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Vickers® principal activities include Rolls-Royce
and Bentley motor cars, Cosworth high-efficiency
automotive engines and precision castings, defence
systems and equipment, marine propulsion systems
and motion control equipment, superalloys and
components for the aerospace and automotive

industries, and medical equipment.




Operating Profit before restructuring and other
exceptional costs increased by 49% from
L52.5m. to £78.4m.

Turnover improved 57% from [727.2m. to

£1,143.8m.

Net cash at year end was £,22m. after capital and
acquisition investment of £ 141m.

£689.6m £727.2m £1,143.8m
1993 1994 1995

Turnover

£36.6m £52.5m £78.4m

1993 1994 T 1995

Operating Profit before
restructuring and other exceptional costs
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Normalised earnings per share advanced by 49%

from 10.5p. to 15.7p.

Dividend per 50p. Ordinary Share up by 41%
from 4.75p. to 6.7p.

10.5p

1994

Normalised Earnings Dividend per 50p
per 50p Ordinary Share Ordinary Share




YOUR COMPANY continued to make strong progress in 1995,
growing both turnover and profits at even more vigorous rates
than in 1994. Vickers is realising the benefits of good
management, of past investment in restructuring, and of
recent acquisitions.

Increased turnover, profits and dividend. In
1995 the group's turnover grew to £1,143.8m
{1994: £727.2m}. This 57% increase was spread
across our businesses, including Medical. However
this Division's proficability suffered in the face of
extremely difficult market conditions.

For your Company as a whole, operating profit
before restructuring and other exceptional costs rose
by 49% to £78.4m (1994: £52.5m} and profit
before tax improved by 67% to £75.0m (1994:
£44.8m). Normalised earnings per share of 15.7p
produces an increase of 49% over 1994 (10.5p per
share). Against this background, the Board is
recommending a final dividend to shareholders of
4.3p (1994: 3.0p). Together with the interim
dividend of 2.4p, this makes a proposed total
dividend for the year of 6.7p (1994: 4.75p}. This is
consistent with the Board’s declared dividend policy
of raising the returns paid out to shareholders in line

with the company’ growth in earnings, while

maintaining dividend cover at least twice normalised

earnings (1995 2.3 times, 1994 2.2 times). This
policy allows the Company to sustain its growth by

profitably investing retained earnings.

Investment in the future. Many such investment
opportunities continued to be identified across the
group, and were approved or begun in 1995.
Examples were Cosworth’s Emissions and
Driveability Centre at Northampton, the new
Cosworth Castings automated castings facility at
Worcester, and Rolls-Royce Motor Cars’ new body
assembly facility at Crewe. Together with the other
programmes under way elsewhere in the group, these
investments represent a significant commitment o
securing future benefits for your Company.

The acquisitions on which [ reported at the time
of the Interims were integrated effectvely into
Vickers in the balance of the year. Aquamaster-
Rauma and Vickers Bridging both performed well,
and Intelligent Controls Inc., acquired by Cosworth
in the second half of the year, gives that business a
valuable strategic base in the United States,

Because Vickers' businesses are, overall,
successfully generating cash, this programme of
investment acquisitions still left the group with net
cash at the year end of £22.0m.

International business. The acquisitions to

. which I have referred itustrate the growing




internationalisation of Vickers. In 1995 30% of our
worldwide turnover arose outside the UK, and of
our UK output, 52% was exported. The market in
the recently-enlarged European Union is increasingly
important to Vickers. So will be any moves towards
the deeper development of the Single Market in
Europe, in particular the vital need for further
erosion of non-tariff barriers to trade - for example
in governments’ purchasing. Such improvements
and avoidance of protectionism can only be
accomplished by even closer co-operation by EU
member states on trade and monetary policies,
within a workable timespan. It is my belief chat
UK-based international businesses should welcome

such developments.

Vickers® people. I want to make special mention of
the tremendous effort made by Sir Colin Chandler
and his management team, coupled with the
dedication and skill of all Vickers’ employees in
delivering this excellent performance. The process of
management development is now producing 2
culture of quality which is entrepreneurial, properly
empowered, and equipped with the right skills.
Training and development are playing a vital role
in helping all individuals to succeed within the
group. Our human resources strategy is to develop

as much talent of our own as possible. Vocational and

personal training, secondments, mentoring, and

coordinated graduate and post-graduate recruitment,
are all components of this strategy.

The Board of Vickers is extremely pleased to
welcome Lord Gillmore, who comes up for election
at the Annual General Meeting. Lord Gillmeore
joined in October 1995 as a non-executive director
and brings broad international experience to the

Company.

Prospects. Vickers’ geographical spread has helped
your Company to avoid the fall in manufacturing
output which, since the autumn of 1995, has been
affecting most UK manufacturing firms. Indeed our
exports from the UK remain buoyant and our
overseas output, including Medical, is on an upward
trend. These factors, when allied to the renaissance
of both our central and local managements, and our
determination to remain market-led, support my
confidence that your Company will continue to

make progress over the coming year.

Wirtare D1




VICKERS turned in a robust performance in 1995. These resuits
reflect the success of the management team in driving the

business forward in competitive markets, through a mix of
organic growth and acquisitions. Turnover rose considerably,
by 57%, mainly through the accelerated deliveries of
Challenger 2 Main Battle Tanks and associated vehicles to

the British Army and to the Royal Army of Oman, but also due
to solid increases by Automotive and Propulsion Technotogy.
Proportionately fower overall profit growth, up 49%, reflected
principally the need for prudence in profit-taking at the
beginning of a long-term defence programme.

Empowered management. Vickers’ management
structute is lean and responsive, with managers
empowered to run individual businesses. Indeed, the
profile of today’s senior Vickers’ manager is someone
who must be capable of growing the business, not
just growing with it.

Head Office adds value by acting effectively as a
challenging and demanding owner. Strategic
management is crucial. It is very encouraging that
the strategic direction of the company, forged in a
consultative process with divisional management, has
produced this strong growth in sales, profit and
return to shareholders. Among other benefits, this
process has led to the acceptance by all concerned
that we will not build strategy on any business until

it is operationally sound.

Qrganic growth and acquisitions that add
value. Propulsion Technology Division grew its
profit by 55% on a 48% higher turnover compared to
1994 - second only to the Automotive grouping,

which improved its profitability by 95% on & 38%

higher turnover. Propulsion Technology’s
performance was led by strong growth in demand for
turbochargers, superalloys and water jet thrusters,
together with the acquisition of Aquamaster-Rauma.

In Automotive, Rolls-Royce Motor Cars’ retail
sales performance was complemented by a richer
mix of models sold. Meanwhile, Cosworth is set to
become a compelling organic growth story, largely
through its Castings business, rerining its reputation
as a dominant force in the world of motor racing and
continuing to exploit and enhance its deserved
reputation for technical excellence.

Following our strategy, acquisitions have been of

the bolt-on variety, each complementing the style,

structure and strategic direction of a core business.

In 1995 Vickers bought Thompson Defence Projects
which, renamed Vickers Bridging, develops and
manufactures new bridging systems for the British
and other armies. And KaMeWa's capabilities,
particularly in thrusters and winches, were enhanced
by the acquisition of Aquamaster-Rauma. Intelligent
Controls Inc. was acquired by Cosworth to expand
its strategic base in the important North American

automotive market.

Challenger 2. Challenger 2 undertook the most
vigorous development programime ever. devised for
2 main battle tank. This included reliability growth
trials which were successfully completed to
contractual specification in May 1994, During 1995
the MoD? and Vickers Defence Systems carried out
further trials with 2 number of ¢arly production
tanks which proved the vehicle fully meets its
specification, but did uncover some relizbility and
quality problems in certain turret sub-systems.

As with many complex products these problems

have arisen with the transition from the development




to the volume production phase of the contract,
and Vickers Defence Systems has developed

a programme to address these areas with the close
involvement of its suppliers and the MoD. Tanks
will continue to be delivered to the contractual

programme.

Brand ﬁames, market niches. Vickers is an
advanced technology company, reaping the benefits
of the successful marriage of marketing focus to
technical and engineering excellence. We define our
core businesses as those with leading brand names
and the necessary critical mass to compete in their
respective market niches. Many of our businesses
enjoy this enviable position - Vickers Defence
Systems, KaMeWa, Ross Catherall, Rolls-Raoyce
Motor Cars, and Cosworth are all excellent
examples; and the recent successes of Brown
Brothers have earned its incorporation into the
Propulsion Technolegy Division.

In Medical, action is in hand by 2 new
management team, now largely in place throughout
the Division, 2imed at restoring the fortunes, for
1996 and beyond, of what has been a profitable
business sector for Vickers for many years. In 1995
the monitoring business S&W continued to struggle
against considerably larger competitors. Volumes
at Air-Shields Vickers, our dominant neo-natal
intensive care business, suffered in an uncertain
market in the United States.

Brand leadership in its market is only one
attribute of Rolls-Royce Motor Cars. The
company’s continuing strategy of refreshing the
existing Rolls-Royce and Bentley ranges and
producing niche and bespoke models again produced
a rich product mix. The restored success of Rolls-

Royce Motor Cars and its future prospects vindicate

Vickers” commitment to support the business

through the recessionary years.

Profitable investment. Investment is the lifeblood
of an advanced technology company like Vickers and
in 1995 we continued actively to identify and invest
in profitable opportunities. At £73m, capital
investment was almost 3 times that of the previous
year and included the first stage of 2 new £25m
facility for Cosworth Castings to exploit its unique
process agamnst firm contracts.

Investing £208m in R&D, capital investment
and ;cquisitions still left the Group net cash positive
at the year-end, highlighting the strong cash-
generative nature of our businesses. The businesses
do not have to compete for investment funds.
Project proposals are considered on their own merits
within the business concerned, subject to meeting
Vickers' criteria on investment terms within the

agreed strategic framework.

A confident outlook. The outlook in the majority
of markets, both regional and sectoral, in which
Vickers trades is good. The changes made to the
management style of the company ensure that each
of our businesses wotks to an agreed growth strategy,
supported by focused investment. Increasingly too,
Vickers businesses are working together in orderto -
leverage the Group's expertise, talents, technologies
and market position. With these measures being
implemented by a highly motivated management
team, I have confidence in our ability to continue to

grow earnings over the next few years.

Uirdoner D) £ 7
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Cosworth's unigue casting process, desngned

for racing but now successfully utilised in road'car’.

engines, is in great demand. ..
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military. delegmons visiting the Dwtsmns chsp]ay at
the Royal Navy and British Army Eqmpment
—'.‘.Exhlbluon at- Aldershot fast. September
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Stone V1ckets, ‘,wh:le in

declmmg market m new'an




‘1994

£148.2m - £160.8n

Tumover.

" indiserial a‘rlid;agm-spa{:e gas turbines and medical -

implants. Both comnpanies benefited also from a
manufacturer, of complete wl’_ﬂté metal bearings for - fundamental shift in Japanese procurement policy, as
marine and industrial use. Major deliveries were restrictions on the purchase of goods from overseas




Aerospace markets'bég'én to recover in 1995 and .

Vickers Aerospace 'Componeut’s iﬁiprov;:d"it‘s; ‘ ‘ : g ”m_;'f oL
position as a prominent supplier of 'faBﬁc'a_ted parts i .

for gas turbine engines and complex sirframe
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p@x"tlcular:':tﬁé D:;msh monitorin, —‘l‘),ujsl ;ei;," S&W,
: ‘was held back in most markets by strofig . -

A competition, while, Air-Shields in the USA had a
' o difficult year. However, Vickers Médical Limited - '
{VML), the UK distribution business, had an



. Management plicéd
* pﬁodﬁét costs by iﬁﬂ"é-’stin-g‘gl
materials, while a%ééleﬁting‘ vital pmauct
devélopment. ‘ : )
Most importantly, a fresh impetus was given by
the introduction of new, experienced, and

entrepreneurial management in key positions at Air

denito
R

agemen

dynamic is of healthCare Gost containsitene. "
“inlvensifying already highly competitive matkets. In
‘the UK, the recently-formed Héélthéa;é _Trusté' are.
continually looking for different aﬁd,eﬁ'ective care,
provision and VML is well positioned to rheet and

match fucure developments.







Alr—thelds sales and dzstnbunon nemork Reeleased
only i in October, sales of 150 Dxascope Travellers@

for the ﬁltute. _
In addmon &

Division hasan ex

" 1993 1994

£9.7m £6.0m £0.9m

. T.Ui"‘QVE" . ' . Operating Profit before restructun'ﬁg
R and other exceptional costs
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tmnsport authormes re-equ:p the:r fac1ht1es. * e sale of the rcdundant RoI[s Royce Mo
: : . Cars/ Mullmer Park Ward factory in Wlllesden ¥
Vickers Pressings. Thﬁ company supphes thew | 'North London was completed during the yg:ar_.‘ T

European motor industry with sheet metal prcsswork UGene_raHy, the UK property market rernained flat.



Health & Safety Having successfully ralsed the
level of awareness of senior maragement in relation
to health and safety issues during the previous year,
1995 saw the great majority of Vickers’ operating
businesses continuing to effect improvements in their
management of health and safety.

Training a¢ alf kevels is a viral component of the
successful management of health and safety. All
V:ckers businesses were active in prowdmg trammg
on a tange ofissues, mcludmg dlsplay screen -
equlpment, ma_nuai handlmg, r;sk assfssmenl:s
hearmg conservat:on, znd measures to reduceA

repet:twe motlon. .

mdus!ry groupmg and in the US '_ 5 i
Engmeermg Inc. saw their Workers’ Compensauon

injury “clairns fall by 75%.

Environment. A programme of environmental

sentinars at all businesses in the UK was attended by

over 320 managers. Thei'e_ was 2 continued focus
duﬁng the year on more eﬁ'eerive use 6f resources Lo :
minimise waste and strengthen process and
management contrals. A few exzmp]es are: Rolls-

Royce Motor Cars reduced water usage by 40% in

- its eIectro-platmg facility w:th a correspondmg 45%-
‘ reductron in the use of mckel salts A supvey was also .

dmplemented to ensure that contamlnatlon of water

outﬂows could not ocau All’-ShleldS Inc.

Vickers pe0ple. The companys aim lS that .

‘éveryone should share the common purpose and

‘values of the gmup and i 1t 1s commltted toa process

‘of contmuous deveIopment of its human resources -

through training, motivation and comnunication.
The last few years have brought necessary

transition. In recesstonary markets, afl businesses have

had to restructure in order to remain competitive,

and it is imperative for 2 modern business to-




continually hone its competitive edge and match
ever-changing market conditions. Re-orgenisations,
consolidations and new management structures have

all been features of this transitional change.

Adjusting to change. Employees in the Vickers
group have responded to this process positively,
demonstrating enthusiasm, flexibility of skills and
strength in teamn structure. These qualities have |
underpinned the success of many Vickers’ bdsiﬁeﬁsqs_
in 1995 as they have ihcreééingly had to tﬁake; :t};(é.
adjustment from dowdsiiing and cost control to |
rapld business gmwth TR .
Durmg the year, as reported e]sewhcre, many. of

our businesses have continued to make these -

‘ad_]ustments through orgamsanonal change. More )

1mportantly, these changes continue to be overlald
ind:

with fundamental shlﬁ:s i ma agement style"

: general i managem t

fom internal cand1dates‘ Importantly, this initiativ

seeks to 1dent1f'y managers w1th a le]s emphasts on

successfully growing busmesses.

There has been much cffort sp .nt on devel pin g

management compctencnes to, estabhsh benchmarks‘
of pmﬁctency and potenttai ThIS mcluded anew-
initiative in mentoring, tested successfully in pllot
workshops, such that we are lookmg to lmplement
the idea throughout the busmesses in 1996. l’mgrgss
15 also being made to introduce a Vickers MBA and

to develop a top level Directors Programme with a

major business school. Taken with the existing

‘ seedcom for future managemem: talent, and. V:ckers

‘dlvmons [n future gmduates during the:r mmal two !

_ opemnon and this will be recogmsed mcreasmgly in
g development actw:tles from’ graduate recm1tmenl:

upwards

B donanons to deservmg causes, sponsor local*

_;educan nal pro_;ecns‘ P rtlcular}; those mvolvmg

: other actwmes wl’uch recogmse that actwe .

programmes such as the Career Development
Workshops and Ashridge Management Skills courses, -
a‘comprehensive and coherent programme of

management development is emerging.

Graduate recruitment, training and

development Graduate recruttment provides the

is movmg to 2 more coordinated approach across the :

years employment wdl be seconded to E d:fferent

youngsters, orgamse factory Visits, and, h st ‘o

pamapatlon w1th and gcod re]at:ons m, the local K

commumty will produce mieaal benefits for alf”



On turnover of £1,143.8m (1994: £727.2m)

the Group recorded an operating profit before
restructuring and other exceptional costs of £,78.4m
(1994: £52.5m), with improved performances
recorded in all principal areas of activity other than
the Medical Division.

Deespite the very significant growth in turnover
in 1995 Group margins felf from 7.2% in 1994 to
6.8% in 1995. This deterioration principally reflects
a fall in margin at Defence Systems from 10.1% in
1994 to 4.5% in 1995. Defence Systems had had the
benefit of good margins arising from completed
contracts in 1994, whereas in 1995 profit-taking has
been more cautious relating to the status of the
Challenger 2 Contracts for the UK. Government.

Reestructuring and other exceptional coses
otalled £5.0m (1994: £6.7m) and principally
related to further programmes to reduce future
operacing costs, together with legal costs and

proposed settlentent of certain claims against the

Group. The £0.5m loss on disposal and closure of
subsidiaries results from the sale of a small overseas
distribution company in a prior year and closure of
another subsidiary in the Medical Division.

Net interest receivable for the year was £2.1m
compared with £1.4m receivable in 1994. This
improvement was consistent with the continuing
cash generation from the Group and the resultant
closing net cash pesition. Interest earned is also after
the payment of £65.0m relating to three acquisitions
made during the year. The translation effect of
changes in exchange rates had an immaterial impact
on the results for the year.

The taxation charge in 1995 was £23.2m,
representing an effective rate of 30.9%. As indicated
in 1994 the Group tax race has increased from 27%
last year reflecting che reduced benefit of losses
brought forward and ACT relating to prior years.

In 1995 these items reduced the taxation charge by

£2.4m compared with £13.2m in 1994,



£20.3m £30.4m £141.0m

1993 1994 1995
Investment:

Capital expenditure 8%
Acquisitions B

Earnings per share (e.p.s.) on an FRS3 basis
improved to 15.6p in 1995 compared with 9.8p in
1994, Normalised e.p.s., excluding the loss on
disposal of a subsidiary, were 15.7p compared with
10.5p in 1994.

During 1995 the Group continued to experience
a healthy wading cash inflow of £68.0m so that at
the end of 1995 net cash was £22.0m compared
with the opening net cash position of £,51.4m. The
Group continued to benefit during the year from
significant instalments in advance of expenditure on
certain contracts. At the end of 1995 these were
£70.3m received compared with £71.4m at the end
of 1994.

The Group Treasury function provides a service
to the corporate centre and the operating businesses
within specific Board policies and procedures. It is -
not 2 profit centre. Under the Group’s foreign
exchange policy operating businesses are required to

ensure cover is executed to hedge trading exposures

1995 Tumover by
Principal Activity

Defence Systems
£353.7m31%

£32.3m £44.8m

1993 1994

and to arrange such cover through, or with the
advice of, the Group Treasury.

During the year the Group renegotiated its
medium term committed credit facilities with several
major banks. Revised facilities are now in place
totalling £170m. for periods of between five and
seven years; these new arrangements are on
significantly improved terms.

The Board has confirmed that it has a reasonable
expectation that the Group has adequate resources to
continue in operational existence for the foreséeable
future.

New Accounting Standards, FRS6 *Acquisitions
and Mergers” and FRS7 “Fair Values in Acquisidon
Accounting”, are in force in this year’s Accounts.
Neither has had a material effect on the Group’s

results,

Profit before taxation

£75.0m

1995
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MEMBERSHIP OF BOARD COMMITTEES

In addition to their membership of the Board, the Directors are members of Board committees as follows:

{ Member of the Chairman’s and Nominations committees.

+ . Member of the Executive Committee.

A Member of the Audit and Remuneration committees.

o 'Mcmber of the Finance Committee.
Mr Pete'r‘Boxer, Director of External Relations and Mr. Bernard LeBargy, Director of Corporate Personnel are members.of

the Executwe and Finance committées.

Mr Nrcholas Bevins, the Company Secretary,

attends or is represented at alt meetings of the Board and its committees.

Sir Richard Lioyd Be. ) &
Chairman .

Aged 67, Appointed to the Board
in 1978, bécoming Chairman in
11992 Chairman of Argos. Other
drrcctorslups ‘include Siebe and
-Siman Engineering: Heisa
Member of the Counal of the.

“Sir Colin Chandler Ot@

Cquf Exeat{we

Agcd 56. jqined Vickers in 1989
‘becoming Managing Director in
1990 and Chief Executive in 1992.

He pmv:ousiy held 2 number of

senidr appoml:mcnrs at Hnwkcr :
:Siddeley, and British Aemspacc Ia

o ‘1985 he was appointed Head of - . -
-‘Defe Expon Services at thc L
He is a-Non- Executive ©
'“of' Guardian Royal., .
Plc and TI Group PIC.

CBI and 'Prcstdent of r.he Brmsh
chrt Foundauon.

£, Ha on. A member of :hc
Coun-:rl 6f the CBI and a mo:mbc:
of the Industrial DevcloPmcm B
Adv:sory Board of the BT ‘He is

He rs a Non-Execuuvc DIICCIOI of
T MEG Recovery Investment, Trust. -
Appomtcd to thc Vickers Bozrd in"
1991 : ;

" Westminscer Bank and Chairman’
of National Westminstet Lifc
Assutance. Appointed 1o the .
Vickers Board in 1986.

‘a 'Du:ector of Charter and Natronal .

ton. He I'Lcld 2 number of :

Corp

UK and overseas posts in British

Governmenc Service between:
1970 2nd 1994, including ~ - )
Permanent Under-Secretary of
State and Head of HM Drptomanc
Service during 1991-94.
Appointed to the Vlckcrs Board in

October 1993.




Report of the Directors

The Directors of Vickers P.L.C. present their Annual Report and the Audited Accounts for the financial year
ended 31 December 1995,

PRINCIPAL ACTIVITIES

Vickers P.L.C.'s principal activities include Rolls-Royce and Bentley motor cars, Cosworth high efficiency
automotive engines, and precision castings, defence systems and equipment, marine propulsion systems and
motion control equipment, superalloys and components for the aerospace and automotive industries and

medical equipment.

A review of activities during the financial year is presented in the earlier sections of the Annual Report,
together with information conceening events which have occurred since the end of the financial year and

likely future developnients in the business of the Group.

DIVIDENDS

An interim dividend of 2.40p (1994: 1.75p) net per Ordinary Share was paid on 18 October 1995. The
Directors are recommending a final dividend of 4.3p (1994: 3.00p) net per Ordinary Share, making a total

for the 1995 financial year of 6.7p {(1994: 4.75p) net per Ordinary Share. Subject to approval by shareholders of
this recommendation at the forthcoming Annual General Meeting, the final dividend will be paid on

3 May 1996 to sharcholders registered on 26 March 1996.

Dividends paid on preference stock in respect of the 1995 financial year amounted to a total of £0.4m.

After r2king account of these dividends, which amount to £22.7m, a sum of £29.1m has been tansferred

Lo reserves.

DIRECTORS

Brief biographical details of the Directors are given on page 31.

HRH The Duke of Kent retired from the Board on 27 April 1995 and Mr P T Ward resigned from the Board
on 31 May 1995. Lord Gillmore was appointed a Non-Executive Director on 26 October 1995.

L accordance with the Articles of Association, at the forthcoming Annual General Meeting Lord Gillmore
will vacate office and offer himself for election; and Sir Colin Chandler and Mr. M. G. Taylor will retire by
rotation and offer themselves for re-election. Sir Colin Chandler has a service contract which is

subject to 24 months’ notice by the Company. Lord Gillmore and Mr. M. G. Tayler, being

Non-Executive Directors, do not have service contracts.




continued

DIRECTORS’ INTERESTS
The Directors and their families had the following beneficial interests in the Company's Ordinary Shares:

At 31 December 1995 At 1 January 1993

{or fater date of appointment)

Sir Richard Lloyd, Bt. 12,499 12,499
Sir Colin Chandler 22,500 12,500
Lord Gillmore 1,000 1,000
Mr. R. B. Head 16,010 14,062
Mr. J. W. Herbert 1,250 1,250
Mr. S. Huismans 2,600 2,000
Mr. A. L. John 1,080 1,080
Mr. M. G. Taylor 6,250 6,250
Mr. C. J. 8. Woodwark 1,000 1,000

Details of the Directoss’ share options are given in the table on pages 44 to 45 of the Report of the

Remuneration Committee.

There have been no changes in the Ditectors” interests in Ordinary Shares of the Company o in share options
between the end of the 1995 financial year and the date of this Report.

None of the Directors has or has had material interests, direct or indirect, in any contract of significance

entered into by the Company.

CORPORATE GOVERNANCE

The Company has complied throughout the financial year with the provisions of the Code of Best Practice
recommended by the Committee on the Financial Aspects of Corporate Governance.

The auditors, KPMG, have confirmed that in their opinion, with respect to the Directors” staternents on
intemnal financial control on page 35, and going concem on page 34, the Directors have provided the
disclosures required by paragraphs 4.5 and 4.6 of the Code (a5 supplemented by the related guidance for
directors) and such statements are not inconsistent with the information of which they are aware from their
audit work on the financial statements; and that the Directors” statement abave 2ppropriztely reflects the
Company’s compliance with the other paragraphs of the Code specified by the Listing Rules for their review.
They have carried out their review in accordance with the Balletin issued by the Auditing Practices Board,
which dags not require them to perform any additional work necessary to express a separate opinion on the
effectiveness of either the Company’s system of internal financial control or corporate govemnance procedures,

or on the ability of the Group to continue in operational existence,
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The Board of Directors, which meets regularly, comprises five Non-Executive and four Executive Directors
under the leadership of the Chairman and the Chief Executive whose separate roles and responsibilities are

clearly delineated.

The Nen-Executive Directors represent a strong element on the Board. They are independent of Vickers’

management and free of any material connection with the Company.

The Board reserves to itself a range of key decisions to ensure that it retains proper direction and control of the
Group. The Board delegates the day-to-day management of the Group's affairs to the Chief Executive and to
individual managers. However, there are also a number of committees of the Board, each with individual

terms of reference, which underpin its activities.

Chairman’s Committee; Chaired by the Chairman and comprising the Non-Executive Directors and the Chief
Executive, this Committee provides a forum for the Chairman and the Non-Executive Directors to provide
advice to the Chief Executive. [t meets regularly throughout the year.

Nominations Conmumittee: Chaired by the Chainman and comprising the Non-Executive Directors and the Chief
Executive, this Committee considers and nominates, for the approval of the Board, candidates for membership
of the Board.

Audit Committee: Chaired by Mr Martin Taylor, a Non-Executive Director, it comprises the Chairman and the
remaining Non-Executive Directors. Meetings take place at least twice a year and the Committee has access to
external professional advice. Is main remit is to review the Accounts and Accounting Policies, compliance with
accounting standards and with legal and Stock Exchange requirements, and the audit management letters and

internal controls.

Remuneration Commiittee; This Committes is chaired by the Chairman and comprises the Non-Executive
Directors. It meets at such times as may be determined by the Chairman and recommends to the Board the
level of remuneration, in all its forms, payable to the Executive Directors. This Committee and its work are

considered in detail in the Report of the Remuneration Committee on pages 40 to 45.

Execntive Committee: Chaired by the Chief Executive and comprising the Executive Directors, the Director of
External Relations and the Director of Corporate Personnel, this Committee provides a forum for joint
discussion of all major matters affecting the Group, and is attended by all of the Divisional Chief Executives.

Finance Committee: This Committee is chaired by the Chief Executive and comprises the Managing Director,
Finance and Planning, the Commercial Director (both of whom are Executive Directors), the Director of
Extemal Relations and the Director of Corporate Personnel. The Committee considers proposals, particularly
those involving capital expenditure or submission of tenders, within limits defined by the Board.

The Company Secretary atends, or is represented, at Board meetings and at all of the meetings of the
above committees.
GOING CONCERN

The Directors have confirmed that the Group has adequate resources to continue int operational existence
for the foreseeable future. For this reason the Directors continue to adopt the going concern basis in preparing

the accounts.
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STATEMENT OF INTERNAL FINANCIAL CONTROL

The Directors recognise their responsibility for the Group’s system of internal financial control, which can
provide reasonable, but not absolute, assurance against material misstatement or loss. The main purposes

of the internal financial controls are:
+ to safeguard the Group’s assets against unauthorised use or disposition

+ o ensure the maintenance of proper accounting records and the reliability of the financial information

used within the business and provided to shareholders.
The major elements of the system of internal financial control include, bur are not limited to, the following:

+ clear definition of the functions and responsibilities of the various committees of the Board of Directors

(including the Audit, Executive and Finance Committees)

+  clear definition of authorisation procedures and delegated authority levels for major tenders, major capital

expenditure projects, acquisitions and disposals of businesses, and other significant transactions

*  clear definition of requirements for arrangements involving intellectual property, licenses, agency and

distributorship agreements
+ clear statement of the code of commercial conduct for the businesses within the Group

+ control procedures and environments as documented in the manuals, at both Group and individual

business unit level, on accounting, treasury, management development and personnel
The monitoring and review of the system of intemal financial control includes:
=« the formalised strategic planning and operating plan processes

« the monthly reporting and review of financial results and forecasts for all the businesses within the Group,

including monitoring of performance against the operating plan

+ the report from relevant senior executives and divisional directors conceming the operation of those

elements of the system for which they are responsible
« the interim and full year results, as published to shareholders and reviewed by external auditors.

The Directors have reviewed the effectiveness of the system of internal financial control in operation during the

financial year through the monitoring process set out above.

ANNUAL GENERAL MEETING : 25 APRIL 1996 : SPECIAL BUSINESS
Share Capital

All of the resolutions submitted to the Annual General Meeting held on 27 April 1995 were duly passed,
including that which authorised the Directors, in accordance with Section 80 of the Companies Act 1985,

to allot relevant securities duting the period ending upen the conclusion of the next Annual General Mecting
(or 1 July 1997, whichever should be earlier) and disapplied the statutory pre-emption rights relating to

the issue of Ordinary Shares for a wholly cash consideration.

{t is the opinion of the Directors that such authorities should be renewed for a further period of one year in
respect of an aggregate of £53,000,000 nominal Ordinary Shares representing less than one-third of the current
total number of Ordinary Shares issued. Renewal of the disapplication of statutory pre-emption rights would
continue 1o allow the Directors to issue Ordinary Shares, in accordance with recommended institutional
investor guidelines, by way of 2 rights issue and, in addition, £8,300,000 nominal Ordinary Shares for cash

representing approximately 5% of the total number currendy issued.
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The Directors have no present intention of issuing, or granting rights over, such unissued shares, except in
telation to the Share Option Schemes already approved by sharcholders in General Meeting, and no issue
will be made which will effectively alter the coutrol of the Company. Nevertheless, the Directors believe thar
it is in the best interests of the Company that they possess such powers so that advantage can be taken if any
suitable opportunities atise to develop the Company's interests. The necessary resolutions will be proposed

at the forthcoming Annual Generzl Meeting in order to give the Directors the powers and authorities

referred to abave.

Vickers Group 1994 Approved Savings-Related Share Option Scheme

In the Chancellor of the Exchequer’s Budget Statement on 28 November 1995, several changes to the law
governing Save-As-You-Earn share option schemes to make them more attractive 1o employees were
announced. [n summary these changes comprise the introduction of 2 new three year savings contract {the
present minimum savings contract is five years); a reduction in the minimum monthly contributions from £ 10
to £5; and permission for participants transferred to companies within the Group which do not participate in 2

scheme to exercise their options on maturity of their savings contract.

The Board propases to amend the Rules of the Vickers Group 1994 Approved Savings-Related Share Option
Scheme to include all of the new features described above following Royal Assent to the Finance Bill.
However, uatil the new legislation comes into force, the precise terms of the amendments to the Scheme
cannot be approved. Accordingly, the Board is requesting that it be authorised by Ordinary Resolution to make
such amendments to the Rules of the Scheme as may be necessary to implement these changes subject to Inland

Revenue approval.

I addition the Board wishes to amend the Scheme to allow the participation of part-time employees. Part-time
Directors will continue to be excluded to comply with institutional investor requirements. Accordingly, the
Board is requesting that it be authorised by Ordinary Resolution to amend the definition of “Eligible
Employee” and to make such consequential amendments to the Rules of the Scheme a5 may be necessary,

subject to Inland Revenue approval.

As these amendments will not have been approved either by shareholders or the Inland Revenue when the

Company announces its results on 6 March 1996 and as the Board would like eligible employees to be able to
take advantage of the proposed changes, the Board is also requesting that it be authonsed to offer participation
in the Scheme to 2l eligible employees in the period of 21 days following approval of the amendmeénts by the

Inland Revenue.

Dividends

The current banking system for paying mandated dividends is expected to be terminated by the banks in 1996.
There is a need, therefore, to consider altemnative arrangements for paying mandaced dividends. The Bankers'
Automated Clearing System (BACS} allows for mandated dividends to be paid electronically by direct credit to
sharcholders’ nominated banks or building societies and for the tax vouchers to be sent to shareholders’
registered addresses. The Directors consider that such eleceronic facilities might provide a suitable replacement.

Other shareholders will continue to receive dividend warrants and tax vouchers through the post.

As part of Special Resolution 10, which will be proposed at the Annual General Meeting to alter the Articles,
it will be proposed that Article 149 be amended to enable the payment of dividends by electronic transfer of
funds. Subject to approval by shareholders of this Resolution, the Directors would expect to introduce the
payment of mandated dividends by BACS in time for the 1996 interim dividend. In addition, there are
proposed technical amendments to Article 149 to reflect changes in the law relared to the payment of cheques
which were introduced by the Cheques Act 1992,
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Updating of the Articles of Association

As a consequence of the Listing Rules of the London Stock Exchange, when making any amendment to its
Articles, 2 company is obliged to ensure that they generally comply with the requirements for the contents of
the articles of association of a listed company contained in Chapter 13 Appendix 1 of the Listing Rules. The
proposed amendments contained within Special Resolution 10 will ensure that the Company’s Articles of

Association generally incorporate all of these matters.
The proposed amendments are as follows:

Sanctions: The proposed amendment to Article 9 (c) applies 2 limir of not more than seven days following any
of the events indicated therein for the cessation of sanctions imposed on a shareholder who is in default in

complying with a notice served under Section 212 of the Companies Act 1985.

Issue of replacement centificates: The proposed amendment to Article 18 (¢) restricts the reimbursement of the
Company’s expenses in providing replacement share certificates to “exceptional” rather than “reasonable”

out-of-pocket expenses.

Board’s power to refuse to register transfers in cerfain cases: The proposed amendment to Article 40 limits the power
of the Board to refuse to register certain transfers of partly-paid shares which are listed so that dealings in such

shares taking place on an open and proper basis are unaffected.

Company’s pawer to sell shares: The proposed amendment to Article 49 (a) (iv) removes the reference
to the “Quotations Department of the Stock Exchange” which no longer exists,

Matters upon which a Director may vote: The proposed amendment to Article 105 brings the exceptions to the

restrictions on voting by Directors into line with paragraph 20 of Chapter 13, Appendix 1 of the Listing Rules.

Notice required of an intention fo propose a new Dirgctor: The proposed amendment to Article 122 recognises that
paragraph 22 of Chapter 13, Appendix 1 of the Listing Rules refers to “days” rather than “clear days™notice.

Company may retain unclaimed dividends: The proposed amendment to Article 148 recognises that paragraph 17
of Chapter 13, Appendix 1 of the Listing Rules states that any power to forfeit unclaimed dividends must not
be exercisable until at least 12 years after the date the dividend to be forfeited became due for payment; the
current provision refers to the date the dividend was declared.

A copy of the existing Memorandum and Articles of Association and the draft revised Articles of Association
will be available for inspection during normal business hours at the Registered Office of the Company from
the date of the Notice of Annual General Meeting up to and until the close of the Annual General Meeting,
Copies of the documents will also be available at the place of the meeting for 15 minutes prior to the meeting
and until its conclusion.

LARGE SHAREHOLDINGS

Details of major holdings in the Company’s Ordinary Shares and Preference Stocks are as follows:

Ordinary Shares %
Schroders Investment Management Limited 142
Gartmore Investment Management Limired 2.3
Morgan Grenfell Investment Management Limited 5.9
Standard Life Investment Funds Limited 4.8
British Coal Pension Funds 3.4
Mercury Asset Management 3.1

Clerical Medical Investment Group 3.0
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Preferred 5% Stock %
MrP.S. Allen 22.40
Co-operative Insurance Society Limited 15.03
Provincial Insurance ple 13.33

5% Preference Stock

The Investment Company PLC 2370
Mr P. S, Allen 22.40
Provincial [nsurance plc 16.79
Morgan Grenfell Group ple 16.78
Co-operative Insurance Society Limited 11.61

Cumulative Preference Stock

Commercial Union Investment Management Limited 2293
Morgan Grenfell Group ple 20.75
Phoenix Assurance plc 12.98

FIXED ASSETS
Details of significant changes in the fixed assets are given in note 11 to the accounts.

The Directors are of the opinion that the overall value of the Group's properties, on an existing use basis,
taking into account that they are held for the longer term and depreciated accordingly, is not materially

different from that shown in the accounts.

RESEARCH AND DEVELOPMENT

Continued investment in the development of the Group’s various products and processes is essential if the
Group is to remain competitive. Regular monitoring of research and development activities is undertaken
during the annual planning cycle. Research and development costs incurred during the financial year were
£67.0m (1994 : £38.4m) which, after deduction of contributions from customers and government
grants, amounted to £43.5m (1994 : £21.1m).

EQUAL OPPORTUNITIES

The Company has a pelicy on equal opportunities and non-discrimination. This specifically refers to
employment of people with disabilities to ensure applications for employment by such people are always fully
considered, bearing in mind the respective aptitudes and abilities of the applicant concerned. The Company
zeaffirms that in the event of employees becoming disabled, every effort is made, including appropriate training,
to ensure that their employment with the Company continues. It is the policy of the Company to fisrther,

as far as possible, the training, career development and promotion of disabled employees.

EMPLOYEE INVOLVEMENT

Team briefing continues to be the bedrock upon which the Company’s employee communications is built.
The Company is constantly seeking ways of improving the effectiveness of this as its primary communicatior:

medium to employees.

During the year Rolls-Royce Motor Cars and Vickers Defence Systems conducted Employee Attitude surveys
and both achieved high levels of employee response. Ruesults have been analysed, feedback given to employees

and account tzken of employess’ views on how to improve methods of communication with employees.

The Company has an Approved Savings-Iielated Share Option Scheme which, by encouraging share

ownership, in tum encourages the involvement of employees in the Company's performnance.
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TRAINING AND DEVELOPMENT

A range of training and development initiatives are being implemented which recognise that sustained growth
requires high quality and well trained people at all levels in the organisation. These initiatives are in addition
and complementary to the established good practice in the Company and arose from a process of intemal
discussion and evaluation initiated during the year. An example of these initiatives is the recognition that
managers must continue to learn about new techniques and best practices. As a consequence, the Company

is in active discussion with a number of major business schools for delivery of a bespoke Directors’ Programme
and Vickers' specific modules to established MBA programmes in recognition that development is 2 continuous

process even at the highest levels of management.

Work on management competencies and support for managers thtough mentoring are other activities which

form part of the Company’s comprehensive development programme.

The 1995 graduate intake was the highest for many years, confirming the Company’s commitment to
long term growth. In 1996, a more co-ordinated approach to graduate recruitment is being adopted and
graduate training will, in future, offer more opportunities to work across business boundaries and in the

overseas subsidiaries.

As reported last year, almost all of the UK subsidiaries and the Corporate Head Office are seeking the Investors
in People national training standard. Cosworth Castings has achieved the Investors in People standard.
DONATIONS

During the financial year, Vickers made donations totalling £175,000 gross in support of a number

of national and local charitable activities in the United Kingdom.

The Company made a donation of £55,000 to the Conservative Party during the financial year.

AUDITORS

The Company’s Auditors, KPMG, have indicated that a limited liability company, KPMG Audit Ple, is to
assurne responsibility for certain aspects of their audit business. The Directors recommend the appointment
of this company as auditors and, accordingly, a resolution for the appointment of KPMG Audit Ple as auditors
and authorising the Directors to fix the auditors remuneration will be proposed at the forthcoming Annual
General Meeting.

The Directots have received an assurance from KPMG that the capital base of KPMG Audit Plc has been set at
a similar level to the total capital base within the KPMG UK partnership and that KPMG Audit Pl will carry
the same insurance cover as the partnership. This insurance cover will remain available in addition to KPMG

Audit Plc’s capital resources to meet any valid claims that might be made against that company.

INSURANCE FOR DIRECTORS AND OFFICERS

As permitted under the Articles of Association, the Company has an insurance policy providing liability

cover for Directors and certain officers.

Signed on behalf of the Board

Nicholas Bevins ?(/C\/( ( ‘2
Secretary % e Q/U’m

5 March 1996

Vickers P.L.C.
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Report of the Remuneration Committee

This Committee of the Board comprises the Non~Executive Directors of Vickers P.L.C., namely:—

Sir Richard Lloyd, Bt. (Chairman}

Lord Gillmore Biographical details and
Mr. J.W. Herebert business experience are
Mr. S. Huismans shown on page 31.

Mr. M.G. Taylor, CB.E.

The Secretary of the Committee is Mr. N. Bevins, the Company Secretary of Vickers P.L.C. The Chief
Executive, Sir Colin Chandler, is normally consulted by the Committee, except when matters affecting his

personal interest are under consideration.

The terms of reference of the Committee are to recommend to the Board of Directors of Vickers P.L.C. the
Company’s policy for executive remuneration and the entire individual remuneration package for each of
the Executive Directors and certain senior executives and officers of the Company (some ten in numbet),
including their pension rights and any compensation payments. It has access to professional advice inside

and outside the Company.

The Company’s general policy on Executive Directors’ remuneration is to maintain a system of remuneration
which is sufficient to atcract and retain the Company’s top management and to motivate them to excel in their
respective roles. The Committee ensures that the levels of remuneration paid to the Executive Directors and
other sentor executives are no more than required to meet these objectives and peer group comparisons are

made to check on this,

The Committee has been advised on remuneration levels for Executive Directors by Monks Partnership
Limited, whose principal source of information consisted of the annual reports of parent companies in the
electrical and mechanical engineering and electronics sectors and' its own survey-based databank of such
companies. Account was taken of the functions and responsibilities of the Directors, the size of the

business and the sectors and regions in which the Company operated.

Remuneration consists of the following elements:

Basic Salary

This is established by reference to the salaries indicated by the Monks Partnership’s surveys and in accordance

with the guidelines referred to above.

Annual Bonus

The second component is ant annual performance bonus. This is based upon specified performance measures
of the Company generally, currently earnings per share and trading cash flow, and upon the achievement of
specific qualitative and quantitative targets selected cach year which will prove to be of long—term value to the
Company and its shareholders. Thus the formula for caleulation of bonus is reviewed and changed each year
in order to reflect new challenges and changing circumstances. In the case of the Executive Directors, the
bonus is 25% of salary for achieving target financial performance and the overall formula is capped at 60%

of basic salary.

Share Option Schemes

The Company has an Approved Share Option Scheme for executives and an Approved Savings-Related Share

Option Scheme. A Phantom Option Scheme has also been activated occasionally in the past.
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The Vickers Group 1994 Approved Share Option Scheme was adopted by shareholders at the 1994 Annual
General Meeting on the basis that all options granted under the Scheme would be subject to pedformance
conditions. These were designed so that options could not be exercised unless there was a sustained and
measurable improvement in the underlying performance of the Company during the option period. Any share
options which may be granted under the Scheme are subject to an objective performance target set by the
Remuneration Committee. [t requires that in any consecutive period of three years, the Company’s percentage
growth in annualised earnings per share shall have been at least equivalent to the percentage increase, if any, in
the retail prices index, plus 10%. The Committee considers that this measure of performance accords with

shareholders’ expectations; it reviews the objective performance target annually.

The Conumittee also expresses the intention that participants in the Vickers Group 1994 Approved Share
Option Scheme should apply 2 reasonable proportion of the net proceeds towards the purchase and reteation
of shares in the Company. The Scheme is applied not only to the Executive Directors and most senior
executives of the Company, but also to a number of younger managers who are seen to have future potential.
The Committee takes the view that the Scheme motivates the participants and identifies their interests with
those of the shareholders. It is the Committee’s policy to phase grants of share options and not to award any

options at a discount.

The Vickers Group 1984 Approved Share Option Scheme expired in 1994, although certain Executive

Directors and other executives hold options granted under that Scheme which remain exercisable.

The Vickers Group 1994 Approved Savings~Related Share Option Scheme is open to all eligible employees
in the United Kingdom.

Details of outstanding Approved Share Options and Approved Savings—Related Share Options held by
Executive Directors, together with details of any such options granted or exercised during the

year are contained in the table on pages 44 and 45.

Details of outstanding Phantom Options held by Executive Directors, together with any performance criteria

imposed by the Committee in respect of exercise of these, are contained in the table on pages 44 and 45.

Monks Partnership has confirmed that the Company’s share option allocation policy is in line with accepted

market practice,

The Company has no other long-term incentive schemes apart from those referred to above and has no plans

at present to introduce any further schemes.

Pensions

All employees, including the Executive Directors, are members of one of the Company’s two main United

Kingdom pension schemes, the Vickers Group Pension Scheme and the Rolls-Royce Motors Pension Fund.

The Company also operates a top—up scheme, for its Executive Directors and certain senior executives,
known as the Vickers Retirement Scheme (“VRS”). VRS has for some years been unable to provide a
pension o new employees in respect of eligible earnings in excess of the cap (now £78,600) imposed by the
Finance Act 1989 and, to remain competitive in the recruitment of senior executives, it has been necessary
additionally to establish a funded unapproved scheme kanown 2s the Vickess 1993 Supplementary Retirement
Scheme (“VSRS™).

Theree of the Executive Directors participate in VSRS so that they are not put at a disadvantage relative

to other executives whose eligible earnings, by virtue of their earlier recruitment, are not capped.

In the 1994 Report and Accounts it was stated that the Board, on the recommendation of the Remuneration
Committee, had resolved to establish unfunded retirement benefits for the Chief Executive of the Company.
Since that time the Committee has taken further advice on this matter and, in order best to protect the

Chief Executive's pension rights, he has now been admitted as 2 member of VSRS,
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The Directors’ bonuses are pensionable. This practice was adopted after the merger with Rolls—Royce Motors
Holdings Limited in 1980. Itis a contractual fight incorporated in the Company’s relevant pension schemes
which applies to at least 140 of the Company’s executives, including the Executive Directors. The inclusion

of the bonus is justified on the basis that it has thereby become a contractual commitment since 1980 and that
it is in keeping with the Company’s incentive culture. Pension contributions by both the Company and, where
applicable, the relevant executives have been, and will continue to be, made on this basis. The policy for future

entrants is the subject of further study.

Directors’ fees are paid only to Non—Executive Directors and, for this puspose, the Company’s Articles of
Association exclude the Non—Executive Chairman who received remuneration, including benefits in kind,

of £105,111 in the year. Each of the Non-Executive Directors reccives an annual fee of £20,000 which was
last increased from £13,000 on 1 January 1995. The Chairman of the Audit Committee, Mr. M.G. Tayler,
receives an additional fee for that responsibility of £3,000 per anmum. Pursuant to Article 94 of the Company’s
Articles of Association, the Board may determine such fees not exceeding in aggregate £100,000 or such higher
amouns as may be sanctioned by shareholders. Neither the Non-Executive Directors nor the Chairman
participate in any discussion of the level of their fees, nor do they participate in the Company’s bonus or

share option schemes.

Details of the Directors” emoluments for 1995 are sec out in the table on page 43.

Service Contracts

Early in April 1995 each of the Executive Directors agreed, voluntarily and without consideration, to reduce
their three—year rolling contracts to two years. The Committee has considered compensation arrangements
in the event of carly termination and it has also been agreed that a Director cm;id treat a change of centrol
as a repudiatory breach and claim damages. The Chairman recorded these changes at the Annual General
Meeting of the Company on 27th April 1995.

It is the Committee’s view, borme out of experience, thar it is necessary to offer rwo—year rolling contracts in
order to recruit and retain senior individuals of the right calibre and to provide them with reasonable securicy.
To meet shareholder expectations of growth, the Company does need to recruit such experienced executives

from time to time and a reduction to one year Contracts would seriously hinder such recruitment.

Sir Colin Chandler is proposed for re—election as an Executive Director at the forthcoming Annual General
Meeting and he has a service contract which is subject to 24 months notice by the Company. At the same
Annual General Meeting, Mr. M.G. Taylor is proposed for re—election as 3 Non—Executive Director and
Lord Gillmore is proposed for election as a Non-Executive Director. Mr. Taylor and Lord Gillmore do not

have service Coneracis.

Executive Directors are required by their service contracts to devote their whole time and attention to their
duties under those contracts, They shall not without the consent of the Board become a director of another
company. The Board recognises that a directorship of another company or companies can broaden the
knowledge and experience of a Director with consequential benefits to the Company. However, in considering
whether to allow an external directorship, the Board must also ensure that it will not detract from the time and
attention required to be devoted to the interests of the Company. If, exceptionally, an external appointment 15
permitted by the Board, the Director concerned may retain for his own wse any remuneration or other benefit

which he may derive from it.

Directors’ Emolurments

The aggregate of Directors’ emolurhents, including pension contributions, for 1995 was £2,381,473
{1994: £2,470,170) and these figures are analysed in the following rable.
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Directors’ Emoluments

Ch

Sir

Pension 1993 1994
Salary Annual Related 1995 1994 Pension Pension
and Fees Bonus Benefits  Payment Total Total Contibutions Contributions
L L L £ L L L L
airman

Richard Lioyd 85,000 - 20,111 - 105,111 100,197 - -

Executive Directors

Sir Colin Chandler  (Note3) 337,706 167,125 23424 139,333 667,588 568,132 240,260 136,340
{Chief Executive)

Mr. R. B. Head 190,000 95,000 12,576 - 297,576 282,116 107,160 72,000
Mr. A. L. John 127,606 62,075 21,403 1978 233,062 128706 94,227 17,920
Mr. P. T. Ward (Note 2) 79,167 34,833 15,746 - 129,746 324,199 - 504,179
Mr. C.]. S. Woodwark 180,131 88,337 16,264 38977 323,709 - 89,726 -
Mr

Non-Executive Directors

. G. Boxall (retired 31 May 1994) - - - - - 186,773 - 12739

Lord Gillmore 3,641 - - - 3,641 - - -
Mr. J. W. Herbert 20,000 - - - 20,000 13,000 - -
Mr. S. Huismans 20,000 - - - 20,000 3,017 - -
HRH The Duke of Kent 6,667 - - - 6,667 13,000 - -
Mr. M. G, Taylor 23.000 - - - 23,000 13,000 - -
Total 31.12.1995 1,072,918 147,370 109,524 220,288 1,850,100 531,373

Total 31.12.1994 973,643 430,842 112,175 75,480 1,612,140 258,030

No
1.

tes:-

HRH The Duke of Kent and Mr. P. T. Ward relinquished their directorships on 27 April 1995 and
31 May 1995, respectively. Mr. C. J. S. Woodwark and Lord Gillmore were appointed Directors on
1 January 1995 and 26 October 1995, respectively.

A sum of £428,183 was paid to a retiring Director (Mr. P. T. Ward) by way of contribution for pension
enhancement as reported in Note 8 to the 1994 Annual Accounts and is included in the above 1994

pension contributions.

At the end of 1994, the Company had provided 2 sum of £908,000 to cover its obligations to the Chicf
Executive in respect of his accrued service originating from 1989 relating to his eligible earnings in cxcess
of the cap (now £78,600) imposed by the Finance Act 1989. This obligation was in the form of a pensions
promise and therefore no specific funding had been set aside to meet this liability. During 1995, having
taken further advice, it was decided to invite the Chief Executive to become 2 member of the Vickers
Supplementary Retirement Scheme (VSIS) which is a funded unapproved retirement benefits scheme.
On the advice of the actuaries of VSRS, the Companmy, in order to fund the accrued service liabiligies from
1989 to the end of 1995, has paid contributions to that scheme amounting to £718,000, a lower sum than
originally provided. During 1995, pension contributions of £31,260 {1994: £30,540) were also made by
the Company to the Vickers Retirement Scheme for the Chief Executive’s funded pension in respece of his
eligible earings up to the cap referred to above. To avoid the Chief Executive being prejudiced in
compartson with his Executive Director colleagues by the operation of the cap and in order to fulfil its
contractual promise, the Company will be making a payment of £478,700 by way of additional
remuneration which takes into account tax liabilities of the Chief Executive in respect of the above
contributions from 1989 to the end of 1995. Pension contributions and pension related payments in respect
of 1994 and 1995 are specifically disclosed or included in the above tables.

Benefits comprise all assessable” tax benefits arising from employment by the Company. These relate mainly
1o the provision of a Company car.

Vigkers P.L.C.
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OPTIONS

Sir Colin Chandler

Executive Options

SAYE Options

Phantom Options

R. B. Head

Executive Options

SAYE Options

Phantom Options

At Granted Exercsed At Exercise Market Dates
01.01.95 in 19935 in 1995 31.12.95 price price on Exercisable
Exercise
e v}
364,197 364,197 202.77 1996-2000
104,056 104,056 222.96 1996-2001
208,112 208,112 86.49 1996-2002
280,000 280,000 182.00 1998-2005
676,365 280,000 956,365
6,124 6,124 183.70 1996
5,750 5,750 120.00 1699
t1,874 - 11,874
156,084% 156,084 157.61 1996-2002
280,000** 174.00
436,084 - - 156,084
9,755 9,755 182.59 240.00
49,426 49,426 186.05 240.00
38,500 38,500 166.26 240.00
19,250 19,250 166.26 240.00
35,379 35,379 171.06 240.00
104,056 104,056 202.77 240.00
31,216 31,216 177.79 240.00
26,014 26,014 160.49 240.00
16,128 16,128 86.49 1996-2002
77,564 77,564 182.00 1998-2005
S0,000 90,000 187.00 1998-2005
329,724 167,564 313,596 183,692
1,948 1,948 184.80 204.00
5,020 5,020 149.40 ) 19%6
5,750 5,750 120.00 - 1999
2,412 2,412 143.00 2000
12,718 2,412 1,948 13,182
104,056% 104,056 157.61 1996-2002
139,955 139,955 86.49 1996-2002
77,564%% 174.00
321,575 - - 244,011
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At Granted Exercised Ar Exercise Dates
01.01.95 in 1995 in 1995 Ji.12.95 priee Exercisable
i)
A. L. john
Executive Options
62,433 62,433 86.49  1996-2002
185,000 185,600 182.00  1998-2005
62,433 185,000 - 247433
SAYE Options
6,188 6,188 121.20 1997
4,808 4,808 143.50 1999
2,412 2,412 143.00 2000
10,996 2,412 - 13,408
Phantom Options
185,000** - - - 174.00
C. j. 5. Woodwark
Executive Options
80,000 80,000 154.060  1996-2003
40,000 40,000 181.00  1997-2004
280,000 280,000 182.00  1998-2005
120,000 280,000 430,000
SAYE Options
12,062 - 12,062 143.00 2000
Phantom Options
180,000** - - - 174.00

The closing middle market price of the Ordinary Shares of the Company on 29 December 1995 was 254p and

the range during the year was 164p to 282p.

Notes: -

* For this grant of phantom options, the Remuneration Committee has imposed 2 condition that they can be

exercised only after the Company next declares a tota] dividend in any one year of at least 6.0p per Odinary

Share fully covered by earnings. The Committee has agreed that, in order to accord with the terms of the

other options granted, this condition shall not apply in the event of a change of control.

** [t was recorded in the 1994 Annual Report and Accounts that the Remuneration Committee intended to

replace these options with Approved Options under che Vickers Group 1994 Approved Share QOption

Scheme if, at the date of grant of any Approved Option, the market value of the Company's shares did not

exceed the phantom option price of 174p by 5% or more. Accordingly, these options were replaced with

Approved Options on 7 March 1995 when the price of the Company’s shares used to calculate the exercise

price of those Approved Options was 182p.




Statement of Directors’ Responsibilities

The following statement, which should be read in conjunction with the Report of the Auditors set out on page
47, is made with a view to distinguishing for shareholders the respective responsibilities of the Directors and of

the Auditors in relation to the Accounts.

The Directors are required by the Companies Act 1985 to prepare Accounts for each financial year which give
a true and fair view of the state of affairs of the Company and the Group as at the end of the financial year and

of the profit or loss for the financial year.

The Directors consider that, in preparing the Accounts, the Company has used appropriate accounting policies,
consistently applied and supperted by reasonable and prudent judgements and estimates, and that all accounting
standards which they consider to be applicable have been followed. The Directors consider that the Accounts

have been prepared on a going concern basis.

The Directors have responsibility for ensuring that the Company keeps accounting records which disclose, with
reasonable accuracy, the financial position of the Company and which enable them to ensure that the Accounts

comply with the Companies Act 1985.

The Directors have general responsibility for taking such steps as are reasonably open to them to safeguard the

assets of the Group and to prevent and detect fraud and other irregularities.




-------—---*

Report of the Auditors

To the members of Vickers P.L.C.
We have audited the Accounts on pages 48 to 69 and the informaticn set out in the tables on pages 43 to 45
included in the Report of the Remuneration Committee.

Respective responsibilities of Directors and Auditors

As described on page 46 the Company’s Directors are responsible for the preparation of Accounts. It is our
responsibility to form an independent opinion, based on our audit, on those Accounts and to report our

opinion to you.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board. An
audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the Accounts.
It also includes an assessment of the significant estimates and judgements made by the Directors in the
preparation of the Accounts, and of whether the accounting policies are appropriate to the Group’s

circurmstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the accounts are free
from material misstaternent, whether caused by fraud or other irregularity or error. In forming our opinion we

also evaluated the overall adequacy of the presentation of information in the Accounts,

Opinion

In our opinion the Accounts give a true and fair view of the state of affairs of the Company and the Group as at
31 December 1995 and of the profit of the Group for the year then ended and have been properly prepared in
accordance with the Companies Act 1985.

wng; -

KPMG
Chartered Accountants
Registered Auditors
London

S March 1996

Viekaet P 1
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Accounting Policies

Basis of consolidation

The Accounts have been prepared, in accordance with applicable accounting standards, on the historical cost
basis of accounting modified to include the revaluation of certain land and buildings and comprise a
consolidation of the Accounts of the Company and its subsidiary undertakings and its share of the post-

acquisition results of associated undertakings.

The results of subsidiary and associated undertakings acquired or disposed of during the year are included in

the Accountss from or to the effective dates of acquisition or disposal.
Where businesses are acquired at a premium or a discount compared to the fair value of the net assets at the

date of acquisition, the excess s deducted from or added to reserves.

Foreign currencies

Assets and lizbilities in foreign currencies are translated into sterling at the rates ruling at the Balance Sheet date,

and the Profit and Loss Accounts and Cashflows of overseas businesses at the average rates of the year.

Exchange differences acising on the retranslation of the net investments in overseas businesses, together with
differences on associated borrowing in foreign currencies, are transferred directly to reserves. Other exchange
differences are included in the Profit and Loss Account.

Tumover

Tumover consists of amounts inveiced in respect of deliveries, other than on certain long-term contracts for
which the estimated selling value of the work completed during the year is included together with adjustments
relating to previous years’ estimates. A proportion of profit is taken on certain long-term contracts appropriate
to the stage of completion of each contract.

Research and development expenditure

Reesearch and development expenditure, other than that which is recoverable on certain projects under contract
with third parties, is charged against profit in the year in which it is incurred.

Taxation

The charge for taxation is based upon the profit for the year and takes into account deferred taxation on timing
differences to the extent that 2 liability or an asset is expected to arise.

The rates of taxation used in arriving at the taxation charge are those currently in force in the United Kingdom

and, where appropriate, overseas.

Advance Corporation Tax, which is not considered recoverable against taxation liabilities in the foreseeable
future, is included in the taxation charge of the perod.

No provision is made for United Kingdom and foreign taxation which would arise in the event of the
distribution of the retained profits of overseas businesses unless such distribution is proposed.
Earnings per share .
Earnings per share is presented in accordance with FRS 3.

An alternative measure of normalised earnings per share is also presented as the Board is of the opinion thae this

measure gives 3 more representative indication of sustainable earnings.
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Tangible assets

Freehold buildings and leasehold land and buildings are depreciated over their remaining useful lives or periods

of lease, whichever are shorter.

Motor car tooling is amortised on 2 per unit basis which takes into account actual production of each model

and a conservative estimate of future production to the end of the model lives.

Other plant and equipment is depreciated, mainly on a straight line basis, so 2s to write off the cost of such

assets over their useful lives. These lives are reviewed on a regular basis. The depreciation rates used are:

per anaum
Freehold property 2% — 4%
Leasehold property (or at higher rates based on the life of the lease) 2% — 4%
Plant, machinery and vehicles 10% - 33%
Office fumiture and equipment 10% - 20%
Short life plant and small tools 20% — 33%

Interest costs on major fixed asset additions are capitlised during the construction period and written off as part

of the total asset cost.

Assets held under finance leases are included in tangible assets at purchase price and are depreciated over the
shorter of the asset life or lease period. The obligations related to finance leases, net of finance charges in respect
of future periods, are included as appropriate under creditors due within or after one year, Rentals under

operating leases are charged to profit as incurred.

Stocks and work in progress

Stocks and work in progress are valued at the lower of cost and net realisable value. Full provision has been
made for anticipated losses. Cost comprises materials and factory labour, including overheads thereon based on

normal levels of activity.

Pension funding

The Company and its major subsidiary undertakings operate both defined benefit and defined contribution
pension schemes, the assets of which are administered by Trustees and are independent of the Group’s finances.
The pension costs relating to these schemes, including those related to past service, are assessed in accordance with
the recommendations of independent actuaries. Full actuarial valuations are made at regular intervals, Variations
from the reguler costs of defined benefit schemes are allocated over the average remaining service lives of

current employees.



Consolidated Profit and Loss Account

1995 1995 1994 1994
For the year ended 31 December Notes Lm Lm Lm £Lm
Turnover
Continuing operations 1,085.8 727.2
Acquisitions 58.0
Total wurnover from continuing operations 2 1,143.8 727.2
Operating costs 3 (1,070.4} (681.4)
Operating profit from continuing operations
Continuing operations, before testructuring
and other exceptional costs 74.8 52.5
Restructuring and other exceptional costs 283 (5.0} (6.7)
69.8 453
Acquired operations i 3.6
3 73.4 45.8
Loss on disposal and closure of subsidiaries
within continuing operations 1 (0.5) (2.9)
Profit on ordinary activities before interest 72.9 43.4
Net interest receivable and other similar items 4 2.1 1.4
Profit on ordinary activities before taxation 75.0 44.8
Taxation 5 (23.2) (12.1)
Profit on ordinary activities after taxation 51.8 327
Minority interests - Equity - (0.1}
Shareholders’ profit for the financial year 51.8 326
Dividends — Equity and non equity 6 (22.7) (16.1}
Profit transferred to reserves 29.1 16.5
Pence Pence
Eamings per 50p Ordinary Share 7
FRS 3 basis 15.6 2.8
Nommalised earnings basis 15.7 10.5
Am Am
Retained profit ‘
The Company (13.0) B 5.2
Subsidiary undertakings 42.1 11.3
291 16.5
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Balance Sheets

Group Company
1995 1994 1995 1994
At 31 December Notes Lm £m Am £m
Fixed assets
Tangible assets 11 2722 2273 96.1 722
Investments — Subsidiary undertakings i4 - - 484.4 4846
— Other investments 15 9.0 8.8 - 0.1
281.2 2361 5805 5569
Current assets
Stocks and work in progress 16 1958 167.0 47.8 46.1
Debtors falling due after more than one year 17 26.0 23.1 242 216
Debtors falling due within one year 17 2055 2254 2713 2276
Cash and deposits 1343 1206 916 85.4
561.6 536.1 4349 3807
Creditors: amounts falling due within one year
Borrowings 18 {(73.9) ] (31.9))| (66.7)| (23.9)
Other liabilites 18 1(380.5){ {{342.4); |(557.9)| |(516.8)
(454.4)y (374.3) (624.6) (540.7)
Net current assets/(liabilities) 107.2 1618 (189.7) (160.0)
Total assets less current liabilities 388.4 3979 390.8 3969
Creditors: amounts falling due after more than one year .
Borrowings 18 (38.4) | (37.3)| (37.2)| (35.3}
Other liabilities 18 | (16.1){ {19.1) (14) (1.6)
(54.5) {56.4) (38.6) (36.9)
Provisions for liabilities and charges 19 (55.1) {46.7) (20.7) (20.4)
278.8 2948 3315 3396
Capital and reserves
Called up share capital 20 1748 1732 1748 1732
Share premium account 21 58.8 55.5 58.8 55.5
Revaluation reserve 21 46.7 48.6 14.3 15.0
Profit and Loss Account 21 (1.5 173 83.6 95.9
Equity 270.4 || 286.2 || 323.1 || 331.2
Non-equity 8.4 8.4 8.4 8.4
Shareholders’ funds 278.8 2946 3315 3396
Minority interests — Equity - 0.2 - -
278.8 2948 3315 3396

The Accounts on pages 48 to 69 were approved by the Board of Directors on 3 March 1996 and were signed

on its behalf by: %‘\ N
RUE B Lloyd  fho_ b G /\/w’/\ﬁ

R. B. Head /i ) 4 ]-/_Lu_”t{
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Consolidated Statement of Total Recognised Gains and Losses

1995 1994
Lm Lm
Profit for the financiat year 51.8 324
Currency translation differences on foreign currency net investrents 1.8 {0.6)
53.6 32.0
Note of Consolidated Historical Cost Profits and Losses
1995 1994
Lm Lm
Reported profit on ordinary activities before taxation 75.0 448
Realisation of property revaluation gains of previous years 1.3 1.0
Difference between historical cost depreciation charge and the actual
depreciation charge of the year calculated on the revalued amount 1.0 1.0
Historical cost profit on ordinary activities before taxation 77.3 46.8
Historical cost profit for the year retained after taxation,
minority interests and dividends 314 18.5
Reconciliation of Movements in Shareholders” Funds
Group Company
1995 1994 1995 1994
Am Lm Lm fm
Profit for the financial year 51.8 326 9.7 21.3
Currency translation differences
on foreign currency net investments 1.8 (0.6) - -
Dividends . (22.7y (16.1) (22.7) (16.1)
New share capital subscribed, net of expenses 4.9 1.7 4.9 1.7
Goodwill written off (G1.7y (4.9 - -
Goodwill on disposal written back 6.1 1.8 - -
Purchase of minority interest - 0.2 - -
Increase/(decrease) in Shareholders’ funds (15.8) 151 (8.1) 6.9
Opening Shareholders’ funds 2946  279.5 339.6 3327
Closing Shareholders’ funds 278.8 2946 3315 3396




Cashflow Statement

1993 1994

For the year ended 31 December Note Lm Lm Lm Lm
Net cash inflow from operating activities 22 126.7 759
Returns on investments and servicing of finance
[nterest received 103 6.7
Interest paid (8.4) (5.9
Dividends paid (18.3) (119
Net cash outflow from retums on investments

and servicing of finance (16.4) (11.1)
Taxadon
U.K. Corporation Tax paid (12.7) (5.9
Overseas tax paid {3.3) (3.2
Tax paid (16.0) (8.6)
Investing activities
Purchase of tangible fixed assets (68.1) {24.5)
Purchase of subsidiary undertakings (65.0) (2.7
Purchase of minority interest (0.2) {0.2)
Sale of tangible fixed assets 7.5 1.5
Withdrawal from businesses - 0.2
Net cash outflow from investing activities (125.8) {25.7}
Net cash inflow/ (outflow) before financing (31.5) 30.5
Financing
Issue of Ordinary share capital 4.9 1.7
Repayment of loan notes (0.1) (0.3}
Net (increase)/decrease in non-cash deposits 61.1 (30.1)
Net increase in secured loans 0.4 0.2
Net increase in unsecured loans 19.3 51
Net cash inflow/{outflow) from financing 85.6 (23.4)
Net increase in cash and cash equivalents 54.1 7.1




Notes to the Accounts

1 ACQUISITIONS AND DISPOSALS
(a) In Apsil 1995 Vickers International Led acquired the share capital and the land and buildings of Aquamaster-
Rauma Ltd, a marine propulsion business based in Finland, for consideration of £35.6m, Contribution to

Group profit before interest in 1995 was £2.9m.

In June 1995 Vickers Armstrongs Lid acquired the trading assets of Thompson Defence Projects Ltd, a defence
bridging equipment business, for consideration of £24.2m. This business was subsequently renamed Vickers

Bridging. Contribution to Group profit before interest in 1995 was £0.9m.

In July 1995 Vickers America Holdings Inc. acquired the share capical of Intelligent Controls Inc., an

automotive engineering business based in North America, for consideration of £,8.4m. This business was

subsequently renamed Cosworth Intelligent Controls Inc. Contribution to Group profit before interest in |

1995 was a loss of £0.2m. }
|

It December 1994 Vickers PLC acquired the share capital of Engstrom MIE Ltd. Estimates of the fair value
adjustrrents to the acquisition balance sheet were made at the end of 1994 and have now been revised

following full review, with adjustments included as 1995 items.

{b} Acquisition of Aquamaster-Rauma Ltd

Book Accounting Fair value Fair
value policy alignment adjustmeencs Vilue
Lm Lm Lm Lm
Fixed Assets 6.2 - - 6.2
Current Assets 14.9 0.3) - 14.6 |
Current Liabilities (8.9) {0.8) - 9.7
|
Net Assets Acquired 12.2 (1.1) - 11.1 |
Goodwill 24.5
Consideration 35.6
Consideration paid 36.2 :
Cash and cash equivalents acquired (0.6)
35.6
(c) Acquisition of Vickers Bridging
Book Accounting Fair value Fair
value poticy alignment adjustments Value
Am Am £m £m
Fixed Assets 3.9 - - 3.9
Current Assets 12.0 (5.3) - 6.7
Current Liabilities (5.6) - - (5.6)
Net Assets Acquired 103 (5.3) - 5.0
Goodwill 192

Considercation paid 24.2
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(d) Acquisition of Cosworth Intelligent Controls

Book Accounting Fair value Fair

value policy alignment adjustments Value

Lm Am Lm Lm

Fixed Assets 1.6 0.9 - 0.7
Current Assets 2.3 - {0.1) 2.2
Current Liabilities (1.0} - - {1.0)
Net Assets Acquired 2.9 ©.9) (6.1) 1.9
Goodwill 6.5
Consideration 8.4
Consideration: Paid 5.4
Deferred 0.6

Borrowings acquired 2.4
8.4

(¢) Adjustments to the fair value of Engstrom MIE Ltd

1994 1995 1993 Adjusted

Fair Accounting Fair value Rair

value policy alignment adjustments value

Lm Am Am Lm

Fixed Assets 0.3 - - 0.3

Current Assets 3.6 - (1.0) 2.6

Current Liabilities (3.3) - 0.7 4.9

Net Assets Acquired 0.6 - (1.7) (1.1)
Goodwill Adjustment 1.5
Consideration Adjustment 0.2)

(f) Closure of Vickers Medical International KK

During 1995 Vickers Medical Intemational KK, a Japanese subsidiary of Vickers Securities Ltd, was closed.
The loss arising was £0.2m, increased to £0.3m by adjustment for goodwill previously written off to reserves.

{z) Disposal of nbn Medizin Elektronik GmbH.

The 1994 disposal by Vickers International Lid of its interest in nbn Medizin Elektronik GmbH resulted in
a further loss of £0.2m in 1995. ‘




Notes to the Accounts

2 SEGMENTAL INFORMATION Operating profit
before restructuring
and other

Turnover exceptional costs Nert assets

1995 1994 1995 1994 1995 1994
Am fm  fm fm  fm  fm

Principal acdvides

Automotive 3971 287.0 40.9 21.0 86.5 79.1
Defence Systems 353.7 12641 15.9 12.7 (6.6) 1.4
Propulsion Technology 238.2  160.8 17.1 1.0 84.4 60.4
Medical 1229 1188 0.9 6.0 711 63.2
Other activities 333 353 36 1.8 437 456
Associated undertakings - - - 9.0 8.7

1,145.2 7280 78.4 525 288.1 258.4

Inter-segment sales (1.4) (0.8)
Unallocated net assets 10.0 14.8
Taxation (26.8) (19.7)
Dividends (14.5)  (10.1)
Sales to third parties 1,143.8 727.2

Operating profit before restructuring
and other exceptional costs 78.4 52.5

Total net assets : 256.8 2434

Openating profit
by origin
(before restructuring
Tumaover Tumover and other
by destinztion by origin exceptional costs) Net assets

1995 1994 1995 1994 1995 1994 1995 1994
£gm  fm  Lm fm fm fm fm fm

Geographical segment

United Kingdom 408.7 2459 8721 5187  59.% 483 177.6 1720
North America 2071 1662 1907 1669 135 43 571 592
Continental Europe 190.0 1529 175.6 1283 62 03  63.6 410
Asia/Pacific 3265 1187 80 28 (04 (05 (02 09
Rest of the World 11.5 435 0.2 - - 0.1 - 0.1

1,143.8 7272 12466 8167 78.4 525 298.1 2732

Inter—segment sales (102.8) (89.5)
Taxation . (26.8) (19.7)
Dividends (14.5) (10.1)
Sales to third parties 1,143.8 7272 1,143.8 7272

Operadng profic before restructuring

and other exceptional costs 78.4 52.5

Total net assets 256.8 2434
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Reconciliation of total net assets:

1995 1994
Am Lm
Net assets as shown in the Consolidated Balance Sheet 278.8 294.8
Exclude interest—bearing assets and liabilities:
Cash and deposits (134.3) (120.6)
Borrowings falling due within one year 73.9 31.9
Borrowings falling due after more than one year 384 373
256.8 243.4
1995: Restructuring and other exceptional costs Propulsion Other
Automotive  Technology Medical Activities Total

£Am Lm Lm Lm Lm

{a) Reestructuring costs

United Kingdonm (1.3) (0.6) - - (2.1
North America - - (1.0) - (1.0)
Continental Europe - - (1.3 - (1.3)

{1.5) (0.6) (2.3) - 4.4

(b} Exceptional litigation costs
North America - - - 0.6) {0.6)

(1.5) (0.6) (2.3) (0.6) (5.0)

1994: Restructuring costs Propulsion
Automotive Defence  Technology Medical Total
Lm Lm Lm Lm Lm
United Kingdom - (3.0) 0.9) - (3.9)
North America - - - 0.2 0.2)
Continental Europe (0.6) - - 2.0 (2.6)

(0.6) (3.0) (0.9) (2.2) 6.7)

Net interest receivable and other similar items is a Group item and is not allocated to business activities or
geographical segments.



Notes to the Accounts

3 OPERATING PROFIT

1995 1995 1994 1994
Lm ALm £Lm Lm
Tumover 1,143.8 727.2
Cost of sales — ongoing (919.6) (545.7)
— restructuring 0.2) (0.3)
(519.8) (546.0
Gross profic 224.06 181.2
Administrative expenses — ongoing (141.5) (125.7)
— restructuring and other exceptional costs {4.8) {6.4)
(14633) (132.1)
Distribution costs — ongoing {5.8) 4.4
— restructuring - -
(5.8) @4
Other operating income 1.5 1.1
Operating profit 73.4 458
1995 1994
ALm Lm
Operating profit is after charging:
R.esearch and development 43.5 211
Depreciation:
Depreciation on owned assets 34.0 26.1
Depreciation on leased assets 0.4 0.3
Auditors’ remuneration:
Audit fees 1.0 0.9
Non—audit fees 0.4 0.2
Operating lease charges:
Hire of plant and machinery 2.4 21
Other lease charges 31 2.3
After crediting:
Rental income, less outgoings, from properties 0.1 0.2
Profit on disposal of fixed assets 1.4 03
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4 NET INTEREST RECEIVABLE AND OTHER SIMILAR. ITEMS

1995 1994
Lm Lm
Interest payable and similar charges:
Borrowing totally repayable within one year (3.3) (3.3
Borrowing totally repayable between one and five years 2.8) 2.0
All other borrowings (0.5) 0.6)
(6.6) 6.5)
Interest capitalised 0.8 0.2
Interest receivable 7.9 7.7
21 1.4
5 TAXATION
1595 1994
Lm Am
United Kingdom taxation:
Corporation Tax (26.5) (8.5)
Deferred taxation 6.0 (1.6)
Overseas taxation:
Current taxation (3.4) 2.9
Deferred taxation 0.1 -
Prior years 0.6 0.9
(23.2) (i2.1)

The United Kingdom tax charge computed at 33% has been reduced by ,£2.4m (1994: £13.2m) due to
utilisation of Advance Corperation Tax written off and losses brought forward.

& DIVIDENDS
1595 1994
Am Am
Non-equity - Preference, paid March and September 0.4) {0.4)
Equity - Ordinary:
Interim of 2.4p, paid October 1995 {(7.9) 5.8)
Proposed final of 4.3p, payable May 1996 (14.4) 9.9)

(22.7) (16.1




Notes to the Accounts

7 EARNINGS PER. SHARE

1995 1994

£m £m

Shareholders’ profic 51.8 32.6
Preference dividends (0.4) {0.4)
Profit for FRS 3 EPS calculation 51 322
Adjust for the after—tax effect of the loss on disposal of subsidiaries 0.5 2.4
Profit for normalised EPS calculation 51.9 34.6
Average number of 50p Ordinary Shares 330,619,514 329,282,043

The dilutive effect of unexercised options on earnings per share is not material.

8 PROFIT AND LOSS ACCOUNT OF VICKERS P.L.C.

In accordance with Section 230 of the Companies Act 1985 the Profit and Loss Account of the Company
is not presented as part of these Accounts. The shareholders’ profit of the Company amounted to £9.7m
{1994: £21.3m).

9 PENSIONS

The Group operates a number of pension schemes both in the United Kingdom and overseas. The major
schemes are the two main schemes established in the United Kingdom, the Vickers Group Pension Scheme
(“VGPS") and the Rolls—Royce Motors Pension Fund (“RRMPF”). Both are defined benefit schemes, and the
pension costs relating to these Schemes are assessed in accordance with the advice of qualified actuaries using
the Projected Unit Cost Method. The assets of the Schemes are held in separate trustee administered funds.

None of the overseas schemes is material in a Group context.

The net pension charge for the Group was £4.8m (1994: £3.7m) of which £2.0m (1994: £1.3m) related to

the overseas schemes.

At the date of the last actuarial valuation (March 1995) the market value of VGPS and RRMPF assets was
£554m. In accordance with the relevant Accounting Standard, the schemes’ actuaries have carried out
valuations of these schemes for the purpose of assessing the pension costs. This indicates that the actuarial
valuations of the assets of both schemes were approximately 120% of the funds that had accrued to members.
On the same basis, the actuarial surpluses of these schemes totalled £98m. The assumptions which have the
most significant effect on the resuits of the valuations are those relating to the rate of return on investments and
the rates of increases in salaries and peusions. It has been assumed that the investment retarn would be 9% per
annum, that salary increases would average 7% per annum and that present and future pensions would increase
at the rate of 5% per annum. Differences between the amounts charged in the Accounts and the amounts
transferred to the Schemes are shown in Note 17 (£20.2m (1994: £19.0m) in Prepayments falling due after
more than one year) and in Note 18 (£3.3m (1994: £6.0m) in Other creditors falling due zfter more than

one year).
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10 EMPLOYEES
(a) Number of employees

1995 1994
The average number of employees during the year was made up as follows:
Production 4,443 3,974
Selling, distribution and administration 5,184 5,144
9,627 9,118
(b) Employment costs
1995 1994
£Lm Lm
Employee costs, including those of Executive Directors:
Wages and salaries 204.8 179.9
Secial security costs 21.7 200
Other pension costs 4.8 37
231.3 203.6
11 TANGIBLE ASSETS
Plant, Oflice
Land &  machinery fumiture & Construction
buildings & vehicles  equipment Tooling  in progress Total
(2) Group Lm Am Am Lm Lm Lm
Gross book value
At 1 January 1993 149.3 140.2 37.0 65.0 39 395.4
Exchange adjustment 1.4 2.2 0.5 - - 4.1
Capital expenditure 1.5 22.4 6.7 244 18.0 73.0
Acquisitions 38 6.6 - - - 104
Transfers 0.1 0.2 0.2 0.1 {0.6) -
Disposals (5.8 (3.5 {0.2) - - (9.5)
At 31 December 1995 150.3 168.1 442 89.5 21.3 473.4
Depreciation
At 1 January 1995 19.3 88.3 27.1 334 - 168.1
Exchange adjustment 0.4 1.5 0.2 0.1 - 2.2
Provided during the year 39 14.7 39 11.9 - 34.4
Disposals ' {0.8) (2.5) 0.2) - - (3.5
At 31 December 1995 228 102.0 31.0 45.4 - 201.2
Net book value at
31 December 1995 127.5 66.1 13.2 44.1 21.3 2722
31 December 1994 130.0 51.9 9.9 3.6 3.9 2273
Non—depreciable assets
at 31 December 1993 39.1 2.3 - - 2.6 44.0
Leased assets at 31 December 1995 - 0.1 0.1 - - 0.2

Net book value includes capitalised interest of £3.7m (1994: £3.4m).
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i1 TANGIBLE ASSETS continued,

Plant,

Office

Land & muachinery fumiture & Counstruction
buildings & vehicles  equipment Tooling  in progress Tetal
(b} Company Lm Lm Lm £m Lm Lm
Gross book value
At 1 January 1995 51.1 47.2 121 3.6 7 117.7
Capital expenditure 0.2 11.4 37 1.8 16.5 33.6
Transfers (0.1) 0.3 0.1 - (0.3) -
Disposals 6.2) 1.0 - - - (1.2)
At 31 December 1995 51.0 57.9 15.9 5.4 19.9 150.1
Depreciation
At 1 January 1995 g1 25.9 9.1 1.4 - 45.5
Provided during the year 1.6 5.3 1.3 09 - 9.1
Disposals - {0.6) - - - (0.6)
At 31 December 1995 10.7 30.6 10.4 2.3 - 54.0
Net book value at
31 December 1995 40.3 27.3 5.5 3.1 19.9 96.1
31 December 1994 420 21.3 3.0 2.2 37 72.2
Non—depreciable assets at
31 December 1995 10.2 - - . - 2.6 12.8
At 31 December 1994 leased assets of £0.1m were included in the net book value of plant, machinery
and vehicles.
Group Company
Long Short Long
Frechold leaschold leasehold Frechold feasehold
{(c) Land and buildings Lm Lm ALm Am Lm
The gross book value of land and buildings
at the end of the year comprises:
Cost 49.5 5.8 0.5 23.0 1.5
Valuation as at November 1988 58.6 1.8 - 148 -
Directors” valuation as at November 1992 324 1.7 - 10.0 1.7
140.5 93 0.5 478 32
Group  Company
ALm £m
On an historical cost basis land and buildings would have been included 2s follows:
Cost 99.1 36.8
Accumulated depreciation (21.9) {10.8)
Net book value at 31 December 1995 77.2 26.0
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12 CAPITAL COMMITMENTS

Group Company
1995 1994 1995 1994
Lm Lm Am Lm
OQustanding contracts for capital expenditure 27.3 14.3 115 11.9
Further capital expendicure authorised 13.0 33 3.4 0.9
40.3 17.6 14.9 12.8
13 OPERATING LEASE COMMITMENTS
Other
Property leases operating leases
1995 1994 1995 1994
Am  fm  Lm  fm
Annual tentals payable on leases expining:
Within one year 1.2 03 0.5 0.8
Between two and five years 2.5 0.9 1.3 0.6
Beyond five years 2.1 1.5 1.5 0.7
5.8 27 33 2.1
Company operating lease commitments are not material,
14 INVESTMENTS ~ SUBSIDIARY UNDERTAKINGS
Cost  Provisions Net
Lm Am Lm
At 1 January 1995 502.2 (i7.6) 484.6
Adjustment to purchase consideration (0.2) - {0.2)
At 31 December 1995 502.0 (17.6) 484.4
A list of principal subsidiary undertakings is given on page 71.
15 OTHER INVESTMENTS
Associated Other
undertakings investments Total
Am Lm Lm
At 1 January 1995 8.7 0.1 8.8
Exchange adjustment 0.1 - 0.1
Acquisitions 0.3 - 03
Disposals 0.1) 0.1 0.2)
At 31 December 1995 9.0 - 9.0

In the opinion of the Directors, the value of the investments is not less than their net book value.
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16 STOCKS AND WORXK IN PROGRESS

Group Company

1995 1994 1995 1994

£m  Lm fm fm

Long—term contract work in progress 219.3 2575 2010 2364

[nstalments on account

(177.4) (224.6)

(167.4) (203.5)

419 329 33.6 329
Other work in progress 58.0 41.3 8.5 8.5
Instalments on account {4.9) (3.5) (0.4) (0.4)
53.1 37.8 8.1 8.1
Net work in progress 95.0 70.7 41.7 41.0
Materials, bought out components and general stores 57.4 447 59 5.0
Finished goods 43.4 51.6 0.2 0.1
Total stocks and work in progress 195.8 167.0 47.8 46.1
Instalments in advance of contract expenditure have been shown separately within Other Liabilities in
Creditors.
17 DEBTORS
Group Company
1995 1994 1995 1994
Am Lm 4m Lm
Amounts falling due within one year
Trade debtors 176.4 1949 49.5 1026
Amounts recoverable on contracts 7.5 11.6 - -
Amounts owed by subsidiary undertakings - - 2131 1164
Other debtors 1.7 13.0 4.7 58
Prepayments and accrued income 9.9 5.9 4.0 2.8
2055 2254 2713 2276
Amounts falling due after more than one year
Trade debtors 0.9 1.0 - - -
Advance Corporation Tax recoverable 3.7 2.5 3.7 2.5
Other debtors 1.2 0.6 0.3 0.1
Prepayments 20.2 19.0 20.2 19.0
26.0 23.1 24.2 21.6
Total debrors 2315 2485 295.5 2492

At the year—end £18,000 was outstanding in respect of a relocation loan made to an Officer of the Company.
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18 CREDITORS

Group Company
1995 1994 1995 1994
Am  Lm  Lm  Lm
Amounts falling due within one year
Loans and overdrafts 73.8 31.8 66.7 23.9
Obligations under finance leases 0.1 0.1 - -
Borrowings 73.9 31.9 66.7 239
Instalments in advance of contract expenditure — received 70.3 71.4 37.2 28.3
- receivable - 42.3 - 42.3
Trade creditors 1233 107.3 55.4 56.5
Amounts owed to subsidiary undertakings - - 389.0 32538
Loans from associated undertaking 8.2 82 8.2 8.2
Accruals and deferred income 81.3 56.5 16.8 17.6
Taxation on profits 32.6 17.5 10.1 6.7
Orher taxation and social security 7.3 4.5 31 2.5
Proposed dividends 145 10.1 14,5 10.1
Other creditors 43.0 24.6 23.6 18.8
Other liabilides 3805 3424 557.9 516.8
Total amounts falling due within one year 454.4 3743 6246 5407
Amounts falling due after more than one year
Loans and borrowings 38.4 37.2 37.2 35.3
Obligations under finance leases - 0.1 - -
Borrowings 38.4 373 37.2 353
Trade creditors 0.6 0.9 - -
Taxation on profits (due 1996) - 0.9 - -
Other creditors 15.5 17.3 1.4 1.6
Other labilites 16.1 19.1 1.4 1.6
Total amounts falling due after more than one year 54.5 56.4 38.6 36.9
Borrowings repayable in:
One to two years 0.3 0.3 - -
Two to five years 37.5 35.8 37.2 35.3
Over five years 2001 — 2011 0.6 1.2 - -
38.4 37.3 37.2 35.3
Not wholly tepayable within five years 0.8 1.7 - -

Borrowings of Group companies are secured, by way of charges on fixed assets, to the extent of £2.6m

(1994: £1.9m). The Company’s borrowings are unsecured.
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19 PROVISIONS FOR LIABILITIES AND CHARGES

Acquis- Reorgan- Other  Deferred

Warranty itions isationn  liabilities  taxation Total

(a) Group Lm Lm Lm Lm Lm ALm
At 1 January 1995 28.1 02 5.8 77 4.9 46.7
Exchange adjustment 0.4 - - 0.4 - 0.8
Provided 22.4 - 4.4 4.4 - 31.2
Future tax benefit - - - - (6.5} {6.5)
Aquisitions 1.0 - - 0.3 - 1.3
Used (8.2) - GO (2.0 - (13.3)
Released (5.3) 0.1) (0.9) {0.4) - (6.7)
Transfer to prepayments - - - - 1.6 1.6
At 31 December 1995 38.4 0.1 6.2 10.4 - 55.1

(b) Company

Atl January 1995 132 02 31 39 - 204
Provided 7.1 - 0.5 1.2 - 8.8
Furture tax benefit - - - - 2.5 (2.5)
Used 01 {0.) (28 - (0.1 )
Released 52 - - (0.2) - (5.9
Transfer to prepayments - - - - 2.5 2.5
At 31 December 1995 15.0 0.1 0.8 4.8 - 20.7
Group Company

1995 1994 1995 1994

(¢} Deferxred taxation Am Lm Am Lm
Excess capital allowances over accumulated depreciation 0.2 02 - -
Provided against property sales 3.6 3.6 - -
Other timing differences — United Kingdom (6.9) - (2.5) -
— Overseas 0.6 1.1 - -

(1.6) 49  (2.5) -

The potential liability for taxation, which has not been provided in the amounts shown above because payment

is unlikely to be required in the foreseeable future, is:

Excess capital allowances over accumulated depreciation 15.8 16.1 6.0 5.3
Orther timing differences (17.0y (1.3} (84 (8.5
Capital gains on revaluation of properties and rolled—over gains 23.6 22.8 13.0 13.3

22.4 23.6 10.6 10.1
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20 SHARE CAPITAL
Group and Company
Authorised Issued
1995 1994 1995 1994

4m Lm o Lm o fm

Preferred 5% Stock (now 3.5% plus tax credit) 0.8 0.8 0.8 0.8
5% Preference Stock (now 3.5% plus tax credit) 0.7 0.7 0.7 0.7
Curnulative Preference Shares and Stock (now 5% plus tax credit) 7.0 7.0 6.9 6.9

8.5 8.5 8.4 8.4

Ordinary Shares of 50p each 2285 2285 1664 1648
Authorsed share capital 237.0 2370
Share capital, allotted, called up and fully paid 174.8  173.2

The three Preference classes are of £1 units.

Under the Articles of Association, the profits of the Company available for distribution and any return of capital
upon liquidation are to be applied to the classes of shares in the following order: Preferred 5% Stock, 5%
Preference Stock, Cumulative Preference Stock and Ordinary Shares. All holdess of each class of share are
entitled to receive notice and attend (either in person or by proxy) any general meeting of the Company and
upon a show of hands at such meeting to have one vote. On a poll at a general meeting, the shareholders who
are present in person or by proxy or by a duly authorised representative shall have one vote for every £50

nominal value of any class of Preference Stock and one vote for every £20 nominal value of Otdinary Shares.
The number of Ordinary Shares in issue at 31 December 1995 was 332,842,898 (1994: 329,721,418).

During the year ended 31 December 1995:

{a) 3,121,480 Shares, with a nominal value of £1.6m were issued for 2 total consideration of £4.9m on the
exercise of options under the Company’s Share Option Schemes; and

{b) the following options were granted under the terms of the 1994 Approved Share Option Scheme:
~on 2 March to 49 participants over 1,491,312 shares at a subscription price of 182.00p;
—on 7 March to 4 participants over 822,564 shares at a subscription price of 182.00p;
—on 31 March to 1 participant over 90,000 shares at a subscription price of 187.00p;
—on 5 October to 37 participants over 1,289,508 shares at a subscription price of 250.00p;

(c) The following options were granted under the terms of the 1994 Approved Savings-Related Share
Option Scheme.
—on 3 April to 1,061 participants over 1,948,663 shares at a subscription price of 143.00p; and
—on 11 October to 728 participants over 808,297 shares at a subscription price of 189.00p.

Range of
MNumber of Subscription
Shares Prices Exercisable
Approved Share Option Schemes 6,709,932  81.69p-250.00p 1996-2005

Approved Savings—Related Share Option Schemes 10,100,702 69.50p-189.00p 1996-2001

Wirlenee O E F
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21 RESERVES
Profit Associated
Share  Revaluation and Loss  undertakings
premiunt Teserve Goodwill Account reserves
Group Lm Lm Lm Am Lm
At 1 January 1995 55.5 48.6 (254.3) 263.4 82
Exchange adjustment - 0.2 - 1.6 -
Retained profit for the year - - - 29.1 -
Purchase of minority interest - - 0.1 - 0.1
Premium on share issues 33 - - - -
Goodwill on acquisitions - - (51.7) - -
Goodwill on disposal written back - - 0.1 - -
Reeserves reclassified - (0.8) - 0.8 -
Reealisation of revaluation on disposals - (1.3) - 1.3 -
At 31 December 1995 58.8 46.7 (306.9) 296.2 8.3

The goodwill written off to Reserves comprises goodwill arising on the purchase of subsidiaries of £309.7m
(1994: £277.2m), goodwill arising on the purchase of businesses £29.2n1 (1994): £10.0m) and negative

goodwill of £32.9m (1994: £32.9m).

The amount of unrealised exchange losses {net of gains) on net borrowings at 31 December 1995 included in

reserves amounted to £1.5m (1994: gains (net of losses) £0.5m).

Share R.evaluation Profic and
premivm reserve Loss Account
Company 4m Lm £Lm
At 1 January 1995 55.5 15.0 95.9
Retained profit for the year - - {13.0)
Premium on share issues ' 33 - -
Reeserves reclassified - {0.6) 0.6
Reealisation of revaluation on disposals - 0.1) 0.1
At 31 December 1995 58.8 14.3 83.6
22 CASHFLOW
1995 1994
Am Lm
{2) Reconciliation of operadng profit before restructuring and other
exceptional costs to net cash inflow from operating activities
Operating profit before restructuring and other exceptional costs 78.4 52.5
Profit on disposal of fixed assets {1.4) (0.3
Depreciation charges 34.4 26.4
Increase in stocks (11.4) (24.0)
(Increase)/decrease in debtors 30.0 (70.9)
Increase/(decrease) in creditors (9.4) 90.8
Increase in provisions 12.5 3.1
Net cash inflow before resteucturing and other exceptional costs 133.1 77.6
Nez cash outflow in respect of restructuring and other exceptional costs (6.4} (1.7}
Net cash inflow from operating activities 126.7 75.9
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{b) Analysis of balances of cash and cash equivalents as shown

in the Balance Sheet

Cash Cash
and cash and cash
equivalents Other Total equivalents Oxher Total
1995 1995 1995 1994 1994 1994
Am ALm Lm Lm Am Lm
Cash and deposits 121.2 13.1 134.3 47.8 72.8 120.6
Creditors: amounts falling due within one year
Loans and overdrafts (32.0) (41.8) (73.8) (11.8} (20.0) (31.8)
Finance leases - (0.1} 0.1) - {0.1) .1)
Creditors: amounts falling due aficr one year
Loans - (38.4) (38.4) - (37.2) (37.2)
Finance leases - - - - 0.1 (0.1)
At 31 December §9.2 (67.2) 22.0 36.0 {15.4) 51.4
(c) Analysis of changes in cash and cash equivalents
1995 1994
£m £m
At 1 January 36.0 29.2
[ncrease in cash and cash equivalents before adjustment for foreign exchange rate changes 54.1 7.1
Effect of foreign exchange rate changes (0.9) (0.3)
At 31 December 89.2 36.0
(d) Analysis of changes in financing
Share capital and premium Orher financing
1995 1994 1995 1994
Lm Am Lm Am
At 1 January 228.7 227.0 (15.4) 10.6
Cash inflows/{outflows} from financing 49 1.7 80.7 {25.1)
Effect of foreign exchange rate changes - - 1.9 (0.9}
At 31 December 233.6 228.7 67.2 (15.4)

23 CONTINGENT LIABILITIES

Guarantees and contingencies arising in the ordinary course of business are not expected to result in any

material financial loss to the Group. The Company has guaranteed indebtedness of subsidiary undertakings

totalling £9.2m (1994: £7.8m).

There are lawsuits outstanding against Group companies for damages in respect of certain transactions. The

Directors have been advised that there are good defences in all material actions and do not believe that the

Group is likely to suffer any material loss in excess of the amounts provided.

Virlars DA
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Five Year Review

1995 1994 1993 1992 1991
ALm £Lm £m £Lm Lm
Profit and loss account
Turnover 1,143.8 7272 6896 7185 6522
Operating profit/{loss) 734 45.8 354 {27.5) {25.1)
Associated undertakings - - - - 33
Profit/{Loss) on sale/terrnination
of operations — Continuing operations {0.5) {2.4) - (2.5) (1.0)
— Discontinued operations - - - 0.5 -
Profit/(Loss) before interest 72.9 43.4 354 (295} (22.8)
Net interest receivable/{payable) and -
other similar items 2.1 1.4 {3.1) (7.1} 1.1
Profit/{Loss) before taxation 75.0 44.8 323 (3e8) (21.7)
Taxation (23.2) (12.1) {6.6) 4.0 10.0
Profit/{Loss) after taxation 51.8 32.7 25.7 (32.6) (11.7)
Minority interests - 0.1 {0.1) (0.2) 0.1)
Profit/(Loss) for the financial year 51.8 326 25.6 (32.8) (1.8
Dividends (22.7) (16.1)(10.3) (4.3) (16.2)
Reetained profit/{loss) 29.1 16.5 153  (37.1) (28.0)
Balance sheet
Fixed assets 281.2 236.1 2384 2476 2717
Net current assets 1072 1618 1294 56.9 81.9
Amounts falling due after more than one year (545 (56.4) (51.5) (55.2) (554
Provisions for liabilities and charges (55.1) (46.7) (36.5) {(427) (53.7)
2788 2948 2798 2066 2445
Shareholders’ funds 278.8 2946 2795 2064 2437
Minority interests - 0.2 G.3 0.2 0.8
278.8 2948 2798 2066 2445
Employees
Average number of employees 9,627 9,118 9,406 10,422 12,011
Total wages and salaries (Lm) 204.8 1799 1742 1849 2045
Earnings per share
Earnings/(Loss) per 50p Ordinaty Share:
FRS 3 basts 15.6p 9.8p 8.0p (12.1)p (4.5)p
Normalised earnings basis 15.7p 105p 80p (73)p (9.0




Principal Divisions and Subsidiary Undertakings

Automotive

*Rolls—Royce Motor Cars Limited, Crewe

*Rolls—Royce Motor Cars Incorporated, Paramus,

New Jersey, ULS.A.
*Rolls—Royce Motor Cars International S.A.,
St.—Prex, Switzerland

Cosworth, Northampton
Cosworth Castings, Worcester
*Cosworth Engineering Incorporated,
Torrance, California, US.A.
*Cosworth Intelligent Controls Incorporated,
Nowvi, Michigan, U.S.A.,

Cantieri Riva S.p.A., Samico, Italy

Defence Systems

Vickers Defence Systems, Leeds and
Newcastle upon Tyne

Vickers Ammstrongs Limited, Wolverhampton

Propulsion Technology

Brown Brothers & Company Limited, Edinburgh
*Certified Alloy Products Incorporated,
Long Beach, California, U.S.A.
*KaMeWa AB., Krstinehamn, Sweden
* Aquamaster-Rauma OY, Rauma, Finland
* Aquamaster-Rauma Korea Limited,
Pusan, South Korea
*FF Jet Limited AB, Kokkola, Finland
‘Michell Bearings, Newcastle upon Tyne
*R oss & Catherall Limited, Killamarsh, Sheffield
*R oss Catherall Ceramics Limited, Denby, Derby
Stone Vickers Limited, Erith
*Trucast Limited, Ryde, [sle of Wight
Vickers Aerospace Componerts, Shrewsbury
Vickers Airmotive, Shrewsbury

Vickers Precision Machining, Crewe

Medical

*Air-Shields, Incorporated, Hatboro, Pennsylvania,
U.S.A.

Medelec Limited, Woking

*S & W Medico Teknik A/S, Albertslund, Denmark

*S & W Vickers Lid, Bialystock, Poland

*S & W Elektromedizin G.m.b.H., Hanover,
Gemmany

Vickers Medical Limited, Sidcup

MIE Limited, Exeter

*TECA Corporation, Pleasantville, New York, U.S.A.

*Vickers Medical Espana S.A., Madrd, Spain

*Vickers Medical ltalia S.p.A., Milan, Ttaly

Other activities

*Jered Brown Brothers Incorporated,
Brunswick, Georgia, U.S.A.

*Vickers America Holdings, Incorporated,
Paramus, New Jersey, U.SIA.

Vickers Pressings, Newcastle upon Tyne

Vickers Properties Limited, London

*The whole of the issued share capital of each of the
companies shown is held by Vickers P.L.C. or, where
indicated by an asterisk, by one of its wholly-owned
subsidiary undertakings.

Note:

There are excluded from this list certain operating units -
which do not materially affect the results of Vickers
P.L.C. Al of the companies shown are incorporated,
and operate principally, in the countries indicated. A

full list of subsidiary undertakings will be included with

the Companty’s Annual Returm.
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Notice of Annual General Meeting

Notice is hereby given that the next Annual General Meeting of Vickers P.L.C. will be held at The
Westminster Suite, The London Marriott Hotel, Grosvenor Square, London W1A 4AW on

Thursday, 25 April 1996 at 12 noon for the following purposes:-

To receive and adopt the Annual Report and the audited Accounts for the financial year ended
31 December 1995.

To declare a final dividend of 4.3p per Qrdinary Share in respect of the financial year ended
31 December 1995, payable on 3 May 1996.

To re-elect Sir Colin Chandler a Director of the Company.
To re-elect Mr. M. G. Taylor a Director of the Company.
To elect Lord Gillmore a Director of the Company.

To appoint KPMG Audit Plc as Auditors and to resolve that the Auditors’ remuneration be
determined by the Directors.

As Special Business, to consider and, if thought fit, to pass the following resolutions:~

As Ordinary Resolutions:-

(@)

(b}

(<)

(@

Subject to Inland Reevenue approval, that the Directors be and are hereby authorised:-

to amend the Rules of the Vickers Group 1994 Approved Savings-Related Share Option Scheme (the.
“Scheme™) to permit participants in the Scheme a choice of three or five years savings contracts; to reduce
the monthly minimum contributions by participants under their savings contracts from £ 10 to £5; to
enable employees transferred to a Group company which does not participate in the Scheme to exercise
their options when their savings contract matures if they are in employment at that time with a company
which is an associated company of or a2 company under the control of the company; and to delete the
requirement that an employee of 2 Group company participating in the Scheme must work for at least 20
hours a week to be eligible to participate in the Scheme;

to do all acts and things necessary or expedient to carry such changes into effect including making such
changes as may be necessary to obtain the approval of the Inland Revenue and/or such other approvals as

the Directors may consider necessary or desirable to obtain;

to invite all eligible employees to participate in the Scheme within the period of 21 days following receipt
of Inland Revenue approval of the amendments proposed at {a}, above; and

to do all acts and things necessary or expedient to implement the ofter of participation in the Scheme
following receipt of Inland Revenue approval of the amendments proposed at (a}, above.

To resolve that in substitution for any existing authority and for the purposes of Section 80 of the
Companies Act 1985 (“Section 80”), the Directors be and ate generally and unconditionally authorised to
exercise all the powers of the Company to allot relevant securities, within the meaning of Section 80, up
to an aggregate nominal amount of £53,000,000, at any time or times, provided that such aathority shall
expire at the earlier of the conclusion of the next Annual General Meeting of the Company or 1 July
1997. The Company may make any offer or agreement before the expiry of this authority which would or
might require the relevant securities to be allotted after this authority has expired and the Directors may

allot relevant securities pursuant to such offer or agreement.
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As Special Resolutions:-

{a)

®

(@

10.

@)

(b)

(©

()

To resolve that the Directors be and are hereby empowered to make allotments of equity securities
{as defined in Section 94 of the Companies Act 1985) for cash, pursuant to any general authority
conferred upon them for the purposes of Section 80 of the Compantes Act 1983, as if

Section 89(1) of that Act did not apply provided that such power shall

be limited

(i) to the allotment of equity securities in connection with 2 rights issue in favour of holders of Ordinary
Shares in the Company where the equity securities respectively attributable to the interests of the
Ordinary shareholders are proportionate to the respective amounts then held by them, but subject to
such exclusion or other arrangements as the Directors may deem necessary or expedient to deal with
fractional entitlements or legal or practical problems under the laws of, or the requirements of, any

regulatory or stock exchange authority in any jurisdiction; and

(ii) to the allotmment (otherwise than pursuant to sub-paragraph (i) above) of equity securities up to 2

maximum nominal amount of £8,300,000;

expire at the earlier of the conclusion of the next Annual General Meeting of the Company or 1 July 1997

except to the extent that the same is renewed or extended prior to or at such meeting; and

permit the Company to make any offer or enter into any agreement before the expiry of such power
which would or might require equity securities to be allotted after this power has expired and the
Directors may allot equity securities pursuant to such offer or agreement.

To resolve that the Articles of Association be altered:

By replacing the existing wording of Article 9 (¢) with the following:

“Any direction under paragraph (b) of this Article shall cease to have effect in relation to default shares

after a period of not more than seven days after the earlier of:-

() receipt by the Company of all information requested in the notices served under Section 212 in respect
of such default shares; or

(ii} receipt by the Company of notice that such default shares have been transferred by means of an

approved transfer; or
(i1} if the Board so determines”.

By amending Article 18 (c) by inserting the words “any exceptional” before the words “out of

pocket expenses”.
By amending Article 40 to include the following words at the end of the fisst sentence:

“This power may also apply to partly-paid shares listed on The London Stock Exchange to the extent that

it shall not prevent dealings in such shares from taking place on an open and proper basis.”

By amending Article 49 (a) (iv) by replacing the words “Quotations Department of the Stock Exchange”
with the words “London Stock Exchange™.

a2




(e) By

(2)

(ii)

(i)

)

7

)

replacing the existing wording of Article 105 with the following:

Save as herein provided, a Director shall not at any meeting of the Board vote in respect of any
contract, transaction or arrangement (whether or not constituting a contract) or any proposal
whatsoever in which he has, to his knowledge, any matenal interest, (whether direct or indirect or
through persons connected with him) otherwise than by virtue of his interest in shares or debentures or
other securities of or otherwise in or through the Company, and if he shall do so his vote shall not be
counted, nor shall a Director vote at any such meeting if he has a duty which conflicts with or may
conflict with the interests of the Company, nor shall he be counted in the quorum present upon a
motion in respect of any such, contract, transaction, arrangement or proposal. Subject to his complying
with the provisions of these Articles and of the Statutes with respect to disclosure of his interests, these

prohibitions shall not 2pply to any resolution relating to:

any contract, arrtangement or proposal where a Director is, or may be entitled to underwrite,
sub-underwrite, or participate in respect of an offer as a holder of such securities, shares or debentures

or other securities of the Company or any of its subsidiaries or subsidiary undertakings; or

any contract, arrangement or proposal for giving any Director any secusty, guarantee

or indemnity:

(az) in respect of money lent, or obligations incurred by him or by any other person at
the request of or for the benefit of, the Company or any of its subsidiaries or subsidiary
undertakings; or

{bb) in respect of any debt or obligation of the Company, or any of its subsidiaries or any of its
subsidiary undertakings for which that Director himself has assumed responsibility in whole or in

part under a guarantee or indemnity, or by giving security; or

any contract, arrangement or proposal conceming any other company in which that Director and any
persons connected with him do not, to his knowledge, hold an interest (as that word is used in
sections 198 to 211 of the Companies Act 1985, as amended at the date of adoption of this Article)
and whether as an officer or shareholder or otherwise provided that he is, or such persons are, not the
holder or holders of or beneficially interested in one per cent or more of the issued equity share
capital of such company or of any third company through which his or their interest is derived or of
the voting rights available to members of the relevant company {any such interest being deemed for
this purpose to be 2 material interest in all the circumstances) and provided that there shall be
disregarded any interest in shares held by a Director or such connected persons of the type referred to
in Section 209 of the Companies Act 1985; or

any proposal concerning insurance cover maintained or w be purchased for the Directors or for the

benefit of persons including Directors, in accordance with the provisions of Article 176; or

any arrangement for the benefit of employees of the Company or of any of its subsidiaries or
subsidiary undertakings (including, but not limited to, an employees’ share scheme} which does not
award any Director any privilege or advantage not generally afforded to the employees to whom such

arrangement relates.
For the purposes of this Article:

(i) an interest of any person who is connected with a Director shall be taken to be the interest of that

Director; and

(ii) in relation to an alternate Director, an interest of his appointer shall be treated as an interest of the

alternate in addition to any interest which the alternate has otherwise.




{f} By amending Article 122 by deleting the word “clear” after the words “more than 427,

{g) By amending Article 148 by replacing the words “date of declaration” with the words “date the
dividend was declared or became due for payment”.

(h) DBy deleting Article 149 and substituting the following new Article 14%:

“Any dividend or other moneys payable on or in respect of a share may be paid by cheque or warrant sent
through the post to the registered address of the member or person entitled thereto, and in the case of
joint holders to the registered address of the joint holder whe is first named on the register of members,
or to such person and such address 25 the holder or the first named of joint holders on the register of
members may direct by notice in writing to the Company signed by such holder or holders. Every such
cheque shall be crossed and bear across its face the words “account payee” or “a/c payee” either with or
without the word “only” and every such cheque or warrant shall be made payable to the person to whom
it is sent or to such other person as the holder or the first named of joint holders on the register of
members may direct by notice in writing to the Company signed by such holder, and payment of the
cheque or warrant, if purporting to be duly endorsed, or where unendorsed appearing to have been duly
paid by the banker on whom it is drawn, shall be a good discharge to the Company. Every such cheque
or warrant shall be sent at the risk of the person entitled to the money represented thereby. Any such
dividend or other money may also be paid by any other usuzl or common banking method (including,
without limitation, direct debit, bank transfer and electronic funds transfer} and to or through such person
or such persons as the holder or the first named of joint holders on the register of members may in
writing direct, and the Company shall have no responsibility for any sums lost or delayed in the course of
any such transfer or where it has acted on any such directions.”

By order of the Board
Nicholas Bevins '%}/6\4 tan '6‘77/‘—4\6
Secretary

26 March 1996

Notes

Any member entitled to attend and vote is entitled to appoint one or more proxies to attend and vote (but in
the case of an individual member on a poll only) in their stead; a proxy need not be a member. Completion of
2 Form of Proxy will not prevent members from attending the meeting and voting in person should they so
wish. Proxies must be lodged not later than 12 noon on 23 April 1996.

Holders of Preferred 5% Stock, 5% Preference Stock, Cumulative Preference Stock and Ordinary Shares are
entitled to attend and vote.

Copies of the Directors” service contracts {unless expiring, or determinable by the Company without payment
of compensation, within one year} will be available for inspection at the Registered Office of the Company
during normal business hours from the date of this Notice until the date of the Annual General Meeting, and
at the place of the meeting for a period of fifteen minutes prior to the meeting and during the continuance
thereof.
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Shareholders” Information

Shareholders’ diary

1995

29 September

Interim dividend for 1995 paid on:
Preferred 5% Stock

5% Preference Stock

Cumulative Preference Stock

18 October
Interim dividend for 1995 of 1.75p
paid per 50p Ordinary Share

1996

6 March

Final dividend recommendation
for 1995 announced on Ordinary
Shares, together with results for
year ended 31 December 1995

31 March

Final dividend for 1995 paid on:
Preferred 5% Stock

5% Preference Stock

Cumulative Preference Stock

Analysis of Ordinary Shareholders

25 April

Annual General Meeting to be
held at The Westminster Suite,
The London Marriot Hotel,
Grosvenor Square, London
W1A 4AW at 12 noon

3 May

Final dividend on Ordinary Shares,
if approved, to be paid to
Shareholders on the Register at

26 March 1996

5 Seprember
Reesults for the six months ending
30 June 1996 to be announced

31 December 1995 Number % Holding %
1 -500 9577 4785 2,202,672 0.66
501 -1,000 3678 18.38 2,694,211 0.81
1,001 -1,500 1855 9.27 2,282,861 0.69
1,501 -2,500 2123 16.61 4,141,738 1.24
2,501 -12,500 2039  10.19 9,639,816 2.90
12,501 -60,000 332 1.66 9,557,348 2.87
60,001 -125,000 f16 0.58 10,638,907 3.20
125,001 -250,000 100 0.50 18,174,014 546
Owver 250,000 193 0.96 273,511,331 82.17

20013 100 332,842, 898 100

Corporate bodies represent 94% of the total issued Ordinary Share capital in terms of numbers of shares
held. The remaining 6% is held by individuals. .

Low cost share dealing

The Company’s stockbroker, Hoare Govett Limited, provides a low cost share dealing service, which

enables investors to buy or sell Ordinary Shares in Vickers P.L.C. in a simple and low cost manner. Further

details may be obtained from Hoare Govett Corporate Finance Limited, 4 Broadgate, London EC2ZM 7LE

{Telephone: 0171-601 0101).
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VICKERS PLC

COMPANY PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31ST DECEMBER 1995

Turnover
Cost of sales

Gross profit
Administrative expenses
Distribution costs

Other operating income

Operating profit before exceptional items
Exceptional items

Profit on ordinary activities before interest
Net interest receivable and investment income

Profit on ordinary activities before taxation
Taxation

Shareholders profit for the financial year
Dividends

Retained profit

1995

£m

466.2
(419.2)

47.0

(29.0)
(0.5)
1.1

18.6
(7.8)

10.8
7.0

17.8

(8.1)

9.7
(22.7)

13.0

1994

£m

231.3
{189.3)

42.0
(24.6)
0.5)

1.0

17.9
(15.2)

2.7
21.2

239
(2.6)

213
(16.1)

5.2

This Profit and Loss Account was approved by the Board of Directors on 5th March

1996 and was signed on its behalf by:

@Aﬁ(}w J

R.E.B.Lloyd

RBHead A . R-/ J‘M




