in applying the Group’s accounting policies and the
key sources of estimation uncertainty were considered to be the same as those applied to the consolidated financial statements for the year ended 30 June 2017,
with the addition of changes in estimates that are required in determining the provision for income taxes in interim periods under the requirements of
IAS 34 ‘Interim Financial Reporting’.
							

5 Seasonality						
The second half of the Group’s financial year has historically seen a higher level of profit as it is normally subject to a greater number of working days and less
annual leave being taken, both internally and by our customers.								

6 Operating segments
The Group's operating segments are being reported based on the financial information provided to the Chief Operating Decision Maker who is the
Chief Executive Officer. The reportable segments are Technical Consulting and Performance Products. These were identified by evaluating the Group's products
and services, processes, types of customers and delivery methods.
• Technical Consulting generates income from the delivery of engineering programmes and technology projects, together with environmental and management
consultancy services. This operating segment also generates income from independent assurance services provided through the Group’s rail business.
• Performance Products generates income from manufacturing, assembly, software sales and related services.
Inter-segment revenue is eliminated on consolidation. Transactions are entered into on an arm's length basis in a manner similar to transactions with third parties.
Management monitors the results of its operating segments separately for the purpose of making decisions about allocating resources and assessing
performance. Segment performance is measured based on underlying operating profit. Included within the Head Office column in the following tables are
functions managed by a central division, including the costs of running the public limited company, which are recharged to the other operating segments.
Six months ended 31 December 2017

Total segment revenue
Inter-segment revenue
Revenue from external customers
Underlying operating profit
Specific adjusting items
Operating profit/(loss)
Net finance costs
Profit/(loss) before taxation
Total assets per condensed interim financial statements
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Technical
Consulting
£m
142.0
142.0

Performance
Products
£m
42.4
(1.8)
40.6

Head
Office
£m
-

Total
£m
184.4
(1.8)
182.6

13.5
(3.3)
10.2

3.9
3.9

(0.5)
(0.5)

17.4
(3.8)
13.6

-

-

(1.1)

(1.1)

10.2

3.9

(1.6)

12.5

293.3

39.9

17.6

350.8

6 Operating segments (continued)
Six months ended 31 December 2016

Total segment revenue
Inter-segment revenue
Revenue from external customers
Underlying operating profit
Specific adjusting items
Operating profit
Net finance costs
Profit/(loss) before taxation
Total assets per condensed interim financial statements

Technical
Consulting
£m

Performance
Products
£m

Head
Office
£m

133.7
(0.1)
133.6

34.1
(0.7)
33.4

-

167.8
(0.8)
167.0

12.9
(3.0)
9.9

3.4
3.4

-

16.3
(3.0)
13.3

-

-

(1.2)

(1.2)

9.9

3.4

(1.2)

12.1

280.1

43.3

20.8

344.2

Total
£m

Year ended 30 June 2017

Total segment revenue
Inter-segment revenue
Revenue from external customers
Underlying operating profit
Specific adjusting items
Operating profit/(loss)
Net finance costs
Profit/(loss) before taxation
Total assets per condensed interim financial statements

Technical
Consulting
£m
280.6
(0.1)
280.5

Performance
Products
£m
73.3
(1.7)
71.6

Head
Office
£m
-

Total
£m
353.9
(1.8)
352.1

32.8
(5.0)
27.8

8.0
8.0

(1.1)
(1.1)

40.8
(6.1)
34.7

-

-

(2.5)

(2.5)

27.8

8.0

(3.6)

32.2

280.6

42.7

17.1

340.4
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7 Revenue by customer location
Six months ended Six months ended
31 December 2017 31 December 2016
£m
£m
68.0
70.0
50.2
41.0
118.2
111.0
20.2
19.6
21.4
13.7
11.9
8.2
6.6
10.4
39.9
32.3
4.3
4.1
182.6
167.0

United Kingdom
Rest of Europe
Europe total
North America
China
Japan
Rest of Asia
Asia total
Rest of the World
Total

Six months ended Six months ended
31 December 2017 31 December 2016

8 Specific adjusting items

Year ended
30 June 2017
£m
144.5
93.3
237.8
38.6
32.7
16.3
17.9
66.9
8.8
352.1

Year ended
30 June 2017

£m

£m

Amortisation of acquisition-related intangible assets

2.2

1.9

4.0

Acquisition-related expenditure(1)

0.5

1.1

1.7

Reorganisation costs(2)

1.1

-

0.4

Total included in profit before tax

3.8

3.0

6.1

Non-recurring impact of change in US federal tax rate
Total included in profit after tax

(3)

£m

1.1

-

-

4.9

3.0

6.1

(1) Acquisition-related expenditure comprised costs incurred in the current period and prior year for services rendered to, and consumed by, the Group to effect the
Control Point Corporation acquisition (see Note 12), together with a proportion of the cost incurred in the current period to retain specific individuals. Costs were also incurred
throughout the prior year for services rendered to, and consumed by, the Group to effect the Motorcycle Engineering Italia (Exnovo) acquisition, together with the costs of the
subsequent integration and associated earn-out arrangements of this business, as well as those of the Cascade acquisition completed previously. In addition, costs were incurred in
the prior period associated with the completion of the integration of the LR Rail business subsequent to its acquisition, together with dual-running costs incurred during a transitional
services period with Lloyd’s Register. These costs were partially offset by the release in the prior year of previously recognised fair value provisions on acquisition as those risks had not
crystallised during the integration of the business as originally anticipated.
(2) Reorganisation costs relate to non-recurring expenditure incurred as part of a fundamental restructuring of the Group’s Automotive businesses across Europe, China and
North America, to combine their operations into a single, global Automotive business. The incremental costs incurred in the period comprised restructuring activities carried out by
either contractors or full-time employees who have had their roles back-filled by contractors, together with redundancy costs. In addition, further activities were also undertaken
to prepare the test cell facilities and related equipment at the Group’s technical centre in Chicago for disposal (see Note 15). Further restructuring activities are planned in order to
complete the reorganisation of the Group’s Automotive businesses.
(3) Tax reform legislation in the US was enacted on 22 December 2017, which became effective from 1 January 2018 and reduced the federal taxation rate to 21%. These changes are
substantively enacted for accounting purposes at the reporting date and resulted in a £1.1m ($1.5m) non-recurring deferred tax charge (see Note 9) which reduced the carrying value
of net deferred tax assets held in the US. This non-recurring deferred tax charge is included within the taxation line of the Condensed Consolidated Income Statement.
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9 Taxation

UK tax
Overseas tax(1)
Total taxation charge
Current tax
Deferred tax(1)
Total taxation charge

Six months ended Six months ended
31 December 2017 31 December 2016
£m
£m
1.7
2.6
1.9
0.1
3.6
2.7
3.6
3.6

Year ended
30 June 2017
£m
6.1
1.3
7.4

1.3
1.4
2.7

6.2
1.2
7.4

(1) As set out in more detail in Note 8, included within the Group’s total overseas tax charge of £1.9m and total deferred tax charge of £Nil for the period, is a non-recurring overseas
deferred taxation charge of £1.1m ($1.5m) on net deferred tax assets held in the US.

10 Earnings per share

Earnings attributable to owners of the parent
Add back amortisation of acquisition-related intangible assets (net of tax)
Add back acquisition-related expenditure (net of tax)
Add back reorganisation costs (net of tax)
Add back non-recurring impact of changes in US federal tax rate
Underlying earnings attributable to owners of the parent

Six months ended Six months ended
31 December 2017 31 December 2016
£m
£m
8.9
9.4
1.6
1.5
0.7
0.9
0.3
1.1
12.6
11.8

Year ended
30 June 2017
£m
24.8
3.1
1.3
0.3
29.5

Number of shares
millions
53.4
0.2
53.6

Number of shares
millions
52.9
0.5
53.4

Number of shares
millions
53.0
0.4
53.4

Earnings per share
Basic
Diluted

pence
16.7
16.6

pence
17.7
17.5

pence
46.8
46.4

Underlying earnings per share
Basic
Diluted

pence
23.6
23.5

pence
22.3
22.1

pence
55.7
55.2

Basic weighted average number of shares in issue
Effect of dilutive potential shares
Diluted weighted average number of shares in issue

Underlying earnings per share is shown because the Directors consider that this provides a more useful indication of underlying performance and trends
over time.
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11 Dividends
Six months ended Six months ended Six months ended Six months ended
31 December 2017 31 December 2016 31 December 2017 31 December 2016
pence/share
pence/share
£m
£m
Amounts distributed in the period
Interim dividend

13.88
5.75

13.03
5.42

7.4
3.1

6.9
2.9

The Directors have declared an interim dividend of 5.75p per share, which will be paid on 6 April 2018 to shareholders who are on the register of members at the
close of business on 9 March 2018.

12 Acquisitions
Control Point Corporation acquisition
	
The Group acquired the entire issued share capital of Control Point Corporation (‘CPC’) on 8 September 2017 for initial cash consideration of £6.3m ($8.3m) and
contingent cash consideration of £1.4m ($1.9m), based upon an initial probability-weighted assessment of CPC achieving certain financial performance targets. The
acquisition of CPC expands upon the Group’s vehicle engineering capabilities in the Defence sector and adds expertise in distributed software-based systems and
fleet management technologies.
The following table sets out the cash consideration payable to acquire CPC, together with the provisional assessment of the net assets acquired:
Initial cash consideration
Contingent cash consideration
Total cash consideration

£m
6.3
1.4
7.7

Provisional fair value of identifiable assets acquired and liabilities assumed
Customer contracts and relationships
Developed software
Property, plant and equipment
Trade and other receivables
Cash and cash equivalents
Trade and other payables
Total provisional fair value of identifiable net assets
Goodwill
Total

2.2
0.7
0.1
3.1
0.6
(0.6)
6.1
1.6
7.7

All of the initial cash consideration of £6.3m ($8.3m) was paid in September 2017, net of cash acquired of £0.6m ($0.8m).
Adjustments have been made to identifiable assets and liabilities on acquisition to reflect their fair value. These include the recognition of customer-related
intangible assets amounting to £2.2m ($2.9m) and developed software assets of £0.7m ($0.9m). The fair values of net assets acquired are provisional and represent
estimates following a preliminary valuation exercise which will be finalised during the second half of the financial year. These estimates of fair value may be adjusted
in future in accordance with the requirements of IFRS 3 ‘Business Combinations’.
The goodwill arising on acquisition can be ascribed to the existence of a skilled, active workforce, developed expertise and processes and the opportunities to obtain
new contracts and develop the business. None of these meet the criteria for recognition as intangible assets separable from goodwill. The goodwill recognised is
expected to be deductible for tax purposes.					
The provisional fair value of trade and other receivables of £3.1m ($4.1m) includes net trade receivables of £3.0m ($4.0m) and amounts recoverable on contracts
of £0.1m ($0.1m), all of which is expected to be collectible. Acquisition-related expenditure of £0.3m has been charged to the Condensed Consolidated Income
Statement for the six months ended 31 December 2017 and is included as a specific adjusting item in Note 8.					
The revenue included in the Condensed Consolidated Income Statement in relation to the acquired business was £3.4m. The underlying operating profit over the
same period was £0.3m. This is reported in the Technical Consulting segment in Note 6. Had CPC been acquired and consolidated from 1 July 2017, revenue and
underlying operating profit in the Condensed Consolidated Income Statement would be £2.2m and £0.2m higher respectively, based on available information for
the period from 1 July 2017 to the acquisition date.								
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13 Goodwill
Movement in goodwill
At 1 July
Acquisition of business (Note 12)
Completion of fair value exercise(1)
Exchange adjustments
At period end

31 December 2017 31 December 2016
£m
£m
62.0
57.0
1.6
2.4
0.2
0.1
0.9
63.7
60.5

30 June 2017
£m
57.0
3.2
0.2
1.6
62.0

(1) The fair value assessment of the Chinese Rail operations that were acquired from Lloyd’s Register on 1 March 2016 resulted in an addition of £0.2m to this CGU in the prior period. This
exercise was completed in the prior year.

Analysis of goodwill by cash-generating unit
Technical Consulting
Ricardo Rail
Ricardo Automotive EMEA(1)
Ricardo Energy & Environment
Ricardo Motorcycle(1)
Ricardo Defense Systems(2)
Technical Consulting total
Performance Products
Ricardo Performance Products
At period end

31 December 2017 31 December 2016
£m
£m

30 June 2017
£m

27.6
20.1
13.3
1.6
62.6

27.4
14.9
13.3
3.8
59.4

27.6
20.0
13.3
60.9

1.1
63.7

1.1
60.5

1.1
62.0

		(1) In the prior period the Group acquired Motorcycle Engineering Italia (Exnovo), which added provisional goodwill at that time of £2.4m to the Ricardo Motorcycle cash-generating
unit (‘CGU’). This resulted in a balance of £3.8m at the end of the prior period. In the second half of the prior year, the Motorcycle business was fully integrated and subsumed within
the Automotive EMEA business. This represents the lowest level at which goodwill is monitored for internal management purposes and represents the smallest identifiable group of
assets that generates independent future cash inflows. Consequently, the carrying value of the goodwill previously allocated to the Ricardo Motorcycle CGU was reallocated to the
Ricardo Automotive EMEA CGU.												
(2) As set out in further detail in Note 12, the Group acquired Control Point Corporation (‘CPC’) on 8 September 2017, adding provisional goodwill of £1.6m to a new Ricardo Defense
Systems CGU. The acquisition of CPC expands upon the Group’s vehicle engineering capabilities in the Defence sector and adds expertise in distributed software-based systems and
fleet management technologies.								

14 Trade and other receivables
Trade receivables
Less provision for impairment of receivables
Trade receivables - net
Amounts recoverable on contracts
Prepayments and accrued income
Other receivables
At period end

31 December 2017 31 December 2016
£m
£m
66.9
68.0
(0.9)
(2.0)
66.0
66.0
55.0
55.5
11.3
8.6
9.5
8.5
141.8
138.6

30 June 2017
£m
60.6
(1.8)
58.8
59.0
9.7
10.1
137.6
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15 Non-current assets held for sale
31 December 2017 31 December 2016

30 June 2017

£m

£m

£m

Property, plant and equipment

2.7

-

2.8

At period end

2.7

-

2.8

In March 2017, the Directors made the decision to commence a process to market the test cell facilities and related equipment situated at the Group’s
Chicago Technical Centre for sale, which had a net book value of $3.7m. The assets are presented within total assets of the Technical Consulting segment in Note 6.

16 Fair value of financial assets and liabilities
There are no differences between the fair value of financial assets and liabilities included within the following categories in the Condensed Consolidated Statement
of Financial Position and their carrying value:
- Trade and other receivables;
- Derivative financial assets;
- Cash and cash equivalents;
- Trade and other payables; and
- Derivative financial liabilities
Derivative financial assets of £0.6m (30 June 2017: £0.9m; 31 December 2016: £0.9m) and derivative financial liabilities of £0.1m (30 June 2017: £0.7m; 31 December
2016: £0.2m) relate to forward foreign exchange contracts, which are Level 2 derivative financial instruments under the IFRS 13 fair value hierarchy. Though the Group
does not hedge account, forward contracts held at 31 December 2017 are used to manage foreign exchange and cash flow exposures. This includes the Sterling
spot rate against the Euro, US Dollar and Chinese Renminbi, together with interest rate differential exchange rate risk arising from orders in foreign currencies. The
spot and interest rate differential component of the contracts taken out is offset against the change in fair value of the cash flows on the firm’s orders in foreign
currencies that are attributable to movements in the Sterling spot rate against the Euro, US Dollar and Chinese Renminbi, together with interest rates. Since the
Group does not hedge account, the net change in the fair value of the instrument is recognised directly in the Condensed Consolidated Income Statement.

17 Cash generated from operations

Profit before tax
Adjustments for:
Share-based payments
Fair value gains/(losses) on derivative financial instruments
Profit on disposal of property, plant and equipment
Net finance costs
Depreciation and amortisation
Operating cash flows before movements in working capital
Increase in inventories
Increase in trade and other receivables
Increase/(decrease) in payables
Increase/(decrease) in provisions
Defined benefit payments
Cash generated from operations
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Six months ended Six months ended
31 December 2017 31 December 2016
£m
£m
12.5
12.1
1.0
0.4
(0.1)
1.1
8.2
23.1
(3.4)
12.3
0.5
(2.2)
30.3

0.8
(2.8)
1.2
7.8
19.1
(1.6)
(20.6)
14.2
(0.1)
(2.2)
8.8

Year ended
30 June 2017
£m
32.2
1.6
(3.2)
(0.7)
2.5
16.3
48.7
(2.9)
(15.5)
(1.1)
(0.5)
(4.4)
24.3

18 Net debt
Net debt is defined by the Group as net cash and cash equivalents less borrowings.
Analysis of net debt
Cash and cash equivalents (current assets)
Bank overdrafts (current liabilities - borrowings)(1)
Net cash and cash equivalents
Loans maturing within one year (current liabilities - borrowings)(1)
Loans maturing after one year (non-current liabilities - borrowings)
At period end

31 December 2017 31 December 2016
£m
£m
34.5
28.2
(4.1)
(5.4)
30.4
22.8
(0.1)
(0.1)
(61.8)
(69.7)
(31.5)
(47.0)

30 June 2017
£m
27.9
(5.9)
22.0
(0.1)
(59.8)
(37.9)

(1) Bank overdrafts and loans maturing within one year are combined within the Condensed Consolidated Statement of Financial Position and classified as borrowings within current
liabilities.

Movement in net debt
At beginning of period
Net increase in cash and cash equivalents
Net proceeds from borrowings
At period end

31 December 2017 31 December 2016
£m
£m
(37.9)
(34.4)
8.4
2.4
(2.0)
(15.0)
(31.5)
(47.0)

30 June 2017
£m
(34.4)
1.6
(5.1)
(37.9)

The non-current bank loans are repayable in the year ending 30 June 2020 and are denominated in Pounds Sterling. The non-current bank loans have variable rates
of interest which are dependent upon the leverage of the Group and range from 1.6% to 2.6% above LIBOR. Leverage is defined as being net debt as a proportion of
EBITDA. EBITDA is defined as being operating profit before interest, tax, depreciation and amortisation. At the reporting date, the Group has a leverage which attracts
the lowest rate of interest, being LIBOR + 1.6%.								
At the period end, the Group held total facilities of £91.1m (30 June 2017: £91.1m; 31 December 2016: £91.6m). This included committed facilities of £75.0m
(30 June 2017 and 31 December 2016: £75.0m). Committed facilities of £61.8m were drawn at 31 December 2017 (30 June 2017: £59.7m; 31 December
2016: £69.6m), net of direct issue costs. Committed facilities were primarily drawn to fund previous acquisitions. Of the committed facilities, a £35.0m facility is
available for the period to September 2019 and a £40.0m facility is available until April 2020. In addition, the Group has uncommitted facilities including overdrafts
of £16.1m at 31 December 2017 (30 June 2017: £16.1m; 31 December 2016: £16.6m), which mature throughout this and the next financial year and are renewable
annually.							
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19 Trade and other payables
Trade payables
Tax and social security payable
Accruals and deferred income
Payments received in advance on contracts
Other payables
At period end

31 December 2017 31 December 2016
£m
£m
18.5
26.8
8.8
7.9
27.8
24.2
34.1
19.8
5.1
10.7
94.3
89.4

30 June 2017
£m
18.3
9.1
25.8
24.1
4.8
82.1

20 Share capital and share premium
The consideration received for shares allotted under both the equity-settled Long-Term Incentive Plan (‘LTIP’) and Deferred Share Bonus Plan (‘DBP’) share option
schemes during the six months ended 31 December 2017 was £0.1m (31 December 2016: £0.1m).

21 Capital commitments
At 31 December 2017, contracts had been placed for future capital expenditure on property, plant and equipment, which have not been provided for in the
financial statements, amounting to £1.9m (30 June 2017: £1.5m; 31 December 2016: £1.5m).

22 Contingent liabilities
In the ordinary course of business, the Group has £7.9m (30 June 2017: £7.8m; 31 December 2016: £6.6m) of guarantees and counter-indemnities in respect of
bonds relating to performance under contracts. The Group is also involved in commercial disputes and litigation with some customers, which is also in the normal
course of business. Whilst the result of such disputes cannot be predicted with certainty, the Directors of the Company believe that the ultimate resolution of
these disputes will not have a material effect on the Group’s financial position or results.
In July 2013, a guarantee was provided to the Ricardo Group Pension Fund of £2.8m in respect of certain contingent liabilities that may arise, which have been
secured on specific land and buildings. In the Directors’ opinion, after taking appropriate legal advice, the outcome of this matter is not expected to give rise to
any material cost to the Group.								
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23 Related party transactions
Key management compensation
Short-term employee benefits
Share-based payments
Post-employment benefits
Total key management compensation

Six months ended Six months ended
31 December 2017 31 December 2016
£m
£m
2.2
1.9
0.7
0.7
0.1
0.1
3.0
2.7

Year ended
30 June 2017
£m
3.7
1.2
0.2
5.1

The key management personnel are the Board of Directors, together with the Managing Directors who have the authority and responsibility for planning,
directing and controlling the Group’s activities and resources within the market sectors in which the Group operates.
The Chairman of Ricardo plc, Sir Terry Morgan, is also a statutory director of Crossrail Limited, which is deemed to be a related party that is external to the Ricardo Group.
Six months ended Six months ended
31 December 2017 31 December 2016
£m
£m

Year ended
30 June 2017
£m

The Group had the following transactions with Crossrail Limited:
Sale of services

1.1

0.7

1.6

The Group had the following period-end balances with Crossrail Limited:
Trade receivables
Accrued income

0.2
0.1

0.2
0.1

0.1
-

All transactions with Group undertakings, and other related parties as disclosed above, occurred on an arm’s length basis.

24 Principal risks and uncertainties
The Board regularly reviews its principal risks and uncertainties, including those resulting from the referendum vote for the UK to leave the European Union and
the subsequent triggering of ‘Article 50’, and have concluded that the disclosure on pages 39 and 40 of the Group’s Annual Report & Accounts for the year ended
30 June 2017 remains appropriate. These principal risks and uncertainties, which relate to customers and markets; contracts; people; technology;
compliance with laws and regulations; the defined benefit pension scheme; financing; and cyber risk, should be read in conjunction with the management
review for the six months ended 31 December 2017.
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