NOTICE OF ILLEGIBLE DOCUMENT

ON THE MICROFICE RECORD .

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

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

Companies House would like to apologies for any inconvenience this may sause. ;
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Babcock is a major group of companies involved in en ginecring contracting,
product manufacturing and the provision of engineering services
throughout the world. Historically, Babcock started in the energy business,
and with continuing investment remains pre-eminent in this field. More
recently Babcock has moved into other high-technology high-growth
activitics such as factory automation, food processing and packaging and
cngine testing systems. Babeock employs 24,000 people worldwide and has
subsidiarv and associated companies in the United Kingdom, United States
of America, Australia, Brazil, Canada, Denmark, Fi nland, France, IHolland,
Hong Kong, India, Italy, Mexico, New Zealand, South Alfrica, Spain, Sweden,
and West Germany.

Activities are organised into six main operating groups: Encrgy, Contracting,
Industrial and Electrical Products, Overseag, North American and
FATA European.

L CONTENTS
The Yearin Brief 2
Financial Calendar 2
Board of Directors A
Chairman's Statement 45
Managing Director's Report 6
Review of Operations 8 .
Group Executive 21 |
Report of the Directors 22
Consolidated Profit and Loss Account 26
Consolidated Balance Sheet 27
Babuock International plc
Balance Sheet 28
Consolidated Statement of Source and
Application of Funds 29
Accounting Policies 30
‘Notes to the Accounts 31
Report of the Auditors 43 i
Principal Group Companics 44 . #rp?‘?i} s ﬁ;
Five Year Financial Summary 46 (,1 SO
Notice of Meeting 48 ot oy
L s st s i SNV WP




Babcock friternational pl

THE YEAR IN BRIEF

1986 1985
EGOG £000
TURNOVER 1217648 18806
PROFTTBEFORETAXATION 37,086 34540
SHARE CAPITAL AND RESERVES 186,906 181,262
NETDEBT 60,432 8027
PER 25p ORDINARY SHARE: _
NeLassets M5p 134p*
cammiags -~ before tax 27:5p 257"
earnings - after tax 1G3p 179"
dividends B7p 76p*
AVERAGE NUMBER OF EMPLOYEES:
United Kingdeny 13,314 13774
Overseas 12,492 1261
Towl 25,806 26585
TURNOVER PER EMPLOYEE BASED ONTHE ABOVE AVERAGE LA7,185 £41,336
*Adjusted toreflect the capitalisation issucin 1986
ANNUAL GENERAL MEETING
2Znel May 1887
A RESULTS
1986 Ptra results ~ announced 25th March 1987
1987 Interim results + vo be announced 3rd Septomber 1987
_ ORDINARY SHARE DIVIDENDS
1986 Recommended finel - announced 25th March 1887, pa able 26th May 1987
1987 Intetim ~ ¢t meisnuounced 3rd Septosmber 1987, payable T2th Ociober 1987
FPREFERENCESTOCK DIVIDENDS
Payahle half-yearly on IstJuly 1987 and 2nd Janvary 1608
75 CONVERTIBLE GUARANTEED BONDS 1992 OF BABCCCK NEDERLAND BY )
Inierest pavable on 15th Octoher 1987
AN
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CHAIRMAN'S STATEMENT

LORD KING

1986 was a ycar of considcrable achicvement for Babcock International.

Profit before tax wentap by 75 percent
to £37:1 million, an improvement
however of 216 per cent when the net
pension fund benefitin 1985 is excluded.

The improved performance in the year
has meant that some accumulated tax
losses, principatly in the Upited States,
have been completely absorbed,
resulting in the Group's average taxation
charge increasing to 40 percent. Asa
consequence earnings pershare fell
marginally compared with 1985,

The Group's tumnover of £1,218 millionin
1986 has increased by 10-8 percent over
16485, Some 60 per cent of the Group'’s
business was conducted by its overscas
tompanics. Exports from the United
Kingdom amounted to £182 million.
Overall, 75 per cent of the Group's
business Iay with customers resident
outside the United Kingdom. This s
much as kst year,

Netinterest payable increased o

£81 million from £5-3 million in 1945,
This reflects the higheraverage lovel of
borrowings during the year, caused by
theacquisitions madein 1985 and a
marginally increased level ofinterest
rates.

The Group’s balance sheetimproved
markedly, Capitad and reserves increased
to £197 million from £181 million, The
netlevel ofindebtedness to bankers aind
other lending institutions dropped by
L19million to £68 million, fnlfowing a
strong cash inflow fu the last quarter of
the year. There was an improvement in
debt equity ratio which at the year end

~a8 353 percent compared with 48 per
cent at theend of 1985,

Anintedm dividend of J pence pershare
was paid in October 1986 on your
Company's ordinary shares, Your Board
now recommendsa dividend of 47 pence
perordinary share. IE this
recommendation is accepted, the wial
dividend of 8.7 pence pershare for 1986
will representan increaseof 139 per cent
over the 1985 distrbution, adjusting for
the 1 for 10 s¢rip issue,

The mid-1980s has been a period of
change [or your Company. To many
people, including 1 suspedct a number of
sharcholders, the Group issynony mous
with the power generation industry and
the manufacture of Targe botiers for
fossil-fired power stations, The Company
hag continued to investand maintain a
competitive capability to undertake spch
work, but now, the Group's profitability
comes principaily from itsnewer
businesses located in North America and
Europe which have no real connection
with pawer gencration. These businesscs
are winning profitable orders
world-wide. The Group's British-based
compranies expotted 30 percens of their
turnover, often in conjund tion with sther
Babcock companies located cutside
Brittin. Indeed, one o the Group's
principal strengthn is the ability 1o
combine resources, Fom different
businesses, i ditferent conntrics, to
tackle increasinghy competitive gobal
markets. We (ontimue 1o mvest in
technology and peaple o remain
competits e intemational markecs

Technology transfer is important
between 3 number of ourcompaniesand
vee have been able to achieve our goals
without bureaucratic co-ondinating
Processes or commitlees,

The Group now participates in four
major business sectors. These are

{}) Encrgy, which includes the utility
hoiler business;

(i1) Enginecring, which includes process
plant contmcting and the newer
activitics from the Mtalian group in food
processing and packaging contracting
{iii} Automation, which is a growing
business and includes the materal
hundling activitics in 1taly and the USA,
the Froude enginestesting business and
Process control activitics in the United
Kingdom and North Amerion

{iv) Product-based activities, including
automotive components and harduware
in North America and miningand
clectrical dutibution equipmantin the
tnited Kingdom,

Many of the br<incsses that the Gronp
NOW IMAILIEES Yvere o fresent or
developed ton years ago. Management
responsibifity 1§ in Hne wity *hosesectons,
except in Automation, where the
worldwide activitics are directed by the
Managing Director,

The relative turnover and teading profit
contributions of the four sectorsare et
out opposite, together with theirmain
actvices,

The Group's resources have formany
seersbeen invested riuci}w“;‘f in the
United Kingdom and North Amencs,
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ENERGY ENGINRERING
Power rocessplant
__Industriat N7ler treatmont
“Canstruction Jaulk handdling
Soework 7 Cement
shorg -~ Wood processing

l *Numever snd eeacding profivasesealed indepenently.

THEGROUPIN1988 !

1 TURNOVER®
3 TRADING FROFIT

AUTOMATION INDUSTRIES
AGWS Ltomative parts
Material handling ahninéjm ucly
Weldin Electrical products
Engine testin Hardwame
FroCess Contro -

markets for which its engineering skills
arewellsuited, More recently, the
Company's ltallan and ether European
operations have begun fo grow and
widen the internationat and product
base still further. The 1U5A economy has
greatunderlying strength in thelong
term snd the Companty islooking to
invest further in that country, However
we do not see oursclves fimited to tris
arca and will invest wherever there are
profitablc opportunities for our
engincering skills.

Our operations in the United Kingdom
maostly supply the capital engineering
areas where demand is currently flat An
improvement is expected when the next
phasc of power gencration cquipment is
orderced. While I have stressed thatthe
United Kingdom public sector power
generation i no Jonger the dominant
activity of Babeock, power generation is
amajor source of longterm opportunity.
Now that the Governiment has
announced that the Sizewell pressurised
water reactor nuclcar power station will
go ahead, we hope that the Central
Electricity Generating Board's ordenng
programme, for both nuclear and
fossil-fired power stations, will get under
way. Power generation cuipment ordery
have never followed a regular pattemn
stich as that enjoyed, for example, by our
major competitors inJapan. It is
interesting to note that in the period
from 1960 Lo 1975 sonse 60,000
megawalls were ordered in the United
Kingdom, so that those compunics in the
industry during that period were
working at full capacity. Rlowever, inthe
Tast 12 years less than 5000 megawatls
biave been ordered.

In order to SUPPOTL guT expectation ofa
tesumption in power generation orders,
we have continued with subsiantial
capitafinyestmentat Renfrew, This

investment programme when complete,
at the end of 1987, will bave amounted to
nearly £45 millionsince 198010 produce
one of the mast modem facilities in
Furope Wehave won some power
station orders overseas against fierce
competition. Also wehave become

skilled defence contractor forwhich the

precision engineering capability at
Renfrew is well suited,

Afull teview of operations in 1986 is
contained in ke Hoffman's review
which fallows. However, T should liketo
mention the saleof the Company's
holding io Babeock-Hitachi in Marchiol
this year and thecontract won Lo manage
the Rosyth naval dockyard.

You will hove read in the press very
recently that the Group's twenty per cent
holding in Bahcock-ilitachi, aJapanese
boilerand industrial company, has been
sold for approximately £35 million to our
partner Hitachi. The sale makes
considerable sense for both partics,
pabeock has played a decreasing roicin
the development of Babcack-Hitachi
over recent years, and while it hasheen
very successful, the dividend Row from
the compnny has been low, Unlocking
this resource strongthens the Group's
talance sheet, whicl will enable the
Gompany to bemore aggressivoinits
invessment programme for developing
new products and the purchase of new
busincsses,

I mentioned in my statement last year
that we have joined with THORN-EMI to
form a joint company, Babcock THORN,
1o tender for the contract to run the naval
dockyard at Rosyth in Scotland. As hass
been widely reported in the press, the
Government awarded the contract to the
joint company on 27th January. Thisisa
major vote of confidence in"Tl IORN-
rMi's and Babeodk's ability 1o managea
large undertaking where peaple, and

wighand disepse ssandards od wechnical
Qalls, are of paramauntimportante. The
MANALEMENL CONLTACA 1S {0/ Seven yisam.
Although no one prezendsthal ourtask
will be casy, wesee the contract asbeing
a significant one for Babcotk ifwe can
extend the scope of the dochyard's work
and effect improvemems in efficiency
and commercial approachwhick the
Government isseeking,

TREBOARD

In November of Tast year we
strengthened the eaecutive team by
appointing Mr Brian Rnightleyas
Assistant Managing Diregtor,
MrKnightiew had been Finance Director
for twelve years, Mr Christopher Taylor
joins us from Tarmac ple where he was
Assistant Finance Director and hehas
been appointed Finance Discotor,

ACKNOWLENGEMENT TOQ EMPLOYLES
Your Company’s improved results arc
duein large part o the hard work and
loyalty ofits nranagers and cmployees
throughout the world. My personal
thanks go o them for theireffont aud
dedication inmeeting the challengesof
the matketplace, whether in their home
markets, of in far off places, such as
China, the Middle East or Sauth America.

\

KING




REVIEW OF OPERATIONS BY
THE MANAGING DIRECTOR

M, RUHOPEMAN

Most of the Group's businesses round the world improved in 1986 and the trend
established in the first halfof the year was maintained.

Management has concentrated on
product and service development in the
four niajor business scctovs as well as
continuing to reduce the cost of pur
operitions. Ageing products have been a
problem for Babcock, but nearly ail
business groups have launched
successfid new productsin the List
twenty-four months,

Of particular note is the pedonmanc e of
the Italian based FATA EUROPEAN
GROUT Its results were disappointing in
1985, but much of the dedicated
development work and organisational
changesintroduced in the fast threg
years bore fruit in 1986, The group
generated a trading profit of £44 million,
together witha strong positive cash flaw,
The group's products and its technical
expeetise are weil recognised as
demonstrated by an order back) ogof
neatly £160 million

The FATA Automation Division has
rade tonsiderable progress o hoth
awomated guided v chicles (AGYs) and
traditional material handling processes.
The major contracts for General Motors,
At their Linden and Wilmington plamisin
the USA, are operational and two more
contracts at their Fairfax and Doraville
plants have been awarded, On
completion of these contracts, over 500
AGVs willhave been delivered to Geneeal
Motorsfora valuein excessof

S0million. Thisaclies eomvent has been
arcomplished in ¢ lowe co-operaton with
the Systems Division of the North
Amenitan Group,

The group won a number of imporant
tontracts in theSoviet Union, during the
year,in both sutomation am pae kaging
contrag ting. A protocol for the Bt over
jointvenutee wgreement with the Sovim
Union, singe the new Soviettrade laws
came into foree in January 1987, has
been signed by PATA. The deal is with
the Soviet Ministry of Machine Building
fur Lightand Food Industey, to set upa
compiny for the manufac tare of food
refriperation and deep-freezing,
cquipment, The mapufa lunng
programune willcover industrl
tefrigeration ronms and cabinets,
deep-frecsing equipment, VIPOFators
and other items dealing with faad
refmgeration,

The business and assets of the | Tunter
Engineering Compa nyInc utthe USA
wereacquired i Januany 1987, Hunter s
aworld leader in the design and
construction of ahwmininm sheet ang
mlling equipment The Arqusition
endbles the Ialian Aroup e itegrate iy
VMSUBREAPertise i s oms ersion ol i
Humimam ol it flex e P haiinge,
Alowinga range ng pac haping mate s
tobeofterrgd 1y the g andd feux]
mdusiries

The food processing techinslogy, builtup
by FATA through its vwa behouse
research and developmesii activity, and
the experience gained from a contract to -
unplement an ultea high temperature
tlong lite) milk processing and Hmclmging
plant in theSoviet Union, jets thegrotp
i the umigque position of being one of the
lew conipanies in the waorld that can offer
a complete and integrated packnge ol -
technnlogy and squipment to the food
industry,

There was considerabla progress in the
Froude Group of companies which were
atgured i 1985, Almost all ofthe
mgrofitible contracts undeneiy at the
time of the acquisition have been
completed 0 the clicnts’ satisfction,
Thishas enabled confidence n the group
to be maintained and inrroved acrossa
wide markecarea, The company i
profitable and its new order intake s
proceeding well,

Fhe business and nssets of Go-Power (in
the USA) were acquized Jate in the yoat,
This move will considerabie enbance the
volume dy nammaeter business forthe
sroup workdwide, and complementsthe
existing produst ranges.

I the INDUSTRIAL AND ELECTRICAL
FRODUCTS GROUP, the mirdng .
rquipment companics achiceed a maar
unpn ciriene 10 break es enafter aheary



foss 1z 1963, These companies are
exprs tedd W retarm fo proficin 1967

Fhe Parsons Chamn company improved
protitahility tollowing some
ratenalisation of the manufacturing
process, Aber theig reorganisation at the
beginning (s the year, the Huwouod
companies brsame profitablein the
secoudd half Service ta Beitish Coal
remains amajes feature ol the business
but diversification at home and abroad 13
mﬁnﬁi\ ely widening chwe custoner

Both Baboock Sweepers and Gloucester
Railway Cardage & Wagon Company
have heensold, The progess control and
mstrumentation actividics, which were
part of this group, were combinesd with
i Process Contyol Division in North
America, It will now concentrateom
digital ratherthan analog products and
remain & major force in the powerstation
control engincering ntarkets.

Other members of the group have
reporicd significantly increased profits
with the exception of Babcock Wire
Equsipment, Ashford, where several
export contracts were underestimated at
the initial design stage.

The ENERGY GROVE was re-formed in
1986 inte five main operiating
busincsses:-

Balreock Posveris responsible for udlity
boiler, nuclear and deferceactivities,

Rabeock Conseructiencontinues o
ompete forimajor erection and
refurbishment contracts on powey
stadinn and nuclear installations,

Babeock tncustrial Boilers locuses on the
Rabcock Robey busingss in Liicoln and
is responsible foratl of the snwit boiler
activities,

Babeock PED s completing major
pipework instatlations at Rihand in India
and on the Heysham and Torness
advanced gas-cooled reactar -
installations, It will henefit from the
Sizewel) PWR order.

Habeock Offshoreprovides services
10 the ofl industry -

"The main chalienge faced by the Energy
Group is the very low orderintake in
utility boilers, and the consequent

cessure on profitability, The order
gacklogxcduwd furtherin 1986, and
substantal redandancies were declared
at Renfrew and London,

Tracing profit of the Energy Group foll
imacginatly in 1986 compared with 1985,
seflecting the reduction in warkload
associated with large powgs station
orders. The trading profit vras struck
afier the cost of redusdancles had been
tiuken inlo account,

Thesale by Baboodk of isd siddingin
Baboog k-Hitachi to Hitach Lt or
somve £33 nuliion will not atfect the (lose
technica] asspciation between tine
companies in the Encrgy Grouprand
Babcockedlitachi. In pactigalar, Babeoch
will continzeas Hitach's icensee for
environmental control systems which
inctude DESOx and DEND€ tapabilitics,
and Babcock-Hitsd will continue with
the Babcock Power boilerlicence,

Thetrading profitof the CONTRACTING
GROUP increased marginallvinthe year
on £85 mitlion of turnover. The principal
profiteamer in the group cotitinued 1o

~ Baboock Woodall-Duckhham, where a
namber of nugor projecis wene
tommissioned during the year, including
the Acominas coke oven project in Brazil,
and the landiill gas pathering scheme for
Blue Circle atSwanscembe in Reat,

Responsibility R the Claudiss Peters
Growp of companies headqguartered in
Gennany was assigned to the
Contracting Group ducing 1986 butis
results are tnclud ed T the Oveeseas
Group.

I the OVERSEAS GROUP o sountd
perfurmance from Baberck Africa was
offset by poor performance in Claudius
Peters sl in the Australian Group, The
markee sectors served by Clandius Peters
are in seveie declinesnd there Tus heen
steed for o further expensive manpower
reduction boyond that of 1884, The
Australian company is approaching the
end ol several contracts. 1Lis now
roncenteating on industdal boiler
detivities and the pesformance and
expansion of the water reticulation
butsiness that was acquired in 1985,

Trading conditions iu thie NORTI
AMERICAN GROUP In 1986 were similar
to thogein 1985, Trading profitinereased
from £22:6 million on a umoverofl

E411 million to L2249 millionona
tmuver of £336 million,

Considerable cfort is being expended on
new product development by both the
Actoand Reeler automotive componeint
companies. The hardware businesses
were separated In Y986 into two units,
decorative hardware and engineered
producty, to improve market focus, Both
operations turncd in & strong profit
performance. The Chain Products Group
was soverely hithy market weakness and
ineurred a loss. The Material Handling
Group benefited from a major profit
improvement in e Systems Division's
activitics, but the Producis Division was
anly abie to reduceits rte of loss, There
wasa major improvement in the USA
clement of the Process Control Groupin
1986, which reversed the very severe
decline over the past five years, Baboock
is now a worldwide competitor in the
process control fiekd,

~1

Capital expendauee in Baboek
continweed ata sigmticantdevel. The
caputal cost of new plantand facilidies
installed by the Group in 1986, orin
tourse ol construction at theend of the
year, totalies? £24:2 million. Thisincudes
£1-2pullion which was subject to deasing
arrangements, Of this total amonag

L1122 million related to assets inthe
United Kingdom, Capital expenditure is
planned to continueat current levels, for
at east the next three vears, to ensure the
operating capability 0f our companics
remains competitive,

‘onsiderable emphasts has been placed
on new productdevdopment and all
companies have dewailed prodect plans,
Expenditine on rescarchand
development in 1986 by the operating
groups anzounted to £10-2 million. This
nchided work with umiversities and
extermal research contres who playan
jimportat rols in ourvresearch activities,

The Group is now organised for
marketing and strategic purposes into
the fourmajor business seetors outlined!
in the Chaimman's Statement. It has
ppgressive plans forprofitimprovement
by orzantc growth and acquisition.

MR AOFFMAN
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Review of Operations

ENERGY GROUP

Babcock Energy comprises five major units followin ganorganisational

change in 1986 designed to give greater autonomy
The group serves market sectors and
steel, process, offshore, oil

and focus on specific activities,
industries such as power gencration, defence,
and marine and ficenses boiler technology to other

Babcock operations together with 2 number of third parly companies,

f TITURNOVER (£000)

DTRADING PROFTT (£600)
1985 1986
282462 287,699

b

1

1o .

b ™
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Babcock Power is responsible for the
utility boiler, nuclear and defence
businesses,

The pallcy of concentrating on high
tschnology work at Renfrew continucs.
Liowever the workforce both at Renfrew
and in London has had to be: reduced to
match the 1987 workload, but without
impairing the capability to design and
build the nuclear and coul-fired plant
which will need 1o be ordered steadity to
thi* end of the century and beyond,

TheSEGB has released the work on the
major contractsat Sizewell for steamn
genicrators and high integeity pipework
and there are many other contracts to bz
placed for Babeock products,

Thedesign and development work has
proceeded well for the new rango of
coalfired stations which the CEGR
intends to orderand which will be bujle
in parallel with the nuclear stations,
These are of larger output and are
designed to reduce significantly the level
ofxmission of oxides of suiphurand
nitrogen. An fimportant Lomnetitis o
fuctoris the computcr-aided design iind
production techniques being developed
as pirt of the general upgm(hng of e
facilities.

The final stages of modemisation of the
Reafiew works will becomplete with the
tommissinning of the hieavy vess) <hop
atthe beginning of 1988, This will be
suitable for the manufacture of the large
PWR vessels, steam drums for coal-fied
stations, vessels for the offshore and
chemical industey and submaring
components, Manufacture in this new
facility will be such more efficient than
in the old shops which it replaces.

Constritiion and commissioning of the
large units at Castle Paak has continued
weil and the ‘B station was offiially
opened by HRIH The Duke of Edinburgh
in October, Other Babeock companies
supplied ship to boiler coul han ling
plant, ash handiing plant and boiler and
turhine controls, Both the 220 megawait
units at Fhwange power station in
Zimbabwe are commissioned and
aperating well. These sales, together with
the completion ofother overseas
cantracts, have helped Babcock Energy
to gain its second Quesn's Award for
Exjtort. In the United Kingdom,
successfu’ commissinning of industeal
fluidiscd bied szlts Ins taken placeat 1)
Huddersficld ang Reeds Avlesford, and
ofastoker-fired combined heat and
power plantat Unilever, British Sugar hag
ordered a furthir fluidised bed hot s

enerator. This wili be the fourth unit io

einstalled by the group for this
tustomer.

Babeock Construction continues fo gain
contracis in powersintion
refurbishment, I is also using its skills in
new market seetors and hag secured
orders from BNFL.

Babcock Industrial Boflers inchrdes
Babeoak Rabey, Babcock Worsley and
Babeock Towler, Ordess have heen
difficult to obtain in 1986 as oif price
iesels have not encourn sed conversion to
coal. However, oil-fired hoilers have viot
been ardered, due 1o lack of confidence
in the ol price remalning low., At
Babeock Jenking further resnicturing
hecame necessary hecauseof the degling
in the mining equipnient market,

Habcock PE* isin the final siages of the
United Kiagdom AGR contractsat
Heyshamand Tomess, and the Rihand
contract in India, Significant
improvements have been madein the
manufacturing process and contract
management has been strengthened. The
wmpany will benefit from the Sizewell
pipework order.

Wabeock Offshore continues to LIow,
providing services to the oil industry, 1t is
examining a number of new vantures
associated with the Nerti Sea markes,

Picture Thenew boiler extensis it Unilover's
Merseyside pover siaiion. The Iraject WS
mwardeed to Baboock: Pocver diksion and
mroloedi manigenent contrac and supply
£ 105 1o perhonr coal fired boilsr,

e



et R
i

e L T

i, o
i £ wnleudn ety
A DLy A bt
¥ rel Dty
gt e A ;

g v e
4

[

41
s ‘, )

v

r, N
A 'k‘, .
"

TR




e
o Tt
¥ ‘*ﬁﬁk ?
e e o (i, T
e A St e ML Pt e S S

o ¥ Lk

s e

i
A
e A

AL R >
bl Rkt

PRt
LIy
T

L
At
Tony Bt i

N 4 -f.“ e
»“"'\hﬁ.?;-i-u&‘ TR
WL A

R

N A

N e
;

L
gt

it K3 -)'@

L

% > A

b “!ﬂ(!:“,‘ I
43" ",




Baboog b Internaneasi ple

CONTRACTING GROUP

The companies are involved in process plant contracting, for sxample gas

production, glass and glass fibre production and minerals processing - principally

Babcock Woodall-Duckham; water engincering - Ames Crosta Babeock and Spaans

Babcock; bulk material handling - Babcock-Moxey and Babcock lydro-Pneumatics;
and electric poweriiistzhution - Babcock Electrical Projects.

e TR

i o emmeeoeme T T Ames Crosta Bahcock continues 1oy
} (TTURNOVER (£000) expand its share of the United Kingdom
| PITRADING PROFIT(£000) waterand sewaggequipment market.Of
] significance were theawards of the
K wirnkey contract {or the sewage
1985 1986 | treataient works at Flag Fen,

? r.__._.....mu 069 Peterhorough, for the Anglian Water

30062 Authority, amd the contract to supply
k : specinlist cquipment for water and
sewage treatment i New Holland,
E ! Northemn Ireland, Overseas, it was
geatifying tosecure repeat husiness
despite the general down-turn inthe
Middle East. The husiness of supplying
reverse osmosis equipment for mitrine
. use maintained steady progress and the
. - PR | award ofa contract for the and-based
The group made good progress in1ong  plantat Lanzarole, using this technology,
and Babcock Woodall-Duckham had represented themajor order plced
another succesaful year with i record worldwide in this sector. The EEG quality
level of activity, standards relating 10 waternd cfiluent,

. thathaveheen established recently,
During the year the final phase of the present increasing apporunitics forthe
Acominas coke oven projectin B vazi) company. Spaans Babcock, in addition 10
was commissioned smoothly, as well as achieving improved salesinits
the tandfill gas gathering, transmission sraditional screwpumi: business, was
and utilisation scheme for Blue Circleat  successfalin uppTving this tcchuology (o
Swanscombe, Kent, Two of the four e hanicatsilos and a kege coal silo
streams of the town gas plant for the inatallation was successfully completed
Horig Kong and Chinit Gas Company in Denmark,

23:;“:? i:h‘;:::? g’: leted priorto Babcock-Moxey worked pard

) throughout the year to clearacceptance
trials on their three major devetopments
BNFLon the THORP project continues,  ~ the continuous ship unloaders at Castle
Comprehensive construction Peak Hong Kong, and at British Steel
management servicesars being provided Corporation Port Talhot, mnd {he

for the rdionctive liquid cfllucnt hlending system for British Coal at Hem
treatrent plant for AWREat Heath, Gootl progress was made, though
Aldermaston, following completionofl &t considerable cost. These units arc now
the detailed engincering phasc, A further  allin client proving periods and will
prder hae taen received from SCM ¥rnvid¢ excellent reference plant for
Chemicals fora titanium dioxide lantat  futurebusiness. inmid-1986anew order
Bunhury, Western Australia, whic by British Coalat Hanvorth Tor a coal
follows closely un the successful preparation plantwas placed. 1t isoneof
completion of a similar fucility on the largest coal wreparation projectsand
tumberside. To mectincreasing ofan innovative modular design of plant,
opportunitics for smalltomediumsized A major contract was also won to cxt'cml
projects in the United Kingdom, Babcock the surface coal handling plantat British
Woodall-Duckham opencd a projects Coal's Gascoigne Wood mine at Selby,
and engineering office in the Manchester  The Riland project for National Thermat
ared. The new venture has won orders Poawer Corporation, in dia, progressed
from BP Resedrch, Beitish Coalandthe  und repeat husiness to the same exacting
Ford Motor Company., standords is in prospect.

R

‘ul

e

The major engineering design work for

11

Further Indian business has been
abtained for the Raj Mahat coal handling
plantin Bihar State.

Babeock Hydro-Pneumatics hada good
work-load throughout the yearon ash
and dust plants, bothin the United
Eingdomand overseas, Thelastunit for
the Drax power station was completed
and the first unit for winge stapell,
Zimbabwe, was successfully ran. The
order forash and dust plant agsociated
with the Northern reland Electrigity
Services, Kilroat, conl-firing conversion
\wirs secured against fierce competition.
In conjunction with Claudius Peters of
the Overscas Group the contract for the
recuperator G cooler at the Bhue Circle
Dunbar plant was completed.

Babeock Electrical Projects has thada
progress onits el electrification
contract for Benue Stare, Nigenia, and
expects to deliver the majority ofthe
euipment sl commence erectinn
during 1967, The enlarged contract for
Amrannnd Ba{ﬂ in North Yemen s well
underway with ercction tobe
undertaken in 1987, A new contract for
mechanical and electrical equipmont for
pumping stationsin Benghazi, Libya,is
ncaring satisfactory completion,

Top picture:Siacking and mlm‘rmnf
hm:mgmixiugsi}:tcmdc.-sfgncd and nstalled Iy
Rabeock-Moxey for thie British Coal eollieny a
He Heath,

Holtam picture: Weler re-Hse plant at Jeddalt
conatnicted hyp Aines Crosis Bubeock wtdera
nimbey contract, This plant is m{smh!c of
treating 30,000 cubicietres per il of sevage
werks efflieeni, o produceraicrofd potable
stendderd fay general wse sich as invigation,
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INDUSTRIAL AND ELECTRICAL
PRODUCTS GROUP

This group comprises the electrical distribution and general produdts Ois ision and
the mining equipment division.

TURNOVER (LMK
£ TRADING PROFTT (L4001

N 1936
COF 5 89456
[ |
T TRy e | AN B
L343y

Pt Babeadd Gears WHP anioued
tewe s convenns pearianes manndc tred for
Habeed & Minay,

T e

s
"

Theeleceneal disinbuson ompanses
e teased tumos erand protic despie
chtficeit market condunons W hyppaes
Lousne recers od mager onders oy 7%
st heear from Ausezaha, Terchey and
e Cmted Staees, with the mamn eader
Bewng phase 2 of the SIEIOTE ks
transie sy stem, atavdue ot L2 5 nallion.
Ciromt-hicaher ordems were tecen o
I the Munsoes of Deterse e bor
Tratalgar biss and Tradentelass
submanmes. Postporement of ordir
placoment tor the secand Tnden.
stbnurine switchgear vesulied in o
reduction i the Whipp s Bourned losing
orcler book position,

Babcoch Transformens had a succ essiul
sear Exportorders, mamly from the
Middle East, represented 60 per ceny ni
orderintabe, though the [l in oil
resenue continues to resqact
eypenditure in many countres. The
company txparided us activities in
powersupphies and the latest dessgns of

eat ey bt svtems e been
mtrendie ed v the markey withag
eaveellent esponse Thedrvelnpment
worh on contiol sastents tor detence
apphieations, whahcmmmene cd 115,
resulied ordees jom ML deteng
(RYTEES BT {TS 4

inbeneral Praslec e Bairored Wore
Lqupment, Boltea dad well wi

e reased protiss on reduced o er
tourordess i avalue wt £1 2 nuilon
were e cd by g new desgnog ngd
stander mcorporatng automatic
handlng laohoes Unsagors e draw ing
plant was suresstully commsay med n
Venvawla

Fhe trading results of Babioogk Wire
Fquipment, Ashiond, were ady ersely
dftected by costov erruns oncontax s
tahen 10 198 8 and commisioned 1 1980,
Interestin Conlorm equnpment resulted
in major orders rom the { nitedd States,
Japan, korea, taly, Spam and ndia, The




firet Contorm Dhoe todlad fiboe opiu
bl il an alurmasus stk fas
beert developed and marutoctured tor a
fustomer m ke rea

Both Ko hwell Hardnos Testers angd
Bab v k Gears showed impros ed resulbes
in 19

The Vg Disision bad a much beater
yearin (48k, Bepefis romthe

restrus tunng which wok place carly in
thie vear shiw ed insecond halt
pertonmand e where a tradmg prefic wos
recorded Thisimprosement combined
with more stablp home nurket
condatias, enables the 1987 prospeatsto
be vies cdd with more optimiism than the
Last tser years. The demand tor heaver
duty, more eflicient and refiable
enderground machinery, with the

assa tated electricand electronic control
equipment, is expected to be maintained
inta the 1990s, The group s welt placed
to service these mnkets,

rarsans Chiain de ey ed iitimprovement
in profitabiluy from asvery modest
growth in tumover by more efficicnt
plant operation. Despite success in the
annual ¢ hain contract, Sades to British
Coal tell during 1986, reftecting the
longer term reduction in demand from
that sec tor. This sitvation was off ct by
animproyed export perlormance with
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the company 1 sstabinhes s
“Trandey” prendag o theumparzant
Furopean tishing mahess. Sew chan
despns were deseloped tor nurng use
the U pited States aed new markets were
establishied torcomventeonal msming

& b i the Sov et neon,

t.2echostin ahnand Hungary.

At Huw oinl, operanng costs are now 1n
e with sales valume and product
Tevelopment s providing a muore
comigentn e edge. Anundergrovnd belt
Lonvevar system for Britsh Coals
prestigions Selby minmgompley was
completed and turther orders are
expected, A new range ol hieavy duty
armoured lace convevorswas developied
and orders trom British Coaland the USA
confimed the company's technologicol
adv ance w this area,

Huwood supphied two specialist mining
suppore systems duning the year and also
produced several new powered support
cdesigns.

Huwood Electric continues teimprove .
itssectorof the mintng smarket, A
nuwmber of new produces were laanched
successfully during 1986, 1In particalar
Sentrie Minos remote control Systems
represent ¢ significant contribution to
mine monitoring, data transmission and
communications, Applications tor

Ao
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rirceres and elecomes m anderground
arad atker hazindous arras zre
ateeloranng and strong grow thas
predcted (o thissec e

I thel SAatEusoud Inemthe
ranubature andaals of igang canhas
been discontinged Yt the sales of
mumnng  han, comevoisand fage
cquipment wilt contmue 1o be handled
by Acco Mining Salesand Hunood US A
Inc

Throughout the mining divwon,
marheung. engineering development
and guality standards haveinvoh ed
considerable resonree and effort, Senice
to British Coal remams a major feature of
the business and dis ersification ot
products and markets athome and
abroad is progressively widening the
custemer base,

P trar Fopreead sucdc b ar s
nictnde are of Ty Whepprd e ot far gt
vanety ol mausiral lwatrans These wes
vitpalle el dolverang 1R ampsatraltaacs upm
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OVERSEAS GROUP

The Overseas Group incorporates activities in AMfrica, Australia and the
Claudius Peters Group which isbased in West Germany.

( “ITURNOVER (£000)

1 L TRADING PROFIT (£000)
| 1986

: 1945 170,153
i 5 E76

The Sabcock Afdea Group performed
well in 1986 measared in terms of local
currency. Most ofits profit was carmned
from orders received priortothe
recession which has gripped Southem
Africa for the pust three years, Order
intake during this perod hasbeenlow
and it has been necessary forthe Africa
Group to broaden the base of its
operations to carn income from new
activities to offsct reduction in profit
which will occur as existing orders move
towatds completion.

The first two 600 megawatt boilers at
Lethabo power station have been
accepled by ESCOM and are performing
well. The third and fourth units will be
completed during 1987, The group’s
non-boiler activitics earned asmall profit
but management and organisational
changes should improve performance in
1982. The trading activities of Triplejay
had to contend with the continuing peor
tradding conditions in Southem Afvica’s
depressed cconomy, It cut hack its

activities even furibierin 1986, The Teplte o Flmged e, s wilie and
on-going operations broke-even but s tele v prps, sproal o the o daga ol
{osses were incorred in di:.;(-mgaging fromy Httll:SSi‘.‘I&”’:( the sty Drcosahes OF Asx o aeend
the unprofitable activities, Water Equpmeitt b Saieage praveess i
water retculanimin Australi,

The Australian Grovp veported aloss for
the vear as a result of reduced activity
and margins across the full range of
products and services. The outlook for
cngineering contracting orders in
Australia and New Zealand remains
depressed and further manpower
recdusctions have taken place. Prospects
for industrial boilers in South East Asin
arestill being explored.

Battom left pretiore. Tumbey flandised bed boide
stalfanon desgreed and consanined Iy
Babcech Insygy, Babcoch Pigincering

{ ontractors for A B¢ T Madiortinton,

i Judmp stiorned el dacatermg and gas
cleanup bag ilter. The hueTes flaashoraste,

The water reticulation business was
adversely affected by the Australinn
ceconomyin 1986 but a number of
strategic moves in the year have placed
the group's operation ona strong footing
and they should perform more profitably
in 1907,

The Claudiug Peters Group in West
Germany suffered from low order intake
in the contracting business and, with the
impact of redundancy paymentsin 1986,
aperated ot a loss, The contracting
husiness was muinly influenced by major
delays in the receipt of orders lor gypsim
and other building material plants from
theSovict Union, The depression in the
cement industry continued and the
shortage of orders could not he fully
halanged by work from the utilities
scector. Shortfalls in the contracting
business also had & depressing influence
on manufacering, but thisscator, duc to
cconomics initiated in previous years,
did achievea positive result. The
overseas units m France, Spainand taly
performed well, although market
conditions were not favourable.

Proture: Cement silos designed and
commusioned by Clangling Peters for the
Lanffencemeat works in West Genmeany,
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NORTITAMERICAN GROUP

Babcock's operations in North America are managed through the North American
headquartersin Fairfield, Connecticut, they are divided into ses en independent
operating groups: automotive hardware, cable controls, ¢ hain and forged products,
engincered hardware, decorative hardw are, material handling and process control,
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The Chatti and § orged Progug g Group
operated at o doss iy 1981 Phedham
industries suffered frum exeesg JApacin
and severe price com petiton
Aanagement b Ethen seeps in Tagn 1
reduc e the cost of aperations st} jury ¢
dind s planned ney, maarhet

i ations ¢ mpros e marhet shage

1986 was a record voedrtor the
dutomotis 0 hild iy Sl Amerxe +.hut
the industnal aducts p it of the ablp
Contrels Group in \grl \menca
suflered from Marem ersion, wiyh
reduced the profitabiles g ()yp graup
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FATA EUROPEAN GROUP

Fhe EATA Luropean Group of companies is based in [taly with operationsin the
{ nited Kingdom and the USAUThe companies operate in three areas; automation,
engineering and food processing,
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GROUP EXECUTIVE
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REPORT OF THE DIRECTORS

The directors submit their report and the andited accounts
for the financial year ended 28th December 1946,

By

PROFTTS AND DIVIDENDS

L8000 £000
The proficatributiblato members,
before extraordinary jtems,is 21934
fromwhichhastobe deducted:
extraordinary ftems 3449
leavinga profitof 18,485
fromwhichhasto bededucted:
pml‘crcnwdiﬁdcnd& 66
interim ordinary dividend of
‘l-();tn1 pctshbarc paidon 5250
. 1t
13th Octeber 1986 M 5424
S i
13,061
thedirectars recommend:
a final dividend of 47p per shaze 6,296
vk
leaving @ balance to be transferred
to reserves of 6,765
e

PRINCIPAL ACTIVITIES

Theprincipal activites of the Group are in contracting and the
manafactureand supply of enginecring products and
caquipment to manufacturcrs and users of capital goods. The
statements by the Chairman and Managing Dirctor on pages 4
10 7 inchude a review of the business and finangial performance
of the Group in 1986 and the review of operations on pages i to
29 contains references to the performance of individual
opcrating groups.

ACQUISITIONS AND DISPOSALS

BabeockStweepers Limited

Onth April 1986 Babcock Industrinl & Electrical Pridluets
Limited sold to Johnson Enginecring Limited the wholeofthe
1ssued share capital of Baheock Sweepers Limited fora
consideration of £636,000

Gloucester Railway Carriage & Waggn Comipny Lintited

On 16th August 1986 Babcock industrinl & Electrical Products
Limited sold to Powell Duffryn plc the whole of the issued
share capital of Glaucester Railway Cardage & Wagon

Company Limited fora consideration of £329,000.

o

Montpclicr Féndry Pry Linited

On 5th Septerabes 1986 Babcock Australia Holdings Limitcd
acquired through & subsidiary company the wholeof the
issued share capital of Montpelier Foundry Pty Limited,
Tasmanta, Thetotal cost, including the discharge of
borrowings,amounted t0 AS1'8 miilion. This acquisition
enhances the husiness of Babeock Water industrics in the
manufacture of castings and fittings for water reticulation

3

systems in Austmlia.

Ga-Pawer Corporation.
Under anagreement dated 30th September 1386, Froude

the business and undertaking, ofits subsidiary, Go-Power
Corporation, a leading desigmerand manufacturer of
dwamemctms.‘nmwh consideration amounted to
$1,058,000 of which $106,008is payablein 1987,

LaSociete Des Gables D dans

On st January 1987 La TélidynamiqueSA acquired from
geadix France the wholeof the issued sharecapital of la
Sociéte Des Cables Dy Mans fora consideration of FF 225
million. The principal activity of LaSocieté Des Cables Du
Mans is the manufacture of heavy duty cables for themotor
industry, complementing the light duty cables produced by
La Téledynamique S

Hunter Engincering Gontpan lnmnmmml

On 16thJanuary 1987 the Company, throughits USA
subsidiary Bahcock {nternational Ing, purchased from Hunter
Enginceang Company Inc it businessin the design and
construction of machinery and plantsforthe production and
coating of alaminium shect and foil. The acquisition involved
the transfer of fll titke to the name *Huntes, all intellectual

propenty rights and certain tan ihle assets, togetherwithaltof .

the key personnel cn;%ngcd in thebusiness. The total

consideration, payablein cash, part of whichis deferred,was

agreed inthicamount o $6,311,206, The business {s now

operated from Riverside, California, by ancw subsidiaryof

Mabeock lntermational Incnamed Hunter Engincering Colng,

‘\(v.;hhin the management structsre of the FATA Buropean
1oup.

Babcock-Hitachi KK

By agreement dated 17th February 1987 Hitachi Limited &
wndertook to purchase the whole ofthe Company’sinvestment
or1<2 million shares in Babcock| litachi KX, representing
20 per cent of ks Issucd share gapital, fora considerntion of
¥8,520 million. Half the wotal constderadon willbe paid with
the transfer of 600,000 shares on 15t April 1967 and thebalante
with the transferof 600,000 shates on a0th Seplember 1587.4¢
28th December 1986 thenct ook valucof the investment wis
£26:3 million, The ghare ofits profit bcl’ugclax,hrou@timo
aecount for that year, amounted to £5 065000 on which the
provision for Japancse taxation was £2,966,000.1t is ,
anticipated that for taxation purpoases the profit arisingof ™
disposal will be fully relicved b -gvailablocapitatlossts.
pabeock-Hitachi KK will cease to qualify 853 associated AN
company from st April 1967

DIREGTORS -

The names of the dircetors e st outon paged. MrD. Parvin
lso served as a dirertor turing the yeat until his resignation ot
11th February 1986 ’

Mr C.§. Faylor, wha was appointed to the goard on 1ith
Novoember 1986, will retire undes the provisions of Adticle 90
and, being cligible, will offer Himsclf for re-clection at the
annual general mecting, MeTaylor isan gxech tive director of
the Company and his craployment issubject o termination by
onge years prior written notice, given by cither party,

The dircctors retiring by rotationare Lord King, Mr G.5.5lonc

Engincering Inc acquired from Buck Engincering Company fne ??,i&gt‘{:‘g"!““‘%' tvho,being cligible,offer themselves fof
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Lord King isan exceutive director of the Companyandhasa

service contract of three years expiring on 31st December 1983, |

Mr(i§.Swoneisa non-executive director of the Company and,
atsuch, does not have aservice contract, Special notice has
beengiven of the intention te propase his re-clection,

Mr AT Harvey isan executive directarof the Company and
b aservice contract, s_ub;cgt to termination by two enlendar
years' prior written notice, given by cither party,

DIRECTORS INVERESTS

Noveol the direttors was mererially interested at any time
during the year, ocat theyearend, inany contruct with the
Company arany of its sulisidiiries which was significantin

retation tor the Group's husiness,

Theinterests, all of which were heneficial, of the directors and

theix families in the share capital of the Com

pany at

20th December 1583, 00 subsequentdate ofa Ppointment,

and 28th December 1986 wercas {ollows:
Ordinary shares 0f 25p

28th December 28th Decewmber
o 1986 1035
Lond King 1,269,875 1153900
Sir Frank Cooper 1,815 1,650
M. R. Hoffatan 2310 2100
R.H. Cempbel) 16,940 15,400
AT Harvey 1,11 100N
Sir GeorpeJefferson 2420 2200
B.d, Knightley 60,500 55,000
‘The RtHon S,E, Parkinson 2,750 2500
G.5 Stone. 2200 - 22000
C.5. Taylor 5000 0L Tsoo
(appolnted 11th November 1466) ’
Options, all olwhich were benefiehl, were held by the
directors given below overordinary shares of 25p ofthe
Company a5 Folloivs:
28h December 20th December
1088 1985
Lord King N 200,000 =
M. K. tHoffman = 222543 200,000
R H. Camphetl 114,675 104,250
AT Harve 81300 -
B.L Knightiey 119,625 108,750

On2nd Junc 1986, all sharcholdings and optians held by the

directorsYexctuding Lond Kin
tid September 1986} weren
capitatlisation issue,

's aption which was granted on
ljusted uport the Campany's

There havebeen no changes in the divectors nterests sirice

28tk December 1985,

RESEARCH AND DEVELOPMENT

The Group's management recognises the
emphasis which needs tobe Maced on
rescarch and development activities o
enhance, orsimply 10 maintain, the
compctitive position of the Group's
prodducts and processes in their ,
respective market places. Foe this reason,
researchuand development projects
feature as animtegmal part u’"tth roup’s
business planning procedures.

FIXED ASSETS B

The Group's properties were purchased
it various dates over 2 number ofyears
and some have sinee been revalued.
Their aggregaic present value is
considered by the directors whoin
excess of their hook values at

20th Decomber 1986,

The movement in fixed assets duging the
year and information on property
revaluations areshown in notes 4 10 16
on pages IS to 37,

DONATIONS

Donations made by the Group during the
year for charitable purposes in the
United Ringdom amounted to £28,142,

‘A donation of £10,000 to the City and

industrial Linison Cowneil may be
cansidered to have heen given for
political purposes, as de2a:t by the
Companies Act 1985,

EMPLOYMENT'OF DISABLED PERSONS

The policy and practice of the Groupis to
seek to cncom:isc{md asgistthe
cml:loymcnt of digbled persons, sulgct
to thuirability to ptrform the dutics of
the jot withe at exposing themisclves or
other employees to abnonnal risk, The
trining, carcer developmentand
promotion of disabled persons is
stmblarly encouraged and assisted.
Armapgements are macde, wherever
Po&sibim for retraining eployees who
recomedisabled to enable them to
perform work identitied as appropriate
to their aptitvdes and abilitics,
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REPORT OF THE DIRECTORS CONTINUED

EMCLOYEEINVOLVEMENT

The directors believe that it is essential to
calise the constructive panticipation of
employees in promoting the
productivity, competitiveness and
prosperity of the Group, as employee
twvolvement promotes industrial
efficiency and good industrial relations.

Babcock employees are informed of the
Group's progress through the Company
newspaper ‘Babooek World!, whichis
issucd quarterly, and the ‘Employees'
Review of the Annval Repore,

Within operating groups, employees are
keptinformed of the financialand
cconomic factors affecting the
pedormance of their company and their
viewsare sought on mateers which affect
themas employees. The means by which
thisis achieved vizres throughout the
Group, but usually inclides the issuc of
compamny newsletters and perindic
mectings between the management and
cmploytesand whereapproprinte their
trade union representatives, Employnes
are consulicd through joint working
panties, productivity committees, quality
clrcles and joint consulintive
commitless, on ways of improvi ng the
productivity of their opeeating graup,

Inaddition to cconomicand financial
factors, employees nre consulted on
mialters relating o theirworking
environment and (o employee henefits
c-generally through local stalf consultative
‘tommittees and the Group Pensions
Advisory Committue,

Al employees are enconrnped tojoin the
Company’s Savings Retated Share Option
Schemeand, following the ssue of
second invitation in 1986, the current
numberof participantsis 1,307 swhich
represents 1-6% of UK employecs.

Copies of the report lodged with the
Department of Trade ang Industry under

7 thenew Code of Conduct for companics

withinterestsin South Africa are
availabléwgen request from the
Sccretarynt‘tlgvcland House,
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SUBSTANTIAULSHAREHOLDINGS

‘The following have notified the Company that their holdings
are 3% or riore of the undermentioned classes of ordinary and
preference capinl carrving unrestricted vorting righis:

Noof  Percentape
Ordinaryshare capital shares held
(ssreed 133,964 863}

Prudential Corporation group ‘ / e
ofcompanics TS0 58

S% cunmdative second preference

stock (issued L183,056) £ o
MrG.G.DeVise 10,000 55
Guardian Royasl Exchange plc 38,000 200
The Investment Company ple 349,500 216
Natwest Nominces Ltd 24875 136
Wesieyanand General

AssuranceSociety 21,800 1240
6% cunudative preferencesiogh - V
{issred £100,000) , S
TheInyestment Company ple 15,000 C 459
Guardian Royal Exchange plc 20,000 2040
Mrs B, K. Whitchouse 5,000 - 54

ANALYSIS OF ORDINARY SHARES 10LDERS
AND SHAREHOLDINGS

Asat 28th December 1986 the ordinacy sharcholdings wore
analysed as follows:

Catepory Number % Holdings %
Individuals 2293 904 22834213 17
Banks and nominee '

holdings 557 54 30835135 230
Insumneecompanies 137 13 20851571 - 154
Qther eorporate 90 09 18131220 , 139
investment trusts m M 2283065 Y 170
Pension funds 42 0 15073820 Y119
Others 61 o6 3608253 - » 37

16281 1000 133964863 1004

Pl

—
N

Size of holding Number %  Holdings LR

R 700 2650 258 955608 07
701 - MO0 2685 269 2812336 21
HOL - 2500 2985 934 4582070 3
201 = 100000 2398 233 0,269,000 13
100,001 ~ 1,000,000 163 16 q8796904 372
over 1,000,000 26 03 55547945 415

10281 1000 133064963 1000

<

|
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> ANNUAL GENERAL MEETING
EXPLANATION OF SPECLAL BUSINESS

The first ftem of special business is
caneqrned with the annual renewal of
the directors’ power to issue forcash,
other than to existig sharcholders,

‘HYsuchshaces as may be ucgessaryin
connection witha rights isue to eaf
with fractional entitlements and

. difticultics arising from overseas N

4 sharcholdersund” ‘,

i) shares up toa total wominal amount 6f
£2,150,000, representing S% of the
wsued ordinary share capital and the
L£9500,000 unissucd ardinary shares
available to directors to issue
geneeally,

TheStock Exchange has recently relaxed

its rules on kssucs of cqui?: forcash other

than pro rata o existing sharcholilers so

s no longer to require prior apgrroval

Frow sharcholders for detual issues when

thiy arise, or for thi toems on which such
~Bsuesare to be made, provided that the

7 requisite geneel atthority from

~#" sharcholders Ixgbtained.

s 2

Thedizeqiors have the sharchplders'
authority o allot generally securities of
the Company b to and including 23rd
May 1991~ %

The other {tem ofspecind busiiiess
concems the amendment to the Rules of
the Babedek Savings Related Share.
Option Scheme (1984), Under the present
&, participants who Jeave the Group,
upon the sale of tHeir Group compuny or
Jusiness, can exercise thejr option within
B months of thite dc}mrturc, provided the

option s been held for over 3 years, A
resolution iste be proposed to authorise

e dircctors to nney, Rule5(h)(v) by
remving the3 year reatriction, The
alteraidon to thelegislation making this

ﬁuccd by the Finance
Act 1886 ind, ifapproved, the
amendment will bring the Schemes rules
intoline with the rules of the Comipany’s
Exelbtive Share Option Schemmes.

LTI B - P
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TAXATION

The Company is not, and has not been,a close compitny within
the meaning of the income and Corporation Taxes Act 1970{as
amended), | T #

Yorthe purpose of capital gains tax, the market vadues of the
Company's share capital at Gth Apnil 1965 and 31st March 1982,
adjusted for subsequent issues, werer

& 6th Apht J1stMarch
N ‘ 1965 1982
Orddinaty shares 2503p 8347p

. 6% rumndative preference stock ~ Bap I5p
5% cumulative seeond
preferencestock ip 285p .
A% cumulative redeemable L
preference stock 55p 335p
AULITORS

Arctolution tn rcagpojnl the auditors,
Coopens & Lybrand, will be propased at
the annual generat mecting, -

oJ

By order of the Board
4. 1. Dodd
Seeretary

Zdth March 1987
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CONSOLIDATED PRO¥I TAND LOSS ACCOUNT

FORTHE Fh\A.'\CL!L)d:\R ENDED 28TH DECEMBER 1985

Note 1986 1083
£000 £000
TURNOVER <7 land2 1217,648 1088925
TRADING PROFIT Jand 4 37,836 ) | 386 ,
. Y £, ' :
Income from Investments B e [r}:) ) a3 ;
o ) ’ .‘7 < 3“3,‘;?9 .
Intorest payable (net) \3, 8 ) o _{&19_31 B j
N 3(1,203 o 29,i30 . “ h ‘
Shatre of profits fess losses of associated contmics R N \\\ S 3 —— Al B
PROFTT ON ORDINARY ACTIVITIES BEFORE TAXATION 1 I o 35086 My
faxon pmﬁ(on ordinary activitics 10 . { 14,959) tm.‘ng? A
PROFrf ONORDINARY ,\cnvrnns,\mn’mwnow o 2,117 o :
-Profit attributable to minority interests© o ’ o () .
PROFIT BEFORE E.\"I'RAORDL\I:\R\' ITEMS 21934
Extraordinary items “ n (3,449)
v S --H'-_m
PROFITFOR THE FINANCIAL YEAR 18,485
I'REFERENCE DIYIDENDS - .{66)
ORDINARY DIVIDENDS ° .. 1”2 (11,654)
. PN B Ve iyt
RETAINED FROFIT FOR'TIHE YEAR 6,765
“—-M'--.
Eamings per ordinary share | : 13 163p - .
S]‘ATEMEN’I’ Oor RE’T‘AINED E.ARNH\GS 25
Opcening balance " 124,539
Currcney adjustmenty 11392

Goodwill written off
Retained profit for theyear

Closing bulance )

’Ihcatwummg polities arc sct out on page 30,
Thenntes to the Atcounis aresetout o pages 3143,
T auditers’ report is set outon pagedd,

26
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CONSOLIDATED BALANCE SHEET

AT28TH DECEMBER 3986
Note . 1986 1985
E0CO 2020
FIXED ASSETS y
Toangible askots 14 155,569 5 1541967
Investimonts 16 33,335 25,336
168,904 “ 180,203
CURRENT ASSETS
 stocks , 17 213330 226,194
Debtors B 249,595 230,067
Dopositgand marketable securities 22 102,110 10,505 i
Cashat banxﬂnd iahand’ 71,608 5625 : i
, 636,630 512,481 ‘.
CREDITORS - amounts fallivi due within - l
one yeur ) 19 496472 370,285 !
NET CURRENT ASSETS 140,158 42,198 I
, i e z
TOTAL ASSETS LESS CURRENT LIABILITIES ) 329,062 32239
CREDITORS ~ amounts falling due aﬁcr ‘
more than oie yoar 20 122,118 110,872
PROVISIONS FOR LIABILITIES AND CHARGES 2 418 10,958
NSEOR LI e ,\3 % 131,536 10,850
" TOTALNETASSETS ‘ 197,526 163,569
CAPITALAND RESBRVES === '
Catled! np share capital 2 35774 32384
Share premiusm account 25 : 2,3(50 7 1219
Revaluation reserve 5 17,053 ‘11,818
Preudtand loss account 25 139,819 ' 124588
196,906 181,262
MENORITY INTERESTS 620 A 307
TOTAL GAPITAL EMPLOYED 197,528 o 181,508

Approved by the Board of Directors on Z4th March 1987
" ke

, ,
MR, HOFFMAN ‘D'”"’“"’ \péw
- h
M 'A» MW .

The acconumting policies are s¢2 out an page
'rhemmwthcuccm:mammoutonpagcﬂl-ll ‘
Thesuditory repors # set out on page43. .

e



BALANCE SHEET ©® %¢ =%%%

AT ZETHDECEMBER 1986

. o
i e (

FTXED ASSETS \~
Tungibleaseets I 610 7} ;
lavestments - group companies 15 137,146 H4512 ;
- other o 5 s
2 1
142,926 246907 N
CURRENT ASSETS ’ \Q
Debturs - 18 78,110 e 1512
Deposits 3 i/ “38
Cashat bank and in hand oz 151
82,870 31,081
CREDITORS ~ amounts fuliing due within
ane yenx 19 60,567 55138
e Y S5 bl e ity w
NET' CURRENT ASSETS 22,303 : 2,925
TOTAL ASSETS LESS CURRENT LIABILITIES 165,229 171852
CREDITORS ~ amounts falling duc aher ; 7
more than one year 1 26,942 3141
TOTALNET ASSETS 138,247 140488
CAPITAL AND RESERVES P ’ - S
Called up share capital 2 35,774 /;r . 32,584
-~ ~-Share premium account 25 9360 13191
Dol andloss account 25 93,13 95,60’5"
TOTAL CAPITALEMPLOYED 138,247 140451

Approved by the Board of Directors o 24th March 1987
KING Direct lé\/\/\
M. R HOPFMAN o : L/)

Tha accounting policles are sot out o page 30,
The nates to the accounts aee set out on pages Hei3,
The auditors report is set out on page 43,



CONSOCLIDATED STATEMENT QOF SOURCE
AND APPLICATION OF FUNDS

FOR THE FINANCIAL YEAR ENDED 28TH DECEMBER 1986

1984 1985
£000 £000
FUNDS FROM OPERATIONS
Frofit for the financial year 18,485 23562
Adjustments for items not involving the =
moveraent of funds:
Retained profis ofassociated companics 4,821) {458)
Minority intereses 347 88
Deferrcd taxation (2.000) (3.479) {704) 2070
Decrease/{incranse) in working capital 8712 o (23124)
Movement in tanpible fixed nssets:
_ Expendituse (23,045) (26,980)
gispo&'zls' .)3,042 3956
reciation 2
cpreciatio o amn 1817 - 23,115 a)
SURPLUS/(DEFICTTI FROM OPERATIONS 25510 11,545)
DIVIDENDS PAID (10,774) {10154}
OTHER MOVEMENTS:
Issug of ordinary shares 259 124
i;ureh[saise of inw(:ls:lmc;ms net bl Esﬂgg (231;
t { i saL8 i ¢ 7 ' .
Acquisitions and disposals of subsidiarics (net) 17 (906) (32.579) _ (33,066)
INCREASE/(DECREASE) IN LIQUIDITY 13,860 {44,785}
Roflected by:
lucrcam/édccrmc) innet liquid funds 6,449 (38,405}
De increasc)in Joans 7411 (16,380
13460 __{44,785)
RECONCILIATION OF MAJOR BALANCE .
SHEET MOVEMENTS Balance shiect movements Net effect of
Actual Cirroncy Atconstant acquisitions/  Movements
difference translation cxchange disppsals of infunds
ceffect ke subsidiaric
ENn0g LO00 200G L000 L0
Tangible fixed usscts 702 22,065% (1,363) {454) (1,817)
Investaients 7,999 5,189 2810 - 2,810
N 8,701 (7,254) 1447 (454) 903
Working cagital: -~
Stackr " (12,675) (4,95 (17.831) 2454 (108,285)
Debtors 19,528 (12,07} 7157 184) - 2,273
Creditors - current (20,337} 16563 (3,772) 2,601 (1,171)
=~ nOncurrent 2,023 1448 3471 - 3471
Sow (e 956 (10675) 196 (373
2
Netliquid funde:
Deposits and markcfzole securitics 91,515 (864; 80,851 - 90,851
Cash at bank apd in hand 25,981 (7210 18,771 (55) 18,716
Bank overdrsis and loans {current) (104,504) 1,705 (103,198) 8l (103,118)
T 12,502 6,169 6,423 26 6,449
. Eovds 5,’303 6 6245 1,166 7411
7 Increasc/(decrense) in liquidity 18,505 (5927) 12,668 1192 13860
Goodwill (2877}
Cash paid {net) (176)

ORI
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ACCOUNTING POLICIES

BASIS OF ACCOUNTING

The accounts have been prepared under
the historical cost convention, modified
to inchude the revaluation of Jand and
buildings.

As permitted by the Companies Act 1985,
no profis and loss account is presented
for the Company.

BASIS OF CONSOLIDATION ;

The Group accounts comprise/;
consalidation of the accountyof the
Company and its subsidiaries at 28th
December 1986, The principal
subsidiaries are listed on pages 44 and 45.
The profits and losses of subsidinrics
acquired vr disposed of during the year
ar¢ consolidated from orto thely
tespective dates of acquisition or
disposal, o

The difference betiveen the net assets at
date of acquisition and cost of shares in
subsidiaries, being cither goodwill or
acquisition reserve, is taken to retnined
cantings in the year ofacquisiton.

Inaccordance with SSAP 1, the Group
accounts include the approprinde
proportion of the results of the principal
assoclated companics,

FOREIGN CURRENCIES

Foreign currency values in the profit and
loss accounts and balance sheets of
subsidiary and associated companies are
translated intosterlingat the rptds of
exchange ruling at the Group'y
accounting date,

Differences on the retransiation of
forcign curenncy assets and Habitittes,
including differences on net asscts nf
overseas subsidiary and assoclated
companies, arising from exchange
fluctuations betseen the beginning and
theend of the financial yearare dealt
with separately in the staternent of
retalned earnings at the foot of the
consolidated profit and loss account.

Exchanige differences relating to trading
transactions during the yearare included
in profit on ordinary activitics before
taxation.

TURNOVER

Tumover, which excludes sales between
Group companies and value added and
similar taxes, comprises:

i} contract work - the sales vatue of
wark done and services rendered,
calculated by reference to the total
sales value of cach congract;

i) sales (other than contract sales) of
 goodgand services ~ atinvoiced value;
/' th) fees for technical rid and other
. uservices rendered,

CONTRACE RESULTS

Avaajor part of the activity of the Group
compriscs long term contracts, many of
which by theirnaturcinvolve advanced
engincering techniques. Such contracts
are subject to regular detailed financial
and technical reviews to determine the
estimated costs to completion; including
provisions for contingencies A
praportion of lamﬁts carmed ot contracts
is credited in the accounts ona prudent
hasisas work pm%rwcs, accarding o
the stage of completion. Full provisions
are made in respect of foresegable losses
onuncompleted contracts.

INVESTMENT INCOME
Income isincluded on vhe basis of
dividends receivable during the year,

RESEARCH AND DEVELOPMENT
Expenditure is charged against profitas
incurred. o

TAXATION :

The charge for United Kingdom taxation
fepresents theliability which it is
cstimated will materialisc asa payrnent
of conporation tax on the profits of the
yeardrasadvance corparation tax on
dividends declared for the yean, Overseay
taxation is based on profits of overseas
snbsidiarics and on other overscas
fncome.

Provisionis m:‘ulc fordeferred taxation
onail liming differences where it s

* wonsidered thata Kability may arise in

the foreseenble future,

FIXED ASSETS

Frechold and leasehold properties, plant,
machinery and equipmient are stated at
costorat valuation Tess depreciation
written off, The term 'cost' in this context
represents origing] cost when first
purchased by 8 Group company, less,
whercappropriate, the amount of United
Kingdom investment and regional
development grants received or
receivable,

Depreciation is charged on cost or
valuation on a straight line basts at rates
appropriate to theexpected useful lives
ofthe assets concerned, In the case of
fixed assets acquired for specific
contracts, deprecintion is chaged direct
tothe contract.

The prntpal ates of depretiaton used
are;

Freehold Iand Notdeprecrated
Freehold buildings 2%
Long leaschold land Uver period
oftense
Long leasehold
buildings 2%
Short leaschold Quer pariod
propertics oflease
Plantand machinery g
=~ heavy production 4%
=~ pther i
Motor vehicles ’ 20%
Oifice equipment
and furniture 1%
LEASED ASSETS

Assets purchased under hire-purchase
ngreements are capitalised and
deprecinted using the rates shown above,
Rental and finance charges relating to
leased assets, including thosc held on
l}u:mcc leases, are written offas they fall
aue.

STOCKS AND WORK INPROGRESS
Stocks are valued at the lower of cost and
net realisable vatue

Work in progress is vatued at cost, plusa
proportion of profits earned on
contracts, less any provisions necessary
toreduce to netrealigable value,

Cost comprises direct materialsand, in
the cise of work in pregress, direet
Iabourand works overheads, including
depreciation, but excludes selling and
administeation costs,

Amountsinveiced onaccount of
commots arg deducicd rom work in
progress, Such amounds which have baen
received and exceed work in progress arg
included in creditors, Contract
provisions in excess of work in progress
are similacly treated,

7
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1 ANALYSES OF TURNOVER AND PROFTT ON
ORDIMARY ACTIVITIES BEFORE TAXNATION

N

Boargy Group
Commcting Group

Industrial and Becrricad Producs Group

Overyeas Group
Nurth Amsricin Group
FATA Burepean Lo

CRSTomru gt

NOTES TO THE ACCOUNTS

Croup miscellancous Fupcmﬁ:um)finmmc"

futerest payabla{net)

Share of profits less Ip--=»f associated campanies

“tome from investments

1964 1945 1986 1005
Tumoirs Turpaser Profit{loss) Profie ‘jlovai
000 Y10 1] 000 £000
287,698 W42 4,183 5017
84,869 80052 957 3878
89456 86,395 1,667 {3,343}
170,153 - 145876 942 1,700
436,110 410,565 22942 21535
LR Y Q1546 13453 {902}
= - {248) 4871

__;1’2 17,648 1098926 37836 33610
470 a6y
{8,103} {5340)

383 5419

37,086 US54

*In 1985, Group miscellancous jncome included o credit in rezpret ol pension comﬁb;u’lr’ink amonntin

’ enesof the smployers’ contribation to the Babeock Group Stafl Ponsion Schemabeing cxcuscﬁ
actuarial valuntion of the Schene. ’

The subsidisry companics whosa results ans included plove aratistzd on pages 4 and 45,

to £6,016,000, Thisaroseasa
for one year, following an

2 GEOGRAPHICAL ANALYSIS OF TURNOVER
A geographical analysis of the Group tumover:,

by aroa of destination is as folloms: P 1966 +985 1
, £000 goe 4{;
' : m
Ehniteer Kingdom 0536 302,312 .
North Americn 454,734 398,600 oy
Burope 158,104 109,684 ;
Aftiea 123,951 130,934
Ash = 120534 101,632 |
Austealasin 26,363 26,062 v
Middle st ) 15815 552 o |
Othurareas ya 10529 9060 !
: / 1 1,217,648 1,098,826 :
Esports from the Unlted Ringdom dusing the yearamounted to E182,375,0007 1985: £185,754,000). :\
. i
e i b
3 TRADINGRESULTS 7 At
A 1965 1985 g
e £000 .13000 ]
‘ ’h,xmnmr 1,212,548 1,088,925 1
+/ Costofsales 1,085,768 96L52 1
g;l;r:&spmﬁt 151,860 137,308 |
Distribution costs 14,279 12,772
Administrativa nxpenses 95,765 L
Trading profic 3836 L

3
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NOTES TG THE ACCOUNTS CONTINUED

4 TRADINGPROFIT

1984 1985
Lo0o 100G
Teing prvficis shown after charging:
Depreciation of tangible fixed asscts 21,820 205
Redundancy cuats g 7,158 4,815 ©
Auditors’ remuneration (Company £74,000) (2985 £71,000) 1,175 1145
Hirs of plant and machinery: ‘
Unider opemting leases 4,104 328 .
(rher 3,009 2304 .
Othecoperating lease rontals J C 2661 2542 :
Emaoluments of the dircctors of the Company: . ' K 3
Fees 53 98 ' B
Mamagerdal services including pension scheme contributions 417 B34
Perfdrmance relaied incentive payments® 7l o ‘
Pexwinn to former director 2 2
' 573 s 8
and after crcdiﬂni ‘ &y
Netsurplus on disposal of propertics . L4 W 581

“Ihic performance related incentive payments to excoutive directors (inclutling the chairman and highest paid director) were
determined by-the application of thz scheme adopted by the Board in 1985.The 1955 coparstive Agures sbovs andin

viote 5 have been re-stated o inglude payments in 1986, relating o 1985, which wengnot sleterninable at the thine the Board approved
the 1885 accounts. The 1986 amounts have been determined and are shown above,

f
1}
Lo

SRR £ SR

=n‘1

s
P j‘"e“/.h\"
s DR

5 DIRECTORS EMOLUMENTS
The emolumenis (exciuding vension scheme contributionn)
of the chairmien snd thedrighest peid director residest

=

I the United KingsRan werk ox fullows © - 194804 o5 ¥
. \ L g A
Chairman = 2 N ‘ 106,520
Highest paid diredter” . e aa0s #
Ths emoluments (excluding pé\sian scheme con trihutimt}) b
- ofthe pther dirgzlors resident in tie
United Ringdom were within the raneyes: S ‘ 1986 1065
S . Numbsr Lumbir
Not more than £5,630 ‘ ' \ - 1
£5,001 to £10,000 Y 3 3
£10,001 to £15,000 N 5 Y
!EZ0,00I tH £25,000 CovT 1 )
ILS0A01 to 55,000 - . iy
£6U,001 to £65,000 Y S - B
£65,001 to £70,000 R & 1 -
EB5001t0£900C0 e 3 ! ;
599;001 to £95,000 o ‘/' "‘"i\ , l
6 EMPLQYEEINFOM};Z\T]ON 2 ,
i} Theavetage number of persons(includtn executive directorn . ) 1
cmployed in each of the principa! businmmgof the Group o) ‘ v o
tluring ¢he yoar was as follows: ‘ Yorg ‘ 1988
Number Number
Enerygy Greup y -
Contractng Group , ?':(])3 . . ?,%R,F
- Industrizl and Llectrical Products Group o 2975 Josn’
Overseas Group - - 3,404 ‘ 3751
North Amedirn m”}l 3,407 4548
FATA Butopead Srosif. ‘ . 1,618 i 1449
Cenival i ’ ’J\’—[ﬁ{( [ 2 o
: ' ’ . \Lu--.._..- PTRRTPrRn LFR VY N

_____25:’305 J | J;ﬁﬁ a
e L . m " +
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) The agprepate o playovent costs of these pervoms amounted toe

e 1005
£000 B
¥ and sakanies 313,600 310228
BOCUFiLY cost 30,994 35452
Odher peision costs i __lapes
L L FalXiisl
#if} The aumber si'un‘n{:h)m i the Uniteed Mingdom {axcluding
directors) having cmolumiviits within the i-hwing ranges was: 1986 1985
Nursber Fnwbar
£30/01 1o £35,000 15 5
E35007 16 LAQ000 16 8
EA0001 to £45,000 5 4
£45.001 1o £50,000 3 i
50,001 to £35,000 1 2
LS50 1 £60,000 2 |
£60,001 Lo £65,000 1 -
ESSI01 10 £70,000 - }
7 NCOMETRON INVESTMENTS
1936 1545
\;7 ’ £00g £000
Thvidends .
 Listed invosteiin RN 52 35
© Unlisted investments o 306 467
Frofitonsaleofinvestments fr 112 361 -
) P 470 863
B INTEREST PAYABLE (NET)
: 1986 1968
“ L000 £000
Interest payable on bank loans, oveedmfts and other loans:
Repawpgﬁwi(hln tiveyears=hy Instalont 27 78
=potby instalmant 18,089 n7w
Other 1,038 1682 -
* 20064 14,156
fax: . _
Intsrest teceivable on deposits 12,165 s 75850
interest relief grants 536 —laer
8,103 __ bag
4 ASSOCIATED COMPANIES -
The prineipat associnted compinies (all prlisted) in which the
Group has an interest of 20 Fmsccnt ormoreof the cquity are _—
included o ths bt of principal Group companics on 1986 oo
pages 44 and 45, £000
Th s shart oxses 07 fes wax 6,503 - 5419
o ;a?ir:;:p sshart of profits [ess drsuch compan 3500 ._._.__3.23*2_
N 3,284 - ;‘gﬁ
~ Roeelvable individends 1463 ._........._._S...
Retained by associated companics — P i

‘the Group's shere of the resuliy of associated companles ks based upon iccounts pawd 9p to dates vuryidg fro

3tst Desember 1958, Whers audited aceounts were not avallable, unaudited menagemen

opirion that such uraadited ancounts are reliable,

a3

t necounia wert vsed. The

et 30th Soptember 1046 to

dircttorsaranlthe

O S L,
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NOTES TQ THE ACCOUNTS CONTINUED

13 TAX ON PROFTT ON ORDINARY ACTIVITIES

1504 195
£08 f¥s il
United Kingdom taxation; - ,

- Lompomtion tax pA 208
Drouble taxation reliel 13315 1LIAS
Deferred taxation {4,193) {5
Advance corparation tax writien off L1 - .

2197 1
Oversong taxition (including defered txation) s 547
11,370 G559
Assoclated companies
Uniweed Kingdom corposntion tix 376 k]
Overseas taxation 3 5 ann
130 IO

United Kingdony corporation tax has been provided nt the composite rate of 36:25 por cent {1985 4125 percontl.

The charge for Unived Kingdom taxation has been reduced in respect of overprovisionk in pravious years of £1,931,000 (1885 £176,000)
for corporation tax wnd increasced by £216,000 (1985 rediced by £735,000) for deferred taxation. y

The Group’s shara of the undistributed profits of overseaysubsidiary and associated compantay would be Hable to United Kinzdon and
everseas taxition if distributed as dividends, '

There are accumulated taxation losses, estimated at £12,721,000 (1985: £11,582,000, for Unitexd Kingdom compantes and £6,176000

§ 19185 £6,000,000) in sespact of overscas compasties in the Uinfted Staler, West Gormany nnd Holland, which am avallable for relicfof
taxation on future profits of those companies,

11 EXTRAORDINARY ITEMS
1946 o 1565
£000 £00a
Losses trising on closire and disposal of businesses and
subsidiary ~om panics, net of tax gredit of £514,000 3,448 ’ 392
12 ORDINARY DIVIDENDS
1806 1988 14936 1008
ppershare P per shate L£000 L0006
Final dividend for 1984 patd on orlirzary shares :
{ssued between 27th March and 26th Aprii 1985 - " - 1
Interim dividend 1986 4 40 5358 T
Propostd final dividend for 1986 47 44 6,206 5350
Tottl 87 &4 16 03

13

EARNINGS PER ORDINARY SHARE

Enenings per ordinary share are calculated on the et basis on attributable profits of £21,068,000{1985: £23,888,000) sfter deducting
preference dividends but befure taking necount of cxtraordinary items, and on 133,872,213 1985: 123,707 A07) ordiinary shates, beingthe
average number of sharcy in kasug during the year. The average numbers of shares in 1986 :nd 1985 have beon sdjusted for the
capitalisation faxue in 1943, On the ‘nil diseribution” basis eamings per onlinary share would be 216 pence{ 1985 200 poncel

34
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Mt TANGIBLE FIRED ASSETS

COMPANY

Cont:
Ralances ot 30th December 1985
- Additions
Disposalks
Bakinees at 28th Decomber 1966
Depraclation:
Balances at 30th Dicember 1983
Churpe (or yoar S
Disposals
Balances st 28(h December 1966
Net book valuear 2ith December 1986

GROUR

Costor raluatior:
Balnrtes ot 30th December 1085
Curreticy adjustmenis
Asquisition of subsidiarics net of disposals
Additions
Disposals and reclassiflcations

Balagces ot 28th December 1985

Depreciation:
Balances at 30tk Decomber 1945
Currepty dcdjustnunts
Acqulsition of subsidtaries net of disposals
Charge for yeay
Disposals and reclaastfications

Bafances at 28th Decontbar 1980
Netbook value at 26th December 1206 ©

Frechidd

Eatonts, tradig rights, luose tools ant eepirgimont

_ nteost less amounts weltten ofF{ 1985, 1074)

Fised assuts which originally cost £68+ iilion 1985 E429 mullion}

nlﬂ;m:gh fully deprecialed,

The grow book values of Group propenties
tomprise the following:

At professional vateation - jn 1980
-in 182
Alcust

1 proparties had not been revabied,
thibook walues would havcbeer:

Cost refative to the nhove gross book values

fation

* weea sl in use 21 28¢h December 1916 nid retained In thess accounts,

Leaectodd Plank Tonad
propertion Loy Shon mnnma?-\m
M
£ 1000 000 0 £000
418 76 1 verd 1,225
400 : - 209 408
o) (76) o {222) (525)
392 - 3 714 L1038
86 b SRR ELE B 347 512
3 - 128 135
oot (28 - {120 (149)
04 - 1 404 408
258 - 2 310 610
9y,7 3,669 1,990 219,729 315,625
1,995 « (14} 7,59 4540
M6 - - {23) m
4,030 54 15 18,796 23045
{5352) (57) {67) (5,644) (12,120)
91,055 3,666 2074 23517 331313
10766 830 846 11,544 161,332
695 . ) 1,862 2549
(32) - - (208) (331)
3,69 34 6 18,426 21820
{3,137) Q) (67) (5.,7496) (9,014)
19542 §77 86 155837 176,52
71,64 3,084 1,218 74,600 181461 ;.
1208
155,569
Frechold Laasohold " 1044 1985
tigs Lon 1%, GE
HroR 00 foou 00 £oen 300
“ - 750 750 1 ;gg
15,245 - - 15,245 4
75811 606 194 B0l 20,161
91,050 3,600 2074 96,796 05,896
74,829 J.666 134 81019 84,127
18823 sty 750 20,250 19582
T ba006 3,089 574 54,569 34,5345
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NOTESTOTHE ACCOQUNTS CONTINUED

15 ENVESTMENT IN GROUP COMPANIES

Sharessa Loamt o Towd
000 £} £1%0
£o8tz .
Balspees at 30th Decsmber 1985 60,735 ] 158010
Curvency adfustments ~ (13) 03
Disposals/repaymants (10 14599) (*«‘ﬁg'
Balancus ay 20th Decomber 1926 H.695 55.%3 146350
Fass peovisions: =
Ralanees at 30th December 1885 2373 4065 G438
Amouns provided In year 2775 {1 1TH
Balances at 28th December 1986 5148 4,064 821
Net book valueat 28th Decomber 1986 55547 81,599 137.146
Barticularsof principal subsidiares are shown on pages 44 and 45,
15 OTHER INVESTMENTS
. Comnpany
1986 1988 1908
‘The not book valuaof ather investmentsincludes;
Shares in assuciated companics 2597 = 2,672
Loans to assoclated companies 1,200 1201 1449
Other investménts and loans 1373 182 2
‘ ) 5170 1,642 33335
Information relevont Lo these Investmenis Is as fbllows:
SHARES IN ASSOCTATED COMPANIES (all unlisted) Company
£09
Cost or valuation:
Balancesat 30th December 1985 1876
Currgricy ndjustments ~
Additions . 2597
Share of retained profits Iess losses -
Halances at 268th December 1986 1573
Amounts writéen off
Batances at 30th Decenber 1985 and 28th December 1986 1975
Netbook valug at 28th December 1986 2,597
Graup investments in associated companies are shown at cost, £6,002,000 l
{1965: £5,965,000), plus the Group’s share of post ncqulsition
retained profity, ess amounts written off The Group's shareof attributable
netasscts ofzssociated companies nmounted ¢o £34.813,000,
LOANS'PO ASSOCIATED COMPANIES ‘ Comgpany
Lostand net ook values
Balances ot 30th December 1985 1200
Cuergncy ddjustments T
Balances at 28tk December 1986 a0
1200 _

e e
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OTHER INVESTMENTS AND LOANS

Comgrany Grrowp
iher Oy
i cumients Louns Invemetsy inang
X0 £ £0H0G 0N
Costi ~
Balaricies at th December 198% 20,02} 2348 20802 2:149
Comency adjustmenty = - 3 -
Additions 901 - 1,100
Disposale. (10) - (152)
Bakuncow | 20h Deceinber 1986 20912 249 21,753 2449
.Ammmt.'.wrmm off
Ealances at.30th Deoember 1585 and 28th December 1986 19,539 2449 19539 2449
Net book valuait mﬁikrcmhur s 1373 - a2 -
Company Group
1v06 1988 1986 1585
L0060 00 £0D0 £000
Thatoml costand market value of investmants listed on
ThaSteck Bschange and included ahovears:
Cost 1,368 A7 1368 A67
Market value 1,297 555 1,207 555
Thototal cost and market value of invesuments listed on other
stick exchanges and incladed aboveare:
Cost - & i 16
Market value - - 51 53

The macket values of investmaents fisted ovorseas are hased on the prices in foreign currencies of the respective shares as quoted on the
relevanitstoch exchanges at the ood of each year, translated into steriingat the official rates of exchange in accordance with the Group's

aecounting policies

“The principal associsted companies and trade invesiments are Included Sn the st on pages 44 ant 45,

17 STOCKS
1986
| B0
mg term contract work In progress ‘”*’iﬁ;’;
», lagsprogross paynonts 369
By i 70,739
Othor stocks and work In progross
Rave matorfals and consummbles 40,014
Work It progress 79,499
Finlshed goods azd gaods for resale 27T
- 7.2
TN 12,703
progreas payt e 134580
) . ]
- TS

Yong term conteact work In progress includes: _
1} amounts for contrcts where title In the yoodds does nal pagsuntil final accéptance;

352,308
LILAN

47860
01,431
12943

162240

15,947
Lo

L

%409

145,203

220,194

w1 anclement of profitin complionee with S5AP 9, Aftar wking inta account the effect of pragress paynients thenet amouat of

profit added to the cost of work in progress s not wuadal.
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NOTESTOTHE ACCOUNTS CONTINUED

18 DEBTORS {rmpany Group
1556 FES e WS
00a P 18] 1214) L9

Amauntsfafling due withinone yean
Trade dcbulmi; o ' o > 189,215 1TRAG
Amounits osved iy Group companies Bo0U7 2N 19 ;i :
Amounts nwed by associaid companies B
fOtimrcl«:bum-s b P L 63 2,155 jERty)
Prepaymentsand accrued income 340 5874 12357 1345
69,632 ER7H R 2160M
Amounts falling duc after more than onc year: 7 .
“Trade dehtorg = = 10,51 n2n
Other debtors 4478 94 ~ 14319 [Tyl
Prepaymentsand accrued incoma - 1504 74 Lasa
8478 10718 25359 19,936
Tatal debtors 78,110 Y4512 249,593 230067
19 CREDITORS = amounts falling due within one year Company Giroup
1985 1935 1986 12401
e £000 L0 £000 gri
Bank lotns and overdrafts 17,007 14915 7476 43521
Otherloans - 117 7bi
47807 +Ns5 149,593 4:1.1339
Odher ereditors: »
Payments received onaccoun - = $2496 45752
Trade creditors - - 138,739 132454
Bills pﬂ}'ilblﬁ - “« 2'79 4 24?’03
Amounts owed to Group rompanies 2 24 - »
Amounts owed to associated companics - - 14 )
Taxation 4,304 N5 16986 2380
Social sceurity 23 1 7255 4,991
Otherereditors 2,12 1879 132385 121908
Propesed final orelinary dividend 4,296 5354 6,256 5350 -
60,567 Af,136 496,472 370,285
20 CREDITORS - smounts falling duc after moré than one year Compuany Group
g 1986 1945 1986 185
£000 L0003 fivy ) Loy
Bankl(m!n's:hc ] p
repayihle between 1 and 2 vears 596 o 28 gohs?
repayablebetween 2and § years 440 “"2{2 7§'{555§ :‘q‘é';
repayabicalters years - by Instatment - ;. 1.254 1,118
Otherloans: , )
repayable botweost Yand 2 years - . B2 1585
repayable between 2 and 3 years - - 2545 AT
repayable after5 years by Instalotent - - 4834 5531
= otherwise than by Instalment w“ - '!:538 4595
1,076 3; ; 10,558
()thcrt«;rcdigors: A 36 92535 0
Tride creditors - - For 2118
Amottnts owed to Group companies 25,81 M3 \{’“’m A -
Taxatlon 13 T 1,199 1263
Other creditory - 27086 033
~ 26962 34 122,118 12872
Tatal borrowings repayable by instalment
apartofwhich falls dueafter 5 years; '
Bankloans - nea] o
Otherloans - 750 ]

B}




21 LOANS
k Campany Growp
19h il 1955 i)
£000 £00 106 19
Debenipires:
fabeock trcustrial tv Electnical Prodeces Limited '
7 8 debenture stock 195390 () - 194 198
Onber loany;
Sabcock International Finanee Corpiaton -
Commercial papernotes{ii} = 69,563 TIOR3
Bakeark Nederand BY -
M convertible guarantocd bonds 1992 (i) - . 101 14
fabeock tndustries Inc. -
Murpagesandloans {iv) = - 10728 113
Other Gotmprcompanics
Montgnzes prd boans (v} - 3786 4092
Bank loans{v{) 3380 4029 131 9,220
Bank overdrafis [vid) (viii) 15,500 43461 144,262 41,351
. 48,383 48,291 242148 43047
Lessocumvent portian : 47,807 44915 149593 44,680
LO76 3376 92,555 48,558

gu‘ﬁm T/%arkznture stock 198590 of Babcock Industrial & Elecrical Products Limited is secured by a Roating chargeover the assats of

at company,

i} The commercial paper sofes are issuerd In New York and arcsupported by a letter of credit issted hy theleader of'a consortium of banks.
The samecreditagreement provides Baboock Intemational Finance Corporation with a revolsing credit Facdlity, The credit agreement
espiresio 1989, Vacdous rites elnterest are payable according to the market rate for commercial paper it thetime ol issug,

i} The M conyertible guaranteed bands due 1992 of labcock Nederdand BV are guantiiced a8 to payment of principal, premium (ifany)
and interust by the Company, The i ads are in hearer form in the denomination oTUS$1,000 each, Unless previonsly redeemed or purchased,
thebondsare convertiblonp to dind ctuding 15th September 1992 Irto fully paid ordinary shares of Babcock Interational pleata
tonveesion price, subject to amesdment in certain events, of 103p por shire with a ised rate ol exclungeapplicable wpon conversion of
L351:7432 ~ L1 The bonds maty be redeemed in certivin defined ciratmstinces, Unles previously converted, redecmed o purchased dho
bands will ba redeemed at pat on 158 Ocober 1992, During 1986, Inao.ordanee with e above terms, bondsto a face value of US$ai)

{1933; USS2000) were cons erted [nto ordinary shares of the Company.

i¥) Mortgages and Toans of Babcock tidustries Ing bearing lnterestint rates va rying fiom 2 to 9% per cent, are redeemsable ot parat varying
datedup 1o 2015, L10,591,000( 1935 £11,065,000) ks secured by charges on assets. .
V)Mortgagesand foans of othice Group companics, beacing Interest at mtes varying Jrom 5 to 16 per cent, tre redeemablo at parat various
ditles upto 1996, £3,146,000 { 1955 £3 245,060)5s secred by fixed and floatiog changes on the: nssets of those congpanies. )

¥i) Bank loans are denaminated chiefly bis forcin curtentivs amd bear intercst ac rates varying from 4 to 153 per cent and £570,000

$1935: £85.2 1150} of the Growploans arg secured,

5l The Geoug iotal Includes £876 milllon (1453: £7. illioh) of cumrency borrowings which arematched by shortierm deposits and
Reorketable securition (nolc 22), These borrowings, mostly in US dollary, were affected inBaly Lo cover forwand exchangs risks on fiture
tantrace feceipts denominated in the rurrencics concented,

vill) Thedirecioss believe that the facilities relating 4o bank oveedralts maturing in less than one year will be renewed,

22 DEPOSITS AND MARKETABLE SECURITIES

1506 1935

L0 L

Sepasics 6,860 B L
Matketable serurities L B2 744
102,130 1545

z‘r-fmk(ub!emufzcit:s asehelhin ltaly and represent the prcerds of Carrescy borrowings, describod in note 21 (v, elfeeted to cover
“neardexchange risks on contracs,
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Z» EROVISIONSFOR LIABILITIES AND CHARGES

s it
£000 £¥0
Uensionsand similacabligations 6634 6335
Deferred taxation . R
9418 1005)
PERSIONS AND SIMILAR OBLIGATIONS
Themovement in the provision was as follows: %
Opening balancn 6,900
Currency adjustments J45
Movementin theyear 617}
Closing balanee 6534
Orcupational pension schemes are provided for employees in most coumedes in which the Grou p has operations, In particular, <’

significant schenics or plans are operated in the United Kingdom, USA, Canada, Australia and South Afc' a, With the exception of West
Germany and certain provisions in the USA In respeet ofunfunded prior service benefits fnold plans and relating to discontinuel '
operations, the funds of all schemes and plang are maintained separately from those of the Group, Contributions are met, or provided fi of, ==~
as they arise,

In the case of the préncipal USA plans thereare sufficient total assets to ncet the total actuarial present value of acanulated plan

benefits, However, the assee shortfall for some individual plans is being funded asasupplement to Smanmeal contributions forup to

thirly future years in accurdance with normal USA accounting standards.

A small deficiency in one of the Canadian schemes Is belng amortised by annual instalments over fifteen years, ending in 2000,

I West Germany, it small number of the most senfor executives have persion contrcts wherely the German subsidinry company hag
uadertaken to provide pensions and widows' pensions, In sceordance with practice in Germany, provisions are made in the aceounts

cach year on the basis of actuarial advice. Supplementary insurance cover is maintained to meet the st ofwidows' benefits, in the event
ofdeath in serviee, to the extent that the relative proviston iy inadequate for the purpose. Presmiums arepaid toa central firnd to cover
unfunded liabilities in theevent of the insolvency of the cploying company,

In the United Kingdom, contributory schemes are administered for all employees, Bath the Staffand Works schiemes are mianaged by
scparate comorate trustecs, the directors of which are nominated and appointed from maragementand employees, All costs of
administration are bome by the Company, Triennial sctuarind valuations are indertaken In respect of each of these schemes.,

All schemes provided by the Group are valued by actuaries from tine to timeand have, as at the Jatest vatuatlons, been decdred solvent
on i discontinugnee basis,

DEFERRED TAXATION
Provision for deferred taxation comprises £636,000 {1995; L1,172,000) in respect of United Kingdom companies

and 122,148,000 (1983: £2,850,0007 in respect ol overseas companies, The movement in the provision was as follows: %
Opening balance 4852
Currency adjustments 136
Reclassifications . 2950
Credit for the year a - (5a4)
Closing balance K - A

Reclassilications comprise advance corporation tax no longer offet against the provision for United Kingdom deferred taxation, 1§

rovitlued asseis i the United Kingdom were o besold, itls estimated thitt any chargeatlo gains would be fully reticved by capient losses
currently avaitable, |

The.amounts pravided for deferred taxation and the full potential Habitity, fn respect of the United Kingdom wompanies, caleulated on

the lability method at 35%, areset out helows 1955 0o,
futk o
At mrteatial oy yoteniiat
provided tiahility prsided Lty
o Lo 000 A0
Capital allowances 5. 3044 - 10350 ;
Future henefit of tax losses (620) \{:;5%] {613
Otier timing differences - (7205 ) (L5413 11591}
4510 w4 g w2
Adviance corporation tax _ (3075) {6303} ETTeT 4331
— 3321 1472 1A

Totaf advanoe corporation tax recoverable against future corporation 1ax Itihilides o

| fiheG A 70000
VUG5 L2 ZHA000) in debtors, s 15,324,001 1K £12,16810) the Group, inddudingan smount of 6227

Al
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24 CALYEDUPSHARE CAFTTAL

<

%

Lt LA
Authyusel tesared Arhrawd Lernad
a0 £000 il £4R
©/
6 cumultive prefescroe stck 100 100 iy 3
g, curmubative secowd prefereate stoek nnd shares 200 L8 08 13
15 cumubative redeeniable preference stock and shares 3,000 2000 3000 2
, 3,300 Tezm  amw | 22d
Ocdinary shares of £3p (133964 863 sued and fully paid) =
V3, $2E A0V h 700 334N Ry 30401
}.000 15,274 WK A
By an erdimary resolution dated 23nd May 1986 theanthonsed capital of the Company wai increased by 40,000,000 ordinary shares.
[raring the sear, 12362486 orinary shaves of 25p {nominal value: £3,090,621 were allotted as foliows:
Consideration Numhersd
Shares
One for tencapitalisition isaue - 12,161,099
Exercise ol options £259,700 201,387

$ire 28th December 1986, further 12,783 shates (nominal vatue £19,696) were allotted ypon theeserciseof options fora total
comsiderntion of £57,469.

At Z3th December 16 there wese USS279,000( 1935, U582 2,000 7% convertible guarariteed bonds of Rabicock Nederland BV
cutsfanoing which, after the Grpitatisation adjustment, would tquire, upon conversion, the allatment o 155,384 shaves

£35S 141637 hares), See also note 21 ().

trering the vear, further optiony were granicd under the Bahcock Exeentive Shire OptiorsScheme (1884 and the Babeock Savings .
Related aizdee Option Schome (1984). M options held nmler the Company'ashare option sthemes were adjusted as a consequence ofihe
capatalisadion fssue,

AU December 1986, the following optiont were puistanding:

Namtbee of shares Price per Exercisabie

Scheme subject to option share bitween

Baleock & Wilcax Share Option Scheme 63,821 120-140p . May 1986-May 1990

Babcock Executive Share Option Schome{1481) 236,775 p January 1988-January 1995
812,350 171p Apnl 1989-Apri] 1996
200,000 Htip Septombet 1?)39-5(:;“ enbet

1996

Babcock Savings Refated Share Opuon Scheme (1984) 1,670,119 130p June 1980:Deceinber 1992

415411 143p June 1991-December 1993

ey

GRaBave 1194066540 Shares)

a "?T,{q figure has boen reduced by 611,433 shares, which are n(EZC:i?Jq;x ol paratlel options linked to exlsting options unider the Babeock &

Wilcox Share Option Scheme. Holderzofuptions under both scherses iy exercise onc or the ather in whole oz in past. Lpon the:
exercseofeither option, In whole oz in part, the other will lapse pro taao.

The Compiny has the option of rideeming by drawings, all ot ‘mn of, the Jssned 4% cunwulative redeermable preference stock sl parat
any time by gisisg theoe months' notee, No final redemption data has been fined. p
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NOTES TQ THE ACCOUNTS CONTINUED

25 RESERVES

Share premium account:
Epening balance
NMovementin theyear
Amountapplicd for capitalisation issue

Clasing balance

Revahsition:
Opceningbatange
Currencyadjustments
Closing balonce

Profitand loss account:
Openingbalance
Currency adjustments {i)

Eoodwill written off (i)
7 Movementin theyear

Clasiag balance

Chanpany
1956
LO(K}

12141
Lty
._0m)

9,360

bt AT i e

95506

93,113

———

1} Increase an retranslation ofthe net assels of pverscas subsidiazics and investment in overseas asshelates.
it} Inchucles AS1384,000 b respect of goodwill arising co the acquisition ofthe Montpelier Foundvy fn Australia. Alzo included s goodwill

that hasarisen principally asa) :
and Froude Engincering Inc;£1,700,000 and Faultless Caster Corportion, US$764,000.

iii) Group reserves include £23,670,000 (1985, 16,696,000} of retained profits and reserves ofzssociated Lo pARIEa.

frroup
195
100

12,9
209
B3

8,350

11,848
103

11,953

124,529
11,342
(23}

6,765

139,819

y aya result ofn reappraisil of certitin contracts and nes assers iceuimd duging 1985 at Froude Consine Limited

1

O

26 LEASE COMMITMENTS Company , Group
1936 1555 1506 B L<3
FO00 [a0 12004 LG L)

" Finance leases:

At28th Decesiber 1985 the Group kad the following net obligations

undet finance leases, none of which has bean capitalised:

Obligations payable .
within 1 year - 317 1m
in2to3ycars - rAXY 7507
after 5ycars - “-;4 . 34693 36z

- - 13,908 14,680
less: finince charges relating to futuee periods - - S 3349 Vo2eW

Nei obligations N = ) " 10,646 11,740

At 28th December 1986 the Growp Yid entered into comumitments, ‘ )

whos: inception ocours after that date, amounting ‘ - - 48 - 53

Uperating leases: - ’ ‘

At 28th December 1986 the Group ted the following araual

commitments under non-cincellable operating leases:

eases ofland and buildings ”

Camnitmenis which expire : I
wilhin 1 yeat el a - 675 201
lf;‘ 2 125 years : 35 2y 1,997 249
aller 5 years _ .. ML

. .. 80 3,851 dnz

Leasss of other asséls N - -

Commitments which expire T
within | year T 25 35 ahd
in2105 yeary 30 1,245 1A%~
after 5 vears ’ o % -

oo E e
Total I35 114 6312 _ __!nf%}*ﬂ

The majority of leasexos land and buildingsaro subizet o rent reviews,

42
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= CAPITALCOMBITMENTS
. Company Group
TR LA 1956 ﬂi%:‘g": a
£000 ey 000 341
Capital expenditue sanctioned by the Boaad and custandingat - N
Ueh Tecombar 1386 ) 120 108 50,080 ST
Contracts plecesd agatnst these sancions and nut provided forin
(heac ows 4,248 3463

The abas figures for Gronp eapital expenditure santdons indlode £2,707,000 (1859 £15660003 for which leasing agreementsare
comemtated in 1407,

:
[Rp——— o R SRR RSCRTATTSE

28 CONTINGENT LIABILITIES :

i} Theveate contingent liabilines amounting to £76,518,000 for the Cotmpany{ 1955: £66,7.38 630) and £9,450,006 (or the Group

© 393 A5 TI0000, represernsting in the main guarintees gy on sl bills discounied, on which nolosses arcandeipated. :

- it} tnaddition, theee are contingent liabilities in e ordinary course of busiiess incounection wizh tha completion ol contraces within

" gpecificatan, incuding responsibility for maintenance, ,
ity Centan subsidtinrics are engaged inlitigitton in connection with elaims on coutragts, Based on Yegal advise, provisions o these
it havebeest mads in these accants to the extent constdered nessssary by thodirectors, & ‘
i2) The Ligquidatorof I3H b institiieed proceedings, in the Federal Repubtic of West Gernany, against Baboock iermationad Hioldings”
Lt aml Baboock Intermational ple for payment of DNHO million ples imerest In connection with the saleof Babeock Construcdon

Eqrigmtent Limited to anassociate of I0EH in 1982 Thediseciors {ecl that thereis title teritin thele proceadings an’ gtend to contest
the claim vigormusly, ’ ' ‘

1

© 29 POSTBALANCESHEET EVENTS ' «

Detadsof the acquisitions of La 5ociétE Des Cables D Mans and Hunter Engincering Cosinaiy lnmmumtcd togetherwith detailyof the
disposst obshe Group's investmentin Babencksdtitaghi KK s givas in the Dircciors’ Report. )

B e

b

REPORT QF THE AUDITORS
TOTHENMEMBERS (F BAHCOCK INTERSATIONAL VLY 5

Wehava audited the accounts on pages 26 to 43 in accordarnice with approved Auditing
- Standards.

Inour upinion the accounts give a true and fair view of the state of affairs of the Company a:"ld:,g
the Group at 28th December 1986 and of the profit and source and application of funds of thie
Group for the year then ended and comply with the Companies At 1985, _
mﬁh&'ﬁ byl | Loridon

. CF'?M&L brand | | ‘ ’ P
‘ Kharteved accommipnts | | |
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