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Full Year Results 

Robin Watson 

Chief Executive, Wood plc 

Introduction 

I think we’re just about there.  Well, good morning, everyone. Welcome to our 2021 results 

presentation, and obviously these results are a little later than expected, so thanks to 

everyone for your patience. 

So, firstly, let me begin with some introductions of the 
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gas work, increasing elements of decarbonisation and carbon intensity reduction for our 

customers.  

Our solutions across process and chemicals touch many markets, from refining and 

petrochemicals through biorefining synthetic aviation fuels to speciality chemicals and 

polymers, and we’re got a range of solutions across hydrogen, from grey to blue to green, 

and in carbon capture.  We show these in process and chemicals here, but in reality, they 

actually touch every part of our business, from helping to develop green hydrogen as a clean 

fuel source through to capturing carbon for conventional energy Operations.   

Our work in renewables and other sectors includes activities across solar and wind as well as 

our work in minerals processing, various industrial processes, and power. 

And finally, you can see the Built Environment. As a sector, this is around 27% of the group. 

The business is primarily in our Consulting business unit, and this subset of our Consulting 

business is the portion of the portfolio which we are selling, and I’ll come back to in more 

detail a bit later.  I would also note here that the Consulting business post sale remains a 

very material part of the group, offering crucial solutions across all our other markets and 

enduring significant synergy opportunities. 

Overview of 2021 performance 

So now a brief overview of our 2021 performance. It was quite a challenging year 

operationally. The pressures of COVID-19 continue to impact our business, and challenges in 

our project business impacted revenue and cash performance, which David will go into in 

some more detail. We did however make good progress in our efforts to de-risk our Projects 

business through reducing our exposure to lump sum turnkey contracts, and I’ll come back to 

this later in the morning’s presentation.  And we’ve ended the year with improving 

momentum, with a growing order book and good win rates.  I’ll now hand over to David to 

take you through our financial review. 

Financial Review 

David Kemp 

Chief Financial Officer, Wood plc 

Underlying financial results overview 

Thank you, Robin. So, good morning, everyone. 2021 was a challenging year, with the 

ongoing pressures of the pandemic, mixed market conditions and challenges in our Projects 

business. Despite this, we saw margins improve, trading momentum increased in H2 and 

significant growth in our order book. Revenue of 6.4 billion was down 14% on a like-for-like 

basis. We saw growth in Consulting and Operations, but also a significant decline in our 

Projects business. Revenue performance improved during the second half, up around 4% 

overall on the first half, with Projects stabilising and continued growth in 

 business. W
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We’ve seen strong order book growth throughout the year, up 19% to 7.7 billion, led by 

growth in Consulting and Operations and a stabilising of order book in Projects.  Within our 

order book, the revenue to be delivered this year is up 6% on last year. 

Revenue reflects decline in Projects business 

Revenue has reduced 14% like-for-like compared to the prior period, and that reflects post-

COVID recovery, more than offset by reduced Projects activity. After accounting fo



Full Year Results 2021 Wednesday, 20th April 2022 

 
5 

closing out contract obligations in the year, and that’s compared to a high level in 2020 

across multiple contracts. 

Exceptional items 

During 2021, the total Aegis contract loss increased by 99 million.  The majority of this loss 

relate to the reduction of expected recoveries from the client, together with higher anticipated 

costs to complete.  For some context, the Aegis, contract is a legacy AFW contract awarded in 

2016 for the construction of an anti-missile defence facility in Poland. Our latest total project 

loss estimate is 220 – 222 million, of which 99 million was charged to the P&L during 2022.  

We are confident the project will complete in the second half of 2022 and expect cash 

outflows of around 45 million during the year.   

In addition, we incurred 78 million of restructuring costs, which broadly fit into two 

categories.  We have spent around 30 million on various initiatives which support the 

improved efficiency and enhancement of group profitability in the medium to long term, and 

these include the conclusion of our Future Fit programme.  C
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As mentioned in the previous slide, we continue to reduce the risk in our Projects business 

and have made significant progress on this in recent years.  To give you a sense of how we’ve 

evolved our order book profile, at December 2018 the split was around 70% reimbursable, 

30% fixed price, and within that 30%, 10% was from large-s
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Free cash flow 

Turning to cash flow. Our definition of free cash flow includes all cash flows before M&A and 

dividends. There was a free cash outflow of 398 million due to a significant working out – 

capital outflow in our Projects business from lower activity and from the de-risking of our 

portfolio. The higher tax paid primarily reflects the timing of payments in Canada as activity 

levels recovered. Movement in provisions in 2021 is higher and includes 30 million related to 

asbestos.  Exceptional cash outflows totalling 159 million included payments in respect of 

investigation settlements, costs associated with Future Fit and exiting underperforming 

Operations, and costs related to prior period onerous leases.  

Net debt movement 

Net debt has increased by 379 million, reflecting the working capital outflow in Projects and 

continued cash drags from legacy investigations, asbestos, and onerous leases. At 

31st December, our net debt to EBITDA on a reported basis was 3.3x, within our covenant 

levels for the group – group’s borrowings, which are set at 3.5x. 

Reasons for our negative free cash flow in 2021 
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CEO Review 

Robin Watson 

Chief Executive, Wood Group 

Contract mix across the Group 

Good. Thank you, David. I’ll now pick up on some of the key topics in a bit more depth. 

So, firstly I want to cover the enduring steps we’ve taken to de-risk our contract portfolio.  So 

let’s start with some of the other contract types across the group.  83% of what we do is 

either cost reimbursable or fixed price consultancy work; very low risk.  17% is therefore 

fixed price EPC work.  Of this, the vast majority is service-led limited scopes, very defined and 

predictable work packages, and this part of the contract portfolio has generally seen profitable 

outcomes over many, many years.  This leaves our lumpsum turnkey work, which was around 

5% of revenues last year. These are projects that are – where we take on the full project 

delivery risk. We include here projects where we take on risk until either mechanical 

completion or complete project commissioning. I’ll turn to that in a bit more depth on the 

next slide. 

De-risking: reducing lump sum turnkey risk 

So this slide shows the reduction in lumpsum turnkey risk over the last few years. On the left, 

you’ll see the large circle, and this is all the revenue from 2018 to 2021.  This has reduced 

year after year due to deliberate actions to limit the enterprise exposure to this type of work. 

Included in these years, just for complete clarity, is the Aegis contract, some large-scale 

chemical plant projects, multiple power process and renewables work, as well as some 

smaller projects. It’s a complete portfolio.  The performance across these contracts has 

actually varied from actually very good returns through to loss-making projects, most notably 

Aegis and some of the power process and renewable contracts in North America. 

So what changes have we made? Well, firstly, let me just say this has been a long journey of 

portfolio stabilisation and de-risking, and let me summarise that journey. In 2018, we ceased 

to allow any bids on any project over $500 million on a lump sum turnkey basis. In 2018, we 

discontinued and exited the business from the OCONUS market. This is the overseas military 

lump sum turnkey projects. Some of you may remember that, at the time, there were three 

projects from the Amec Foster Wheeler transaction within this portfolio: Space Fence, which 

was at a claim stage and is now complete; Guam, which was at a very early stage, and that 

was a JV which we extracted ourselves from; and Aegis.  This was a project that was in flight 

and had no credible commercial extraction available to us, and, as David touched on, we 

expect to complete it in the second half of this year. 

Between 2018 and 2020, we made a variety of management changes across this portfolio, 

both operational and functional, to achieve more outturn predictability, and during the period 

we also severely limited the bidding activity and reduced lump sum turnkey portfolio and 

overall risked revenue. In 2020, we created the global Projects business unit through 

restructure and, in doing so, improved our operational and commercial governance regime, 

and in ’21 we exited the large-scale power and industrial lump sum turnkey market entirely. 

So, we’
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work that we’re doing around execution and improving execution and getting that more 

predictable outcome will also support the cash performance of the business. 

So, in terms of your second question around the Built Environment, you know, sale, you 

know, what would I say? One, you know, we’
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7.5%.  And unless I’m mistaken, I think that excludes Aegis, because you’ve taken an 

exceptional there.  And you speak to a much lower risk profile in the project order book going 

forward, and that’s an order book that has replaced revenue on a book-to-bill basis in the 

past year.  So what am I missing in terms of the expectation of having a further step up in 

margin in 2022? It would seem like that is – should be the expectation. 

David Kemp: Yeah. Let me maybe start with the margin question.  So our 2021 margin was 

nuanced. So, as you say, we’ve seen a good – a significant uptick in our – in our Projects 

margin, still – you know, still below the rest of the – of the business.  You know, i
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owners engineers, project management consultancy, as well as EPC from a construction 

management perspective, so EPCM.  We see that trend and that market opportunity as being 

quite prevalent in our end markets. So, from a conventional energy perspective, we would 

tend to do EPCM in preference to direct delivery construction. And I think the bias that you 

should have in your mind would be it would be an increasingly white-collar position that we 

would have across Projects, as well as a lower risk element we have in Projects. 

Frankly, the lump sum turnkey projects are the ones that we tend to have the direct 

construction delivery focus on. The slight nuance, without getting too complex on it, is within 

Operations we do modifications work. We do that almost entirely on a reimbursable basis, and 

we use blue-collar labour to deliver that for those that are generally employed by us.  So 

there’s a – there’s a slight nuance there with it.  It tends to be modifications-orientated, it 

tends to be with our global energy clients, and it tends to be very low-risk. 

Mark Wilson: Thank you, and I appreciate the opportunity. So, one – a couple of final points. 

You have in the past given out headcount for the divisions, and – but in recent years you’ve 

focused more on order book, and yet we’re moving away from fixed price lumpsum.  So have 

I missed anywhere in the results? Is the headcount given out? Just – that’s the first point, 

and why wouldn’t it be, the second. 

And the
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roughly about 40 million.  Absent that, our working capital was flat. You know, as we’ve said, 

as we go forward, we feel we’ve done a lot of the de-risking of our business.  You know, you 

can – you know, the proportion of lumpsum activity in our business is considerably less. We 

don’t see that being a big step up, so we don’t see the big inflow in advances, but equally we 

don’t see it being a big step down going forward. 

Robin Watson: Any final questions? 

[END OF TRANSCRIPT] 


