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The financial results of the Company in 1979 were
very disappointing, There were several ingredients,
but the most important was the effect of the
continued weakness of the US dollaragainst
sterling. The large civil engines which Rolls-Royce
produces are supplied to American airframes.
Because of US dominance in civil aviation, both as
producer and customer, these engines are usually
priced inUS dollars and escalated according to
American indices. There is also a considerable lead
time between the negotiation of a contract and the
delivery of the final engine underit.

Theassumptions underlying the rates of exchange
used by the Company in calculating its offers were
accepted as reasonable both by the National
EnterpriseBoard and the Government Departments
concerned. In the event, inflation rates have risen at
a higher pace than was expected and more sharply
irsthe United Kingdom than in the USA. Far from
reflecting the differential rates of inflation, the
pound appreciated against the US dollar.
Consequently, orders which were expected to be
profitable when they were taken are now likely to
be unprofitable.The extent of the swing will
depend on inflation rates, which are not withir the
Company’s control, and on the exchange rates at
which the US dollar income will be sold for sterling,

These factors affected our trading results for 1979,
They also required additions to the provision for
futurelosses, thus turning what wotild otherwise
havebeen:a small profitinto the reported pre-tax
lossof £58m. Itis, however, est™ .. *ed that the
current year's financial results +.* Jlowan
improvementover 1979, andi. . doped to retumn to
profitability in 1S61.

Theabolitio: of exchange controls at the end of
1979 haswidened the opportunities open to the
Company for eovering exchange risks. Increasing
useof the forward facilities will reduce substantially
the future impuact of unpredictable fluctuations on
the Company's accounts.

RS

Inaddition to the exchange rate problem the
Company wasadversely affected by the engineering
dispute lastautumn, It jasted eleven weeks and the
Company's factories were forced 1o close for three
of these, Asa result of a great effort by many people
we have subsequently been able to malke good
much of the shorifall in our majcr delivery and
development programmes, But the dispute not only
increased the Company’s Joss by £15m; like all
disputesithad an adverse effect on our reputation,
Although our present order book is very
substantial, the maintenance of a high level of
activity and employment requires the continuation
into the future of our sales successes of the recent
past. Butitisnotonly in price that we have to be
competitive. Customers must also hax e confidence
inourengines, in our ability to produ.«. themat the
right time and in our capacity tosustain a high and
efficient level of product support.

We are now benefiting from the expansionin
world civil aviation which began in 1978, Although
the US has witnessed a downturnin passenger
growthin recent months, thenced to re~equipin
order tointroduce fuel-efficient aircraft and to meet
increasing environmenta’ restrictions will helpto
cushion any reductionin demand.

These market developments have coincided with:a
giowing customer confidence in the RB211, As
escalating vil prices restlt in fuel forming a higher
proportion of airline total costs, the relative
importance of fuel consumption increases,
Asitisthe only aircraft nowin service withengines
built by all three manifasturers, the Boeing 747
provides a useful basis for comparison. Thiose
equipped with the current versions of the
RB2i1-524 are demonsteably the trost fuel
efficient,while the engine alvo sho'.«s superior
characteristics in masittenance costs, performatice
deterioration and ability to withstand foreigs
object daniage. We have active engirieeting
progravmmes designed to maintain ourlead,



Asaresultof theincreased sales of theRB21 and of
majorgrowthinoutputof the RBL99 (the European
collaborative militaty engine for the Tornado
aircraft) the Company is greatly increasingits total
production output over the NEXt two years. For
example&etvveen1979 and 1982, RB211 engine.
production is planned totreble, The build-up of
inventoty required by the growing engine
programme has increased the Company’s financial
requirernents. Since the end of 1979, wehave
negotiated a private bonowing facility of about
1S$300m. Subject to the possibility of some further
borrowing from the privatesector, arrangements
have been made with Her Majesty's Government to
meet the Company's current requirements.

The required increasein outputisa considerable
task but, based on past production achicvements, it
s one which the Company should beable tomeet.
However, if we ate to remain competitive with the
other engine manufacturers, further increasesin
productivity are essential; the rising work load

enhances the opportunity for achievingit.

Our current range of military engines - which
{ncludes RB199, Adourand Pegasus - andthe .
associated spares business, vepresented half of the
Company’s sales during the year. Military engines
are of the greatest importance to the Company and
swill continue to'be soin the future. The RB199 and
Adour engines are the outcome of collaboration
with other Europear engine manufactress, and the
Company will continueto give high priority to this
sector of its business.

Inotherareas of the Company’s operations sales of
fadustrial and marine engines were affected by last
{ear‘s pational engineering dispute,butthe
‘ompany won an importantnew order for the
supply of Olympus-powered SK60 generating
equipment to the Egyptian Electricity Authority.
The Company’s niclear business has continued to
developsatisiactosily.

Rolls-Royee has great talent at all levels; there is
also anincreasing confidencein the future -
particularly in the volume of business that we can
attainin the civil aviation field. The RB211 family
provides competitive engines 0 meet xequireIENs
from the nesy Bozing 757 mediym-range aireraft
through the Lockheed TriStar to the Jargest
foreseeable long-range Bocing 747, Inaddition, we
have a good range of military engines and
considerable international opportunities in that.
sector. The Company’s disappointing financial
performancein 1979 should not be permitted to
mask these basicfacts.

Finally, ! take this opportunity of recording our
thanks to Lord Keith for the great contribution he
sade to the Company and, in particular, its
commercial acro engine business, throughout
the1970s.

Sir Frank McFadzean

-
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Five-year review

Tumover
Directexports from UK

Trading profitloss) before interest
Interest receivable
Interestpayable

Frotit (oss) before taxation
Taxation

Profit {loss) after taxation
Extraordinary items

Net. profit (loss) retained

Assets employed
Currentassets
Current fiabilities

Net current assets
Property and plant

Financed by
Share capital
Reserves

Loans ‘
Miriority interest in subsidiaries

sRostared inaceordanes with the accounting policy ond:

1979 1978 1977 1976 1975
£m £m fm £m £m
848 763 704 620 602

41% 45% 40% 38%% 40%
47 23 32 16) 7

6 3 3 3 2
41 26 35 (13) 9
a7 (14) (14) 12 )
(58) 12 21 25) 2

3) ) @) @) @)
61) 10 19 27) -

@ 3) @ 3 2
63 7 15 24) 2
687 544 484 466 415
492 289 233 259 232
195 955 251 207 183
136 108 97 96 88
331 363 348 303 271
234 203 196 175 137

6 69 62 47 71
240 272 258 223 208

90 90 89 80 62

1 1 1 1 1

331 363 303 271

348

oferred taxation setouton Page19.



A

-

Five-yeqrrev,

1977 1978 1979

1976

Urdersonhandatend of year 1975

1949

1378

935

ENGINES (£m)
OTHER(Em)
A
TOTAL (Em)
775

1976 1977 1978 1979

1975

18

Salesanalys

e, Nucleary




1976 1977 1978 1979

1975

UkK/exportsales

ce i

84

63

7

704

TOTAL (Em)
UK (Em)
EXPORT (Em)

b -
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ncipal products and their applications

Aireraft operated by 240airlines, 105 armed forces and over 700 corporate users arg powered by Rolis-Royce
gs turbine engines, Derivatives of sonie of those engines areused world-wide for electricity generation, oil
and gas pumping and marine propulsion. The following are the Company's principal engines and their
applications, It excludes many earlier engines which remain in use.

RB211

Boeing 7475P and 747-200 and 747-100* airliners
(RB211-524)

Boeing 757 aitliner* (RB211-535)

Lockheed L1011 Tk Star-1and ~100 airliners
(RB3211-22B)

Lockheed L1011 TriStar-200and -500 airliners
(RB211-524)

Gas and oil industry (pumpingand process applications)

SPEY

British Aerospace One-Eleven airliner

British Aerospace Trident airliner

Folker F28 Fellowship aisliner

Gulfstream American Gultstream Il and T0*
executive aircraft

Aeritaliz AIMX attack aircraft*

British Aerospace Buccaneer strike zircraft

Britisk Aerospace Nimrod maritime patrol aircraft

Mcllornell Douglas Phantom F-4K & F-4M

irike frghters

Vought A~7D Corsair H attack aircraft fengine jointly
mantfactured as TF41 with Detroit Dnesel Allison Division
of General Motors)

Gas and oil industry (pumping applications)

ADOUR (Co-operative programme with
rhomeca France)
British Aerospace Hawk trainer/close support
e Sveraft
Mitsubishi F-1 close support fighter
Mitsubishi T-2 supersonic trainer
SEPECAT Jaguar strike aircraft

PEGASUS

British Aerospace Harrier and Sea Harrier V/STOL
closesupport aircraft

MecDonnell Douglas AV-8A Harrier

McDonnell Dovglas AV-3B Advanced Harrier*

McDonell Douglas Matador Harrier)

RB194 (Co-cperative programme with MTU

Germany and Fiat taly)
PanaviaTornado all-weather combat aircrafe

"Notyerfu service.

OLYNMPUS

British Acrospace/Aerospatiale Concorde
supersonicaisliner (Olympus 593)

British Aerospace Vulean B2 bomber

Electrical posver generation

Marine boost propulsion

DART

British Aerospace Argosy cargo aircraft

British Acrospace Viscount aitliner

British Aerospace 748 airliner

FokkerF27 and FH227 airliner

Handley Page Herald airliner

NAMC YS-11 airliner

Gengxl Dynemics Convair 600 airliner

Gulfstream American Gulfstream
execulive aircraft

Breguet Alize anti-submarine aireraft

VIPER

British Aerospace HS125 executive atrcraft
Piaggio Douglas PDB08 executive aircraft
Aermacchi MB326 trainer/ground attack aircra$
Acermacchi MB339 trainer/ground attack aireraft
British Aerospace Jet Provost train 2x aircraft
British Aerospace Strikemaster lightattack sircraft
GAFJindivik target drone

HALXirun training and counter insurgency aircraft
SORO G2-A Galeb trainer aircraft
SOKOJ-1]Jastreb light attack aircraft

SOKO Orao/IAR 93 tactical fighter

AVON

Aerospatiale Caravelle sisliner

British Aerospace Comet 4 aitliner

British Aerospace Czmberra strike/photo
riconnaissaice aircyaft

British Aerospace Hunter fighter

British Aevospace Lighining fighter

North American Rockwell® Sabre fighter

Saab Lansen fighter

Sazh Draken all-weather reconsaissance and

atteck ajicraft

Cas and oil industry (rumpinig and process apphasion)

Electricai power generation
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NOTICE OF ILLEGIBLE DOCUMENTS

Companics House regrets that documents in this company’s
microfiche record have pages which are illegible,

This has been noted but unfortunately steps taken to reetify
this were unsuccessful.

Companies House would like to apologise for any
inconvenicnce this may cause.




