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~ Chairman’s statement

1 .

o

“o i Tumover in 1981 at £1 443 iillion was 15
. percent higher than the previous year. In the
i face of an increasingly difficult market,
ymilitary, civil and industrial businesses all

- ““contributed to maintaining output in real terms.’
Direct exports from the United Kingdom were

£610 million, an increase of 10 pércent over
1980. . : '

4 The trend towards higher efficiency and better
soree Profitability, apparent last year, has continued,

Before financial experises — up £12 million
-+ from 1980 — the Company, traded at a profit
e f£64 million (1980 £12 million). At the pre-
" tax Jevel, profit for 1981 was £18 million
u' ¢ against a loss of £22 million in the previous
year.'\:_\ . . = n

“ Considerable management effort has been
applied dyring 1981 to the restructuring of’ the
Company's operations. As a result, the pumber

o - of people employed decreased by 5 900 durifig
v ET the year, and a comparable decrease is
SRR expected. during:the coirse of 1982.°The
Lo . severance terms have Heen voluntary, and the
You " net cost of the restructuring programme has

h g %"} " been shown in the profit and loss account as

Y ie § an éxtrag_i‘}iinary item. After meeting this

\!’ | > restructuning cost there was a logs tor the year.

. Of £3 millibn against £27 mil!iqjﬁ in 1980.

Short-term bank loans and overdrafts ended
. den &0 the year at & high level, most of which was

s, brought forward from 1980. However, on .
% January 12, 1982, a newly-formed subsidiary;
, Rolis-Royce Capital Inc., commenced the sale

o -cf commercial, paper which will raise up to Us
ey ¢ $250 million during the course of this year.

K N i ‘ rf' i .

" # -t The current cost accounts, produced in

. accordance with. UK accounting practice. also

. ."  .showed an improving trend. '

. Theré are tw o important external factors that

+ s have to be rfiet in the next few years, The
 recsssion in the aitline industry, to which

., ° % reference was made last year, has deepencd

. * %, "and may go on longer than was anticipated.

. ""}The effects have been fult by all suppliers to

' the aerospace industry, including the aircraft

+ "7+ manufacturers. For Roils-Royce the

4 s ‘cancellation, after meeting current orders, of

“_. < the TriStar L1011 prograrme marks the end

-+ of a fong, association during which the
TS, v

" Sy
Al :

¥

bl

N 2

’ Company was the scle supplier of engines |0 a
very efficient aeroplane,

- The second pressure on the Company is the
* intensified competition between engine
manufacturers for greater fuel efficiency.
« Increaseql resqurces are being devoted to
i research and development. ~

Development of an imprqvmon of the”

. RB211-535, the E4, y/as initiated in 1981,

s . The B?eing 757 air}iner, which made/its
* “maidef flight in February, has been selecled:
with Rolls-Royce {ngines by British Airways,
Eastern Air Lines,}Monarch Air Lines, |

« Trangbrasil, Air Florida and LACSA.

We aie continuinggko improve the RB21 l:-524 .
D4 engine which was most recently selected
by Maleysian Airline Systand lor-its two new
- Boeing 747 aeroplanes. The toial number of

- RB211 airline cuistomers is now 23, -

{
,
:
;

Ry}

it ’ : ‘\‘.«_\: s
©1 We continue with the policy of upgrading ..
existing engines, including the'Spey, Dart,
1 Viper and Gem. There are approximately

- 15 000 of these four types of engines currently
51 in service, © .

LTS , "
g Early in 1982, two RJ500 demonstrator
g% ‘engines ran ‘successfully, one at Roiis‘Royce - )
" and one in Japan. The RJ500 is a fuel-efficient ‘
advanced technology engine which is being

2" developed to power smaller aeroplanes of
E‘ approximately 150 seats. We are increasing

the spendton the technology of this class of
. $ engine, ’

3

—

Y

Spares business fel" appreciably short of budget
- as a result of variou. air forces reducing the
" number of h urs flown.and a running down of
inventories by;civil airtines due to increasing
financial pressures, :

The military and related business continued
* satisfactorily during the year. The RBI99
» engine in the collaborative Tomado aireraft is
- performing well in service and, although
: production volumes have been rephased, the
business represents a substantial workload on
* the factories. During the year, the Royal Air
' Force and thé¢ United States Marine Corps
selected the McDonnell-Douglas AV-8B
- version of the Harrier, which will give the -
. .-Company an increasing workload on the

9 ¢
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Chairman’s statement continued ;,{-‘
z:‘{}\‘\\ “ E * 0 ' -, N " o
\\\\\
3 \\‘é\ -~ 3
f ‘ - . 5T ) ] . B
a0 1

Pegasus engine during the mid-1980s.°The
Hawk trainer, powered by the Adour, has been . ,
chosen by the Utjited States Navy as the only .
- contender to receive fiinding for the next phase i ) \
in the selection process. - ‘

The industrial basiness continued to win new ) o
orders, The Japariese Defence Agency selected *
the marine version ‘of the Spey as the basis of =i
a new destroyer design for their Navy. In the ‘ ol
oil and gas sector, first orders were received for
i . the RB211 in Alaska and, in the power
 Beneration field orders were received for .
: 'operations in the Middle East.

There were no significant industrial problems = _ - ,
during the year, The achievements by Rolls- J ' ; U[‘C ,
Royce personnel at all levels were outstanding. . ) _ B
The Company's record of delivering engines on ' g o T oy
time was maintained and spares delivery ‘
performance, which deteriorated in 1980

during the growth of output, has been restored,
to high levels, !

The productivity improvements which have : S cod
been, and will continue to be..made in the ”
Company’s operations have, of touirse, both 4 ’ g
immediate and long-run effeots. The extent to
which they will flow through in the form of a
continuation of the improved profitability .
performance is heavily dependent on the . L
_ demand trend for our products. At least in the o v
short run, the outlook for military business is '
more promising than on the civil side, Indeed a
continuation or, even worse, an intensification
11 of the adverse effects of the recession on the
11 "civil airline industry, already in a difficujt 3 S
} financial position both in the USA and ’ |
{. internationally, could result in orders for new
|

i

v ?Ti"ilE‘. g equipment being further postponed.
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: ﬂph‘l 7, 1982 ' o Military aircraft power — an RB199 on
o . , Teheat test. This engine powers Tomado

e

aircraft for the air forces of Great Britain,> 0%

\ dtaly and West Germany. Iy is being
developed for later vercions and for new
combat aircrqf; T






 Five-year review
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| 1981 1980

1 £m [

I 443
610

Turnover
Direct exports from UK, included above

Profit (loss) before financial expenses - 64 1277 @47y 23 32

Financial expenses [{46)
.. Profit (loss) before taxation S 18
Taxation . 3)

Profit (loss) anerr taxation i5 (23) ' n o
Attributable to minority ‘shareholders o

Extraordinary item (net restructuring
costs. 1981)

|

—
()

) - -
[
oI

?.--,‘
v anas

rﬁ(]?)

Net profit (loss) attributable ‘ 1 . ‘
to Rolls-Royee Limited 3) 27) (63)
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Orders on hand at end of year — £m

e[ 1930

11950

T e i e
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Sales analysis — £m

W

UK sales ‘| Exports __] | .
: —— 704 o o
Civil - |Military )

o

P "

‘v | UK sales | Exports _] SR o
Lk 1978 e 763 RN v

ﬂw Civil -~ Military ... | _ . (r
.‘?‘f*. “ | | \

[

‘ Exports )
_J B ——J 848 o { @ a

-1 Military

- | Exports

Civil, .. Military

: UK sales S Exports ‘ =
wok ml r R , - - J 1443 -
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airerafe,

Commercial gircrafe Eawer  the pen oL
medium range Boeing 757 airfirer is povwered
by the Rolls-Royee -535 Jamily of fuckofficiens
medium thryst engines,

Flight certification of the aireraft is now in

progress, The first customers in 1983 are

British dinvays, Eastern Air Lines and
Monarch Airlines,

The advanced performance ~335E4 engine
will be avarlable during 1984, This engine
incorporates technological advarces which
provide an increase in thrust capabiiity
combined with a further improvement in fuel

economy of' 10 per cent. y
Designed initially jor the Boeing 757 the

increased thrist capability of the -535E4
mabkes it suitable for larger 3- and 4-engine

)




Rolls-Royce has pioneered smuch of the high Bolo, ‘ E

technalogy of materials and design in pday™, The Pogasus sectored thisesy webofian powers
cadvaneed gas turbine engines and the SOMERUteT all varianis of the Harricr famiic o 1 8§ TOL 1
contralied manutacturing systems which aircrafl inciwding the 4185 advanced
preduce them, Harvier which hav been sclectes? b the Rorval :
Alr Force and ti United States Marine \
This technology has been in such areas as Corps, (ver S0 Pegasus engines have nowy
wide chord fan design, biade tip clearance beon: delivered,
control devices, oxide dispersion strengthened _
- matgrialy, ceramics, high-temperature titanium Development of the ONgine to provide higher
- alloys, composite and transply materials, thrust and inereased vperatioinal flexibiliy
o continued throughont 1981, ' '
| Behind the technology are sophistiéated
& facilities for high-speed ‘Photography: laser , Work continued on the development of the
anemometry, holography and spectroscopy; Plenum Chamber Burning technigue as a
", X-ray equipmentswhich can look into engines Jeature for vectored thrust engines to powes o
’ running at full power, dynamic measurement Juture supersonie UvSTOL airerafl proposyls,

_probes; radio isotope fluid tracers and cold-
-*“fleutron radiography. ;
),\ . ) @
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oadiqnesd SISEY engine iy e e a‘f?ﬁ}.{ tant ‘
o Whickh congributes 213w, al the 107, TN ;
‘ improvemeny in engine fuel consumptun, §
Blades of this type have peon teder \
. evaluation {n RE211 engnes sinee 1975 qind
have demonstrated Significuant improvements
in efficiency, acromechanical stability and
) resistanee to forejgn olijfect damage SOMPEed
' with comventional blades. The number of
© blades required Lforeground) is 28% less than
« the older design (background), '

7 Belows ¢ A . I .

bie " CAD/CAM (copiputer aided design and T E
b manufacture) j extensively used hy Rol's. - N

' Royce. Cowiuter design prafiles (o) for a S . ’

v wide-chord fan blade are rransmitted in ~ . s
digital form into the manyjacturing process ~
“which automatically produces correctly ‘

shaped blades (righy),
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Cpposite and right,
Lasers are Sinding increasing applicatienss both
i advanged engineering and Wb iy
activities, Non ingry, stve laver opic gl
leehniques sueh 4¢ fudovgraphy amd
anemametry ure Hovw-teseed extensively tor
quantitative aerodynamio qned vitration
analyses in rafaling compononys,
C‘nmp!emcnm»j* laser specire scopic teehniyiies
Jur the m asure

INCRE G oy remperatures
throughour engines ar

¢ also undor Craluation
and development, -
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Relow:

& One of the mosy s
Xrap wavelengih
analysers in the y
composition of g

ophisticated automated
and energy dispersive
'orld used 1o Study the
dvanced materials,

}i‘j\i‘rﬁ&!:[;}:fig”

T
e

T

u
INNE A2 w2 poang o =



Rizh:
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CAd and b1 R TI Ry DRt
regirement, pnolydcd stntidtingig rrestion,
ol eight binds, wnder serielaied onant e tal e off
condition,

Befeny

The lightweight Keviar fibre-y rapped fan
containment syvem in praduction tor the
“SI5C engine has boen developed further for
the ~335F4 engine. The development aned
applicarion of lighter and more efficient

] / . .
materials and struegures i heing constanly

extended, :
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: . ' corrosion resistant materials. The

. strengihened metal alloys, and ceramies, form

T £

o . A
. ' Durbine Blagde s Pos fooccs o S
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o oS

\ L o Belows
S The high temporature and stre eontditins
o Amposed by modorn engines reguire the
o application of sophistivated high strensth and

development and understanding of new
.. materials such as directionally solidjiica,
‘ S stngle-crvstal and oxide dispersion

o o essential features of our technology

B progranines, The photograph shows one of
the most extensive mechanical test facilities in
. g Burope g
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Report of the directors

Principal activities

Nl

0 N 0

iy The Company'sprincipal business is the _

Wl design, development, manufacture and safe of

\ i -gas turbine engzines and ancillary equipment for
L, airerafi and for industrial and marine

applications,

W)

v

N3

Subsidiary companics include Ralls-Royee and

&

Empioyees

The veeehly average number of employees
waorking wholly or mainly in the ‘United
Kingdom was 56 (00 (1980, 58 800} Their
acgregate remuneration was $424m (1980
£403my.

1
|
\

{ \IE i
A
iy .
i !. il Associutes Limited which designs, develops and IThheeﬁgnlt;eJ ()fHUn:Ic.td !,\;'f,]%%ot;n employ ees at R
”I; S procures xgclear steam-raising plant for naval ¢ 7 The year was o e '
1141 purposes, Other subsidiaries are mainly concemed . . b
e ;m; with providing sales and service support of Disabled p ers.onsﬁ .. ) - y
tiiu,  the Company’s products in overseas countries, - The Company's policy is to consider all Cw
1 INGE TR , ) o applicants for employment or advancement e g
B :\. . Resalts for the year - ' their merits"and where an individual has some s
¢ “ﬁ\{ﬂé!@:‘r . TUNIOYC!‘ for the year-was1 443m (1980 disability, to make every effort to accommodate | 3¥
fﬂ hﬁi" { 3 255{% including direct exports of £610m that disability. - SR
L g T Y (1980 £550m), < : o Coe
. %i g ]l I The profit before taxation was £18m (1980 Dorations . , ]
eehiE A oss £22m), 3 N © = - 7 No political donations were made by the L
§:~5N;;'§§‘si$'s‘ t Share ca'p'i'tal\i'\ Company or its subsidiaries. Charitable s
HIRn R g 4 Y - ! 5 ! . . t 3 3 AR
15«;}%::;-\;;;}} On Augusi 12,1981 the authorised share ggga;'&';; amounted to £55 200 (1980 -Cks
‘fggé L gﬁg’h z capital of th‘é: C(’;\;n;'ri-‘ny \vas increased from o ' =, ESe
cRE il £400m to £600m: Ly N - o gy
b 30 3 ‘\\ \ 3 N Y !-
> ﬁgigl" atwﬂi During 1981 the @upxpandggssued 130 million ’I]')i:;e ;i!::::stors listed on Page 17 were in office ?gﬁ’
)R E  shdves of £1 exeh, e gar, fok working ca ital et 4 S e
“‘::t.ggz :a{’! pu \)ses. “ t\‘\g\ < "\\ ga P ‘« _ throughout 1981, apart from Mr Ralph Robing ?’ !
3’“ A R . 4 AN ° - and Sir Francis Tombs who were appointed to_, e ;
ﬁ ‘ ?i”ﬁlﬂ 4 *3’,[? Pundn‘\y\g : w ' +the Board on March 9, 1982, None of the ~ s
ﬁ; b= i ! j; Towardsthe end of 1981 Rolls-Royce Capital directors of the Company at December 31, . ol
) ‘;%FJ&U § Inc., a w}'(glly owned subsidiary, entered into - 5 1981 had, during the year, an);_jiiierests inthe > & }
‘ ;ELETJ:-;' | -agreement \with\\‘a number of intemalic};‘(ﬁii  Shares or‘d'e.bentures of the Company or any of %;
iy 1od1 banks to la jch s commercial papér its subsidiaries, . : s
Hil A fa'.] i ]% programme i}‘\the ; m'tgd States. Ti-a\?.\ '\g , N . S ‘ 3]
L};}E"q{ 1)} programme w}s\ launcheﬁ**en\%ganuar}\t\;‘l2.\.‘!“982 Auditors .~ L. “ESh
: 31%@’6 5 b , and, when fullyissued will provide the\ . \' - 4 resolutio to re-appoint the auditors, « | ER
& 'l‘h]{ i Company with uj to $250 million of short-\.: Coopers & Lybrand, will be proposed at the Ned
N b tem ﬂ_mds which dre used as a hedgc'agzgmsu\,;\ annual general meeting, W
Na i j Et dollar income or ar ”ﬁovered forward int¢ \\-\:\ Sy .
(yic w it sterling. The issue is puaranteed by the V% By order of the Board  Anihony Warrington, i
v - uiis Secretary of State for Industry., NN Secretary. . 1
LR A N : . » \ 7 . L “Ud"i
g IH Property and plant ‘ April 6, 1982 . "
L ! \\“ i: ; Expenditure on property and plant during the - g
S et S (11} year amounted to £28m (1980 £44m), mainly . - ‘ :
} o< Nt in respect of machine tools at aero-engine N : o]
"iu,fs; . it facilities, ‘ X § :
5 v, ] . . . W “n“
i1\ The professional valuation of the Company's . . 4
st v Y land and buildings at December 31, 1980 has - K i I
wi+ 1 been updated to the end of 1981 and suggests ° : gt
- e value £8m greater than the figure shown in - ) i
T &
C ~+the accounts, : \ Bi§
- \" \\ \\\ ! 2 $ .
: O“ RN . " N ‘ i
W, \\\., ' gg;ﬂ\‘:
f * . BT A
i ‘ A TH)
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S the revaluation of Jand

AN ’

- tmg

Accounting policies

The accounts on Pages 18 to 29 are prepared
on the historic cost basis, modified to include
and buildings at
December 31, 1980,

Turnover and trading profit

- Turnover-excludes value added tax and
- comprises;

(i) Amounts invoiced to cusjomers,

o (ii) Estimated sales values, where prices have
) not been agreed with customers.

* (i) Tncome from licences and management
fees,

Trading profit is taken at the time of sale; in
the case of Jong-term contracts, proflt is arrived
at by reference to the estimated overali

¢ contract profitability. :

. . Exchange rates
: c (i) Subsidiaries -
e Foreign currencies are transtated into,
sterling on the following bases: - A e
(a) Turnover and profit at the ayerage -
raies ruling for the year, any difference

at the consolidated result's.c

(b) Assets and liabilities at the exchange
. Tates ruling at the year end, the
differences on transiating the Opening
net assets of overseas subsidiaries
being taken into account in afriving at
e the consolidated resuits,

? - [
- (ii) Parent Company

Assets and liabilities in forcign curredicies
. are translated into sterling at the exchange
' rates ruling at the year end; where forward
o exchange contracts have been entered
into, the applicable average forward
exchange rate has been used,

) y.

. ANNUAL REPORT 198} 18

on exchange being adjusted in arriving «

b

Taxation

(i) Parent Company and United Kingdom P
subsidiaries .‘ L‘
United Kingdom corporation tax at the  ©
rate for the vear is provided on the profits

. adjusted for taxation pumposes,

No provision is made in respect of the
liability for deferred taxation except where
there is a reasonable probability that such

liability will arise in the foreseeable future. S

In thoze circumstances provision is made,
calculated on the liability method.

Overseas subsidiaries.

Overseas taxation is provided-on the
profits adjusted for taxation purposes,

- (i)

including provision for deferred taxation. Lo
The close company provisions of the Income . - Lo
. and Covporation Taxes Act 1970 do not PO
“apply. o ° Lo
- s -’;“(
N . i .‘,:'
- % o7 gt v
. . Sy
"/ Research and development ';7‘??'?@
' Capital expenditure on research laboratories at
- and plant is written off over its expected AR
' working life. Ali Sther research and o
.- development expenditure borne by the R
Company is charged in the year of ’ }ﬁ,{_{. :
. €xpenditure,. - R 335:5 v
* Her Majesty’s Govemment makes contributions i
towards the cost.of some of the Company’s. =~ X
research and development, In such cases. Q",é;,}?
' arrangements are made for the Company to -
. Pay levies in respect of future sales.. Ll ,;f
o . i: ,;,_": Y
: i
“Inventories ; £
" Inventories arecvalued at cost of material, {:;:ﬂ
labour and relevant manufacturing overheads, e
‘less provisions for obsolete and surplus items ‘»‘% *
and. where necessary, provisions to reduce cost” P |
1o estimated realisable value, ’fi;. .
Tia
_?rogress payments received -arc deducted from 1’% ;
Inventories up to the limit of the relevant work bR |
540 progress. Other advance payments and . “*ﬁ
“deporits are included in accoumnts payable and {Eﬁj
provisions, : g,j W
h R
T
i
. e
. R
TR o Vo “.
e \\ S
;. ) L

©




Acewunting policies consinued
}\ .

* Depreciation
N () Properties .

Depreciation is provideci on ithe valuat}t,;;: . Report’ Of “the a.UdltOrS

. of properties adopted at"December 31,

> : oL
1980 and is calculated on the-straight-line . g
- bgsis over estimated lives which, \\%:]h " > To the members of Rolls-Royce Limited y " . t ‘
effect from January 1, 1981, hav : o o Lait o
revised to levels ar;reed with the é?::;rz:s + We have audited thg.accounts on Pages 18 to il« e
professional valuers; Depreciaticn is not 32 in accordance with approved auditing N
pravided on the valuation of land. + standards. The accounts on Pages 18 to 29 SN Ean
Lo . - have been prepared under the historical cost SR
The estiraated lives are: ', convention and the supplementary accounts '’ )
(@) freehold buildings ~on Pages 30.to 32 have been prepared under B A
10 to 45 years (average 28 years) .  the current cost convention as described in EO
- (b} leasehcld buildings : Stzitement of Standard Accounting Practice * 7,
"« lower of valuers’ estimate or period of . NO. 16, ’ e ’*;I
v lease. ‘ : oo . : 7 e
' : ' 2In our opinion the accounts on Pages 18 to 29 L L fEE
Piant “ ‘give a true and fair view afthe state of affairs peh
Depreciation is provided on the original ~ }of the Compan “ali-iHie Group at December o . IR
cost of piant and is calculated on the 531, 198! and ofghe results and sousce and LA
straight-line basis over estimated lives in “sapplication of h;ﬁ\z‘ of the Group for the year ;‘? ! ii}
the range 5 to 14 years, " 1then ended and con ply with the Companies 'iar:e:wg i, i
‘ | JActs 1948 to 1981. Rt Rt
; 4@ Warranties and guarantees. , L . “
5 1% sifProvision is made for likely future expenditure  §10 Our opinion the supl?lementa't)y current a
S jﬁﬁ_«i}j&“ﬂh warranties and guarantees relating’to sales 1cost accounts on Pages 30 to 32 have been R g
© el to the Year end. The sum set aside for this ~ Jproperly prepared in accordance with the _ [ Eage- g i)
o tiledkgpurpose s included under accounts payable ipolicies and methods described in Notes 1 to 5 g b s
o et Fﬂlﬂd provisions. ) A . Jto give the information requlred_by ) PR ;{
T oy . : tStatemgnt of Standard Accounting Practice w; ity g.f"'i
LA ézuﬁ;“;i;ﬁmvissom . C - Noe: . g1
e i . G ‘ ; F V-
| ©ruaan accordance with Statement of Standard Ly . e 8 T vt B 25 AT i B
3 H| ;=‘*§Accuunting Practice No. 9, provisions are London Coopers & Lybrand wrgt ¥ il

Jnade for any anticipated losses on current April 6, 1982 . Chantered Accountants
b W et A - £ y
pontracts and projects,
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Profit and loss account

Jor the vear ended December 3 1, 1681

B

d /'j'/” J
’ - ’
) N TN |
R
’ b a
Nl
: ) Notes®
RLEEUE e o
o
¥ Turnover
B '
Profit before financial expenscs A
Financial expenses .?I
= . ) S v ‘l 0
Profit (loss) before taxation’ _— 1 -
Taxation e e S I /4
Profit (loss) after taxation ST Y :
Attributable to minority shareholders - ° .- /
Extraordinary itern

Al
-~
3
[
. t
I
TR
-
D
a
'
"7 4
Ty
W
FEN
"
El
.
Ll

2l v
- - Company ‘ ? o Consolidated ‘
1980 1981 g 1981 1980
£m £m £m £m
-Reserves i
(11) 95 Opening reserves 14 7
(33} (17)  Net (loss) for thé‘\ ear A @ @
. Surplus arising on :r‘evaluation ) oot
139 — of land and buildings ’ R - 144
_— ———— A I“\ = -.: \ —_ .
95 78  Closing reserves || v ! 121 124
I h , fi.( '
A P
y Lk T
= ; N -)E,L‘.X” "
. lf '\Ju) 4
& The notes on Pages 23 o 29 form bart o J‘these accounts, ‘ ‘i" %ﬁ”
: I i :
‘ i T i
Q:fr N 4 4
! .é iy
S : HE
: Rri
. Ry . ;“j; ?L:
Hy '\.I;:\ \‘a o
Lt . !?i w?‘ ’55
) ‘\-‘: “-‘:- Elr;: “;‘E 5.-; .
: - i \ \
| ., R 4R
. S Ly
2 : - i
o oh N h N . '?' N‘i
* ANNUAL REPCRT 1981 20 NP ; »
o . 2] i

4

:
T}
;L’*‘}h“"‘

(net restructuring
costs, 1981) co

-Net (loss) attributable to
‘Rolls-Royce Limited

o
e

Yoo L lo
i e
< bl

ConsoIf‘(iated

1981
£m

1 443

Srrarg—

6

_ (46)
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1980
£m ¢
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Balance sheets

!. af Decarnber 31 98]

Ce‘“ipauy
1880
£m

R
o “\.Eh‘ o’
L
krln %

<l I,f. 'ﬂ"

9]

. 1”"

- i

. t

’ e 2

.

- WF

iy

o

b4 [I‘

¢ nlp

E\

Yoy

o

T

g
0

.
'
* o

203

1981
fm

- 975
534
441

271
27

738

458
18

536

ﬁhe notes on Pages 23 to 29

o

s MoF adzean of Kelvinside
;P J Molony

]

Net ussats f'mnloyed
Current assets
Current lizbilities

Net current assets

Proper*y and plant

SubSIdjary compdmes

Financed by
Share capital
Reserves

o
G

>

~ Loans : o )
— 0 Minqrity interests in subsidiary companies = Y 1 6

&

b,
} Directors

. Consolidated
. . 1981 1980
&m £m

™

1665
574

491 . 346

9 7 303 299

| 10 — —

N o 794 645
" 0

, - 458
6 - 121

579

n ’”la - T ]2 209 .

o . 7947 645

ﬁ By

L{

Jorm pant of these accounts,

i
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Source and application of funds

Jor the year ended December 31, 198 T

Consolidated
' : ) ‘. 1981 1980
"' | : - £Em - . gp
P Source of funds B . el
T LR Profit (loss) before taxation N - 18
ﬂ s« Depreciation : 2
L

+

| 2

. LA
E A u . ‘ N .
A °

PR

By w e
a

R . e 4s -
1 ' Issue of shares for cash . ' L S 139 .
“u Loans (net) ’ : . 22 ¢
e ., ] e ] , * . , P —_— .
. - ; . \ )w[ Ji
. : Ve ' ‘)
Application of funds , R e o
Change in net current assets; |
ncrease in inventories, net of Progress payments ; /f
(Decrease) increase in accounts recéivable S g
Decrease (increase) in accounts payable and provisions v
B N ’ . Vs ) ://_5 - y, ’ N ; ) €' I : ‘
o ; 1 ,‘F
Capital expenditure . o S VBT
Extraordinary jtem ( net restructuring costs, 1981) ' . 1 /"“
. Other items : ¢ L
P i Cet.
' g . ) i !
b} il . [ B
b
N 1
> P . - M
Change in net liquid funds S g
Increase (decrease) in cash balances e T /5 <o
(Increase) in bank loans and-overdrafts ° 5 il !
B
. \ v
The notes on Pages 23 1o 29 [rm part of these accounts, : ;
‘ ’ + v |
. T |
| RS
Ly ‘3 f i
i
: -
" ) [l ‘”l » "
a 4.: - ;l
.
!

’ "‘Q ‘H& P Q}L

: - S
' ir
2 :‘, t )

" i ’E i Y

i i, . N

o N
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- Notes to the accounts

i

, O
//’ k 0 ’
' 1: . C‘r7 ’ . ’ i :'m,
. 1, Profit before taxation is after chasging . / 1981 1980 )(
- a o ‘ K f£m £m .
e Dep{'eciation ! 27 24 "
- % Iyt Charges for leased assels s 1i 3 R
~  .h-d. Hire of plant and equipinent - _ 10 10 ,E »
LT i‘ Auditors’ remuneration (1981 £0.5m; 1980 £0.3m) LE
‘ Wb . = : - — o -
4 L@ q'."gi é . ' L
v MEEE 2. Financial expenscs ' LR
L } _j‘:r‘ | Onloans in excess of five years o o 27 © 20
T L;r;: : "On short-term indebtedness .o _ S 16 16
\\_Q ,: Il;-llwt;',w{' . ) . ’ ,__ — .
Ny ) — ' 43 36
b \3{ Tﬁg% 1 Less interest received 2 3
o e ‘ ° — T
ool ,, 5 R 41 3
: E :-{Eh:} Financing costs of leased assets (included in Note | above) ——oo . . __ 5= 1
ooy ? ﬂ‘l - - L. N . ;.lg
S rggﬁﬁ i, 46 34 E
SRR |0} ' . . — —_ {F.
B Gﬁ;ﬁ:;} ‘3. Emoluments of directors and senior employees b
rt gﬁ] g The emolumenis of directors, charged before arriving at profit X
‘ -1yt before financial expenses, were;, - .
o “;ﬁ : \931 1930
‘ “,"‘:*a - . £ £
-, i Chairman 61639 60 800
L my ‘ - S
* %y e Other directors: P s
v U Pees e 15600 7500
.2+ 4l Other emoluments, including pension contributions ~ - ©. 402800 413 750
. S"ﬁfk‘ Compensation for loss of executive.office ‘ _ e — 85000
t .‘ L} ‘t’; A oo . N -
S HE" The emoluments of directors (other than the Chairman) and senior employees working N
S g&ii wholly or mainly in the United Kingdom, excluding pension contributions, ot )
e - ell within the ranges below: N
® " Fg“,':“\é} i 5 )
~ & L '“i.‘
o f';!‘:-:msij Emoluments Number of Numberof >
v L",L‘« 5 I ' directors” "= gzniar emplovees =~
s Bl 1941 1980 - 1981 1980 I
PR I Nil to 5000 N2 2
Doty 5001 to 10 000 ! 1
IS 15001 to 20 000 - 4
BN - 20001 to 25 000 — - 90 54
T : " 25001 to 30 000 . i 29 17 .
ZEP ) 30001 to 35 000 - — 9 " 3
R 35001 to 40 000 2 ] 1 —
N 40001 to 45 000 1 _— — —
: 45001 to 50 000 — 2 — -
s , 50001 to 55 000 3 1 — —
. | -
" 4;;
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. Notes to the accounts

i
. A

h =

ST 4, Taxation \
The taxation charge is made up as follows:

United Kingdom corperation tax
Overseas taxation

R
e

o

[

5, Emrdinw_ tem- o
4 During 1981 the Company commenced a
R 'ﬁ substantiafly completed by the end of*198
el il d. redundancy and voluntary termination;
[vic.sl  eccounts for thase two years,
']‘C . . u ’ .

y 5 T
Company \
henw R 1980 0 1981 :
N ﬁ‘w‘ﬁ; Amoo gm -
' l%;'%g;&i T e ST Nem dish‘ibugabje reserves
BRI P i D 139 . Opening reserves ‘
b T 139 - Surplus on revalu
T 'ggﬁ@qg : * Depreciation charge attrj
Tﬁl " @'ﬁ —_ 3) " to revaluation surplus
: ?ﬁﬁ 15 139 136 i ’
Eap iR o * Distributable reserves
(44) Opening reserves
. (A7 (Loss) for the year

3 ‘ surplus
- (88)

T 78 . Closihg reserves

; ANNUAL REPORT 1981

s M
‘y?r *’hé v
s P
! 4 SV M
I N 'gl‘.,-,*.ng-df?‘?, £

24

A potential. deferred taxation liability of £39m has not
arising on the revaluation of land and buildings as the
laad and buildings. No other potential deferred taxatio,

Transfer to non distributable re
depreciation ch

rpajor‘réstrfhétunlng of its operations.
‘ 2. The net restructuring costs, includi
ar¢'being treated as a separate item in

ation of land and bujl
butable

2]

-

v\ -
erves of o o
arge attributable to ravatuation

D#;f’erred' taxation of £2m (1980 £1 m) has been provided by certain oversess subsi

been provided in respact of the surplus “

€ is no present intention 10 disposc.of any

n liabiiity exists at December 31, 198 L.
R

124

o
S
N

N

.

b
i

My

3

i

poc MU g

=

el
4

0
1981 1980
fm £m
- (1) 0.
3 2 ‘
3 |
m— — L
diary companies,
|
K = o !
ii
The actions will be
ng the cost of 'y
the profit and loss b
:wa
Consolidated b
1981 1980 .
£ £m P
144 - &
Y — 144
® -
141 144 5
¥ e &
e O N
® en 7y
3 - _ :“'\
(20) (20)

)
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St

2

' 7. Current assets o - ‘
A Company . ‘ _Consolidaled .
C e 1%80 ° l-‘;ﬂl \1;:81 1980 o o
¢ m ) ' ‘ R
- " Inventories: oot fm . *L"? L
e 1 135 Raw materials ’ 141 s o
¥ 0 358 407 Work in progress, jigs and j00ls | ~ 431 380
el 356 409 Finished parts and engines , 1434 376
S Tss as 1006 g7
i § fey (224) (242)  Progress Payments against inventories (249) (228)
3 B 601 709 3 7 643
ff‘/ y 269 236 Accounts receivable ) 268 291
b = 30 Bank balances and deposits ~ - 40 6

—— s

870 975 | : - 1065 940
- 8 Current liabilies - - B a

Company " ) . Consolidatad
1980 198} : . . 1981 1980
8 fm . fm ) = =- ~ fm = £
460 388 . 422 49,
98 . 146 47 A0
_— “ ' ;/ 3

4 LS5

< L

. = [ e
- "
T B I v et A % e o

= = s
‘ L ”‘5‘5*82:1\_ . 534"‘ , T\x 574 :_,'/;' 394

& Le s o ,
“*”ﬁ; A e 9 Pro‘pertx and plant ;
I i i ! ' :

Plant and  Total
equipment -

- by -

% iy Consolidated }
[ . 8% Cost or valuation: ‘ I , 5

R At January 1, 193] R - R T 460..
%\ fel" ¢ Exchange adjustments e Y 7
\ i Additions at cost R - 121 < 28
: @ “@
299 49]

£Em £m

2
6
. I v BI'SPOSIB'ISIL? -~ — . (‘ i\
VI @\ At December 31, 1981 173 o1 7

. RN
P hou th

i w e .
g L AR EE N e ekl

"% Accumulated depreciation: ! : ‘ B
Wk AtJanuary 1, 1981 P - — i61 - 161 A

. auif'&:z: - Exchange adjustments * T - - - 2 2 "

Yo =} Provided during year ¢ 6 - -— 1 20 . 27 ] 3
W::' DESPOS&!S . . _ — - : s (2_) e (2} ; ‘ w -

Qi At December 31, 1981 6 . — I 181 . g8 ¥
S ;ii‘iiiNet book value at : : o % |

i5 1 X December 31,1108 , 167 12 6 118 303 &
\“{i i ?@N&Qbook value at S E o ' : e P i ’

b s December 31,1980 165 11 ) ’ 16 299 \:';

o { \ | Iw' :‘5 ot ’ L _;_ —\-_", b ot e —— ‘:\".‘:{

[P
A

';;ﬁ

: . f

/ -
=
x
s
¥ D .
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/ Notes to the accounts
/

O

2 Cost or valuation at
W' December 31, 1981:
o ﬂc':‘ COS[ RIS
‘Valljiation 1980

i 3

s

{Llisith% Cost or valuation;
; A; Januvary 1, 1981
Additions at cost

it

VI/«'Jiqusals'
' At December 31, 1981 1,
dhie ‘ ¢
M Accumulated depreciation: < L
: At January 1, 1981 ] ’

Provided during yeaf
Disposals

il

LR o O T

Loy . ) _ e ‘
,,% T F T IR TR KRS S
;’:%‘ pj;.‘ Ll e O e = \\ ’ )
RO WA S
AT T _

&=
e

_#:_ 3 -f,’:- rf'{ = ;:'
AP T AN
- ?E

i
ik " o
AP ‘At December 31, 1981

Bl Lo u 7
i Nevbook valne at”  J-
December 31, 1981

r

=~ it

"

E B
A% e

»z%ﬁ £
=58
: 7%5'

A% s
peef

SRR =? s
et o e e

e e

3
LIRS i

2
i
=
<
&,
'
©
)
™

&

«Cost or valuation.at .
i, December 31, 1981:

¢ Cost .

ﬂ Valuation 1980

B

:,w‘.ﬂ..,:':)_‘.m._

a
¢34
it

.

T

ar. = A

W i W

i 2.3 2y

Sy s S R
FRENIE A ey TR

PR s
i Tmg A

-

o o

vhe original cost of assets fully writ

Fi - B lamounts t0-£96m (1980 £109m),
it
. i!‘ b “

"y 'i
,f\ ‘;] NN

N GANNUAL REPORT 1981

s

., Company e

ten off, but still in use and included in the figures above,

Land and buildings

Long
Freehold lease
£m

£m

8 I

Short

lease
£m

Plant and
equipment

! "

165 - 11 S 7
173 12
—_— —_—

158 7
R - -
%, — — —
‘ \ -

", 163 A 7
5 -, ll
5.0 0 '
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158 8 7
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10, Subsidiary companies

Company
1980
fm
19
20
(21)

18

-losses,

[

1980
£m
4:

11, Share capita

u

Authorised ét; end of year

1951
£m
19..
4
(16)
27

T ——

" Investments in subsidigry companies are carried in
lities at May 22, 1971, with sub

b

the assets and liab;

" Rolls-Royce Finance Limited, a whoily owned subsidiary,
Company, through this ‘subsidiary, has entered into arrange
certain customers, The circumstances relating to these arr.
operates under restrictions imposed by

"Limited is significantly impaired and, in the opinion of the directors, it would
~ consolidate it, The following inforination”is provided with regard to Rolis-Ro

192}
fm

4

“
—
-

]
{

Authorised at bcgiiim'ng of
Increase on August 12, 1981 . ‘

jIssued at beginning of year -
328 million ordinary shares of £1

urther issue during 1981

. 130 million ordinary shares of £1 each fully paid

L ': ;.‘Psued at end of year

I
Shares, less amounts written off
Ameunts owing from subsidiaries ’
Amounts owing to subsidiaries

! .
[

|

L

. 8]
- TR _

the Company’s books at the net book value of
sequent additions at cost less Post-acquisition

“has not been consoiidated The
ments for the financing of puichases by
angements are such that the subsidiary |

lenders. The control of the subsidiary by Rolls-Royce

be misleading to

rce Finance Limited:
J] /’{/

Net assets at December 31 7 o®

o

<

to Rolts-Royce Limited., dealt with in the

Net aggregate profits attributable
accounts of the Parent Company:

(i} net profit for the year W7
(i) accumulated profits N
Amounts owing to Parent Company ™

N
¥,

“ Amounts due from fellow subsidiary . .

ycar T = Ay

e&_h”fully paid ax

. 130

——

458

234
94
328
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vy USA ~ Rolls-Royce Inc,

o hrerests in vompanics marked ® are held by Ruils-Rayce Holdings

: i

v

. W

i
l

) LR

Rk &

} lncorporated overseas: ' T

Notes to the accounts

12, Loans

i/ 13, Principal subsidiary and associsted companies. -

' Subsidiary, companies oL o S

Registered .in England: - ) ’ o
Rolls-Royce and Associates Limited (25% A shares 100% B sh‘hres)
Rolls-Royce (Far East) Limited o o
Rolls-Royce Finance Limited
Rolls-Royce (France) Limited
Rolis-Royce (India) Limited
Roils-Royce Leasing Limited oo g

> Sawley Packaging Company Bimited =~ © o

v

~ Australia — Rolls-Royce of Australia Pty. Limited - ‘)@
Brazil  ~ Molores Rolls-Royce Limitada
Canada - Rolls-Royce Holdings North America Limited
-« — Bristol Aerospace Limited
- Rolls-Royce (Canada) Liiited

-- Rolls-Royce Capital Inc,

North Americe Liouted,
‘Associated companies
Registéred in England:
Rolls-Royce and Japanese Acro Engines Limited (100% A shaies)
Rolls-Royce Turbomeca Limited (100% B shares)
- Turbo-Ution Limited (40%, ordinary shares 37.59% A shares)

i Deeside Titanium Limited

cIncorporated overseas: :
'+ Cooper Rolls, Incorporated

' The results of associated companies are
| dividends received, as the resuits are not material.
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Company )
1980 1981 g .
£m £fm . .
Unsecured: °
26 i2 - Nationai Enteiprise Bozrd loans (repaid in 1982)
187 190 Bank loans rcpayab!e«l%‘}ﬂ(l\pr carlier
183 202 . C | R
Secured: o
: Loans repayable up to 1998, with interest rites ©
t L 7% to10%% & ) /
184 . 203 P ‘.0

not consolidated in these acceunts, excep{ 16 the extent of

Consolidated
1981 1980
£m £m "
e
C ) Y26 )
vy 157 ¢
202 183
VA
N - i
' 7~‘ 4 i
© 209 187
[
f i
b
Percentage - .. i
] Ofequi!}’ ) K -
43 " mm
. 100 7 = F._ -
‘100(( N
y . ]m N E* B
=, [(X) - '.,:
100 [
100 (s
I
100 ?;,‘,(,
100 RES
100 g,
100* r‘- :
100+ -
I y ".2 %
z 0T
o
el 4 g
g ° %’ 5’\
T 50 it
o 7 50 qih;; )
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L 14, Persion funding L
... 7. The several Pension schemes of the € ‘ompany and jts subsidiariey re ¢dministered by trusgees and o
o . - the assets of the funds invested by them independently of the finances of the group, The schemes R
. are funded by annual contributions at rages bascd tipon three yearly professional valuations designed
S o provide for future pensions, including amounts based upen past service, over the pericd of .
i o employment, oo . , .
i N P
ﬂ: ,}[l ; ‘ ] . . ‘ . " i ) - .‘ﬂ N
5 15 Future capital expenditure Y . , . |
P Conipany . ‘ : ) Consolidated '
1980 1981 v . ’ 1981 1930 o
£m fm Wt T ) £m £m S
o e ) Capital expenditura authorised but np , . o
F 42 3 Spent at end of year o o 36 48 o /
W 27 14 of which there has been cominitted . C 15 32 o
S 4 ? . coer ‘U,, J RS
i 16, Contingent Habilities. & o s L LE
' Lf’) " ‘ Company - . oy Jl:’ - CODSL}HdﬂfEd ! ;':': ’:‘ i
oapae 1980 Jogy o N ’ 1981 1980 R
Codet s fm £m : P N £m £m iy
ARG u . Guirantees, custom bonds and other ok IR
g w}wé . 6 7 matters estimated.at v 8 7 iy e
R %r&fﬁi The Company has indemiified the Receiver of R-R Realisations Limited against liabilities under £
-f R agreements (other than the RB211-22 agreements) entered into by him relating 1o any part of the o O;’ i
I PR -undertaking and assets of R-R Realicationg Limited acquired by the' Company in 1971, The E -
} oo ks Company has also indemnified R-R Realisations Limited, its Receiver and Manager and its Joint 9y B P
D g aLiquidators against certain of:the product liability risks associated with products and services of s Yot
L R-R Realisations Liniited, which risks are insured by the Compang{l,:nder its normal insurance 541 ; PRNS
A ansements. Ne sigrificant costs are expected-to fall on the Company. ~ . i s A
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¢ Closing reserves
' Current ¢ost balance sheet
: at December 31, 1981

i Net assets employed v
i Net current assets

Current cost profit and loss account

Jor the year ended December 31, 1932

Turnover .
Profit before financial expenses on the historic cost basis -
Less current cost optrating adjustments

Current cost operating (loss) . !
Gearing adjustment ’
Financial expenses

* Current cost (loss) before taxation
Taxation ’

Current cost (loss)
Attributable to minority shareholders

" Extraordinary item (net restructuring costs, 1981)

Current cost (loss) attributable to Rolls—Rojcc Limited ° ,’

=
Reserves I :
Opening reserves »
Current cost (loss) for the year - : W
Movements on current cost reserve
Movement on other reserves  ©

E=l

x~ Property and plant

i
H

oyt
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1
!

Minority interests in subsidiary companies

- Financed by :
. Share capital ’
- Current cost reserve

»Other reserves & -

Loans

DRSPS

Consolidated
Notes 1581 1980
£m £m
1443 258
: 64 12
2 (88) (1135 .
24)  (103)
3 24 30
@6)  (34)
@6) (107
® )
49)  (108)
1) (2)
- an Q)
. () 12y
. 402 7
67) (112)
69 363
— 144
404 402
£ £m
[#] "
534 377
4 543 546
1077 923
458 328
5 . 432 363
(28) 39
862< 730
209 1§87
¢ 6
1077 023
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Notes to the current cost accounts

1. Accounting policies :
e
The accounting policies adopted in the curvent Cost accounts are similar to those set eut on ‘ﬂ;i‘(
Pages 1§ and 19. Tl =
- " - The current cost operating loss arises from the ordinary activities of the business., It is ,
’ "E detcnmnegl after allowing for the impact of price changes on the funds needed to maintain the :
. net operating assets of the business, but takes no account of the manner in which these assets A
o, are financed, R h
.  The current ¢ost loss aitributable to Rolls-Royce Limited is the deficjt after allowing for the el
impact of price changes on the funds needed to maintain the shareholders’ proportion of net & ,
. operating assets and affer adjustment has been made for gearing. . . 5
z sl ) N . . - 2 Y 3
& " Property and plant is included m the balance sheet at current cost, net of depreciation, , 2 .
. 2 Current cost operating adjustments ) ¥ .
The net charge is made up as follows: - 1981 1980 o o
RN - ) /! A © £m £m * o
"- 7 _Working capital ‘ 65 98 :
¥ =" Depreciation X 23 17 LY
" L“_,‘(, R K . —_—— —— ) :’.’z . &zﬂ - g c’.
o : ; P S
G - : ' & s bews
. ‘ ) \t;j;: . K . . . e ere s - T !
g o M Working capital, which comprises the net total of current assets and current liabilities I T
© "8 (exciuding bank borrowings), has been adjusted by means of published Aindices to reflect the . L
i effect of changes in input prices of goods Aand resources used durizy the year, T
i -1 3. Gearing adjustment, e
e o

Bt Eﬁv A proportion of the net operating assets is financed by

3

borrowing, the repayment of which is

-
Fhe
Y

S
o fixed in monetary amount irrespective of price changes on the proportion of assets so financed, ) . ?;”’ ﬁ .
: ‘“ . The gearing ddjustrnent, as applied in the current cost profit and loss account, abates the current 0 ?'F’*“'» ~
™Rt cost operating adjustments by the average gearing proportion in the year. %;; i, 0
I v " . a i i ‘ \f\! :'ﬁ? “ o i
4. Property and plant . S g
b The current cost of property and plant has been determined as follows: X ¢ 15, %‘_ L
‘ () Land and buildings at the professional valuation at December 31, 1980, with 198] b f#t‘;ﬁ: e
additions at cost. R g
; (ii) Plant and equipment by the application of suitable indices to historic cost, or by intemal - LA 1 Y
B valuation. . . ' v ‘r%; e 4N
. i [ The net current cost of property and plant at December 31, 1981 was: l THE
.’10“-9 r'jb“‘ e . i .‘?" ' )
ST Gross Depreciation Net di 3
S :&* £m "o Em - £m 1%t MO
e ﬁﬁp Land and buildings K 192 i 7 185 o lfﬂ-c,is n; 5#
i "+ Plant and equipment Sk 854 496 358 m;%’ . *ﬁ
J T ’ —— ) AT Y PRI
: g S 8 T ean b ie B W
{0 & At Decomber 31, 1981 1 046 503 . 543 e
= : — —= e g
T {; At December 31, 1980 > 980 434 546 gﬁ; ¥ 3K
NI A . ' -« . I Eoo] NG
f " wpAsset lives of Jand and buildings are as advised by the Group's professional advisers and o :ﬂ 15 SR ;a
f | Mverage 28 years. Asset lives of plant and equipment are estimated at 5 to 25 years, : ﬁ! iM .,ﬁ}i
: AR R E e ghaky N
Lt o P& ‘3 9&
o ) LR
, ' ., a; ?] s ;l"‘; :’“
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i §6 the current cost

N

5. Current cost reserve
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