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Oparating Profit bolore
rastructuring costs
incrensed by 43% from
£38.6m to £52,5m,

Turnover improved 7.5%
from £689.6m to £727,2m.
Group roturn on sales
bofor: hestructuring costs
up from 5.3% to 7.2%,

Normalised carnings par
share advanced by 31%
from Bp to 10.5p.

Dividand per 50p Ordinary
Shara up by 58% firom p
to 4.75p,

Net cash at year ond
increased from £18.6m to
£50.4m.

HIGHLIGHTS OF FINANCIAL PERFORMANCE

1594 £721.2m
1993 2680.8m

1992 LY18.5m

Turnover

1994 10.5p
1993 &.0p
1992 (7. 0p

Neormaliced

Earnlngoi{foss) por
QOrdlnary Share

1994 £52.5m
1993 £24.6m
1992 £12.0m:

Operating Proflt
bafore restructuring
costs

1994 4.75p
1993 3.0p

(992 1.5p

Dividend por 50p
Ordinary Shara
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CHAIRMAN'S STATEMENT

THB PROFITS of your Company grew vigorously kn 1994, Operating profit before vestructuring costs wis
£52.5m (1993 £36.6m) and, aftes the restructuring custs and the loss on the disposal of a subsidiary

toteliing £9.1m, profit before tax was £44.8m (1993 £32.3m). The tax chasge wus £12.1m (1993 £6.6m),
loaving profits after tax for 1994 of £32.7:n (1993 £25.7m). Normalised carnings pev share ere caludated ot
10.5p., & 31% improvernant over the figure of 8.0p. achieved in 1993, Sir Colin Chandler explains the highlights
of this year's results and activities in his Chief Execut(ve’s Operating Review,

Increosed soles and dividend

Vickers' 1994 salas improvad by
5.5% aver 1993 to £727.2m and
it is a sign of the strengthuaning of
tha Company that tha Group
ratirn o theso salea before
rastructuring costs roge from
5.3% to 7.2%. Profits increzsed
ovar 1993 In each of cur cora
Divistons, except Madical,

1t is agoinst this background of
progress ond growth thot the
Board hag docidad %-
recommond to sharcholders a
final dividend of 3.0p (1993
1.75p). Together with the
Interim dividend of 1.75p, this
makas & total for tha year of
4.75p, &n Increase of 1.75p, or
58% on 1993, This dividond
recommencation s consistent
with the Boand's declared policy
of rolsing the rowards v
shargholdars brozadly In
propestion to tha Company’s
growth |n earnings, whila
malntalning dividend cover of &
least twice normalised carnings
(1594 2.2 umet; 1993 2.6 timas)
o that the Company's growth
cen be sustalned by fvrasting
rotzined camings In the business,

Cach and investment

Anothar noticeable foature of
Vickers' 1994 porformanca has
baen our strong cash goneration,
agatn rosulting In act cash st cha
year end, This paskiva cash
position has given tha Company
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the nacassary sCopa to
accalorato approvals of
opartant invesunens proposals
for naw plant and projects and
to consider scquisitinns of
complemantary businsses,

Tha Irvesement by Cosworth In
a new alumintuem castings facility
at Woycostar is an axampla of
the former, and our purchase of
FF Jet In Finfand to add on to
KaMeWa's vratsr jot propulsion
2edvitles (5 an ewmplo of the
lamar.

Boing cash positive has also
conuituted to the confidenes
with which Vickers has entored
Into collaboration with BMWV
for the noxt generation of
Rolis-Royce end Bentloy models.
It Is chrough such investmants,
acquisitions and collaborations,
that the way Is belng paved for
the continugd 2nd succassfel
rebuliding of Videers under Sir
Colin Chandler'’s lkendership.

Pardclpative managemont
ant worldorco

Slr Colin and his tcam hava
exarcired determinatdon b
opplying thelr deliborately
participative mathed of
management throughout the
Compzny. Tha stratogle
dircction of each butinass ks
shaped within o framaveri of
contultation while mainizining
tre accountability of tha line
manzgaments cancerncd. This
ensurat Individual responsibility

and maxdmises ontropronauirial
enterpriso within the overall
context of Vickers' awnarehip
and cantrol.

| would Eka to commend to
sharcholders the unstindng
efforts of 2!l our executives, saff
and woridorca In achiaving
Vickars' succoss, which v
Bozxrd recopnises and for which
ft is exerematy graccful.

Boord changas

There 2r0 sormae changas in your
Board's membarship to report
to you. Whih the crcepion of
Chalrmen of comanitioes of the
Board, your MNon-Exocutive
Directors iyplaally terve for six
to nine years. Following this
patteim, His Royz! Highness The
Duke of Kent bs not offoring
himeelf for re-clocdon 2t the
Annup! Gonerzd Mecting. His
foyal Highnass joined the Board
tn 1987 and Vickors has beon
eapeslaty priviaged to bave had
tha bensfit of his wise snd
knoviedzoabla counsal on
internationsal trado and military
matters for elghe years. YWe will
greatly miss kis comeibution o
our wihirs ond his good
company, a5 will thasa many
employacs with whom ho built
up a naural rshport and
understending,
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Sir Richard Loyd, Bt

Tha Board has appointed three
ncw Dircetors who coma up for
elaction 2t the Annuat General
Mocting. On § funo 1994,
Androw Jol.n was promoted to
the Boord 28 Contmerdial
Diracter, On 7 Octobaer.
BRI R O < , . ‘ Sipko Hulsmans, Chlaf Executive
" »g&ff'"':v."-;.} ;o ' s L ? ol of Cournautds, jolned us as a
i b s S R Non-Exccutive Director. On
1 January 1995 Chris Woodwark
was sho promozcd to tha Board,
Tha expericnca which all throe
bring o tha Board greaty cdds
to its srengtha, As nlecady
snnounced, Pater Ward, who
played such a signilicant partin
reviving the fortunes of
Rolls-Royea Motor Cars. of
wiieh he rermaing Chairman, is
; y e “1  relinguiching that appolntment
Taivg o ake 1 and his membership of tha Board
g o i<zl when he loaves Vicken later
s yoar,

Progpeees

Following tha very cifectve
Irnprovements which hava been
carvied aut In Viekors ovar tha
PR tvro yeurs, | am enafdent,
plven bzt the stiustion bn our
rrarkees remalns on i presont
courte, that prospaects for tha
Compeny In 1995 wifl contirue
to ba encoureging 2nd provide
fursher grownh for sharcholders.

cf L
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CHIEF EXECUTIVE'S OPERATING REVIEW

URING 1994, VICKERS eontizus} to Falfif its promise to shareholders. Strong management, building on the finoncial and
efficlaicy measures implemented during the previous year, continued to deliver real, tangible benefits — profit und carnings growih.

Two significant cvents underplnned the Group’s future. The UK Govesnment confizmed a follow-ca order for 259 Chellenger 2 tarks.
In addition, the collaborative agreement between Ralls-Ropce Motor Cars and BMW is exciting and holds much promise for the years
ahead. A sound financiol performance reflected o story of contiaing recovery and growth bn our core businesses, except Medicol — end in
some of our non~core ones as well. With a strong net cash position, the Group ls poised to teke advantags of attractive business

opportunities os they arise,

-
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A yenr of growth and Rolls=Royco Motor Cors The road engines business won
achlsvoment Tho coliaborative egrooment ather conzees to offset lower
Yickers' performance during betwaen Rolls-Royce Mowor ﬁs‘:sm" of tha Ford Scorpio
Escort. Increasingly,
1994 sxw the benefits accruing Cart and BMW should prove to c h Is supplylng any
from tha changes made during be an extremaly significant speciallst com nenfas wall a3
tha pravious year, 1dentfication developmant for tha future of ;o 1994
and control of constructive tho business. kil providafor SO 1nee 1P R
change is now contnious, and the future supply of engines for businss: harmvi;g wonav. \Iu:b:c:
tha ready acecptance of this Rolls-Royce and Bentley carsand 0 (o hS‘;N Aj26
unraienting challange by the offers tho prospect of engino, f s slready
management team I8 a signiflcant colhborative enginecring ovar Investing in & now £8m facilly,
factor In our achiovoments. the longar tarm, *
Agalnst the background of Rolls-Royea Motor Cars Daofanca Systems
Vickors' fundamental strengths = continued to refresh s exdsting
quallty brand names that are renga of mod: avolutionary oo peres g’a'f’;:::‘m” year
market leaders — wo worked enginoering was complomentad In Msy, er zs'um, y he
hard at sharponing the by an Increasing cmphasis on B c!sh' Arm: vs Fog smal
competitive edge of our limited edition nichos and Acce standards, an
bualnessas, Wa ara now seeing baspoke models. 1994 successes i ¢ and i
soma globa! economle growih inciuded the Rolls-Royca Flying ’m in its own right,
and benafits will fow through to  Spur and the Bontlay Turbo °S', wehich led dircctly to the MoD's
Vickers' businessos, although not  Althcugh unit sales grovith firmation of 2 folloveon
necessarily at the sama speed appears modest - nround 4% - ordar fos on sdditionsl 259
dua to the varying conditdons in a vicher producy mix moant 25, Tho cariy timing
ths market niches In which our increzsed profimbiliny. Thisis of the & onder vizs
businessos oporate, expected to be an Increasing
trend for the future. pardicularly ploasing, s was tha
The fnsncial performance of the fact that it wos placod in a single
- Group continuad on on upward e rith tranche, Tha Defonga Systems
path. Frefit growth was healthy, Diviston's order back s now
with positive cach flow rezullng  Cosworth arjoyed o year of aver £1.5 blilon. Sadly howver,
in a strong yozr-cnd not cash great achiavament on the racing even with this worldoxd, we still
posiion. Czpltsd oxpenditure in - clrosk and in fes financhil rosults.  meedod a modast reduction in
tha year, togother with approvad  Tha 1994 Formuta § drivers’ tho workforeo to maka the
and commited axpenditure ot world diamplonship was won by busingss more competitive.
tha end of the ycar, amounted to  Michac! Schumathor Ina
£43.2m and Is expected to rise Bencton-Ford using the
this year. Cosworth-develepod Ford
Zewee-R engine, whik on tho
Indy circult, Ford-Cosvworth-
powered cars <orad four race
victories,
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Propulsion Technology

The decision tzken late in

1993 to group the Company's
aerospace and marine
enginearing businesses In a new
division, Prepulsion Technology,
has mada the operation more
effactiva, The Individual
tompanlas cnjoyed mixed
fortunes in 1994, bur all are
Yeanar, firter and strongly placed
in thelr respective markets to
exploit growth opportunities,

The world acrogpace narket
remained flat, although wo wilt
mads a profit. Observers
forecast that this market will
racovar strongly in 1996 and we
ara ready 1o ke advantago
whon that happons, In contrast
to 2arospaco, thera was
persistent growth In demand for
wurbocharger whecls, particutarly
for the car and Hiht truck dlesel
marker. Tho marine propulsion
businass continucd to expand
and featured an outstanding
parformanca from KaMaWa,

Sl Golin Chandlor
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Medical

Profits wera down on 1993,
Howsgvar, tha medical business

- took 2 numbar of inftiatives 10

Improve operating efficiensy in
1994, notably roducing
dlstribution costs In Europe.
Uncertainty over the propossd
health aare reforms in the:
United States was translated into
delerral of purchase decisions,
Neverthelzss, wa still hava the
world's strongest neonacal
Intensivo care business, Tha
nouro-diagnostic businass
continued to perform well,
holding its strong market
position, but our monitoring
equipment businass faced
dJifficuldes in certaln markets,

Qehor activities

Brawn Brothcrs made excellent
progress in 1994, achieving
rocord sales, prafic and orders,
whilst jered Brown Brothers in
tha US 102 aut to break-cven
sfter tosses in 1993 and
succacded In boatng this carget,

Crowth comtinicsa.a.,

Vickars continuad to dslivar
growth during a rewarding 1994,
The busincsses moved forward
purpesciully 2nd most reported
Improved profinbiliy. uking
advanuga of tha leaner structure
and new culure Introdusod 2
year earlior. Vidiers Bnow ina
strong inancial position. Qur
eora busineises ore markat-
leading. quality oporutions.
polsed to tha ull cdvannage of
uptums in thelr respactva
marlcts. Wa look forward w
rowth continuing in 1995,

VKIS SLC
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OPERATING REVIEW

HE AUTOMOTIVE GROUPING, comprising Rolls-Royce Motor Cars, Cosworth and Riva,

overall enfoyed a year of growth and success, Bullding on the elficleasy and productivity measures of the
previous year, Rolls-Royee Motor Cars Increased seles and profltabllity. Significantly, the company’s long tea s
futuee ws socured by a collaborative agreement with BMWL Caswarth-developed englues again dominated the motor
racing scene, highlighted by powering Michael Schumacher cnd Benetton to victory In the Formula 1 diivers” world
champlonship. Riva mode further progress tewards break-even,

Rolis-Roycao car sales upt
high-value product mix

Sales of Rolls-Royca and Bentley
motor cars Increased by 4%
during 1994 against the
background of a 7% declina In
the overall worldwide luxury car
sactor. Worldwida sales of
1414 unhs reprosontod s lovel
comfortably abova break-aven
voluma. More importantly, the
preduct ralx ¢ontalnad an
increasing propordon of high
spocifization, imited edition
niche and bespokie modals which
bocsted overall profitabilicy,

I the UK 2nd japan, sales rote
by 20% and 224 respectively
over 1993 leveis. The Padfic
marfats, ospocially Australia,
also saw strong grovth, North
Americs saw 2n uptisin In
daomand In tha last four sonths
of the year, lcaving total sales
onlyt slightly down on 1993 levels.
Sales mirrored dovnward
market trends In Geremany and
Franea, shhough there was
avidence of improvemant in
theso markats towards the end
of 1394 and chis has continuad
into 1995,

Now medo! lounches holp
1994 and on o high nota

The Introducdon of highly-
acchimed Imitod-aditlon models
benafitod all markets In tha lattor
pare of the year, In the US chis
included o wrbochargod

[ VICKERS PAL

Ralls-Roycs Comiche §. Demand
also surpassed supply targots in
selected markots for tha Bantley
Turbo 'S', Later in the yuar
cama tha tuccessful uach of the
fastest evor Rolls-Royco motor
car, the turbachargod Flying
Spur. Regular updating of the
ranga continued into 1935 with
tha taunch of tha now Bantley
Azura canverdbla in March,

A centra of ancollenca

The continued secass of the
baspoke coachbullding and
dasign eperation ot Mullinor Park
Ward, Crowa, excoodad
expectations. Aston Martin
acknowladged these outstanding
skills by signing animpertant
contraet for tha painting at
Crevea of Its highly-acchimed
new DB7 model,

(Right} Tha latas
additian to tha Dantley
range. The Pininfaring.
stylod timited wdltfon
Arure convertlble,
haunched Merch 1995,

{Brlow) The turhs-
cherped Rolls:-Royee
Fiyt=g Spur. A timkiad
edivdon ineded aiforing o
wnique bland of uxury
wnd anhaneod
pariormanca,

——— s
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Tha Parts and Accessorios
busiross enjoyed a very
productive 1994 with szles ahead
of 1993, The Specklist Enginos
buslness, serving tho Bridsh
Army and Royz! Mavy, slso made
a valuablz contribution wa

overall profiaabifity,

Tha Company maintained its
comnitmant to research and
development and £10m of eapital
Invastment fundsd the
evolutionary enginearing that
delivered tha special limited
edition models,

The drive for efficlancy and
suparior quality continucs

Increases in productivity and
reduced build-cycle times ware
among & range of improwvamants
In manufacturing parformance.
The achlovemant of thasa, whila
sathsfying an increasingly complex
buitd programma, !s a fina
tastimony 1o the callbre of the
worlkdforca,

Rolls:Royeo and BMW -a
pertnorship for tho future

The rerssment reached with
BMW, whith provides inttiatly
for the future supply of onginas,
should prove to bo animportant
milestona for Rofls-Royca Motor
Cars In mepping tha medium and
long term future of this famous
company. Now: leglislativa
roquiremants on emisslons and
fuel consumption wil Impose an
increatingly expensiva burden on

ongine manufacurers. Housevor,
tha pssoclation with BMW will
sccure the bast avallabs englnes
without tha nodd for such costly
Invesument by Rolls-Royca
Moter Cars.

Concopt fava was presented
atshe 1994 Genova Show,
generating groat excltoment,

A study to rafing this projece,
before desitlons ore mado on ts
nexe seage, will be underealen In
1995,

[l
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OPERATING REVIEW - £ TOMC

1974 £20T0m
1993 £238.9m
1992 £233.0m

1994 €200
1990 £19.5m
1952 £(15.5)m

AUTOMOTIVE

Turnaver

Cosworth - a racing success

Cosworth is synonymous with
succass on the motor racing
circuit and tha 1994 seasen

was highlighted by Michael
Schumacher winning the
Formula | drivars’ worid
champlenship in & Benetton-Ford
powered by the Cosworth-
designad and built Ford Zetee-R
angine, In its début year, this
angina won its first four races,
2nd clght in all - the highest
accalade o Cosworth's
engincering excallence,

In Formula 3000, Cosworth
enginas were used by tha winner
of tha Eurepaan Championship
for the fourth successive year,

IVE

QOperating Profit/(Loss)

baoforo restructuring costs

while in the North American
IndyCar series, Ford-Cosworth
XB englnas scored four more
race victories in their third yoar
of competition,

Ford-Cosworth enginad cars
again recarded numerous rallying
successes. In touring cars, the
Ford Mondeo with its
Cosworth-prepared engine won
the FIA Touring Car World Cup,
followed rapidly by the TOCA
Shoot-Qut. Meanwhila, Opd!
seorad {ts first victory in tha
highly-competitiva Germazn
Touring Car Champlonship in
the first year of its partership
with Cosworth,

Domination of the grid

Winning Is exciting, but equally
imporsant to Cosworth’s racing
business Is domination of the
startng grid, In addition te
Benetton with its Ford Zetec:R
engine, four other Fi teams used
the zcclaimed Ford HB ergina,
Cosworth thus supplied more
than a third of the F) grie and
more teams than any cther
manufazturer. in kndyCar racing,
60% of the c2rs used
Ford-Coswoith engines. Engine
rebuilds are as important as
engine manufacwre for
Cosworth's racing business.

a VICKERS PLC




(Abavs) Tha Sauber Pord
C 4, fttod whth the
Cosworth-designod ond
buiit Ford-Zotae R
ongina, In practica for tho
1495 1 soccon,

{Below laft) A Cosworth
designod and bull ongi
powarad Michaol
Bchumachor to victory in
tho 1594 P world
drivery® champtonship,

In response to the latest Fl
rogutations, two naw VB anginas
will be Intreduced for the 1995
seasen and thara Is avery
expactation thoy will maintain
Casworth's high standards.
Szuber will ba the 1995 Ford
Worlts Team and confidance

is high,

Engino businasa looks ohend
Tha prospects for Cosworth's

read cngino business improved in

1994 23 the modificd version of
the 2dwakeo V4 cngina was
launched in Ford's ra-styled
Searplo car. Sales of the
previous version of tho Scorplo
and tha RS Escort Cosworth
wore 2 lledo diseppetating, but
new manufacuring business was
attracted to compensata.
Invastment continuas apace and

Cosworth I3 injecting some £3m
in & novr facllity to axpand its
capabllitias at the forefront of
power traln davelopment,

‘Tha naw facility will be equipped
with soma of tha most com-
prehensiva vehicle dovelopment

equipment ln the industry,

Profitabla nav nvestment
opportunitos in eastings

Cosworth's Worcaster-bared
castings business announced an
£8m bavestmant in 2 now facilicy
ta mest tha grawing devand
from tho autamotive Industry for
high-gquallty precision castiags for
aluminfum eylindsr hoads ond
blocks. Premptad by tha
contract won fram Jaguar o
supply cast compencents for its
new AJ26 enging, phasa onc of
tha new aluminium casting facility

Is set for completion carly in
1996,

Riva holds {lem

Cantlerd Riva, tho Irian howry
pawar bozx maker, malntotned
selos tevels and Impreved its
ordar intzke in the face of
restrained destand. Whita
rastructusing costs contributed
to 3 loss, the management ook
correciiva actlon, ot tha same
tima ensuring product
developmant esponditura on buy
products was matniainod. This
included 2 now 33 Gleano with
threo engina options Introduced
st tha 1934 Genoa Show, olong
with improvemans o tha
exdsing range. Furthar product
axtension plans Includa en Ope
Spoad Crulscr in the 50 foot
rangs, to ba kaunched tn 1995,

VICHERS P ]
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OPERATING REVIEW

ICKERS DEFENCE SYSTEMS reached a milestone year in 1994, The fitst Challenger 2 Main Battle Tank was
delivered to the British Army after meeting the rigorous Formal Acceptance Standards of the Minlstry of Defence,
‘This ieat was crowned in May when the MoD confirmed a follow-on order of 259 tanks. Vickers Defence Systems is proud
of its responsibility in providing an impartant component n the country’s defence equiprent end delighted that the Division’s
order book kas now risen to £1.5 billien, securing the future of the business into the next century.

Challengar 2 rolis out

The Challgngar 2 Main Baule
Tank Davelopment and Trials
programms, ono of the most
rigoreus ever implemanted fora
land-bated defence system, was
completed succossfully. indead,
the Natlonal Audit Office
recorded this as ona of only two
such projects co be fulited on
tima and to cose. Forma!
Accepranca of Challenger 2 by
tha UK Ministry of Defence was
achifeved in May.

0 WVICKERIPLC,

In july, the Secretary of State for
Pefenca confirmed the purchasa,
in 2 single tranche, of an
additional 259 Chalienger 2 tanks
and a substantlal togistics
package, to make up the British
Army's required tots! of 386
tanke, Also in fuly, the first
production Challeagar 2 was
handzd over to tha Secretary of
State for Defence 2t a special
ceremony 2t tha Leads factory.

The transition from Challenger 2
Development and Trials to initlal
deliveries, colnclding with the
complation of ather major
cantracts, resulted I redeced
1994 Divislonal sales compared
with tha previcus year,
Novertheless, an increased
wading profit was made,
Turnovor is dua to rise sharply
In 1995 a5 Challengor 2
production gots into its stride,

{Abova) Chalienger 2
going chrough its paces at
the Armouraed Trioks and
Dovelcpment Unle,
Dovingdon.

(Rlght) Tha Challengor
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Follow-on ordar securas
cha futura

The UK MoD Challengsr 2
ordars have helped to secure the
future of tha Division over at
least tha medium torm, standing
in excess of £1.5 billion and
helping protect jobs both at our
factories and those of our
suppliers.

Whils attentlon s often focused
on thz tank lsel, other alomants
of tha Challenger 2 contract are
not insignificant. The larga
togistic support component is
voluad at over £244m and this is
the first dmo the Mintstry has
entrusted totl logistic support
responsibifity for a tank weapon
SYSIem to 2 prime comractor,

With Initlzt production for the
UK MoD concentrated ot
Dafenco Systems® Leads factory,
tha Naweastle ypon Tyna sister

W EW MM GW tLmimasaEaw RREAah

plant is rezponsibla far mecting
tha firss overeeas order for
Challenger 2 to tha Poyal Army
of Oman, This contract provides
for a comprohensive ranza of
equiement in addidan o
Challenger 2, Including driver
troining tanks, recovery vehlcles,
anl transporters, command
vehictss end a full logistic

support package. The Newceastle
plant will also begin deliveries of
Challangar 20 the UK MDD -
tater this year.

Fighting vehlcles for the
naxt contury

Adraady, the Division ki tooking
at more distant horizons.
During 1994, Delencs Systems
completed an Intuisl feasiblliey
study for the UK MeD on the
next generation of
reconnalssanca vehitled, known
as TRAGER. Whila formasl
go-shead s awelted, the Division
beliaves that this programme s
likely to continue. f 30, Vickers
will agaln relish the prospect of
an intamatlonat competition run
by the UK MoD to select the
right wehicla,

VOBRSALC W
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Othor lmportant contracts

By the middle of 1994, the
Divition completed 2 ¢ontract to
supply wrrers to GKN for the
Warrior Armoured Infantry
Vahicle, These vahicles continue
o serva in Bosnla, whera thay
have additionsl protection from
special appliqué armour, 2lto
manufactured by Dofenca
Systems.

1994 £125.0m
1993 £144.9m
1992 £179.2m

1994 also saw the completion of
a contrace o supply Vickers
Mark 3 medium tanks, recovery
vahicles, bridgetayers and
logistics suppore. initial
deliveries to Hyundal of bridging
systoms for the Korean Ki tank
also commenced during the year.

Thao Olvisien dellverad tha firse
of lts Pracision Gunnary Tralning
simulators to the UX MoD in
November for assessment,
following the contract award in
1993, Challenger 2 tank crews

1994 £12.Tm
1593 £10.3m
1992 £7.8m

DEFENCE

Turnovor

12 WOKERS LG,
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‘Lok) Bofonca Systoms*
Praciston Gunnary
Tralning simulator can
2 adapted (o any typa
o ennk,

{Bolow) Chelionger 2u for
tha Roys! Army of Oman
in production at Vickan
Qefonco Systoms® factory
n Noweastk upon Tyno,

will use this equipment, but it
can ba adapted to any typa of
tnk Tralnlng systoms that
utillisa simuladon havo great
potentizl, glven [ncroasing
environmental and budgetary
prossurcs,

Tachnical and Loglstic Sarvices
Limited (TLS), the [olnt-ventura
company formad by GKN
Defonce, SERCO and Vickers,
mada ies firse bid In 1994,
Although the inshouse tender to
run 18 Ba1o Waorkshop uhder
the UK MoD’s market tosting
programma won on this
oterslon, it was entouraging that
TLS way confirmed as having
submitted tho bost commeareial

offering. ‘With a now UK MoD
market tosting programme
underway, TLS will contlnue to
bid for sultablo projacts,

Efficiency and highest
product quality

It was important for Vickers
Defence Systems 1o Introduce a
naw manufacturing stratogy to
achiova the highot product
quality and adopt faxible
manufecturing systams. A £12m
lnwastment programma in new
maching tools and quality
control systoms bogan in 1993
and remains firmly on track.
Daspita the heavy workload, It is
Imperative that the business

remalns cost-cilicient. As part of
tha nccostary restructuring
process, tha workforce was
trimmed at both ghes = achieved
through voluntary redundancy
and carly retiromont = tho costs
belng Included in tha 1994
results,

Recognition of tha Divislon's
high stendards was clso achloved,
Tho Quality Managemant Syztom
oporated by Vickars Dofence
Systems obtnined approval ta the
150 5001 srandard in july,
follovsing rigorous assessmont
by Loyds Registar Qualicy
Assureace, Tha Diviston has
now commaneed 8 programms
airied at achioving the Investors
In Pocpla aceredimtion.

Futuro banafits

Vickers Defenca Systoms
Divlzlon can reflect. on 8 highty
successful yoar of notabla
achlevernants, Even though sales
volumes wara down during
transitlon to full Challenger 2
delivery rates, profits wore up,
Onga Chellanger 2 producton
thas 2ccclorated, tha finzncil
benefits will also flow through
and dhe Diviston witl bo well
placed 1o bulld on les success snd
strengthen it position s tho
UK's leading supplior of
armoured vehiclo systems,

vIERiPLE 1)




OPERATING REVIEW

r'[‘HH COMPANIES that make up Vickers Propulsion Techuology Diviston enjoyed mixed fortunes in 1994,

o The aerospace market veuained flat, althrough the businesses still made a profit, Actions were taken to pasition
the businesses to explott the more fmrourable markst conditions thot are forecost to return in 1996, There was
strong growth In the automotive market for turbechanger wheels. The marlue enginecring businesses continued to
prospes, led by an outstanding performance from KeMeWa. Al of the businesses re now Jeaner and have sound
operatians, Already Inter-compary synergles are being exploited In this scoond year, following thelr grouplng under
the Propulsion Technology heeding.

Lenn, efiiclant and profitabie  The marine market overall Across the Divislon, tha drive
seagod soma recovery in 1994 for efiiciency continucd, while

T companies ‘::';:3“‘"?;::0 and this was exploited to the full  maintaining capital invastment

enginoerd bu’:lanau are by Vickars' businesses. The and oxpanditure on rescarch wnd

e o.rdn nfg;“ +r results o3 3 ordor book grew in sizo and real  development. Tha businassas

:l:gie griupln:efcr ‘:a first time advances have baen mada. ara {san and sbly positioned o

following the creation of the reap mxhnunrl::;:fsit“:r:::h

Propulsion Technology Diviston 8 oppo i

in 1993 raspective markats,

Trading conditions remalned
diffieult in the serospace market.
Therefore, it was a very
determined performance that
retulted in profitble operation,

(Batew) KoMa\Wa leads
tha way la she rapidly
davaloping markot for
watef Jet propulilon
wystems, particularty for
Hgh-tpaed larrios,

dospite having to Incur further
restructuring costs during the
year.

The automotive markot for
turbocharger wheals meintained
good growth In 1994 nnd helped
offset the weaknasses In the
asrospace market. This demand
growth is continuing Into the
CUrrent yoar.
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Acrospaco ndvancos daspite
difficuls market conditions

Suparalioy produces Ruae &
Cathorall consiidarad lts
posldon In tha world msiket In
tho facq of a downturn In
domand from 2org-anging
manufacturers, Tha cotapany
Increascd it delivery of
suparalloy to the European
market by soma 35%,

In tho US the Division's other
suporalicy producer, Certifled
Alloy Praduects Inc,, found
success through extending its
customar basa bayond Its
tredidonal aerospaca and
automotive markots.

Tha supply of alioy for the
mansfacturo of modical implants
is a good @mmpla. Tha company
also raceived its first production
ordars from Japan for Prawe &

Whitney approved alloys,

Ross Catherall Ceramics savw
volumes romain at simila= lovels
o 1993, Howevar, muuy now
wollng ord:es wero recctvod for
i parts which bodar well for
tho anr'elpated recovery in tha
agrospaca market In 1995,
Market approval ks expectad
soon for & naw matorial o
manufzctura large cores for
{and-based industrial gas
turbines, which will open up
frash opporwnides.

Aftor a difficult 1993, Vickors
Aarospaco Componants
reversad its fortuncs and wrned
in a crediable performance in
1994, lc becamo Involved in
tavoral new ongino dovalepment
programmas whalch will provide
future epportunides. Tha
businass also attalned proferrcd
supplicr status with Pratc 2
Whitoy Canada. In oddkien to
being a leading manufacturar of

fabricated parts for gas irbing
engires, the company continuad
to expand lt3 capabilitics to
manufzcture complox aldfama
componants using the supar
plastle forming process.

A notabla acklevemnaent in 1994
by Vickars Alrmotiva which
repalrs hot-end components for
fas wrbine engines, was
cerufication by tha US Federal
Avistinn Agency (FAA), viich
onablos the company o repalr
angina componcnts on
FAA-regitored alrerefe

Suceesshully converting a host of
new binlnzis opportunizes into
firm producden ordars was tha
hightight ar Y %ors Predston
Machinlag, “rhe kay was to
mows inbd nos-traditions] areas
such as thy machining of wrblne
bladas end large Industrial gas
turkine nozxle guida vanes and
bladas,

VICKEREPLE 4%




Above-averago performance
in marine masiest

KaMeVWa uwmed in an
outstanding periormanca,
boosting males, profit end order
Intzko, Best knotvn for itz water
fet tachnology, e was tho more
uncidone] propalier operation
that patformed pardeotdlurly well
over tha yeer, In August (994,
KaMaWa acquired FF Jet, a

16 VICKIaS pLC
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Finnish manufacturer of water
leix. Thiz will strengihon the
KabisWa rargo st the eoallor
thiust Javels and FF fot wil
banzhy frem RalleWva's eachnical
and marating slills,

KaiioWa 1s the undisputed
world feadar in water jex
technology and continues to sct
tho standards that othars follow.

U

Linkex! very doccly eo KaMaWa
Is Seeno Vickiors, whith remaing
tho principel 3upplicr of matn
propallars to the Royat Navy,
Togcther, tha two compsnics
launched tha Eurcpean
Maintenance and Repatr Conees
In 1994, This major injeknive
channels tha Group's maring
prepuliion axportise into tha
sarvica markot. Extcellent
wznzport inks inko Buropa from
its hasa in Kent maan quitk
2038 to a valuabla market placa,

Abova) Bledst for s
coiwieilablo-gloah
prope iy undye
ey 2t HoMeWa,
one of the workds kisders
1 ehis cottor of the
markiot.

(Above rizht) Pron

& Viiiney gat tueblse
enpina Clocs
monulaetured Gom
predared et dorwed

from oilgy preduced by
Cortifind Allay Mrodecta,
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Good growth in automotlve
mariots

Vickers' Investment casting
compzny, Trucast, fortfied Its
position as Europa's leading
producer of hot-end
wrbochargar wheels, A 20%
Increase in sales In 1994, with 2
further rise anticipatod for 1995,
led to the commissioning of the
company'’s ainth manufacwring
Wine. Trucast's wurbocharger
wheels are made from
nickal-based superalioy supplied
by both Ross & Catherall and
Cartified Alloy Products,
Itlustrating the close Hxks
between the businesses In the
Olvislon.

Meanwhils Mlehall Bearings
maintained Its position as a
feading designer and
manufacturer of complate
whitemsual bearings for maring
and industrial uses. Howevor,
tourh compatition restricted
profitabliity. To sharpen lts
compatitivo adga, over £1.5m
was {nvested In two large
machining cantros to
complement a major
re-anginzering programmao.
Michell Is also setting up a Jolnt
vantura manufacturing company
In indla, with start-up dus In the
first hatf of 1995,

1994 £145.2m
1393 £136.5m

1952 L148.4m

1994 £9.3m
1993 £0.6m
1992 £0.59m

PROPULSION TECHNOLOGY

Tumovar
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bofors pestrustiring costs
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OPERATING REVIEYY

ICKERS }{EDICAL had a disappointing 1994, With many merkets on hold due 1o uncertainty over

heatt). reforms, emphuts shifted to operational measures, alimed ot reducing casts end fecusing the busisess on
partieular 1aarket sectors, Vidkers” medical businesses remain fundamentally strong, with quality brand names that
are market leaders. Measures taken in 1994 to lign the business structures to charging markets should bring

Itaprowments in 1995,

Costs cut to match markot
conditions

After making promising headway
during 1993, Vickers Madical
reached somathing of a platcau
in 1994, Market conditions set
tha context, especlatly in Norh
America and intportant
European inarkets like Gormany,
France and lezly,

The spactro of possible health
care raforms in tha US tad wo
cost-cutting and consolidation
amengst providers, ond this
betamo tho dominant factor In
dopressing the hospital
oquipmant market, This effect
was mirrored in the European
markot. Whila drugs muse still
be administered, hospitls can ~
and did - postpona tha decision
o buy medical equipment.
Contequently, competition
intenstflcd for a smaller markat
volume.,

These difficult trading conditions
causcd a reduction in wrnover
of 8.5%, Together whh
cationafization costs, arincipally
in restructuring the European
distribution network, this had a
consequent effoct on profit,

18 VICKERS PLC,

Actions are belng taken to cut
costs and are driven by 2 nced to
match market conditions, The
German distribution businass
weas sold; toglstic suppost for the
Belglan, French and Dutch
markaus s belng comblned in s
singla ofilce in Antwerp; and the
Japanesa office Is balng closed.
Fhis lszner structure has
reduced lines of communication
and brought the ranufacturing
operavon nearer to the market
placa,

In ofl eases, howavar, the salas
capabliity remalns Intect. Most
of these changas refated to
Medelee, but they also affected
Alr-Shiclds, Products of both
compantas wili now bo dis-
tributad In mora arcas through
third-party arrangements, Tha
results of this rationslisation,
complomented by two small
acquisitions made during the
yezar, improvo tha prospects
for 1995.

Vickars Medien! Division has
veorlddeading businesses
manufzeturing and supplying
equipment in chrea mzin areas:
neonotal intensive carae products
noure-diagrostic systoms and
iniensiva care patient menitoring
and resuschiation aquipment.
They possoss fundamental
strengtis i thelr brand namss
and oporata in a market which,
despita current conditions, still
offers prospects and
opportunitics,

AlnShiclds malntains
position as world tonder

Tha reqcssion in the US market
inavitably hit Afr-Shizlds
business {n nconatal products,
but tha company fought back ly
cultivating its international
activitios, increasing its market
shara in many countries,
Exports secount for over 40% of
saks from the menufacturing
plant in Hatboro, Pannsylvznla,
Air-Shields holds argund 30% of
tha US market and 70% of the
UK markat, The compzny has
reinforced its position as dre
world's leading neonatal
Wirensive aare cquipment
business with a cange of
products including intensive care
and trensport incubators,
warmers, necnatal maaktoring
systems and obstetic patient
data manzgemenz systems.

Curing the yaar Alr-Shields
acquired a Californlan cofoware
company, and reasmied it
Alr-Shizlds Information Systems.
lts businas ectivity s the
development of computer-based
praduces for obmetric and other
markets. Tha now company
mado a promising début snd will
contributo materizlly o
Alr-Shiclds' growth In the &uire,

r-Stlolds zleo Imroduced 2
replacement mid-ranpa bacvhator
and products w embla beter
contro! of oaygan withia the
incubator,

AnShickds T30 QT
Intubator.




R
At 5

R
a5

. g
ST 1)

&
RO

&

¥l

8
R

¥

R

“ %-‘.fﬁ?’:"

Sy
anr,

oy 1

Usafid progross by SSW
Fedico Telnik

In a flercely competitive marker,
SAW Medico Tolmik,
manufacrer of high-technology
Intensiva caro patlant monkoring
Systoms and cardise emergency
and reseuciiation equipment, saw
sales of its defibrittators risa by
soma 30%. This followed the
lntreduction of tho Cardio-Ald
sories of products end thelr
extenzion to includa uniqua
exygen monkoring eapebitiies.,

Volumeas ware malntained in
high-evel systom monisoring
equipment, but margins came
undor pressura. Tha new
Diascops mid-ranga monitor
series esublishod its market
position and ks capabliices were
axtended to eliow full
netwotking with other products
in S&W's range. Homeever,
priting preswura and zcgons to
roduca the cost basa in Germany
and Donmork left profimbiticy
loveer than it would othorwise
hsva bosn
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OPERATING REVIEW - ML DICA.

Dingnostic business
performs well

The best performance in the
Division csma in neuro-
diagnostic cquipment and
accessorios. This comprisos
EMG {clectromyography)
equipment, used by neurologists
in tha assossment of electrical
impulses In tha body's muscle
tissue and norvous systom, and
EEG (slectroencephalography)
equipment, which monltors the
clactrical actvity of the brain,
Thaso preducts and related
accessorios are manufactured
mainly by Medelec in Cid
Woking, Surrey, but also ac
TECA Corporation of
Pleasantvillo, Now York,

Qoth businessas performed
waell, retzining ticlr positon as
market leadars, increasing sales
and profit,

New product Introductions
were concentratad in the digital
encephalography fleld. The
range was axtended 1o Includa
the DG Examinar, a mid-range
digia) EEG product for hospital
use and tho BG Discovery, a
portable product designed
principally for privaze practca
and tha small genarat hospieal,
Both products enabie mora
routing clinfeal usors to employ
this navr technology.

The neuro-diagnostls accessories
business aleo did well, TECA,
Intreduced the Myoject

0 okt rLc

disposablo ncadie and markated
It jolntly with a drug company as
part of a programme for the
controt and treatmant of
spatticicy,

Lowering custcomar
sorvica cogts

Tha steps taken to rafocus the
distribution network In
continantal Europe, will lower
customer scrvice costs. The
amalgamation of the businesses
in France, Holland and Belglum
im0 2 single operation and outlat
for Madelec products will also
provide greator focus in growing
the diagnostic business,

Strategic alliance means
moro offottive markoting

The UK distribution business,
SBW Vickers, has worked
succassfully over many yozrs with
Datex, tha Finnish anaesthesla
company. That relationship has
been strengthened by the
acquisition of MIE Limlted, 2
small UK manufacturer and
distribution company, from
Datex. This has been added o
SEW Vickers, which has been
renamed Vickers Madical
Limited, This scquisitien farms
part of a wider agreament under
whith Datex and Vickers Medical
will folntly market anaasthesia
products in the UK and
elsewhara.

Commitment to quality and
officiency bodes well for the
futura

Al tho manulacturing busintases
in the Division obta'ned
certification to tha SO 900!
quality standard during the year,
This acknowledged Vickers'
contmitment to quality in design
and In manufacturing. Medeloc
became one of the first UK
comganies in the madical ficld




(Loft) Tha Medalec DG
Olscovery portatie QLG
wuteny, [atreduced In
1994, ks doxigned
primarily for private
practieo and the smatier
generst hospltal,

(Bulow) Tha Medale
Sagphira Promiera EMG
systom, This high-
parformeance product,
woed in tha dlagnotls of
naurontuscular problems,
continuon 1o provo
succosaful with cliniclans
around tha workl.

1994 Qlitem
1993 £120.0m

1992 &118.0m

ang
- e,

siiowaed 10 affix tha CE mark to
tes products on tha basls of seif-
certification,

Tha CE mark dencies a quatity
siatidard 9ot by Reropean
dircetiva which, from 1996, will
ba a roquiremant for oll
companies wishing to markez
their produces throughout the
Europcan Unlon,

While the Divitlon was
frustrated in {ts attempt to

1992 £5.0m

1594 £4.0m
1993 £0.7m

MEDICAL

Turntovor

improve on its provious year's
performance, ls businasses
wrnad in creditebla operuting
parformances in a highly
competithve morket The
financla) parformanca kn 1993
itself had beoh considerably
zhead of the pravicus year,
Howaver, the aature of the
business and the trends which
impact upon b, moan that tha
year-on-year growth curve s not
aivrzys tn even one,

Tha Divislonal manzgemens took
tho steps nocessory wo moke the
operatng and distribestion units
more ciiclent in relatica to o
changing marka plea

These moasures, togecher with
the produet quatity seadards
now being achioved, boda well
for the future and should bielp

bring about an impreved
performance in 1995,
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OPERATING REVIEVWY - OTHER ACTIVITIES

THER ACTIVITIES COMPRISE Brown Brothess of Edinburgh, Jered Brown Brothers Inc.,

Vickers Pressings and Vickers Properties. Brown Brothers, the world’s loading designer and manufocturer
of matine motion control equipment, delivered an exceptionat performance in 1994, kied Brown Brothess Inc,
returned to profltability in 1994, following the relocotion and restructuring costs incurred over recent years,

Achlavement in
ofishore scctor

As tho oll industry moves
towards a second poak in
production levels, Brown
Brothors scored a mgjor
achlevement in winning tho
contract to supply a high-
pressura liquid and gas aial and
toroldal swivel stack to
Golar-Ner Offshore for
Instaflation on the PEYROJARL 4
floating production storags and
offfoading vessal. This is being
bullt to serve the first phase of
BP Exploration’s Adantic
Fromicr Programme. An
additlonal three-path swivel
stack was supplied for inclusion
in tha modificatlons on
PETROJARL [ to operate in
Arco's Blonhelm field.

These orders hava re-cstablishad
Brown Drothers in tha offshore
market and complement the
slroady succastful seabitiser and
steering pasr products currently
supplied to the commerelal and
naval marine markets.

New decp watar opportunities
in olf exploration’s frontier arcas
requlra now technologios o
cxplolt them and Brown
Brothars has thase technologies,

1 VICRIRSPLC,

Incransing shere of
stabilisar markat

The succassful falding-fin
stabllisers designed and
manufactured by Brown
Brethers contlnued to arerace
buyors, lifting the company’s
worldwide market share to
more than 30%. One major
order came from Odense
Shipyard, Denmark, for six of the
largose units of the VM series
stabilisers. This equlpmont will
ba Installad on comuiinar vassels
for AF.Molicr of Copanhagen.
Ona of last year's major orders
will reach oparatlens) service in
1995, with tha maiden crulse of
P&O's prestigious super-liner,
Criana,

During 1994 the company
delivercd stabiiissy and steering
sysiens to VSEL for the Briish
Royat Navy's naw Helicopter
Carvler, dus *o enter service In
1997, Brown Brothers remains
& lerding supplicr to foreign
navias. Ona such ordei in 1994
wras for stabllicer and steering
systems 00 GEC Yarrow {or the
Royal Malayslan Navy Frigates:
tha first vossel ~ “LOD, LEKIL
was kunched in Docomber 1994,
To support the Royal Canadlan
MNavy, an ndigznous repair and
ovarhaul arrangement was
esablished with Stee! and Engina
Produces Ltd., Canada,

Profitability rostorad at
Jered Brown Brothers

Jerad’s targot for 1994 was 1o
breakaven. It beat this rhrough
good managemant which
adopred aggrassive awitudes
towards tha cost base, spurrad
on simultanscusty by a strong
order book,

ELCAS passes initlal test

The US Navy's ELCAS (Elevated
Causaway) project entered
manufacture during 1994 and has
passed tha enginecring and
in-watar tases succasslully, The
complete system is to be
demonseratod during Apnil 1995,
The advanca funding for materia)
for the roadway exeeasion
contrace modification has been
received, ensuring pontoon
production throughout 1995,

Major components erder for
zireraft corrier

Tha declsion of the US
Government 1o go ahaad with
the alreraft carrier CYNTS, the
USS Ronald Rengan, was
followed In February 1995 by a
$3Im order w Jerad Brown
Brothers by Newpore News
shipyard for clovators, steering
goar, crancs and other major
machanical equipment, This
underpins Jered's eraditionatly
strong position in supplying
components (or these major
apitaf ships,




(REght) Artist's improosinn
of ZLCAS, tho Rlevated
Causaway system undor
constructicn by bared
Brown Brothars for tha
US Navy,

(@alaw) Tho succassid
VH serics of fglding fin
stabilisors hea holped
Brovm Brothors vin imom
than 308 of the world
martict (o2 this tyss of
squipment.

(Bottom) Computar
gencrezad detipn of & high
prassuro Howld encd fras
axist v toroldal neivel
stack by Brown Drothers,
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Vickers Proasings continued
to cnhance hs repuwmton as a
prefarrod supplier ¢l shoat matal
parts, urmlng In another
sathsfactory trading porformance
in 1994 = dha more ¢o, given that
it aperatas tn tha compaotitive
marlct supplying motor body
pencts and sub-assemblics to the
Europenn mntor indutry,

Vickers Preporties continvned
t provida an eHport KIviio 1o
Group operoting campanies on all
property matears. Tha eompany
commented & 160,000 squrre
foot dovetopment 1 South
HMarsoon Perk, Swindsn, for ta
Ezrly Learning Conare, gua for
complcticn in eorly 1995, More
generally, thore ora sema
Indications tiot the preporty
market will tmprove in 19395,
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HEALTH AND SAFETY, THE ENVIRONMENT AND
COMMUNITY RELATIONS

URING 1994, as part of a review of Its performance ont both Health and Sofety end the
Environment, the oppostunity wes taken 0 effect a closer correlation betwom these areas in order
to achicve o more effective policy and better use of rescurces.

In May 1994 a new corporate policy addressing Health, Safety and the Environment wes adopted end
issted to Vickers” businteses, which were required to review and update thelr individul policies and

implement the corporate objectives.

Racognising tha nesd for top .
fevel commiment, a programme
i of tenior managemaont health and
safaty troinlng courses bogan i
1994, By the end of tho year,
soma 200 senior personne! had
attendod courses and further
fevcls of tralning were carriad
out at sovaral businassos.

An indapendent roview was
<rried out by oxternal
consultants to ensure that policy
documentadon preparad by the
businasses reflacted current
legislativa and bustness noeds,

The uso of consultants
continued througheut tho year
and Included an environmental
analysis.of the proposed aites for
tho now Cosworth Castngs
faritiry, the new Emitsions and
Driveabllity Centre for
Cosworth Englncering, and an
sudit of hezlth and safety
procedures and practices at
Stona Vickers.

! Health and Safety

A number of businesses made
furthor progress on a wide range
of health 2nd safoty mattars.
Relts-Royea Motor Care
provided 350 man-hours of
talning on o rangae of Issues such
as shin caro ond hoalth
promaction, All fevels of manage-
ment at Cosworth Costings *
received trainlng on haalth ond
safety responsibilities and
Cosworth Engineering Inc.

4 ACKERSPLC,

provided. sefety training to new
and existing employecs,

A comprehensive tralning and
briafing programmo for senlor
mansgemant began at Defence
Systems and will extend to afl
employces. Micholl Bearings
provided u 5 day health and
safery course and at Vickers
Asrospaca Components,
occupational training was
undurtaken for employces
engaged In vepour degreasing,
resistance welding, suparplastic
forming and lasar safety,
Stmilarty, meny other
programmes wera implemanted
at Vickers' businestes in the UK
and USA.

Invastmoent

Investmant In facilides also plays
a significant role {n improving
health and ssfety in the
workplace. For example,
Cosworth Engincering has
Invested in 2ntl-stip flocring in
kery areas, excraetionfiifter units
and mechanient hangling
equipment to reduce tha risk of
injury. Improvod safety and
lowar nolsa levels are sought at
Ross & Catharall by the
Intreduction of mechznies)
handling and bar exwraction
equipment. A number of simdiar
davelopments hava baon
implamontad within the Group.

Roducad wecident ratos are
reportad by several businesses,

KaMoWa's worlplace infury rato
fell by 44% and Michell Bazrings
by 30%, whils in its
manufacturing arca, Ralls-Royce
Motor Cars achleved a 6%
reducdon.

Safa worldng awards were mads
by tha British Safaty Council to
Cosworth Castings and Rozs
Catherall Ceramies (RCC's 16th-
consacutiva sward), in addition,
Vickers Alrmotive, Vickars
Asrospzea Components and
Ross & Catherall ail rocsived

sefe working avards from te
Engincering Employors Foderadon,

Risk Azsossment Is o cornarstone
of heafth and safcty management
and prograss has bean reported
on a wide range of ssscisments
complated throughout the Group.

Vickers and tha
environment

Areas such as process
improvements, wasta reduction,
recycling and spiilage pravention
all reccived attention, cach
helping to kmprove the
Company’s performance In
managing its environmental
responsibilities.

Undor tho heading of process
improvements, Rols-Royce
Mozors Cars has sgrecd on
upzrading programme with tha
Lol Authority for cortain
prascribed procasses lavolving
paint and adhasives, which will
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{Above) Employoss st
Rolls-Royee Mator Cors
wking part ks the
Woerkd's Uiggont Coffon
Marning', o halp raisc
fnds for tha crainlng of
Macmllian nurses,

achiava the standards set for
2001 by 1998.

Cosworth Englneering has
raduced their use of
Trichloroathana 1.1.4 by 85%
and the allmination, or significant
raductions In tha use, of salvents
based substances have also been
achieved at o numbar of other
businasses. Across the company,
various procass improvements
hava baon introduced and the
new Coswordh Casting: facility
at Warnden wiil incorporate the
very latess technology and
equipment enabling Increases In
process cfficiency and significant
environmantal Improvements.

Wagte Monagament

Caraful attantion 1o wasta
managsment has seen the
2ppropriate Duty of Cara visits
0 Yista contractars’ operations
by Brown Brothers, while Rolls-
Royce Motor Cars' control
systems have been succossfully
auditd &y the regulatory
authority to prova compiiznce,

As an exampla of how well
industry can work clozely with
other parties, Cosworth
Castings has baon co-oparating
with tha Hereford and
Worcetter County Councl! in
tha preparation of the County
Woesto Managament Plan.
Cosworth was sclocted to assist
becausa of its Inliatives on
environmental and waste Issuas.

Wasta reduction and recycling
initiatives have realised bonafits,
Including a 75% reduction in
solid wasta disposal by TECA
and 20% at KaMaWa.

To strengthen further existing
spillage pravention controls, a
numbzer of additional measures
have been impfomanted.
Examples Include a new storage
facility at Certfied Alloy
Products Inc. to climinata the
risk of oll reteasa and the
attention pald by Jered Brown
Brothers to the reducton of
materials haold In Its hazardous
waste storage bullding.

The abovo providos an overview
of the many aras in which tho
Company has becn zctva In
1994,

Vickers in the community

The Company recalves
numercus applications for help
and, wheravor possibla, pravides
suppore. For axample, Vickers
was actively involved in the
Natlonal Sodiety for Epllepsy
‘Snopshot” Appeat, of which Sir
Colin Chandler Is Chalrms:: end
Martin Taylor an henourary
diractor. The Company also
sponsored YWellBeing, the heatth
roscarch charity, Rolls-Royca
Motor Cars (RAMC) is nvolved
in many local initiatives, including
tho Busings Ememprise
Perorenthip, Crows Dovalopment
Agency and Buginess Link.

R-RMC has 2lso donated ovar
£35000 in thres yours to thw
Lycaum Thactra refurbithment,
ard cmployces hava coruibuted
£5,000 to the sound loop In

tho theatro,

In Vickars Medieal Dhision,
AlrShislds has supporicd the
Buckinghsmshira County
Asceehtlon for roemnded children
by subecontracdng slmpla
marufscruring tasks, Modslee
has been invalved in numerous
loca! education projocts including
work exparlonce and ‘buiness
games’; and SGW Medico
Toknik donated threo Cardio.
Ald defibriliztors to the
Copanhagen Fire Bripade.

Vickers Defence Divislon
continues to participate in bocal
community projects such as the
City Chaliongs, tha (Noweaste)
Education Business Parmarship
and the Enginacring Eduadon
Schema. Tha business hat
strong links with 2 number of
local schools and provides work
expariance placemetits, lealso
organises Equal Opporamitias
events 1O enCoUrage wormen in
engincering.

Coswoith Enginecring has an
active and eaensive programme
of involvement In local actvides.
These includa s locz! Industry
Mauters® group and fund ratsing
for tha National Assockadon of
Boys Clubs. The company s an
activa member of “Coaliion
Agalnst Crima™ and “Acdon
Agalinst Crima™ — both locat
initiatives, Cosworth Castngs
participstas in various
programmes run by the local
Training and Enterprise Council,
and Yakson programmes with
local schools.

Good corporate ctinmnelip
continues to be mporent to
Vickers, The exmmplics thowe
zra a few of the lvsh of
zetiwely-encouraged bwolvamadis
which ranga from individual
inhiztives to the Groupasa
whds,
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FINANCIAL REVIEW AND HIGHLIGHTS

On turnover of £727,2im {1993
£689.6m) tha Group recorded
an cperating profit before
restructuring of £52.5m (1993
£36.6m), with Improved
performences recorded in all
principal areas of activity othar
than the Medicnl Division,

Rastrucruring costs totalied
£6.7Tm (1993 £1.24:0) and relaced
to further programmes o
raduca future operating costs.
Tha £2.4m loss on disposal of &
subsidiary rasulted from tha sale
of a gmall cverseas distribution
company in the edica! Division,
This loss included £1.8m of
goodwill proviously writean off
and now charged to tha Group's
profit and loss account as
requirad by Accounting
Standards.

Net intorast raceivable for the
year w2 .1 4m compared with
£3.tm payablo In 1993, This
improvement was consistant
with tha continuing cush
gonaration from the Group and
the resultant closing net cash
position, Tha transiation cffect
of changes In exchanga rates had
an immaterial impact on the
results for the year.

W VICKIRIPLC

The taxadon charga in 1994 was
€1 L1m, representing on effective
rata of 27%. Excluding tha loss
on disposal of a subsidiary, this
rats falts to 26% znd Includas the
beneflt of thw utilisation of losses
brough. forward and ACT
rolsting to prior years of £13.2m.
Foliowing the Group's continuing
recovary of LiK-based profits,
tha Group's tax chargs can be
expocted to lncrezsans a
percentaga of pre-tax profits in
futuro yoars,

Earnings per share (ap.s) on an
FRS 3 basts mproved 10 98p In
1994 comparcd with B.0p In
1993, Normalisced 0.3,
axcluding the losa on disposal of
a subsldiary, were |0.5p
compared with 8.0p In 1993,

During 1994 the Group
continued to expetienca a
healthy mrading cath inflow of
£53.7m so that ot tha end of
1994 not cash was £51.4m
compared with the opening net
cash poskion of £18.6m. Tho
Group continuad 0 benafi
during tha year from signifieant
Instatments In cidvance of
sxpeiditure on cartaln contracts.
Axtho end of 1994 thess were
£113.7m (1993 £77.5m), of
which £42.3m was recaivable at
tho yezr end. The Group has
£150m of committed credit
facilition In placa wiith caverat
major Banks for five year perlods
cominisncing kn 1992,

Under the now corporate
governance requirement, the
Board hag confirmad thatithasa
rensonzblo axpoctation that the
Group has adequata resources
to continuo in operational
existence for the foresecable
future.

New /Accounting Standands

FRS 4 (Copital Instruments) and
FHS 5 (Roporting tho Substance
of Transactions) arg in force in
this yoar's Accounts. Nekbar
has had a material cfioct on the
Group's resuhs.




Roger Head, Managing Dlrector, Finance and Planalrg
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Automotive £204.0m 40%

Dofence £128 1 m 175

Prepulsion Technology £448.1m 20%
Modical £110.0m 165

Other Activitics £50.4m TR

$994 Turnover by
Princpal Activity

1994 £51.4m
1993 £10.6m
1592 £{160.03m

Balnnea Shact 5t Cashl
{(Wat Indetntodnanm)
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Maembership of Buard cammitteos

In additlon to thair membership of tha Board, the Directors are members of
Beard committces as follows:

0 Member of the Chalrman’s and Nominatlons committeos.

A Momber of the Audit and Remuneration comenlitiaes,

1 Member of the Executive Committae,

@ Member of the Finance Commitces.

Mr Petor Boxer, Director of Externat Relatlons, is a member of the Executive and
finance committess.

Mr Nicholas Bavins, the Company Secretary, attends or Is represented ac all meetings
of the Board and its committaes,
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NERTERELY @*

Slr Richard Lioyd Be, § &
Chairman

Aga 66.Appointad to tha Board in 1978,
becomling Chatrman in 1992, Chalrman
De2ignaca of Argos and Daputy
Chalriman of Hif Samuel Bank, Othor
dirseorships indude Harrison and
Crosfleld, Sizba and Stmon Englnzering.
Ha Is a Mamber of tha Advizory Boord
of tha Royal Collega of Defonce Studies
and of the Councll of ths CBI,

Sir Cofln Chandlar (4@
Chief Exvcuthve

Aga 55, jolned Vickers In 1989 bacoming
Managing Director ia 1999 end Chief
Exscutive In 1992, He previousty hald s
number of senlor appolntments at
Hawher Siddoley and British Acrospacn,
In 1985 ho was sppointed Head of
Defenco Bxport Servicas at tha Mol He
is 2 Non-Expeytive Direstor of T Group
and Slomens Plossay Eloctronic Systems,

EXECUTIVE DIRECYORS

Bogar Hozd 05c ooy, REA 1 O
Managing Director, Rnanes & Planning

Ago 48, JoinedVickers Enginsering in
1977, subsequently holding & number

of sanlor posts within the Group, He
beeama Finsiiea Director Vickors LC
In 1987, Appelnted Managing Diroctor
Finance In 1992, astuming rasponsibility
for Corporata Dovalopment ia 1993,

PoterWard ¢
Chaliman Rolis=fopcs Motor Cors

Aga 49, Joined Rolls~Royca Movass in
1963, bocoming Managing Director In
1986.Appointed Chicf Exeentiva of
Rols-Royon Motor Cars tn 1987 and
Chzirman end Chlcf Exzeutive In {991,
H+ joined thaVickers Board 1n 1991,

NON-EXECUTIVE DIRECTORS

HAH.The Dules of {ane
KG.,G.C.H.G,0.CVOADC, (A

Age 59.The Duke isVica Chalrman of
Tha Britsh Oversans Trads Board,
Prasident of tha Enginasring Counc,
President of BTEC, and 2
Non-Bxacutive Director of BICC. He
joinad thaVickers Board In 1987,

Slpko Hulsmans BALCom.) (A

Aga 54, Chiel Bxccutive of Courtaulds.
Electzd & Director of Courtaudds In
{984, becoming Chalrman of tha
Group's Chemieal znd tadustrial
Executiva tn 1960.Appointod Managing
Director of Courtaulds in {955 wod
Chiaf Extecutlva in 1991, Joloed tha
Vickers Board in Octobor 1994,

Androw Joha 118, $ O
Conunarcled Director

g0 42 Joinxd Vickers in 961 as
Company Sollcivorn, subcequemly
bocoming Head of Group Legal and
Contraces Dapartmens beawesn 1956
snd (98¢, Ho rejoinedVickers tn 1991
a3 Director of Commanrcial Adfalrs.
Appointod 1o the Board in juna 1994,

Chris Woedwark, 0.2¢.(Econ), DM,
GLC.H, ¢

Chairmian, Cosvrorth Engineering Chief
Enecutive folls-Royee Mozor Cars

Age 48.Appointad Chicf Exacutive,
Cosworth in 1993, becoming Chalrman
of Cosworth, Chief Exccutivo of
Rolls-Royce Mowor Cars end en
Exzeutivo Direcior ofVidkors In
January 1995,

Jofiray Herbert CLC, BBng., REnyg,
RlLMochE, MARE, FRSA, 0 A

Aga 52. Chiof Executve of Charter, he
Is also Chalrman of Capo;ESABAB:
Padrot interrational and iHargresves
Crarries. Ma is a Non-Excoutiva
Dircctor of MG Recovary Investment
Trust. Appointed to the Vickess Board
in 1991,

MartinToylor CEE, ML, RCA 05

Age 60.Vice Cholrman of Hanton, s
member of tha Councl of the CBLo
mamber of the trdustrial Davetopmem
Advisory Board of the DTECR!
represeitative on the Commicies on the
Financisl Azpacis of Comporata
Governaneo;a Dircoror of the Natonal
Woentminster Bard and Chalrman of
MNotonst Westnlnater Lifa Assurance,
Appoimaed to theVickers Board In 1995,

A




REPOKT OF THE DIRECTORS

The Directars of ¥ickers PALC. prasent thelr Annual Raport and the Audited Accounts fer the firanclal year
cnded 31 Decomber (994,

Principal actlvitios

Vickeiz P.L.C.'s principat activitius are alio froduction and sale of Rolls-Royce and Bendduy motor cars, Cosworth
high-oMciency automotive angines, armoured fighting vohicles, marine propulsion systoms, superuficys fer the
aarospace and automotive industries and medical equipment,

A review of activities during tha financial year is presented In tha earlier 1ections of the Annual Repore, together
with information concerning events which have oceurred since the end of the flnancial year and Ukely future
developments In the business of the Group,

Dividends

An interim dividend of 1.75p (1993: 1.25p) nec per Ordinary Share was pald an 19 October 1994, The Directors
are recommending a final dividend of 3.0p (1993: 1.75p) nat per Grdinzry Share, making 2 total for the 1994
financlal year of 4.75p (1992: 3.0p} net par Ordinary Share. Subjoct to approval by sharcholdars of this
recommendation at the forthcoming Annual General Meating, tha final dividend witf be pald on 5 May 1995 to
shareholders registered on 6 Aprit 1995,

Dividends pald on Preference Stock In respect of the | 994 financial yaar amounted o a total of £0.4 million,

Afeer taking account of these dividands, which amount to £16,1 mitiion, & sum of £16.5 million, has baen
trantferrad 1o raserves,

Directors
Denails of those Dircctors who served throughout the financiul year are given on page 29,

Mr G Bowali retired from the Board on 3t May 1994, Mr A L Jokia tnas appointed an Executive Director on

1 June {994 and Mr § Huismans was appolnted & Non-Exacutive Director on 7 October 1994, Since the end of the
finanzlal year, Mr C | S Waodwark bacame 3n Executive Director on | january 1995. In additon, Mr P T Ward is
relinquisiing his memberthlp of the Board when he loaves Vickers lator this year,

{n necordance with the Articles of Association, ot the forthcoming Annual General Meeting:
Mr § Huismans, Mr A L John and Mr C | S Woodwark will vicate office and offer chemselves for election,
HRH The Duke of Kant and Mr R B Head will retire by rowdon, Mr Head will offer himself for re-clection.
HRH The Duke of Kent has decided not to offer himsclf for se-elecuon.

Mr Head and Mr john have sarvice contracts which ara subject (o 36 months’ notica by the Company,
Mr Woodwark ha; a service contract which It subject to 30 months® notice by the Company, Mr Huismans,
baing a Non-Executiva Director, doas nat have a servica contrace

Remuncration of Directors

The salarics, bonuses and any grant of share options or phantom options in respact of the Executive Directors
are dotermined by the Remuneration Commiteee, This Committee comprises 21l of the Non-Exceutive Directors
and Is chaired by Sir Richard Lloyd.

It datermines the remuneration of the Exocutive Directors by judging thelr parformance agalnst a range of
operatlonal and commerclal criteria, In making fts jJudgements, it has access to independent advice. The Committee
considars that the remunaration of Executive Directors muse bo set at a lovel which anicourages the recruizmant
and retention of high calibre Individuzls capablc of delivering shareholder valuz, Thus, remurneraton tevels ar
dasigned 1o be competitive with those availzblu elsewhere,

10 VICKERSPLC,
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contnusd

The Executiva Directors' remuneration comprises four aloments:

{a} Satary: This reflects exparience, responsibilities and market comparisons,

(b} Bonuy: The bonus schema applicabla to 1994 was designed to roward the echizvemeny of corain esrnings ~er
share and cash flow targats and also tha atinment, in that year, of certaln specific objoctives which will pros-
to be of long torm volue to the Company and its vhareholdors,

() Pansion and ather benefits: Thesa are compatitiva with thosa availabla elscwheore in the markes,

(d) Long-term incentivas: Thasa consist of grants of Approved share options sad phantom options,

Deailt of Directors’ ramuneration and interosts in the lssued share explual of the Company are set out in Nots §
to tha Accounts.

Corporate Governance

Tha Company lins complied throughout the financial year with those elemants of the Code of Belt Practica ftsued
by tha Committee on tho Finsnciat Aspects of Corporate Governanca thit were in force for tha year, Tha only
efement of the Code not yet In forca is that relating to reporting on intamal controls for which tha guidance for
diractors har only recently bean published., Ic will be in place in the Company's noxx financiat year,

Tha auditors, KPMG, hava canfirmed that in their opinion: with respect to tha Dirertars’ statement on going
concern on paga 35, the Directors have pravided che disclosures required by paragraph 4.6 of the Code (as
supplementad by the related guldance for diractors) und the statement is not Inconsistent with the information of
which they are awarc from their audit work on the Accounts; and that the Directors’ statament above
appropriataly reflects the Company’s compliance with the other paragraphs of the Code In force specified by the
Usting Rules for thelr review. They have carried out thelr roview in accerdance with tha Butletin lssued by the
Auditing Practices Esard, which does not requira them to perform any additional work necessary to expross a
separats opinlon on the sffectiveness of the Company's system of corporatas governance procedurcs, or on the
ability of the Group 1o continue in operationa! existonco.

The Board of Directors, which meets regularly, comprises five Exacutlve and five Non-Executive Directors, All

of tho Mon-Exocutive Directors are independant of Vickers' managament and they represent a strong element
on the Board.

Tha separate roles of the MNon-Executive Chalrman and the Chief Exacutive sire dearly delineated. They provide
leadership and guldanca to the Board, which In turm reserves to itself 2 range of kay decisions to ensure that ke
retaing proper dircction 2nd coatrol of the Greup, The Board delegates the day-to-day mansgemant of the
Group'r affalis to tha Chief Exccutive and 3 Individual managers. However, there are alse a number of
committees of the Board, cach with individuat torms of reforence, which underpin its nctivitias,

Chairman's Committee: Chaired by the Chairman and comprising the Non-Exscutive Directors and the Chief
Executive, this Committea provides 2 forum for tha Chairman and the Noa-Executive Diroctors to provide advice
ta tha Chief Executive, [t maets regularly throughout the year,

Nominagions Committee: Chalrad by the Chalrman and comprising the, Non.Executive Directors and the Chief
Executive, this Committea considers and nominatos, for tha approval of tha Bourd, candidates for memberthip of
the Board,

Audit Commietes: This Gommittoe Is now chalred by Mr Martin Taglor, 2 Non-Exgcutive Director, e comprises
tha Chairman and the remalnlng Non-Executiva Directors, Meetings ke placa ot feast twice a year and the
Committzo has wceass to caternal professional advice. ks main remit is to review the foliowing: Accounts 2nd
Accounting Paliclas; camplionee with zccounting strndards and tegal and Stock Exchange requirements: pdic
management keweers end internal controls,

Rermuncratlon Committea: This Comumittes is chalred by the Chalrman and comprises the NonExecutive Dirottors. k
maets ot such timas 23 may be datermined by the Chalrman and rocommends o the Beard tha lovel of remunaration,
In il tes forms, payable o the Executive Dirsctors, It aiso adminkstars the Vidiers Share Option schemes.
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Executivy Committes; Chalrad Ly the Chiaf Executive and compriting the Executive Diractors and tho Director of
Extarnal Relatieny, this Cammittee provides = forum for [aint discussion of al major mattars 2ifecting Vickers and
Is atzendod by all of the Divisional Chicf Executives,

Financa Commiteee: This Carmmittes It chaired by the Chief Exocutive and comprizes ths Managing Director,
Finance ard Manning and e Commareial Director (both of whom are Executive Directors), and tha Director of
Extérnal Relatlons. The Committoe considers proposals, particularly those Invelving capltsl oxpenditure or
submission of vendars, within Himits defined by the Board,

Tha Company Secretary atends, or Is raprasented, a¢ Board meatings and at all of the maoetings of the above
committoas,

Share Capitat

All of the resolutians submiteed to the Annual General Meeting held on 28 Aprit 1994 wera duly passed, including
that which authoriscd the Directors, in aecordance with Section €0 of the Companios Act 1985, to allot refevant
sccuritles during tho poriod ending upon the conclusion of the next Aanuzl General Meating (or | July 1995,
whichaver should ba garlier) and disapplied the statutory pra-emption rights relating 1o the lstue of Ordinary
Shares for 1 wholly cash considoration,

It is the opinion of tha Dircctors that such authorities should be renewed for a further period of ona year in
respact of an aggregats of £53,300,000 nominal Ordinary Sheres representng fess than one-third of the current
total numbar of Ordinary Shares issued, Renawal of the dinapplicadon of statutory pra-emption rights would
continue to atow the Directors to issue Ordinary Shares, in accardance with recommended institutional Investor
guldelines, by way of z rights Issug and, in addition, £8,200,000 nominal Ordinary Shares for cash rapresanting
approxdmately 5% of the wal number currently tssued,

Thg Directors have no present intentlon of issulng, or granting rights over, such unlssued shares, exclcpt. in reladon
€0 the Share Optlon Schemas already approved by shareholders in General Meating, and no issue will bs made
which will effactively alter the contro) of the Company. Nevertheless, the Directors believe that it is in the bast
Interests of the Company that thay posiass such powers 1o that advomage can be tken If any suicable
opportunities arise to devoiop tha Company’s Intorasts.

Tha necessary resolutions will be proposed at the ferthcoming Annual General Meecing in ordar 1o give the
Directors the powers and authorities rafarred to above,

Shara Optlon Schomes
At the 1994 Annual Goneral Mcelng, It was resolvad that the Vickars 1959 Approved Savings-Related Share
Optlon Schema and 1994 Approved Share Option Scheme should be adopted,

The taaer Schame was adopeed on tha basis that all options grantad undar the Schema would be subject to
performance condltlons designed so that options could not be exercised unlass there was » sustained
improvament in tha underlying financiz! performance of tha Company during the option perlod, Any share options
which inay be grantad undar chs Scheme, ara subject to an objectiva performanca target determined by the
Remunaration Committes. This target has alveady boen spplied 1o grants during 1994 of phantom sharg options
{doralls of which are contalnad in Nate 8 to the Accounts), b requirgs that in any consocutive period of threa
yaars, the Company's parcentaga growih in annualited carnlngs per share shall hava bann at least equivalent to the
percontage increate, if any, in tha ronaif prices index plus 10%. The Committze has also axpressed tho dosiro that
pardcipants should apply a propordan of the net proceads towards retention of shares in the Cempany,
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continued

Larga shareholdings

Details of holdings In the Company’s Ordinary Shares and Prefargnce Stocks ara a3 follows:

Ordinary Shares ’ *
Schroder Investment Management Limited L.ls
Gartmora Investmont Management Limited 9.95
Norwich Union Fund Managers Limited J.62
Scottish Amicablo Invastmnent Managers Limited 139

The holding of Ordinary Shares by Gartmore Invesement Management Limited Is non-bene/icial and relatos noc
only to tha disclosing compzny but also to its subsidiary and associate companias and/or certaln pension funds, unlt
trusts and investment trusts undar its management,

Proforrad 5% Stock

Mr P. 5. Allen 20.36
Co-operativa Insurance Soclaty Limived 1500

Provincial Insurance plc 1333
The Investment Company PLC 993

Trustees of the Assoclated British Engineering Pension Fund 5215

LEP, Securities Limited a0

5% Preference Stock

The Invastment Company PLC 2090
Provincial Insuranca plt 1272
Hr P. 5, Allen 14.97
Co-oparative Insurance Sociaty Limited 1161

Cumulativo Preference Stock

Commarcial Unlun Invastment Management Limited 2293
Phaenix Assurance ple ' 1290
The Prudental Assurance Company Limited 0.55
Co-operative Insurance Scciary Limited 857
1EP. Securities Limited B33
Eccleslascical Insurance Group 728
Norwich Union Fire insurance Society Limtred 7.28
The Investmant Company PLC 663
Fixed assats

Detalls of significant changas In the fixed assats are given in Note 10 to the Accounts, The Directors are of the
opinton that tha ovarall value of the Group’s properdes, on an existing use basis, uking into zccount that thay ara ™
hald for the longer tarm and depreciated accordingly, is not materially differant from that shown In the Accounts.

Research and davelopment

Regular monitoring of research and development activities ks undertaken during the annual planning cycle. Research
and dovelopment costs incusred during the financial year wene £38.4m (1993: £76.0m) which, afeer deduttion of
contributons from customers end govsrmment grants, amounted to £24.4m {1593: £27.8im). The high figure in 1993
compered to 1994 representad the complation of unfunded elements of the Chalienger 2 programma.

Equal opportunicics

The Company's policies on equal opporwmities and nonsdiscrimination have been reviewed and updated during
tho year. Thase spacifically rofer to employment of paopla with diszbilitles to ensure applications for employment
by such paoplo arq always fully considered, baaring in mind the respective sptitudes and abilides of the applicant
concerned. in the evont of employaes bacoming dizablad, avary effort i made, including appropriate teaining, to
snsure that thelr employment with tha Group continues, It i the policy of the Company to further, as far as
possible, the training, career development and promotion of disabled employees,
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Employza involvement

Commuiceting to employocs information about tha businass in witlich chey work and tha activities of the Group
#$ 2 wirola is villy importint. Tha wall-astabliched practica of taam beiofing It an amsenvial part of this process and
ls particutarly imporeant in helaing to schieva a common awareness on tha part of olf employeos of the financia)
and sconomic factors cffocting the parformance of Zha Group and Its constituent parts, lmproveimants In tha
sffoctivenass of this and other ways of communicating with employees aro contirially sought.

The Company has an Appraved Savings-Retstad Shara Optlon Schema which, by sncourging share ownership, In
turn encournges tho Involvament of cmployeas In tha Company’s performance.

Tralning end davalopraant
Durlng tha yeor more compenias within the Group huve convnitrod to achlavement of fie Investors in Paople
natlonal trefning standard s part of our contlnuing ecnumitment. to the training and development of employecs.

An aniual ravisw and repoit on tralning end davalopment is praonted to your Board, whoso support Is Important
In enzuring we malntin 9 supply of woll troined managars within the Company,

On & telzedvo bush, senior exacutives huve the opportunity of attending the finest lnternational biesiness schools such
83 Harverd, INSEAD ond London. Gur Marsgement Skills progremme st Ashridzo Manggement College continucs tor
provide a firm foundation In tha essentisl skills of management. Que Development Worlahops foe funlor mancgenent
are wall establishad end are now avalkbla to employoes not only in the UK businesses bt abio on s global basis,

Tha Performanca Reviaw systam has boen revised and refaunchod during the year 2nd will In future contentruta
epon tha imporaant arcas of individue! developmant and satting businass-ralated job objectives.

tn sefition to thae formal strusture In which the Company provides tralning, we ara promoting the philosophy
continuous tolf developmunt in whith cmployeos talo personal responsibitity for thelr own dovelopment

supparced 3 appropriato by the Company,

Rocrultment of youny puopla, including greduatas, hes incransed tn 1994, although tha toval of intaka ts stitl significonsly
belovr the lovals prior to the onset of recosston. Wa sro confidant that theso medest lovels of recrultment wi
continu to incresse during viio noxe and following yaars as further evidence of our commbment to keng term growsth,

Donatlons
During the flnancia year, Vickers made donations totzlling £160,000 gross in support of a numberr of national and
local charitabls activitios in tha Unlted Kingdom.

The Company made no political donatlons during the financkl yoar,

Auvditors

OnsFebﬂmyI”S.meCompcny’saudmchmpdﬂwnunemderwhkhthsypm«&amttmﬁmd )(
sccordingty Fave signad thelr Report In thelr now naame. A resolidon for the roeppolntmant of KPMG o3 audivors

of thy Company 2nd authorhing the Directors to fix dielr remunaration {3 to bo proposed ot tha fortheoming

Annual Ganarsl Meoting,

Insuraned fer Dircctors and Offcors
Av parmaited undsr the Articles of Assoclation, the Company has 2n insuranca policy providing fability cover for
Diractors snd cortoln ofilcers, -

Incoma end Corparation Taxes Act 1988
Tha clesa company provisions of tho Incomo and Corporation Taxes Act 1588 do not opaly to thae Company.

Signed on behalf of tha Board,

Nichos Betrs e, K god
Sacratary
28 Fobruary 1995
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STATEMENT OF DIRECTORS® RESPONSIBILITIES

The foliowing statemant, which should bo read In conjuncdon with the Report of tha Auditors sat out balow, i
racla with o view to distingulihing for sharoholdars tha respective responaibllitlas of the Directors and of the
Auditors In rolstion to the Account,

The Diroctors ara required by the Companles Act 1985 to prepare Accounts for each financial year which giva a
trua’and falr viaw of tha state of affairs of the Company and the Group 23 5t the ond of the finarickal year and of
the profit or loss for tha financial yoar,

Tha Directars consider that, in prepariag the Account, dve Company s used sppropriate actountng pollcles,
consiyently applied and supportod by reasonabla and prudent judgermants and osiimates, and that of seeounting
standards which thoy conslder to be applicabla have been folfowad. The Diractors considar that the Accounts
have boen preparcd on o going concarn besla,

The Directors hava responstbliley for ensuring that the Company ketps accounting rocords which discloss, with
reasenabla accuracy, the finsntlsl position of the Company and which cnzbla thom to onsure that the Accounts
comply with tho Companios Act 1955,

The Directors hava genemi responaibillzy for taking sich steps as are ressonably open to them ta safeguard the
assets of tha Group and to prevent and detoct fraud and other irregularities.

REPORT OF THE AUDITORS
To the mombars of Vickers PLC.
Wa havo sudited tha Accounts on pages 36 to 57,

Respectiva responaibliitios of Blrectors and Auditors
As describod sbova tho Company’s Directors ara respansible for the proparction of Accounts. It is our respomibility
to form an Indopendent opinton, based on our audit, on thosa Accounts end to report our opinion to you,

Basis of apinion

Woa conducted our sudiz In necordance with Auditing Standards I1sucd by the Auditing Pracdees Board. An pudic
Includes cxamination, on & test basis, of avidenca relavant to the amounts anvd disclosures In the Accounta,

e cdso inchidos an assessment of tha significant estimatas end judgements mada by the Diroctars in the preparation
of tho Accounts, 2nd of whather tho necounting pollcies are eppropriate to the Group's circumsiznces,
conslstantly applied and edoquately disclosed.

Wo plinred 2nd porformed our audit so 23 to obmaln all the information and axplanatioas which wa conalderad
nasatary In ordar to provido us with sufficiant ovidenca to give reatontbla assurnca that the sccounts tra free
from materiz} missmioment, whether eaused by fraud or othor Irrogukarizy ar arror. In farming cur opinion we
also evaluited tha everall adequacy of the prasentation of Information I the Acvounts,

Opinlon

In our oplnion the Accounts give a trua end falr view of tha seate of afkirs of tho Compuay and the Group sy st
31 Decembor 1994 and of the profie of tha Group for tha year then ended snd hava baen proparly preparcd In
azcordanco with the Companias Act 1985,

4t/

KPMG

Chartered Accountants
Reglstored Auditors

London
29 February 1995
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ACCOUNTING POLICIES

#asls of consolldntion
The Accounts hava been prepared, In accordance with 2pplicatle accounting standards, on the historical cost basis
of accounting modifled to include the ravatustion of cartaln land and bulldings 2nd comprisc a consolidation of the

Aceounts of the Company and its subsidiary undertakings and its share of the post-acquisition resules of assoclated
undertakings,

Tha results of tubsidiary and assoclased undertakings acquired or disposed of durlng' tho year are included in the
Accounts from or to tha effactive dates of sequisition or dispesal,

Where businassas are acquired ot & premitum or & discount compared to the fair value of the net assews 2t the dag
of acquisition, the excess Is deducted from or added to reserves.

Forelgn curroncias
Asscts and lizbilitios In foreign curroncies.bre transtated into starling at tho rates ruling a1 the Balance Sheet date,
and tho Profit and Loss Accounts and Cashflows of oversens businessos 2¢ the averaga rates of the year,

Exchange difforences arising on the retranslation of tha net investments In ovarseas businessos, togather with
differances on associated dorrowing in forelgn currencles, ara transferred directly to reserves. Other exchange
differences are inclieded in the Profit and Loss Account,

Turnover

Furnovar consists of amounts involced in raspect of doliverios, other than on cartain long-term contracts for
which the estimated selling vaiuo of the work completed during the year Is Included toguther with adjustments
relsting to provious years' astimates. A proportion of profit Is taken on certain long-term contracts appropriaste 3
the stage of completion of each contract, '

Research and davelopment axpenditure
Research and development expenditure, other than that which is recoverable on certain prejects under contract
with third parties, is charged against profitin the year in which it is incurred,

Taxation

The charge for raxation is bared upon the profit for the year and takes into account deferred taxation on timing
diffarences o the extont that a ilabiiity or an assat Is expected 10 arise,

The rates of tuation used In arriving st the taxation chargs are those currently in forca In the Unlted Kingdom
and, where appropriatg, overseas.

Advance Corporation Tax, which is nct considered recoverable against taxation liabilities in the foresecable futyre,
Is included in the taxation charge of the period.

No provision I8 made for United Kingdom and forelgn taxation which would aclsa in the avent of the distribution
of the retalned profits of ovarseas businesses undess such distribution s proposed.

3 VICVERSPLC,
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Earnings per share
Earnings por share is prosented In accordance with FRS 3.

An alternative measura of normalised earnings per share Is ato presented as che Board Is of tha opinion that his
mcasure givas a more representative fndleation of sustslnable samlngs.

Tangthle assats
Freshold buildings and leasehold land and buitdings are deproclatad over thelr remakiing useful lives or periods of
lease, whichever are shorter.

Motor car rooling Is amortlsed on a per unit bash which takes into account actual production of rach model and a
conservative estimata of future production to the end ef the mode! lives,

Gthar plant an< equipmaent is depreciated, mainly on & straight line basls, 50 as to write off the cost of such assets
aver thelr useful ives. Those lives are revicwed on a regular bals, Tha depreciation rates used are:

Per snnum
Frechold property 2% 4%
Leaschold property {or at higher rates based on the life of tha laase) M- 4%
Plant, machingry and vehicles 0% —- 33%
Office furniture and equipmant 0% - 20%
Short life plant and small tools 20% - 3%

Interese coses on major fixed asset additions ara capitatised duriny the construction period and written off as part
of the total asset cost.

Assets held under financa leases tro Included in tangible assees at purchase price and sra depreciated over the
shortar of tho asset life &r leasa porlod. The obligations relatad to fnance leases, uet of finance charges in respact
of future periody, are Included as appropriate under creditors dua within or after one year, Renals under
operaung lcases are charged to prafit as inturred.

Stoche and work in progress

Stocks and work in progress are valued at tha lower of cast and net realitable value, Full provision has been made
for anticipared losses. Cost comprisos materials and faetory labour, including overheads thereon based on normal
tavels of activity. '

Penslon funding

The Company and its majar subsidiary undertakings cperate both defined benefit and defined conuibution pension
schemes, tha assets of which ara administered by Trustees and are independent of the Group's firarcos. Tha pension
costs relating to these schemas, including thasa related o past sorvice, are assessed in 2ccordince with the
recommendations of independant actuaries, Full actuarial valuadons 2ra made ot regular intervals, Variations from the
regular costs of defined benefit schemes are allocated over the average remalning service lives of currem employees,
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CONSOLIDATED PROFIT AND LOSS ACCOUNT

For the jwar ended 31 December 1994 1994 M 1993
. Motas tm &m fm /o)
Turnovar
Cantinulng operations T4, £99.6
Acquisidons 30
Total turnover 2 7212 589.6
Operating cotes 3 (681.4) {654.2)
Qporating profit
Continuing oparations, before restructuring sty 366
Restructuring costs 3 (6.7) {1.2)
45.2 354
Acquired operations 0.6 -
3 45.8 354
Lots on disposal of subsidiary ! (2.4) -
Profit on ordinary activitios befors interest 434 354
Nt Intorest raceivable/{payable) and other similar items 4 i4 (3.1
Profit on ordinary activitic: before taxation 44.8 323
Taxation 5 {12.1) {6.6)
Profit on ordinary activitios afeer taxation arz? 257
HMinarlty Interosts - Equity (o.1) (0.1)
Sharohialdars’ profit for the financial yoor 3106 25.6
Dividends, « Equity and non equity 6 {16.1) {10.3}
Profit transferrad to rasarvas ] 165 15.3
Ponca Pence
Eamings per 50p Ordinary Share 7
FRS 3 basis 9.8 8.0
Normalised earnings basts d 10.5 8.0
B m £m
Rotalned profic
The Comnpany 5.1 152
Subsidiary underakings 113 0.l
14,8 15.3

MW YICKEAS PLC,

- ————aner




Paga 39
Prosl munas 1
BALANCE SHEETS
At 31 Docambar Group Comginy
1904 1993 (994 (H3
Notes im im {m im
Fixed nstets
Tengiblo nisets 0 2273 %6 .2 n7
Investmants ~ Subsidiary undartakings i3 - ~ 4346 434
= Qther Investments i4 8.8 88 0.8 -
@60 2384 5580 5558
Currant nssets
Stocks and work in progress 15 670 1493 46,1 8
Debtors fzlling due sfeor mora than one year te 23, 194 218 18.3
Debtors falling due within one year 16 2254 154t 32114 2089
Cashand deposis 12056 1145 854 812
33601 4283 3807 2363
Creditors: emounts falling due within one year
Bosrowingn 17 | @LD)] (61.6)]1 (23.9)i| (54.0)
Other labilitles 17 [{342.4)) [ (227.3)] {5 156.8)] | (450.1)
(3743} 2w (840.7) (SIN1)
Not current assotaf(libilitics) 1815 1304 (160.0) (175.8)
Totzl zesats loss current lebllities INTY T3 3959 3800
Craditors: amounts falling due 2fter more than one yoar
Borrowings ' 17§ O] o)l esal| p2e
Other iabiitdes 17 ] (W, l)] (7.2} .| @3
384y (35 @63y (LN
Provizions for lsbilitkos and chorges 18 (467} (365) (20.4) (126)
2948 2798 3394 3327
Capliol and resorves
Callod up share caples) t9 1732 1727 732 17y
Shara premium account 20 $5.5 543 555 543
Revaluation resorve W 408 531 15.0 155
Profit and Loss Account 20 173 06 959 %02
Equity 206211 2700 (| 3312 {| I3
Non-equity 84 8.4 8.4 84
Sharchaldars’ finds 2046 2795 3306 337
Minority intarcsts — Equity 02 0.3 - -
948 2798 394 17

Tha Accounts on pagas 36 to 57 ware approved by the Beard of Directors on 28 February 1995 and wara signed

on its behalf bys
REBUyd J
R 8 Head
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CONSOLIDATED STATEMENT OF TOTAL RECOGNISED
GAINS AND LOSSES

1974 19%3
o mm mew e e v e ... SRR, .
Profit for tha financial year 2.6 256
Curreney ramizian difarences on forsign curcency net invesemrents SN . SR 5

320 23.1

NOTE OF CONSOLIDATED HISTORICAL COST PROFITS AND LOSSES

1994 1993
. fm Em
Reported profit on ordinary activities balore txation 44.8 32.3
Realisation of property revaluation gains of pravious years 1.0 03
Difference betwoen historical cost depreciation charge znd the actual
depreciation charge of che year calculated on tha revalued amount 1.0 0.8
Historieal cost profit on ordinary activilas before taxatlon . 46.8 314
Historical cost profit for tha year retainad after wiation,
minrity interascs and dividends 108 164

RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS

Group Company
1os4 1993 1994 153
i . im £m €m n
Toral recognised gains and losses for tha year 32,0 .l L3 255
Dividends (t60y {103y (&1 (0.3
MNaw sharg capital subseribed, net of axpenses Ly 60.3 .7 €0.3
Goodwilt wrigten off (4.5) - - -
Goodwill on disposal written back 1.8 - - -
Purchase of minority interest 0.2 - - -
Increase In Sharcholdors' funds 151 .l 4.9 75.5
Qpaning Shareholders' funds L 279.5 2064 33T 2872
Closing Shareholders’ funds 1946 2795 31106 1327
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CASHFLOW STATEMENT

For tha year ended 31 December 1994 1993
Note {m £en £ &m

Net cash Inflow from oparating activities 3 159 . BQ.:D
homrm on Investmants and servicing of finance
Interost received 6.7 20
Interest paid 9 8.9
Dividands paid {11.9) )
Nee cash outdlow from raturns on [nvestmunts

and servicing of finznce {11.1) {10.9)
‘Taxation
UK, Corporation Tax pald (5.4) -
Oworseas x pald 3.2) o {3.7)
Tax patd — @) Q7
Investing e tivities
Purchase of mngible fixed aisots {24.5) (20.7)
Purchase of wubsidinry undertakings (L7 -
Purchasa of minarity Interest {0.2) -
Sale of tangfble fixed assets 15 27
Withdraval from businasses 0.2 -
Sale of invesimant in Assoclated Undertaking - 58
Net cash outflaw from Investing activities (25.7) ___(_I 2.2)
Het crsh inflow befora fingncing 08 $8.2
Financing
lssug of Ordinary share capital .7 0.3
Repayment of loun not»s ©.3) (4.0
Net Increaze in non—cash deposits {30.1) 136.2)
Net increasel{decrease) In secured loans 0.2 0.2)
Net Incecase/(decrease) In unsecured foans e LS (33.3)
f\!et. cash audlow from financing (23.4) {13.5)
Net increase In cash and cash eguivalents KA 44.7

VXGERIPAC 4
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MOTES TO THE ACCOUNTS

I ACQUISITIONS AND DISPOSALS

{a) In Auguse 1994 KaMoWa AB purchased the shares of FF ot OY, a Finnish marine propulsion group; in
Docember |$94 Vickers PL.C. purchased shares in Engstrom MIE Limited, 3 UK medial aquipment company; and
in May 1994 AlrShiclds Vickers Inc purehased the trading assats of Watchehitd, a US sofowaro business, since

renamad Alr-Shields Informaton Systems {ASIS).

Falr vilue  Aquitidon

Book value zdjusuments  provislons Fair value

Analyils of Fuir Value
e ME S

Im
Fixed assats 1.9
Current asseu 4.7
Ciwrent liabilides (4.6)
Not assote acouired 20
Goodwill o
Satisfied byt
Consldaration: paid

deferred
Cash and cash equivalents acquired

m i Im m m tm
07 - 2 o8 03 at
{03) - 44 08 26 -
n 08 6 __en_ py -
i 06 03 (04 oé 04

T T 45 15 13 7

48 Tl Y
27 7 - 1.0
13 - 05 08
08 (0.8 14 -
48 N 1.5 1.8

The contribution to Group profit kn the yoar was £0.6m which compiiied gross profic of £0.2m less administrative

expenses of £0.6m.

(b) in Quxober 1994 Vickars Intornational Limiced disposed of its interost in nbn Madaxin Elektrontk GmbH, for
consideraton of 0.5m of which £0.3Jm was dofarred. Book value of tha assexs old was £0.3m and tho loss on
disposal was £0.6m. Goodwlll on acquisition, praviously written off direct to rezerves, amountad to £1.8m and has
bean added Lo tha foss giving a total loss on disposal of £2.4m.

1 SEGMENTAL INFORMATION

Openating

peofic belore

restructusing
Turnovar ety Net assets
1994 199 1994 1993 1994 1993
im m im m fm m

Princlpal activitlos

Autometlve ;7.0 23689 21.0 10.5 19.1 126.3

Defance 126.1 1449 12.7 10.3 14 (28.5)

Propulsion Technology 145.2 1385 23 90 545 504

Madleal tig.e 1298 6.0 9.7 63.2 70.1

Ocher activitley 50.9 402 35 2% 518 43.5

Associaved underzakings - = - - 8.7 8.7
7200 6503 525 366 25B4 1762

Intar-tegment seles 0. 09

Unaliocaced nee assecs . 14,8 73

Toaten N (164

Dividends _1 L (LX) 1)

Salet to third partics 772 6896

Giporating profit bafore restructuring costs 525 366

Total net assets 2434 2612

42 aERs pLC,




continued

Oporating
profx before
Turnover Turnoves restructuring
by deitination by origin coats Net assecs
1994 1993 1994 199} 1994 1993 1994 199
o i im m &m im tm im m £m
Geographical sogment
Usited Kingdom 2459 108 5187 48L9 43.3 376 1120 1803
North America 1862 1561 1669 1596 43 (1.2} 592 56.7
Continenta} Europe (52,0 1365 1283 1335 0.3 0.4 41.0 434
Asia/Pacific t18.7 883 .8 25 0.5y (ul) 0.9 0.9
Rest of the World 435 674 - 0l 0.1 {0.1) 0.4 =
TAT2 68946 Bl&T M6 525 Joe 2732 20058
Intar=segment sales {89.5) (98.0)
Taxatlon (19.7) {164)
Dlvlde_nis R i i . _ (10.y (59
Sales to third partics T 6896 MT2 6896
Opaerating profit before
rastructuring costs 525 366
Total net assots 204 2612
Anzlysls of Turncver and Profit originating in Continental Europe
Optrating
profit befoce
restructuning
Tumover Los
1994 1933 1994 1993
- ) im m €m £m
Sweden 545 449 5 1.7
Switzerland 248 362 - =
Denmark 174 166 - 0.l
lealy 7 133 Q0 (a3
Garmany 4.6 63 ©.9) -
Other countries . 20,1 05 0.7 1.8
. 30 1377 a3 04
Intra~zagment sales . {4.6) (42)
1283 1335
inter-segment sales — . {93) (99 .
119.0 1236 ] 04
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INOTES TO THE ACCOUNTS

Reconcillation of total not azsots:

1994 1993
: SN ...
Net rssons as shown in the Consolidated Balance Sheet 204.8 279.8
Excluda Interest-bearing assats and Habilitas:
Cazh and depasits {120.6) (H14.5)
Borrowings halling due within ong year 310 616
. ’B_?_{:o:vjngs falling dua after more than one year 373 343
2434 2612
1994: Rastructuring costs
Propultion
Automative Dafence  Technology Medical Towd
. £m (11 £m im &m
United Kingdom - (3.0) ©9) - [ X))
North Arnerica - - - {0.7) (®.2)
Contincneal Europe (0.4) - - {2.0) (2.5)
(0.4) {3.0) (0.9) (.2) (5.1)
1993: Restructuring costs
Propulsion Other
Automotive  Teochnology Mediea!  Actvities Toul
£m im fm &m im
Unitad Kingdom (04) (0.5) - 0.5 04)
Continenez! Europu - - {0.8) ~ {0.8)
. {0.4) (0.5) {0.8) 0.5 {12)

Net interest rocolvable/{payablo) and othor similar itams is 2 Graup item and Is not atiocated o butiness activites

or geographieal sogments.
3 Operating profit
1994 1994 1993 1993
t_rg im m £m
Turnovor 727.2 609.6
Cost of salos — ongoing (545.7) (5262}
— ~ restructuring ; (0.3) (3]
- _(546.0) f2ed)
Gross profit 18).2 163.2
Adminlstrative expensas — ongoling (125.7) {1230
- restructuring {6.4) {10}
{132.1) {124.7)
Distribution costs = ongolng (4.4) k)]
- fastructuring - - =
(4.9) 43
Other operatng Income 14 12
Dinecr- g profic 45,6 354

an
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continyad
irpe 199)
) im &m
Oparating profit Is after eharging
Rescarch and devalopment 20 278
Depreciation:
Qepreciadion on owned assots 26,1 240
Depreciation on leased assets 03 2]
Auditors’ remunaration:
Audit feas ’ 0.9 0.9
Non-audit fees 0.2 0.5
Oparating lease charges:
Hire of plant and machinery 2.l 5
Other lease charges ) 25
After croditing:
Rental Income, lass oucgalngs, from propervics Al 0.l
Profit on disposal of fixed assers 03 -
4 Mat interest recelvablel(payabte) and other simitar items
1994 199
{m m
Intarest payable and similar chargos:
Borrowings totally repayable within one year (3.0} . (LX)
Borrowings toaily ropayablo beewaen one and five years (2.1) 22)
All other borrowings (0.6) (0.5)
(6.5) 835)
Interast capleatised 0.2 a.l
Interest recatvable w7 53
i 3.0
5. Taxation
' [ 342 1973
&m (0]
United Kingdom taxation:
Corporation Tax (6.5} 3]
Daferred taxation (3.6) 0%
Ovarseas taxadon;
Current wxation 2.9 26}
Deferred envaton - 03
Prior years 0.9 24
((FA)) (6.£)

Tha Unlted Kingdom tax charga computed at 33% has benn reducad by £13.2m {1993: £4.9m) duz to udlisation of

Advance Carporation Tax wrltten off and toases brought forward,
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NOYES TO THE ACCOUNTS
é Dividends 1994 9
- o im o tm
Preference, paid March and Septomber (0.4) (0.4)
Ordinary:
tterimy of 1.75p, paid Qctobar 1993 w i} (1)
__ Froposed final of 3.0p, payabile May 7995 (9., (5.8)
(16.1) (103)
7 Garnings per sharo 1M 1993
B tm {m
Sharaholders' profit 326 256
Preferonca dividends 0.4) (0.4)
Profit for FNS 3 EPS aalculatlon 1.2 252
Adjust for the after-tax offcct of the foss on disposal of subsidiary 2.4 -
Profic for nermalised EPS calculztion 34,6 ) 252
Average number of $0p Ordlnary Shares 329,262,043 315,876,570
Tha dilutive effect of unexercised options on earnings par share is not materi),
8 Directors and employces
(o) Directors' Inturests
Thae Dircctors and their familles had the following benefichl share interests in the Company’s Ordinary Shares:
At | Dacember 994 Al fuary 1994
{or later date of sppolntment)
) Ordimry Shares Qpuons  Ordinary Sharet Options
Sir Richard Lioyd, Bt. 12499 - 12,499 -
Sir Colin Chandler 12,500 688,239 12,500 489,239
Mr. R.B, Head 14,062 342,24, 14,062 342,442
Mr. W, Herbert 1,250 - 1,250 -
Me. S, Hulsmans 2,000 - 2,000 -
Mr, A, L. lohn 108 73429 {030 68,611
H.RH. The Duke of Kent 12,500 - 12,502 -
tr. M.G. Taylor 6250 - 6,250 -

Mr. 0.1, Ward 10347 358922 1,51 358640

On 8 August (994, Mr P.T. Ward exarcised an option under the Rules of tha Vickers Group Approved Savinge-
Relatcd Share Option Scheme ovar 3,796 Ordinary Shares at a subscripdon price of 161.2p. The mid-market peice
of the Company's shares on that date was 195p. No other Dircctor exercised options during the year and none of
thelr options lapsed. There hava boen no changes in the holdings shawn in the tzble 2bove sinca the end of thy
1994 financial year,

Mr C.).5. Woodwark, who bocama a Director on | January 1995, has beneficls! Interosts in 1,000 Ordinary Shares.
Thesa shares wero purchased on 12 Jaruary 1995 In order to comply with the directors’ qualification sharas
requirement set out In the Company’s Articles of Assachation. He was granted 80,000 Executiva Share Options in
1993 nt &n option prica of 154p; 40,000 Excevtive Share Optioas i |994 at an option price of 181p; and 186,000
phamtom options In 1994 st on option price of 174p,

The mid-murkat price of the Company’s Ordinary Sheres at the ¢lozo of business on 30 Decamber 1954 was 173p,
Tha highast mid-market price durlng the year was 204p and the lowest mid-markez prics was 163p.
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continued

Tha Exacutive Diraciors’ Interosts in share options nra detalled balow:

Exocutiva Options SAYE Options
Number Gpeion Oace Datr  Numder Qpdon Oune O Toal
e Pieh  Gomed  Deroabs Proelp)  Grasud  Easrciable .
Sir Colin 4,197 0077 1590  1$93-2000 6,124 183.7 1991 1996
Chandler 104056 220%6 1991 19942001 5.750 1200 1993 1999
208,112 86,49 1992 1995-2002
k] a2 mewte S om - 688'239
MrR. B, Head 9755 18259 1986 1989-1996 +948 1848 1990 1995
9426 18605 1987 1990-1997 5020 1494 1991 1996
38,500 165626 1988 1990-1997 5750 1200 1993 1993
19.250  166.26 1988  {99-1998
35379 17106 1988 19911998
104,056 20277 1990  1993-1000
N26 17779 1990 1993-2000
26014 16049 1991 1994-2001
16,128 8649 1992 19952002
. ) 342,442
MrA. L John 62433 86.49 1992 1995-2002 6,188 IZLZB 1922 1997
4,808 1435 194 1999
7342%
MrP.T. Ward 9755 18252 1986  1989=1996 1,948 184.8 19%0. 1995
81,294 18605 1987 19%0-1997 64 167.9 19%0 1995
69,197 17106 1988 19911998 5750 1200 1993 1999
40,061 20277 1950 19932000 40687 1435 1994 1959
0810 17179 1990 1993-2000
26014 22296 1994 1994-2001
99,373 86.4% 1992 1995-2002
__ 358933
in additicn, tha Executive Directors are Intercsted in the following phantom options:
Numbar Ogzion Dats Oraca Toed
» Prica {p} Geantadd Exgrinalie
Loy
3ir Tolin Thandler 156,084 15761 1992 {995-2002 (1)
280,000  174.00 1994 1997-2004 (2)
436,084
Mr R. B. Head 104,056 157,61 1992 1995-2002 (1)}
139,955 8649 1992 1995-2002
77864 17400 1994 19972004 (2)
L 321575
Mr A, L. John . 185000 17400 1994 1997-2004 (2) 185,000
MrP. T, Ward 104056 15761 1992 1995-2002 (V)
177,000  174.00 1994 1997-2004 (2)
L 281,056
{5ea Notes (i) and (1) overleaf)
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MOTES TO THE ACCOUNTS

Notes

{1} For shis grant of phantam options, the Remuneration Committea has Impaied a condition that they can be
exarclsad only sfear tha Company nexe declaras a total dividand in any ona year of at lsast 6.0p per Ordinary
Share {ully covered by earnings, The Committea has agreed that, n order to accord with the terms of the ather
options granted, this conditien shall not apply In the event of a change of cantrel.

{2) For this grant of phantom options, the Remuneration Commilteee has imposad the objective performance
target that thaey can only be exarcised if, over any consécutive pericd of thres years, tho Company's percentage
gepwih In annualised carnings per share shall have boen ac least aguivalent to the percentaga incraase, H any, in the
ratall prices Index plus 10K, The Committea has also exprestad the desire that participants should apply a
proportion of the net proceeds towards retenton of shares in the Compzny, in additlon, Ic i3 the Committes's
Intention to replaca these opdons with optlons under the Vickers Group 1994 Approved Share Option S¢hemo
aftor tha announcement of results on | March $995. This raplacamant will only take place if, at the prospective
data of grant of any Approvaed QOption, tho market value of the Company’s shares does not excead the phantem
optlon price of 174p by 5% or more.

(%) Diroctors' emoluments
Diractory’ emoluments in tha financlal year wera as follows:

1994 1993

£ ot

Fees 42,07 39,000
Saleries and benefics 1,048,614 1,036,114
Bonuses 450,042 198,299
Pongions and pension contributions 331,067 353,604
Fayment to a retiring direcror . 463485 0 -
Toul 2,315,995 1.827.017

Tha paymane to a redring Diractor comprises an amount the Company has conimacted to pay in respect of a
Dirgactor who Is relinguishing his membership of the Board whaen he leaves the Company's service later in 1995,
The Company's beie estimate of the amount that will be ultdmately payable ls £423.000 by way of contribudon for
pension enhancement and £40.455 in raspoct of benefits othorwise than in cash.

Excluding Catmpany pention contributions, the emoluments of the Chairman and Chief Executive, the highest pald
Director, during the finandial year wero 23 follows:

Salary Bonus  Tou! Salary Bonus  Toul

and benefits 1994 and benefics 1993

000 €000  £000 £000 €000  £000

Sir Richard Lioyd 100 - 100 86 - 86
Sir Colin Chandler 345 153 498 335 i53 460

During 1954 the Board of Directors, on tha recommendation of the Remuncration Committee, resolved wo establish
unfunded retirement benefits for the Chief Executive of the Company, in order to provids a pension in respect of bis
eligible earnings In excess of tha cap {now £76,£00) imposed by the Finonce Act 1939, The Campany has provided a
sum of £908,000 as ar 31 Dacamber {994, for all his acerued servea Uabllitles. This provision enables the Compary to
ensura that tha Chiaf Executive Is not put at a disadvantzge relatlvae to othar Exccutive Directors, cach of whom i a
member ol several funded penslon schemes. During the year, pension contribitions of £30,540 (1993: £30,000) ware
pald by the Company to tha Vickers' Redrement Schome for the Chisf Exacutive’s funded pension i cespoct of his
cligibla earnings up to the cap referrad w above,

4 VICKENS PAC




contlnued

Excluding Company pansion contributions, the omolumants of the Directars fell within the following bands;

1994 1993 ] 1994 1993
Li-£5000 ' - £270,000 = £275,000 - '
£10.001 = £15,000 K £280,001 - £285,000 ! -
£85,001 - £50.000 - ! £320,001 -~ £325,600 H -
C100,001 - £105,000 i - £335.001 - £340,000 - |
£125,001 ~ £130.000 ¢ - €485.001 - £490,000 - }
£165,001 = £170.060 | - £A95,001 = £500,000 | -
£250.00H = £255.000 - !
(<) Number of employecs
] ] ) . ]9?4 - . 199
The averaga number of employses during the year was made up as follows:
Production 3,974 3,930
Sellng, distribution snd adminlstration e e — 5,194 5476
%118 9.406

{d) Employmont costs

1994 99
[0 i m

Employee costs, including those of Executive Directors:
VWages and salarles 179.9 174.2
Sochal security costs ) 0.0 206
Other pension costs e R L N 33
103.8 158.1

¢ Pensions

The Group operstes a number of pension schemas both in the Unitad Kingdom and ovarseus. The major schemas
are the two main schemizs eswblished in tha United Kingdem, tha Vickers Group Pension Scheme (“VGPS™) and
the Rolis-Royco Motors Pension Fund ("RRMPF”) ¢overing approximately 3,200 amployess 2nd 2,800 employees
respectively, Both ara defined benaflt schemas, and the pontion costs relating vo these Schomes are assassed in
accordanca with the sdvico of qualified actuaries using the Projected Unlt Cust Mathod. Tha assots of tha Schemes
are held in separate trustee adminlsterad funds. None of the overseas schomes s material In a Group context. =

The net pension charge for tha Group was £3.7m (1993: £3.3m) of which £0.3m {(1993: £1.3m) refated to the
overseas schemaes,

Ac the dace of the last actuarial valuation (April 1992) the market vakie of VGPS and RRMPF assets was £427m. in
accordance with the refavant Accounting Standard, the schemes’ sczuarfes have earried out valuadons of thase
schemes for the purpose of zsessing the pension costs, This indicates thag the sctuarial vatuations of the assets of
both schemas were 125% of tho funds that had zccrued to members, On tho sama basls, the 2cousrial surplujes of
these schemos towtad £104.9m. On the advice of the respective actuaries, Group funding of thess Schemes with
remain suspended until the nexd actuaria) valuations (Aprit 1995}, The assumptions which have the most significant
cifect on the rasults of the valuations are those relating to the rata of return on Investments and tha rates of
increases in salaries and pensions. It has been assumed vt the Investment return would be 9% per anhum, that
salary increases would averzge 7% per annum and that prosent and future pensions would increass at tha rate of
5% per annum, Differencos between the zmounts charged In the Accounts and the amounts trensferred to the
Schamas ara shown in Note 16 (€19.0m (1993: £18.8m) in Prepayments falling dua afeer maee than one year) and
in Nowa 17 (£6.0m {1993 £6.0m) in Other creditors fling dua afeer mora than one year),
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NOTES TO THE ACCOUNTS
10 Tangible nstets
Plant, Office
and & machinery furniture k Construcdon
bulldings & vehicles equipment  Tocling in progren Toul
{n) Group im im ‘m tm im im
Gross book value
, At hinuary 1994 150.2 1363 356 604 0.2 3044
Exchange adjustment (0.3) {0.5) 03 (0.1} - {1.2)
Caplal expendiwure 12 112 4.0 5. 4.1 5.6
Acquisitions 66 04 - - - 1.2
Transfars 03 L5 (0.6) (0.2) (1.0} -
Disposals (k%)) 8.9) (1.6) 02 1)  (145)
Disposa! of subsidiary - - 0.1) - - ©.n
At 31 Docomber 1994 149, 1402 o £5.0 39 3954
Depreciadon
A | Jancary 1994 18.5 828 252 29.1 - 1548
Exthanga adjustment {0.1) {0.3) {0.2) {o.n - (0.7)
Provided during the year 35 14.6 37 4.6 - 264
Disposals (2.6) (8.0) (1.5} {0.2) - {12.3)
Dispotal of subsidlary - - oy = - (0.1)
At 3! Decembor 1994 19.3 883 27 334 - 188.1
Nat boolt value at
3 Dacember 1994 1300 519 9.9 E1E 19 273
31 December 1993 1327 543 104 33 09 229.6
Mon-deprocinblo nssets at
31 Bocomber 1994 408 24 - - 14 44.6
Lonsed assats ot
31 Pecembar 1994 - 03 0. - - 04
Net book valua includes capitalised interest of £3.4m (1593: £3.6m),
(BYCOMPANY s cerem e e ¢ s et s samnme m— e — e
Gross book value
At | JanLary 1994 51 454 1.8 29 - 1.2
Caplal axpendicure - 44 Il 0.7 37 9.9
Transters co subsidiarics - 0.1} - - - ©.1)
Dispossls BN U C - U . SO o
At 3t December 1994 Skl 47.2 121 36 3.7 W77
Depreciation
At | Jenuary 1994 76 6 85 (5] - 395
Provided during the year 15 55 14 0.6 - 9.0
Transfers to subsidiaries - N - - - 0.1}
Dispontle TGN __08_ = - .29
At 31 December 1994 9.1 25.9 9.1 14 - 45.5
Mot boolt valuo o
31 Dececmbar 1994 420 213 30 12 37 2.2
31 December 1993 435 208 33 2t - nz
Mon-depreciobic astets at
3 Docember 1994 105 - - - 1.2 17

Leasod assets of £0.1m (1993 £0.3m} are included in the net book value of plant, machinery and vehicles,
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continued
Group - gmnpw
Long  Short Long
Freshold lesichold kemshold Froehold ieaschold
(¢) tand and buildings — o lm | fm | tm | mo e
The gross book vate of land and bulldings
at the end of the year comprisest
Cosnt 416 54 0.5 23.2 1.5
Valuation as at November 1988 623 I8 - 4.7 -
 Directors valuadonas wNovember 1992, M0 17z 100 W7
139.9 89 0.5 47.9 3.2
Grovp Company
S, , S AP
On an historical cost basis land and bulldings waortd have been Included as follows:
Cost 917 369
___ Accumulated deprechation _ (198 __ (9.9
NMat book value at 31 Decambor 1994 nse 79
1} Capltal cornmitments
Groyp Compuny
1994 973 199 1993
tm m im £m
Outstanding contracts for capital expenditure 4.3 8.7 tLe 24
Further capital expendicure authorised i3 LI 0.9 Qal
\7.6 98 12.8 .5
11 Qperating leasa commitmants
Other
Property leasos oparuting feasas
194 1993 1294 1993
7 m  fm  Lm  fm
Annual rentals piryabla on feases expiring
Within ona yesr (e 12 0.3 0.9
Batween two and fiva years 0.9 1.8 0.4 15
Beyond five yaars 15 2l 0.7 -
2.1 LA ] .l 24
Company operating fease commitments are not rateril,
13 Investments - subgldiary underezkings
Cost Provisions et
. . im &m m
At 1 Janvary 1994 S0l7 (176 484l
Acquisions 05 - s
At 31 Dacember 1994 SR (17.6)  4BA6

Alistof principat subsidiary waiertnkings Is given on paga 59,
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MOTES TO THE ACCOUNTS
14 Qther invastments Associated Oxher

undortakingy lvessiments Tout
N . tm €m o {m
Ac 1 january 1994 8.7 ol 88
At 31 Docombar 1994 87 04 85

In tha ophilon of the Dirsctors, the value of tha Investments #s not less than their net book value,

15:Gtocks and work In prograss

Group Conmypany

1994 1993 1994 1993

) frn m ém Fm

Long-term contract work in progress 575 958 1364 958
Instalments on account (224.6) (81.5) (203.5) (81.5)

2.9 14.3 329 143

Othor werk In prograss 13 405 0.5 20

Instalmants on account

366 8.1 88

v -

508 4.0 131
75 $40 4.6
519 g4 1

aze
et work in progress 70.7
Materials, bought out components and genaral stores 447
Finlshod goods 51.6
Total stocks and work In progross 167.0

1403 460 78

Instalments in advance of contract expenditure have been shown separately within Other Linbilitles in Creditors,

16 Debtors

1994
tm

B e v 4 1 £ WO SR S et Seae A A W S N——r o X — sy & by o

Amounts falling due within ene year
Trada debtors

Amounts recoverable on contracts
Amounis owed by subsidiary undartalings
Other debeors

Prepayments and accrued income

Amounts falling dua after mora than one year
Trade debtors

Advance Corporadon Tax recoverab'a

Orther debrors

Prepayments

N e i ——

Total dobtors

1949
1.6
13.0

59

2254

1.0
2.5

(X
19.0

23.1

2485

Group Company
19493 994 1993
£m im {m

1343 102,6 40.3
59 - -
- 64 1659

418 5.8 0.9
9.1 2.8 1.8

1544 2276 2089

10 - -
- 2.5 -
0.4 0.} 0.3
180 19.0 . _IE.O

—_——a e

194 .6 18.3

a—— t b mm amsmmeran

1735 2491 2272

At the yoar—end £16,000 was outstanding In respect of a refacation loan made to an Officer of the Compary.
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17 Creditors
Group Company
1994 19 1994 1993
i ] im &m  &m i{m
Amounts falling due within one year
Loans and overdrafts 318 81.5 2.9 54.0
Chligations under finance feasos . e - -
Boreowngs, SN e 1Y 540
Inseatments in advance of contrace expenditure = received K ¥4 283 65.3
= recolvable 42.2 34 41.3 34
Trada creditors 107.3 LYR| 565 1.4
Amounts owad to subsidiary undertakings - - 3158 JIBS
Loant from associated undertaking 8.2 2.2 8.2 82
Accruals and deferred income 565 465 176 15.6
Taxation on profits 17.5 134 6.7 53
Other taxation and soclal sacurity 4.5 5.4 x5 21
Proposed dividends 0.1 59 10,0 59
Qther creditors 4.6 33 $6.8 124
Other liabilities s 2373 5168 4581
Tots| amounts falling due within one year 3743 1589 540.7 5120
Amounts fzlling due after more than one year
Loans and borrowings 12 M4 333 3.4
Obligations under finance leasas 0.4 0.2 - -
Borrowings 3 343 353 324
Trade creditors 0.9 0.5 - -
Taxation on profits (due 1996) 0.9 0.6 - 06
Other creditors t7.3 16,0 (X L?
Other liobitides 19l 17.2 1.4 23
Total amounts falling due aftar mora than ons year 56.4 515 389 34.7
Borrowings ropaysble in; -
One 10 two years 0.3 03 - -
Two to five years LER: 330 5.3 324
Over five years 20600 ~ 2011 1.2 1.0 - -
3 43 35.3 324
MNat wholly repayzble within five years L7 1.7 - -

Borrowings of Group companias ara secured, by way of charges on fixed acsets, w the emet of £1L.9m

(1993: £1.8m). Tha Company's borrowings arn unsecured,
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NOTES TO THE ACCOUNTS

13 Provisions for llabilitics snd chargar
Acquir~ Reorgan- Other Deferred
Worray o lastlon hablites  wxation Tow

_(_‘_‘? Gﬂp ~ _ im £m £m v dm m
Al January 1994 26 26 13 6.7 3 365
Exchange adjustment - - - ol -
Provided 1.5 - 35 42 16 238
Aquisitions - - 04 0.1 - Q.7
Used B4  ©4 (8 @9 - iy
Releasod B (0.6) - s - {81y
At 31 Docember 1994 28,1 0.2 58 1.7 49 467
(b) Company

At January 1994 82 0.2 05 34 03 126
Provided 60 - 30 14 - 104
Used ©4) - (o4 (08 - (1.6
Releated (0.6) - - .1y 03} {10
At 31 Orcember 1994 13.2 0.2 3l 3.9 - 204
Group Company

1994 1993 904 1993

{<} Doferred taxation im im fm €m
Excuss capinal alfowances ovar accumututsd depreciation 0.2 1.2 - 0.8
Provided agalnst properiy sales 34 38 - -
Advanca Corporation Tax - {2.8) - (0.5}
Qthar Uming differences -overseas ) (&) 1l - -
4.9 33 - 0.3

The potentis! liability for taxution, which has net been provided in tho amounts shown above becauss payment &
unlikely to be required in the fareseeable future, is;

Excess caplul allowances over sccumulated deprecladon 16.4 12.8 5.3 65
Cther timing differences (153) (124  (8S5) (49
Capltal galng an revaluation of properties and rofled-ever galns, 2238 9.6 133 4.1

[——— L T R —— ——— . o

23.6 15.0 1ol 66
Advance Corporation Tax - (4.9) - (4.0)

- ———a - e tue e avmer e~ e

23.6 0.4 1o.1 26
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19 Sharo caplta)
Group and Company
Authorised fssund
1994 i 994 1993
) ) o ] ém im m (rn
Preferred 5% Stock (now 3.5% plus tax crodit) . 0.5 08 0.8 048
5% Proference Stock (now 3.5% plus vax credit 0.7 07 0.7 07
Cumulative Preference Shares and Stock (now 5% plus ux credit) 10 70 69 &9
85 85 8.4 B.4
Ordinary Sharcs of 50p each 2285 2285 1648 1643
Authorised sharecaplal | . L L L/
Share capital, allotred, catled up and fully paid 1733 V727

The three Praference classes are of £] units,

Thn nurmber of Ordinary Shares in issue at 31 December 1994 was 329,721,418 (1993; 328,651,508),

During tha year endsd 31 Decombar 1994;

{8) 1:069.210 Shares, with 2 nominal value of £534,955, were issusd for a total consideration of £1,754,955 on the

exarcise of options under the Company's Share O yion Schemes; and

{b) the (llowing options ware granted:

- on 24 March to 24 participants over 510,000 Sharas at a subteription prize of |81p under the terms of the

1984 Approved Share Option Scheme; and

~ on ZT April 1o 457 participants over 613,789 Shares at » subserintion price of 143,5p under the terms of the

1984 Savings-Related Share Option Stheme,

.

Range of

Mumber of Subeription
Shares Prices Excercisabla
Approved Share Option Scheme 5790306 B81.6% ~220%6p 1995 - 2004
Savings—Related Share Option Scheme BATTLSS 695p - 1848p . 1995~ 199%
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NOTES TO THE ACCOUNTS
10 Roserves

Prolly Assocared
Sharg Revaluation wd Lous undorcakiegs'
premium roerve Account resorves
Group | : .. . B tm
At Jamary 1994 543 $3.1 (8.8) 82
Exchange adjustment - 0.1} 0.3) -
Reaingd profic for the year - - i85 -
Purchate of minority interest - - 0.2 -
Promium on thare issues 1.2 .- - -
Goodwill on acquititions - - {4.5) -
Goodwill on disposal written back - - 18 -
Renerves reclassifiod - ().3) 13 -
Daferred taxation transfers - {2.1) 21 -
Reall.slatlop of revaluation on disposals - R (1.0) 1.0 S
Ar 3l December (994 55.5 48.6 9.t 82

Tho smount of unrealisad exchange gains (net of losses) on net borrowings at 31 December 1994 Included In
retervas amounted to £0.5m (1993 £0.1m), The cumulative net amount of goodwill arlsing on acquisidons written
off 1o reserves is approximately £254m (1993: approximately £250m),

Share Revaluation Praftand

premium reserve Loss Account

Company im &m - tm
At | Janusey 1994 54.3 15.5 30.2
Ratalned profit for tha year - - 52
Premium on share issucs 1.2 - -
Reserves reclassified - (0.5) 05
At 3i Decombar 1994 55.% 150 95.9

a1 Profit and Loss Account of Yickers P.L.C,
In accordanca with Saction 230 of the Companies Act 1985 the Profiz and Loss Account of the Company is not
prespeved 83 pars of these Accounts. Tha shareholders' profie of the Campany amounted to £21.3m (1993: £25.5m),

22 Contingent liabilities

Guaramaes and comtingoncles arising in the ordinary course of business aro not expected to result In any material
financial loss o the Group. Tha Company has guarancead Indebtedness of subsidiary undervalkings totalling £7.8m
{1993: £6.6m).

Thera are lawsults cutstanding agalnst Group companies for damagas in raspect of certain transactions. Tha
Directors have been advised that there are good defences in alt materlal actions and do not beliova that tha Group
is likely to suifor any tnatarial lozs in axcess of the amaunts provided,
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continued
23 Cashflow
1994 1993
tm im
(x7 Reconclliation of oparating profit before restructuring costs
to nat cash inflow from opzrating activities
Operating profit beforo restructuring costs 5% 36.6
Deprociation chargas 26,4 244
(tncrease)/Dacreass in stacks (24.0) 9.9
Increase in dabeors (70.9) (18.5)
Incroasa kn creditors $0.5 9.4
in:reasn in provisions 3.1 o4
Nm <ath lnﬂow bufore reorganisation costs o ] TN 2.2
Nt cash outﬂow In respect of reorg,mlndon cum o () 7))
Nc: cash inflow from operating activitics 759 84.9
{b) Analysis of balences of cash and cash equivalents as shown
In the Balance Sheet
Cath and] eash

oquivalents Othar Tou!
m m im

Cash and deposits 47.5 728 1206
Craditors: amounts falling due within one year
Loznz and overdrafcs (158) (200) {31.8)
Financo teases - {0.1) (0.1}
Creditore: amounts falling due afcer one year
Loans - (31 (1Y
Flmnco le“et - (0.4} 0.1y
Toul at 3l Dccembar 1994 360 154 51.4
Total at 31 Decomber 1993 292 {10.8) 18.6

(<) Analysis of changes in cash and cash equivalents

P N T [Ty A e PRI . ‘m

Balmca at | January 1994 9.2
Incroasa in cash and cash cquivalents before adjustment for foraign exchange rate changes AN
Elfar.t of Ioteign exchanga rate changes : (0.3)

Balanco at 3| Decembeor 1994 360

{d) Analysis of changes in financing

) Share capital Oeker

and pramium faancing

B A i e B ke fmd Rk cad 3 mbd x meer kek ke aamda e ‘m o oma - m

Balance at 1 January 1994 270 106
Cash inflows/(outflows) from financing 1.7 (25.1)
et of foreign exchanga rato changes — T ©9
Balance at 3i Docembar 1994 2287 o (154)

VICKEM PLE 87
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FIVE YEAR REVIEW
1994 1993 1992 1931 1990
m L e
Profle and loss account
Tuemover - 7212 689.6 7188 652.2 77a.t
Qparating profit{loss) 45.8 354 (27.5) (25.0) 60.5
Associated undertakings - - - 33 42
Profit(Loss) on salelterminaton
wof operations - Continulng operaticns (2.4) - {2.5) (1.0) 0.5
- Diseontiviad operations - - 05 - on
Proiit{Loss) bafora Interast . 434 254 {29.5) {22.8) 2.5
Net intarest recetvablel{payahle) and
other simitar {tems 1.4 (3.0 (7.1} 1.1 166
Profit/(Loss) befora mxation 44.8 i {36.6) 247) 89.1
Taxatlon (Va.4) (6.6) 40 10,0 (26.2)
Profit/(Loss) sfter tucation 327 257 {32.6) {(hn 62.9
Minority Interests (0.1) (0.1} (0.2) {0.1) -
Proflt/{Loss) for the financial year 32.6 25.6 (32.8) (It.8) 629
Dividends (16.1) (1e.3) {4.3) {16.2) (26.3)
Retalned profit/{loss) 16,5 15.3 a7y (20.0) 366
Balanca sheet
Fixed assets 236.¢ 2384 2476 2707 271,06
Nat cureent assets . 1618 1294 569 819 1228
Amounts filling dua after more than one year (56.4) {515} (55.2) {55.4) (72.4)
Provislons (or labilities and charges (6.7) (385 (@ (837 (49.8)
294.8 2798 206.6 2445 2716
Sharcholdars’ funds 294.6 79.5 2064 143.7 s
Minority interescs 0.2 03 0.2 0.8 0.l
o 1948 2798 20646 2445 2906
Employeas
Avgraga aumber of employees L ARE ] 9406 10.422 t2.0101 12613
Total wages and selaries (m) 179.9 1742 1849 1048 18
Earnings por shara
Earningt/{Loss) per S0p Ordinary Share:
FRS 3 basis 9.8p 80p (2l (#5)p 23.0p

Norrazlised earnings batls 10.5p 80p 7.3% {2.0)p Alp
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VICKERS PLC

COMPANY PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31ST DECEMBER 1994

1994 1993

£m £m

Turnover 231.3 2494
Cost of sales (189.3) (209.8)
Gross profit 42.0 T 39,6
Administrative expenses (24.6) (21.8)
Distribution costs (0.5) (0.5)
Other operating income 10 2.2
Operating profit beforo excoptional items 179 19.5
Bxceptional items (15.2) (6.2)
Profit on ordinary activities before interest 2.7 13.3

Net interest receivable and invesunent income 21,2 16.1
Profit on crdinary activities before taxation T 239 294
Taxation (2.6) (3.9)
Shareholders profit for the financial year 21.3 T 355
Dividends (16.1) (10.3)
Relained profit 52 152

This Profit and Loss Account was approved by The Board of Directors on 28th February
1995 and was signed on its behalf by:

REB Lioyd @L&Mé

R.B.Head /Z R M

™




PRINCIPAL DIVISIONS AND SUBSIDIARY UNDERTAKINGS

Autometiva
*Rolls-Royce Motor Cars Limited, Crewa
*Rolis=Royce Mazor Cars lncorporated, Paramus,
New jorsey, US.A,
*Rolls-Royca Motor Cars International S.A.,
St—Prex, Swizerland

Coswarth Engineering, Northampton
Cosworth Castlngs, Worcester
*Casworth Enginearing lnc.,
Torrance, Californla, USA,

Cantlori Qiva Sp.A., Lake [seo. ltaly

Defonco
Vickars Defonce Systems, Loads and
HNeweastlo upon Tyne

Propulsion Technology
$Certfied Alloy Products Incorporated,
Long Beach, Californla, US.A,
*KaMeWa AB,, Kristinehamn, Sweden
*FF Jot Limited AS, Kokkala, Finland
Michell Bearings, Newcastla upon Tyna
“Ross & Catherall Limitad, Kifitmarsh, Shefleld
*Ross Catharalt Ceramics Limited, Genby, Darby
Stona Vickers Limited, Erith
*Trucase Limitad, Rydo, Isle of Wight
Vickers Aerospacs Components, Shrewsbury
Wickers Alrmotive, Shrewsbury
Vickers Precision Machining, Crewe

Medical
BAlr-Shirds, lnc., Hatboro, Pennsylvania, US.A.
Mads'sc Limized, Woldng
*$ & W Madkeo Toknlk ASS, Albertsiund, Denmark
*$ & W Madico Taknlk Umited, Bizlystock, Poland
*5 & W Elsktromedizin G.m.b.H., Hanover; Germany
S & W Vickars Umited, Slideup
Engstrom MIE Limiced
*TECA Corporation, Picasancville, New York, USA
*Vickars Medical Espana S.A., Madrid, Spain
"Vickers Madical lalia S.p.A., Milan, laly

Othar activities
Brown Brathars & Company Limited, Edinburgh
*|ered Brown Brothers Inc,
Brunswick, Georgh, USA.
*Vickers Americs Holdings, Inc.,
Paramus, New Jorsey, US.A.
Vigkers Pressings, Newcasde upon Tyna
Vickers Proparties Limited, London

“The whole of the lssued share capital of cach of the
companies shown s held by Vickers PL.C. or, where
indicated by zn astarisk, by ane of ks wholly-owned
subsidlary underealings.

Nota:

Thore ara ex¢luded from this list cortaln
oparating uaks which, in the oplnion of the
Diracrors, do not materinlly affoct the results of
Vickers PLC, AR of tho companics thown ara
incorporated, 2nd operata principally, In tha
countrias Indicatad, A Rl list of subsidiary
undereakings will be included with the Company’s
Annual Return,

VICKERSPLC, 2% 2




NOTICE OF ANNUAL GENERAL MEETING

Natice Iz hroroby given thar the next Annual Genera! Mocting of Vickers PLC, will ba held at the Conference Halt,
Mitbank Towar, Millbarz, London SWEP 4RA on Thursday, 27 Aprl 1995 at 12 noon for the following purposes:

1 To recclva and adopt tha Report of the Directors and the zudited Accounts for the financial year ended
3t Decamber 1994,

2 To declaro a fnal dividend of 3.00p par Ordinary Shara In rospect of the financhal year ondad
31 Dacombaer 1934, payable on § May 1995,

3 " To re—elect Mr. R. B, Hoad a Director of tha Company,

4 To elect Mr, S, Hulsmans a Director of the Company,

5 To elect Mr, A, L John a Director of the Company.

6  To elect Mr, C. ). 5. Woodwark a Director of the Company.

7 To re-appoint KPMG as Auditors of the Company and to resolve that thelr remuneration ba determined
by the Dirccrors,

As Speciat Business, to consider and, if thought fit, to pasz the follawing resolutions:

As on Ordinary Resolution:

8  To resolve that In substitudion for any axisting authority 2nd for the purposes of Saction 80 of the
Companfes Act (985 {"Section 80™), tha Direerors ba and are generlly and unconditionatly authorised wo
cxercise all the pawers of the Company to ailot relevant securitles, within the meaning of Section €0, up
to an aggregate nominal amount of £53,300,000, at any time or tmes, provided that such authority sha
explre at the sarlier of the conclusion of the next Annuat General Mesting of the Company or § July 1996,
The Company may maka any offor or agreemant bafare the explry of this authority which would or might
requirs the relevant securities to ba aliottad after this authority bas expired and the Diractors may allot
rafevant securitiag pursuant to such offer or agraement.

As a Special Rosolution:

9 To resolve that the Directors be and ara hereby empowered to mako atlotments of equity securities (as
defined in Soction 94 of the Companies Act (985} for cash, purtuant 1o zny general suthority conferred
upon tham for the purposes of Section B0 of the Compantes Act 1995, 23 If Section B9(1) of that Act did
not apply provided that such powar shafl:

(a) be limived;

(i} to the allorment of equity securities in connaction with 2 rights lssue In favour of holders of Ordinary
Shares In tha Company where the equity securites respactively attridutable Lo the Interests of the
Ordinary shareholdars are proportonata 1o the respective smaunts then held by them, but subject
such exclusion or othar arrangements as the Directors may deem necossary or expedient to deal with
fractonal entddements or lega) or practical problems undar the laws of, or the requirements of, any
rogulatory or stock exchange authority in any jurisdicdon; and

(i) to the allorment (otherwisa than pursuant to sub-paragraph (i) above} of equity securities wpox
maximum nominal amount of £8,200,000;

o VICKIRS PLC.
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continuad

(b} oxplra at tha carlier of tha conclution of the next Annual Genorat Meating of the Company or | July 1998
axcept to the extont thit the sama s ranswed or extended prior to or at such mooting: and

{¢) permit tha Company to make any offer or enter into sny agreament befora thy explry of such power
w¥ch would or might require equity securkies to ba allotted ofier thi powor hus expirod and the
Directors may allot equity sacurities pursant 10 such offar or ngresment,

By ot der of the Board,
e
r
Nicholas Beving . K Y
segmm %A ﬂ [ "y, &I
28 March 1995
Notas

Any member ontltled to attond and vota is estited o sppolnt ona or mora proxics to sttend end vets (but in
the casc of an individual mamber on & poll only} i thals stead; proxy naed not be o membor, Complation of
8 Form of Proxy will not provent members from attending tha meeting and voting in person should they so
with. Proxics must ba lodged not hter than 12 noon on 25 Aprll 1995,

Holders of Preforred 5% Stocl, 5% Proferance Stack, Cumulitive Prefarsnce Stock and Ordinary $hares are
enttled to atend and vote,

Coples of Dirocvars' servica contracts (unless axpiring, or determineble by the Company without payment of
compansation, within one yaar) will be avflabla for inspaction at tha Resistered Office of tha Compuny doring
notmal buslness hours from tha dato of this Notice undl tha date of the Annual General Meoting, tnd 2t the
phaca of the meating for o pariod of fiftaen minttes prior to the meating and during the contiuance therpol,

VICKIRSPLE. &




SHAREHOLDERS’ INFORMATION

Sharcholders’ dlary
¢

30 Septombar

intorim dividend for 194 paid on:
Proferrod 5% Stock

5% Prefarcnce Stock

Cumulative Profarence Ziack

19 October

Intarim dividend for 1994 of 1,75p
paid par 50p Ordinary Shace

Low cost share dealing

1995 — -
| March 27 April

Final dividend recommendadivn for Annuzi Geaeral Mecdng m ba hald
1994 an ed on Ordinary ot the Conference Hall, Miltbank

Shares, togather'with resuhs for
year ended 31 Docembar 1994

3 March

Final dividend for 1994 pald on:
Praferred 5% Stock

5% Preference Stock
Cumulative Preference Stack

I March
Report and Accounts posted to
* Sharcholders

Tower, at 12 nooh

S Moy
Final dividend on Ocdinary Shares,
if approved, to be paid to
Sharcholders on the Reglster at
6 April £995

+
Soptember
Resultt far the six months ending
30 Juna 1995 to be announced

The Company's stockbroker, Hoare Gover Limited, provides 1 low cost shara dealing service, which enables
investors to buy or sell Ordinary Shares in Vickers P.L.C. In & simple and low cost manner. Further datells may
be obtained from Hoare Geverr Corporata Fimince Limited, 4 Broadgate, Londen EC2M 7LE (Telephone:

0171-601 0O1).

Anaslyses of Ordinary Sharcholders

X December (994 Namber % Holding %
Individuals 19006 9146 20,796972 661
Banks and nominae companies 1415 683 242,171,550 7345
Investment companias 24 (A ] 1379463 042
{nsurance companios 48 023 2320433 7.04
Other companles {95 Q.94 19458673 581
Pension funds 7 003 16,227,472 452
Universities, schools and ather corporate badlas 40 019 §,782.949 175
20,729 100 29721418 00
Size of shareholding
I -500 10,048 4847 236,713 072
501 -1,000 3939 19.00 2921590 089
1.00% -1,500 1,524 928 2397486 073
1,501 -2,500 215 1039 4222452 .28
2501 .12,500 2008 9.69 520 29
12,501 -40,000 297 143 8215897 267
40,001 -125,000 90 0.44 8,247,094 253
125,00t -250,000 93 045 16734276 5.08
Qvar 250,000 17z 085 274332970 8319
0129 160 e 100

63, wCKAs e,




