aha Joy \n‘w record

NOTICE OF ILLEGIBLE DOCUMENT

ON THE MICROFICHE RECORD

Companies House regrets that the microfiche record
for this company. contain some documents, which are
illegible.

The poor quality has been noted, but unfortunately
steps taken to improve them werce unsuccessful.

Companies House would like to apologise for any
inconvenience this may cause

®
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NOTICE OF ANNUAL GENERAL MEFTING

Notice is hereby given it the fitteenth Annual General Meeting of
Rolls-Royce Limited will be held at 65 Buckingham Gate, London SW)
on Tuesday, May 20,1986 a1 12,30 pm for the following purposes:

1. To receive the Report of the Divectors and the audited accounts for the
year ended December 31, 1985,

2. To re-appoint Coopers & Lybrand, the retiting auditors, and to authorise
the directors 1o fix their remuneration,

By order of the Board

Anthony Warrington, Secretary
April 22, 1986

A member entitled to attend and vote at the above meeting is entitled to
appoint a proxy to attend and, on a poll, to vote in his stead. A proxy need
not be a member of the Gompany. To be effective, proxies must be received
at 65 Buckingham Gate not less than 48 hours before the time fixed for
holding the meeting.

Resdbs=Rone e Limitend
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L83 saw further progress in the Company's return o sustained profitability,

The upturn in business, which began to emerge in the second half o[ 1984, continued through-
out 1983 with tumover reaching a record level of £1.6 billion, up 14 per cent on 1984,

Operating profit at £211 million showed a 30 per centinerease over 1984, while profithelore tax
more than trebled at £81 million.

Much of the growth in 1985 has come from the civil aitline sector where world traflic rose atan
annual rate of about 10 per cent, but where de-regulation in varying degrees is causing changes in
the pattern of aircratt procurement; this adds yet another variable 0 the effects of falling
oil prices and environmental considerations. However, the
Company’s policy of developing a wide product range,
designed cither wholly within Rolls-Royce or in association
with other engine manufacturers, has enabled us to win new
business in all market sectors,

Sales of equipment to military customers were at a similar
level to 1984, and largely reflect the ongoing programmes
for the RBI99, Pegasus and Adour.

During 1985, the RB199 and Adour programmes received
a further boost with the decision by Saudi Arabia to place a
substantial order for Tomado and Hawk aircralt. This,
together with the agreement of Britain, Germany, Italy and
Spain to proceed with the new European Fighter Aircraft
programme, should bring considerable stability to our
future military workload. In the short-term, the same cannot
be said about our helicopter engine business, but prospects
for the new RTM322 engine in the medium to long-term
are excellent and we look forward to a number of applications from derivatives of this engine.

In the Industiial and Marine area, sales continued to be affected by the depressed power
generation market, but there were signs of some recovery during the year and our recently
established joint venture company with GEC secured business totalling £40 million.

The increased output in 1985 was achieved with manpower numbers at broadly the same level
asat the end of 1984 (and 33 per centless than in1980), with an improved ratio of direct to indirect
workers. This reflects the productivity benefits of investment in new technology in advanced
machining techniques, in our testing facilities and in providing powerful computing support
throughout our operations. Our advanced integrated manufacturing system (AIMS), once of the

most automated production facilities in Europe, was formally opened by the Prime Minister on
January 29, 1986.

We are committed to continuing improvements in productivity and to an investment
programme which supports this objective. The Review of Activities (pages 6-23) describes a
number of the facilities which are already in operation or well advanced towards imptementation,

Rescarch and Development is vital to our future, and in 1985 our gross spend amounted to
£234 million with £100 million being funded entirely out of our own resources, Great strides have
been made in managing this large investment effectively, resulting in ourability to meet technical
objedtives at lower cost while maintdning a high confidence level, Qur policy of placing greater
emphasis on advitnced  demonstration work and computer mo(lclling," prior o the full
development phise of 4 new projeet, is already proving its worth.
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The quality of our enginecring was recognised in Februmy 1985 by two major Design Councdl
awards in the engineering products and components categories, The awards weve made for the
RB21-535 engine with its outstanding reliability, and for the wide-chord fan blade with its unigue
lightweight design concept.

A team of engineers from the Company also received the 1985 MacRobert Award fortheirwork
on the X-ray examination of running engines. This work has led to substantial export orders for
the specialised equipment developed by us in collaboration with British manufacturers.

One of our most significant en gineering successes in 1985 was the first flight, in September, of
the Tay engine in the Gullsteam 1V, only 12 months after its first test-bed run and three months
ahead of schedule. Orders for this engine, which incorporates the new wide-chord fan design,
already exceed 520, despite the fact that it will not enter commercial service until 1987, The recent
announcement by the Dee Howard Corporation that the Tay has been selected 1o re-engine the
BAC 1-11 adds a third application for the engine in addition to the Gulfstream IV and Fokker 100,

The V2500 five-nation programme, in which Rolis-Royce has a 30 per cent interest, continues
to make good progress with the first engine-run having taken place in December 1985, three
months ahead of the original scheduled date, The first application for this engine is in the Airbus
Industriec A320 aircraft, and substantial orders have already been received for the engine by the
consortium company, International Aero Engines.

Theagreement with General Electric (USA) - under which Rolls-Royce participates in the CF6-
80C2 programme and GE in the RB211-535E4 programme - is gaining momentum, with the first

CF6-80C2 engine to be delivered to Derby successfully completing its initial test-run in Qctober
1985,

The RTM322 helicopter engine, being developed Jjoindy with our French partner, Turbomeca
SA, is making excellent progress oniits ground-ru nning phase, and will commence flight testing in
1986. The engine has been licensed to United Technologies Corporation for sale in the North
American market, and there is considerable interest in its potential development for both heli-
copter and fixed-wing applications.

In November 1985, Mr. Geoffrey Pattie, Minister of State for Industry and Information
Technology, confirmed that it was the intention of Her Majesty’s Government to returmn Rolls-
Royce to the private sector within the term of the present Parliament. T said then that 1 was
delighted with this first step towards achieving our objective of financial independence, and the
results for 1985 confirm my belief that the Company is progressing satisfactorily in that direction,

The achievements of 1985, and our confidence for the future, are the outcome of several years
of development which owe much to the dedication and loyalty of our employees atalllevels of the
organisation. I take this opportunity of expressing my thanks, and those of my Board colleagues,
to them all,

LA

Sir Francts Tombs
April 10, 1986
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Turnover
Lumover expanded in 1985 to ELGOLmilion, aninacease of 1 per cent
over the 198 1 figure of £1,100 million,

The major part of the growth arose in the civil business sector, where
sales increased by 29 per cent to £577 million, with both engines and
spave parts output contributing to the higher level of activity, Deliveries of
RB211 engines [ov installation in Bocing 747 and 757 aiveraft were double
the 1881 figure and, while Spey sales were down on the previous vear, this
merely reflected the phasing out of the Gulfsweam T and Fokker F28
aireraft programmes which are o be replaced by the Tay-powered
Gulfstream TV and Fokker 100, Finn orders for the Tay engine alveady
exceed 520,

Sales to the Ministry of Defence and overseas military customers
amounted o £735 million, a similar level to that achieved in 1984, The
RBI9Y for Tomado and the Pegasus for the AVSB/Harrier represented
the major engine programimes, but important contributions were also
made by the Adour, Viper, Gnome and Gem projects.

Industriad and Marine business at £143 million showed an increase of
£21 million over 1984, despite the weak state of the power generation
market.

Overseas business accounted for 71 per cent of sales, compared with
70 per cent in 1981,

Profits

Operating profitat £211 million increased by 30 per cent over 1984; the
margin on sales also improved from 11.5 per cent wo 13.2 per cen,
indicating a continuing improvement in overall productivity.

The main contribution to increased profit came from the civil aero
business which showed an 87 per cent improvernent over 1984 (up from
£39 million 1o £73 million), Industrial and Marine business also showeed
much better results; higher profits from North American activities, a
benelicial sales mix and lower provisions all contributed to the
improvement in 1985 (sce note 2 1o the Accounts).

With the exception of non-perishable production tooling costs, which
are written ofl over five vear, all expenditure (including net research and
development) associated with the Tauneh of new ¢ivil engine projects has
been written off as incanred.

Interest charges reflect the reduced average levet of horrowings during
the year, a continuation of the improving trend experienced over the
previous two years,

Profit hefore tax at £8] million represents asubstantial improyement
over the J984 figare of £26 mitlion.



Research and Development

Substantiad investment continued to be made in rescareh and dey elop-
ment, with gross spend in 1985 amounting to £23 1 million; this come
pares with a spend of £227 million in 1984,

The net vesearch and development cost of £100 million represents the
balance of expenditure bore by the Company alter allowing for funding
received under Fer Majesty’s Government (HMG) defence contracts and
shared advanced engineering progranmunes, and after decducting launch
aid received from HMG under the provisions of the 1982 Civil Aviation
Act. In 1985 launch aid was received for both the RB211-535E4 and
V2500 engine projects, and was subject to normal repayment arrange-
ments under which the Company pays an agreed levy to HMG on fuwre
sales arising on the projects. (Note: Levies paid to HMG in 1985 in
respect of past launch aid support for civil engine projects amounted to
£17 million, and were charged to cost of sales).

Cash Flow from Operations

Net cash inflow in 1985 amounted to £47 million, resulting in a further
reduction in net borrowings from £256 million to £209 million, This is
the third year in succession in which cash flow has been positive, despite
substantial investments in fixed assets (£48 million in 1985) and working
capital demands associated with a higher level of manufacturing to
support the growth in sales,

RESEARCH AND DEVELOPMENT 19581-85
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Lhe miproved level of anhine profit-
abthity wlch emerged m 195
comtimued o stengthen during 1985,
Wotdd aitdne taftic mew atan
arerge nve ot around 10 per cent,
fuel prices stabilised or desdined and,
despite interest vates remaining we
welamvely high levels, many operators
wete able to wake substantiad inroads
into thelr total operating costs.,

Aggainst this background and a
promising outlook for continued
wathe gmowth, major ovders were
placed tor new ¢ivil aireraft, particu-
Lurly short and medium-range
npes.

Asaresult ol earlier actions taken
to develop a full moge of highly
competitive proclucts, Rolls-Royee
has benefited fron important
orders for the Tay, V2500 and the
RB20 family of engines.

Continued emphasis on reliability,
low ownership costs and good envir-
onmental characteristics through the
application of advanced technology
will ensure that the Company is weil
placed to take advantage of the up-
i in the market and so maintain
its pusition among the world leaders
in the civil aviation indusury.

Tay

Excellent progress has continued on
the development of the new Tay
engane for the Gullstream IV execu-
uve jet and the Fokker 100 aitliner,
Mosteertification tests have now
been completed and the engine
remains well on schedute for
approval by the abworthiness
authortties in June 1986,

Following the Swissair taunch
order eon the Fokher 100/0n July 1981
the programme received a further
baostn May 1985 when KLM Roval
Duwh Anlmes onedered wn of these
daehvane ed anthiners with options o
five mmore o Juby o i order for 20
anre raft suel options for 20 more «
prersered by anuprated sersion ol

o the Tav - owas placed by the Amen-

can dithne USAn thus establishing
the Folker 100 "Lay combination in
theven competitive US miarket,
Total orders tor this airerdt now
stand at 38 Giom with 31 options and
maun airlines around the world are
showing considerable interest in it

‘The highlight of the vear for the
Guifstream IV was the airerafts first
flight in September, followed by its
appearance al the National Business
Aviation Association Convention in
New Orleans. Rolls-Royee contri-
buted o this ousstanding Gulfstream
achievement by delivering wwo flight-
cleared engines for the aireraft three
months ahead of schedute. Airerafi
certilication is planned for Septemn-
ber 1986 with initial production
deliveries starting shortly afterwards.
By the end of 1985 firm orders had
been placed for over 80 Gulfstream
IV aircraft with more than 20 under
negotiation.

In February 1986, Gulfstream
Aerospace placed a further order for
200 engines and Rolls-Royce was
able to announce that the Tay will be
purchased by the Dee Howard Cor-
poration of San Antonio, Texas to
re-engine the BAC 1-11-400 for cor-
porate aircraft - the third application
for this engine.

The success of the Tay develop-
ment programne and the continued
sates of the aireraft it powers give
great confidence for the future of
this engine.

RB211-535
The -335C continues to demonstrate
thatit isthe mostieliable turbofan
ever developed by any manufacturer.,
The engine entered service in
Januany T983 in the Boeing 757 and
bas now accumudated some hall
million opernting hours in sewvice
with Eastern Air Lines, British
Airwavs, Monudh Aidines, Ai
Furope and LIS,

The bighersthrust <5355 4 s o
fther detvative of the RB2I




s e

RRNE P pp 2
N ey

.1
. &

o P
AT |




tamihy. Based onthe <5335, itingen-
patates high-technologs improye
neents wiudiog the anbge ¢ Rotls
Rovce desigmed wide-chord fan
blade. The engine is now in senvice
with Fastenn Air Lines, Monach
Airdines and Republic Airlines and
has improved the fuel consumption:
of the Boeing 757 by approximateh
10 per centat the same time as
maintaining the excellent reliability
of the -535C. Because of the quiet-
ness of this engine, the Boeing 757
with -5335E4 engines is the only
airliner of its sire w meet the strin-
gent noise limits for night-time
operatinns at Washington National
Airport.

The highl.ghis of the vear were
the selection of the -5335E4 by
Republic Airlines in the US and
Roval Brunei Airines. Both orders
were obtaiued in the fice of strong
competition.

General Elecuic (USA) also has
a share in the -335E4 programme
and during 1985 bench running of
the engine beyan at the GE facility in
Ohio as part of its developmenr.

RB211-524

The RB211-524 is in sewvice in the
Boeing 747 and Lockheed 11611
TriStar aircraft and during the vear
further orders were received for
engines ind comersion kits valued
at $300 miilion, These included
engines for the Latest -300 yersion of
the 747 aireruft ordered by Qantas
and Cathay Pacific as well as con-

version of the British Airways lleet of

RB2H-powered 747 o the DY
U pgrade standard of engine,

Simce the innodudion of the
321D in 1981 Rolls-Rovee has won
asigenificant shaee of the vial 707
niirket

Mew DI Upgrade enganes which
U1t serviee in BIR e pro-
shiw g fevels of tuel coononn even
Dretter thasy predieteed asd shis sup-
ports the Company’s confidene tat

bz improvements to the engine
inthe formot the DG and DD
vartants will easure that the Rolls-
Rovee engine 1enains the mose el
etlicient option on the 747, The
latet planned ersion, the -324D D,
whis B is due for cettification in 1988,
will prodnce SG,0HD of thrust and
an erght per cent improvement in
fuel econony over the basic D+
standarl,

The continting RB211-5424 pro-
gramme is also o ning up addi-
tional opportunities for the sale of
new engines to replce RB211-293
engines in carlier Lockheed 1101
aircraft and in the proviston of con-
version kits to improve the perfor-
mance of carlier -524 engines. An
example was the decision by Delta
Air Lines during 1985 to improve
the payload and range capabilities
of six L10i1s by rewofiting -524B4
Improved engines; similar orders
are expected to follow from other
operators,

CF6-80C2
Underan agreement with General
Llectric (U'SA), signed in 1984, Rolls-
Royee and GE participate recipro-
cally in the -535E4 and GF6-800.2
engines

The CF6-80C2 was certificated in
June 1985 and Jater in the vear test-
ing of the engine began at Rolls-
Royee facilities in Derby, Inital
orders lor this engine were placed by
‘I hai International Airways und Lufi-
bansa Airline during 1983,

V2500
With .20 persent workshare, Rolls-

Royer is ajoint principal shareholder

with United Technologies (o nPonL-
tion in the five-nation consortium
producing the 25,000 1 thrast V9500
turbofinn, Other partic ipating com-
panies are Japanese Aeto Engines
Conporation (JAFCY, Motorens und
Furbinen-Union (T and P
Mo,

During the year major sales of the
V2500 were obtained in the Airbus
Industrie AB20 aiverafi, tre first appli
caton for this engine. The V2500
has alrcady established itselfas the
leading powerplant for this airliner
by secuning more than 90 per cent.of
the engine orders placed during
1985. Pan American World Airways,
Cyprus Airways, Jugoslavia’s Inea
Adria Airways, Lufthansa, Judian
Aitlines and Trans Australia Airlines
have all selected V250 powered
AJ20 aircralt generativg a require-
meny, including options, for some
350 engines.

Good progress is being made by
all partners towards V2500 airworth-
iness certification planned for Apnl
U8R and service entry candy in 1984,
A vmifi, ant achievement during
1985 «.ax the fivst vun of the engine
in East Hardord, USA, approxi.
mately three menths ahead of the
originally planned date.

Rolls-Royee experience has con-
rributed features steh as the high
efticiency wide-thord L, the latest
actodypamic techmology tor the HP
compressor and the nacelle which
incorporates o low-noise integrated
final nozzle, Phese will adl help the
V2500 o attain optimiad Tevels of
redishility and pertoanance while
meeting all anticipated emvaons
menta regulations,
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Dart and Spey

Sales of the well-established Dart
turboprop engine continued during
1985 for both the Fokker ¥27 and
BAe 748; over 7,000 Darts have now
been produced.

The Dart Mk 552 engine received
its alrworthiness centificate during
the yuar and deliveries of production
engines and rewrokits will proceed in
1986. This version provides consider-
able cost of ownership advantages
over earlier Dart engines and its
feawures can also be applied to
engines already in service.

Approximately 80 Spey engines
were delivered in 1985 for Gulf-
streaon I and Fokker 28 aircraft,
bringing the total number of Spey
engines manufactured for civil and
military applications to some 4,500.
Of particular significance (o the pro-
gramme during the year was the
Piedmont Airlines order for cight
new Fokker F28 Mk 4000 aircraft
which will add 1o their existing flect
ot 20 Fokker FF28 Mk 1000s.

‘The Tatest aireraft to be powered
by the Spey - the Talian/Bravilian
AMX close-support fighter = con-
trmred its flight development pro-
gramme during the year Itis
powered by the Spey Mk 807 engine
ard by the end of 1985, three
development AMX aincraft were
amgg iy s together with the

LLEIT ARSI TS Abbadelita

CATHAY ~FA

prototvpe Brazilian aircraft, which
made its first flight in October.
Production deliverics of the Spey
Mk 807 begin in mid-1986.

Cathay Pacific operate non-stop services
between Hong Kong and London usig
Bocing 7475 with the latest REB2N-324
variant.

New Projects

‘The Company recognises the con-
siderable business opportunities
offered by the developinent of a new
twrboprop engine for the commuter
aircraft market and step-change
improvements in propulsion system
fuel economy - ranging from open
rotor concepts (widely known as
propfans) to very high bypass ratio
ducted rotors for undenwing instal-
lation, Details of the current and
planned engincering work on these
projects are given in the Gorporute
Engineering scction (pages 18 to 20).
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Lhe Group manages and supports a
wide tangre of engines Lo natitan
finedawing ancafs, supenonic air-
aadtared dsal and nalitan helicop-
ters. Aher TLAEH) Rollsv-Rovee aniganes
ae cunerth insevice with 1324
anned senvices worldwide,

RB199

The Tutho-Union RBISS was joindy
developed by Rolls-Rovee, MTU in
West Genmany andd Fat Aviazione in
Ttaby for the Tomado aireraft, Duving
1UR5, the joint programme consti-
wted a najor part of Milivuy Engine
Group activity; deliveries included
the finst production examples of the
MK M extended relieat version for
the Tomado Air Defence Variant
(ADV). There are now over 500
Tormado aircraft in service.

The announcement of the first
export orders for the Tomado 1o
Saudi Arabia and Oman increased
the total engine build programme o
over 2.3(0) engines, with production
continuing vntil atieast 1940, At the
end of 1985 over 1,400 engines had
been delivered by the consortium,

RBISO MK 104 engines were also
delivered to British Acrospace, War-
ton, for installation in the kxperi-
mental Aircraft Programme demon-
strator, due to v in May 1986,

Adour
Fhe Adour reheated wirhofan was
developed by Rolls-Royce and
Lurbomeda for the Anglo-Irench
Juguar aireraft. Tt was subsequently
adopted for the Japanese T2 and 1]
amreraftand, in unreheated form, {o)
the Bntsh Acrosprace Hawk rainer,
[he Adown now hus ener 2.2 million
hours of service espenence, and its
selection for the US Navi's 145
Goshaw k progmuamne of over 500
trauner e saftersues 1its continued
prochucoon well o the 1440,

I June 1950 the upraed MA ST
version ran for the finst time, [t oflers
substantial thrust mereases at high
ambient iempertures and high
atspeeds, matched w the require-
ments of the single-seat Hawk 200
fighter ‘ground attack airaalt. The
Hawk 200 ix due to fly in the Spring
of 1986 and to enter service in 1988,

Pegasus
The rate of delivery of the Pegasus

vectored-tnust turbofan increased
during 1985 for Sea Harriers {or the
Indian Navy and the Royal Navy and
AVEB Harrier s for the United
States Marine Corps (USMC) and
the Roval Air Force. The Harrier 11
enjoyed an exceptionally smooth
enuy into USMC service, passing its
demanding operatioral ev.'uation
with fiving colours. The first opera-
tional squadron was formed at the
Marine Cormps Cherry Point Air
Station. The RAF version of the air-
craft, the Harvier GRS, wili be in full
squadrorn service by 1987,

New variants ol the Harrier IT are
under consideration to extend pro-
duction beyond the currenty plan-
ned 390 aireraft. In parallel with this
development, Rolls-Royce is demon-
staing a Pegasus engine with 15 per
cent greater thrust which could be
available for service in 1990,
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Viper

Wath more than eiglu mitho fhight
hours anc over 3000 engines
delncied, the Viper tubojet is one
of the world's most expertenced
nulitan engines. Despite this longe-
v, continuous development has
hept the Viper r ompetitive and it
powered lour of the modem militun
aite bt presented ad the 1985 Pais
An Show = Maccu™s MB33O nainer
ad Velro 1T fighter, Jugoslavia’s
Super Galeb nainer and the Orao
strikes attack uranalt joindy develop-
ed by Jugosiavia and Romania,

Olympus 593
The Obhmpus 5393 which powers
Concorde has now completed wen
vears of suceessful commercial
openttion - during this time more
than 1.4 milliont passengers have
been carried. Today Concorde
operates on scheduled services from
London to New York, London o
Washington and Miami and Paris to
New York During these operations
more than 280,000 hours have been
logged at supersonic aircralt speeds
and wlmost 200,000 hours at Mach @
and above.

This successtul experience conri-
butes significantly to the design ol
ey supersonic military engines.

Helicopter Engines

Continuing steady sales of Sea King
helicopters have hept the Gnome
turboshaft i full production and
orders were also tecened for Gnonae
F it engonies to uprate Boeing
Vertol 107 helicoptens in service with
the Swedish Navy,

Fust production orders were
pecened for Gem M 00§ engines
(o poser Agusta A0 Mangsta
anit-tank helicopters scheduled to
begmn opetations with the [talian
arroy i TUST0 The Masgusta s
Tuehile effectve i s robe and T
ol export potental.

The RTM322 trboshalt made
excellent progress on test, both in
Britain and at the Bordes facility of
Rolls-Royvee's parter, Turbomea,
Warldwide interest in the engine asa
powerunit for medium helicopters is
inrgreasing; this wats confirmed by
United Technologies Corporation's
decision to take a licence enabling
Priue and Whitney 1o build and mar-
ket the RTM322 for North Amencan
government sales,

Flight testing of the engine will
begin in 1986 ina Sikorshy Black
Frawk helicopter: the necessan
engine fHight dearance westing has
alicads been completed. Produciion
engines will be available hom 1988,

European Fighter Aircraft Engine
T August 1985 Britaia, Germany,
Italy and Spain agreed o proceed
with the detimiion phose of the
Etnopean Fighter Aicraftand i
engine. The engine programaee,
which will he managed by a new
jomt connpany based in Mo, is
espected o represent a significant
prraporuon of Rolls Rovee's militan
workdoad dunime the 1990 and into
the test centuny

Topiz Seet Huarner VS TOL avaaft ane
refeared o noddang froms o Renal Naon
L,

Nboces L beduopters coih Gen ez
ave woerene with the Brank \raw, the
Renad Moy and sthen virbse d wrsees



[he Group™ most i tive project
durmg 1985 was the marine Spes
whichiwent to sea in the Autunmin
m two new wanships. These are the
Japanese Maritime Self Detence
Foree's DG destrover Hatakaze,
whicli has two Spevs tor cruising,
and the Royal Navy's Type 29 fii-
gate HMS Brave, which uses two
Speys for high-speed operation.

"The further development of this
engine progressed during 1985 with
work continuing on schedule on an
uprated I8MW version and on an
important contract from the US
Navy for preliminary design of an
advanced-cycle version, This latter
unit, the inter-cooled regencerative
(ICR) Spey, is being developed by a
study team comprising Rolls-Royce
and two US concerns, Allison (a divi-
sion of General Motors) and Garrett,
Work under this ftest contract is
due for completion by late 1986.

The Spey was also prominent in
the industrial sector, with the sale of
more Spey-powered SK 15HE
generating sets to the People's
Republic of China. This order, worth
£15 million - for three SK 15HEs for
the Nan Jiang oilfield in western
China - bringy the total value of
Chinese Spey business so far 1o over
£25 million. There is potential for
future sales to China and negotia-
tions have continued on further
possible contracts.

Operational landmarks in 1985
induded the completion of 20 mil-
lion service hours accumulated by
200 operators of industrial and
puirine engines since 1938, ' 'he
industrial Avon also recorded two
milestones which are believed 1o be
wortld records - an engine in Dubai
achieved 30.000 hours running off-
<hore without resmoval and a liquid-
tueled Avon in Alaska completed
0,000 howrs hetween overhauls,

I the Soviet Union, gas and oil
projeds are heing pursued and the
sticcesstul Soviet experience of Rolls-
Rosce equipment, with 42 Avons in
service onamajor gas line since the
late 19705, offers considerable hope
lor future business there,

GEC Rolls-Rovee (Power Genera-
tion) Limited, a joint-venture com-
pany with GEC, overcame a slow
start and secured its first contracts in
1985, Its first ovdey, worth £15 mil-
tion, was placed by Shell for three
generating sets powered by Rolls-
Royee indusuial RB211 and Avon
gas generators for the Tem plaufonn
in the North Sea. GEC Rolls-Royee
also secured orders from the Middle
East, Demmark, Brazil and the United
States for Avon and Olympus
powered equipment. ‘Tne wotal value
of its 1985 orders, covering ten new
units, was £10 million,

CGooper Rolls, another joint-
venture company, formed in 1978
and operating in the mechanical
drive sector, increased its total orders
during 1985, Dresser Industries, an-
other main contractor, also sold
several units based on Rolls-Royce
gas generators, These included
breakihroughs into new offshore
markets in Denmark, Australia and

LgypL

Ahrve: Mene Spey generating sets wore suld
m Clana during JUS5,

Below: Ridhy-Rened pureer combriation -
FINMIS Hhstroons and Hhe Sea Han,
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[he Supply Group, emplosing sonie
it peaple, o tesponsible o the
domestie manulae e g esternal
prerutenient of components ton all
Company wequirengents, Manbac-
timng Lacthires thnoughout the
countny are under the central dine-
torr ot the Mam Boad Direaor ves-
ponsble tor Suppl.,

Lhe substantial wrowih in demand
tor component parts from the Civit
Engine Group, evident in 1984, con-
i ced throwghout 14985, Although it
resulted in the most significant step
change in output requirement for
mamn vears, the progranme was
achieved in all areas. There wasa
sinaller increase in the requirements
trom the Militany Engine Group and
this was also met, with a significan
improvement in the i ot com-
ponent deliveny.

Further substantial progress was
e during 1983 10 improve pro-
ductivits through use of the latest
manufactaring technology and the

atiomalisation of products requiring
nranufacture inside Rolls-Royvee,

I Derby the first computerised
aeep-teed grinding centre has now
been fully commisioned and is
hemng used for the manufacune of
unbine blades lor RB21E and Tay
engines. Concunently a similar but
larges installation is at anadvanced
stagze of comniissioning for the
maac e of wrbine blades for
the mcreasing militany engine pro-
gniunme. T he advanced integrated
manulas g sssten (AINMS), for
wheels aned dises, was officially
opened by the Prime Minister, the
Rt Hlon Mis Masgaret Phatcher MP,
on fanuary 249, 19860, 1t uuhses aato-
maatn ded vehides and computer
coptrallod sioraze Lachtes.

St Hhngton revesed and more
ot ¢ flective e theeds for the forong
ofrorepiressor blades ave been

used tor the producton of blades for
GFB-80C2 engines. Planning is now
well advanced lora cell 1o automate
the production of varable vanes for
the CFO-R0C2 and V2500 engines.
Manufacture of the advanced wide-
chord fan blide has continued in the
Bamoldswick factory, Improved
Lacilities [or the manufaciure ol
RB21-635E4 Dlades were completed
on plan and subsequently extended
for the manubacun e of carly deselop-
ment sets of wide-chord Dlades [or
the V2500 engine Though the use
ol this taclin ealy development
blades of exeeptionalls high quelin
were shipped to Japan ahead of
schiedude, A fither extension o wide.
<hord fan Dlade manuba uing Lacali-
tes i planned o moease capaaty

inside the Company to meet produc-
tion needs for RB21-5358:4, V2500
and RB2U1-524 blades,

The tully automated 360 degree
clectro-chemical machining system
for small compressor blades is ow
operational at Bristol, \ further
des elopment during 1983 was the
installation of anadvanced creep-
teed ginding cell for the mannfac-
wire of large wrbine statos {nogsle
guide vanes) [or civil engines.

hnestiment in new machine weols
is continuing within e framewark
al the Compamys corporate mae-
Lcmmg strategy . Magon inutiatises
stuted during U8 £ o mprove
aptahits and reduce on condor
anee have beet successiul and
stnicant reducnons mseap and
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rework costs have been achieved. An
important element has been the
strong links which have been created
between Supplyand the major design
groups during the past two to three
years. Quality circlesand other groups
involving all levels of personnel have
actively contributed to the achieve-
ment of improved quality. More than
3,000 such meetings were held
throughout the Company during the
year.

In 1983 significant progress was
made in rtionalising the network of
suppliers o the Company, concen-
trating on groups of components
manufactured estemally. A further
mutjor quality initiative has been
undertaken with suppliers and in
{)ctobera conference was held o

demonstrate what is betg done
within Rolls-Royce both 1o improve
qualine and reduce costs. The con-
ference is being followed up by
formal moduka training within
supplier companies,

Inresponse to difliculties experi-
enced in raw material procurement
during 1985, a specification and size
atopalisation programme has been
launched and, where necessary,
bufler stocks established. Iimprove-
ments were also achieved during 1985
in the application of micro computers
and terminal-based systems, These
have contributed to improved inven-
tory utilisation and delivery perfor-
mance. Continued reduction in
manufacturing lead times and
associaied improvements in stock
turnover remain a key priority.

In 1984 the factories were stili
seeking to balance manpower reduc-
tions with work schedules, but in
1985 the emphasis has been on
improving the effective use of people
Lo cope with the much increased
workload. A prime olyjective hasbeen
o increase tie number of direct
producers through redeployment
from indirect overhead occupations.

The size of the increase in the
manufacturing task also required
external recruitment at most sites
and Supply Group manpower
increased by over 400 during 1985.
The Derby factories absorbed most
of this external recruitment and were
still seeking additional skilled
employees at the year end.

New investments and improve-
menis in methods, pedormance and
systems plaved an important part in
the achievements of 1985, These
would nog, however, have been pos-
sible without the continued under-
standing and co-operation of
employees throughow the Supph
Group.

The Prisae Mouster v prctired wath idegt
tovighty, KT Salt, Doectin Supphy,
R4 Robus, Meanagng Do,

S Franeis Tenndw, Chaman anmd

A Jackson, Faclity Mastager = Derin
Maehinng,
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The Group continned to extend the
technology the Compam needs in
urder to offer competitive and cost
effedtive engines to its customens in
the vears ahead,

L ellent progress has been made
with demonstrator progranimes to
reduce the cost of developing new
engiues. These prove the eftective-
ness of technology advances before
thevare applied to a new engine
which is committed to full-scale
development and production. Fhis
procedure cuts costs and programme
delavs caused by unexpected techni-

al problems, This ‘up-front' tesling
of technology advances for new
engines has significantly reduced
their overall engineering cost.
Further savings are envisaged in the
future,

The Group has also been engaged
in project work aimed at the
development of advanced new
engines for ransport aircraft. These
include a new wirboprop design,
designated the RB55(), for current
and planned commuter aircraft with
5010 70 seats. Its design is based on
the core of the RTM322 helicopter
engine, developed jointy with
Turbomeca following the RTM321
demonstrator programme, Qut-
standing reliability will be provided
by the RB35(), which draws on the
idtest technology from the Com-
pany's demonstrators. This shows an
eennomy of engineering elfort
resulting from the dedared aim of
nsing the research and demonstrator
programmes in as many products as
possible.

bk Yoo
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Looking further ahead, the Com-
piamy is playing a major partin the
search for large improvements in the
fuel economy of propulsion systems,
Passibilities range from open-rotor
concepts, widely known as propfans,
to cucted-rotor engrines with very
high bypass ratios, which will he
required if underwing engine instal-
Fations are 10 be retained. Investi-
gaton of both concepts is showing
encouraging results. The Company
is committing considerable technical
resources to this work which is aimed
at the possible start of full-scale pro-
duction dwring the 1990s. It has
included the consuction ofa new
test facility for gearboxes transmit-
ting up t0 15,000 hp; such gearboxes
may be required for future propfan
engines.

On the military side the XG20
demonstrator programme has prov-
ed the technology which is being
applied 1o enhance, by 20 per cent,
the performance of RBI99 engines
for Tornado aireraft. Production
engines with these performance
advances could be in service in the
late 1980s.

Another military demonstrator
tested in 1985 was the XG15, 1t has
demonsuated the technology which
will improve the performance of the
Pegasus engine for the Harrder 1t
VASTOL aireraft. The XG15 incor-
porates an improved (urbine and
fan. As aesult of this programme, a
new version of the Pegasus is now
being designed, which will provide
an exira 3,000 1 of vertical thrust in
hot-weather conditions,

Forseveral yeam the corporare
engineering group has also been
developing the engine techmology
needed for Europe’s new fighter
atreralt for enty into service in the
19405, High peddormance compos
nents have been desigmed and ested,

A test s made on the ackeanced compressor
Jor the XGAO demonstrator. This weill prove
engine technology for Ewynpie’s new amie
Jighter for the 190N,
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attdd the advans ed Nt s denon-
strkon cnettie witl anabe s firs man
m 1se Testing of anew L and the
NG compresson heganm 1985,
Ihe proposed bigh-performance
engine tor this new fiaheer will e
produced by a wonp of Luropean
companies indluding MU and Fial
Avazione, partnes with Rolls-Rovee
m the RBISS engine programme {or
Tomado aircralt, The new engine is
expedted o draw extensise on
Ralix-Royee tedhnotogy advances,

Other research programmes cover

Al aspects of engine construction
and behaviour. [t is esseniial 1o
obtain accurate information about
flow conditions and clearances
inside engines in order to improve
component efficiencies, which are
ready very high. This has put
craphasis on acrodynamic and
termodynamic work 1o establish
presisels what is happening inside
an engine. Advanced techniques of
flow visualisation and measurement
have been developed for this pur-
pose, including laser anemomeny
and N-ray examination of mmning
enginges,

fn 1983 the Rolls-Royvee team
which developed this X-ray tech-
nique received the prestigious
MacRaobert Awardd for their achieve-
ment. They we now also working 1o
apphy cold-neuton and isotope
technigues to study the fow of fuel
and ofl in running engines,

Dunng IS5 the Group inaeased
s otk on adsanced nratenals. 1his
is aimed at obraining the g catest
possible henefits which nes and
projected matenals can biing to the
perdomunce of Rolls-Rovee engines,
Advancesin the capabilities ol meid
allons sre applicd o inptove engine
peotmanee and reduce weight
other new matenay mreasingh
iseeed e lude carhon fibre come
posites agil kel

Oxthier andvare os e o rinake
thuonah the wider applicanon of
cennprien techgues w engine
tesearchy desinn, deselopment aul
tanutae e, Increases mcompnung
poser have nurde it possible o link
the stages in the cvolwtion ol an
engine mote cosely than inohe past,
thus streamlining, the processes aned
1eduding costs,

Fhe widespread application of
computer-aided design and com-
puter-aided manufactare has contri-
Duted signilicantdy 1o cost-eftective
engine desym, development and
manufacture, Computing power
within comporate engineering has

Rofts=Renee has banldt o vew
goarbmes ransamitons ufs o
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been doubled and the application ot
vertor prodcessing has made it pos-
sible to complete comples caleu-
Lwions ten times faster than in the
paist As aresultitis now possible to
design parts more rapidly and cffi-
denty than could be done pre-
vioush, as well as to eliminatwe a
considerable amount of expensive
test work.

{lomputer simulatons are used to
study the effect of bird impact on a
new design of fan blade before it has
been huilt. Tn the past it was neces-
sary to manufacture and test a blade
and subsequently modify itif it did
not eliectively withstand the impact.

Computer design techniques,
allied to advances in fundarental
knowledge, have also made it pos-
sible 1o design and develop engine
compouents faster and more effic-
iently than in the past.

There is more advanced tech-
nology in air-cooled turbine blades
than i any other part of an aero-
engine, A typical blade with a work-
mg surface only four inches long
extracts 500hp from the hot gas
stream which drives ity this gas is
hotter than the melting point of the
blade material which also has to
contend with a centrifugal load of
several tons. Advanced technigues of
internial and surface cooling, linked
tor the katest manufacnuring methods,
permmt such blades to be operated
for thousands of hours and to fly
up o five million miles for the mo«.
widely used version of the RB211L.

Powerlul computer techinigues
and better knowledge about hewt
transfer have cut the time needed to
design and deselop these complex
air-cooled unbine blades, Since the
early 1970s the rado of development
to design costs has been reduced by
over 70 per cent. The Jatest designs
ofblade need many fewer changes
than their predecessors whea tested,
even though they are much more
advanced; this saves both time and
raoney.
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With the comuissioning of FIMS
Lireless on 5 October 1983, the
nuddear submarine flotilla of the
Rovad Navy now wtals 1t hunter-
killer and 4 Polass submarines,
Rolls-Rovee and Associates Limited
continues to support this important
clement of Britain's defence capa-
bility through its stafl at Rosyth,
Devonportand Faslane, backed up
by the extensive facilities at Derby,
management of the Naval Reactor
Test Estatilishment at Dounreay and
awide network of British sub-con-
ractors.

A mgjor event during the vear was
the movement of the Advanced Sub-
matine Prototvpe (PWR2) from its
construction berth at Barrow to a
new test site at Dounreay. This 2,470
ton facility was moved by barge to
Sandside Bay, Caithness, and then
overland for 1.25 miles to the test site
-~ a unique engineering feat, which
was cammied out on programme and
within the planned cost. Work is now
continuing to complete and
commission this prototype of the
new propulsion system which will
power the next generation of the
Royal Navy's nuclear submarines.

At the end of 1984, the first sub-
marine prototype was shut down
and de-fuclled after a most successful
demonstration of its extended life-
time capabiiity. Since then, work has
begun on the conversion of the
original prowtype to an advanced
test facility to demonstrate the safery
of some features of reactor operu-
tion. This work, together with the
commissioning and operation of the
new advanced prototype, is expected
1o enstue the future of the Dounreay
site for the next decade,
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‘The repair and overhaul business in
1985 continued at approximately the
samie level as in previous years, con-
wibuting signilicantly to Company
wamover.

Following a competitive tender,
the facility at East Kilbride, Scodand,
was awarded the conuact by the
United States Deparunent of
Defense to overhaul modules rom
TEF31 engines installed in AlQ
ground-attack aivcraft. This break-
through heralds the prospect of
significant further work from other
cquipment operated by the United
States Air Force in Europe, The
competitive tender issued by the UK
Ministry of Defence for maintenance
support of the Dart engine has also
been won.

Among new commercial custo-

mers are British Midland Airways for

Darts powering their Viscount and
F27 flect and Swissair and KLM for
Tays for Fokker 100 airliners.

A powerful factor in the cost of
engine maintenance is the ability to
repair woin components safely and
economically. In this field the Com-
pany is investing in new technology
and equipment in order to provide a
competitive parts-repair service for
the gas turbine indusuy. Manage-
ment of this important element of
the repair business has been
reorganised and strengthened.

FEWIE MY v A LN hiE ™

Profitable growth of the Rulls-
Rovee repair and onethaal bumness
iy being sought and diverstication
into non Rolls-Rovee engnes 1s
underway, Computerisation is being
exploited inareas of configunsion
data management, work planning
and scheduling, and inventony
munagement and control. These
strategies, together with the develop-
ment of "in-house’ skills will ensure
the Company’s continued success in
this highly competitive field.

o
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Seven Rolls-Renee plants i Brutenn, Brozal
and Canada provide tefuart anel rcerhand
SRIEes i 27 engmee B e,
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A substanuad part of Rollv-Rovee's
Parsezress is generated oatside the

T and users of the Company's
aviation, mardne and land-based pro-
ucts hane theretore to be supported
on even continent.

I addition w the cmplm ment
ovenveas of over 300 service repre-
sentatives, Rolls-Royee has estab-
lished a number of regional offices
whose staff work with URK-based per-
sonnel in promoting the sale of the
Company’s products and main-
taining essential relationships with
customers. These offices are located
inhe USH, Canada, Brazil, France,
the Middle East, India, Hong Kong,
Singapore, Ching, Japan and
Ausnalia,

Rolls-Rovee also retaing a world-
wide network of advisers and corres-
pondents who provide up-to-date
information on local economic and
politcal issues and assist in identi-
fving new business opportuniies.

In the USA, Canada, and Brail
over 3,000 people are employed by
operating subsidiary companies in a

-aricty ol activities principally but
not entirely related 1o the acrospace
industrv.

United States

The USA is the biggest and most
significant ¢ivil aviation market in the
world, while the Ameddcan delence
budget dwarls that of other western
ations.

Ralls-Rovee has for many years
maintined a presence in the United
states, s this is currentls reflected
in Rolfls-Rence Holdings tne, and irs
operating ~uhsull.m COMpPAnics,
Rodls-Rove e Inc. and Rolls-Rovee
Credit (qu:z.tuun. These come
Jranies have thel headguarters in
Creenwich, Connectiout, but also
maistain nruheting groups and
nperitonial uos i other hes
locations an the United States,

The Rolls-Reve e Inc, productsup-
par group based meAdantis 1oy
ponsible for linison with over 6t
customers in North and Central
America, Mexico and the Caribbean,

These customers openate more than

L2040 Rolls-Royee powered airliners
and business aircraft. Strong support
is also provided to the US military
authorities on such progrunmes as
the Pegasus for the US Marine
Corps AVEB Harvier, the TF 41 for
the US Air Force and US Navy A-7
Corsair, the Adour for the US Navy

115 Goshawk and the Spey for the

US Air Force C20A.

Overall local management of the
US military business is centred in
Washington DC, so that close liaison
can be maintained with the US
Department of Defense and the
headquarters of the user services.

Adtlanta is also the headquarters of
the' Rolls-Royee Inc. engineering
group whose research activities con-
tinue to broaden. These include
advanced high-speed propulsion
studies, the development of three-
dimensional computer simulation of
tuwrbine heat transfer and advanced
balancing techniques.

The Miami nmchunng facility
increased both its producton
capability and 1ts output during 1985,
and is providing sub-contract suyp-
port o the US acrospace indusuy.

The SK30 gas anbine generating
setfor the Dade County cogenera-
tion project has been delivered and
is installed in the Florida facility for
completion and commissioning in
fate 1956,

Rolls-Royee has mare than 300 froduct-
support staff based worldwide to asist
engrine ofierators,



Canada

On Jaman 114983 the Canadian
companies established a new
corporate name, Roll-Rovee
Incdustries Canada Inc., in order to
retflect more accurately the group's
dictivities.

Bristol Acrospace Limited, hased
in Winnipeg and with over 1400
emplovees, is the largest company in
the gnoup. s activities include the
development and manufacuare of
uppet-aimosphere rochet 1esearch
vehides and air-to-ground missiles
and the manulac e and overhaul
of gas tbine, airbame wd nucdlear
1eacior components. [talso under-
takes the repab and overhaul of
mihtan aitodtand helicopters, The
manufactre of temaotely posinoned
weathier stanens s another activin
whuch demonmstates the compam's
clectonios espertise.

Rodls-Ron v e € anaday Lnmned
cgpren s sinne 7H0 people at iis base
i Mestreal, Beprovides North
Amners s andines, ity aned
corporate agoatl openators with
comupettive enotve Lichnes log
ergsne 1epar and overhaal Fhe
comtapatts atleo mianulae tures and
ove thoods mredostnal ges wrbines

o Bronelen these faeilities, thee
EOTE RIS I COTSITe TG ey Test

cell to be completed in 1986, Tt will
be used tor Tav engine overhaul
activities resulting from the enoy of
the Gulfstream IV business jet and
Fokker 100 airfiner into seivice in
Noarth America.

Industrial RB2H and industrial
Avon gas turbine sales by the Mon-
treal-based Rolls-Royee Industrial
& Marine Limited increased in 1985,
New export orders were taken for
the United States, Australia,
Denmark ancd Dubai,

Brazil

Motores Rolls-Rovee Limitacla,
located in Sao Paulo, emploss over
1t people on repain and overhaul
of a range of Rolls-Rosvee and other
manulactiiners' engine tpes. For the
lutui e this compiny will seek new
manafacturing work induding parti-
apation i the Brazlian share of the
Spes 807 power plant {or the

Itahian Braziliae AN fighter, Ao
associated with this project, Rolls
Rone e Tias atechnical assistatioe
agreernent with CELALN, the
Brazan aet-engine company, s
prenides for Rollv-Rovee o supph
comsulung and technieat suppont
SCIVHCCS T tanze of manufactng
disnplnes and personnel nane

A toomenneed 1oekets < such as the € R\
frtired aboi e - are developed and frod
by Brostol Aevonpure ot Wanneape s,

Vrwwoganee ons dost st Vhoateoros Bodi floiae.
Seans Phindor Mo vompuiny s poins and
srcitheands e o e nons et ergime Bl
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Rolls-Rovee has a fong oadition of
invohing emplovees in the conduct
ot its affairs. Fvery effort is made to
develop this further.

Communications

Many different media are used to
ensure that employees are infonned
about significant developments
within the Company and in the aero-
engine business worldwide. One
such medium is Rolls-Royce News, a
monihly newspaper available free w
all employees. This in-house news-
paper covers all uspects of the
business including the activities of
Rolls-Royce employees.

Another medium is the loud-
speaker system and this is used
particularly for the communication
of new orders and ‘stop press’
developments. Communication of a
less immediate kind is achieved in
many areas and functions by local
periodic newsletters and other
briefing documents. Other areas
continue to communicate orally
through local briefing groups.

Right across the Company
employees are directly briefed on an
annual basis concerning the Com-
pany’s sales, linancial performance
and business prospects. Typically
these briefings take the form of a
video message given by the appro-
priate Executive Director and this is
followed by a presentation by local
senior minagement. Employees are
encouraged to ask questions and if
these cannot be answered on the
spot, the questioner is assured of
receiving a reply very quickly follow-
ing the presentation,

Consultation

The Company has for many years
been committed to joint committees
{or the promoton ol consullation
concerning the business, Across the
sites management and union yepre-
sertatives hold some 150 consultative

meetings annually, These commit-
tees are designied to provide two-way
communication of information,
ideas and viewpoints between
management and unions conceming
the Company's achievements, prob-
lems and opportunities.

These meetings take place atsite
Jevel which is where, by corporute
policy, most issues of employee
relatons are resolved,

The Company has, however,
developed over the years a cenual
Forum which is attended by the
Gompany’s most senior manage-
ment and by more than 100 repre-
sentatives of works and staff unions
from all sites.

Management presentations on
corporate issues are followed by
questions, comiment and debate. So
far seven such sessions, each span-
ning two days, have taken place. The
format and content will continue to
evolve but the Forum is now finmly
established as a highly valuable and
valued opportunity for consultation
face to face,

Involvement

Important as communication and
consultation are, they do no more
than provide a framework within
which employee involvement can
thrive. The Company secks 1o
encourage employeces, not just
through suggestion schemes, but as a
normal function of their daily work-
ing lives, to contribute their thoughts
and ideas o improve the efficiency
and secure the success of the enter-
prise.

Pension Fund

Membenihip of the pension fund is a
condition of emplovment, ‘The
Board of Trustees comprises lour
trustees plus & Ghaiman appointed
I the Company and low stafl and
fowr works trustees whe ae ditectly
elected by amployees,

Training
The Company is committed 10
providing cost-eflective anining
which is cleardy identified with, and
supportive of, carrent and future
business requirements. To achicve
this objective the Company provides
ining in four main areas:

u for new recruits and those pro-
moted to new positons

m [or those whose jobs will be alfect-
ed by technological or organisation
changes

u for employees to achieve optimum
performance in their jobs

u {orlong term development
through a range of formal training
schemes and apprenticeships which
will prepare all types of employees
for their future careers.

As atDecember 81, 1985 there
were 1,100 full time wainees in the
Company. In 1986 the Company
expects to reciuit over 500 school,
college and university leavers o the

aining and apprenticeship schemes.

Health and Safety

New initiatives in 1985 included a
review of health and safety controls
of maintenance work throughout the
Company's factories in co-operation
with the Factory Inspectorale;
significant resource was also given
over to investigating the health and
salety factors of robotisation — which
continues to develop within the
Company,

The structure of safety committees
continues to serve the Company
well. These committees coverall
operting units and ensure full con-
sultation with employee representa-
tves on heath and safety isses, A
nujor input to this work results from
the activities ol the trade unions’
salety representatives who act lor
hoth manual and stall employ ees,



UK LOoCAtions anp NUMBERS EMPLOYED
ot Dyecemubue 3, I8R5

Dounveay (425)

Hillington (2,743)

East Kilbride (2,392)

Sundertand (484)

Barmoldswick (1,305)

Deeside (155)
Hucknall (964)

Mountsoirel (534)
Ansty (2,253)

Derby (13,76+)

Coventry (2:426)

Bristol (8,688)

Leavesden (2,377)
London (16)
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Principal activities

e Company’s principal business is
the designn, development, manutac-
wre and sale of s trbine engines
and ancillan equipment tor airerft
and for industrial and marine appli-
cations,

Subsidian companies indude
Rolls-Rovee and Associates Limiwd
which desigus, develops, procures
and supports nuclear steam-raising
plant for naval purposes, Other sub-
sidiary companies ave mainly
involved in dre manufacture of aero-
space and related products and in
providing sales and service support
of the Company’s products overseas.

Results for the year

Turnover for the year was £1,601m
(1984 £1,409m), including direct
exports of £712m (1984 £519m).

Profit before axaton was £81m
(1981 £26m). The directors do not
recommend the payment of a
dividend and the net profit of £77m
{1981 £20m) has been retained,

A review of the vear’s operations,
research and development activities
and future prospects is contained in
the Chairman's Statement and in the
Review of Activites.

Fixed assets

Expendinre on fixed assets during
the vear amounted to £48m (193-1
£26m), mainly in respect of gas wr-
bine manufacuring and engineering
facilides,

Professional valuations of Group
propertics were obtained during the
vear, Details are given in note 13 o
the aecounts,

FMREC FORS

Subsidiary and related companies
In October 1485 the Compiny
increased s interest in Deeside
Titaniam Limited from 20 percent
to 828 pevoent.

Share capita)
During the vear the nominat value of
the issued share capital was reduced
from £508m 10 £127m. £372m of
the reduction was used o eliminate
the deficit on the Comnpany's Profit
and Loss Account at December 31,
1981 and the balance of £9m was
credited to a non-cistributable
rCSCIVe,

At the same ime, the authorised
share capital was reduced from
L£600m 1o £150m.

Re-registration as a public
company and adoption of new
Articles of Association

[tis planned that the Company will
shorty register as Rolls-Royce plc
and adopt new Articles of
Association.

Employces

The number of Group employees at
the end of the year was 41,700 (1984
10,900).

Employee involvement
Company policy on employee invol-
vement is outined on page 94,

Disabled persons

The Company's policy continues to
be to provide, wherever possible,
cmployment opportunities for dis-
abled people, o lookafter eiplovees
who become disabled and w make
the best possible use of their skilly
and potential,

Donations

No political donations were made by
the Compam orits subsidiaries.
Chardtable donations amounted o
L43.500 (184 LA45,000),

Directors

The directors listed on page 27 were
in oflice throughout 1985 apart fiom
Mrll G Mourgue (appointed May 1,
1985), Mr S, C. Miller (appointed
Qctober 10, 1985), Sir Philip
shelbourne (appointed January 1,
1986) and Sir Robin Nicholson
(appointed April 1, 1986).

Sir Peter Thornton resigned
from the Board on June 20), 1485,
SirSt John Elstub on October11, 1985
and MrP. J. Molony on December 81,
1985.

None of the directors of the Com-
pany at December 31, 1985 had,
during the year, aty interests in the
shares or debentures of the
Company or any of its subsidiaries,

Auditors

A resolution to re-appoint the
auditors, Coopers & Lybrand, will be
proposed at the Annual General
Meeting.

By order of the Board i
v L&Lw’fv\fbc

Anthony \\’un‘n‘l‘!gu)n

Secretary

April 10, 1986
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CONSOLIDATED PROF¥IL AND LOSS
b the vestt ennded December 31, 15

Turnover
Cost of sales

Gross profit

Commercial, marketing and product support costs
General and administrative costs

Operating profit

Research and development (net)

Intevest psyable and simitar charges

Share of losses in related companies

Profit on ordinary activities before taxation
Taxation )

Profit on ordinary activities after wxation
Attributable to minority interests

Profit attributable to Rolls-Royce Limited

Statement of retained profits (losses)

ACCOUNL

Notes

2

10

Accumulated deficit at January 1 as previously reported

Prior year adjustment (see note 10 on page 37)

As restated

Elimination of the January 1 Company deficit as a result of the share
capital reduction (see Report of the Directors on page 26)

Profit for the year
Foreign exchange translation adjustments

Transfer from revaluation reserve of depreciation charge attributable
|

to revaluation surplus
AtDecember 31

1985
Em

1,601
(1,235)

-

366
(77)
(78)

211
(100)
(29)
o
81
_®
78
_w

77

1985
£m

(316)
(4)

(320)
372

77
a7

116

‘The Company profit and loss account is not shown ~ Section 228(7) Companies Act 1985

‘The notes on pages 31 to 47 form part of these accounts

The auditory report is on page 47

1984
£m

1,409
(1,104)

305
(71
(72)
162

(101)
(35)

26
)
21
_
20

e ]

1984
£m

(841)
4
(345)

]
O |

Lo

(320)
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BALANCE SHEF TS
o Decemnbier 31, 1083

Fixed assets

Tangible assets

Investments:
Shares in group companies
Shares in related companies

Current assets

Stocks

Debtors

Cash atbank and in hand

Creditors — amounts falling due within one year
Bank loans, overdrafis and other borrowings
QOther creditors

Net current assets

Total assets Jess current liabilities

Creditors - amounts falling due after more than one year
Bank loans and other borrowings
Other creditors

Provisions for liabilities and charges

Capital and reserves
Called up share capital
Revaluation reserve
Other reserves

Prolit and loss account

Minority interests

Francis Tombs } Directors QW"“‘

April 1), 1986

The notes on pages 31 to 47 form pap of dw{ac‘u

The auditors’ report is on page 47

Noles

H&I2

4
5

1o
17

18
19

20
21

22

23

10

Consolidated Company
1985 1984 1985 1934
£m £m fm £m
383 381 306 291
- - 22 38
- 1 - 1
383 882 328 830
578 511 523 450
297 958 294 240
33 31 1 10
338 800 748 700
(180) (101) (142 (54)
(379)  (359) (354  (346)
279 340 252 300
662 799 580 680
(62)  (186) G2 (184)
(118) (95)  (116) (76)
(79)  (116) (67)  (105)
403 395 345 265
127 508 127 508
147 182 141 127
g - 9 -
116  (320) 68  (870)
399 320 345 265
4 5 - -
403 395 345 965

29
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CONSOLIDATFD STATEMENT OF SQURCE AND APPIICATION OF FUNDS

bt the vear errbodd Descinbier 31, 108G

Source of funds
Profit before taxation
Adjustments for items not involving the movement of funds:
Depreciation
(Decrease) in provisions for liabilities and charges excluding
deferred taxation

Increase (decrease) in creditors falling due after more than one year
Foreign currency wranslation adjustiments

Disposals of tangible fixed assets

Miscellaneous items

Application of funds
Capital expenditure
Tax paid

Changes in net current assets

Increase in current creditors excluding corporate taxation
{Increase) in stocks, net of progress payments

Decrease (increase) in debtors excluding corporate taxation

Change in net liquid assets and loans

Represented by:
Increase in cash balances

(Increasc) decrease in bank loans, overdrafis and ether borrowings:

amounts falling due within one year
amounts falling due afier more than one year

*Summary of the effects of the acquisition of Deeside Titanium Limitedl:

Fixed assets - net book value

Stocks

Debtors

Creditors falling due within one year

Bank loans, overdrafis and other borrowings
Provisions for liabilities and charges

Cush

Net purchase value (see note 11 on page 411)

"The auditors’ report is on page 47

1985
£m

81

50

*  (38)
93

23

(7)
12

121

* (56)
(6)
59

*(67)

* 9
* 124

47

N

{1)
12)
(3)

1984
£m

(20)
(6)

(2)

82

(26)
(3)

119
(6)

(22)
04

16

90
(12)

94
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EACCOUNTING POLICIES
Basis of accounting
The accounts on pages 28 10 17 have been prepared on the historical cost basis, modified o include the
reviluation of land anc buildings it December 31, 1985,
The Group’s share of profits or losses of related companies is included in the consohdauted profit and loss

account. Any provisions for diminution in vatue of related company investments are made in the Cormpany's
profit and loss account

Turnover and trading profit
Tumover excludes value added tax and comprises:

(iy Amounts invoiced to customers, including any foreign exchange effect of products priced in currencies
other than sterling,

(i) Estimated sales values, where prices have not been agreed with customers.
(iil) Income {rom licences and management fees.

‘[rading profit is taken at the time of sale; in the case of long-term contracts, profit is arrived at by reference to
the estimated overall contract profitability.

Foreign currencies
(i) Company accounts
Assets and liabilities in foreign currencies are translated into sterling on the following bases:

1) Borrowings and loans te subsidiary companies at the exchanee rates ruling at the vear end.
gs + r

(b) With effect from January 1, 1984, the Company designated certain foreign currency bonowings as a
hedge against investments in overseas subsidiaries and consequently, from that date, such borrowings
and related overseas investments are treated as foreign currency items. Accordingly, at each balance
sheet date, the botrowings are restated at the sterling equivalent, The movement since January 1, 1984 in
the sterling cost of acquiring the relevant subsidiaries is similarly restated in the Company’s balance
shect.

{c) Assets and other liabilities at the estimated sterling equivalent, account being taken of forward exchange
contracts,

Differences, other than those referred to in (b) above, are charged or credited in determining profit on
ordinary activities before taxation.

{i) Consolidated accounts
(a) Assets and liabilities of overseas subsidiaries are translated into sterling at the exchange rates ruling at
the year end,

(b) Turmnover and profits or losses of overseas subsidiaries are translated at the average exchange rates for
the year,

{¢) On consolidation, differences on exchange avising liom the retranslation of the opening net investment
in subsidiary companies, and from the translation of the profits or fosses of those rompanies at average
rate, are ptken w reserves,

(d) To the extent that foreign currency borrowings by the Company act as a hedge against the net assets
of vverseas subsidiary companies, the differences on exchange arising ftom the retranslation of those
foreign curreney borrawings are taken ta reserves,

{3}y Cienerel
Allother exchange differences are danged or aedited in detenmining profit on ordinmy activities before
Lixation,
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NOLES 1O THE ACCOUNTS

L AGCOUNTING POLIGIES (GONTINUED)

Taxation

Provision is made at the rate for the year lor United Kingdom corporation tax, {or overseas taxation on protiss
of overscas subsiciaries and for deferred taxation where a liability is expected to arise in the foresceable fuwre,

Research and development '

Capital expenrliwre on research laboratories and plant is written off over its expected working life. All other
research and development expendinire borne by the Company, net of contributions from Her Majesty’s
Governmeny, is charged in the year of expendituire.

Stocks

Stocks are valued at cost of materials, labour and relevant manufacturing overheads, less provisions for
obsolete and surplus itemns and, where necessary, provisions to reduce cost to estimated realisable value,
Progress payments receiverl are deducted from stocks up to the limit of the relevant work in progress, Other
advance payments and deposits are included in creditors,

Acrounting for leases

In accordance with Statement of Staridard Accounting Practice No. 21, assets owned by third parties and
finance leased froni them have been capitalised ar amounts equal to the original cost of the assets to the lessors
and depreciation provided on the basis of Gre ‘preciation policy. The future obligations under finance
leases are included as liabilities in the balance and the current year’s interest element is chary  *» the
profitand loss account.

The results for the year ended December 31, 484 have been restated w reflect this change in accounting
policy (see note 10 on page 37).

Depreciation
(i} Properties
Depreciation is provided on the valuation of properties adopted at December 81, 1980 and on the original
cost of purchases since 1980 and is calculated on the straight-line basis over estimated lives advised by the
Group’s professional valuers. Depreciation is not provided on freehold land.
The estimated lives are:
{a) Frechold buildings - I} to 45 years (average 28 years).

(b) Leasehold land and buildings - lower of valuers’ estimate or period of lease.

(ii) Plant and Machinery, Fixtures and Fittings

Depreciation is provided on the original cost of plant and machinery, fixtures and fittings and is calculated
on the straight fine basis over estimated lives in the range 5 10 14 years.

Provisions
Provisions are made for:
(i) Likely future expenditure on wanmnties relating to sales up to the yemr end.

{ith Anticipated losses on current contracts.
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NOTES 1O LHE ACCOUNIS

2 TURNOVER AND OPERATING PROFIT

1985 1984
United United
Kingdom Overseas Total  Kingdom Overseas Tol
£m E£m £m fm £m £m
Turnover
Civil Aero 79 498 577 48 398 446
Military Aero 21" 518 735 252 488 735
Industrial and Marine 56 87 143 48 74 129
Other activities 105 41 146 76 30 106
457 1,144 1,601 424 985 1,409
Geographical analysis:
North America 435 352
Europe 391 400
Asta 235 168
Australasia 3 37
Africa 22 25
Other countries 23 23
1,144 085
Lxports from the United Kingdom - Direct 712 51Y
~ Indirect 313 370
1,025 389
Sales by overscas subsidiaries 170 138
Parent Company sales to overseas subsidiaries (61) (42)
1,144 985
1985 1684
£m £m
Opecrating profit
Civil Aero 73 39
Military Aero 110 111
Inclustrial and Marine 20 6
Other activities 8 6

" —— ——————

211 162
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NOTES TO THE AGCCOUNLS

3. INTEREST PAYABLE AND SIMILAR CHARGES

1985 1984
£m £m
Interest payable on:
Romrowings repayable within five years othenwise than by instalme ats 14 16
Other loans 14 16
Finance leases 6 6
34 38
Less interest received 5 4
29 34
Exchange differences on dollar borrowings - 1
29 35
4, PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION
1985 1984
£m £m
After charging
Depreciation of owned tangible fixed assets 35 33
Depreciation of iangible fixed assets held under finance leases 15 12
Operating leases — Hire of plant and equipment 10 9
- Hire of other assets 7 6
Auditors’ remuneration {1985 £0.6m 1984 £0.6m)
After crediting
Renuals receivable in respect of operating leases 5 4
Profit on sale of tangible fixed assets 5 1
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5, EMOLUMENTS OF DIRECTORS AND SENIOR EMPLOYEFS
The emoluments of directors, charged before arriving at operating profit, wers:

Fees
Other emoluments, including pension contributions
Compensation for loss of executive office

The emoluments of directors and senior employees working wholly or mainly in
the United Kingdom, excluding pension conuibutions, were:

Chairman:
Sir Francis Tombs
Sir William Duncan
Sir Arnold Hall

Highest paid director

Directors (other than the Chairman and the highest paid director):
Emoluments
£

Nilwo 5,000
5,001 1o 10,000
10,001 to 15,000
20,001 to 25,000
40,001 1o 45,000
45,001 to 50,000
50,001 o0 55,000
55,001 to 60,000
60,001 to 65.000
65,001 to 70,000

Senior employees:
Emoluments
£

30,001 to0 35,000
35,001 10 40,000
40,001 to 45,000
45,001 10 50,000
50,001 to 55,000

1985
£

37,300
549,300
110,000

55,900

2,700
86,900

Number

I - 3

= B e ]

36
19
13

1984
£

41,000
501,400

125,900
4,000

125,900

Number

| e WD e = = ] O]

24
2]

35
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6 EMPLOYEE, INFORMATION

Consolidated
1985 1984
£m £m
Staff costs
Wages and salaries 452 418
Social security costs 34 33
Other pension costs 36 84
522 485
Number of employees in the Group
"The average weekly number of employees during the year was: Number Number
United Kingdom 38400 38,900
Overseas 3,000 2,900
41,400 41,800
| o
7. TAXATION CHARGE
Consolidated
1985 1984
£m £m
United Kingdom deferred taxation 1 1
Group share of related company taxation 1; -
Overscas taxation 3 4
3 5

A potential deferred taxation liability of £28m has not been provided in respect of the swrplus arising on the
revaluation of land and buildings as there is no present intention to dispose of any land and buildings.

No other potential deferred taxation Bability existed at December 31, 1985.

8 REVALUATTON RESERVE (NON-DISTRIBUTABLE)

Consolidated Company

1985 1984 1985 1984

£m Lm £m £m

At January 1 132 185 127 130
Depreciation charge atributable to revaluation surplus (4) (3) ) 6]

Surplus arising on revaluation of land and buildings at December 81, 1985

{(sce note 18 on page 40) 19 - 18 -
At December 31 147 182 141 127
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9. OTHER RESERVES (NON-DISTRIBUTABLE)

sonsolidated Compary
1985 1984 1985 1984
£m £m Im Im
Special reserve 9 - 9 -

In cormection with the reduction in the nominal value of the Company’s issued share capital, the Company
undertook to the Court to set up a Special Reserve which is to remain in existence so long as there remains
outstanding any debt or claiin against the Company to which a creditor was entitled at the date of the capital
reduction. Sums to be transferred to the Special Reserve include initially the credit balance of £9m mising from
the reduction in capital (sce Report of the Directors on page 206) and subsequently certain profits (or losses)
after taxation arising from any future disposal of the Company’s tangible fixed assets and investments in
subsidiary and related companies held at December 81, 1984,

10. PROFIT AND LOSS AGCOUNT

Consolidated Company
1985 1984 1985 1984
£m £m £m £m
Accumulated deficit at January 1 as previously reported (316) (341) (372) (8394)
Prior year adjustment (see below) ) (4) 2 2
As restated (320) (345) (370) (392)
Elimination of the January 1 Company deficit as a result of
the share capital reduction (see Report of the Directors
on page 26) 372 - 372 -
Profit for the year 77 20 62 19
Foreign exchange nanslation adjustments (17 2 - -
Transfer from revaluation reserve of depreciation charge
atuibutable to revaluation surplus 4 3 4
At December 31 116 (320) 68 (370}

The Company’s accounting policy for tangible fixed assets finance lcased from third parties has been revised
in 1985 and the corresponding figures for 1984 have been restated. The prior year adjustment included in 1985
is derived from the restatement of the following elements of the December 81, 1984 Balance Sheet;

Consolidated Company
Previously Previously
Reported  Revised Reported  Revised
£m £m £m £m
Tangible fixed assets 302 381 240 291
Stocks 521 511 450 450
Debtors 263 258 242 240
Creditors ~ amounts falling due within one year:
Obligations under finance icases - (14) - (15
Oihers (345) (84 (334) (334)
Creditars ~ amounts falling due after more than one year:
Obligations under finance leases - (5d) - (35)
Others , ...(,.'ﬂ.) B ”('31) ~ E{_l_) _d
700 (496 557 559
Prior yewr adiustment {see above) __9_1_) _____?:

37
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11 FANGIBLE FINED ASSETS - CONSOLIDATED
Land & Plant & Fixtures &  In course of
buildings  machinery fitings  construction  Total
(see note 13

on page 40)
£m £m fm £m £m
Cost or viduation:
At January 1, 1985 209 453 10 10 682
Exchange adjustments (5) (12) 1) - (18)
Additons at cost 2 31 1 14 48
Acquisition of subsidiaty 4 22 - - 26
Completed assets brought into use 3 4 - (7 -
Disposals (5) (18) @) - (25)
Revaluation adjustment at December 31, 1985 (19) - - - (19)
At December 81, 1985 189 480 8 17 694
Accumulated depreciation:
At January 1,1985 29 266 6 ~ 3061
Exchange adjustments (1) (6) 1) - (8)
Acquisition of subsidiary 2 16 - - 18
Provided during year 7 42 1 - 50
Disposals - (11) (2) - (13)
Adjustment on revaluation (37) - - - (37)
AtDecember 31,1985 ~ 307 4 - 311
Netbook value at December 31, 1985 189 173 4 17 383
The net book value at December 31, 1985 includes
the following amounts in respect of assets heid &
under finance leases - 66 - - 66
Net book value at December 81, 1984 180 187 4 10 381
The net book value at December 31, 1984 includes
the following amounts in respect of assets held
undler finance leases - 69 - - 69

The original cost of assets fully written off, but still in use and included in the consolidated figures above,
amounts 10 £134m (1984 £126m).

Asscts held for use in operating leases at December 81: 1985 1984

. £m £m

Cost or valuation 58 65
Accumulated depreciation (26) (¥2)

Net book value 3"'2. “:E
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12 TANGIBLE FIXED ASSETS - COMPANY

Cost or valuadon:

At January 1, 1985

Addidons at cost

Completed assets bronght into use

Disposals

Revaluation adjuc  ent at December 81, 1985

AtDecember® 5%

Accumulated eciation:
AtJanue i, 35

Provider v 1g year
Disposals
Adjustne  un revaluation

At Decerner 81,1985
Net book value at December 81,1985

The net book value at December 381, 1985 includes
the following amounts in respect of assets held
under finance leases

Net book value at December 31,1984

The net book value at December 81, 1984 includes
the following amounts in respect of assets heid
under finance leases

Land &
buildings
{sce note 18
on page 40)

£m

185
1
3
(1)
(14)

174

—_—

160

et e

Plant&  Fixmres& In course of
machinery  fittings  constuction
£m £m £m
339 6 9
22 - 13
4 - 9
(9) @) -
356 5 15
219 4 -
31 - -
9) ) -
241 -
115 2 15
5§ - 13
120 2 9
45 - 6

Towml

Em

539
36

(11)
(14)

350

3¢

ek EX.
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13. LAND AND BUILDINGS

Group properties were revalued at December 81, 1985, Specialised properties, including certain of the Group’s
major manufacturing sites, have been revalued on a depreciated replacement cost basis and the remain der by
reference to their open market value for existing use. In the United Kingdom the valuation was carried out by
Gerald Eve & Co, Chartered Surveyors and Fuller Peiser, Chartered Surveyors. Overscas properties were
valued by independent local valuers.

Consolidated

"The total surplus arising on revaluation amounted to £18m (£37m less £19m - see note 11 on page 38), of
which a revaluation deficit of £1m is attributable to minorites. The £19m revaluation surplus has been
transferred to the consolidated revaluation reserve.

Land and buildings comprise:

Freehold Leaschold Total
Long Short
£m £m E£m £m
Valuation at December 31, 1985 177 10 2 185
Net book value at December 31, 1984 166 K 3 180

— P——— —— ——

Company
The total surplus arising on revaluation amounted to £18m (£32m less £14m ~ see note 12 on page 39) which
has been ransfeired to the Company revaluation reserve.

Land and buildings corrrise:

Freechold Leasehold Total
Long Short
£m £fm £fm £m
Valuation at December 31, 1985 164 8 2 174
Net book value at December 31, 1984 150 7 160

B

Note: Lol and buildings included at valuation would have heen, on an historical cost basis, as follows:
Consolidated ~ Company

£m £m
Cost 112 95
Aggregate depreciation 1) (62)
Net book value at Decernber 31, 1985 41 38
Net book vaue at December 3, 1984 4 84
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UL INVESTMENTS IN GROUP COMPANIES

Company
1985 1984
£m I&m
Shares at cost:
At January 1 22 21
Additions during year 2 1
Transfer from related company 2 -
At December 31 26 22
Foreign currency translation adjustments (see note 1 on page 31) - 17
26 39
Provision for post-acquisition losses:
Atjanuary i D (n
Transfer from related company (2) -
Charge for year (1) -
AtDecember 31 ) (1)
Net book value : 22 28

The principal subsidiary companies are listed on page 49.

Rolls-Royee Finance Limited, a wholly-owned subsidiary, has not been consolidated, The Company, tirough
¥ pany g

this subsidiary, has entered into arrangements for the financing of purchases by certain customers. The

vircumistances relating to these mrangements are such that the subsidiary operates under restrictions imposec
by lenclers. The control of the subsidiary by Rolls-Royce Limited is significantly impaired and, in the opinion of

the directors, it would be misleading to consolidate it.
"The (ollowing informaiion is provided with regard to Rolls-Royce Finance Limited:

1984

L

Netassets at December 31 4
Netaggregate profits atributable to Rolls-Royce Limited, dealt with in

the accounss of the Parent Company:

{3) net profit for the year -

{il) ac mulated profits -

Amounts owing to Parent Company 9

Amounts due from fellow subsidian 5

1984
Im
4

(SR |
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NOLES 1O THE ACCOUNTS

15, INVESTMENTS IN RELATED COMPANIES

Consolidated Company
1985 1984 1883 194
£m £m £m fm
Shavres at cost:
AtJanuary 1 3 2 3 2
Additions during year - i - 1
Transfer to subsidiary company @) = (2) -
At December 81 1 3 1 3
Provision for share of post-acquisition losses:
AtJanuary 1 2) (2) (2) ()
Transfer to subsidiary company 2 - 2 -
Charye for year (1) - (1) -
At December 31 (1) @ @ (2
Net book value - 1 - 1.
The principal related companies are listed on page 49.
16.STOCKS .
Consolidated Company
1985 1984 1985 1984
£mn Im £m “Em
Raw mateials 71 63 62 60
Work in progress, jigs and tools 416 381 385 387
Finished parnts and engines 378 348 360 329
Paymients on account 8 14 | §1 14
873 811 818 740
Progress payments against stocks (295) (800) (295) (290)
578 511 523 450
Current veplacemenii cost exereds historical cost of stocks by 35 33 20 21
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17 DEBTORS
Consolidated Company
1985 1984 1985 1984
Em £m £m Im
Amounts falling due within one year
Trade debtors 166 206 1i8 142
\mounts owed by:
Group companies -~ - 23 11
Related companies 29 30 29 29
Other debtors 19 8 14 5
Prepayments and accrued income 6 8 4 5
220 25(; 188 192
Amounts falling due after more than one year
Trade debrors 5 5 5 5
Amocunis owed by group companies - - 29 40
Prepayments and accrued income 2 3 2 3
7 3 36 43
Total debtors : 227 258 224 240
18, BANK LOANSY, OVFERDRAITS AND OTHER BORROWINGS — AMOUNTS FALLING DUE WITHIN ONE YEAR
Consolidated Company
1685 1984 1985 (984
£ £m Em £m
Bank loans and overds afts 151 54 142 54
Qther borrowings 29 47 - -
180 im 142 54
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19, QT 2 CREDETORS - AMOUNIS FALLING DUF WITHEN ONE YFAR

1 Consolidated Company

1 1985 1984 1985 1984

; Em £m £m £m
1 Trade creditons 151 121 182 105§
! Amounts owed to: ;
5 Group companies - - 30 60
i Related companies - 2 - 2

1 Pavments received on account 118 123 110 110 ]
! {‘orporate taxation 1 2 - -

i Other tasation and social securicy 13 12 16 11

i Orther creditors 73 62 50 37 |
Accruals and deferred income 6 28 6 ;
: Obligations under finance leases 17 14 16 12

379 359 354 346

20, BANK LOANS AND OTHER BORROWTNGS = AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

5, Sy 2 Y TN - L e 2

; Consolidated Company
I 1985 1984 1985 1984
s £m £m £m £m
¥ Cnsecured
" Bank loans repayable 1987 1o 1991 (interest rates 11.7% to 12.6%) 51 183 51 183

n (yther Ioan repayable 1987 to 1990 (interest rate 12.2%) 10 - - -
! Secured
1 oans repayable 1987 to 1994, secured by charges on related buildings

ﬂ tinterest rates 8.8% o 11.5%) 1 3 1 1

'; 62 186 52 184
! Repayable by instalmcnts:

Between one and two years I - 8 -
Beiween two and five years 39 07 392 95
in more than lve years - 6+ - 64
\ 50 161 40 154
Repayahle niherwive thian by instalmems:
Beitween owo and five yoars 192 - 19 -
; 111 mnoge thae Hve vears _ o5 _ u5
4 - -
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NOTES 1O THE N CCOENTS

ZLOTHER G REDITORN - AMOUNIS F A UING BUF AFTFR MORE BEANONF YEAR
Consolidated Company
1985 98- 1985 1984
£m fm £m £m

Pavinents received on account 33 13 33 13
Accruals and deferred income 38 28 36 28

Obligations under Anance leases:
Payable in the serond to fifth years inclusive 44 45 38 33
Pavable after five years 3 9 8 2
118 95 116 79

22.PROVISIONS FOR LIABLULTTIES AND CHARGES

Consolidated Comprany
1985 1984 1985 1984
£m £m £m £m

Delerred taxation 7 6 - -

Other provisions, including principally warranty and
estimated fumre losses on contracts 72 110 67 105
79 116 67 105

Movements on other provisions were:

Ay January 1 110 122 105 116
Uharge to profit and loss account 26 30 24 ab
Uilised (62) (45) (60) (d4)
Relcased (2) (3) (2) (2)
At Decernber 31 72 110 67 105

23 51ARF CAPFIAL
Consolidated Company
1985 1984 1985 1984
£m £m £m £m
Authorised
At December 3 150 600 150 500

Tasued ordinary sharez of 25p (1931 £1) cach fully paid
At Dvcember 3 127 HOR 127 508

O Decembier b, [0S
[ authonised share capital was teduced bor £600m, divided into 600 million shaves of £1 cach, to
L1500, divicded into GO0 million shares of 23p cacly
e sssued share capital was seducced from £508m. divided into S08 million shives of L1 each fidly paicl, to
Y127, divicded inge S5F omthon shares of 25 cac fally paid.,
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24 PENSICEN FUNDING

"The pension schemes for employees of Rolis-Royce Limited and its United Kingdom subsidiaries are
administered by Trustees, and the assets of the funds are invested by them independently of the finances of the
Group. The schemes are funded by annual conuibutions over the pueriod of employment {rom both the
Company and members at rates recommended by the actuaries 10 the scheimnes: these provide for {uture
entitlerients in respect of past service, based upon acwiarial valuations carried out not fess than once every
three years. The actaaries have confirmed, following revaluations as at March 31,1985, thit the present
contribution rates are adeguate to meet the benetits provided under the rules of the schemes.

Pension arrangements for employeces of uverseas subsidiary companies are managed and funded in
accordance with local requirenients and professional advice.

[ e R
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25, FUTURF CAPITAL EXPENDITURE
Consolidated Compity
1985 1984 1985 1984
fm £m £m Im ©

e

Funwre capital expenditure for which no provition has heen

nacle in the accounts:
Contracted 19 16 18 r'a
Authorised but not conuacted 21 11 13

ne

26, OTHER FINANGIAL COMMITMENTS
AtDecember 31, 1985 there were annual commitments under operating leases expiving as {ollows:

Lonsolidated Jompany
Land and Land and

buildings Other buildings  Other
£m £m Zm £

Within one year 1 2 - i
In the second to fifth vears inclusive 2 2 1 1
After fi-¢ years 2 3 2 1
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NOTES 1O THE ACCOUNTS

22, CONTINGENT LIABILITTES

Consolidated Company
1985 1984 1985 1084
£m £m £m £m
Guarantees, custom bonds, recourse on supplier credit arrangements
subject to ECGID instrance cover and minor miscellancous items 6 8 5 7

Guarantees under sales financing arrangements with customers,
after taking into account the estimated realisable value of any
underlying security 1 - 1 -

"Together with other companies involved in a collaborative agreement,
the Company has provided a joint and scveral guarantee to a
customer, The Company's share, after taking into account the
estimated realisable value of the underlying security and recourse
amongst the cullaborating cornpanies in accordance with the terms
of relevant agreements 5 - 5 -

Cuarantees in respect of financial obligations of subsidiary companies - - 97 104
In the opinion of the directors, no significant losses are likely to arise in respect of the above.

Contingent liabilitics exist in respect of performance and reliability guarantees entered into in the ordinary
course of business. In the opinion of the directors, any claims under such guarantees, after allowing for
provisions already made, will not be significant in relation to the Group’s future activities.

REPORT OF THE AUDITORS
FO UHE MEMBERS OF ROLLS ROYCE LIMITED
We have audited the accounts on pages 28 to 47 1 accordance with approved Auditing Standards,

In our opinion the accounts give a true and fair view ol the staue nf afairs of the Gompany and the Group at
December 31, 1985 and of the profitand sonree and application of funds of the Group for the vear then ended

and comply with the Companies Act 1985, )
.
Cenbos # 45

Lodon Coopers & 1 ybrand
Apml L JORG Chanteredd Accountants
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[ Consolidated profit and loss account
;‘ 1985 1484 1983 1482 105

i fm £m Em fm 'ﬁi
) 'I‘l.m'lo\!er 1,601 l ,‘I 09 1 ‘33 ] l ,‘1 93 ],‘dﬂ
; Opersting profit 211 162 74 122 18
{ Research and develupment (net) (100) (101 (131} (131) (@
' Interest payable and similar charges (29) (35) (56) (84) 7
: Share of losses in related compani- 5 oy - (2) - :
: Profit (loss) before taxation 81 26 (115) (98) T
) Taxation (3 (5) (4) (4) {
' Profit (loss) after taxation 78 21 (119) (97) 1
Atributable to minority inierests 1)) (H n (1) K
Extraordinary item - g
Net restructiring costs - -~ (74) (38) 71@
Profit (loss) attributable to »
Rolls-Royee Limited 77 20 (194) (186) o
Consolidated balance sheet

Fixed assets 383 882 398 390 #
Cisrent assets 838 BUY 756 020 1.0
1,221 1,182 1,149 1,310 14
Liabilities and provisione (818) (8573 (846) (813) {8
403 325 303 497 5
Siwre capital 127 508 508 508 4
Reserves ___2_’::'2 ) {188) (210) (16) 1
399 320 208 492 5

Moty inferests 4 5 5 5
403 325 — 3;)1‘;; - -—‘"“--*'1.97 5

Notes The BIRT o 98 T consolidated profitand Joss aceounts and bakance sheets hive heen restated to reflec
e ¢ Bange i polics foracconnting for leases tsee note Ton page 32).
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- i ioerestn i companics marked ¢ are held by Rolle Royor Industrics Canads Inc;
The interests in companies marked ** are held by Rolls-Royce Holdings Inc,

mmmhmwnnmmmmm»\
Rnll-lcweﬂoldl’hnoni'dxmylz.lm 11
“mmww !

mmmmmmmamam 1;
. RollsRoyce Turhomeca Liied (100% B shares) * ]
WW(MMMﬂ%AM *

mmovm
>\ Switnerinend —MWMMM

‘z’

W' g |

\ .4

L b
oy

ﬁ

e




o

s Cmrzpanies House

-1 oy the record " ——
B e

NOTICE OF ILLEGIBLE DOCUMENT

ON THE MICROFICHE RECORD

Companies House regrets that the microfiche record
for this company. contain some documents, which are
illegible.

The poor quality has been noted, but unfortunately
steps taken to improve them were unsuccessful.

Companies House would like to apologise for any
inconvenience this may cause
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