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1993 18u2

im o

Turnover 3,518 3,56
Exceptionaf iteins - 2681
vsearch ang d’eve!opment (ner) (253 {22%
faxation 76 11841
s} auribueable to shnrchol'dcrs 63 2023

Equire shnrehoiders’ fungs L2258 599

L-’ﬂrm'ngc/( loss) por ordinary share. nee bagjy F95p

120,39
~ net basig before exeeptional jrepg 3.95p

6dop
S.00p S.00p
6

Divideng Per ordinggy. share

s

Average ttimber of ordinary ghy s in fsgye L058y,
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Cogporate Irohle

Rolls-Royce is a high integrity engineering group bringing advanced
cost-effective technology to aerospace and industrial power systems
markets worldwide.

With extensive international experience and outstanding
technological skills we are making Rolls-Royce a world marker leader
in its chosen product fields: aero, marine and industrial gas turbines,
power generation, nuclear engineering and materials handling.

Re""-Royce operates through two main units: the Aerospace Group,
specialising in gas turbines for civil and military aircraft; and the
Industrial Power Group which designs, constructs and installs complete
power generation, transmission and distribution systems and major
equipment for marine propulsion, oil and gas pumping, offshore and
defence markets.

Today’s Rolls-Royce is a significant supplier wherever cost-effective
engineering solutions are required. In 1993 more than 70 per cent of its
sales were achieved overseas.
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Charrman’s Statement

1993 was my first full year as Chairman of this
famous internarional engineering company. It was
a year in which considerable progress was made,
despite the continued difficule macker conditions.

Profit before tax rose o £76 miillion (1992 logs
before tax £184 million) on sales which fell slightly
to £3.5 billion (1992 £3.¢ billion),

Cash was generated from operations despite
spending £92 million of the provision made in
1992 on extensive resteucturing, The restructuring
will continue through 1994,

A successful Righes Issue in September raised
£307 million net of costs and [would like to thank
alt sharcholders for their support.

This Issue steengthens Rolls-Royce’s competitive
position and enables the Group to maintain a
strong balance sheer whilst continuing with its
capital investment programme and the
development of the technologies and products
which are the key to its market position and
future growth,

The Rights Issue, along with the cash we
generated from opera tions, led to a year end net
cash balance of £473 milljon.

We made outstanding progress during the year
with the development of new products, in
particular with the Trent family of engines.

The Trent 700 engine, for the Airbus Inclustrie
A330 aircraft, was certificated on schedule at the
end of the year. The initial running of the more
powerful Trent 800 engine for the Boeing 777
aircraft was very suzcessful, with high powers
being achieved almost immediately. I cannot
remember any new engine performing so well ar
such an carly stage,

Good progress is also being made with the
development of the 50 MW industrial Trent,
which achicved its launch order during the year.

Similar excellent progress has been made with
the BMW Roils-Royce BR710, the core of which
first ran in mid-year, the EJ200 combat engine and
the exciting WR-21 advanced marine engine being
developed with Westinghouse for the United States
and other navics.

We won significant new business theoughout

2 RollsRoyee pic

Sir Ralph Robins, Chairman of Rolis-Royee ple

the year including several large contracts for both
the Acrospace and Indusrrial Power Groups, As a
resulz, we maintained 3 good forward order book
with a year end value of more than £6 biilion,

The long recession in the world’s airfine
industey seill continucs, and as yer there are few
signs of recovery. Our military engine business has
continued to reduce with the worldwide cur-back
in defence spending, These market conditions
underline the importance of our restructuring
programme.

This programme, which invalves che closure of
several sites and inevitable further reduction in the
number of employees, is on plan und is essential to
enable us to mainmin oyr competitiveness. Similar
actions are being taken by our two principal acro
engine comipetitors,

As part of the restructuring programme, we
have ercated new companies for commercial acro
engives, military acro engines and acro engine
services. These companies are profit centres and
will foeus activity on the particular needs of thejr
customers,

The Industrial Power Group has had a generally
satisfactory year in markots somewhat less affecred
by recession than those faced by the Acrospace
Group. Rationalisation of the Industrial Power
Group continued through the year, including the
disposal of some non-core businesses, the sale of
which has contributed to the overall reduction in
the total workforce.




A PR

Last year I gave evidence to the Select
Committee on Trade and Industey during its
review of the UK ae. ospace industry, Towards
the end of the year, the Government published its
response to the report and despite its somewhat
disappointing tenor, we look forward to
Government and [ndustry continuing to develop
a relationship that will benefic UK aerospace
and manufacturing,

An important issue for Rolls-Royce is to have
aero engines included in the new GATT agreement
and during 1994 we will press our case to make
this happen.

The Government was supportive of our
marketing effores during the year. I accompanied
the Prime Minister on a tour of the Far East during
which he visited Connaught Bridge Power Station
in Malaysia where he unveiled a plaque to mark
the completion of an important Parsons project to
convert the station to combined cycle operation.

Our overseas strengths are evidenced by the
position of Rolls-Royce as one of the top five
UK exporters. This achievement has gone
hand-in-hane with our improvenments in
productivity and is a credit to the workforce.

We have recently instituted some changes at
beard and senior management level, Mr Richard
Maudslay, Managing Director of the Industrial
Power Group, joined the Board in January 1994,
Mr John Rose was appointed Deputy Managing
Dircctor of the Acrospace Group with effect from
February 1994, In April 1993 Mr Clyde Harris
became Company Secretary following the
departure of Mr Richard Henchley,

Sadly, Sir Philip Shelbourne, a non-exceutive
director who retired in 1992, died in April 1993
and [would like to record the Board’s gratitude
for his valuable and devoted service.

In her Birthday and New Year Honours Lists,
Her Majesty ‘The Queen graciously bestowed
honours on two of our employees, Mr Alan
Plumb, Regional Director for Korea, received an
OBE and Sgr Major Steve Radford, a member of
our security staff, an MBE. | congratulate both
these colleagucs,

Prospects

It is the Board’s inlention to continue to improve
Rolls-Royce’s position in its two key macker
sectors, acrospace and power generation. In civil
acrospace we are now taking 25 per cent of world

foye tea
et
Pagwryd B.Jrﬁi‘-"'

orders and with gur current product pertolio
there is no reason 1o doubr thar we £an secnre a
greater share of this business. The Industrial Power
Group®s access to market will be progressively
widened through its relationship with the
Westinghouse Corporation and its alliance
partners.

Collaborative ventures are a very important
factor in our future growth. The continued success
of Cooper Rolls, our joint company with Cooper
Industries Inc., is very gratifying and this company
has become a world leader within the gas and oil
production industry, Qur joint compasy with
BMW AG, BMW Ralls-Royce, has had a splendid
start. With the launch of the BR710 engine for
both Gulfstream and Canadair for their long range
business jets and the subsequent selection of the
BR715 for the McDonnell Douglas MID-95,

BMW Rolls-Royce has achieved a dominant
macket position,

1 firmly believe that we have world class
products and a name and international reputation
that is the envy of our competitors. We also have
very highly skilled peopte to whom 1 would tike 10
extend my thanks for their hard work, dedication
and co-operation throughout the year.

Our extensive reorganisation will lead to
progressive improvement in the efficiency of our
operations and allow us to exploit our growing
worldwide business opportunitics,

In considering the outlook and market
conditions, and as indicated in the Rights Issue
prospectus, the Board has recommended a final
dividend payment of 3.00p a share, making a rotal
of 5.00p for the year.

Rotls-Royce is sound financially and technically
and strong in international markets, These are
qualities that will enhance our position as onc of
the world's lending power systems companics.

ook T e
¥ ey

i)

=y
e

Sir Ralph Robins

Chairman

March 9, 1994
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Lhirl MO Review oo Mg,

D Terenge § lartison, Chief Exccnne

Rolls-Royce continues to develop ag 3 major player
in geowth markers worldwide. To achiove
continued comniereiq) Success our management
understands that we must provide higl quality
reliable products which give minimum cost of
ownership for our customers,

To this end, the main cheust of gup efforts hag
been in the following arcas:

* continued investmene in a high leve] of research
and development i both our Aerospace and
Induserial Power Groups
further Progress with our radicq] restrueturing
Programme to ensure thyr our engineering and
manufacruring capabilitics are competitive in
world terms
reduction of our involvement with acrivities
which are peripheral to our mainstream
operations
modtfication of management structures o
pinpoint accountability and foeyg on the real
priorities of the business, wich increasing
emphasis on inventory levels and cash
management,

Aerospace Grouy P operations

The formation of 1h FEC Rew companics within the
Aerospace Group is & clear manitestation of gur
intention to maintain our position in world
markets, More than 85 per cent of Acrospace

4 Rolls-Royen ple

Group producrs aud services are for export
markets. The Broup is headquarrered in Derby
where mose of our advanced research and
development work is undereaken, The commerciyg
aero engine business iy also centred ip Derby aud
the military agro eugine business iy Brisrol,

Rolls-Royce Conmmereiat Aero Engimes Linged

The marker for comuuercial airerafe engineg
remained depressed, However, iy ik environmegy
where new orderg are rare, and cancelled or
deferred orders comon, we hay e suftered lesg
than some of oyy competitors, sccuring 25 por
cent of new businesg announced worldwide
during the year,

Reliabitity and Jow tatal cose of ownership
remain the by-words for our turbofan products,
The number of Boeing 247.400 airerafr achieving
more than 15,000 hours without removal of
any of their origing| RB211-524 engines continyes
to increase,

Significan: orders from United Parcel Service,
Continental and USAir confirmed the RB211.535
as the engine of chojge for more than 80 per cent
of all Boeing 757 operators,

On the Fokker 100 the Tay conrinues tq prove
its worth in service with customers worldwide,
Airlines which placed orders iy 1993 included
New Midway, Air UK, British Midland, Royal
Swazi Natong] Airways and Transwedo Alirways,
The Fokker 70, a new regional airliner also
powered by Tay tngines, wag faunched with orders
from Sempari Ajy and Pelica Air Service in
Indonesia, followed by Mesa Airlines in the USA,
Air Littoral in France and Britjsh Midland,

The Trenr 700 engine made its fipge flight on an
Aitbus A330 from Toulouse iy January 1994,
while the Teent 800 for the Bocing 777 also passed
several significant milestones on, ar ahead, of
schedule ang achieved q world record theuse Jove]
of 106,000 |1, during rowting development testing,
Twould particularly fike 1o thank everyone
involved in the Trenr progranume for their
excellent effores during the year.
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The Vasop volltboragye ngume prograsime
made good PrOgress with certification and firse
flights of the ‘DS varane op the A321 and
McDanne]] Douglas MD.9p, The -AS varian,
entered servive with both Unjred Aizlines apy
Lufthansa,

Barw Rolls-Royee contirmed its posirion in the
long-r.mgc business jer and regiana| jet markers
with the selection of the BR>10 engine by
Canadair for the new Global Express aireraf and
the BR71S for the M tanpelt Douglas Aip.95,
The core af g ddederd whofan family ran on
schedule 4y Jan, )

Rulls-Royce Military Apr Fugines e,

In the face of declining defonce erpenditire aug
powerful competition, the military engine busingss
nevertheless achieved g satistactory performance,

The business i incrcasingly orientated towards
eXport sales which oy, Fepresent 70 per ceng of
our total milirary activizy, Encoumgingly, our
order book increased during 1993 i spite of the
overall decline i defence orders worldwide,

Notable in 1993 was the signing of the Al
Yamamah |1 contrace involving more than one
hundred RB199 engines for Saudi Arabia, with
scope for furcher sales of Adour engines,

An agreemene between the USA, Iraly and
Spain enabled the multi-nationg| Harrier 1] plyg
Programme o proceed, leading 1o continuing
Pegasus engine business i, these countrics,

The US Navy confirned that the cogt effecrive
Adour will remain the sole Powerplant for jrg
T-43A Goshawk trainer although acquisition of
the aircrafe wil] be spread over a longer perjod,

Europe’s newes; nilitary Powerplant, the
EJ200, achieved its clearance for flight in the
Protoeype Eurofighter 2000. With the EJ200,
Rolls-Royce and our European parmers are ar the
forefrone of combar engine technology,

Elight trials of the EH101 Merlin naya
heIicoprer, fitted with three RTM 322 engines,
showed good resules, Re-commitmen; of the Royal
Air Foree's intenr o purchase RTM322 powered
EH{015 in the future was also encouraging,

Further export sales brought continuing success
for the combination of the Gem 42 engine and the
Super Lynx helr'coprcr, now dominang jn naval
helicopter Mmarkets,

All our €ngine progeanunes are running on e
and we have achieved high standlards of quality,
reliability ang delivery,

b Rolls-Royee pke

Rolls Rovce 4cn . Eegine Ser s 1 trozeeed

The focus provided by ghe formagey 6
Rolls-Roye Aero Engine Sers e, f0gether with
extensive nerwork of servi

facilicies, Provides us wip, Qpporunites
in the highly competinve aftermarkey for acro gas
turbine products,

The reallocarion of work between sres and
stbstanriat investment iy specialised workshops
and maintenance centres has helped rq mprove
Productiviry, This, with the emphasis o Fagrep and
more costeffocrive service and she abiliy 1o
aperate in a more earrepreneurial fashion, has
helped us o wits new commerciai aerg engine
overhaul work,

The volume of military engine business hag
declined, by we have successfully rerained our
significant share of this marker and 5€Q some now
OPporwnities both iy the UK and verseas,

A joine venrure with Howmer Corporatjon has
been formed 1o take advangage of paris
refurbishmene Spportunities in Nogeh America, We
have alsg undertaken more Parts refurbishmene
aceiviry fop overhaul baseg overseas,

In tozat g0 Pereent of revenues wepp from
€Xport customers,

A l:mu/}u'mring and Procurenpns

An importan; developrient jn 1993 was the
formation of two business units, Manuﬂlcruring
and Procurcmenr, to pravide incrcasing focus on
e manufacturing capability and
at of our globaj supply netwarl,

The Manufncmring organisation achieved its
best-ever delivery performance in 1993, even as it
adjusted 1o 4 reduced leve] of demand ang the firse
year of a two-year £ 00 million restructuring
programme,

Through improved Process conrrol we have
reduced floop Space and inventory while l'mpro\'ing
pProductiviry, Areas which have benefitted fron,
this process-led approach, such as oyr precision
casting and fully interacrive machining facilities,
Provide a highjy competitive advaneed
manufacturing capability,

The external Procurement appy continued 1o
develop the supplier base inte fewer, more
compeent suppiieps and, to this end,
implemonted a formal supplicr Performance
ranking ¢ yseem,
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Inderstrnal [ow oy Leroup operatiops

The Industejal Foswer Growp bri s togeshee rhe
normaero aenyjties of the Cotapany aad is pne of
the woeld’s mosg comprehensive proydegs, of
sysfems for power Beneration and Iransmission,
warine propuision, the oif and 83s Industey and
materiafs handling, The business s centred on
Newcastle-upon-T yoc,

1993 wasa year of steady peformance within
Industrial Power especially when ser against the
depressed marker scene, The developmant of the
Westinghouse allianiee, which inclides MY o
Japan ing FiatAvio of Iraly, way an importam
feature of Industrial Powey operations,

We are working with Westinghonse on many
projects and we extended the wansfer of
technology on varjous Bas and steom turbines,

The year saw our Ing ustrial Powe companies
reacting positively ro our customers® changing
needs, especiafly in the developing independent
brivate powerplang fick] and the aftermarker,

Rolls-Royee Poweer By sitieerine ple
) /{ 15

All our major operating companies in the electrical
Power generation and transmission seetor suyw
important marker dcvc{opmcms, particularly in
India andl the Far Eage. 1993 began and ended
with the focus firmly on India. iy January
Laccompanicd he Prime Minister on an
cxport-hoosrfng visit to India and, in November,
rethirned to sign fetrers of award for power stations
worth £660 million, under which Parsons has been
selected to provige total tuenkey project
management for both the Balagarh ang Chandil
00 MW coal-fired Power station projects, Parsons
has also been sclected to bitild rhe £110 million
Godavari 200 MW gas-fired combine cyele
power station, with Westinghonse sy pplying the
8as tuebines,

Parsans, together with \\'/cstinghousc, won a
contract ro vefurhish farge power gencration
equipment for the Tennessee Valley Authority's
Colbert power station in Alabama, This will
modernise an existing sicam turbing generator
manufactureed by Parsons some yeirs agp,

Reyrolle’s major Suceesses in Middle ang iy
East markets, with i range of high voltage gas
insulated switchgear, merited the Queen’s Award
for Export Achievement in 1993,

Iternational Combustion continued advineed
work on low NOy burner systems to help che

12 Roll Reyee ple

S T
A A i)

swerld's ik ey sueor Ll wrr g AU
standards and suped ow emmeaiens CYlTRY
ko several plants 1o ohe 144 and fpaun,

Our nareygals handlog dnvanes, & Aarde
Chapunan, had 4 sireagssind year anglidung ahe
completion of the £4¢ mulbios fuzedey wowect ar
Liverpools Gladstone Dack ¢opl handhug sempnal,

Rolfe-Reonep fudusteoat & Masmse
Ges Turbunps Luneg of

The marker for Bas tuebwnes i the gl and Ban
sector wis much reduced iy 1 993 but we retainey
our dommant share of this busjuggss through our
foint-vearuge cempany, Cooper Rols., Five
European oil and Eas companies ordered wdustiz,d
RB211 powered Coberra units 1o the value of
L120 million, Coberra sets were also ordered for
use in Malaysia and the North Sea,

The 50 Mw industrial ‘Treqy i the moyr
significant currene product investienr by the
Industrial Power Group. With our partier,
Westinghouse, we announced the first onder for
the Trent Econopae, This version of the Trent will
have the highest open-cycle efficiency of any gas
turbine i the world,

Work ta design, manufacture and test ghe
WR-21 intercaoled recuperated gas rurbine for the
US Navy, ir, conjunction wirh Westinghouse, hag
been accelerated 1o meer other possible marker
opportunities,

Rolls-Royce Nuctear Engineering Lonited
Rolls-Royce and Associazes won g major conze,,
for in-service support of Britain’s Tridens ’
submarines, the firse of which, HMS Vauguard,
was formally accepied by the Royal Navy in 1993,
We have provided the Steam supply system for all
the UK’s nuclear submarings,

We demonstrared oye twehnical capa bility in
civit nuchear systems by completing unportang
coutracts at Sizewell B angd FHunterston B hower
stations,

In Qetober, Thomypson Defence Projects wou 4
£120 millioy contract from the UKy Ministey of
Defence to build (he NOXT generstime of bridging
systems Jor the Beivish Army, This s¥ystem,
‘Bridging for th 19905’ (BR90), keeps the UK at
the forefrong of military bridging technology and
has substantial export siles potemial,
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Rolls-Rayee Idfestries Crnada Ine, its certificarion requirement awithun guse wohours
of the starg of jrs fiest pug,
Our €ompany in Canady is tzking the lead jn The excelfenc technical performance of she
developing the industrigl Tren, A aew indusir)a) EJ200 continges 1q vindicare the Company™s £ty
8as turbine resg facility - ap g POrLant step in this investment jn demonstraror Programmes 10 prove
j It on schedule in Montreal, The new technologies sych as advanced high
Trent EconoPac was for an temperature turbiye biading and lightweighe

installation iy Canada, structures,

Rolls-Royce Canada sales included major new We continue 1o investin necessary addinzans 5o
Maittenance contracts and completion of the our aero engine tesy facilities, At Derhy, this year
200ch industrial RB2 1. On the CF-5 programme saw the opening of major new test bed, the
Bristol Acrospace rerurned the first of 46 fully tpgrading of rwo others and a peyw high pressure
modernised fighter aireraf: o the Canadian Forces, facility for component rig testing,

Amongst our advanced engineering projects ali
the componens for an advanced core for futyre
Research and development activitieg three-shafy engines were tested and we achieved
more than 5,000 cycles for our third generation
Suceessful rescarch and development remains the single crystal turbine blades materials ar mean
key to the exploitarion of new markers and fueure temperatures up 1o 1,600°C.
Browth, 1993 say increasing commirment to this On the Industrig] Power front, our commitment
activity incliding che teansfer of technology to reducing environmenta) impact is illustrated by
between parts af the Group to improve the work on the Dry Low Emissions RB2] 1 by
competitiveness of oup products, Rolls-Royce Industrial & Marine Gas Turbines

New rescarch ang development programmes and the Trenp EconoPac by Rolls-Royce Gag
were launched in 1 993, covering both the Turbine Engines in Montreal, International
Acrospace and Industrial Power sectors. The Combustion continues importang work on the
Proportion of this work that we have to fund development of low NO,, burners,
ourselves has incrensed as Governmenr ang other Based closely on the Trent 800 acro enpine
external sponsored research declines, design, the Trent EconoPae turho machinery is set

Thereis a growing emphasis on further to follow the outstanding market performance of
cnhancing the environmenga] acceptability of oy the RB211 industrial derivative,
products. All our current range of commercial perg Another important RB211 derivative i the
engines more than meet legislative requircments inter-copled regenerative WR-31 for matine
but long-term research towards further applications with the Us Navy. The WR-21 adapts
improvemenr continues, Iy particular, we are components from various markg of RB211 into an
working to reduce Baseous emissions from advanced eyele machine, The principles will be
industrial and goro Bas turbinies and from thermal capable of further explofration in commercig]
power stations, applications, The first development engine iy dyp

The rigoroys certificarion programme for the to start testing during 1993,

Trent 700 turbofay demonstrared the excellene Parsons Turbine Generarors js developing a
reliability of this engine and covered multiple bird series of modular single cylinder turbines for
strikes, ingestion of hail, water and ice, cold combined cycle nen-reheat applications 1o extend
statting and relighting and handling ar simulated the Powerrange of machines available in the
altitude, The moge critical hurdle - 4 fan blade market plage,

containment test - wag achicved at the first Reyrolle is dcvcloping new and improved
attempt, medium and high voleage switchgear, The range

Our most powerfy engine, the Trenr 800 of open terming) circuit-brcnkcrs, for example,
turbofan, which has been largely designed on is being extended in order to meer oversens
computer and construcred without the use of Paper  requirements for IS0kV, and work ona 300ky
drawings, has made an outstanding stare to jrs single break design has begon,
development programme, demongtrg ting pood
functional performance a5 well as its theusy
potential, The engine produced maete power thap

bt
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Michael Townsend, Finance Director
Results for the year

Turnover, at £3,518 million, was marginally dowu
on 1992 reflecting the difficult marker conditions.
The number of civil engines delivered declined
from 443 to 413 and civil spares remained flat,
The military business delivered more engines than
in 1992, buc was affected by the reorientation of
the Ej200 development programme. Industrial
Power sales fell by 3 per cenr with lower Power
Engincering sales partially offset by increases in
Canada and Industrial and Marine Gas Turbines.
Exports amounted to 72 per cent of sales,

Profiz before tax was £76 million {1992 was a
loss of £184 million, after exceptionat charges of
£268 million), An improvement in the achieved
dollar rare contributed £23 million to profit, by
gomparison with 1992, bur this was more than
offset by a £24 million increase in net research and
development costs, reflecting the high level of
activity associated with Trent development and a
reduction in fees received from partners and
others. Risk and revenue sharing partners cu s =ently
represent 19 per cent, net of our own interests, of
the Trent progrumme,

Profit attributable to sharcholders amounted to
£63 million (compared to a £202 million loss in
1992), The resulting carnings per share were 5.95p.

Good progress has been made with our
resteucturing progranmme. for which we provided
in oue 1992 financial statements. Expenditure

charged agaiast this provision 1n 1993 amounned
to £92 million. Employment levels fell by 3,600 410
25.500) in Aerospace and by 2,400 310 19,9001 4
Industrial Power {in¢luding approximarely 0% an
busiaesses which have been sold during the year),

There was a net cash inflow of £389 vullion in
the year (incleding the proceeds of the Righes lssue
in Seprember 19933,

The Group’s accounting policy on rescarch and
development {see page 29) 15 to write off ali
expenditure as it is incurred, except where and to
the extent that it is covered by a customer order.
This is a prudent policy in that vur substanual
investment in technology is not represented as an
asset in the balance sheet, At the present time
research and development in the Aerospace Group
{s running at approximately 10 per cent of
turnover, which is above our long-term rarget level,

The accounting policy for certification costs is
also disclosed on page 29, Currently £13 million is
carried forward in prepayments, although this will
increase in the short term as certification of the
Trent 700 powered Airbus A330 proceeds.

Capital structure

The Group is financed predominantly through
equity capital. The Board considers this
appropriate ar present.

We repaid a £150 million Bond upon macurity
in July 1993, Later in the same month we issued a
ten=year Bond denominated in US dollars, and
marched by future US dollar trading receiprs o the
sterling equivalent of £198 million. In September
we made a one-for-four Rights Issue which raised
£307 million afrer expenses.

The maturity of the principal debr outstanding
ar December 31, 1993 is shown in Notes 16 and
18 to the financial statements. I addition to these
horrowings, the Group has committed Facilities to
the value of £250 million from a number of banks,
These facilitics expire in 1996.

The Group has entered into niet worth and
debt/oquity based covenants with its leaders. There
is curreutly a significant margin over these imits.

Rolls-Rovee (ke 18
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Current hgundin,

The Group Cash Fhow Statemncne 15 shown on
Mge 26, As analysed in the *Reconciliation

with the Group Balance Sheor' on page 27,

net cash balances a1 December 31, 1993 were
£473 miflion (1992 £84 mithon). The major
elements in the improved balance are the proceeds
of the Rights Jssue and a significane reducrion
working capiral, partly affset by the cost of
restructuring,

The Group’s net cash position is subject to wide
variitions, The average position over the year was
£96 million overdrawn (1992 £12¢ million
overdrawn),

Foreign exchange mnagemene

The Group’s dominane currency exposure is 1o the
us dollar/srcrling exchange rate, (S dollar income
represents approximately 4 per cenc of Group
sales. Taking accoune of expenditure iy dollas, the
Nt exposure is reduced 1o 25 per cent.

The Group hedges foreign exchange rigk,
removing approximately §5 per cent of our
expostire to the volatility of the US dollar
exchange rate, US dollar cover extends for periods
Up to ten years, but is primarily in the 1-5 year
time horizon. Toraj cover currently represenrs
approximarely three years net dollar income,

The Group's exposure and forward cover are
closely monitored, regularly reviewed by the Board
and considered w deraj] by a specialise commitree
on a quarterly basis.

Sales financing

The provision of ﬁ'nnncing Support to customers jg
a feature of the erospace industry and takes g
‘ariety of forms.

These can include Buarantees as to the furyre
value of aircrafr, or the provision or guarantee of
finance to the airling customer both prior te, and
following delivery of the aireraft, Such guarantees
are, in general, secured on the aircrafr,

Any contrace including such support is subject
to strict approval procedures and policy limits and
is regularly monitored. Our associared
undertaking, Rolis-Royee & Pareners Finance
Limited, participates in a number of these
arrangements,

The net contingent hability, after taking acconne
of the value of the relevane security, amounted o

16 Rolis.Rope ple
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£13 nullion at December 32, 3993, The &vmoup hay,
sutfered o signshicane Tosves grom sk
Atrangements, and the direorors egand she
possibility of anv such Jogs AL 2 Iemege.

Tasanon

As a result of expendiure on restructuning, wuch
Was provided for in the 1992 financia] statements,
there is no mamstream UK corpoganon gan pavable
on the 1993 profits, The Group’s UR xax Josses
carried forward have increased 10 approximarely
£325 millicn and these losses age avadable for
offset against furure UK trading profiss.

Because there is no Uk tax payable in respect
of 1993, all the advance corporation rax (ACT
generared by the 1993 dividends has been wrirgen
off. Ac the end of 1993 £141 million of ACT was
available to offser furure corporation tax habilitjes.

The 1993 tax charge represenig, principally,
ACT written off and ax on overseag earnings,
Because of the high ACT element, the tax charge is
refatively stable, bug produces a high tax raze m
periods of low profirabiliry,

Risk management and insurance

The Group has, over recent years, paid increased
arrention to risk Management, seeking to enhance
Awareness ac all tevels of the cost and business
impact of both insured and uninsured losses,
Where appropriate the Group retaing risk using
its insurance subsidiary Nightingale Insurance
Limired. The amount of net retained rigk i
currenty £15 million, The Board receives an
annual Risk Managemens Report and o
sub-committee of the Board reviews the risk
Maragement programme half-yearly,

Pension funds

The Group operares twe principal pension funds,
both nf which are adminiseered by Trustees and
which are independent of the management of the
Group. The Funds are not permitred o hoid any
direct investment in the Group's assets or cquiry.
The Funds are subject to wriennial valuation of
their assets and §ia bilities by independent qualified
actuarics,

Releva 1t derails of the basis and results of these
‘aluations and of contributions o the Fungs by
the Group are included in note 27 1o the financial
statements,




Jnes el wontral

The directors are responsible for establishing
internat control practices and systems which
provide reasopable assurance of the maintenance
of proper accounting records and the reliability of
financial information used within the business or
for pubilication. In the exercise of this
responsibility, the Group has an Audit Committee
comprised solely of non-executive directors, which
wmeets with the executive directors and with the
anditors several times a year. Audit conmittees
also operate in Canada and South Africa.

An internal audit department waorks closely with
the external auditors, and operares to a
programme agreed with the Audit Conumittee.

Inn addition, finance and general management
are required ro acknowledge, by interview and in
writing, thar they are aware of their responsibility
to operate adequate internal control systems, thar
their financial cesults are properly stated in
accordance with tnternal and statutory
requirements and that they are appropriate for
inclusion in the Group financial statements,

Share eapital

During 1993 the price of the Company®s shares
ranged between 97 pence and 174 pence, Over the
year it outperformed the FTSE 100 index {to
which the Company was readmiteed in Seprember
1993) by 20 per cent, The price includes the effect
of the Righrs Issue, which was 87 per cene taken
up by existing sharcholders,

The Company’s Articles of Association contain
a restriction on the total foreign share ownership
of 29.5 per cent of the issued share capital,
This limit, which is being reconsidered by Her
Majesty’s Government, was exceeded in July 1993
anel some foreign sharcholder were foreed to
dispose of their shares on a last in, first out basls,

Rolls Rovee ple 17
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Regart of the Direstors

The directors present their reporr and the audieed
financial statements of the Group for the year
ended December 3¢, 1993.

Principal activities

The Corporate Prafils (page () describes the
Group's principal activines,

Results for the year

Profir before taxation was £76m {1992 loss
£184m}. Profit ateriburable to the shaveholders,
after taxation and minority interests, was £63m
(1992 Toss £202m). The direcrars recommend a
final dividend of 3.00p a share. With the interim
dividend of 2.00p a share, paid on January 10,
1994, this will make a ol dividend of 5.00p a
share for the year {1992 5.00p). Subject 1o
approval of the recommiended final dividend, the
ol cost of dividends for 1993 is £56m. If
approved, the Company will |2 iy the final dividend
on july 4, 1994 to sharcholders vegistered on

April 4, 1994, Conscquently £7m has been added
to Group reserves.

The Chairman’s Statement, the Chict
Fxeeutive's Review of Activities and the Finance
Preectn's Review together give information
relating to the year’s operations, research and
development activities and furure prospects.

Employment

The number of Group employees ar the end of the
veir was 45,800 {1992 51,800) of whom 25,900
{1992 29,5000 were in Aecospace and 19,900
(1992 22,300) were in Industrial Power,

The Group’s policy is to provide, wherever
possible, employment opportunites and training
for disabled prople to make the best possille use
of their skills and potential. '+ also operates an
eiual opportunidies policy, details of which are
available to all employevs.

There are various forms of communication
across the Geoup, each adapted to the particular

1 T, W
)

needs of indurdual businesses, The Graup sensults
with employees and their elegred representatives on
a comprehensive range of topics which relate 1 ats
overall business objectives, Management and
cployee representatives hiold regular meerings at
every location (o discuss problems and
opportunities.

T

= o«
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Health, safery and the environment (HS & E)

In 1993, industeial accidenrs remained az a kevel
substantially below the average for simnlar UK
enginecring companies, although regretably the
year was marred by a fatal aceident to an
employee, A corporate HS & B conuvittee, chaired
by the Chief Exccutive, assesses the Group's
activities and reviews its performance,
Safety representatives and safety committees
encourage workforce involvement in these issues,
1993 saw significant progress in increasing
awareness of HS & B requirements among
management and employees in all pasts of the
Group, This has helped the assimilation of the new
health and safety legislation and related rrainng,
has been implemented throughour the business.

The Group is conumitted ta best environmental
practice and continues to strive to reduce the
envivonmental impaet of its products and
operations. Success continues to be achieved in
energy conservation and active measures continu.
to be taken to reduce or eliminate the use of
materials harmful to the environment,

Copics of the Group’s Unvireianent Policy are
available on wristen request o the Company
Scererary,

Training

Training to support business objectives is a vital
activity, During 1993, 122 school, college and
university leavers joined the Group as trainees. All
of these trainees were recrnited into the Industrial
Power Group where the level of trainee intake is ar
approximately the same level as the previous year,
No trainees were taken into the Aerospace Gronp

Rulls-Ronae P‘.\ I 9




during the year due to the implenkensation of 2
nmajor restrocturing programme, However, the
Company guaranteed thar all rainees would
complete their rraining and approximately 90 per
cent of those who completed their seaining in 1993
are now employed on a full-time basis,

The Group has 1,079 trainees eugaged in a wide
range of training and personal development
aerivities. A variety of in-house training sessions
were developed to meer demands for improving
the effecrivencss of people in the business, from
which more than 28,000 employees benefirred
in 1993,

The quality of Rolls-Royce training was
publicly recognised with the award of an
individual National Training Award to Joanne
Trelford from Rolls-Royce and Associates, part of
the Industrial Power Group.

Three engineering rechnician trainees from the
Aerospace Group undertook a project for the
Derbyshire Royal [nfiemary. [n addition o
winning the regional final of The Young Engincer
of Great Britain competition, each will receive the
Crearivity in Science and Technology (CREST)
gold award issued by the British Association for
Schools, Science and Technology.

As part of their apprentice training, in support
of the Group's extensive taining programmes in
China, a teamn of three enginecring apprentices
from the Ansty site assisted in the teaining of
students at the Civil Aviation Flying College at
Guanghan. As a result, the Civil Aviation
Administration of China invited the team to China
for a week as its guests.

Our training centres conrinue to operare Youth
Training Schemes for unemployed school leavers
and in 1993 some 147 starred the programme,
making a total of 261 recciving training of this
kind during the year,

Directors

The directors listed on page 18 were in office
throughout 1923 apart from Mr LJ. Clark who
was appeinted on February 1, 1993 and Mr R
Maudslay who was appointed on January 1, 1994,
The directors retiring by rotation at the
Annual General Meeting on May 25, 1994 are
Sir Gordon Higginson, Mr §,C. Milier, Sir Ralph
Robins and Mr [.E.V. Rose. They offer themsclves
for re-election. Mr RUH, Maudstay, the new
director, rerires ar the Annoal General Meeting,
He offers himself lor re-eleetion,

20 Rols-Ruyee ple

Mr R Maudslay ava M J3.2 Fose have
seryice agreements avhich are sabioursotwo deavy
nonce of rernananon. S Ralph Rolbuos has a fxpd
term service agreeraent which expires wethin tlvep
vears and Mr 5.0, Muller eeaches rormal
reirenent age within three years. Sirdiordan
Higginson does not have a service agmement,

All are subject 1o re-cleciion hy rotation every
threr years,

The Company has renewed an insweance palicy
to indzmnify its dircctors and officers against
liability when acting for the Company.

The Board is not aware of any siguificant
coutract with the Company or its subsidiary
underrakings in which a direcror has, or has had,
a marerial interest.

Note 22 1o the financial statements gives dewuls
of directors’ share interests.

Corporare governance

The Board welcomes the recommendations ser ot
in the Code of Best Practice issued by the Cadbury
Commiuee o the Financial Aspeers of Corporate
winvernanye, As tlie Chairman indicated in his
1992 Suatement, rhe Company complied in all
major respeets with the Code,

During 1993 opportunity has been raken to
formalise certain nvatrers which had previously
been deale with on an informal basis by adopting:
i) an agreed procedure for directors, in

connection with their dutics, to take

independent professional advice at the

Company’s expense
ii) a formal process for the selection of non-

executive direcrors whose appointment

Is a matter for the Board as a whole.

The Company is now in full complianee with
the provisions of the 17 paragraphs of the code
currently in foree. Guidance is awaited from the
accountancy profession on the remaining two
paragraphy regarcding reporting on *incernal
control’ and on ‘poing concern®.

The auditors, KPMG Peat Marwick, have
confirmed to the direetors that they are satisfied
thar this statement approprisely reflects the
Company’s compliance with the Code of Best
Practice, insofar as it relates to the paragraphs of
the Code which the London Stock Exchange has
specificd for their review,

Members of the Audiv Commitiee,
Remuneration Committee and Nonvination

Sommitiee are identificd on page 8.




Fisedd assery

Group expenditare on tangible fixed asvers refated
mainly e msnnfacturing and engineering faeiiivies
amd supporting computer equipiment, Movements
in tangible fixed asscrs during the year are set qur
in rote 10 re the financiol statements.

Atthe end of 1993 a review of the Company’s
land and buildings was earried out by professional
valuers, which suggests a vatue marginally greater
than the figure shown in the financial staremenns,

Notes 11 and 12 to the financial statements give
the movements on investments,

Donations

During 1993 the Company made charitable
donations amounting to £208,000. The annual
donations budget is adminisrered by a commirtee
of the Board and by local site committees to a
policy predominantdy directed towards assisting
military services benevolent associations and
charitics associated with engincering, scientific and
educational objectives as well as objecrives
connected with the Group’s business and place in
the community.

A political contribution of £60,000 was made
to the Conservative and Unionist Party.

Close company status

The close company provisions of the Income and
Corporation Taxes Act 1988 <o notapply to the
Company.

Share eapital

Note 22 to the financial statements gives details of
the share capital and employee share schemes.

At the Annual General Meeting a resolution will
be proposed to give the directors authority, for a
further year, to allot shares for cash both by way
of rights issues and, for a limited number of
ordinary shares, to people other than existing
sharcholders.

The Company helds no notice of a notifiable
interest in the Company’s ordinary shares.

Andsers

A rerolution o reappomin 129 5= Yooes, KM Pea
Marwick, and to anthorise the direcross 1
derermine their remuneration Wi ke propused ac
the Annual General Mecting.

By order-ofdhe Board

.-‘

C.R Harris
Company Segretary

March 9, 1994
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Gronp Five Yegr Review
tor thie yeues pody 4 Decemtar 31

Profit and loss acconnt

Turnover

Trading profit!

Exceptiona) jrems

Research and development {net)*

Share of profits of Wsociated undertakings
Ner intc(c_sr (payable) receiva ble ) ]
Profit/{loss) on ordinary activities before caxation
T sation ) ) ] N
Profit/(loss) on ordinary activities after taxation
Attriburg ble 10 equity minority intereses ]
Profit/{loss) ateributable to the sharcholders.
Dividends

Transferred to/(from} reserves

Enruings/(loss) Per ordinary share
Net basis

Nil disteiburion basis

Ner basis before exceptional iremg
Dividends per ordinary share

*Research and development {gross)

Balance sheet
Fixed asscts
Current assers

e T R e e,

250
2,354

3,304
. 12,069)
1,235

Liabilities and provisions

“_'(2,1.‘39) )

L -
hRr e N

R

1992 Jry dun

Lay LU tm

3,562 367 2862

323 468 383

1268) 350 4!

229) 1237 ERENY
[ 2

(18} -

12161

[

{16} | A
{184; Y e 23
(25) 132) £36Y i3
{209 1w 140 o=
7 b o) 51
1202} 23 134 92
148) (] 16"y

(250) {46)

{20.39)p
(19.29)
6.46p
5.005)

{482}

243p
3A44p
5.12p
T23p

{498)

13.60p
I4.93p
18.68p

7.25p

(4803

".ﬂOp
1343)

T 885 827 ~32
2150 2,020 1,851
3,035 2,847

U880) (1,645 (1304
1,149 1,202 1,199

936
2107

3,053

914

Share capital
Reserves

Equity sharcholders’ funds
Minority interess jn subsidiary undertakings

194 193 192 192
929 972 93y

1122 1164 1,126
27 38 3

1149 la0a 1199

No material discontinged operations have ccurred,

" rading profit represeney 5ross profi legs commercial, nwrketing, produce suppore, general and administration

casts butis staied before exceptional iteins,

During 1993 there was 4 rights issue and accordingly the earningsftloss) per ordinary share comparatives for
1989 to 1992 have been restated to reflect the bonns issue clement,
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Durecrors' Responastbilities for the Faianaal Starements

Company law requires the directors to prepare financiat staements for each financad year which gne 4 tone and

faic view of the state of affairs of the Company amd the Group and ot the prolit for thar peried.

T peeparing those statements, the directors are reqinged to:

i} select smrable accounting policies and then apply them consistemly.,

ti)  make pudgements and estimates that ave reasonable and prodent.

ti) sesre o orher asyBeable accounting standards have been followed, subject o any marenaal deparures
disclosea and e spioed in the financial statements.

v} prepare thie financial seatements on a gong concern hasis undess it is inappropriase 1o preswue that the
Group will continue in business.

"The direerors are cesponsible for keeping proper accounting 1 ecords which disclose with ceasonable avcuracy at

any time the financial position of the Company and the Group and to epable them to ensure that the tmanaal

statements contply with the requirements of the Companies Ace 1935, They have general responsibnlay for

taking such steps as ase reasonably open o them & salogueard the assets of the Group and 1o prevent and detecr

traud and other irvegularitics.

Report of the Auditors to the Members of Rolls-Royee ple

KPMG Peat Marwick

We have andited the financial statements on pages 24 1o 47,

Respective responsibilities of divectors and auditors

As described above the Company’s directers are responsible for the preparation of linancial statements, 1t is our
responsibility to form an independent opinion, based on our audir, on those starements and to report oor
epinion to you,

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board, An audiv
includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial
statements, It also includes an assessment ol the significant estimates and judgenients made by the directors in
the preparation of the financial statements, and of whether the aceounting policies are appropriate to the
Group’s circumstances, consistently applied and adequarely disclosed.

We planned and performed our audit so as to obtain all the informartion and explanations which we
considered necessary in order to provide us with sufficienr evidence to give reasonable assurance that the
{inancial statements are free fron material misstatement, whether caused by frand or other irrq.,ul.nirv oL error,
In forming our opinion we also evaluated the overall adequacy of the presentation of information in the financial
statenents,

Opinion

In our opinion the financial starements give a true and fair view of the state of affairs of the Company and the
Group as at December 31, 1993 and of the profic of the Group for the year then ende:l and have been properly
prepared in accordance with the Co /p.um.s('kr‘t 1284,

wdric

KPMG Peat Marwick London
Chartered Accountants, Registered Auditors AMarch 9, 1993
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Group Profit ang Loss Accoune
tar the year endod Devanber B, 193

99
Notws "

Tt m':-—-a-—-—-n_-w-—'——-—-__,—-s —-m-ﬁ—-a—u-_.,-—_h-. T ——— b fa i TR re e L
Turmover 2 ERYR 3,562
Cost of saleg ~ inciuding exceptional items of il (1992 £268m) kY 12,9454 (3,307
—_—2 0 .,g.».........._,__,._,__...._,_.,_____‘__,.._.__,___q__....,._._,,.__‘_,m_,m__,_,,,‘ T T 1330
Gross profiy 323 255
Comnwrci.!l, marketing and Produce supporr coses $ILS1} {2105)
General and administrarive COosts 1899 {93}
Research and developmen {net) — S e W29
Operating profit/(loss) 172)

Share of profits of associated undectakings 6
—__.____._«_h——-_._____—-_.____-b___.._w-—-—_n_____,,____ . P
Profit/( loss} on ordinacy activities befare interest ] (1663
Ner interest payable and other similar charges 4 <124 {18)
= —_—f s e =R ¢ |
Profit/{loss) on ordinary activities bifore taxation

Taxation

i

o

. . sy ) [
Profit/{loss) on ordinary activitjes after taxating i
Auriburable 1o o uity minority inge ests in subsidiary y wdertaking
ributable ¢ #quity minority interests ; ubsidiary kings

Profit/{loss) attributable to the sharcholders of Ralis-Royee ple

Dividends
_.__.-—-—._______‘____—-—-—-_.____*_____*——-—______ —

Transferred to/(from) resprves

Earnings/{ loss) per ordinary shaee Restared
Nee basis ATV (20.39)p
Nil diseriburion basis w18 {19.29)p
Net basis before exceptional items J

The earnings/{loss) per ordinary share caleulations are explained apd reconciled in nore 7,

No material acquisitions or discontinued operations have oceyrred,

As permiteedd by the Companics Act i:985, A separate profiv and fogg account for the Company has not been inctuded
in these financial statements, Of the Group Profit/ioss) antribuzable vo the shareholders of Rolls-Royee ple’,a profi
of F4dm (1992 loss £21 1m) has been deale with in the profit and lpss account of the Compnny,

24 Rolls-Reyee ple
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Balanee Sheets
ae e cember 31, 1993

Nites

Fixed assets

Tangible assets 10

Investments - subsidiary undertakings "
~ associated undertakings 12

PR PREST akte b b g, VAT 3 S

T TSATMATL T maer e £ R A AL R AT S T TNEE AN " o ey 4 7 pwepmeare e T

Current asscts

Stocks

Debtars = amounts falling due within one year
~amounts falling due after one year

Short-term deposits and cash

Laroup
143 19492
m o __lim
ba2 874
hS 62
236

95

611 696
&4 798
158 §44
891 479

Craditors = amounts falling due within one year
Borrowigs
Other creditors

2,38 2,117

(38} 214}

(LISSY __(hlsd)

[FR—

Ner current assets

L1t 740

Total assets less current liabilities

Creditors = amounts falling due after one year
Brsctowings

Ontier creditors

Provisions for liabilities and charges

2,061

1360)
(165

(301)

(181)
(173)

B L L R

Lompany

JRET] 1943
i E31:

ai%
bEL
i

1031

464

458 538
482 494
Tl 373

2.19% 1.93

- (171
ey (870)
1252 893

ST mrsmua romaws e pwes 3.7 T o

1,676

2,283 1898

[RRTIH (150)
(649 (458)

1,233 214

(408

R3340
1,251 944

Capital and reserves
Called up share capital
Share premium account
Revaluation reserve
Other reserves

Profir and loss account -

2444
506
120

20
333

44
06
113
261
125

Equity sharcholders’ funds

Misority interests in subsidiary undertakings
Equity intercses

Non-cquity interests

1,225

yom -

12
3

1,284

914

1,251

The financial statements on pages 24 w 47
were approved by the Board on March 9, 1994
and signed on its behalf by:

TR

N

Sir Ralph Robins
Chairman

M Tas msemd
Direcror

e
£ ;jiu‘g ;

R

SR R
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( ;m::p Cish Flay Statemene
for ghe s end) Dcembay 1993

Net cash inflow frae operating activitiey

Returys o x'nvcsm:cms and Servicing of finance
Hireresy eCeived

Icepesy paid

Intergsy lement of tinance leage Paymeng

Dividengs paid o e shnrohofdc!'s of Rolls-Royce ple
Net cas)y outflow fron, teturgs py vestmenys and Servicing of finange
Taxation

UK ang overseas ¢

l'ﬂ‘-'\!‘,‘tillg activigieg
Purchases of tangible fived assers
Disposals of tangible fiyed assers
iSposalg of subs:'dinry undcrmkings {see bclow}
Purchiase of Minorigy interege iy snhsidinry undcrmking
hn'cstmonrs in assochired umfurr;ikings
> isp(nsqls of !'L:ig-snm.::lrsk - i

Aot o ias
Net cash cutllow frap, Investing Activities

ST S T s e S e

Net cash inflow before ﬁnunciug

Finmlcing

Proceeds of andinary share issyeg

Expenses paid i conneetipn with rhe tights issye
lew borro\vings

Repaymeng of borrowiugs

Incrunscf(dccrcnsc) in short-rery, tleposirs ( moure thay 3 maonths 1 matarity whey Qi)
apital elenyen, of finance lease Payments -

P caely bt SHCE leage T, e S—

Net cagh flow from ﬁnmlcing b
Lrease in cash ang cash Cquivalengg ¢
T T2 SBSN equi

In
Pl wm.wﬂw‘m..-....m,,.«_...m R I

_.____\\\,y_-___-——____

Disposals of subsidiary undcrmkings
Tangible fixed assers
Non-cash CQitivalone working Capital

B i ey e et L T i L

Purchyged goodwilf charged to profiz and loss accouny
I’mfn'r/{l'oss) on disposaly

Clsh Cansideratie,

26 I(oll;»:Ro_\w e
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Reconciliation of operating profit to net cash inflow from operating activities “:“::
Operanng prohgloss) bY ]
Depreciation of tanmble fived assers 104
{Profitilioss on dispusals of subsidiary underrakings k|
[Decreasedhnerease i provisions tor habihties and charges 21
Decrease in stocks 123
Decrease/fincrease) in debrors (4
[nerease in credicors 13

Net eash inflow from operating activities MR

Of the 1992 exeeprional items of £268m, £38m related 1o pavments made i that vear,
Payments in 1993, relating to 1992% £230m provision tor exceptional itews, have been £92m

Changes in financing

.*\rjuhuar_v o o o o {807) {748
Net eash inflow from firancing {252) 154y
Finance leased rangible fixed assers » 4 4 ‘ {7 (5
At December 31 (1,066; 180T

Consisting of:
Called up shave capival 244) 1194)
Share premivm aceount {308} (241
Long=rerm horrowings {360) {18n
Capiral obligations under {inance leases (38) 13N
[rems having more than 3 mwonths to matutity when acquired:
Share-term depnsits and cash 112 1
Short-terv? hoveowmngs . (30} {157)
(1,066) {$n7)

£

Changes in cash and cash equivalents
At January 1
Increase in cash and cash equivalents
Exchange adjusements
Ar December 31
Counsisting of:
Iteris within 3 months of marturity when acquired:
Short-term deposits and eash
Short-term borrowings

Reconciliation with Group Balance Shect (page 25):
Shore-term deposics and cash 2 89 459
Borrowings = amounts falling due within one year (58) 214
— amounts [alling due after one year {360) (sn
473 8

-
¥
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Sraremens of Togal Recognsed Gainy and 1 vsses
o kb vear crafed Digeembee 3143

LT
S e
v

A
¥y 192
im dm
Peofit/{loss) attributable co the sharcholders of Rolts-Royce ple 63 {202
E.\'ch;lngchi_nstmc’ms on foreign Currensy net investimenrs B ‘ ) i 23
Tosal recognised sains and {losses) for the year

S 1177)

v s of Historical Cost Profits and Losses
for the year ended December 31, 1993

Group
19493 1993

) ) im o dm

Profit/(loss) on ordinary activities before taxation . 7o {184)
Difierence berween the historical cost depreciation e, rge and the :
acenal depreciation charge for the year calenlated an the revalyed amount 4

Historical cost profit/{loss) on ordinary activirjes before taxation

e = sz-..‘

{180)
3460

Historical cost transfer to/(from) reserves

Reconciliation of Movements in Shareholders® Funds
for che year ended Decernber 31, 1993

Lironp Company

4 3 Ly
“o_ W m om e
At January | gy 1,322 944 1,197

Total recognised gains and {losses) for the year 59 (derd 4 {211

Ordinary dividends (net of serip dividend adjustments) {52) (425 152) 42)

New share capital issued 324 - 324 -

Expenses paid in connection wirh the rights issue {¥) - i -

Goodwill acquired during the yeqs - {(3) - -

Goodwill transterred to the profit and Joss
account in respect of disposals o Ii:ls.iylcsscs 4 l

— —

At December 31 !

1,225 899 123 944

28 Rolls-Royue ple
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Notes ta the Financial Starements

Ascounting policies

Basis of accounting

"The financial s.atements have been prepared in
accordance with applicable accounting standards on
the historical cost basis, modificd to include the
revaluation of land and buildings.

Basis of consolidation

The Group financial statements include the financial
starements of the Company and all of its subsidiary
undertakings made up to December 31, together with
the Group's share of the resules of associated
undertakings up to December 31, Any subsidiary and
associated undertakings sold or acquired during the
year are inclucled up to, or from, the dates of change
of control. Some small adjustments have been made
to comparative figures to put them on a consistent
basis with the current year.

Goodwill, which represents the excess of the value
of the purchase consideration for shares in subsidiary
and associated undertakings over the faiv value to the
Group of the net assets acquired, is written off to
reserves in the year of acquisition.

The profit ot loss on the disposal of a previously
acquired business takes into account the autriburable
amount of purchased goocdwill relating to that
business.

Turnover

Turnover excludes value added tax. Long-term
contracts ave included in turnover on the basis of the
sales value of work performed during the year by
reference to the rotal sales value and stage of
camplerion of these contracts.

Rescarch and development

The charge to the profit and loss account consists of
total research and development expenditure incurred
i the year less costs recoverable on contracts,
contributions to shared engineering programmes and
matching government assistance.

o
3 1'}?{3&;".“

T 3 v 1 Y
T S i
“4‘,'.3 KA

4%y,

Forcizu currencies

Assets and liabitities denowinated in foreign
«urrencies are translaced into sterting at the rate ruling
at the year end or, where applicable, ar the estimared
sterling equivalent, taking account of future foreign
exchange and similar contracts, The teading results of
overseas undertakings are transtated ar the average
exchange rates for the year or, where applicable, at
the estimated sterling equivalent, taking account of
future foreign exchange and similar conrracts,
Lxchange adjustments arising from the retranslarion
of the opening net investment, and from the
translation of the profits or losses at average rate, are
taken to reserves. Other exchange differences,
including those arising from curreney conversions in
the usual corrse of trading, are taken into accounr in
determining profit on ordinary activities before
taxation,

Pension costs

Contributions 1o Group pension schemes are charged
to the profit and loss account so as to spread the cost
of pensions ac a subseantially level pereentage of
payrall costs over employees’ working lives with the
Group,

Certification costs

Costs paid to airframe manufacturers in respoct of
meeting regulatory certification requirements for new
civil enginefairerafr combinations are carried forward
in prepayments to the extent that they can be
recovered cur of future sales and are charged to the
profit and loss account over five years following
ceriification.

Rolle-Rayeeple 29
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Accounting palicies connued

Taxation

Peavision tor raxation is made ar the corrent rate and
for deferred raxation o all mung differcaces where a
liability 1 expected (o crystallise in the foresceable
fusure, Advance corporation tax which is por
fecoverable in the immediate faruce by offser againer
United Kingdom corporation tax Nabilities 1 ndluded
in the taxation cha ege for the year,

Scrip dividends

The amounts of dividends taken as shares instead of
in cash under the serip dividend seheme have been
added back to reserves, The nominal valye of shures
issued under the scheme has been funded out of the
share premium aceount,

Stocks and long-term contracts

Srocks are valued ar the lower of cost and ner
veafisable value, Provided that the outcome of
fong-term conteacts can be assessed with reasonable
cerrainey, such contraces are valued ar cose plus
aceriburable profir carned ro date, Full provision i
made for estimated losses to completion,

Progress payments received, when greater than
recorded turmover, are declucted fram che valye of
work in progress except to the exrent thar payments
onaccount exceed the value of work jn progress on
any coneract where the excess is included in creditors,
The 2amount by which recorded turngver of long-term
contracts is in excess of payments on account is
classified as ‘amounts recoverable on contracre” and is
separately disclosed within debrors,

Accounting for leases

Assers financed by leasing agrecments which give
tights approximating to ownership {finance leases)
have been capitadised ar amounts equal to the original
cost of the assets to the lessors and depreciacion
provided on the basis of Group depreciation policy.,
The capital clements of fureze obligations under
finance leases are included as Sinbilities iy the balance
sheet and the current year's interest element s
charged to the profir and loss account, The annual
payments under all other lease arrangements, known
as operating leases, are charged to the profit and loss
aceount on an aceruals basis, Rentals receivable as
lessor under operating leases are included in turnover
for the year on an accruals basis,

30 RolisRoyee plc

Depreciation

N Properties,
Depreciation is provsded on the valuatson
Propertios adopted av December M, T and an
the onigmal cost ot Parchases since 19895 gnd
<aleulated an the straight hoe basy at Tares
sulficient 10 reduce them o their eunmared
restdual value, Fatimated I, ¢, as adheed Iy qhe
Group’s professional saluers, ares
al Frechold buitding, - fu 10 48 ream.
b Leasehold Jand and Puldings - fower of

valuers® estimares or period of lease,

Depreciation is gor provided on irechold land.

i) Plantand eq nipaent
Dapreciation is provided on the anginal cost of
plantang equipment and is caleulaged un the
steaighe line basis at rares swlficient ra reduce
them to their estimated residual value, Pysumated
lives are in the range bve 1o 29 vears (v erage
14 years),
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2 Analysis of rurover, profit and net assets Tasts Ton
| FLIETR Y Batere pinagan
1993 pa 1993 1>
[Ab] g Am fao
Analysis by business;®
Acrospace 2,139 2,143 20 {dMn
Industrial Power 1,379 1,419 34

3,518 3,562 11606

Geographieal analysis by origin:
United Kingdom 3,16l 3,214 1BH
Othee o 157 348 18

3518 1562 {166)

Geogeaphieal analysis by destination:
United Kingdom 997 LO77
Rest of Furope 379 (18
USA L5 1,123
Clanada 137 142
Asia 558 S06
Advies 165 156
Auseralasia §t 97
Other 30 43

3518 3,562

Exports from United Ringdom 2,165 2,137
Sales 1o overseas subsidiaies (L8 {122)
Sales by vverseas subsidiaries L 470
Toral overseas 2,521 2485

'Net assets exclude ner eash balances of £473m (1992 L84m).
Deps . - w £ 3
“The segnental analysis of 1992 exceptional items was Acrospace £237m and Industrial Power £3 1.
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Prontfilosst on ordinaey actvites Detesre tayangon

After charging

Exceptional jrems;
Rcsrructuring payments made in the year
Provision for restencturing and customer problems

Depreciation of owned tangible fived assers

Depreciation of tangible fixed assers held under finance leases
Operating lease rentals payable « hire of plantand equipment

= hire of other agsers

After crediting
Operating lease rentals receivable

Auditors’ fees were aq foilows during the year:
Audic 1993 £/, 1 (1992 £1,0m)
Other 1993 ~ Upigeq Ringdom £0,71p (1992 £0.4in)
=~ Rest of World £0.3m {19932 £0.5m)

Net inrerese vayable and other similar clurges

LEC—

Inrerest receivable

Interest payabie on:
Borrewings repayable within five years
Borrowings repayable after five years

Finance legses

R e

Taxation

T T 2k i e

—

United Kingdom - corporation tax ar 33% (1992 33%)
~ advance corporarion tax written off
= double tax relief
= in respect of prior years

Overseas
Associated tnclertakings

——_—

e PR

18

The 1993 UK raainstream eorporation tax charge has been reduced by the impact of resteucturing expendirure
provided for in the {992 accounts,

32 Rolis-Royee ple
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Ihyidends ~ ordimasy shares
Tnterim 2.00p (1992 2.55p) per share
Final proposed 300 (1992 2.45p) per share

— 37 aa

Earningsi{lass) per ordinary share

prs . e e e

Earningsf{loss) per ordinary share on the net basis are caleulated by dividing the profir attributable to the
sharehalders of Rolls-Royee ple of £6 im (1992 loss £202m) by 1,058 milhon {1992 966 million) ordinacy
shares, being the average number of nrdinary shares in issue during the year,

Larnings/({loss} per orclinary share on the nil distribution basis are caiculated as for the ner basis bur after
adjusting for the irrccoverable advar-ce corporation tax atwriburable to dividends paid and proposed of £13m
(1992 £11m). This caleulation is shown as recommended by Statement of Standard Accounting Practice
No, 3 ‘Earnings per share’,

Barnings per ordinary share before exceptional items are caleulated as for the net basis but after adjusting for
the exceprional losses of £nil (1992 £266m), being the exceprional losses before taxation of £nil {1992 £268m),
as shown in note 3, less tax relief of £nil (1992 £2m), This calculation shows the impact of exceptional items on
the results for the year, as where such items are substantial they can have a material effect on the comparison of
earnings from year 1o year and therefore warrant separate considecation.

Dilution of the earnings per ordinary share figure based upoa outstanding share oprions is not material.

Prior year restatement

On September 2, 1993 the Company announced a rights issue to raise approximately £307m, net of expenses,
Under the terms of the rights issue 242,736,773 new ordinary shares were issued in Seprember 1993 at 130p per
share on the basis of one new ordinary share for every four existing ordinary shares, ’

The actual cum rights price on September 6, 1993, the last day of quotation cun rights, was 148.5p and the
theoretical ex rights price for an ordinary share was therefore 144.8p. The comparative earnings per share are
shown after applying the factor 144.8/148.5 to the published figures for 1992 in order to adjust for the benus
clement in the rights issue.

Employee informarion 1993 1992
Number Number

Average weekly number of Group employees during the year
United Kingdem ‘ 41,400 46,000
QOverseas 7.800 9,000

49,200 55,000

Acrospace 27900 30,700
Industrial Power 21,300 24,300

49,200 55,000

{m Lin

Group employment costs

Wapes and salaries 914 936
Social security costs 82 76
QOther pension costs (note 27) 30 52

1,046 1,064
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Frialymenes of dicecropy N:i
2,
The direcrops emoluments, including Performance relared honggeg of £58,000
{1992 £3-‘l,0()0) and pension contribptions of £178 000 (1992 1352,000},
chirged bofors rriving ar Operating profir were,
Foes
Other emolumen s

The emolunenys, including performage roly ted banuses by excludig pensiog
conrriburions, of directors working wholly or mainly in the United Kingdom werey

1991
< A _u"‘.“l’l"_‘f“,,w . Numbe, e L £ ) Nuutdye
5,001 to 10,000 - 163,001 ¢ 170,000
10,001 1q 15,000 170,001 1o 175,000
15,001 1o 20,000 190,001 10 195,000
20,001 1o 25,000 200,601 1 205,000
30,001 o 35,000 205,001 1o 20,000
130,001 ro 135,000 _ 255,001 1o 260,000
140,001 ¢ 145,000 275,001 10 280,000
145,001 1o 150,000 — 305,001 1 310,000

Included i the above table are the emoluments of gy Ralpi Robins, whe was chairman from October 1, 1992
and highegr paid direeror in both 1992 and 1993, and Lord Tombps of Brailes, who was chairmay until
Seprember 30, 1992,

In 1993 s;; Ralph Robing received salary angd benefirs amounting 1q £308,000 (1992 £278,600) having
waived 5 perfermance related bonys of £7,000 (1992 £14,000 waived). Employcr‘s pension cantribution,, 1 the
rear were £36,000 (1992 £3 1,000},

Executive direcrors’ salarics, pecformance relazed bonuses ang exccutive share options are determined by the
Renmncrarion Committee of the Board {sce puge i8). The tembers of thig commitree are ) not-executiye
clirccmrs, none of whom receives salaries or bonuses o holds options,

The salary lovels take and experience of the inclividual, the Scope of the durjes

performed angl personal ion, is also taken of the level of remuneration for comparahle johs iy
the UK engineering ang fes, based upon informarion provided by independeng remuneration

consultanes,

A performance Improvemene bonus scheme is operation and membershay i restricred o executive directops
and a s} tumber of ooy Senior execuriyes, The scheme i based on the tchievemeng of profit and caghy
performance ry tgets for the relevang business group or trading company during the Yearin question, Such
bonuses have A ceiling of 20y, ol salacy,

Exceutive share options are provieled 10 executive direerors and to certain grher bersonnel, in accordanee with
the terms of the Executive Shape Option Scheme, These oprions eneourage executives to take long-termy viey of
the Group’s pertormance angl itre granted ag the marker valye ¢ the date of jssye, No optiong were granted iy
1993 burc.\-l'sting options were adjusted iy accordance witly gy lniand Revenye approved formuly 1 take
account of the offecy of the rights issue on sycly options (nore 22),

rder the Shares, ¢, Options over shares qare offered va o)) enmployees inchrding exeentive direcrors,
he latest offor # discount of |5 % t0 the market valug az the dage of offer,

Rolls-Royee ple




Tanaible bved assies

Land &
buildings cquipners
im _Am

Cost or valuation:
Ar January §, 1193 363 1,308
Exchange adjustments Ity {2}
Additions at cost 6 [ I
; _wi_)ivsppwsn"ls!\‘grire:gffs i7) {92}
.. At December 31, 1993 371

SN 4 S, 1

Depreciation:
At January 1, 1993 722
Exchange adjustments {11
Provided during year
Disposals/write-offs

f4<0) A

od i

5!
Badhdings

Tutal

1671
3

133
199

1,702

7
()
105
(81)

At Qgggm_bcr 31, 1993

A

820

Ner book value 1993

883

Lompam

Plant &
P ymnshn]
o)

874

91

1353

210
436

69

{304

e e et

L

14
AT
AN

457

7
45i~
315
61y

Net book value [992

874

Included in the above are:

Net book value of finance leased plant and equipment

1993
im

.62

Cempany
1992

339

Assets held for use in operating leases:
Cost
Depreciation

Net book value

Land and buildings at cost or valuation comprise:
Valuation at December 31, 19851
Exchange adjustments
Cost

187
i
175

363

Land and buildings ar net book value comprise:
Frechold
Long leascholkl
Short leasehold

262
22
4

238

On an historical cost basis the net book value of kand
and buildings would have been as follows:

Cost

Depreciation

286
{129)

(123

165
{96)

153
(50)

Net book value

166 163

69 63

'At December 31, 1985 specialised properties were revalued on a depreciated replacement cost basis and the
remainder by reference ro their open market value for existing use,
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e Investments - sulvidiary undersabings

Compnr{y
Shares at cost at January 1, 1993
Additions

Shares at cost ar December 31, 1993

The principal subsidiary undertakings are Hsted on pages 44 and 45,

tnvesements = associared underrakings Interests Loaw
£ i

e . - L prusnu Ve~
v

Group
Cost:
ARG At Jamuary 1, 1993
At Addirions
At December 31, 1993
Share of post acquisition resecves:
At Januaty 1, 1993
Exctunge adjustments
Retained profit
At December 31, 1993
Net book value 1993
Net book value 1992
Cr npany
Cosu:
At January 1, 1993
__Addirions

Y

s
d b b

1

o
AT IS |
-—

H
_
Yo

eyl :
o TR At December 31, 1993

fro The principal associated undertakings are listed on pages 46 and 47.
£ YR
):.\-"IE:}“:

T !
3,‘::"1.-;".

R
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s

Srowlss

Raw marerials

Work in prqg(csg

Lang-reem contsacr work i progress
Finished goods
Paysnents on account

N T YT s eerrems s s meres me e e

Progress payments against:
Long-term contract work in progress
Oxher stocks

RERN vy st
|

L

696

A oumpam

a0y
do
_!;
183
RELY
2
HOF
139
166

23
“hh
¥

539

Debtors = amounts falling due within one year

Trade debtors

Amounts recoverable on contracts

Amounts owed by - subsidiary undertakings
~associated undertakings

Corporate taxation

Other debors

I_’_rcpnz"l‘!\_cnts and acerued income -

425
6i)

119
2

27
6l

691

e T
— £ AT e o
S L ——— W2 L T

e T T e

55

€5

104

708

A
-

h ]

t]-f.

18

4

438

Debrors — amounts fatling due alter one vear

Trade debrors

Amounts recoverable on conrracts

Amounts owed by = subsiciary undertakings
- associared undertakings

Prepayments and acerued income

Prepaid pension contributions

75

21
33
29

o

158

67
s

13

40

19

144

24
85
2]
33
15

452

T

28
398
13
39

e e

Borrowings ~ amounts falling due within one year

Bank icans and overdralts

Acceprance ceedits and promissory notes
9%4% Notes 1993

Loan

26

A T

33
31
150

[a—

N e i Ta— e &

2]
150

-

58

214

i71

“The Group has borrowed US $40m through a subsidiary, Rolls-Royee Euro Finance NV,r\.\'lnch hn‘s‘.‘ entered |
. . . H . o g ¥,
into foreign exchange transactions in order to provide a sterling joan, at variable rates of interesr, for genera

Group purposes, The loan is guaranteed by the Company,

=
Pl

I3
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ERhee Lo e among, Fallege g, Rt opg g pae e

e c
Paymenes rerhved op acoynt 214 N
Teady wreditnr, 414 Juw
Amoungs oyed 10~ subsidizey undcrmkmgs - LT
= IS0ciared undurmkings i Am
Corporage [ARRT 26 2
Other gy, tonand social security 4 iv
Other creditors g4 23
Aceruals and deferpe income L R4
Aeerued pension vosts - ~
Inrerim divideny MNCe pid 14 9
Final Proposed divigen| i : b

b ig.]tium under finance imsci o [ M

L1ss L163 Y AT

-

Company: abligarions under finanee leases inclrde £36, (1992 £34m) owed 16 a sul»idml;\' u:ldermkiug.

&

i # N v o
IR Hurrmvmgs T amounts falling gy ateer one yeur
Ffey ‘

,

Unsecurey
L1359 Notes 1999t

71%% Notes 20032

Loan 199y

Other loans 19952004 (interest rates njl)
"reference shares issueq by a stibsidiary.!
Secured by charges or related buildings

! oans 12519'-2008

e it v v T 2t e e e Ay,

\\a-___
Repayable

Berween one and twa yearg o by instalmentg
=~ otherwisp
Between pyg At five yeqrs - by instalinenes -
=~ otherwise Tal)
After five rears =hy instalnenge -
= otheryigy 150

198
et e e S0 . N

360 181
'Notes are the subjece of interegt SWAP agreemeny under which, Counterpartieg have undertaken 1 Pay amonneg
at fixed rareg of interese iy consideration fop Amounts payable by the Cnmpuny At variable rareg of interesy,
*The Group hag borrowed g $300m rhrough a subsidinry, Ro“s-Roycc Capiral Ine,, in order (o provid, y
lixed rage loan foe seneral Group PUrpeses, This hag been try nslated into sterling afeep taking aWweount of
faeure CONLrICts, The loan is Euaranteed by th, Cmnp.my.
Cumidagive breference sharys, redeemable gy, 1996, have been issued by NIy Africy Opcrations Linuged,

The shage issue iy suarantecd by Comp ny.

A

MK

Ry,
L)
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b D ‘ 2 IR
. ;

h—— ’ ‘ Bt |

Orther oeditors — amounss talling due abter sne vear # PR

i
e
L
F

¥
LA TR

"
8

o

A
e

Payments received on accopne 41
Amonnt owed o subsidiaey underraking
Other ergdhtors
Acermal and deferred income
Acerved pension costs
Obligations under hnance leases payable;
Between one and two years f 3 A%
Between mwo and five years 18 15 111
After five years _ S o 8 Mo 1M

168 173 i

i

-

2

ol 21
b Ny

Company obligatons wder fimnce leases include £318m {1992 £316m} owed toa subsidiany uaderaking.

Deferred taxation

Eull poténri:ﬂ liriln]ily/(assct): 7
Fixed asser timirg differences 77 73 [T} N
Other timing differences )] (120 " (i

e

¥ 2o,

No provision for deferred raxation has been made,

At December 31, 1993, the Company hiad tax losses of approximately £325m (1992 L250m), which are
available for relief against furure trading profits of the Company,

Ar December 31, 1993 advance corporation tax of £141m {1992 £117m) for the Group, including £122m
(1992 £104w) for che Company, is available for carry forward againse futuee corporation tax liabilities,

Provisions for liabilivies and charges Restructuning
and customer

problems Ouher Tatal

L L fin

Group

At Janoacy 1, 1993 230 178 408
Ner charge t profit and loss account - 46 46
Utilised {92) {sl) {1353

R v e pemAmE T AT S T R gt Adme e CAT IO W G (S L oms e WRTE R MR i f s A Eaas e s =

Ar December 31, 1993 138 163 301

Company
5 ; g At January 1, 1993 220 126 3o
T TR o 3 Wet (ereditlchiarge to profie and toss acconnt 112} 30 18
‘ UBESSA e e+ o (82 E9) 3Dy

At December 31, 1997 126 107 233

1

Other provisions include, principally, warraney relating to sales up to the year end and estimated future losses on
current Contracts,
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Share capueal szl
Apmaal Wedinan abaros AR IS
o ot e s
Authorised
At Januan 1, £993 N0
At an Extraordimary General Mecnng on Cctober 14, 1993 ] - SIS S R

At December 31, 1983 [ RTINS
Issued and fully paid

At January 1, 1993 WH™ 4T TR
Exercise of share optipns BATEEVE
In lieu of paying dividends in cash 224,75
Rights issue (see below) L AT

RS Y AT 8 areraT L Mia ey —

At December 31, 1993 1,220, "83.0N2

Subject ta the provisions of the Companies Act 1985, the special rights redeemable preference share spedial
share] may be redeemed by the Treasury Solicitor at par at any time,

On Seprember 2, 1993 the Company announced a proposat to raise approximately £307 million, net of
expenses, by way of a fully underwritten righes issue. The puspose of this rights issue was 1o expand the eguity
base of the Company in order to finance the Group’s long-term actvities, Under the rerms of the pghrs sue
242,736,773 new ordinacy shares were issued in September, 1993 ar 130p per share on the basis of one new
ordinary share for every four existing ordinary shares.

At December 31, 1993 the tollowing ordinary shares were subject to options:

Date of . Narmally
grany Number eagccisable

ixecutive Share Qption Scheme 1987 1,503,139 : 19941997
1988 302,204 1994-149%

1989 295,048 3 1994-1999

1990 3,449,040 1994-2000

1991 2,612,641 1994-2001

1992 110,700 ¢ 1995-2002

1992 3,875,600 1995-2002

Sharesave Scheme 1987 5,852,327 150p 1994-1998
‘ 1988 6,037,790 109p 1994-1996

1990 12,863,994 146p 1996/1998

1992 19,243,097 i0%7p 19982000

NEI Executive Share Option Scheme (1983) 1988 37,862 130p  1994-1998
NEI Employee Sharesave Qprion Scheme 1989 277,309 160p 1994
Victor Products Share Option Scheme 1985 1,725 87p 1994-1995

The share optivies have been adjusted in accordance with an Inkand Revenue approved formula to rke account
of the rights issi:e on such options,

Under the terms of the Executive Share Option Scheme, options granted ta 87 directors and senjor executives
were ourstandmg ar Decernber 31, 1993,

Under the terms of the Sharesave Scheme the Board may grant options to purchase ordinary shares in the
Company each year to those employees who enter info an inland Revenue approved Save As You Barn {SAYE)
contract for a period of cither five or seven years.
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Share capitaie cos
The iiregtors ar Devember 31, 1993 had the followmng benefrcial interesss, incladang opeans, mane ssdman
share capisal of the Company:
_4 e Y
Ruyhms vone a3
ad’a:?.n}m.: anm

Sir Ralph Robins B 71,8 16,788 HRE2RN
MeLJ. Clark — -
Dr T. Harrison 37 480,151 12,004 492,154
Sir Gordon Higginson - - —
MrS,C Miller 431,900 11,299 463,199
M H.G. Mourzue 5,937 —_ - -
Sir Robin Nicholson —_ - -
Mr LEV. Rose 3 230,700 5,768 234468
Mr LW, Sandford - -
Mr M. Townsend 2 258,520 6,464 264984
Mre RUT, Turner 2 234,600 5,850 239,830

or date of appoinment if later.

—

g

Q‘)‘r'

T

Mr R.H. Maudslay was appointed on January 1, 1994, He has interests in 4,000 shares and options on
166,189 shares.

Sir Ralph Robins and Mr J.W. Sandford rook shares, 78 and 130 respectively, instead of cash dividends
in January 1994, Otherwise there has been no change in the directors® interests set out above between
December 31, 1993 and Marck 9, 1994,

Regrnd ) Non-dstnbutable

Share  Kevaluation Other Prohtand
Premium 't resenves e s agoonnt
A im FAK]

R T

Group

At January 1, 1993 241

Exchange adjustinents -

Serip dividend adjusoment -

Onrdinary shares issued relating to serip dividend {n
Arising on share issues (nee of £9m expenses} 266

Goodwill on disposals -

‘Fransfers between reserves -

Profir for the year -

At December 31, 1993 S06

Company

At Janvary 1, 1993 24
Serip dividend adjustment L=
Ordinary shares issued relating to serip divelend {1 —_
Asising on share issues (ner of £9m expenses) 266 -
Transfers between reserves - -
Loss for the year - -

At December 31, 1993 506 s 261

Gooduwill, written off against other reserves, cumulatively amounnts to £243m {1992 £247m).
The undistributed profits of overseas subsidiary and associated undertakings may be liable to overseas taxes
and/or United Kingdom tax {after allowing for double tax relief) if remitted as dividends to the UK,
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M Capinal espenditore commigmants. Lampzen

.
peery

ns
23

Ao

Conrracred but not peovided 14
Authorised but not yer contracted 18

B s
<o

Operating lease annval commitments
Leases of land and buildings which expire:
Within one vear
Between oae and five years
After five years
Other leases which expire:
Within one year
Berween one and five years
After five years

Contingenre liabilitics

In conneetion with the sale of its products, on some occasions the Company enters into individually and
collectively significant long-term contingent obligations. These can involve, inter alia, guarantecing financing for
customers, puaranteeing a proportion of the values of both engine and airframe, and in certain circumstanves
could involve the Company assuming cerain of its customers’ entitlements and related obligations. Having
regard to the estimared ner realisable value of the relevanc secutity, the net contingent liabilities on delivered and
undelivered sireraft amount to £11m (1992 £6m) and £2m (1992 £48m) respectively, At the dare these recounty
are approved the directors regard the possibility that there will be any significant loss arising from these
contingencies as remote. In deteemining this, the directors have taken account of advice, principally from
Ajrelaims Limired, professional afrerait appraisers,

Cordngent liabilitics exist in respeer of guarantees provided by the Group in the ordinary course of business
for engine delivery, performance and reliability. The Company and some of its subsidiary undertakings have, in
the normal course of business, entered into arrangements in respect of exporr finance, bills discounted,
perforntance bonds, counterreade obligations and minor miscellancous itewms. The ner exposure of the Group at
December 31, 1993 to promissory notes discounted with banks with recourse to the Group ameunted 1o £20m
{1992 £19m). There are claims outstanding which arise under contracts carried out by the Group. The directors
do not expecr any of these arrangements or claims, after allowing for provisions already made, to result in
significant loss to the Group.

The Group and Company enter inro forward exchange and swap teansacrions, including interest rate swaps,
aimed at improving the achicved rate and limiting exposure to exchange rate movements in the medium and
long-term,

Y aldition to the guarantees referred to in notes 16 and 18, there are other guarantess in respeet of financial
obligations of:
Subsidiary undertakings - 68
Associated undertakings - 30
Orther underrakings 3 3

42 Rolts-Royee ple




.

Petsiogs

The Giroup's pension schewmes are mainly of the defined benefir type and the assets ot the schemes are held an
separate erustee adiministered funds,

The pension eost relating 1o the UK schemes is assessed in accordanee with ihe advive of mdepeadent
qualificd acenaries using the projected unit method, The larest acruarial valuations of the prmcipal schemes were
5.3t March 31, 1991 tfor Rolls-Royee) and April 5, 1992 (for NEI. The principal assumptions used were that
in the longsterm the average return on invesrients would be between 1.5% and 2.5% per annum bugher than
the average increase in pay and between 4.5% and 5.5% per annum higher than the average merease in
pensions, Assets have been walued using the discounted income method assusuing that UK equity dividends
increase at a rate of berween 4.5% and 5.0% per annwmn fess than the return on jnvestments.

The pension cost eelating to overseas schemes is ealeulated in accordance with local best practice and
regulations,

“The ratal pension cost for the Group was £50m (1992 £52m) of which £4m (1992 £4m) relates 1o the
overseas schemes,

The aggregate of the market values of the UK schemes acvhe dates of the latest actuartal valuatious was
£1,906m. The actuarial value of the assets of the prineipal schemes represented respectively 95,:4% (for
Rolls-Royee) and 119.0% (for NEI) of the value of the projecred acerued Babilities,

The difference between the value of the assets and the value of the projected acerued liabilities (after allowing
for expeered future inereases in earnings and discretionary pension increases) is being amortised as a percentage
of scheme earnings over periods of between nine amd 14 years, being the average remaining service lives of the
pensionable employees.

Prepayments of £29m (1992 £19m) are included in debrors and accruals of £3m (1992 £om) ate included in
creditors, being the differences between the accumulated amounts paid inte che peasion funds and the
accamulated pension costs.
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Regiseereq m England

Avrospace d-c;up o ‘

Refley Mnnufﬂcruring Systems Limited

Rolis .1, Tuinbofays Limired

Roﬂs-Raycc Aero Engine Setvices Limijred!
Roﬂs-Rnycc Commerciy Acro Engines Limiged!
Roﬂs-Roycc Engine Controls Limiizeg

Rolls Royce Incernation,y Suppore Services Limiteq
Rolls-Royee Milieary Aerg Engines Limireg!
Snwley Packnging Compan ¥ Limited

Industeial Fopas Group

Allen Poygr l;‘nginccring Limjteqs?

Beeorir (Holdings) Limited (909!

Clarke Chapman Linnite?

lnrernnriorml Combustiny Limijreq?

NEI Brantforg Internationay Limited (5797

: Limired?

NE! Mining Equipmene Limireq®

NEI Overseqs Holdings Limiegg?

Parsons 13 urbing Generatory Limireq?

Peebles Elecerie Limipeq?

Reyrofle Linyiteq?

Rolls-.’{oycc and Associgres Limiteq

RoHs-Ruyce Induseria} & Marine Gag Turbines Limiteqi
Ra”s~l(uycu Indusrrig Power ( India) Limieeg?
Rolls-Roycc Nuclegy Euginecring Limite
Roils-!{oycc Nuclear l:‘ngiuccring Services Limi,
Roils-Roycc Power Euu:inccring ple
Thompson Defence

add?

Projects Limigeq?
Thompeon Kennicore Limite?

Victor Producrs Limiteg*
- --....._,__-m_..._.~___.--...._-... —
Corporate

Midile Byg Equicy Partners Limited
RoHs-Roycc Internationg Limjteg

Rolis-Royce Leasing Limited

Rolls-Royce Oversens Holdingg Limited
Rolls-Royee Plane Leasing Limited
LA e

e

peats of Rolls-Royce ple,
l:'ngincuring pe

l'l'hcsr.- subsidia ries AT s g
The intoresys are held by RollsRoyee Power

CThe interesys Are held by Rolls-Rnycu Power I:‘ngirwuriug ple,

Mhis substdinry wers as dgene of Rulh-Roycc Fower Enginccrirrg ple,
The interpst wis disposed of ot Februapy 26, 1994,

Excepe where otherise stated, the
interest jg 1004,
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= Mining Suipeny ’
e ———— e

i these companies gy

ahove companies operate

- M.mul:n‘rurmg CONRCE SR arp

= Bl enpung support scn'icrmo.'dmg Cenipayy

=~ Overhayl 29 repar

~ Sale any Suppert of aprg B turbupe engines aud Jares

= Holdiny Commpiny

= Produce SUBDOLT Serviges

~Sale and SUPPOLE of agng &3 rucbing eNRines and rt,

=~ Sptsialisey Packaping
A ] e

e, T TR - L talL,

= Diesel engines, spnaf eI turhapes, SIMMpressory ang vakes
= Mining etirmen
= Cranes

-

and Miechanica] handling CQuUIpIenge

WWCE Station buforg aud combyyeg gy Systems
= Freight torwanding
and indysppia) applicationg

- Conerof Systens for POWer stations

=~ Elecrieat apg Mechanjc cUipment for mining appheationg
= Hulding company
~ Large steqm turhine Berertors

=T ransformers g eheerrie molarg

= Electricat switehgear ap PrIteCction equipmegy
~Nuglear Submarine Propubsion sysseme
= Aero-derived Bas turbing,
- l‘m\-cr.sr.tlion COnstrgiog
- .\mn.q;cmcr: company

- Rcﬁlrln‘cl:mcm ad modificagion ofttelear Power plage
~ Hokding company

= Military hrid;:l'ug sysrems

~Water treatient plany
—

- H’uldmg Company

~Suppocs ang COmmeregy) informationy . tices jy Austrakia,
Brazil, China, Derbai, Frange, Hony Kong, India, lnduncsl'n,
Japan, Korea, Al laysia, Mexico, Singdpure angd Thailand

~Leasing of engings

~lolding Company
= Leasing of plan

e i, e s

s agents of tlpg ompany,

Principalty iy Great Britain and the cffective Group
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lncorporated overseas

Acrospace Group

Brazil Mortorgs Rolls-Reyee Limitacla = Overlund and repaee
France Rolls-Royee Technical Suppore SARL! = Projest support
Industrial Power Growp T o
Aunstralia Rolis-Royce lodustrial Power (Pacific) Limited® = Bleanical, mechawcal and construction CREMmILENTR,
Canaea Bristol Aerospace Limited® = Serucing of airuratt cogue and arr lranes
Fereanti-Packard Teansformers Limited® = Tower trapsformers n-
Parsons Turbine Generators Canada Limited® = Turbine generator overhaud

R()“S-Rn yco Cll“uldﬂ. l.il““t(l = Industrial gas tubanes avd acra L'l\!,‘lll("i\lﬂ\ aemvice and
¥
everhaul

+ AT

Rolls-Royee Gas Turbine Engines
{Canada) Inc," = Iadusteial gas unbines
Rolls-Royee Holdings Canada Inc. = HoMing company }‘E:f_:,:g;
Rolls-Royee Industries Canada [ne.’ =~ Holding company T
Mexico Ferranti-Packard de Mexico $A De CV? = Dawer tramforniers
New Zeafand  Rolls-Royee Industeial Power
{New Zealand) Lilllitc(l“ = Electrical switchgear and industrial engsneeriyg
Sandi Arabia  Rolls-Royee International Turbines
{Saucli Arabia) Limited (5 19%) ~ Operation and mantenanes of elecineal generanng plant
South Africa NE1 Africa Holdings Limited {60,339 - Hokling company
Northern Engineering Industries

Africa Limited (56,36%) = Energy conversion and distrbution equipment
{The effective interess fn South African Companies is 35,.20%.)

1.

¥

Zanbia Cutler Hammer Zambia Limited? =~ Low voltage mator control equipment
NEI Zambia Limited® ' - Diesel engines, distribution switchgear
Zimbalwe  NEI Holdings Zimbabwe (Private) Limited® = Boilers., distribugion switchgear

E AR T A EEE AT A e 4 %

Corporate

Australia Rolls-Royce of Austealia Pry, Limited - Service facilities

Guernsey Nightingale Insurance Limagaed -~ lsurers

Nethetlands  Rolls-Royce Euro Finance NV ~Financial services

USA RD"S-RO)’CC Hol(lings lng,! = Holding company for US operations
3

Rolls-Royee Inc.” = Engincering research; marketing and support
. 2 b ¥

Rolls-Royee Capital [ne.* - Financial services

[p—

EThcsc interests are leld by Rolls-lRoyce Overseas Holdings Limitesl,
“The imterest is held by Rofls-Royce Holdings Ine.
The wterests are held by NED Overseas Holdmgs Limited.
The interest 15 beld as follows: 53.34% by NEI Africa Holdings Limited, 3.02% by NEI Overseas Holdings Lunited.
“The interests are held by Rolls.Royce {oldings Ganada lne,
“The interests ate held by Rolls-Royee Industries Canada Ing,
JIhe mterest 18 held as follows: 37% by Rolls-Rogee Industries Canala Enc,, 63% by NEL Overseas 1oldings Limted,
[he interest is held by Rolls-Ruayee Inslustrial Power (Pacifie) Limieed,

e

Sl

The above companies operate principally it the country of their incorporation and the effective Group interest i
100% unless otherwise stated,
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Pemeepal Asansnanod Usfereabings

[EIR AR RN ML

TS “ratieial
Registered in Englend or Scotland® Cohehb oy hetd by

Cus RalfvRoweph  Roth Roweph

Acrospace Group

Rolls-Rayee Turbomeea Limited iFogland & Franced A Shares
= Aduour and RTM 322 engines collaboration B Shaces
Rolls Smiths Engine Controls Linuted A Ordanary
= Digital epne conirols B Ordmary

Turbo-Union Limited iFogland, Germany & Traty} Ordinary
~ RG99 enggane enstlaboration A Shares

Industrial Power Group

Rolls Wood Group (Repair & Overhauls) Limited* A Ordinary
~ Overhaul aml repair B Ordintary
Cooper Rolls Limited® Ordwary
== Kale ot mechanigat drive units

Corporate

Rolls-Royee & Partners Finance Limited Ordinary
~ Fnancial seevices

e T T A O (2 I e, Pt arame T TS “an

o

5

e
H

Ineer porated overseas

Aerospace Group

Australia

Tuzhine Components Australia Pry, Limired A Shares 160

« Casting facility B Shares -
Germany

BMW Rolls-Royce GubH [England & Germany) Ordinary 44.5
= BR70Q enpine development

EUROJET Turbo Grahl (Englend. Germany, Ialy & Spain) Ordinary

= EJ200 engme cotlaboration

MTU, Turbomeca, Rolls-Royee Gmbk (England, Erance S Germany) Ordinary

= MFR 390 engine collaboration

ltaly

Europea Microfusioni Acrespaziali SpA Ordinary

= Casting laciliy

Spain i

Industria de Turbo Propulsores $A . Ordinary

~ Componeat design and manufactnre; engine overhaul

Srentzeriand .

1AL International Aero Engines AC (Euglad, Germany, laaly, Japan & USA) A Shares

= V2500 ergme collaboration B Shares
G Shares
[3 Shares
E Shares

ol i i A
f; R a:;.z:, X3

UsA

Williams-Rolls, Ine.? {Burope ¢ North America) Common
= [J44 engine colfalioration
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Industrial Power Group

Carnada

Cooper, Rolls Corporation” Common 5Q
= Sule and maketing of mecharical dove units

India

ADF Belliss India Limited" Ordinary

= hieam torbines

USA

Cooper Rolls Incorporared (kurope % North Americal Conwon
= Sale and marketing of mechawivad Jrive units

Corpotate

Sandi Arabia

Middle East Propulsion Company Limired® Ordinary
= Overhaul and repair faciliny

USA

R-H Component Technologies, L.G.” Ordinary

= Component refurbishment

l'l‘he inzerest is held by Rells-Royee Engine Controls Limited.
“The interest is, held by Cooper Rolls Incorporatedd.

“T'he meerest is held by Rolls {1, Turbofans Lamited.

The interest is held by Rolls-Royee Indusiries Canada ne.
2The interest is held by Belliss & Motcom FHoldings Limited,
oThe incerest is held by Middle East Equity Pactners Limited,

'l‘h«“ incerese is held by Ralls-Royee Ine.

The couatries of principal operations, if other than the country of registration, are stated in brackers after the
company’s name,
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Shaseioklers’ Informanon

Financial calendar

Ex dividend date for final dividend
Caleulation period for scrip dividend
Qualifying date for finab dividend
Last date for new scrip dividend instrugtions
Anaual Generai Meeting

Paymente of final/scrip dividend

Press advertisement of 1994 fnterim Results*

¥ dividend date for incerim dividend
Calculation period for scrip dividend

Qualifying date for inrerim dividend

Last date for new serip dividend instructions
Financial year end

Payment of interim/serip dividend

Press advertisement of 1994 Preliminary Resules®
1994 Annual Report published

*Notet Preliminary and Intering Results are notificd by

O S s T e e pgre 3

March 28, 1999
Maech 28~ April 5, 1994
April 14, 1994

May 13, 1994

May 29, 1994

July 4, 1994

Seprember 2, 1994
Sepreinber 19, 1984
Seprember 1923, 1994
Ocrober 6, 1994
November 11, 1994
December 31, 1994
January 9, 1995

March, 1995

April, 1995

press advertisement only,

Analysis of ordinacy sharcholders ar December 31,1993

Size of holding

*a of total
shares

% of taral
haoldings

Number of
haldings

1-130

151-560

301 - 10,000

10,001 - 100,000
100,001 - 1,000,000
1,000,001 and over

212,301
261,315
41,949
1,114
579
204

41.03
50.50
8.11
0.2]
tn
.04

242
494
$.850
2.89
17,78
66.17

517,462 100.00 100.00

Derails of special Tow cost dealin services in the Company’s shares may be obtained from Hoare Gavetr
P 4 pany Y

Corporate Finanee Limited (telephone
{telephone 071 895 54543, Both
Limited is a member of the London Stock Exchange.

If you have any querics about vour shareholding
please write to e telephone the Registrar at the
following address:

National Westminster Bank Ple
Registrar’s Department

PO Box 82

Caxton House

Pedeliffe Way

Bristol BS99 7NH

Telephone: 0272 306600

48 Ralis-Royee ple

081732 7717) and from NatWest Stockbrokers Limited
are members of the Securities

and Futeres Authority and NatWest Stackbrokers

You ¢can abtain the current marker price of the
Company’s shares by telephoning 0839 500 232,

If you would prefer to receive now shares instend of
cash dividends please ask the Registrar for ¢ Serip
Dividend Mandaute,
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