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VICKERS P.L.C. INVESTS IN BUSINESSES TO WHICH ITS 2,
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PARTICULAR MANAGEMENT, TECHNICAL AND

MARKETING SKILLS CAN ADD SIGNIFICANT VALUE.
IN EACH OF THE INTERNATIONAL MARKETS IT
SERVES, THE GROUP IS COMMITTED TO SUSTAINED
EARNINGS PERFOGRMANCE FOR THE BENEFIT OF

SHAREHOLDERS AND EMPLOYEES.
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Pear Shurcholder,
1989 was another very successfil yvear for your Company, with
carmgs growing for the wisth genseeutive year. Pre-tax profits were
F&X 0 mullion, an ineredse on 1988 of 1948 per centand your Boad is
recogiiicndmy an merease in the full year dividend ol 187 puer cent.
Ly B9

Farmuges per share were 233, an inerease of 2047 per cent.: the
wompouny snnua rate olgrowth over the lastsix years has been 27 per
vent T escellent pedlisrmanee reflects the steength and balance of
our pordaho of nematonal businesses,

Our stteeess = alva a buie o the quaduy of v ichers eperng
maiggement, whe have produced gooil growth, even when laeed
wath difficult market conditions m a nunter of seclors,

A Ivnamiv Sear

98D was o parteula i active dear [or sour Company, with the
wale of Howson=Aleraphs and the acquisinon of Ross Catherall being
RIor steps [orsard i the contmuing progress ol our strategy,

Siee the meiger mith Roll-Renge Motors m 1980 our success
M reorpasny e portloln of businesses within Vickers has heen
P et o Jdose knewsledpe of each sector of ety Because ol
this tnderstandiog we have Been able to make the bust deesions on
wheti ferdeguire of sell companies, aed when o retam and deselop
Iiisatigsses o ianmne futon 2 seturns tor shateholders Last vearoin

Pt uen, W domosstiated ourabthty st when newssan toabter
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CHATRMANS
STATEMENT

ation of £245 million, ineluding interesy, in July 19829 was made 4
part of our long-term strategy, Howson-Algraphy had contnbuted
significantly to the progress made by Vickers. However, in recent
years profit growth m that Division had been achieved by mereasing
volume and market share with decreasing margins.

With the advent ol more aipacily worldwide and the industry
trend towands selling a range of graphie arts products as o pachage,
Howson- Algraphy needed (o be part of a large chemical and 1lim
company o contin: 1ty development and remain internationally
competitive, The sale of tus business 10 Do Pomt produeed an
extraordimny profit for shareholders of £125-8 muthon, In our siew,
and 1n the epinton ol commuentators,Lhe Company reabsed masimum
valte [ sharebolders.

With sharcholder value m ommnd, T woukl hke o comment
an views awpressed by Sir Ron Brierley, Charman of industrial
[ty tPacilie) Dinmted OF Phoa company registered m Hong Kong.
Throagh g subsiduny company, [P now holds 1822 per vent
ol Vichers Ordindary Shates

In discussion, Sir Ron has aired s opsmion that we should self
Rolls=Ronee Motor Cars Tleel that Tshould clardy the ssues mvolsed

Rolls Revve Motor Cars has throved smee 1t has been pant of
Nhers PE O oamd has been able o mvest in advaneed sroductmon
egupmant, pew procdros amd new market sirategtes The provwth n
pslit om Rolls-Renve Motor ¢ as has been vers satilacton, g
vl the st ey vedass Trnm L1394 mukhon w L2237 wulien, Liteh
eanst the backgronnd of aeberse aorretoy Lo tors

The potenind e datare camings grow th hus adse hoon cosisedan-
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Ably enbaaced lollowiny e ge-gstablsliment of the Bentley
mgue anyd the anductton over the bl ken years ol pew
medel s such s the Tisrho R, whih command o high prce. 1his
process nl model developrent wall continue.

The clewr nnderstanding by the management of Yickers ol
Fhe unigue position of Rolls-Royee Motor Cars in the swiemotive
nruket fus been an important factor in its successful deselopment.

Jtas relevant to remember thal duning the 19705 when Rolls-Royee
Mators wits gn independently gu fed and Jargey single produet
compny, significant changes in narket demand eaused exageerated
stode marker reaaion leading to instabilty in the share price. The
stubifity provided by Vickers has played a key partin the success of the
management of Rolls-Royee Mator Cars,

Your Board hus carcfully investigated and considered the
consequance: of o separately quoted Rolls-Royee Motor Cars aud
lirmly conintded that there wounld be no significam incremental
vilue Lo Vickers shireirolders in the longer lerm,

Following the sale of other luxury motor car manufacturers
torhigh prices, there have been atiempts to draw a parallel with Rolls-
Royee Motor Cars, Rolls-Royee and Bentley molor cars are & unique
autemotive praduct, the suceess of which is based on quality and
cxclusivity,

Manufseturingand sales velures have to be carefullyco-ordinaied
and controlled to maintain the prestige ofthe marques.Anydeparture
from this practice which would require rapidiy increasing production
would be very damaging.

Rolls-Raoyee Motor Cars is o very valuable company within Vickers,
where it is elearly understood and where maximum long-term value
for sharcholders can be realised,

Actuisition of Ross Cuotherall

At the time of the sule of Howson-Algraphy | made it clear thal
despite high interest raites Vickers would not be content 10 maimain
large cash balances: we would scek Lo acquire companics that fit
within our strategy of being a world leader in all the areas in which
we operate. [ am delighted that at the end of 1989 we acquired just
such a world leader, Ross Catherall Group PLC, for £1062 million.

Ross Catherall produces specialised materials, largely for the
acrospacs markel, including high quality superalloys, special steels
and high technology ceramics, as well as investment castings for
wutomnotive turbochargers and other applications. Uts products are
sold widely (hroughout Europe, the U.S.and (he Far East and it holds
the neeessary approval from all the world’s leading acro-engine
manufactirers.

This acquisition, when put alongside our existing zas turbine
components Division, Vickers Pregision Components, has given usa
vary strong interational aerospace presence, fully capable of
exploiting the growing opportunitics in this seciur.

DIVISIONAL PERFORMANCE IN 1¥89

Rolls~Royae Muotor Cars

The success ol Rolls-Royee Motor Cars costinued in 1989, witha 16
pet cent. increase in worldwide retail sales, However, profit was still
affectad by adverse currency factors relating to the US. Dollar.
Exceptional retail sales growth included 17 per cent in the UK.,
57 per cent. in Europe and 63 per cent. in the Far Bast in North
Awmicrica, sitles were maintained af 1988 levels despite the weak
murket for lugury ¢ars i the United Stales.

Thera was inereased expenditura on research and development in
1989, whead ol the aytumn lsunch ol the Rotls-Royee Silver Spirit 11,
Silver Spur U, Corniche [T and new Dentley models, The new
ruodals were very well weeelved by press, public and dealers, with

the new computer-wontiolled suspenraon system bamg doclaned o
wotld leader by commentaton,

Defence mml Acrospace

I has been a year of sound achievement by Vichers Delence
Systems, The development contract for Challenger 2 announced
[ecember B8 gave Vickers some tough milestones 10 meet, [ am
happy 1o say that the Division has kept ahead of programme for the
completion of the prototypes in Septeniber 1990,

The Division was also awarded Turther contrtets for Challenger
armoured repitir and recovery vehicles in 1989, Development trials
have been completed and the jmtial production batch is on schedule

As indieated in my Interim S uement, profits in 1989 were at a
lower leve) than 1988, refiecting the timing of profils available on
MIOr CONRACLS,

Polilical events in Fastern Burope will elearly have an effect on the
defence industey as a whole. However, Vickers Delence Systems has
the widest rapge ol armoured fighting vehicles of any single
manuticturer in the world and a long history of international sales,
The Division is in a good position to respond quickly 10 overseas
arders,

In the House of Commons on 6 February 1990, when questioned
aboul tanks for the British Army, the Secretary of State for Defence
siated: “Certuinly, Army reductions and the proposals in C.F.E.
(Conventional Forces Europe) invelve some reductions in tanks on
either side but there is no doubi that, even within that frnmework, we
have certain problends with the age of the presenl tank components
and we need Lo ensure that we have a modern tank capability. ] think
that there is a prospect of significant purchases olftanks and it is worth
puliing that on record”,

Medical Equipment

Vickers Medical Division continues Lo make progress. Demand in
Burope for neurodiagnostic equipment has been strong and the
setting up of Vickers Madical Interational as a direct Europesn
distribution, sales and service network has led 1o a closer relatiors
ship with customers. A number of new medical products ware
successfully launched in 1989 and a reciprocal distribution agree-
ment for neurodiagnostic equipment was concluded with NE.C-
SanEt ol Japin,

Our medical companics now have inlegrated international manu-
facturing and markeling organisations for all three product areas -
neonatal incabators, monitoring and neurodiagnostic cquipment.
We look forward to he benefits of this coming through in 1990,

Marine Enpincering

In 1989 the Marine Engincering Division produced a nopteworthy
recovery, retuening to geeeptable levels of profitability in & marine
eogineering market that is still at a low ebb in most parts ol the world,
The concentration on improving margins by increased productivily
and better customer focus has produced much improved resudis
throughout the Division.

Oflter Activities

Whilst ourother activities are relativelysmiall, Crablree Vickers had
a steady year, during which it reeeived the largest order in its history.

Special praise is due 1o Vickers Pressings which has made
tremendous progress during the Jast few years as a key supplier to
major motorearmanufaclurersin the UK. and Europe. Te sueeess of
ha workforce at Pressings in improving both gality and productivity
is o fing example for any business, barge or small,

Profits arising ut Vickers Properties were signilicantly lowes 1989
at L5 millon, compared with £51 mullion in 1988, The 5. .7ty
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rrY™ had hd hd

fewstuatm mentopad i the S988 Directors' Repart has oo been
copapleted and the fesultmy surplus of X630 nulon oy been
welwded m the Group Bevaluenon Reserve

Ensfrunmental Mailers

Vickers believes that industry should be an integral parl of the
sommunily inwi 5 B opentes. All pans ol the Group have been
eneouraged 1o ensure that they are semsitive to the elivct ol their
detisitie. on the ocal community and on the enviromnent ssa whole,
We continue 10 monitor this closely and, in 1989, initined an
exantination of all Vichers sites around the world 10 eoable us 1o
maintain the highest standasds of responsibility.

Dicectors

At the Aunual General Meeting on 26 April 1990, Ron Taylor,
Managing Director ol Viekers sinee 1987 and an employee of the
Compuny since 1958, will retira,

Ron Taylor’s contribution to this Company has been
irameasurable. Throughont his career as an accountant, operating
manager and Managing Director, he has provided an example of
leadarship and management ability from which we can alllearn, Under
his guidance Howson-Algraphy was built up from a small business
iato the world's third Jargest lithographic plate manufcturer,

Itis to Ron's eredit that he recognised and brought to the Board’s
atrention rhe logie of selling Howson-Algraphy when the time was
right. He has nevershirked from making dzeisions inthe best mterests
of the sharcholders, even when these decisions have been personally
difficult. His suppuort and the warmith of his friendship will be long
remembered by all those wio have worked with him.

Tony McCann left Vickers at the end of 1989 10 sel up his own
consultancy, He became part of the Vickers senior management
team as Planuing Director at the lime of the mergerwith Rolls-Royce
Motors, which he had joined in 1977 Tony takes much of the credit
for developing the restructuring plan tha Vickers has {oliowed.

1a November 1989, Sir Colin Chandlerjoined the Board of Vickers
and became Mansging Director in succession to Ron Taylor on
1 Junuary 1990, Sir Colin worked for British Aerospace in a number
of senior executive pesitions before being seconded to the Ministry
of Defence as Head of Defence Export Services Organisation,

He brings to Vickers wide industrial experience and knowledge of
international markets, His experience will further strengthen the
management of the Company as we continue to pursud oursuccessiul
strategy into the 1990s.

1t also gives me great pleasure to welcome Des Mawson as an
Executive Director, following our acquisition of the Ress Catheradl
Group.

Dividend

The Board is recommending a final net dividend of 5-6p per 50p
Ordinary Share, making a total 6f8:9p forthe year compared with7:5p
for 1988.

Employces

Quce again we owe so much lo the hard work and 1oyalty ol allthe
eraployees of the Campany throughout ihe world, With (heirsupport
the 1990s will be a dynamic and suceessful decade for Vickers.

fn particufar, 1 must pay tribute to Roger Cra'ster, awarded an
M.V.0,by HerMajesty The Queen. Along-timeservant ol Rolls-Royee
Motor Cats, Rugerstarted as an epprentice at Derbyin 1933,eventually
bacame Export Mimager and a Ley part of the Rolls-Royee inter-
national siles operation. Formany years he has also been responsibie
for our exerlent relationship with the Royal Mews over the many
Rolls-Royee motor cats used as Royal wansport.

Prospecty

Your Company has a stong Balance Sheet and a range of high
quahty products and brands. Vickers s particutady well pliced (o
produce earnings prowth despite a more dilticult economue climate,

Run Yaylon who retines
at the A.G.M. in April
this yeurn
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26 February 1990
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Worldwrds «ales prwth for Rolls-Royee and Bentley motor cars
wintinged dunmy 1989 Total sales of £253:2 miillwn were achieved,a
23 per cont vaease aver the provious yeor Peofit before interest
tse 1 KA7 nallion,

Throughout the sear there was a substaotial inerease Indemand for
Rotls-Rowee and Rentley motorcars nmost parts of the workd, feading
v an inercse inoverd! retui sales of 16 per cent. The only exceplionto
the trend was the United States, but even there Rolls-Rovee and
Bentley sales remuuned at 1988 lavels whilst other luxury car
ntanuficturers experieneed 4 significant decline.

Asa result ofsuceessiul markel davelopment,demand has beconie
more evenly spread throughout the wordd., Over 65 per cent, of
production was exported in 189 and the most dramatic growth wils
experienved in the Furopean and Far East markets where retail sales
were up nearly 50 per cent. in both. An increase of 80 per cent, was
recorded in Japan, a padicularly noteworthy performance following
similar substantial inereases in the fast fow years,

The strong petormance in Europe was achieved across all
countries, with particular progress being attained by the top of the
range Comiche and Conmtinental models.

Relail sales of over 1,000 were achieved in the UK. market,a 17 per
cent.ncicase over last year's performance. Many dealers have invested
in expunded and improved facilities in the UK., and Rolls-Royce
and Bentley sales recorded a growth rate of almost double that of the
total market Jor cars in the UK,

The main promotional event of the year was the worldwide
launch of the 1990 Rolls-Royee motor cars. Dealer reaction At o series
ol'events in Scotland, Australiaand in the Upited States wasextremely
pasitive, This was followed up by a succession of fivourable media
reports,

Mroduct development and marketing emphasis has been placed on
maintaining the posilion of Rolls-Royee as the leading marque and
enhancing the essential character of the motor ear. The incorporation
of a number of major new features led to the intcoduction of the
new models as Silver Spitit L1, Sitver Spur 11 and Comiche 11

In partienlar, the new computer-controlled suspension system
providing automatic ride control, was acclainyed as a major break-
through. Rolls-Royee Motor Cars now has 4 worldwide lead in the
introguction of a suspension system which adapts to both driving
conditions and driver, to give the most comfortable and safest ride
for the speed and the conditions,

From 1990 all Rolls-Royee and Bentley motor cars are able (o run
onunteaded fuel without modilication,and owners oToldermotorcars
have the opportunity of having their cars converted [ree of chirge.

, (U

4

‘The 1990 range of
Rolls-Royee notor cary
receised wide acclaim from
custamers, dealers and
the pross, A principal new
feature of the range §s the
worlt’s post advanced
uytomatic ride control.
This eomnpiter-aided system
(teft) adjnsts the suspension
in milliscconds to provide
the ighest dnndards
of ride wird comfurt,
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MOTOR CALS
CONTINUED

1935 also saw signilicant developrents in manelacturing svstems,
Lawilny dewelopmients and investmeni in new toolmg. Researdh and
devetopment spending during the year totalled £137 pullion, whike
investmetd in new equipment and woling amounted o £2235 nultion

A new £10 mitlion paimt plant was comnussioned during the vear
This important investment will enable Rollv-Rovee o enhanee and
update paint processes and keep an the vangt.aad of new paint
technology, New computerscontrolled maching ook bave been
instabled to provide a more eflicient (Tow ol companents.,

Investment and improvement i the whole of the manufacrng
and plnming system has continned, The new  computer-based
planrwng system bas resulted noan increased leaibility, increastng
ability o switeh production easily between models. This aliows
the company to respond guickly to changes w demand, without
Jass ol output.

Between W8 and 1990 Rolls-Royee has suecended in mproving
tuel consumption by over 20 per centamd, by the mid-1990sthe am is
tovachueve aftirtier 28 percentimprovement Any improvement las i
direet benelivial impact on atmospherne pollution.

Specialist Lngiuey
A pood Bevel of demand dor spares Trom Spectalist Fogimes was
maintained throughoeut 984, In additon, severtl valuadle orders
were won tasepply the Minsiny ofDelerce with o range ofspecialist
sparas in 1990/1991,

Output of new and overitaled nnnehunter penerator modules
reached record devels and contribated signdicantly 0 the vear’s
pedormance

. PROFIT REFORE [NTEREST
(£} S

TURNOVER (£m) ~

.
»

Building a Beatles
engme af the £ rese factors,
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A pember ol sprdicant dchigvements wete focarded by Vishers
Delonee Systonm 12 1968, The mesl notable was the sucesssiul
connpplenon ob the it stape ol deselopment work on 2 e main
hattle tank, ChNenger 2,

Challenper 2,which combines an amproved Chadlenger 1 bull vath
aulvaneed Viekers tusret, his been desiried tomeet fully the British
ARy requirement for a tank to replace the ageing Cieflain, Koy
Gretors of e design inelude altotally new approgeh o the riability ol
bab hull aud turret systeims.

Folluwing the asvari ofa development contract forthe new tank by
the ULK. Governmeni at the end of 1988,4he Daviston went on to et
the first mujor contraetid) "nulestone” on schedule in the autamn of
1989. By the end of the year, all the Challe ager 2 huils and turrets hi
teen built and assembled and the Division was on target (o complete
the developraent programme in 1990 in iine with Ministey o Defence
requirenients. Preparatory work has also beguo en trining and
cquipment testing packages to be ofiered to the Army to support
Challenger 2.

The fivst public showing of Challenger 2is planned to g place
the Butich Army Equipment Exhibition at Aldershot in June 1990,

Whilst work proceeded on Challenger 2, production and delivery of
the seventh regiment of Challenger | tanks for the Brilish Army
continuet on progrnmmme. In September the Division met the wrget
date for delivery of the first of 17 Challenger training tanks (C.TUT0)
16 the British Army, The C.IUT. has been designed and developed
by the Division and is the first tmining tank to be purpose-buill for
the Atmy. The matn production run oftraining tanks will bu delivered
in 1990,

Tha Division also won i new order from the Ministry of Defence
fo'lowing, Lhe submission of proposals to convert Chieltain tanks into
Koyal Engiveer vehicles, The mufti-million pound contract cails for
the design, development and conversion of 32 tanks and will provide
work into the 1990s,

Production and trdals ofan initial bateh of Challenger armoured
tepair and recovery vehicles continued on schedule, Delivery of the
bulk of the production vehicles will commence in 1990 in fine with
tinie seales designed to mcet the British Army's in-serviee date,

The supply of wrrets for the British Army’s Warnor intintry
fighting vchicle continued on programme at the Newceastle [actory.
More than 300 turrels have been delivered to the prime contractor,
G.K.N,, since the first contract was placed, In addition, the Division
won two new ord .15 for substantial numbers o turrel variants for
the Warrior observation post vehicie and the baltery conmand
vehicle (B.CV.), The first four B.C.V. turrets had been delivered by
the end of 1989,

‘The Challenger 2
development progrannne is
ninning to schedule and
i first vehicdes are
wurrently endergoing initial
fiehd teials.

- DEFENCE AND

AERUSPACE

Further orders have heen
wou for the supph of
turrels, seen here onder
comstruction, for the British
Arny’s Warrdor infantry
fighting vehicle.
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Mepe hon 106 1y comppannits o the N AT O mutiple

e Jarngkt pem Ret systom) have sl Been delnered 1 produgting

- progamme s heduled to ominnue at the Leeds Livtony untld 3.

A sl qpuantity of Vishers Mark 3 armoured sepirand recosery

veucles was completed and despatched Lo o customer s ATics (he

[irst e that Yickers reeovery vehicles had been supplied tosupport

a Neet ol non-Vichers tanks, 1989 also saw satislactony progress on i

contract for the development and prototype ovaubicture ol

bricdge-launching, eguipnient 1o be fitzd to K1 batle tanks for the
Rorean Army,

The intake ol ordersfor lightig veheie spares to the UK. Ministry
ol Defence and overseas armies contued to rise. The sale of
spares, coupled with commerell engineering contrets tor i rangs
of Dritish industry, made 2 substanal contribution to the financial
performance of the Division in 198%

In 1989 research and development prerammes inciuded work on
robotics, advanced ~umours and suspension systens, (uture tumet
systems and u comy® der-based simulator for use on the development
of Challenger 2. 1970 will also be a year of consderable challenge
for Vickers Defence Systems as the major new vehicle programme
mAKkEs Progress,

Tresigned and devetoped
hy ¥ickers, the Chatdenger
training tank is the tir
training tank 1o be
purpose-hiilt far the
British Arngy.

YVickers Precision Components
Vickers Precision Components, a supplier of gas turbine engine
components to the majerity of the world’s aero-engine manu-
facturers, onee again had a successful year,

/he business has continued with its successful struegy of
broadening its customer base by increased penetration of export
matkets. [n North America it hus been particularly suceessful in
winning orders for major fabrications in an extremely compelilive
market,

With the growth in the acrospace industry predicted to continue
overthe nextfew years, the business is entering 1990 witha record level
of orders. The acquisition of Ross Catheral! Grovp PLC means thi
V.ILC. will be part ofa larger Division in 1990 with wideropportunities
10 develop a broader product rnge.

Investrent in newlechnology, plant and equipment will continue
at a substantial Jevel, enabling V.ILC. to maintain jts position at the
forelront of metal-forming techmology through the 1990s,

7 DEFENCE AND
" AEROSPACE
CUNTINUED

A wax cluster of segments
fora Rolls-Bosce RI2I
engine componcnt betng

builf up prive o casting, at

Vickers Precision
Componenis,
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The Medicd Dinvasion made sound progress m 1989 despiie some
contmued weitkness i the North Americanmarket Salesin 1989 grew
M 31 per cent over the prexious year including the Tirst full year’s
contnbution lrom S&W, acquired in May 1088, Profit before niterest
au mereasedd by 29 per cenl.
le ) ['he thtepraton ol'the three S&W compraniesrequired a substantiut
i reergarisaiion of the Diviston's Furopean activities, This was achieved
A thyough the formanon o Vichers Medieal International 1o co-ordinate
MEDECAL All Furopean sales, seevice and distrbution operations, New sales amd
EQUIPAENY service subsidiiries were lotmed in Spain and Sweden,
Production of physiotherapy equinment in Belgnnm was divested X N o _3 naE ., -
o the mansgement and produetion ol neurodiagnostic eqmpment im :
Frinee was consolidated into Medelees Wohing fhetory, Asa result of T : T
these ehanpes,ind the setting up of Vickers Medical International, Ui T
Ihvision now has a strong and highly fecused dineet access 1o most off
the sipniticant Furopeam miarhets. Ty feaves G Division very well
placed to benefit from the Smgle Furopean Market as it develops,

P PP ..

Tetanoam, aho e from
AdrShichils s
ulbrascpd inaagaingg angd
dlata storagze ssatem whidh
waliles olnledic staff to
manintor renaede s the
wondibienof T e ey
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Fhe pen DG 32 digital
electro-encephalograph

ssstem i TECA offery
the henefits of thernrd
recordiug and Iser dive
storage. simplifying
processing and pluybuck of
patieatdsmm,

Ravenalisanon of sales and service hasbeen particularly suceessiil
in the UK. where the anulgamation of the Aur-Shields and S&W
activities bas umproved  ¢Mwency, In Canada, Nareo Serenulie
produeed an sustanding perdormanee, The Spansh company, which
only commenced triading on 1 March, recorded o profit for the yearand
Htalian sakes comlvriably eyeeeded expectations

Orthe manulicturing operations, Medelee had an eseellent year,
S&W installed the new Athena monitanmg, system in a nunber of
hey hospials, and several new prodact development programmes
were completed.

In the neonatd sector Air-Shields introduced @ new incubator,
Cl Q1, which offers subsuntal operational advantages over earlier
maodels, The System 6 neonatal mositorand varable height options
lorboth ineubators tnedintensive care warmerswere also wellreceived.
Air-Shields emered the closely related oetal monitoring market with
the sueeessiul inmtroduetion of an intia-partum monitor, Fetiscan

In the newrediagnostic seetor, 1 new digital electro-eneephalo-
graph (B GO, developed ot TRC Awas shown for the Brst time and
recened an excallent response. An agreentent was concluded with
NLEC-Sank of Japan for the Division w distribute SanFr's B
produets in Eorope and 1S AL

At S&EW development of the Athesta patient montoring produet
raage continued. Additional features include a central recorder,
oxyzen saltration moenjtodng and arrythmig analysis, The Athena
system now offers o complete range of facrlities, It is capable of
integrtion with other intensive care equipment to provide compre-
Rensive patient dita management, and i the mostadvanceed product
in its fichl.

The eveeltent range ol new products 1nall parts of the Division,
and e development of an intermationally mwarated manulwturng
and distnbution network mean that all the busmesses withim the
Aadieal Diviston are welt pluced o use their posiions as hev mter-
pational plasers i their market sectars fo miprove perlormance
throughout the W90y,

Seen ere a the € anessd
Hospital in Hong kongos
S&W s topss lling Sim
Aeries fmuisise ware
Jnenitoring svstem. Uiis
nyw alfers the taalies 1o
displyy three blosod
prossures plus BoC.Gootowe
together witl: trend fealures
ona eange of vital
paraneters.

MEDICAL
EQUIPMENT
CONTINUED
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Dircetyumputes-canteodled
peachining of a hiphly
skewed fived-pitch ninal
propeller at Stone Wjckers,

Machining e hovaung
of w suspension bush
wsed on British Raif

commuter volling stock,

« ) .S
The Marine Engineering Division made considerble progress during
1982, continuing the improvement of the previousycarand responding
well 1o the challenge of improving profitability in all arcas of activity.
The resuits of strong management action ta improve efliciency have
been most encouraging, with return on capilal greatly improved, Sales
forthe yearwere £882 million,producing a profit ol'£49 million,up by

188 per cent. T— —
"This improvement his been achieved byreducing the cost base and : """\;J ¢ R'I';:l‘:-‘:‘!'- : (:..
bya better customer focus to increase margins in what continues to be AT D SR
a very compelitive market, despite a4 smoll general uplum in PRI
shipbuilding orders, { MARINE
The businesses in the UK., Brown Brothers, Sione Vickers and T ENGINIERING
Michell Bearings, now consolidated under one management as R

Vickers Murine, had an ouistinding year, The Advanced Programmes
Group iz now well established as the Division’s new lechnology
research unit and its inpovative approach has won a number of

A folding Fin stabilisor
designed and built by
Brown Brothers,
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Checking machining
tolerances on a bearing
hiousisng fer o Royal Navy
AJOR. flestreplenishment
vessel,
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develomirent conteacts i the defence aren o Jor advanced naval
eguipment such as therma-electric conling - e,

In the controllable pitch propellersector, Sione Vickers perlormed
significantly ahead of torecast and Michell Bearings increased its
ket share worldwide for marine and industrial specialist bearings,
Brown Brothers similarly had n suecessful year, highfighted by a
contradt to supply the Royal Canadian Navy [rigate programme
wilh advanced digatal controls and anto-pilot equipment, which
complements the carlier orders for steering gean

The concentration on developing exporl markets has been
rewaded with nolable success, including defence contracts lor
Austtaha and Frinee,

Jered Brown Brothers in the LS. bas soundly conselidated its
position as a mador equipment supplier to the U 8, Navy and hasalso
miade nolable inroads into overseas markets. Its sales level has been
the best ever and it entered 1990 with a record forward workload,

The new management team al KaMeWa ju Swedzn has re-
structured and reduced manuficturing costs whilst mmintaining a
technicat dominance in the propuision sestor with prestigious orders
forits wide range of'products. Quistanding were the contribution ofthe
twin KaMeWa waler-jets for “Gentry Eugle” in its record breaking
Atlantic crossing, and an order from Blohm und Voss for the largest
water-jets yet to be built

in 1989 order intake was up 10 per cent, During 1990 the
Division will continue (0 broaden its product range wilh increasingly
advanced and innovative technology which will be necessary to
ensure improvement in profitability through an undoubledly
competitive decade,

Tovo KadleWa water-jefs are
used to drive the catamaran
passenger vessel, *Shan
Feng', which operates out of
Hong Kong, pictured tight,
KnMeWa have ploncered
water jet propulsion and are
toduy at the fosefront of
technological development
in this fickd.
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Doy Mawsen, Chainnan
6F Ross Catherall Group
and a Director of
Yichers LL.C,

Two recent Acquisitivns have rewnforeed Vickers stratepy uladding
to its investment in complementary miemnationil businesses which
are in growing matkets and significant i their lields.

Rew Catherall Group
At the end of 1989 Vickers acquired the Ross Catherall Ciroup for a
copsideration of £106-2 million.

Ross Catherall is a long-established business producing special-
ised materints, principally for the acrospace marhet, including high
quality supecalloys, special steels and high technology ceramices, as
well as investment castings for antomeotive turbocharpers and
other applications.

Ross Catherall is based in Sheflield, with additional manufcturing
feilities in the Iste of Wight and Denby in the U.K. and Long Beach,
California, in U.S.A,

Ross Catherallis aninternational businessand its productsare sold
throughout Europe, Nerth Ametica and the Far Fast 1o customers
inciuding oll the wocld's Jeading gero-engine manufgcturess,

1ts activities and produeets are enlirely complementary to those of
Vickers Pracision Components, the leading manufacturer of gas
turbine components,

The two businesses will have combined sales ofaround £80 million
and reprosent o major .aternational presence in the acrospace and
awtomotive turbocharger markets.
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Onc ofthe high vacuum
induction ielting furnates
at Row Cathierall, Sheffield,
used for making high
guality superatioas for the
nerospace and gas {urhine

industries,




Hhe exceptianal qualits ot

clesipn, materials
wubsiraehon fuw earned
Riva the reputation of heing
Luropets mast prestigions
mztnnfactierer ol lniery
pyethoats in the 266"
e (Belowy Lhenen
Rivie 20 Coraarg,

ACQUISATIONS
CONTINUED

Cantieri R S.p.A

On 12 Febreary 1990, the aequisition ol the whole of the issned
share capital of Canerd Riva S.p.A. was completed lor a cash
consideration o Lt 2375 billion ¢£1L.3m).

Riva is furpe™s premicr manulfacturer of lusiry powerboats m
the 2660 range, and ity customers include heads of state, senior
industrialisis and eelebrities,

The busmess has a network ol dealers in Burope where two-thirds
ol its annual sales are achioved The growing market in the 1%ar Fast
aceounts tora quarter of sales and Riva is reprosented in Japan,

Within Vickers, Riva will be hnder the same nnanagement os Rolls-
Royee Motor Cars, whose expertise will cnable Vickers to add
significant value o Riva, particularly through the achievement of
inereased Riva sales in North America, the world’s Lirgest market lor
Juxury motor yachls,

The two companies have had 2 long association through their
involvementin Symbel Migazine, which jomntly promotes the qualily
linked te Rolls-Royee and Bentley motor cars, Riva gives Vickers an
unrivalled position in the manuwfacture and distribution ol cngineered
luxury products,




A A A

A e Sl

Ste David Plstow

Chairman & Chiof Exectitive
Age. 5T, Vickers Managing
Director apd Chief Executive
since 1980; Chairntan and Chiet
Exegutive since 1987, Non-
Exceutive Director, Vickers,
1975-1980. Deputy Chaitren of
Guijoness aud a Non-Exceutive
Director of Tennecw e,
vonston, he is a Earper Non-
Executive Dircctor of Lepal &
Generul and KN, He joined
Rolls-Royee Motor Car Division
in 1958, and beeame Managing
Direclor, Ralls-Royce Motors in
1972,

Sir Colin Chandler

Managing Director

Age: 50, Following a commer-
cial apprenticeship served with
de Havilland he subsequently
held o number of senior appoint-
ments at Howker Siddeley and
British Acrospace, becoming
Divisional Managing Dircctor in
1978, then Markening Direetor,
Alrcralt Group of British
Acrospace in 1983, in 1985 he
was appointed Head of Defence
Export Services at the Ministry
of Defence, He joined Vickers in
MNovember 1980 and was ap-
pointed Managing Director in
sanuaty 1990,

BIll ¥ureman, C.A.
Commercict Director

Age: 53, Joined Vickers in 1970
as Group Chigf Accountant,
llaving been Chiel” Acconntant o

The British Printing Corporation.

He was appoinied to the Vickers
Board in 1973 as Director of
Finance, subsequently Chief
Executive, International Group,
becoming Commercial Director
in 1982, He is aNon-Executive
Director of Chluride Group amd
Dwek Group.

Royer Head, K.CLA,

Fitance Director

Age: 43, Joined Vickers
Engineering Group in 1977.
Formesly Financiol and Come
mcrcial Direclor, Vickers
Presignand Projects; subsequently
Finance Director, Vickess
Eugineering Produets Group,
Became Staff Director/Busiuess
Appraisal, Vickers in 1934;
appointed Finunce Director,
April 1987,

Des Mawson

Executive Director

Age: 66, After holding senior
positions with Jessop Saville e
Jjoined Ross & Co Foundry as
General Managerin 1961. On
the merger of Ross & Co with
Cutherall in 1968, ha was
appointed Managing Direclor
of the new company, hecoming
Chuirmn & Chief Executive in
1986. Appointed *o the Vickers
Board in Decembe: 1989,

Ron Taylor, C.A.

Executive Director

Age: 58. Appointed Deputy
Managing Director in [984 and
Managing Director in 1987,
Joined Vickers in 1958, held
senjor appaintments in Printing
Machinery Group prior to for-
mation of Howson-Algraphy,
where he was appointed Chief
Executive in 1972,

Sir Richurd Lioyd, Bi.>
Deputy Chairinan

Age: 61, Chairman of Hill
Samue! Bank since January
1987. His ather directorships
include Harrisons & Crosficld,
Legal & General, SIEBE and
Simon Engincering. Heisa
Member of the CBI Council and
besame n Director of Vickers in
1978.

Sir Richard Lioyd, Bt,, chairs thz Sadit Cornmitee and the
Non-Fxeciiive Direstars’ Commiitee which is responsible for
Directors® rernneration and the Share Option Schemes.

HLRL Tie Duke nf Kent,
K.G., G.UMG., G.C V.0,
AD.Cy
Age: 54, Among his business
and other public interests, His
Royal Righness is Vice-
Chairman of the British
Overseas Trade Board, President
of e Bogineering Conoeil,
President of BTEC, and Patron
of the Butish Computer Sociely
and 'The Instituie of Exports. He
is afs0 Chuncellor of Surrey
University, The Duke is a Non-
Exceutive Dizector of BICC and
joined the Board of Vickers in
1987,

Perck Kiugsbury, C.B.E.*
Age: 63, Chaitman and Chief
Exccutive of the Fairey Group; a
member of the Review Board for
Government Contracts, Chair-
man of the Council, Defence
Manufacturers Associntion and
Chainman of the Engincering
Conneil CET Pilot Scheme
Stearing Committee. He joined
the Vickers Bonrd in 1981,

Jolin Raismon, C.B.E.*

Age: 61, Deputy Chairman of
British Telecom and former
Chairman ard Chief Exceutive
of Shell UK. A Director of
Vickers since 1981; also a Diree-
tor of Glaxo and Lloyds Bank,
He is Chainnan, Investment
Board, Electra Candover Fart-
ners and Pro~-Chanceltor, Aston
Universily.

Martin Taylor, F.C.A.*

Age: 55, A Vice-Chairman of
Hanson, he is also a member of
the CBI Council and a2 Board
member of The Securitics
Association. He was appomted
to the Vickers Board in 1986.

*Non-Execurive Directors

N. Bevins
Secretary
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‘The Birectors present the 123rd Annuat Repott topether with the Consolidated Profit and Lass Account
for the year ended 33 December 1989, Coaseliduted and Company Balance Sheets at that date and the
~uditor’s Report thercon. The intormation required under the Cor panies Act 1985, and by The
Iricrnational Stock Exchange, has been incorporated in this Report, inthe Review of Activitics on
pages 6 to 24 and in the accompanying Accounts,

DIVIDENDS £m £m
The profit attributable 10 members of the Company amounts to 180-7
Dividends already paid or accrued are as fellows:
Preferenca 0-4)
Ordinary ~intetim of 3 -3p per SOp Ordinary Share (equivalent, wad
assou.xtcd tax credlt tod: 4p groas) 85 &9
171-8
Ordinary ~the Directors proposea final dividend of 5+ 6p per 50p Ordinary Share
(cquwalem wnth abSOCli\?Cd lax crcd:t a the (,urrcnl r.m,, 107 Sp gross) (14:5)
Leavmg a surplus of‘ 1573

ACQUISITIONS AND DISPOSALS

On 1} July 1989, foliowing the approval of the miembers obtained at the Extraordinary General
Meeting held the previous day, the whole of the assits and undertaking of the Howson-Algraphy
Division was sold to E. §. Du Pont de Nemours & Company Ine,, Wilmington, U.S.A., fora cash
consideration of £240+ 0 million,

As a result of an offer made by Lazard Brothers & Co., Limited on 24 October 1989 on behalf of the
Company, the whole of the issued share capital of Ross Catherall Group PLC, manufacturers of
specialised materials, largely for the aerospace market, including high quality superalloys, special
steels and high technology ceramics, was acquired on 30 November 1989 for a consideration of
£106-2 million payable as to £91 -4 million in cash and as to £14 -8 million Floating Rate Loan
Notes 1891/93, bearing interest at % % below the six month London Inter-Bank Offered Rale for each
interest period.

On 12 February 1990, Rolls-Royce Motors Holdings Limited completed the acquisition of the whole
of the issued share capital of Cantieri Riva 8.p.A., Lake Isco, Italy, a manufacturer of high
performance Juxury powerboats, for a consideration of approximately £11-3 million.

DIRECTORATE
Sir fan Fraser, having rcached the age of 65, relinquished his seat on the Board of Direciors of the
Company on 27 April [98% and was succeeded as Deputy Chairman by Sir Richurd Lloyd, Bt.

Sir Colin Chandler was appointed a member of the Board of Directots of the Company on
23 November 1989 and succeeded Mr, R. O. Taylor as Managing Director or § January 1990,

Mr, D, L. Mawson was appointted to the Board on 21 Pecember 1989,

Dr. A. D. McCann relinquished his scat on the Board of Directors on 31 December 1989,

In accordance with the Company’s Atticles of Association, Sir Colin Chandler and Mr, D. L.
Mawson will vacate office at the forthcoming Annual General Meeting and seek re-clection, Mr. R. O,
Taylor will retire from the Board of Directors of the Company at the conclusion of that Meeting,

The Directors retiring by rolation are Sir David Plastow and Mr, D. J. Kingsbury who, being
cligible, offer themselves for re-clection. Sir David Plastow has a service contract which expires on
31 May 1992, Mr. Kingsbury does not have a service contract,

Interasts in the issued share capital of the Company beneficially held by members of the Board of
Directors, or theis families, and in the Company's Share Option Schemes, at the beginning and at the
end of 1983, are set out in Note 9 to the Accounts on page 38.




SHARE CAPITAL OF THE COMPANY

Al of the Beselutons submited to the Auaual and Extraordinary General Meetings held on 27 April
1920 wera Juty passed, socluding that which authorised the Directors, in accordance with Sectien 80 of
the Companies Act 1985, to allot relevaut securities during the period ending upon the conclusion of the
next following Anoual General Meeting or 1 July 1980, whichever should be the carlier} and
disapplied the statytory pre-emption rights relating to the issuc of Qrdinary Shares for a whelly cash
consigeration,

Itis the avinion of the Directors that such authorities should be renewed for a further period of one
yesr in respect of an aggregate of £43,000,000 nominal of Ordinary share capital which represents
approximately one-third of the current issued Ordinary share capital. A further 25,009,657 Ordinary
Shares are reserved for possible issue under the various Share Option Schemes which have been
approved by the Company in General Meeting. Renewal of the disapplication of the statutory pre-
emplion rights would continue to allow the Directors to issue Ordinary Shares, in accordance with
recommended institutional investor guidelines, by way of a rights issue and, inaddition, a limnited
smount of Ordinary share capital (viz. £6,475,000 in nominal amount) forcash, otherwise thau by way
of 2 rights issue.

It should be stressed that your Directors have no present intention of issuing, or granting rights over,
such unissued shares, except in relation to the various Share Option Schemes, and no issue will be made
which will effectively alter the control of the Company. Nevertheless, your Directors believe that it is
its the best interests vx the Company that they possess such powers so that advantage can be taken if any
suitable opportui’iies to develop the Company’s interests beeome available,

Acsordingly, a Special Resolution will be proposed at the forthcoming Annual General Meeting to
give the Directors the powers and authorities veferred 1o above.

ARTICLES OF ASSOCIATION
At the forthcoming Annval Generat Meeting a Special Resolution will be proposed relating to tic
adoption of new Articles of Association.

The existing Articles were adopted in 1971 and in many respects are now oul of date, The Directors,

therefore, consider it desirable to adopt new Articles which will give them certain additional pawers
granted by the Companies Acts 1985 and 1989 and which are in accordance with the current
requirements of The International Stock Exchange, London, atid modern procedure and commercial
practice. The proposed new Aticles do not, however, differ in any material respect from the existing
Articles; neither do they in any respect vary the class rights of existing shareholders. The diffcrences
between the lwo which, it is thought, should be brought to the notice of members, are set out inthe
circular enclosed with this Report and Accounts,

Prints of the Articles of Association, both in their existing form and in their proposed form, are
available for inspection by any member at the Registered Office of the Company or at the offices of
Lovell White Durrant, 73 Cheapside, London, EC2V 6ER, at any tine during normal business hours
prior to the holding of the Annual General Meeting.

EMPLOYEES

Applications for employment by disabled persons are always fully considered, bearing in mind the
respective aptitudes and abitities of the applicant concemed. In the event of employees becoming
disabled, every effort is made, including appropriate training, to cnsure that their employment with the
Company continues. It is the policy of the Company to further, as far as possible, the training, carcer
development and promotion of disabled employees. The Company's equal opportunities and non-
discrimination policy statement includes those objectives.
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FMPLOY EE INVOLYEMENRT

Previons years” reports have confirmed the Company™s comumitment to employee involvement and
outlined the various arrangernuents that are in place. Tean briefing provides the foundation of the
communjzation arcangements with employees. During 1989 the Board of Directors engaged The
Industrial Society to endentake an independent suvey of team briefing within the UK, businesses to
ensure that it continued to be effective. The Socicty's reports were presented to each Division and an
overview and assessment were submitted to the Board. The survey confimied that, generally, team
bricfing was working well. It also provided a number of helpful recommendations, which have been
accepted, to improve the practice fusther. Qverseas, team briefing has been introduced during 1989 at
KnaMeWu A.B. in Swedenand g similar systen is in operation at Ajr-Shields Vickers Inc, in U.S. A,

A review of the Company s pension schemes, with employees’ representatives, has been concluded
based on the Actuaries” triennial valuation of those funds,

Refercnce was made last year to the survey of over 300 senior managers worldwide on the
Company’s management development programme. The results, conclusions and action programme
have been sent to all the managers concerned and, most recently, followed by a revised manual
incorporating the changes adopted. This survey was a valuable input to this key area for the future.

FIXED ASSETS

Details of movements in fixed assets are given in Note 19to the Accounts. As reported last year, a
vajuation of substantially all of the Group’s frechold and leasehold tand and buildings was carried out
a5 at 30 November 1988 by Chartered Surveyors in the U.K. and their equivalent overseas. The basis
of the valuation was either open market with existing use, or depreciated replacement cost where more
approptiate. After allowing for properties seld since that date, the surplus of valuation over book value
was £63+0m and this has been incorporated in these Accounts.

RESEARCH AND DEVELOPMENT

It remains the objective of the Company, and of its subsidiaries, to continue to invest significantly in the
development of the Group's various products and processes. Your Board considers that this is essential
if the Group is to remain competitive and. to that end, ensures that regular monitoring of activities
withio the sphere of research and development is undertaken during the annual planning cycle.
Research and development costs incurred during the year were £46+ Im gross (1988: £32-5m) which,
after deduction of contributions from customers and government grants, amounted to £21-0m

(1988: £22-3m).

AUDITORS

On | Janvary 1990 our Auditors changed the name under which they practise to KPMG Peat Marwick
Melintock and, accordingly, have signed their Repart in their new name. In accordance with Section
384 of the Companies Act 1985, a Resolution for the re-appoimment of KPMG Peat Marwick
McLintock as Auditors of the Company is to be proposed at the forthcoming Annual General Meeting,

DONATIONS
Donations made in the United Kingdom for charitable purpeses during the year amounted to £156,155

gross. No payments were made to political parties.
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1 ARGE SHARLHO) DINGS
e £ ompany has been advised that LE-P Securities Limited is the beneficial awner of 47,228,000
Crrganary Shares of 80p each of the Company*s jssue, representing 18- 224 of that 1ssue.

Details st holdings in the Company*s Preference Stocks, which also require diseiosure in accordanee
with the requirements of Section 198 of the Companies Act 1985, are as follows:

Stock %
Preferred 5% Co-operalive Insurance Society Limited i5-03
Preferred 5% Guardian Royal Exchange Assurance ple 5-50
5% Preference Co-operative Insurance Soctety Limited 11-6]
5% Preference Provineial Insurance ple 7+05
Cumulative Preference  Guardian Royal Exchonge Assurance ple 22-93
Cumulative Preference  Phoenix Assorance ple 12-98
Cumulative Preference The Prudential Assurance Company Limited 8-65
Cumulative Preference Ca-operative Insurance Society Limited §-57
Cumulative Preference LE.P. Securitics Limited 823
Cumulative Preference Norwich Union Fire Insurance Society Limited 7-28

INCOME AND CORPORATION TAX¥S ACT 1988
The close company provisions of the Income and Corporation Taxes Act 1988 do not apply to the
Company.

Signed on benalf of the Board,
Nichotas Bevins

Sceretary

26 February 1990

TO THE MEMBERS QOF VICKERS P.I.C

We have audited the financial statements on pages 30 to 32 and 34 10 48 in accordance with Auditing
Standards,

In our opinion the financial statements give a true and fair view of the state of affairs of the Company
and of the Group at 31 December 1989 and of the profit and source and application of funds of the Group
for the year then ended and have been properly prepared in accordance with the Compames Act 1985,

KEMG Peat Marwick McLintock I{ P I‘( C pgo‘} /U[ﬂ(‘mww MC WLT{/Z

Chariered Accountants

Lendon "

26 February 1950



Eur the vear eaded 3 Decenbor 1989 1988
Notes £m £m
TURNQOVER 6957 7763
OQPERATING PROFIT 2 65+1 760
Share of profits of related companies 10 1-2
PROFIT BEFORE INTEREST 66-1 7.2
Net interest receivable (payable) and investment income 3 17-5  (7-9)
PROFIT BEFCRE TAXATION 83-6 698
Taxation 4 23-0 (191
PROFIT AFTER TAXATION 60-¢6  50-1
Minority interests 02 09
PROFIT BEFORE EXTRAORDINARY ITEMS 604 497
Extraordinary items J 120-3 6-8)
SHAaREHOLDBEES PROFIT 186-7  42-9
Dividends ] 234 (19-6)
RETAINED PROFIT 7 157.3 233
EARNINGS PER 50p ORDINARY SHARE 8 23-3p  19-3p

Movements in reserves are givenin Noie 19,




TURNOVER PROFIT
1989 1988 1989 1988

£m fm £ fm
PRINCIPAL ACTIVITIES
Rolls-Royee Motor ars 2533 2053 2447 232
Defenee ond Acrespace 136-1 120-5 11-8 156
Medica! g8 687 89 6-9
Marine Engineering §8.2 758 4-9 17
Other activities 226 284 4-4 72
CONTINUING ACTIVITIES 589.9 498-7 547 54-6
Discontinued activities ws-8 2716 10:4  2]-4
TOTAL TURNOVER §95-7 776-3
OPERATING PROFIT 65-1 760
Relaled companies 1-0 12
PROFIT BEFORE INTEREST 66-1 712
Net interest receivable (payable) and investment income 17+5 (-4
PROXIT BEFORE TAXATION 836 69-8
TURNOVER BY DESTINATION

1989 1988

£m £m
United Kingdom 279-9  312:5
Continental Europe 149-8 205-0
Noxth America 191-8 185-8
Africa 20:7 116
Asia 311 286
Australasia 19:0  28-9

3.4 39

South America
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Group Conmpany
At 31 December 1989 1988 1989 1988
Notes fm £m im fm

FIXED ASSETS

Tangible assets 10 2190 165:3 54-5 68+9
Investments—Group companies i1 — - 238-3 129-3

—Qther investments 12112 18+3 48 55

236+2 183:6 2976 2037

CURRENT ASSEYS

Stocks and work in progress 13 132:0 162-5 17-9 5141
Deblors 14 135:6 145-0 108-2 1350
Cash and bank balances 2280 50-1 173:9 19:9

W omTATST WGa . 8 ae—a TSN wusT S ek vecwtweas 5 mmr o oo

496-2 3576 3060 2060
CREDITORS: AMCUNTS
FALLING PUE WITHIN

ONE YEAR

Rorrowings 15  (43-6) (23+4) {35-3) (150

Other liabilities 15 (203:9) (188-3) (159-0) (125-8)
NET CURRENT ASSETS 2487 145-9 105-7 652

TOTAL ASSETS LESS CURRENT
: T S LIABILITIES 484+ 3295 4033 268-9
ook e

.o ', LA : .
e 'Flpll\llh\idld"‘_\ Campinkes

CREDITORS: AMOUNTS

s e e FALLING DUE AFTER
MORE THAN ONE YEAR
Borrowings 15 (44-3) (542} {40-4) (48-8)
Other liabilities 15 (11-5) (6-9) 139 1"

PROVISIONS FOR LIABILITIES
AND CHMARGES 16 (40-8) (24-7) oD 43

388-6 2437 349.9 2141

CAPITAL AND RESERVES

Called up share rapital 17 1379 1365 137-9 136-5
Share premium account 19 243 22-3 24-3 22.3
Revaluation reserve 19 65-0 131 18-4 52
Profit and loss aceount 19 1612 70:6 169+3 501
SHAREHOLDERS' INTEREST 388+4 242-5 349:9 2141

MINORITY INTERESTS 02 1.2 — ~

e e " ks

3886 243-7 349-9 214-1

¥ e Al ALY R AT et KL W AAMLL T, ', e R i imim

&J M‘: David Plastow Direct
26 February 1990 - R.B.Head irectors
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PROFLIT AND LOSS 1989 1988 1987 1986 1985 1984

ACCOUNT £m fm £m £m £m £in
Turroner G957 776-3 788-3 691-8 6112 5288
Qperating profit 65-1 76-0 69-5 59.9 50-3 414
Relured eompames‘ 19 12 1-4 — 1-5 {2:2)
Profit before mu.rcst 66+1 772 -9 599 5]-8 39-2
Net interest receivable (payable)

and mvcblment :nccme 17+% {7-4) 8-3) 59 {6°7) (8:4)
Prof" t bufore mxatmn 83-6 69-8 62-6 54-0 4541 308
Taxation~Groyp companics (22-6) (19-2) (16-7 (14-7) (11-2) (5-4)

-—Relaled compdmcs 0-4) {0-5) (0-6) — 02 1-0
Prof‘tafter mxanon 60-6 501 45-3 39-3 337 26:4
Minarity | mtcrcsts 0+2) {0-4) ¢-5) 0-3) —_ 02

T T T TR T TaTeMATT ma “emeTe

Pr(;ﬁtbefore extrdordmary items  60-4 49-7 44-8 39-0 337 2646
Extraordinary items

—Group companies 120+3 {6-8) (2:5) [3K))] 0-9 (6:7)

—Related companics -— ~— —_— 0-4 7-6 35
Shareholders” profit 18007 42-9 42-3 311 422 162
Divideads (23-4) (19-6) (17-5) (15-2) (12+4) (9:6)
Retained profit 1573 23-3 24-8 15-9 298 68

BALANCE SHEET

Fixed nssets 236-2 183-6 194-8 177-8 149+5
Net current assets 2487 145-9 119-9 132-5 137:1
Amounts falling due after

more than one year (55-3) 61-1) (59-0) (58-9) (70-5)
Provisions for liabilities

and charges (40+5) 247 (29-0) (37-5) (25-8)

388-6 2437 226-7 213-9 190-3

Shareholders” interest 388-4 242-5 22244 208:9 1897
Minority interests 0.2 1-2 4-3 5-0 06

o,

388-6 2437 226:7 213-9 190-3

EMPLOYEES
Average number of employees 12,238 15,541 15,731 15,871 15,801 15,403
Total wages and salwries (Zm) 194-1 206-7 207-4 186-5 160:0 1412

Wy g

EARNINGS PER
SHARE
Eornings per 50p Ordinary
Share 23<3p 19-3p 17-4p 16+3p 14+5p 11+4p

AR et T A, EATTERT S
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I RASIS QF CONSOLIDATION
The Accounts, prepared an thie historical vost basis of accounting moedified to include the revalustion of
Jand and buildings, comprise a consolidation of the Aceounts of the Company and its subsidiary
companies aud its share of the post-acquisition results of related companics.

The results of sybsidiary and related companics acquired or sold during the year are included in the
Accounts from or to the effective dates of acquisition or disposal,

Where businesses or subsidiaries are sequired at a premivm or a discount compared to the fair value
of the net assers at the date of acquisition, the excess is deducted from or added 10 reserves.

2 QOVERSEAS (URRENCIES

Assets and liabilities in overseas currencies are translated into sterling at the rales ruling at the Balance

Sheet date, and the Profitand Loss Accounts of overseas subsidiaries at the average rates for the year,
Exchange diffarences arising on the retranslation of the net investmemts in overseas subsidiaries,

wgether with differences on associaled borrowing in foreign currencies, are transferred directly to

reserves. Other exchange differences are included in the Profit and Loss Account.

3 TURNQVER

Turnover consists of amounts invoiced 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 adjustaents relating to previous years' estimates. A proportion of profit is taken on
certain long term contracts appropriate to the stage of completion of each contraci.

4 EXTRAORDINARY ITEMS
Reorpganisation costs charged as extraordinary items relate to the net costs of closure, disposal or
relocation of a significant and identifiable part of a business. Other reorganisation costs are charged

against operating profit.

5 RESEARCH AND DEVELOPMENT EXPENDITURE
Research and development expenditure, other than that which is recoverable on certain projects ander
contract with third parties, is charged against profit in the year in which it is incurred.

6 TANGIBLE ASSETS
Freehold buildings and ieasehord land and buildings are depreciated over thieir remaining useful lives or
periods of lease, whichever are shorter,

Motor car teoling is amortised on a 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 in equal annnal instalments, so as to write oif the
cost of such assets over their estimated useful lives. These lives are reviewed on a regular basis. The
depreciation rates used are:

per annum
Freehold property 2%—A4%
Leaschold property (or at highet rates based on the life of the lease) 2%—4%
Plant, machinery and velicles 10%—~33%
Otfice furniture and equipment 10%—20%
Short life plant and small tools 20%-~33%

Interest costs onmajor fixed asset additions are capitalised during the construction period and written
off as part of the total asset cost,

Assets held under finance leascs are included in tangible assets at purchase price and are depreciated
over the shorter of the asset life or Iease period. The obligations related to finance leases, net of finance
charges in respeet of future periods, are included as appropriate under creditors due within or afier one
year. Rentals under operating leases are charged to profit as incurred.

Capilal grants arc deducted from the cost of the relevant fixed assets. Other grants are taken to profit
inthe yearin which they are received.
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T FAXATION
Thecharge for tavation j5 based upon the profit for the year and takes ino account deferred taxation on
ting diffevences except whete there is reasonable probability that no sych taxation will becomne
payable inthe foreseeable futare.

‘The rates of taxation used in ardving at the taxation charge are those cucrendly 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 for the period.

No provision is made for United Kingdom and foreign taxation which would arise in the cvent of the
distribution of the retained profits of overseas subsidiazies unless such distribution is proposed.

8 STOCKS AND WORK IN PROGRESS

Stocks and work in progress are valued at the Jower of cost and net realisable value. Full provision has
been made for anticipated losses. Cost comprises materials and factory labour, including overheads
thercon bazed on normal levels of activity.

9 PENSION FUNDING

The Company and its major subsidiaries 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 (o past service, are ussessed in
accordance with the recommendations of independent actuaries. Full actuarial valuations are made at
repular intervals, Variations fromthe regular costs are allocated over the averape remaining service
lives of current employees.
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TACQUISITIONS AND DISPOSALS
{a) Acquisition of Ross Catherall Group PLC.
The fair value of the consideration was £1062m (cash £91+4m, loan notes £14- 8m) giving rise

to goodwill of £72-6m. Euir vulue
Book tothe
value Revulumtion  Provisions Group

fm fm £m im
Fixed Assets
Tangible 745 35 110
Investnients 0.2 - ~—
wurrent Assets
Stack 7.7 77
Debtors 10-8 16-8
[nvestmenis 10.1 10-1
Cash at Bank 7-0 7.0

- o wur

Total Assets 433 466

-

Liabilities
Provisions (0-4) - (L))
Creditars (6-8) (0-2) (ii) (7:0)
Taxation 39 — 39

Total liabilities ' ary o~ (02 (11-3)

Net Assets 322 35 (04} 353

Notes (i) Increasein the value of freehold land and buildings arising from the property valuation carried
out as a1 30 November 1989,
(ii) Provision for poteatial pension liability.

(b) Disposal of the Howsoen-Algraphy Division,

The profit arising on the disposal of the Howson-Algraphy Division, after allowing for taxation and
disposal expenses, was £125 -8ra and has been dealt with in Extraordirary Items, Goodwill arising on
businesses forming part ~ “hat Division had been written off to reserves at the date of acquisition,
and it is now impractical to determine the amount of this purchased goodwiil.

OPERATING PROFIT 1959 1988

fm £m
Turnover 695-7 7763
Costof sales (512-0) (553+0)

Gross profit 183-7 2227
Administrative expenses (114-7 (133+0)
Distribution costs 9+2) (18:9)
Other operating income 53 5:2

Operating profit 65-1 76:0

After charging:
Research and development 21:0
Depreciation 21:2
Auditors’ remuncration &8
Opcrating lease charges:
Hire of plant and machinery 0-7
Other lease charges 47
After crediting:
Rental incoma, less outgaings, from properties 05
Profit on disposal of fixed assets 2+]

[N ORI SURR S
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i NET INYEREST RECEIVABRLE (PAYABLE)
AND INVESTMENT INCOME
1989 1988
£m £m
Inierest payable and similar charges:
Baorrowings totally repayable within one year &3 (5-0)
Borrowings lotally repayable between one and five years (5+2) (4-5)
All other borronwings (0-5) on
(11:0) (10-2)
Interest capitalised 1:0 0-6
Enteres: receivable 2743 2:0
Investment income 0.2 0-2
17-8 {7T-4)
Interest payable on finance leases included above amounted to £0-2m (1988: £0+2m).
i TAXATION
1989 1988
£m £m
United Kingdom taxation:
Corporation Tax 13-8 12-5
Deferred taxation 08 (LX)
QOverseas taxation:
Currenttaxation 9.4
Dreferred taxation 0-7)
Prior years 07
Related companies 0-4
23-0

[un—y ]

The United Kingdom Corporation Tax charge computed at 35 % (1988: 35%) has been reduced by
£8+Tm (1988: £6-2m) due to utilization of Advance Corporation Tax previously written off,

- s —

S EXTRAORDINARY ITEMS
The following amounts, which derive from events outside the ordinary activities of the Group, have
been classified as exteaordinary items:

1989 1988

fm £m

Profits on disposal of businesses 148-6 69
Losses on disposal and closure of businesses RIT}] (135}
Relocation costs —_ 0-2)
1452 6:8)

Taxation—U.K. 237 -

~Qverseas {12 —
1203 (6°8)

e (A AT AT T AR U Bl g o T A L AT M A AL S

*Fhe tuxation charge on the extraordinary items has been reduced by £24- 2w due to utilisation of

Advanee Corporation Tax previously written off.

[PE——_

Y E amad o fan 3 AR W e A ReIT

T T T T T T Lo



b e

6 NEYIDENDS

1989 1988

£m £m

Peeterence, paid Apritind October 04 0-4

Grdmary:
Intesim of 3 -3p (4+4p gross), puid Novermber 1989 8.5 7-4
Proposed final of 3+ 6p (7+5p gross), payable May 1990 145 1.8
234 196
7 RETAINED PROFIT

1989 1988

Lm £m

The Corapany 148 313
Group companies 419 8-3
£56-7 23-0

Related compinies 0-6 0-3
| \ 157-3 23.3

& EARNINGS PER SHARE
The caleulution of eacnings per 50p Ordinary Share is bused on the profit after taxation and before
extraordinary itens of £60 +4m (1988: £49 - 7m) less the preference dividends of £0-4m
(1988: £0-4m) and the average number of Ordinary Shares ranking for dividend of 257,524,574
(1988:255,595,484), Fully diluted carnings per share would not be materially different,

T LTaE TATLT, T W.WaN Ya i MM aLlaRam mRe L CIOmTERRCE' A ReDRm ACE M XTAT Gt WY n e R X TREATET L 1 L T mN 3 ot - w ona

g DIRECTORS AND EMPLOYEES
(x) Directors® Interests
Interests inthe share capital of the Company beneficially held by members of the Board of Dicectors,
ortheir families, are detailed below:

At 3] December 989 At | January 1989
Crdinary Option Schenes Ordinary Option Schemcs

Shares Savings Shares Savings
Executive Related Executive Related
Sir David Plastow 13,737 286,000 9,986 13,737 436,000 8,114
Sir Richard Lloyd, Bt, 1,250 — — 1,250 —_ —_
Sir Colin Chandler 2,000 — _— —_ - —
Mr. C. W, Foreman 41,562 130,500 9,986 41,562 230,500 8,114
Mr. R. B, Head 1,250 146,375 9,986 1,250 183,875 8.114
H.R.H, The Duke of Kent 1,000 — -— 1,000 — —
Mr. D. J. Kingsbury 11,562 —_ — 1,562 —_ —
Mr. D. L. Mawson - — —_ -~ — _
Dr. A. D, McCann 50,000 68,750 8,114 50,000 207,500 8,114
Mr. J. M, Ralsman 1,562 —_ - 1,562 - —
Mr. M. G. Taylor 1,250 —_— - 1,250 — —
Mr. R, Q. Taylor 1,875 82,500 B,114 1,875 207,500 8,114

Information ju respect of the subscription prices and exercise dates under the Share Option Schemes is
set outin Note 17,

Mr. D, L. Mawson has purchased 1,000 Ordinary Shares following his appointment io the Board on
21 December 1989 and has exchanged his options under the Ross Catherall Group Bi .C Executive
Share Option Schetne 1989 for 42,550 eptions under the Company®s Exccutive Shase Option Scheme.
There have beeis no other changes in the abgve-mentioned hiotdings since the end of 1989,

None of the Directors hus or has had material interests, direct or indirect, in an; contrast of
significance entered into by the Company,




(b) Dircctons’ and Empluyees’ Emoluments 1989 1988

£ £
Emolt - sof Direclors
Fees 43,323 50,000
Cther emoluments 1,192,313 360,620
Compensation to a former Direet .+ in respect of loss of of fice - 50,000
Pensions and pension contributions (including £210,000
in 1988 in respect of u former Direvtor) 228,432 368,584
Emolaments of the Chaivian (and highest paid Director) 406,996 295,517

The following table shows, in bands, the emoluments of other Directorsand of those employees in the United
Kingdom whose emoluments exceeded £30,000 in the year, excluding Company pension contributions:

Emoluments Other Directors Employees
£ 1989 1988 1989 1988

5,001 10 10,000 4

10,001 to 15,000 1

15,001 10 20,000 1 —
25,001 to 30,000 -

30,001 to 35,000 I

35,001 to 40,000 —

40,001 to 45,000
45,001 to 50,000
50,001 to 55,000
55001 to 60,000
60,001 to 65,000
65,001 to 70,000
70,001 to 75,600 —_-
75,001 to 80,000 -
&0,00¢ to 85,000 -
05,001 to 100,000 —_—
100,001 to 105,000 -—
105,001 1o 110,000 —
110,001 t0 115,000 —
115,001 to 120,000
120,001 to 125,000
130,001 to 135,000
140,001 to 145,000
150,001 o 155,000
160,001 to 165,000
170,001 to 175,000
185,001 to 190,600
245,001 to 250,000

One Director received exmoluments totafling £4,391 and another Director waived emoluments totalling £4,104.
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{¢) Number of Employees
Theaverage number of employees during the year was made up as follows:
Produetion 4,924 5,948
Suling, distribution and administration 7,314 9,593

12,238 15,541
(d) Employment costs
Employee costs, in~luding these of Exccutive Directors and senior employees:

£m £m

Wages and salaries 194-1 20647
Soclal security costs 19:3 249
Otlier pension costs 1-3 2.7

JRF EYFIrS e VAl e e e L R S Mmal - mul Fe MEWAAr A ES
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JoO TAMGIBLE ASSETS
Plant, Office
Land  machinery  furniture Constlyuction
dod and and n
buildings vehicles  equipment Tooling  progress Total
(@) Group fm £m £m £m £m £m
Gross book value
At 1 Januury 1989 90-3 1138 24:9 348 12-6 27643
Bxchange adjustment 2.0 31 0-8 0-5 — 64
Capital expenditure 141 181 60 106 8.3 441
) Acquisitions of
busipesses 61 4:2 02 -~ 03 11-0
Transfers (2+6) 65 0.4 - “-3) —
Revaluations 528 - - -~ — 52-8
Disposals {0+5) (3:8) ©-2) 02) (1.6 6-3)
Disposals of businesses (21+7) {4¢4+6) (6+6) (5+3) ©2) (78-4)
At 31 December 1989 127-5 97.3 255 40+4 15-3 306+0
Deprecistion
At 1January 1989 15+9 61+7 129 20+6 —_— 111-1
Exchange adjustment 06 18 04 03 - 31
Provided during the year 3.5 10+5 3-9 33 — 21-2
Write-back on revaluations 12:2) —_ - - —_ (12-2)
Disposals 0-3) (2:8) 0-2) 0-1) —_— 3:3)
Disposals of businesses {3:3) (22+5) 39 3-0) — (32.8)
At 31 December 1989 41 487 131 21+1 - B7:0
Net hook value at
31 Decemaber 1989
Qwned assats 1234 449 12:2 193 153 215-1
Lcased assels - 3.7 02 — — 3-9
Total - 1234 48-6 124 19-3 183 216-0
Net book value at
31 December 1988 74+4 52-1 12-0 142 12-6 165-3
Net book value includes net interest capitalised of £1+6m (1988: £1 -2m).
ib) Company
Gross book value
At 1 Yanuary 1989 42+4 475 10-0 2.9 6-1 108-9
Capital expenditure 0. 30 2+5 0-3 0-4 6-8
‘Transfers — 6-1 — — G-1) —
Revaluations 13-8 ~- - - — 13-8
Disposals (0-3) (2+0) ©0-2) (0-2) —_ 27
Disposals of businesses {15-6) 317 3D 2:4) — (53+4)
Al 31 December 1989 40-9 229 86 0-6 0-4 73-4
Depreciation
At | Jannary 1989 62 26-4 59 I-5 —_ 40-0
Provided during the year 16 3 14 0:4 — 68
Write-back on revaluations 5:8) —_ — _— - (3-8)
Disposals - {1+5) —_ 0-2) — 17
Disposals of businesses 2:4) (16-2) 2-6) x-2) —_ (22-4)
At 3] December 1989 16 12-1 4-7 0-5 - 189
Net book value at
31 December 1989
Owned asscts 39.3 87 3-9 0-1 0-4 52+4
Leasgd assels —- Z-1 - — — 2-1
Total ) _ 393 10-8 39 £-1 G-4 545
Net boak value at
31 Becember 1988 36-2 21-1 4-1 1-4 6-1 68+9Y
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() Land and Bujldiogs
The preess book value of land and buildings at the end of the year comprises:

Group Company
Long  Shod Long  Shen
Frechold leasehold teaschofd Freehold teasehotd leaschold
£m £m £m £m £ £m
Cost 6+5 22 1-0 8 - 05
Valuption as at 30 November 1088 114-5 3-3 - 38-0 1:6 -
1210 5-5 10 38:8 1-6 05

o - R L L it

Onan historicat cost basis land und buildings would have been included as follows:
Group Company

£in £m
Cost 68:9 26+1
Accumulared depreciation (11-8) 4-5)
Net book valug at 31 December 1989 57+1 21-6
{d) Analysis of Depreciation Charge 1989 1988
£m £m
Depreciation on owned assets 19:9 21-0
Depreciation on Ieased assets 1-3 2-0
Depreciation provided during the year 21-2 2340
1 INVESTMENTS~-GROUP COMPANIES
Cost  Provisions Net
im £m £m
At t Janvary 1989 140-8 {11-5) 129+3
Aequisitions 108+0 —_ 109:0
Al 31 December 1939 249+8 (11-5) 23843
A list of principal subsidiary companies is given on page 49,
12 0THER INVESTMENTS
Group Company
Related Other Related Other
Companics Invesiments Toll Companies Jnvesiments Towl
£m £ra £m £m £in £m
At | Junvary 1989 1443 4:2 183 1-9 36 85
Acquisitions —_ 0-1 0} — 0-1 0-1
Share of retained profits for the year 0-3 —_ 0-3 - - -
Disposals —_ {1:5) (15 - {08 (0-8)
A1 3] December 1989 14-4 2:8 172 1-9 2:9 4-8

ar e—ras o e

Inthe opinion of the Directors, the valee of the investments is not less than their net book value.
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1HETOCKS AND WORK IN PROGRESS

Group Company
1959 1088 1989 1988
im £m fm Lum
Long tern contract work in progress 751 70-8 68+3 587
Instalments on account {62-0) (39-1) (56+5) 28N
13-1 317 148 2948
Other work in progress 494 435 64 72
Instalinents on account 6'8) {4:4) (2:8) (16)
226 39-1 36 56
Net work in progress 5547 70-8 15:4 35-4
Materials, bought out components and genera! stores 9.5 40-3 2:3 74
Fumshed gr)ode. 368 51-4 9:2 83
Tolal stocks and wurk in prognss 132-0 162+5 17-9 511

I nsialments in advance of comract expend;turc have been shown sepnrately wnlun current linbilities.

4 DEBTORS

Group Lompany
1989 1988 1982 1958
imy £m £fm £m
Amounts falling due within one year:

Trade debtors 105+4 120-3 235 444
Amounis owed by Group companics — - 64:0 74-5
Other debtors 76 39 2:0 5-5
Prepayments and accrued income 74 4.3 3-8 0:9
120+4 133-5 93.3 125-3

Amounis falling due after more than one year:
‘Trade debtors 02 1-9 —_— 02
Other debtors &2 9:6 8.1 9.
Prep'lyments 68 - 68 -

135'6 145-0 108-2 13540

T e T e

Dunng 198%anamount of £20,000 was oulshndmg in respectofarelocation loan made to Mr. R. B, Head
prior to his appointient as a Direcior. The loan bears inlerest at the rate of 24 % per annum and is
repayable in full by 13 April 1993, Atthe year end £18,000 was outstanding in respect of a relocation
lohn madc Wan ufﬁccr of lhc Company
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19 CREDETORS

Group Company
1989 1988 1989 1988
£m £m £mn £m
Antonnts fulling due within one year:
Loans ond overdrafts 424 21-5 34-8 133
Obligations under finapey leases 10 1-9 05 15
Borrowings. 436 23-4 253 15:0
Instalments in advance of contract expenditure 11-3 8-4 9.7 7:2
Trade creditors 532 73-8 180 37-0
Amounts owed to Group companies - - 65+6 34-2
Loan from refated company 108 10-8 10-8 10-8
Accruals and deferred income 34+6 32-6 6+6 8-9
Taxation on profits 477 16-4 28-3 84
Other taxation and social security 4+5 5.4 1-1 17
Proposed dividend 14-7 12-0 147 12-0
Other creditors 271 289 4-2 56
CGther liabilities 2039 1883 159+0 1258
Total amounts fallivg due within one year 475 . 217 194+3 140-8
Amounts Falling due after more thumn one year:
Borrowings under medium ierm committed facilities 434 527 40-1 47-9
Obligations under finance leases 03 1-5 0-3 0-9
Borrowings 443 542 40+4 48-8
Amounts owed to Group companies — — - -2
Taxation on profits 37 0-6 28 -
Qther creditors 7-8 63 11 1-5
Other Habilities 1.5 - 69 3.9 17
Total amounts falling due after more than onc year 55+8 611 44:3 50-5
Borrowings repayable in;
One to two years 16-2 17 150 Q6
Two to five years 2640 50+6 2544 482
Over five years 1995 ~2008 15 19 — —
443 542 40-4 488
Not whotly repayable within five years 2.1 3.5 — —_
Borrowings of Group companies are secured, by way of charges on fixed assets, to the extent of £3:0m

(1988: £3+4m). The Company's borrowings arc unsecured.

Interest rates on borrowings are based o margins over varigble lending rates.

e 2 ——— a3




rEHSETwE T TyYEETm- Y

G PROYISIONS FOR LIABILITIES AND CHARGES

Acqui-  Reorgan- Other  Deferred
Warranly sitions tsation  liabilities taxalion Total
fmn £m £m £ £in £m
Greyp
At 1 January 1989 14:3 X4 28 61 0.1 24+7
Exchange adjosrmsnt 07 -~ 0.1 0-4 (0-1) 1:1
Provided 15-4 10 240 9.3 — 277
Used (9+5) 1:6) 2-3 12 - (14-6)
Released 12) - (0+5) (3-0 0-1) 4-8)
Acquisitions of businesses — ~ - 0-1 63 0-4
Disposals of businesses — - 0-2) {0+5) 0-5) {1-2)
Transfer from revaluation
reserve - - — — T2 72
At 31 December 1989 19:7 0-8 1.9 11-2 69 40-5
Company
At 1 Junuary 1989 16 08 1-2 0-7 —_ 43
Provided 14 10 1-8 4:8 05 9:5
Used 0:4) Q-2 (1-8) 0-2) — 3-6)
Released (G-3) - 0-3) 0+5) - {1-1)
At 31 December 1989 23 0+6 0-9 4-8 0:5 9.1
Group Company
1989 1988 1989 1988
£m £m £m £m
Deferred taxation
Excess capital allowances over
accumalated depreciation 27 1-2 1-7 —
Provided against propetly sales 72 0-6 - -
Advance Corporation Tax a-2 (1-3) (1-2) _—
Cther timing differences-overseas {1-8) 0-4) —_ —
62 0-1 Q5 —

Ampim

[

The potential liabitity 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 14-6 19-3 5-2 10-9
Other timing differences (5-2) (5-0) 2-4) 2-5
Capital gains on revaluation of properties

and rolled over gains 19-8 4-5 8-4 4.3

292 18-8 11-2 12+7
Advance Corporation Tax 5-2) (az-n (5-2) 9
24-0 5-7 6-0 3-6

A

Advance Corporation Tax not yet utilised, amounting to £6-4m (1988: £37-6m), including that
shown above, hag been written Off in the year in which it has arisen and is available for the reduction
of liabilities to Corporation Tax in future years,

—



IZSHARY CAPITAL

Group and Company
Authorised Issued
1989 1988 1989 1988
£m fm £m £m
Preferved 5% Stock (now 3+5% plus tax credit) 08 08 08 0-8
3% Preferenve Stock (now 3-5% plus tax credit) 0:7 Q-7 01 0-7
Cumulative Preference Shares and Stock
(now 5% plus tax credit) 10 70 69 6-9
85 85 8-4 £-4
Qrdinacy Shares of 50p each 182:5 182-5 129-5 128-1
Authorisad share capital - 191+0 1930
Share capital, aljotted, called up and fully paid 137-9 136-5

wor e e —

The three Prefarence classes are of £1 umits,
The number of Ordinary Shares in issue at 31 December 1989 was 259,150,308 (1988; 256,193,592).

During the year ended 31 December [989:-

(a) 2,956,716 Shares, with a nominal value of £1 -4m, were issued for a total consideration of £3 -4m

on the exercise of options under (he Company's Share Option Schemes and

(b) the following ontions were granted:-

— on 15 March to 4 participants over 80,000 Shares at a subscription price of 192p under the terms of
the Appraved Share Option Scheme;

~ on 31 October to 17 participants aver 448,000 Shares at z subscription price of 213p under the terms
of the Approved Share Option Scheme;

~ on 31 March to 360 participants over 382,339 Shares at a subscription price of 167 7p under the
terms o7 the Savings-Related Share Opiion Scheme; and

— on 2 November to {001 participants over {,235,928 Shares at a subseription price of 192+ 3p under
the terms of the Savings-Related Share Option Scheme,

AL31 December 1989 options had been granted and were still outstanding in respect of Qrdinary Shares
under the following Schemes:

Number of Rangeof  Exercisable

Shares Subscription Prices
Appraved Share Option Scheme 4,508,000 104-0p~213-0p 1990~—1999
Savings-Related Share Option Scheme 8,058,854 91-2p~200-7p 1990~1994

13 PROFIT AND LOSS ACCOUNT OF VICEKERS PLC.
As penmitted by Section 228(7) of the Companies Act 1985, the Profit and Loss Account of the
Cornpany js not presented as part of these Accounts. The profit before extraordinary items of the
Company amounted to £27-4m (1988: £573m).
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1 RESERVES

Related
Shure  Revaluation Profitand  Companies®
Premium Reserve  Loss Account Reserves
fin £m £m £m
Group

At Yanvary 1989 223 1341 59+0 116
Exchange adjustment — - 24 -
Retained profit for the year ~— - 156-7 06

Premivm on share issues 20 - —_
Goodwill written off r—e - 749 e
Reserves reclassified — {5:8) 5-8 —
Revaluatica of land and buildings -~ £7-8 - —~

Realisation of revaluation on

disposals — (Y —~— -
At 31 Decetnber 1989 24-3 65+0 14940 12:2

The amount of unrealised exchunge losses (net of gains) on net berrowings at 31 December 1989

included in rescrves amounted 1o £2+7m,

The revaluation surplus of £65+0m on land and buildings has been credited to the Revaluation

Reserve net of deferred tax of £72m. Share  Revaluation Profitand
Premium Reserve Loss Account
£m £m £m
Company
At | January 1989 2241 5.2 50-1
Retaina:. profit for the year - ~ 114-8
Premium on share issues 29 — —
Reserves reclassified ~ 4-4) 4-4
Revaluation of land and buildings - 1746 —
At 31 December 1989 243 18:4 169-3
20 CAPITAL COMMITMENTS
Group Company
1989 1988 1989 1988
im £m £m £m
Qutstanding contracts for capital
expenditure 92-9 215 1-0 09
Further capital expenditure
anthorised 74 44 0-2 0-6
173 2549 1-2 I'5
2l OPERATING LEASE COMMITMENTS
Qther
Property Operating
Leases Leases
£m £fm
Annual rentals payable on leases expiring:
Within one year 05 1-0
Batween two and five years 1-3 2-1
Beyond five years 1-9 0-1
37 3.2
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WSOURCE AND APPLICATION OF FUN DS — Supplementary Information

1989 1988
Acguisitions Disposals Acquisitions Disposals
£ £m £m £m
Tangible fixed asyets (S 811 4546 52 26'6
Goodwill 74+9 — 3 -
Sixcks 71 359 6-8 295
Debtors 10-3 52-9 5.6 391
Creditors -3 (43-1) &4 (297
Minority interests ©-2) {13 - -
Cost of aequisitions 92-9 19-5
Net assets disposed of 900 655

carme oma - PP

2QCONTINGENT LIABILITIES

Guarantees and contingencies arising in the ordinary course of business are not expected to result in any
matacial financial 1oss to the Group. The Company has guaranteed indebledness of subsidiaries totalling
£6-6m (1988: £5-5m},

There are lawsits outstanding against Group companies for damages in respect of certain transactions.
The Directors have been advised that there are good defences inail materiad actions and do not believe
that the Group is likely to suffer any signiticant loss inexcess of the amounts provided.

- D e o e
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24 PENSIONS

‘The Group operates a number of pension schemes both in the United Kingdom and overseas. The major
scheries are the two raain schemes establisbed in the United Kingdom, the Vickers Group Pension
Scheme ¢*VGPS’ ") and the Rolls-Royce Motors Pension Fund (**RRMPE’") covering approximately
5,400 cmployees and 5,600 employees respectively. Both are defined benefis schemes, and the pension
costs relating to these Schemes are ussessed in accordance with the advice of qualified independent
actuaries wsing the Projected Unit Cost Method. The assets of these Schemes are held in separate
1rustee administered funds.

Thereare 11 schemes in place inthe Group's overseas companies, of which 9 are defined benefit
schemes and 2 defined contribation schemes. None of the schemes is material in a Group context, and
all of the defined benefit schemes have a surplus of accumulated fund assets over accrued liabilities,
These overseas schemes cover approximately 82 % of eligible employees.

‘The nension charge for the year has been reduced as a result of the significant disposal of businesses in
both 1988 and 1989, and by the introduction of SSAP24 (**Accounting for Pension Costs™"). The net
pension charge for the Group was £1-3m (1988: £2+ 7m) of which £1-0m (1988: £1 - tm) relates to the
overseas schemes.

Atthe date of the last actuariat valuations (April 1989) the market value of the VGPS and RRMPF
ussets was £393mn, and the actuarial value of these assets was 133 % of the benefits that had accrued to
members. The actvarial surptuses on these Schemes totatled £86 - 4m at that date, and, on the advice of
the respective actuaries, Group funding of these Schemes will remain suspended until the next actuarial
valuations. The assumptions which have the most significant ¢ffect on the resulis of the valuations are
those relafing to the rate of return on investments and the rates of increases in salaries and pensions. It
has been assomed that i investment return would be 9% per nnnum, that salary increases would
average 7% per annum and thut present and future pensions would increasc at the rate of 3% per
anmum, Diffzrences between the amounts charged in the Accounts and the amounts transferred to the
Schemes are shown in Note 14 (included in Prepayments falling due afier more than one year) and in
WNote 15 (included in Other Creditors falling due after more than one year),
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SOURCEOFFUNDS

T

1989 1988
£m £m £m fm
Profit after interest 83-¢ 098
Dividend from related company 03 (-4
83-9 702
Items not involving the movement of funds
Depreciation 21+2 230
Income from reluted companies (1-0) {1-2)
Minority interests 01 ~—
Currency variations 0+2) 0-8
Total generated from operations 1038 928
Funds from other sources
Shares issued 34 1:4
Disposal of fixed assets 27 11'3
Disposal of investments 1-5 20
Disposal and ciosure of businesses
—net assets disposed of 909 635
—extraordinary profits (losses) 1452 6-8)
3d6-6 166-2
APPLICATION OF ¢UNDS
Dividends paid 207 (18:0)
Tax paid (16-3) (s-1
Purchase of fixed assets (44-1) (35-9)
Provisions 7-0 09
Other investments 0-1) (1-5)
Acquisitions {net of cash acquired) 929 {19-5)
(167-1) 891
Movement in working capital
Stacks and work in progress 2-3 (31-1)
Debtors 32D (18:6)
Creditors i7:1 76
(178-4) (131-2)
163-2 35-0
MOVEMENT IN NET BORROWINGS
Net borrowings at 1 January 275 62-5
Increase/(decrease) in Jong term loans (*3) 09
Decrease in finance lease obligations (1-5) “'3)
Decrease in short term borrowings
net of cash atbank (157+-4) {316
(163-2) (35-0)
Net (cash)/borrowings at 3 | December (140:7) 27-5
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ROLLS-ROYCE MOTOR CARS
sRalls-Rayee Motor Cars Linited, Crewe.
Mulliner Park Ward Division, Loadon
*Rolls-Royce Motor Cars fncorporated, Lyndhurst, New Jersey, U.S.A.
*Rolls-Royee Motor Curs nternational §.A., St.-Prex, Switzerland.
*Conticri Riva S.p.A., Lake Isco, italy,

DEFENCE AND AEROSPACE
Vickers Defence Systems, Leeds and Neweastle upon Tyne,
Ross Catherall Group PLC, Killamarsh, Sheffield.
*Ross & Catherall Limited, Kitlamarsh, Sheffield,
Vickers Precision Components, Crewe and Shrewsbury
¥Ross Catharall Ceramics Limited, Denby, Derby.
*Trucast Limited, Ryde, Isle of Wight.
*Certificd Alloy Products Incorporated, Long Beach, California, U.S.A.

MEDICAL
Air-Shields Vickers, Inc., Hatboro, Pennsylvania, U.S.A.
* Air-Shields, Inc,, Hathoro, Pennsylvania, U.5.A.
Air-Shields Vickers, U.K,, Basingstoke.
Medelec Limited, Woking.
*S & W Meadico Teknik A/S, Albertslund, Denmark.
*TECA Corporation, Pleasantville, New York, U.S5.A.
Vickers Medical International, Basingstoke.
*Eudes et Constructions Electro-Mécaniques et Médicales, S.A., Lognes, France.
*Medelec Belginm, N.V., Antwerp, Belgium,
*Medelec Espana S.A., Madrid, Spain.
§ & W Vickers Limited, Sidcup.
*3 & W Elektromedizin G.m.b.H., Munich, West Germany.
*Vickers Medical Italia 8.pp A., Milan, Ttaly.

MARINE ENGINEERING
Vickers Marine.
Brown Brothers & Company Limited, Edinburgh.
Michell Bearings, Newcastle upon Tyne.
Sione Vickers Limited, Greenwich,
*Jered Brown Brothers Inc., Troy, Michigan, U.S.A.
*KaMeWa A,B., Kristinchamn, Sweden.

OTHER ACTIVITIES

Crabiree Vickers, Leeds.

Vickers America, Inc., Lyndhurst, New Jersey, U.S.A.
Vickers Pressings, Newcastle upon Tyne.

Vickers Properties Litnited, London.

RELATED COMPANY
Brown & Roct Viekers Limited, London (30 %) ~—balance held by Brown & Root (U.K.) Limited.

Note: There are excluded from the abave list certain operating units which, in the opinion of the
Directors, da not materially affect the results of Vickers P.L. C. The whole of the issued skare
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 companies. All of the companies shown are
incorporated, and gperate prircipally, in the countries indicated.
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NOTICE 1S HERERY GIVEN that the ong hundred and twenty-third Annual General Meeting of the
memnbers of Vickers PLL.C will be held at the Confereace Hall, Miltbank Tower, Millbank. London,
SWIP 4RA. on Thuesday, 26 April 1990, at 12 ngon, and that the business to be brought before the
meeting will be:

1. To approve the Accounts for the year eaded 31 December 1989 together with the Repots of the
Dircetors and Auditors thereon,

2, To declare a final dividend of §+ 6p per Ordinary Share of 50 pence equivalent, with associated tax
credit a1 the current tate, to 7+ 5p gross on the Ordinary Shares in respect of the year 1989, payable on
11 May 1990,

2 To re-elect as Directors:-

a. Sir Colin Chandler

b. Mr, D. L. Mawson
who, having been appointed members »f the Board of Directors since the lagt AnnuMgGeneral mecting,
retire under the terms of the Articles of Association,

4, To re-elect as Directors:-
a. Sir David Plastow

b. Mr. D.J. Kingsbury
who retire by rotalion under the terms of the Articles of Association,

5. To re-appoint KPMG Peat Marwick McLintock as Aud v“’ ompany and to resolve that

their rentitneration be agreed by the Directors.

As Special Busiaess, to consider and, if thouw
proposed as Special Regalutions: '

. To rcsolvc that:~

a

Scction 80 of the Compunies

ffers or agreements to allot relevant securities up to an
aggregale nominal unt 3,000,600 pruvided that equity securities allotted or offered or

agreed to be allo

Company’s Hwed Ordin® share capital as a1 31 December 1989,
(b)the Direcigrs bigupowerad to allot and to make offers or agreements to allol equity securities
d du the period of the said authority 4s if Section 89(1) of the said Act did not

appiy h allotment;
(c) thgsaicuut and the said power shall allow and enable the Directors to make offers or
agr \ which would or might require the making of allotments afier the expiry of the said
periad;
(d)the authorities and powers hereby conferred shall be in substitution for any previous such
avthority or power; and
(e) for the purposes of this Resolution:~
(i) ‘‘rightsissue™ maans anoffer of securities open for acceptance for a period fixed by the
Directors to hoiders of Ordinary Shares on the Register on a fixed record date in proportion
to their then holdings of such shares (but subject to such exclusions or other arrangements ag
the Directors may deem necessary or expedient in relation to fractional entitlements or legal
or practical problems under the laws of, or the requivements of any recopnised regulatory
body orany stack exchange in, apv territory), and
(iiy ‘vords und expressions defined in or for the purposes of Part IV of the Companies Act 1985
shall inthis Resolution bear the same nieaning,

2. To resolve that the Articles of As.oriation contained in the printed document to be submitted to this
Meeting und, for the putpose of identific tion, signed by the Chaivman thercof, be and the same are
hereby adopted as the Articles of Association of the Company in substitution for, and to the exclusion
of, the existing Articles of Association thereof,

By order of the Board,
Nichelas Bevins
Sccretary

26 March 1990
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Any membergntiticd to sitend ond yore is ettitted to appointong - ¢ more prbxies to attend and vore (bul
ity the case ofan individual member o a poll otly) in their stead; a proxy necd net be 3 meruber.
Completion of a Form of Proxy will not prevent members from attending the Meeting und voting in
person should they o wash, Proxies must be fodged net Jater than 12 noonon 24 Aprifegg0.

Halders of Prefesred 5% Stock, 5% Prefarence Stock, Cumalaiive Preferenge Sigand Ordinary
Shates are entitled 10 attend and vote,

Copics of Directors' service conteacts (urless expiring, or determi ¢ Coinpauy without
payment of compensation, within one year) will be availuble for inspection al WFRegistered Office of
the Company duting normal business hours from the date of this il the date of the Annual
General Maeting, and ¢ the place of the Meeting fora period of 13 tes prior to the Meeting and

during the continuance thereof,

REGISTERYD OFFICE

Vickers House,
Millbank Tower,
Millbank, /
Laoundon, SWIP 4RA Bankhead Crossway North,
Tel. no.:01-828 7777% Edinburgh, EH11 4BR
Tel, no.: 031-442 4111
REGISTERED IN LONDON znd
UNDERNG.3543 29 Gresham Street,

\ London, BECZV THN
Tel, no.: 01-623 4356%

*The London co arffigs onty May 1990w 071,
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1989 29 SEPTEMBER

Interim dividend for 1989 paid on:
Preferred 5% Stock

5% Preference Stock

Cumulative Preference Stock

P e e e =

1990 26 FEBRUARY

Final dividend recommendation for
1989 apnounced on Ordinary Shares,
together with resu’ts for year ended
31 December 1989

26 MARCH
Report and Accounts posted te
Sharcholders

30 MARCH

Final divideid for 1989 paid on:
Preferred 5% Stock

5% Preference Slock
Cumulative Preference Stock

3 NQVEMBER
Intes :am dividend for 1989 of 3+3p paid
per 50p Ordinary Share

26 APRIL

123rd Annval General Meeting to be
hetd at the Conference Hall, Mitlbank
Towwr, at ]2 noon

11 MAY

Final ¢°~idend on Ordinary Shares, if
approved, to be paid to Sharcholders
on the Repister at 12 April 1990

SEPTEMBEK
Results for the six months ending
30 June 199G to be announced

ANALYSES OF ORDINARY SHAREHOLDERS

31 December 1989

CATEGORY Number % Holding %
Individuals 26,809 915 34,885,356  13-%
Banks and nominee companies 1,831 63 109,698,255  42-3
Investment conmpanics 52 02 2,637,675 1-0
Tnsurance companics 127 04 24,887,962 9-6
Other companics 394 1-3 66,903,028  25-8
Pension funds 20 01 13,531,726 5:2
Universities, schools and othat corporate bodies 72 0-2 4,606,306 2:6

29,305 100 259,150,308 100

SIZE OF SHAREIIQOLDING
1~500 13,489  46:0 3,318,203 1-3
501 1,000 5532 189 4,198,232 1-6
1,001--1,500 2,922 10-0 3,654,534 1-4
1,501-2,500 3,433 117 6,857,520 26
2,501-12,500 3,230  11-0 15,243,946 59
12,501 --60,000 349 1-2 9,596,282 3-7
60,001 - 125,900 108 0-4 9,565,074 37
125,001 --250,000 7i 0.2 13,648,138 53
Over 250,000 165 0:6 193,068,379 74-5

29,305 100 259,150,308 100




