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1990 (R5L)
Lm

Fumaiar 3,670

Oyperating Profit 468

Roreman huand developient {neti (3

Profit betore ewceptional stenss and tasation 226

P"rodat betore tavatnion 176

Brofit artrrbutable to the sharcholden 134 192

Shareholdes” funds 1,163 1,124

Earings per ordinary share ~ net basis before exceptional wems 1%.1p 21.8p
Dividends per ordimary share 7.28p Fikp

Average number of ordinary shares in issue 961m 9him

CONTENTS
GrROUP FINANCIAL HIGHLIGHTS .iiariasernaesr ABOVE
CORPORATE PROFILE .oieriorissmarsannisian
CHAIRMAN'S STATEMENT TP
REVIEW OF‘ ACTIVITIES crereerserarasasssnnssvrersinesssessil
: BOARD OF DIRECTORS vrerensrarernraneneverasanransraratesi
SUMMARY FINANGIAL STATEMENT wivveransiscinernian: 43 Registered Office:

GROUP FIVE YEAR REVIEW rirsnvenracarasaininnesnnndb Rolls-Royee ple

65 Buckingham Gate
London SWILE 6AT
NOTICE OF ANNUAL GENERAL MEETING .iieninniss18 Telephone. 171-222-9020

SHAREHOLDERS' INFORMATION FTPTTTRTOTRe I |

e i’

Cover tlustrations 1 [1wlc-chord fon Made;

2 Seution of noxxle guide vane fiom RI321 1=524
eirginie; 3 NET Control Systems printed eiruit Doand;
d Steam tshine cylinder glad sealig strips;

8 Highepressure gas turhine blade; 6 Radial
conngeting tnbe fom a farge generator rotor; 7 Ouotlet
uide vaue secrion from Tay gds tirhire; 8 Computer
generared fusage of Teem fan asseably.
Backgrowmd: Bhicprinss of other Rolls-Royee
AAerospace mad ndustrial Power proditits.

SRS
A M

Loghn




CORPORATE PRQFILE

olls-Royce is a world leader in the supply of

advanced engineering products and aftermarket

services. It employs some 64,000 people. In
1990 over 70 per cent of Rolls-Royce plc sales were
achieved overseas, confirming its position as one of the
United Kingdom’s major exporters.

'The two main divisions of Rolls-Royce are the
Acrospace Group and the [ndustrial Power Group.

The Aerospace Group designs, develops, manufactures
and supports gas turbine engines for civil and military
aircraft. Over 300 airlines, 700 executive and corporate
operators and 100 armed services use aircraft powered by
Rolls-Royce engines. The product range extends from
1,9001b thrust to more than 85,000lb thrust, suitable for
powering executive jets, helicopters and virtually all civil
airliners, including those still at the planning stage, as well as
a wide range of military aircraft.

The Industrial Power Group offers a full spectrum of
design and project management expertise and equipment for
constructing complete power generation and transmission
systems to the highest environmental standards. Group
companies provide comprehensive refurbishment and
modification services to the nuclear power industry and
supply nuclear steam-raising plant for naval propulsion.
Other group companies provide a wide range of advanced
materials handling plant and equipment to a worldwide
market.

Nearly 200 customers use Rolls-Royce gas turbines for

power generation, g~ and oil pumping and other industrial

applications. Naval vessels of 25 countries also use Rolls-

Royce power.

Rolfs-Royee won two Queent’s Awards
Jor Technology in 1990 ~ for noise
reduction on siew uero engines {such as
this RB2 11 wnder assembly, above)
and for work in minimising the
vanission of nitrogen oxides (NOx}
JSrom power stations, Low NOx
combustion systems inclide NEF
bumer technology, shoum here on the
test g in Derby.
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pofit betore ts and osovptional itonss 10 o2 1

mlhon o 2220 unthon 10 2 257 nollvn

W Lweeptionad ttenis of 230 indon s 1984 24 andhon:

reduced the profit betore tas to 22176 bl o [989 4 234
million).

Openatines Probl o ceed e w00 T
AR nlhon and the avonige prodic paen e ales e
mamntancd, T die acteo v surbiae i, mongtie b
due to g vombinaoen v Competiity Breseun s
engme sellmg prices and aoredw Gon ol spaes e
m the fast tew menthsy Power Frrnecung g
miproved and meoparty ular the Tielostad Coec Furbang
hustness huad o very gooed vean delnveome o teeand
nutb-r o industal RB2TT engimes

Turmaner moreasad by 285 o0 2 3000 aallun

haana o Relle Roper ph Lond - compared with 1989, and more than gonbled «onparesd sath 19850
Formi ot Brade ahttn, dearese - s

wrien b wh pron ¥ ongaion ] )
Nt Rmiar v the v o4 and competiove range of vl and milicay gers-enganes Hie peed o o this

1 saw the peak of vur mvestnent prevnmmi designed oo provde -l

ni drasny v 1 i taskty Ly was Feeognsed sonte vears g and Bas provaded the basis tor o doubliegs o our
market share us the vvil sector and the steady grow el of ness cistonmwers, 1in

net R&D charge to revenue moreased by 270 million te 2 237 sillion

Dunng the past five vears our gross espenduure on RED has escended
217 hallion and, after taking credue for contrbutiens o gasetmiuents and
overeds partiers, our net espendrures harged 6 ievenue acount, has been
280t pulbon, wlich w comparable with e prodit hetoge v ove the sasi
pered v £ 353 mulhon,

T fininaal and engineermyg comuntment has il establishied Rtk
Roovee s accomguany able to otter awide sgeze o fallv v ompenon e coenes

fovo woas o diffoalt vear o wlhineh the sk o supply o carong, onder bk
W tigde e ditfivalt by g seven week stnbe at a4 hes Scoinsd fu oy the
led quarter of 989 Ty deropted produ nen, moesased unventony and pin
prosauze on it thows The cah tlow was further danaged b the miloens o on
an tatfic of events methe Gulf, whneh led s reduced cial spores orders, Asa
resttlt of these Lwtors our mterest clumgs of 419 mdlon w T9SY beoane o
Timlhon an 14

haipre al £

1 olloswangs a stromyy pertormuans e the sevond halt of e vean, vear end et
vash reached 22170 nublon, shghtly fess than the previoos vear end (193
muallim, after a 2730 nulbon redempoon ot vanable tate preterene e shares,

Ihe combitation of the mereased net RED charee and the advense mterest
niovement amwoonts to 298 millen, As g oresslt the protic betore s and
eveeptional stems o margmally below that for P82 despaee an mcreased
WA T,

Given these lctors 1 hehieve that the anderbving pertormanee of the

Company s osatstactory and provades aosound base from whinh ta faee the

unvertainties and opportumties which resudt from the Gull contlivt m bath the




CHAIRMAN'S STATEMENT

avil and moliany aero-engme sectors. Redireed vivil lying ard ardine financial
problems are already resulting; ju sharply veduced spares orders,

ORGANISATION

Om January 1, 1991 a frther stage in the wationalisation of the Group took place
with the appointment of Sir Ralph Robins as Chief Executive and the formation
of wwo business groups. The Acrospace Group is the respunsibilicy of Mr Stewart
Miller and the Industrial Power Group is managed by Mr Terry Hawrison, The
Industrial Power Group includes the Industral ar U Marine gas tarline business
and the nuclear businesses from the pre-merger Rolls-Royee company, as well
as the NEL businesses. Close integration of the marine, nuclear and research
activities is now taking place.

Our Buropean activides, stready widespread, were greatly strengthened by
the formation of BMW Rolls-Royee G’ H in Germany. In addition to its
manutacturing operations, this company will design engines in the 10-20,0001b
thrust range.

We continue to benefic from the efforts of our workiorce at all levels and
am gragefil for the wnderstanding and constructive way in which our efforts o
reduce unit costs ace received and supported.

Int the Queen’s Birthday Honours of 1990 Mr Steware Miller was awarded a
CBE. Very sadly, Mr Anthony Warrington, who retired in 1989 having been
Secretary to the Company for many years, died suddenly on December 10, 1990
and [ would like to take this further oppormnity of recording the Board’s
gratitude for his valuable and devoted service.

FUTURE PROSPECTS
On our usual conservative basis, the order book stands at £5.7 billion but there
are carly signs that some aireratt deliverios may be posiponed. There are signs of
possible delays in some engine orders, and spares sales continue tw be depressed
by reduced civil fliying,

The industrial climate in the UK is a very ditficule one. Qur inflation rare is
falling bue remains highere than thae of our competitors and the strong pound
creates serious problems for exporters like ourselves. Much also depends upon
the international ¢conomic situation after the resolution of the Gulf contlict and
upon the health of the airline industry, We are taking detenmined steps to farther
reduce our unit costs and an exceptional provision of £50 million has been
made to cover restructuring costs and to provide for uncertainties faced by our
customer airlines.

DIvIoEND
A fmal dividend of 4.7p (1989 4.7p) is proposed making a total of 7.25p (1989
7.0p). The dividend is ahnost twice covered (1989 2.9 thnes).

Towds 7 Towds %

Lord Tombs of Brailes
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Engineering %ork bagins on tha Trant onging
for new genaration of wide-bodieq alrlinsrg,

Launch orders Yeceived for McDennai} Douglas
MD-131 trijotg and Airbpyg A330 twinjets.

Major component/rig testg Programme undervay,

Performance targetsg @xcoeded in tests an high
and intermediate Pressure Sompressorg,

First test of Sontainment ring using anp aluminium
isogriq Kevlar System.

Wind—tunnel tests on Trent Racelle designs
completed succe53fully.
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he principal activities of Rolls-Royce ple are

concentrated . the United Kingdom but major

subsiciates are lorated in Australasia, the USA,
Canada, Brazil and scutherny Africa. In 1990 co-operative
programmes with companics in other countries continued
to be important to Refs-Royce activities worldwide.
During the year the Group entered several new agreenients
designed to further expand the business.

The Group strengthened it position 1 Europe by forming BMW Rolls-Royce
GmbH, 3 joint venture comy any with BMW AG, which will participate in both the
Rolls-R. ¢ Trent and Tay programmes, The nev: company, which acquired all
the existing acro cuginz interests and programanes of KHID AG, will also larnch its
own Bmily of sero aas tiehines in the 10-20,60010 chrast class,

A ne  company, Europia Microfusione Ac -ospaziali SpA, formed during 1990
berween Rolls-iRoyce, Alia Roneo Avio wnd Alenia with he assistance of an Italian
government grang, will manuficture precision castings in a new fictory in southern
Ttaly. Rolis-Royce is taking a 33%% equity share in the company and will receive 2
fee for its technology.

Industria de Turbo Propulsares SA, the new industral company formed last
year in Spain, has now acguired a major overhaw! facility in Madrid. It is alse
benefiting from government assistance in the construction of a new factory in
northern Spain,

Rolls-Royce & Partners Finance Limited comples2d its fiest full year of
operation during whi-h it acquired equity shares in Airerart Finance and Trading
Limited and GPA als Limiited, It aivw provided dn, acing support to Rolls-R oyce
subes activities.

AERO GAS TURRBINES
ZIvIL EMGINES

After the exceptiona, level of orders for new airliner. through the whole indusay in

1989, aircraft manufacturers were able to reduce defivery tead tmos as demand
begen to falt in 1990 “nmpetition bervreen manufacwurers increased still furcher as
defence workloads declined,

In this climate, winning new customers became even more important. Rolls-
Doyce made significeut guns in all major markets, achieving a record order book
with around 20% of civil engine orders worldwide,

High-thrust engines dominated the mdustry. The Rolls-Royee Trent, alread -
the lead engine on the Airbus A330 and set to enter service on the MeT3onuell
Douglas MD=11 in 1493, becawae th first acro engine to run at greater than
70.0001b take-eff thrust. The Trant 800 iy offered for the Bocing 777, the latest of
the new ger-ration of wide-bostied airliners, which was launched during 1990,

The 1.3211-524G/H completed a surcessfid first year in service on the Bocing
747-400. British Airways, Qantas, Cathay Pacific and Air New Zea’ =) all expanded

2 e T N
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REVIEW QF ACTIVITIES

thewr fleets The -S24H abo verered service va the Bormg 767- 3 2ony Doteh
Auwass.

‘The RB211-335 porvered Boving 757 was appraved Jor 1st-mmnute estemndod
range operations (ETOPS) and the 535E5/15 denvauve, whinh will pronvade
substantial further improvements m fuel economy, was luns hed, hreesguarters ot
757 operatons have selected the 335 powerplant meluding [bena of Spam which
placed a major order in 1990, Avensa of Venezuela and Kenya Airways abo bovame
new custoniers, An agreenient was signed with Tupolev of the USSR to mstall the
engue in the twin-engined TU204. Orders ond oprions for the 535 engnie now
exceed 1,100,

Dby engine fitters Alan Pepper (loft)
and David Oftewer inspect the SO0t
Ty engine prior to delivery, Behind
thenr is the 2000h RB211, also
deloered dienng the year.

“;.' +7% ;ga P Raght The siccess of the ntermational
L{Ye5 ) Aera Eingines 172500, sees bere ont
£} the asseinbly line at Detby, has
contaied with fitether major orders in

1990,

Raght ‘flre first airceaft to be re-
wtgined with the Tay, this BAC One-
Eicven, suande its publie debut ar ihe
Farnboraugh Afrshonr in Septenther,

During its second year ~* service, orders for the International Acro Engines
(IAE) V2500 engine, in wlich Rolls-Raoyee has a major share, have increased to
over 1,550 engines to power Airbus A320 and A321 airceafr and the MeDonnell
Touglas MI2-90. These orders are worth §8 billion to JAL. Significant
contributions to this position included Lufthansa’s selection of the V2500 for 40

[
5
b
",

aircraft, which Liunched the V2500 in the A321, The selection af the V2500 by ‘
Amerdca Wese for A320 aircraft represented s substantial contribution to the totl
IAE order book. P

Re-engining older aircraft to 1acet Jght Stage 3 noise reguladons saw two i

major developments i 1990, United Parcel Service, the largest package carrier in

the world, became the launch customer foc a prog.amine to re-engine the Bocing

"
727-101, which will be ficeed with Tay 650 engines. The first BAC One-Eloven re-
engined with the Tay made its nwiden flight in the United States and, in Septentber, 4

its public debut at the Famborough A Show,

Tay engines passed the 300 production engines milestone as the Fokker 100
continued to seil steadily, TAM of Brazil became the engine’s first customer in
South America,

in the marker for smaller engines, Williams-Rolls Ine received orders for the
Fl44 wurbofan for the Cessna Citationfet.

MILITARY ENGINES
1990 has been a year of extraordinary coutrasts for the Military Engine Business,
Pali @l developments .shich culminated in the Conv mtional Forees, Enrope (CFE) i
ugreement in Barope, also saw the serious threat and outbreak of war in the Gulf,
While European developmens have encouraged new defence strategies and falling
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operational equpinent.

Against this background, there have been some significany achievernents, The

uprated Pegasus with 20% more thrise in the Harrier AVE-B entered service with the  Rofb-Reyc’s worldiende product
supiport nestvork enswres thae all

cwistorers < such as this Mididie Hast
4 new version of the areraft wich an advanced radar which will also use this eugine, @ foree = receive w totai qualty senne

r- . . . . nt the fivld.
I Adour B71, chosen for new sales of the Fawk and the US Navy T-45 A
trainer, has received 1y certificate of arwortdiiness, The Adour received 76 new

LIS Manzie Corps, The US, lealian aad Spanish governments have agreed to develop

arders, with a turther 32 expeeted for Hawk sales to Malaysia announced in

December. Adour sales to the Republic of Korea, now also receiving its fisst Gem-

powered Lynx helicopters, represent a significant breakthrough into a growing

market hitherto served only by US products,
The first Viper 680 enginee destined lor the Royal New Zealand Air Foree
were dedivered to Macehi in Ltaly Sor installation on the MB.339 trainer aireraft,

Confirmed as the Royal Navy's engine choice for the EHIOL ano-submarine

helicoprer, the RTM322 arboshatt achieved certitication in August.

ENGINE REPAIR

The repair and overhaul basmess ~ontinues w be important to the Company and,

reflecting this, activivies in the after-sales mardet have been consolidated ino 2 single

accountable unit, Several sigmificant contracts were won from the British Ministry of

Deferce, With recent contracts for RB21L overhaul, Rolls-Royee is the market

leader for repair aned ov-+haul work on all its vrajor engine types.

Tie Minsiry of Dferne has confimmed
the Rolls-Royce Virbowmera
R'TM322 engine as its choive for the
The Company’s confidence in its pionecring wide-chord fan blades is now  Ropal Nary's BHIO! helicoprer,
Here, Joreman Stan Kram shows some
o the engine's features 1o enginecring
1984, Investment at Barnoddswick has cor ~d in 1990 with the acquisidon of  appentice Claire 1ebb,

SuUPPLY

vindicated by more thar 3 million operating hours sinee their service introduction in

further new equipment for the unique blade manuficture process,

Further technological advanees are beiing incorporated into the next generation

of blades for the high thrust Trent Gumily of aero engines, Such investment ensures

that the company mamntains and enhances its lead in fin technology,

The Company continues to develop its UK production facilities inco

manvficturing cells and generic ‘product families” wich significant improvements in

efficiency, inventory and univ cost being realised. Fifty cells were complete and

operating by the end of 1990,
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REVIEW OF ACTINITIES

RESEARCH AND DEVELOPMENT

Undoul vdly the highliply of the sear was the saceessiul test progranine i first
ru of the Trent oyl trbotan engme which bas achieved, or exceeded, all the
objectives set for 1. When the first senes of tests ended, two months zhead of
swchedufe, the engine had also become the tirse turbofan 1 achieve a thruse off
Fottbth, camfurably above the thrast required “or inidal entry mto service.
Versions of rhe Trent are on offer which will tahe the thrust to 85,000l and above,
with very competitive levels of overall performance,

Intensive performance refinement programmes on thie RIB211-524G and
IRB211-535 engines have recorded excellene levels of in-flight fuel consumption
with further improvement expected in 199172, evelopment work also continues to
provide thrust growth for the V2500 engine in support of the A321 and MD-90
aircratt,

The autumn of 1990 saw the [ull seale development version of
the E[200 engine for the Buropean Fighter Aircraft (EFA) rumming
to production performance levels and confirming the encellent
rosules achivved on carlier tests,

Advanced engineering programmes have made good progress
in 1990 including engine demonstration of low-emissions
combustion and advanced single-crystal and ceramic composite
materials, There have also been encouraging results on innovative
alloy technologies and manufacturing processes, contrafans and
advanced computational methods. A CRAY vector processor has
been installed, together with new workstations, to facilirate
interactive working,

POWER ENGINEERING
ENERGY CONVERSION
The R:hand Super Thermal Power Project in Uttar Pradesh, India, was virtually
completed in 1990, with cach of the two generating units producing 500MW of’
power. NEI Power Projects has been responsible for engineering and managing the
entire comtract to produce O0OMW of much-needed power for the Indian National
Grid. More than 1,000 tonnes of equipment, mostly produced in NEI factories,
has been shipped freesi the United Kingdom.

NEI ABB Gas Turbines Limited, the joint venture tetween NEL and Asea
Brown Boveri, formed at the beginning of 1990, won its first big UK contract in
July. The £250 million order, for a 650MW combined cycle power station for
National Power at Killingholme on Hunberside, represents a breakthrough inte a
new and expanding market,

The development of combined cycle power stations he also ereated ¢ ceellent
business opportunitics for NEI International Combustion, which won a £30 million
coutract to supply atl eight waste heat boiless for the Enrcun Fower Corporation's
1725MW station at Wilton on Teesside, The receipt of a 20 million order for the
three boilers at Killingholme is further evidence of NE1 Internndonal Combustion’s
expertise in large-scale waste heat transfer systems,

Overseas, NEI Pursons won a £70 million order to convert an existing open

cycle gas turbine power station to the new and more efficient wechnology at
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Connauglit Bodee m Malaysia NEFT ABB W also won other Malaysian vontracts for
ws tghine power plant.

TPANSMISSION AND DISTRIBUTION
NEE Reyroile continued o demonstrate its leadership in extra-high-voltage gas-
msulated switchgear with furcher orders in 1990 for equipment in the 380-525kV
range. Saudi Consolidated Electric Company placed a £25 million order for a new
substation and extensions to three existing Reyrolle-built substations, In the UK, the
National Grid Company ordered a new £37 million 400kV substation for
Killingholme. This will include a micro-processor-bascd co-ordinated control system

~ the first of s kind in the country.

Raght NEI Reyrolle built this
electricity substation for the Saudi
Conseliduted Electric Company, one
of three for which extcnsions were
orderad in 1990,

Far eighe Testers alter Canut
{foregrownd) and Terence Dagoan
prepare NEI Reprolle pas-insilared
switchyear for despatcl,

NucLeEAR ENGINEERING

Although support activitics to the Iloyal Navy's subniaritie fleet have been running
at a high level, the Company expects the Dritish Government review of defence
expendicure to reduce the mumber of nuclenr-powered submarines in service. This,
together with a delay in ordering the nexr elass of submarines, has resulted in a
sipnificant reduction in nuclear component manufacture, However, opportunitics
for the decommissioning and disposal of time-expired plant are being actively
pursued,

As the Dritish Ministry of Defence seeks to subcontract more work, Rolls-
Royce has used its experience of managing high tcchnel/cvb’r; facilities, such as the
prototype reactor plants at Dounreay, Scotland, to @d’ for the management of other

facilities and projeets. e

-
-
-

INDUSTRIAL AND MARINE
The strong levél of business in _the oil and gas sector continued, with orders being
received for 31 gas turbig_ws.@xlginccring work continued to increase the power of
the RB21H1 whita ,rud-.:'cing exhaust cniissions and a record number of units was
delivered, Avar-units already fitted with environmental safeguards performed well in
service and this highly suceessful engine has now achieved more than 25 million
hous in operation,

Early in 1990 the Spey SM1C, the most powerful version yet of this successful
marine propulsion system, entered service in FMS Brave. The engine has been the
subject of keen interest from the Japanese Defence Agency and also from the
operators of civilian passenger ferrics worldwide, who recopnise its potential for the
new [ast rwin-hull designs.
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REVIEY DF ACTIVITIES

GENERAL ENGINEERING
MINING EQUIPMEKT
Sugnificant orders {or specialisesd ranspart systems for newly developed mines m
Shanst provinge are the reward for years aof sustained effort in rhe Chinese coal
mining marker. Fourgeen Clayton 12,3 wnne elecuie trolley locomotives are o be
supplied for hauhag coal trains, along with six sets of Becorit diesel-hydraulic
locometive-hauled monorail transport systems,

i1

Dock. HARBOUR AND MARINE EQUIPMENT
NEI dominance in the of'hore crane market was demonstrated as further
orders were received for B North Sea production and drilling platfornis 5
in the Bruee Ficld. Combining sophisticated features, such as wave

I
motion compensation, with the reliability and ruggedness required for . o

oftshore aperation, thiese cranes have camed an cnviable reputation for
service in extreme conditions.
NE! Clarke Chapman experience in the manufacture and

installation of bulk ore unloading cquipiment won orders for a 2,600 S

tonne/hour machine of the grab type for British Stzel ar Port Talbot, and
for a 1,000 tonne/hour pneumatic machine, to discharge alumina and
petroleum coke at the Port-de-Sepe-Isle smelter in Quebec, In addition a
substantial order was received for jib cranes for the large drydock facilicy

in Dubal.

ENVIRONMENTAL PROTECTION
Rolls-Royce initiatives to reduce the environmental impact of its
products aned manufacturing facilities received recognition in 1990 as
both the Acrospace Group and NEI International Combustion received
Queen's Avards for Technolopy.
Rolls-Royce state-of-the-art technology has drastically reduced the

.
noise of new acro engines, while NEI International Combustion gined vt
its award for its work in minimising the emission of nitrogen oxides (NOx) — a
mgjor constituent of acid rain — from power stations. Low NOx combustion systems
have been supplied for coal and ail-fired power stations in Britain, the USA, Brazil

and Sweden.

Top Fourteert Clayton 12,5 tonne
mining locomotives are betng supplied
10 China.

Above i offhore aane for the North
Sea Bruce Field nuder test ae NEI
Cilorke Chapian on Tyneside,
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1890 SUMMARY FINANCIAL STATEMENT

he directors have pleasure in presenting the
smmmary financial statement of the Group for the
year ended December 31, 1990,

“Vhis swmmary fnaucial statement docs ot contain sufficient inforntation to allow for a fidl
smderstanding of the results of the Group and state of affairs of the Company or of the Growp,
The Companis et T98F gives members the sight to recelve, fice of chage, a copy of the fidll
annual acconnis, the anditors® yeport an those acconats it the dirceters’ report, enclosed s
year meder the tile *Dircctors” Report and Accennits”, In_futere we will send you this seounary
financial statement only, wless yort ask for the Directors’ Report and Acconnits as well, Yo
way do this by fHling in and returing the slip ut the botton of the Chainman’s covering letier,

Full accounts for the year ended December 31, 1989 have been filed with the
Registzar of Companies, The il accounts for the year ended December 31, 1990
will be presented to the shareholders at the forthcoming annual geaeral meeting and
accordingly have not yet been delivered to the Registrar of Contpanies.

The anditors’ repurt on the anmual accounts of the Group was unqualified and
did not contin a statement under either $237(2) of the Companies Act 1985
{accounting records or returns inadequate or accounts not agreeing with records and
recuens) or $237(3) (Rilure to obrain necessary information and explanations).

The Chairmon’s Statement (pages 2-3) and the Review of Activities (pages 4-
11) give information relacing to the year's operations, reseavch and development
activities and future prospects.

The dircctors described on page 12 were in office throughout 1990, no new
appointments to, or resighations from, the Board occurred during the year. The
aggregate emoluments, including pension contributions, of the directors of the
Company for the year ended December 31, 19%0 were £1,500,352 (1989
£1,268,292), Excluding pension contributions, the emoluments of the Chairman
were £180,964 (19¢9 £119,335) and the emeluments of the high st paid director
were £249,177 (1989 £196,757).

REPORT OF THE AUDITORS
EE'IA’E' Paat Marwick Melintock
To the Mentbers of Rofls-Royee ple

e AR — o T 1 P, ———E Ly a0 o, T [——

In our opinion the summary financial statement set out on pages 13-135 is consistent
with the annual accounts and directors’ report of Rolls-Royee ple for the year ended
December 31, 1990 and complics with the requirements of section 251 of the
Companies Act 1985 and the regulations made thereunder.

KPMG Peat Marwick Melintock Londen
Chartered Accountani{) March 6, 1991

KOmg [m& ot cbhdal k(; ol
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SUMMARY GROUP PROFIT AND LOSSE ACCQUNT
Fog o yer ndod Pomdor 33, Bt

1990 1989
Lm Lm
Turnover 3,670 2062
Onperating profit 468 k)
Research and development {net) {237y  (1o)
Income from interests i associated undertakng 2 —
Net mrerest {payable) receivable A7) i3
Drafit on ordinary activities before exceptional items and taxation 226 237
Exceptional irems* (50) 4)
Profit on ordinary activities before taxation 176 233
Taxation _ (36} - (36)
Prafit on ordinary activities after taxarion 140 197
Acributable to minority interests in subsidiary undercakings (6) (5)
Profit attributable to the sharcholders af Ralls-Royee ple 134 192
Pividends ~ interim paid 2.55p (1989 2.3p) per share (24) {22)
- final proposed 4.7p (1989 4.7p) per share {45) (15}
Retained profit for the year 65 125
Earnfngs per ordinary siare
Net basis 13.9p 213p
Net basis before exceptional items 19..p 214p

*A provision of £50m has been made o cover restructuring costs and o provide for

uncertainties faced by customer airlines.

ANALYS1S BY BUSINESS SEGMENT

Turnover Profit
1590 1989 1990 1989
Lm Lm Lm Lm
Aero Gas Turbines** 2,340 2,054 74 147
Power Lngineering 976 674 82 52
General Engincering 354 234 27 19
3,670 2962 183 218

The profic represents ‘Profit on ordinary ¢ tivities before axation” as adjusted for net

interest {payable) receivable,

**The exceptional Items of £50m (1989 L4m) Lave been charged againse Aero Gas

Turbines' results.

NEEXY

!

S T T S S N S ey S NS Sy D, S




v a—_—

SUMMARY GROUP BALANGE SHEET 19 : e

s Yir ol
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1240 1259 2 3 LIE
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o Lm Am rRON R
iixed assets ; i “u R
Targuble assety 676 038 W LW ool
Investments 36 25 “ e
_ 712 683 e, T
Current assets RS
staks 888 754 faTE Co
Debtors 816 749 e T
Shott-termy deposits and cash 431 407 RS
2,135 1910 . o -
Creditors - amounts falling due within one year . " ) . ' e
Borrowings (100y  (32) A i
Qther creditors (1,074)  (93Y) i s »
Net enrrent assets 961 919 T
. 4 LI
Total assets less eurrvent lHabilitios 1,673 1,602 I “"| v
Creditors = amatiints falling dne after one yeur : g
Borrowings (161) (162) S, a
Other creditors (127)  (68) e i n
Provisions for liabilitics and charges (183) (173) . ‘l' 0
1,202 1,199 '

Capital and vesezoes

Called up share eapital 192 192 e T,
Share premium account 234 238 ’;:-:;‘a._. IR
Revaluation rescrve 132 135 "(J‘i%"“' o
Other reserves 22 28 e L
Profit and loss account 579 333 P ‘
Shareholders’ finds 1,164 1,126 - . -\ \
Minority interests in subsidiary nundertakings 38 73 Lo _; '
1,202 1,199 . .
i - *: ' LT
s .
S .
Lord Tombs of Bratles . o A L
P.F, Macfarlane } Dircctors March 6, 1991 ' )
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Sor e years aaeded Dol 31

PrOFIT AND LOSS ACCOUNT

19920 L 1958 1 14810
Lm A Lm A Lwm

Turuover 3,670 2962 1973 2059 1302 k
Coperating profit 468 i K] 333 354 270

Research and development (net) @37 (161)  (149) (1877 (132) .
Income from interests in associated

undertakings 2 o - _— e

Net interest (payable) receivable {7 15 13 YA

Profit before exceptional ites and faxation 226 237 197 163 123

Exceptional items* (50) “h 29 (73 3)
Profit on ordinary activities before taxation 176 233 168 156 120 '
“Taxation (36) (36) (22) {21) 1
Profit on ordinary activities after taxation 140 197 146 135 121
Att.ibutable to minority interests
in subsidiary undertakings (6) ()] ) (1) )
Profit attributable to the shaveholders 134 192 145 134 120
Dividends (69} o7 (50) (42) o
Retained profit for the year 65 125 95 92 120
Earniugs per erdinary sharc
et basis 13.9p 213p 181p 182p 189p
Net basis before exceptional itenis 19.1p 21.8p 217p 19%ip 19.4p
Dividends per onfinary share 7.25p 7.0p G3p  523p —

BALANCE SHEET

Fixed assets 712 683 473 438 405
Current assets 2,135 1,910 1,309 1,106 940

2,847 2,593 1,782 154 1345
Liabikities and provisions (1,645) (1,394)  (830) (685) (833)

1,202 1,199 952 859 512

Share capital 192 192 160 160 127
Ieserves 972 934 789 695 380
Sharchalders’ finds 1,164 1,126 9 8558 507
Minority interests in subsidiary undertukings 38 73 3 4 5

|
i
12

1,202 1,199 952 859

OTHER FINANCIAL |INFORMATION
esearch and developmient {gross) 480 343 304 328 299

*[n 1990 an exceptional provision of L50m has been made to cover restructuring costs
and to provide for uncertaintics faced by customer airlines. B
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F{NANCLAL CALENDAR

vy

g date for final dvidend March 21, 1991

Annuat eneral Meetng May 28, 1991
ayment of inalAenp dividend July i3, 1991
Presy advertisement of 1991 Intennm Resulis* Seprember 13, 1991
Ex dividend date for intedm dividend September 16, 1991
Calenlation pertod for suoo dividend September 16 20, 1991
Qualifying date for interim dividend Qctober 4, 1991
Finaneial year end December 31, 1991
Payment of inrerim/serip dividend January 6, 1992
Press advertisement of 1991 Preliminary Resulis* March, 1992
1991 Annval Report published April, 1992

* Preliminary and Intezim Resulis are notified by press advertisement only

ANALYSIS OF ORDINARY SHAREHOLDERS AT DECEMBER 31, 1990

Sizn of holdmg Number of % of'total %% of total
) holdines holdings shares
1150 454,908 71.07 7.006
154-1,000 158,038 2409 540
1,001-10,600 24,877 3.89 6.39
10,001-100,000 1,513 (.24 5.52
100,001-1,000,000 560 .09 19,04
1,000,001 and over 162 .02 56.57
640,055 100,00 100.00

You can obtain the current n.uket price of the Company’s shares by telephoning
UBSY SUU 232,

If you have any queries about yur sharcholding please write to or telephone the
Repristrar,

Registrar:
National Westminster Bank PLC
fepictrar’s Department
PO Bot 82

Caxton House

Tiedcliffe Way

Dristol BS99 7N
Telephone: 0272-306600

h




Rulls-Rayee ple will hold s Annual Geneval Meeting at The Queen Ehzabeth 1)
Conterence Centre, Broad Sancruary, Westminster, London $W1 on Tuesday May 28,
1991 at 1130 am for the following purposes

1. To receive the Report of the Directors and the audited accounts for the year ended
Pecember 31, 1990 and to declare a dividend,

2. To ce-elect Dre Gl R, Migginson as a direcror,
3. To re-clect Mr S, €. Miller as a director.,

4. Tao re-clect Sir RRalph Robins as a director,

5, To re-elect Mr F. Turner a a director,

6. To reappoint KI'MG Peat Marwick MeLintock as anditors to the Company and to
auehorise the directors in their absolute discretion to fx the auditors’ yemuneration,

7. To consider and, if thoughe fit, to pass the following as a special resolution:

That the Company empowers its directors to allot equity securities, as defined in Section
94 of the Companies Act 1985, for cash as if Section 89 (1) of the Act did not apply.
This power shall be Jimited tor

() alloning shares on a rights issue to holders of ordinary shares, so that the
number of sharet Wllotted to them is in proportion (as nearly as possible) o the
number of ordinary shares already held. The directors may deal as dhey see fie
with fractional entitlements and with legal or practical problems or e
requiremients of any regulacory body or stock exchange; and

(3 allowing equine securities {other than under sub-paragraph (1)) up to 2 totul
neminal amount of £9,609,036. This amount represents five per cent of the
Company’s tssued share capital,

The power shall expire on August 27, 1992 or the conclusion of the next Annual
General Meeting, whichever is earlier,

The Company may make an offtr or enter an agreement before this expiry date which
will or may require che directon to allot equity securitics on the Company’s behal? afier
that expiry date and it these cirenmstances the directors shall have the power o aflot
such enuity securices.
8. To consider and, if thy nght ft, to pass the following as a special resolution:

That the Company amends its Articles of Association as follos

8.1 by inserting the fllowing definition in Article 2

(LIS

subsidiary undereaking” the meaning st out in section 258 of the Act;”

82  in Aciicle 74 by deleting, wherever they appear, the references to
“subsidiary”, “subsidiarics” or “subsidiary companies” and suh tituring
“subsidiary undertaking” or “subsidiary undertakivgs™ as appropeat .

8.3 by iusenting the following new sub-paragraph in Arcicle 10201}

: “(vi) any proposal conceming any insurance which the Company has the
! power 10 purchase or naaintain for or for the benefit of any directors
of the Company or persons who inchide directors of the Company,”
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HQTIGE 0F ANNUAL GENERAL MEETING

1n Article 120 by:

8.5.1 inserting the words “or {where the Acis or any applicable regulations
allow, and if the directors so resolve) a copy of a summary financial
statemnent iustead of such balance sheet and profit and loss account™
after the words “every balance sheet and proit and loss account” in
line one;

8.5.2 inserting the words “or this statement” after the words “these
documents” wherever they appear in the Article;

8.5.3 inserting the words “or this statement” after the words “such
documents” in line 16.

9, To ~onsider and, if thought fit, to pass the following as an ordinary resolution:
That, if the Company passes resolution 8, the Company:

9.1  authorises the directors to exercise the power contained in the Articles of
Association to allow the sliareholders to choose to receive new fully paid
ordinary shares of 20p each credited as fully paid on the basis determined by
the directors in accordance with the Articles of Association, instead of any
dividend payable or declared for any period ending on or before December
31,1995,

authorises the directors to capitalise the nominal amount of the extra shares
which shareholders choose to receive out of the sums standing to the credit
of the Company's reserves, its share premium account or its profic and loss
account, to apply that sum to pay up in full the appropriate number of
unissued shares, and to allot these shares to the shareholders who have validly
chosen to receive them.

By order of the Board ,z 2 ; ( J 2
Richaed W, Henchlcy : )
Secretary

April 3, 1991

NoTes;

(1) Members entitled to atiend and vote at the wecting may Supoint one or more proxics fo attend and, on a
poll, te vote instead of them. A proxy need riot be a member of the Company. Appointing a proxy will
ntot precude members from attending and voring at the meeting if they later decide to do so,

(2) Mensbers wust lodge proxy forms witle the Registrar not less than 48 hours before the time fixed for
holding the meeting for them to be ¢ffective, The address of the Regisiear is on page 17 of this Report,

(3) Members may inspect the register of directors’ interests ine shares of the Company and the dircctors”
contracts of service, Members may do this from the date of this notice unnil the date of the nceting ar the
Company’s registered office during nonmal business hours and from 10.00 am on the date and at the place
of the i eting until it closes.
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Fapiearray Noto

Lo Asral onord Ab ooy s mionag ot shatehnlders whwde the Company winst
Lolbenh soa T wear thie e naee acwhigons whidh dhe Company wall sk the
st habdors o appion,

Reseletion 1: "o weceive the veport and accounss amd deelare a dividemd

Fhe dicectons sl prownt e Repo of the Directon and the whted accotins for 1990
o the areetny Lhe Conepany pand an aneerim dividend on December 3, 1094,
However the shareholdens must dedare the final dividend, which camot excead the
arneane the ditestors tevonmiend on page 1 of the Repore o the Drrecears, I approved,
the Compmy wall pay dhny tioad divadend on July 15, 1991,

Resolutions 2 to 5: Re-clection of divectors
Under the Company’s Articles of Asociation some of the directors must retire by
togation vach year They may seek re=clecuon,

Fhe foue direcrars who setire this year, D GUR, Uigginsen, Mr, $,C. Miller, Sir
Ralph Robins and Mr. F. Turmer, veek ve-election, Page 12 gives information on these
director,

Resohution 6: Reappoinsmient aud venmneration of auditors
A resolution to reappoint KPMO Peat Marwick MeLintock as the Company’s auditors
will be proposed,

Resolution 7: Limited authovity to alfof shaves

Anty shares whicli the Company offers for cash it must generally offer finse to shareholders
in proportion to their extting sharcholdings, “This is the ‘pre-cmiption right’ of
sharcholders, Resaluton 7 i a special sesoludion w renew the existing authority, which
expires at the end of the 1991 Anuual General Meeting, 10 exclode this statutory pre-
cption: righe te a limited extent. The resolution would enable the divectors to allot
shares for cash, other than proportionately to existing sharcholders, over the period until
the 1992 Annual General Meeting, or August 27, 1992 if carlier. The maximum
allotment would be £9,609,036, which i 5% of the Co.npany's issued share capital. The
resolution tollows Stock Exchunge guidelines. The resolution also atlows the directors to
allor shares for cash by rights issue. The directons consider chag this Hiited exelusion of
Section 89 of the Companies Act 1985 will provide a desirable degree of flexibility to
take advaneage of business opporeunities as they arise,

Resolution 8: Amendutents éo Avticles of Association

The proposed amendment to Avticle 2 adds the new Companies Act 1989 definidon of
“subsidiary undereaking”, fn Article 74 (“Borowing Powen™} “subsidiary™ is replaced by
“sulssidiary undertaking” which is the teom now wsed i the Company’s accounts,

The proposed amendment to Artidle 102 will allow the directors to vote oun
proposals canceruing insurance policies which are for the directors” benefit, -

The proposed amendment to Article 111 will allow the Company to offer
shareholders the opportunity to receive their dividends in fully paid shares rather dhan
cash. This s known as a serip dividend alernative’. A separate circular is enclosed
cxpluming this in more detail.

The proposed amendments ro Article 120 will enable the Company to issue
sutmparised financial aceounts in accordance with the Companies Act 1989, 1r will allow
the directors to send sharcholders, if eiey agree, a sununary fimancial starement rather
than a copy of the full anmad accounts and directors’ report,

Resofution 9: Scrip dividend

In line with the mnendiments to Article 11, resolution ¥ seeks approval to allow the
directors to offer a serfp dividend alternative for any dividend declared for any period
ending on ur betore December 31, 1995,

Dysigned hy

Addison Design Company Limited,
Typeset aud Peuted by

Watmoughs Linited,
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