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Babeoek is a worldwide group of companies supplying a diverse range of engineering plant, productsand services.
The Group has particular capabilities in design, engineering, contracting, manufacturing and plant ere*jon.

-—-lt“‘—“

Activities include the manufacture and provision of:

Bollers znd ancillaries for conventional and nuclear power stations and forindustrial and maring applications N
Fluidisad bed and other combustion equipment

Coal and ore milling equipment

High and low pressure pipework

Pressure vessels and sieel fabrications of all types

Steelworks, petrochemicat and process plant

Food processing and packaging plant

Bulk material handling equipment

Cement and gypsum plant

Instrumentation and process control systems

Water treatment, sewage purification, reverse osmosis and desalination plant

Automated foundry and casting equipment =
Underground mining machinery and roof supports

Electrical distribution equipment

Automated guided vehicles

Automated storage and retrieval systems

Unit handling and sortation systems 1
Wire and cable machinery

Chain and chain products '
Aerial tow cablos N
(2able centrols for motor vehicle, serospace and industrial uses . "
Furniture hardware ‘
Motor vehicle fittings and trim " 3
Engihe testing systems for the aaro, automobile, marine and vehicle industries ?“
Railway bogies '

P

Services provided include:

Design engineering

Turnkey project managerient for contracting aclivities
Maintenance of oil and gas offshore installations
Mechanical construction

Research and development

Regeneration of spent hydrochloric acid

Specialised welding services

Rural and urban electrification

International installation and field service in instruments and control syslems l
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Baborak Intermatonal plo

The year in brief
yea 503,
1985 1gs L P
£000 £000
Turnover 1,008,926 1,129,764
Profit hefore taxation 34,549 31,600
Per 25p ordinary share:
net assets 147p 160p
earnings 197p 16:2p
dividends 84p 80p
Dividend cover 2:3 20
Return on total funds employed 12:5% 12:0%
Average number of employees:
United Kingdom 13,774 13,052
Overseas 12,811 11,866
Total 26,585 vy 24,918
Turnover per employee based on the ahove average £41,336 £45,339

748
S

515 Jul 1986
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The front cover shows an automaled guided vehicle which will form part of an autcnatod engine test facllily ordered by Cummins Engine

Company In, The conlract involvas co-ordinating the activities of four Babcock companies = Froude Consine Limiied,

Froude Engineering Inc, Babcock FATA Limited and Acco Babcock Inc.

‘Babcogk
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Baboock International ple

Notice of meeting

Notice is hereby given that the gighty-seventh

annual general meeting of Babcock International plc

will be held gt the Royal Over-Seas League,

Over-Seas House, Park Place, St James’s Street,

London SW1 1L.R on Friday 23rd May 1986 at

12.30 pm for the following purposes:

1 Toreceive and adoptthe statement of accounts for
the financial year ended 29th December 1985

together with the reports of the directors and auditors

theraon.

2 Todeclare an ordinary dividend.

3 Toelect directors.

4 Toreappoint Coopers & Lybrand as auditors and to
authorise the directors to fix their remuneration.

As special business, to consider and, if thought §it, to

pass the following six resolutions:

5 Asanordinaryresolution

‘That the authorised capital of the Company be

increased from £40,000,000 to £50,000,000 by the
creation of 40,000,000 ordinary shares of 25p each.’
& Asanordinaryresolution

'That the directors be generally and unconditionally
authorised, in accordance with Section 80 of the
Companies Act 1985;

i) toexercise all powers of the Company to allot
(within the meaning of that Section) relevant
gecurities, as defined therein, up to an aggregate
nominal amount of £16,297,323:50, inclusive of the
shares to be allotted pursuant to ResolutionNo 7, at
any time and from time to time on or before 23rd May
1991, orin pursuance of such an offer or agreement
as is mentioned helow; and

il to make on behalf of the Company atany time and
from time to time on or before 23rd May 1991 any offer
or agreement which would or might require relevant
securities 1o be allotted after that date; and

iil) that the previous authority granted on 25th May
1984 be and is heraby revoked.'

7 Asan ordinary resolution

“That the sum of £3,040,267-75 (or, if different, the
sum that equals tert per cent of the nominal amount of
the Company’s issued crdinary share capital at the
close of business on 25th April 1286), being part of
the amount for the time being standing o the credit of
the Company's reserve accounts, be capitalised by
applying such sum in paying up in full at par such
unissued ordinary shares of 25p each of the Company
as are required to allot and distribute, as fully paid
shares to the holders of ordinary shares on the
register at the close of business on 25th April 1986,
new ordinary shares in the proportion of one such new
ordinary share for every ten existing ordinary shares
then held by such holders {and on the hasis that
fractions of shares will not be allotted 1o shareholders
but will be aggregated and sold in the market for the
benefit of shareholders). Such new ordinary shares
shall rank pari passu with the ordinary shares of 25p in
issue at 23rd May 1986 except that they shall not rank
for any dividend declared on or before that date.’

8 Asaspecial resolution (subjectio the passing of
resolution No 6)

“That the directors, being generally authorised for the
purposes of Section 80 of the Companies Act 1985 to
allot relevant securities of the Company, be further
empowered in accordance with Section 95 ofthe
Companies Act 1985 to allot equity securities {within
the meaning of Section 94) for cash as if Section 89(1)
did not apply thereto, provided that this power shall be
limited:

i} to the allotment of equity securities where, in
connection with a rights issue in favour of holders of
ordinary shares, the directors deem it necessary or
expedient to make such exclusions or other
arrangements as are appropriate inorder to deal with
fractional entitlements that would otherwise arise, or
with legal or practical preblems arising under the laws
of, orarising under the requirements of any
recognised regulatory body in, any territory; and

ii) to the allotment (otherwise than pursuant to
paragraph (i) above) of equity securities up to an
aggregate nominal amount of £2,150,000; and shail
{unless previously revoked or varied) expire atthe
end of the next annual general meeting of the
Company, save thatthe Company may before such
expiry make an offer or agreement which would or
might require equity securities lo be allotted after such
expiry and the direclors may allot equity securitiesin
pursuance of such offer or agreement as if the power
conferred hereby had not expired.’

9 Asanordinary resolution

‘That the Babcock Overseas Executive Share Option
Scheme to be constituted by rules produced to this
meeting and for the purpose of identification initialled
by the Chairman thereof be and is hereby adopted and
that the directors be and are hereby authorised to do
all acts and things which they may consider necessary
or expedient for the purpese of carrying the same into
effect.’

10 Asan ordinaryresolution

"That the present rule 2(a) of the Babcock Executive
Share Option Scheme (1984) be deleled and
substituted by the following:

Subjectto the limitations and conditions
hereinafter ceyitained and unless prohibited by
law, the direttors may invite applications for
Options uicluding Parallel Options from any
Executive who is not within two years of his
Normal Retirement Date. Applications as aforesaid
shall be in a form prescribed by the directors,’

J. H, Dodd
Secretary
Cleveland House
StJames's Square
London SW1Y 4L.N

10th April 1986




Expianation of special business

ResouffonNo5

This ardinary resolution proposes toincrease the
authorised.share capital of the Company by the
creation of an additional 40,000,000 ordinary shares.
There is no presentintention of issuing these
additional shares in the immediate futusa and no such
issue effectively altering the control of the company
would be miade without the prior approval of the
shareholders in general meeting.

ResolutionNo 6

Upan the adoption of resolution No 5, it will be
necessary for the directors to seek arenewal of their
authority to ailot shares and for the presentauthority,
granled at the annual general meeting heid on 251h
May 1984, io be revoked, The amount of
£16,207,323:50 is the difference between the
proposed increased authorised ordinary share capital
and the issued ordinary share capital at the date of the
netice. Of this, approximately £6,790,000 will be
required for the Company's share option schemes
and for the proposed capitalisation issue. Accordingly,
the directors will have at their disposal no more than
£9,500,000 in ordinary shares to issue generally.

ResclutionNo7

This ordinary resolution proposes that the sum of
£3,040,267:75 is capitalised out of reserves and
applied in paying up new shares to be allotted to
membars on the register at 25th April 1986in the
proportion of one new ordinary share of 25p for every
ten ordinary shares then held by shareholdersin
accordance with the recommendation of the directors
as set out in the Chairman’s statement. This
capitalisation issue will not qualify for the final
dividend recommended for 1985 and payable on 27th
May 1986, but would rank for subsequently declared
ordinary dividends. The resolution is worded so as to
allow for a further amount to be capitalised out of
reserves in the event of any change in the Company’s
issued ordinary share capital between the date of this
notice and the close of business on 25th Aprii 1986.
Any such change would arise only through the
exercise of share options or conversion rights
attaching to the 7% convertible guaranteed bonds
due 1992 of Babcock Nederland BV.

Apglication will be made to the Councitof Tha Stock
Exchange for the admission of the new shares to the
Official List and, subject io the approval of the
shareholders, it is proposed ta mail rencunceable
share certificates in respect of the new shares on
Friday, 30th May 1986, which will permit {irst dealings
in the new shares to take place on Monday,

2nd June 1986.

Any fractions of shares to which shareholders are
entitied wili be aggregated and allotied to anominee
for sale in the market and the proceeds will be
distributed to the shareholders concerned in
proportion to their respective enlitlements.

Shareholders who wish 1o dispose of their new shares
free of stamp duty will be able, for the period of six
weeks to 11th July 1986, to renounce their rights in
accordance with the instructions printed onthe
counterfoil attached to the rencunceable share
certificate. New certificates in respect of renounced
holdings will be issued on 8th August 1986. Those
who wish to retain only part of the capitalisation issue
may, up to Sth July 1986, apply to the Company’s
Registrars to divide their holdings. Instructions for
splitting will also be included on the counterfoll.

It you have any questions or problemsin connection
with the proposed issue, you should consult your
stockbroker, bank manager, solicitor, accountantor
other professional adviser,

ResolutionNo8

The purpose of this special resolution is to renew the
limited power given 1o directors to allot equity
securities for cash as if the statutory pre-emption
rights dic! not apply to such allotment. The amount of
equity securities referred toin paragraph (i) of the
resolution is 5% of the increased issued ordinary
share capital (following the caphalisation issue) and
the £9,500,000 referred to above.

Resolutions Nos 9 & 10

An explanation of these resolutions is given in the
gircular enclosed with the 1985 Annuai Report.

Notes

1 Pursuant to article 74, holders of the 4% cumulalive
redeamable prefarence stock are not entitied to altend or vote al
the above meeling.

2 |naccordance wilh the pravisions of the Gompanies Act 19885,
any membar of the Company entitled to altend and vole may
anpolnt another person (whether a member or not} as his proxy
lo altend and vote instead of him,

3 Ordinary shareholders registered on 25th April 1986 will
teceive the dividend payable on 27th May 1986.

4 Copies of ihe directors' service contracts will bé available for
inspection at the registered cffice of the Company during normal
business hours on any weekday (Saturdays and public holidays
excepted) from 25th April 1986 until 23rd May 1986 and althe
placa of the annual general meeting from 12,15 pm until the
conclusion of the meeling.

Babcock




Statement by the chairman: Lord King

lam pleased to report another year of progress by the
Group. There was an improvement in basic
profitability, in addition to which there was aonce and
for all exclusion from charge of pension fund
contributions, totalling £6 million. Earnings per share
increased from 16-2 pence to 19:7 pence.

The feature of 1985 was the greatly improved
performances of cur North American operations. This
largely compensated for the losses in cur mining
equipment operations and the unfavourable effects of
exchange rate movements ¢n sterling transiations of
frreign currency profits. The North American
businesses were able to benefit {zom buoyant
domestic markets for products at the lighter end of
the engineering spectrum, where the majority of
them specialise, including in particular, automotive
components and consumer goods. In addition, new
operating managements in two areas succeeded in
eliminating almost entirely the serious losses which
their businesses had incurred in 1984, Conversely,
world demand for majar new plant installations and
heavy equipment remains depressed.

The Company has continued its strategic investment
in growth businesses and the worldwide
improvement in cur automation, hardware, process
control and automolive component activities in 1985
was significant. Dependence on the more familiar
Babcock activities, related to iraditional engineering
products and services has diminished, Structural
changes in these parts of the business and
investment in new facilities at Renfrew and other
United Kingdom sites has nevertheless continued.
Investments in new businesses, costing a total of

o e — —

£33 mitlion, were made 1o strengthen existing
activiios: Faultless Caster Corporation produces
castors for industrial and domestic furniture and
swivelchar tilt control mechanisms, which
complement the North American Group's furniture
hardware range sold by Keeler, WeberKnapp and
Belwith; the: Teleilex industiial cables business
broughta new dimension to the product range of
Acco's Cable Controls Group; the acquisition of
Robey of Lincoln and Towler simplified for the UK
Power Group the reorganisation and separation of ils
industrial boiler business and the divisionalisation of
its main activities: Froude Consine and Froude
Engineering occupy positions in a niche market for
test equipment which often can be linked with the
Group's automation systems; and the acquisition of
Associated Water Equipment and Northern Iren and
Brass Foundry has allowed Babcock Australia to enter
the very active market in Australia for products
connected with water reticulation schemes and
therefore to be less retiant on its currently weak
contracting business.

The principal emphasis in 1985, however, was, and
continues to be, on the development of advanced
technology systems for the Group's automated
handling equipment business. Our ltalian
subsidiaries in the FATA European Group are experis
in this field and have designed various types of
automated handling equipment with different
applications, including an automated guided vehicle
{AGV), which we believe to be superior to any
equivalent system available in the world today,
Hitherto the markets for AGV’s have been largely
confined to Europe, but more recently demand for
such systems inthe USA has risen very rapidly,
particularly among the automotive manufacturers. it is
estimated that during the nextthree years the
requirements in North America of the automotive
companies alona could total 5,000 to 7,000 vehicles.
With the major vehicle manufacturers currently
upgrading their facilities using flexible manufacturing
systems based on AGV's, orders to supply more ihan
700 AGV's to the US motorindustry, worth in excess
of USS50 million, have already been booked and
several more are in the pipeline.

Automation has therefore become an important
elementin our business with substantial growth
potential, It not only embraces a large part of the FATA
European Group In ltaly, but also the Systems
Division of Acca's Material Handling Group and
Froude Engineering in North America, and Babcock
FATA and Froude Consine in the United Kingdom.
With the technology resident in Europe and the most
active markets currently inthe USA, ithas been
necessary 10 develop very rapidly in the North
American Material Handling Group the capability for
AGV software design and for training a skilled
workforce to inslall and commission the systems.
Co-operalion with the FATA Etropean Group will




allow the Systems Divisior.of the North American
Materiat Handiing Group to operate at unprecedented
high.leve!s.ol activity throughout 1986.

itis clear that Morth America again halds the best
prospects far the Groupin 1688. Although the
average rate of economic growth inthe USA is
expected to be lower than last year, the outlookis
generaliy qood for the sectors in which our
businesses aperate. The recent fall in oil prices and
the related reduction in US dollar interest rates
should provide an unforeseen stimuius. Automotive
demand has not tlackened in the first quarter of the
current year and, as yet, there are no indications that
imports will cause the predicted decline inthe
nitmber of units produced by the domestic
automotive companies.

The furniture hardware business will again perform
wellin 1986 and should furiner improve its results if,
as expected, lower interest rates stimulate demand
for new housing and, in turn, new furniture. This
sector of our business will also benefit from the first
full year's profit contribution of Faultless Caster,
acquired 31st May 1985, Control mechanisms
produced and sold by Faultless Caster have recently
been specified as a fitment on chairs for use in US
Government Deparlments, which opens an important
sales outlet.

The structure and management of the FATA
European Group has been changed and in 1986 it will
start to reap the benelit of significant research and
development expenditure which has curtailed
profitability in recent years. Not only will the orders for
AGV'sin North America provide a good workload, but
substantial new business in Russia, Chinaand India
has been developed. In addition, peak activity will be
reached on its contracts to construct factories for the
manufacture of tools and spare parts in Ethiopia.
Progress has also been made in developing food
pracessing technalogy and a major contracthas been
secured in Russia.

In the traditiona! areas of our business, world demand
for generating plant remains low. Ordering prospects
in the United Kingdom, however, are setto improve
but they have not yet materfalised because of the
long time scale of the Sizewell inquiry. The Power
Group is well-placed for work on Sizewell and the
planned succeeding stations, once the go-ahead is
given. These orders are unlikely to arise in any
significant form before the end of this decade.
Accordingly, from the end of 1986 when the current
workioad starts to decline, the Power Group must be
scaled down to a size at which it will be able to
maintain, probably for two or three years, a minimum
level of profit on amuch reduced throughput. Our
Renfrew plantis well pepared for the resumption of
orders, both nuclear and fossil, because of the
investment in facilities and through the agreement
negotiated with the trades unions for complete

flexibility in working practices of staifand manual
workers,

The first phase of the Renfrew investment, completed
in 1981, has allowed the Power Group to mave away
from complete dependance onutility boiler
manufacture. Work for the offshore industry and for
the defence field continues to take a larger proportion
of the plant’s output. The initial orders have
progressed well and resulted in repeat orders from
major US defence conlraclors, such as McDannell
Douglas and Lockheed. This diversification is notjust
ashort-term measure to fill the gap caused by low
world utility boiler orders, butis based on a policy
decision to reduce the dependence on boiler work.
Renfrew will now concen*::%g on high technology
products and, as has been reported in the national
press, we have associated with THORN-EMIto
tender for the government contract to run the naval
dockyard at Rosyth, where our combined experience
and our skills in man management make us strong
contenders for this project.

Elements of the mining equipment businesses are
currently the weakest segment of the Group.
Huwood, which operates in outmoded facilities, has
been badly affected by the buying policy of the
National Coal Board in the aftermath of the

miners' strike. It is appéirent that Huwood should
operate profitably on a smaller scale and
reorganisation plans involve its rehabilitation into a
new custem hiilt lactory, linked withachange to
fiexible practices by all employees. | am convinced
that Huwood's business can again be made
profitable,

The process plant contracting companies improved
their profit contribution in 1985 and further
consolidation wil! oceur in 1988. Claudius Petersin
Germany, which has returned to profit, has become
an integral part of the Contracting Group of
companies and has agood order book to carry it
through the current year.

We foresee little change in the markets of the rest of
our overseas companies. Babcock Africa is operating
in aweak economy, but its business is at present
dominated by the Lethabo power station which is
progressing very satisfactorily with the first unit
already operating at a high parformance. Demand for
major plant installatior.s in Australiais also extremely
weak, but our new acquisition, servicing the water
reticulation industry, is very active and should sustain
profitability in that area.

To summarise, in our United Kingdom based
businesses, activity in 1986 will be maintained at
approximately similar levels to those of last year.
Profitability is planned to improve as a result of
specific actions already taken. Whilst there is
necessity for defensive action in some areas, our
strategic plans are essentially aimed at growthin the

Babcock



Statement by the chairman: Lord King

conhir g

medum and longer terms. Most ci the Group’s
activities have undergone change in recent years to
meet the vigorous challenge of more competitive
markel conditions. In addition 1o the long term plans
for stabilisation and then growth of the Power and
Mining Sroups, increased expenditure an research
and development has been incurred, foliowing
detailed product reviews in each of our companies.

The strength of the North American businesses, the
specific opportunity in automation and the
commitment to improve performance in the
remaining woak areas will give rise to organic growth
which,  am convinced, can be further augmented by
continuing the successful acquisition programme of
1985 when the right opportunities ocaur.,

Ordinary dividend

Your diractors recommend the payment of afinal
dividend of 4-4 pence per share which, when added
to the interim ordinary dividend of 4-0 pence per
share paid on 14th October 1985 would make a total
payment of 8:4 pence per share (1984: 8.0 pence

per share) for the year. Assuming payment of the
praposed final dividend, the total ordinary dividend
for the vear will have been 2:3 times (1984: 2.0 times)
covered by earnings.

Her Majesty Queen Elizabeth The Queen Mother,
vigiting the Babcock sland at The Royal Society.

The displays demonstrated the principles of explosive
welding using remole-conirolled anudpment,

Photograph by Bnush Pololoum

Capitalisalion of reserves

The ditectors also propose 1o recommend for
approvat at the annual general meeting a
capitalisation issue of shares on the basis of one new
ordinary share for every ten existing ordinary shares
held atthe close of business on 25th April 1986, The
new shares will not qualify for the final dividend
recommended for 1985,

Directorate

Mr Donald Parvin, an executive member of the Board
since June 1972, resigned his position as Deputy
Managing Birector of the Company on 11th February
1986 to accept the appointment as managing director
of another publicly quoted engineering company. We
are grateful to Mr Parvin for the valuable ¢ontribution
which he made to the Group and we wish him every
success in his new appointment,

Acknowledgeme:ittoc employees

The continuing recrganisation and modernisation of
the Group's businesses places considerable burden
and stress on our managers and employees
throughout the world. Their dedication has enabled
the Grounp to respond with vigour to the increasingly
competitive challenges encountered in our markets.
On behalf of the Board and the shareholders, 1 wish
once again to express our sincere appreciation of
their loyalty and support.

KING

i

" NGIPLES OF EXPLOSHE WELDING

LA

r
i




Babuock wmimanen pie and subr 5 ary compames

Review of operations by the managing director

Group summary

The exlern2! turnover of Group companies in 1985
totaited £1,098.9 million (1984: £1,129-8 million —
adjusted £984-0 million™) and trading profit amounted to
£33-6 miltion {1984: £31-5 million — adjusted

£26-8 million™). The trading profit is stated after
deducting £4-8 millior, (1984: £5-7 million) in respect of
redundancy and reorganisation costs and excluding
from charge £:6-0 mitlion (1984: nil) of pension fund
contributicss, foliowing an actuarial valuation of the staff
pensiorn scheme 4t 318t December 1984 which
revealed a substantiai overfunding.

The large differences batween the actual and the
adiusted figures for 1984 reflect the major movements
in exchange rates which occurred during the course of
1985, materially alfecling the translation of foreign
currencies into sterling and the year on year
comparisons of trading performance. The currencies
which had the most significant effect on the Group were
the US dollar, which depreciated 24 per cent against
sterling, from $1-16 to §1:44, and the Snuth African
rand, which depreciated 64 per cent from R2-30 to
R3:78.

On a currency adiysted basis, interest costs at

£5-3 million (1984: £6-0 million — adjusted

£5-4 miflion™ were little changed, despite an increase in

Group borrowings Alter crediting £5-4 million (1984:

£5-6 million — adjusted £5:6 miliion”) in respect of the

Group’s share of profits less losses of associated

companies, the profit before taxation for 1985

amounted to £34-5 million (1984: £31:8 milhon —

adjusted E27-4 million™).

* The adjusted hgures for 1084 reprosent the respective
amounis reporled for that year after translating tha foreign

currency elamants therein inlo stering al 1985 rates
of excharnge.

Taxation of £10-4 million {(1984: £11-7 million} on the
profits of the year represents a net effectivo rate of

301 per cent {1984: 36+9 per cent). The reductionin the
netelfective rate of charge reflects the proporiionately
higher contribution o Group profits by companies
whose earnings are siift sheltered from taxation by
uncbsorbed past losses. These are principally the
subsidiaries in the USA and Claudius Peters AG which
returned to profit in 1985,

The geographical analysis of turnover shows that 72 per
cent{1984: 75 per cent — adjusted 72 per cent”) of the
Group's business was conducted with customers
resident outside the United Kingdom, including exporls
by United Kingdom companies ata new record of
£185-8 million (1984: £160:7 million). Turnover of the
United Kingdom companies increased 13 percentin
total and these companies together contributed 43 per
cent of the Group turnover, compared with 37 per cent
(adjusted 43 per cent”) in 1984,

North America again featured as the best outlet for the
Group’s products. In dollar terms, sales by our
companias in North America increased 14 per cent,
although the distorting effects of exchange rate
movemants on currency translations make it appear
that there was a decline.

Despite the weaker dollar, the North American Group in
1985 was again the major contributor to trading profit by
a substantial margin. Expressed in local currency,
trading profits increased 77 per cent from $17-8 million
to 8315 million. The principal constituents of the
improvement were S7-0 million from loss elimination in
the Process Control Group and the Products Division of
the Material Handling Group and $4-4 miillion from
Faultless Caster for the first seven months of its
ownership, In total, 70 per cent (1984: 62 per ceni—
adjusted 57 per cent™} of Group trading profil was
generated by overseas companies. The decline in
contribution by the United Kingdem operations was
chiefly attributable to the downturn in trading results of
the UK Power Group and the mining equipment
businesses of the Industrial and Electrical Products
Group.

The fall in profit in the UK Power Group had been
predicted, in view of the thanging pattern of workload,
and was wholly in line with expectations. On the other
hand, activity in mining equipment had been expected
to recover after the end of the miners' strike, but alow
order volume curtailed profits generally and induced
losses in Huwoaod. New management in the Process
Control Division of the Industrial and Eledtrical Produtis
Group succeeded in correcting cost averruns on
contracts and improving overall performancs, Changes
made towards the end of 1985 in the management of
Dataschaltin Germany, however, could not prevent
losses in that company. Simifarly, in the clectrical
distribution businesses, and panicularly in W1ipp and
Bourne, improvements in otder inlake came too late

Baboock
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Review of operations

conlirued:

in the year to slfow recovery from amarginal loss
position, The Manufacturing Division, which includes
Gloucester Railway Carriage & Wagon Company and
the-wire equipment activities, was again profitable.

In.the Contraciing Gr-up, piofits ware earned by alt
the principal busingsses, with Babeeck
Woodall-Dugkham continuing as the major
contributor. Cast overruns ancontracts affected the
trading results of Babcock-Moxey, but gaod progress
was made by Ames Crosta with the elimination

of losses.

Qverseas, Claudius Peters benefited from the
rationalisation prongramme effected th 1984 and
returned to profit, butin Australia, where thewerkload
was extremely fow, poor performance in the execution
of two contracts was sufficient to produce asmall
negative trading result, In South Africa, ESCOM
exerclsed its option to defer the delivery and
consiruction of the final two boiler units for the
Lethabo power station, The consequential impact on
trading profits, however, was totally compensated by
anincrease in interes! income, so that pre-tax profits
in rand terms were maintained at a similar high level to
1284, The benefit of these profits unfortunately was
saverely eroded on translation into sterling by the
substantial depreciation in the rand exchange rate.

iviuch had been expecied of the FATA companiesin
1985, but their overall performance was a
disappointment. Factors which had a significant
impact on their results were alarge bad debtin ftaly,
the costs of closing the Babecock FATA Limited factory
at Milton Keynes and relocating the activity on the
Froude Consine site a1l Worcester and initial losses in
Froude Consine in completing contracts on hand at
the date of acquisition. Moreover, the concentration of
all available resources on the development of AGV's
and related automation systems was extremely costly.
Howevear, asuccessful automation system has been
designed and the heavy expenditure incurred on
research and development in 1985 is already bearing
fruit and should resultin enhancad business
opportunities in future years.

Our associated companies experienced mixed
fortunes in 1985. ACC-Babgock Limiled in India
continued {o trade at a loss. The share of loss brought
into account was restricted to the carrying value of the
investment, which has now been totally written off in
our books, This was cushioned by considerably
improved profits in Babceck-Hitachi KK.

The capital cost of new plant and facilities installed by
the Group in 1985, ar in course of construction at the
end of the year, totalled £31 million, including

£4 million which wag the subject of leasing
arrangements. Of thig amouni, £15 million related to
assets in the Unitéd Kingdom, New business
acquis'tions cost a furth&r £33 million, bringing the
total expenditure on capital account to £60 million,

Cash generat:on during 19585 was not sufiicient o
cover the total cost of capital expenditure and naw
investments and, as czn be seen from the source and
application of funds statement, cash flowin 1985,
mezasured at constant exchange rates, was anegative
£44-8 million. The swing from the strongly positive
position of the years 1981 to 1984, when cash
generation totalled £72-0 miltion, was caused by long
term contracts reaching completion and not being
replaced by contracts with similar terms.

Following the introduction of Statement of Standard
Accounting Practice No 22, it was necessary to
change our policy of accounting for gooduwill in 1985,
Atthe start of the year there was anet negative
goodwill balance of £3-2 mitlion. Purchased goodwill,
relating to the acquisitions in 1985, totalied

£4-3 million. These two amounts, netting to

£1-1 million, have been written off the balance on
profit and loss account as a balance sheet transaction.

A further £21-9 million was written off retained
earnings as a result of re-stating the sterling values of
the net assets of our overseas companies atthe
respective rates of exchange ruling atthe end of 1985,
With a profit retention of £13-3 millien, there was
accordingly a reduction of £9-7 million in reserves.
This reduction in reserves, combined with the
decrease in liquidity caused by the negative cash flow,
had the effect of increasing the gearing ralio from

25 percentat the end of 1984 to 48 per certat the

end of 1985.

Hwange power station, showing stage Il under
construction for the Zimbabwe Efectricity
Supply Authority.

TR
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UK Power Grotp

1985 1984
Turnover (£°000) 282,482 254,173
Trading profit (£'000) 5,017 10,698

Orcaring of large power units in 1985 continued ata
low leve! thraughout the world, but there are signs that
condilions are starting to improve. The large margins
between installed generating capacity and consumer
demand, which have existed in all the developed
countries, are narrowing because of increasesin
demand and the need to take ald plant aut of service.
Orders in the United Kingdom have been delayed by
the Sizewell Inquiry. The UK Power Group is well
positioned for a PWR atation at Sizewell, with orders
worth mare than £80/nition already conditionally
awarded, subject only to the Government's decision
to proceed after the Inquiry report nas been
published. The SEGB's current predictions indicate
very significant ordering in the period of five years
following the start of work on Sizewell, both foran
on-going programme of PWR's and for coal-fired plant
to new design. This 7,000 to 8,000 megawatt
programme contrasts with 3,300 megawatls ordered
in the last thirteen years.

in the absence of a large boiler contract, orders
booked in 1985 were equivalent to only 50 per cent of
annual turnover, reducing the arder backlog to just
over one year's workload. The policy of concentrating
on advanced technology continues to provide high
added value work for the Renfrew factory and the
proportion of non-boiler orders executed for sectors,
such as defence and offshore, is steadily irending
upwards. The relatively shorter delivery times of this
work have changei the product mix and resulied inan
order backleg iower than has been customary.

The third 660 megawatt boiler at Drax came on load
ahiead of psogramme, following the pattern set by the
first two. Sitnilarly, the first of the four 677-5 megawatt

I SR

units gt the Castle Feak ‘B station in Hong Kong <ame
on load four months ahead of the conlract programma
and 1s running steadily at over 700 megawatts.

The six 600 megawatt units for Lethabo had tobe
designed for use with very poor quality coal,
necessitating a much larger than normat furnace with
specially developed burners, Commissioning of the
first unit has dermonstrated that the design parforms
well,

The Group expanded in 1685, following the
acquisition of Robay of Lincoln Limited and the Towler
yoiler business, The purpose of ihe Robey acguisition
was to facilitate imple mentation of a strategy to enable
the Renirew factory to concentrate otily on high
technology manufacture. Accordingly, the shell boiler
business will be centred in Babcock Robey, asithas
been renamed, and the manufacturs of all the Group's
small boilers, including Compo and Fluidburn units,
Babcock Worsley and Towler designs, will be carried
out at Linceln. This rationalisation will also help the
Group to contend with the present difficult conditions
in the market for small coal-fired boilers caused by low
oll prices.

Atlantic Power and Gas, recently renamed Babcock
APG, continues to expand its activities in the North
Seasupported, where necessary, by the high
competence of the UK Power Group in research and
development, design, inspeciion and manufacture.

A very significant agreement has been entered into
with the Renfrew workforce, which will achieve
complete flexibility of working in both manual and
office staff areas over a two year period.

Bottorn left; A nuclear reaclor pressure vessel for 2
Trident submarine leaving the machine and assembly
shops at Renfrew.

Bottom right: Castle Peak Power Station, Hong Kong.
The 'A’and ‘B’ stations are designed lo give
4110 megawalts of new generaling capacity.
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Beview of operaiions

COnhnLes
Contracting Group

1935 1984
Turnovei (EGOO; a0.062 76,578
T{qding__;_:m_ﬂ_!: @'GOO) 3678 1,828

Further progrecs was made by all units of the Groupin
1985.and in some cases the improvemeant achieved
was significant. Babcook Véaodall-Duekharn, in
particular, had another succassful year, An expanding
order book has fed to substantiai growth and the
company naw has a process plant design capability n
excess of one million man hours per year. Nuclear
engineering contracts formed a large part of the
workload and a further order {rom British Nuclear
Fuels was placed towards the end of the year. The first
phase of the company's major coke oven project for
Acominas in Brazil was successiully commissioned
and the second phase is being prepared for operation
in May 1986, Work on the catalytic rich gas plantin
Hong iKong is proceading to schedule, Other ord~
received included the design of coal gasificati. . ulant
in China, further work associated with the NC8 coal
liquefaction plant at Point of Ayr, arevamp of the
titanium dioxide plant for SCM Chemicals, alangtill
gas extraction scheme for Blue Circle Industries and
an NPK fertiliser plant for Scottish Agricultural
Industries. Tha variety of this work dernonstrates the
success of Babcock Woodall-Duckham's policy to
operate in a wide range of activities.

Ames Crosta Babcock's efforts to increase its share of

equ gmentareshowing results. EXpenenco it up
averihe (zet ten years (noveiseas turekay contracting
inthe water and sewage field llowed the company 10
take zdvAntage of cppertunities in the home market
during 1985, when orders for two sigrificant turnkey
water treatment plants ware secured. Overseas,
major new business has been slow to matenalise
following recuctions in infrastructure expenditure
throughout the ci preducing countries of theMiddle
East, which have been the main export markets {or
Amesuiosta over the past decade. Reverse osmosis
remains one of the company's strengths and in 19852
major order for areverse osmosis plant to supply
water for the island of |.anzarote was obtained in
association wilh Cadagua of Spain.

Babcock-Moxey completed the instaliation of two
continuous ship unloaders — one for Castle Peak
power station in Hong Kong and the second {or British
Steel Corporation works at Port Talbot, Both machines
are in operation and performance trials are in
progress. A third machine, also at Castle Peak power
station, will be putinto operatior: during 1986. The
installation of a circular storage/homagenising system
at the: National Goal Board Hem Heath colliery was
corpleted at the end of 1985 and performance

The interior of the pump house at the CEGB Didcot
power station, showing part of the new pumping system
designec and inslalfed by Babcock Hydro-Preumatics
Limiter’, Dust slurry for the four 500 meyawatt boilers is
pumped via a 7-6 km pipeline to disused gravel pils,
Y R 7
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A reverse 0smosis ssa water desalination unit supplied to
Vickers Shipbuilding and Engineering Limited by Ames
Crosta Babcock Limited for the type 2400 patrol class
submarine,

tests have commenced, A contragtiora hlending
system in Talwary was won against fierce Japanese
competition and, in conjunction with Babcack
Engineering Contractors in South Africa, an order was
received from the Anglo-Americar Corporation for a
surface mining plant to remove overburden at the New
Vaal open-cast mine. The iarge rapid loading station,
incorporated in tHe Sedby mine surfacs handling
contract, Is now fuily operational and stands as a good
reference plant.

Babcock Hydro-Pneumatics was active in 1985
commissioning major projects throughiout the world.
Large furnace ash submerged chain convayor systems
were successfully put to work at Lethabo in South
Africa, Castle Peak and Suralaya in Indonesia, The bulk
cement sidrage silo installations provided by Claudius
reters Limited in the United Kingdam were also
successfully commissioned.

Babcock Electrical Projects had another successful year
which saw cornpletion of sub-staticn contracts in
Dhamar and |bb, North Yemen, together with the survey
for a further rural electrification contractin the townships
of Amran and Bajil. Delivery of the equipment for the
latter contract will take place during 1986. The large
rural electrification contract for the State of Benue,
Nigeria, is progressing satisfactorily and all designs
have been completed and presented for approval,

industrial and Etectrical Products Group

1985 1984
Tumaver(£'000) 114,897 100,227
Trading {loss) (E°000) (2,655) {160)

The Process Control Division maintained good
progress throughout the year on instrumentation and
contrel systems fcr the Heysham and Torness nuclear
stalions and Castle Peak ‘B’ power station, The latest
design of control system, BACUS, forindustrial boilers
was well received and its prospects appear excellent,
Rationalisation of activities resulted in the closure of the
Welwyn Garden City site and transfer of its operations
te Croydon, Dataschalt GmbH, in West Germany,
successfully completed instrumentation and conirol
systems for a semi-submersible repair vessel.

In the Electrical Distribution Division, Whipp & Bourne
received orders for the suppty of breakers for US Nawy
surface vessels as well as major contracts for Mass
Transit System D C Switchgear in Hong Kong, Australia
and the United States, While these orders providea
core workload for the future, they were received too late
in 1985 to avoid the implementation of a redundancy
programme. Woden Electrical Froducts suffered from
the downturn in the home computer market, but
reorganisation and rationalisation of the product range
has improved the market position and work was
commenced on the development of control systems for
defence applications. Babcock Transformers
performed well and received a number of major
contracts from overseas.

The General Manufacturing Division, which returned to
profitin 1984, further consolidated its position with
much impraved results. Babcock Wire Equipmentwas
particularly active in export markets, shipping braiders
to Russia and India, wire drawing machines to China
and Trinidad and Conform machines to the USA, ltaly,
Korea, Japan and Shianzhing in China, where the major
order for a Conklad 350 machine was delivered ahead
of schedule. Orders for Conform machines increased to
£2-5 million in 1985, providing arecord high backlog for
the start of 1986, Babcock Gears tnanaged to remain in
profit, allhough turnover was affected by reduced
demand from the Group’s mining equipment
businesses. Gloucester Railwa Carriage & Wagan
Company responded to the workload provided by the
Gabon Railways' order for bogies received in 1984 and
produced better results. Howevet, it still faces the
problem of depressed economies in the developing
countries and, although several promising tenders
remain outstanding, no major new orders have

been received

Babcock
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Review of operations

Them - agegeamentegmpanescontnued tosutipnin
tha aftermath i the mungrs strae w ha United
Kingdsm. byt roverthoss embarked uponthe
necessany restructunng progranme o meetchang vl
mareels,

Chan b0 derground dunng the stuke
datenoraled less than onthe oceasions ol previous pit
closures. The surge m replacement orders miho Jund
quarter was therelare shori-lwved. As aresult, the
National Coal Beard started de-stocking as weiias
reducing the usage of chain, Accordingly, Parsons
Chain was abtle fo achicve oniy amodestincreasa in
shipments over the low home sales volumes of 1984,
Moreover, surplus chain making capacity in Eurepe
depressed export prices, In the USA, however, ancw
world record for output of coal from one face was
established, using Parsons’ chain, which followed the
European record achieved with our products at the NCB
Kilingley colliery earlier in the year.

Inclustrial chain sales in the United Kingdom held up
well, but exporis were marginally iower despite the
introduction of new producis aimed specifically at those
markels,

Huwood Electric continued on a path of steady
improvement and moved into profit. Export business
was substantially higher and further growth is expescted
in 1986.

The company most seriously affected by the miners’
slrike and its aiter effects is Huwood, where an overall
reduction in volume and margins, coupled with
exclusion from sharing in an NCB contract, resulledin a
substantial loss. There 1s no doubt that Huwood has
good products, hut needs to become more compelitive,
Costs are being taken out of the business and, following
an agreement to introduce flexible working practices,
plans have been developed for restructuring the
company, including rehabilitation with modern
production facilities.

Research and developmeni conlinues to be given
priority. Advancas in the designs of belt conveyors and
armoured face conveyors are being made and the use
of CAD/CAM systems extended. Considerable
attenlion is also being given lo quality and Huwood was
the first major supplier to receive joint approvai to
BS.5750 from the National Coal Board and British
Standards inslitute.

Bottom feft: A Bubcovk mining compatibuity treal, prior to
underground instaliation at o National Coat Board mmnie,

Bt Ay onadeon sl puesere e barspheat roatod - involving Huwood mining supports and Huviood
C e budeesnig Cgn e e ptegn oy rmourcd Kce Conveyors Idted vath Parsons” o amd
A e L T RIS LN T IO SLN tamn imud-be e fight bars
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Overseas Group

1935 1984
Tutnover (€000} 145876 203241
Trading prafit (£000) 1,760 1968
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The South African economy was in deep recession
throughout 1585 but, despite the resultant fow order
intake, the Babcock Africa Group performed extremely
well, measured interms of local currency. Most ol the
profit was earned from pracessing orders received in
priar years. A significant devaluation of the rand in the
international currency markets, however, substantially
eroded the sterling transiation of this achievernent,

Babcock Engineering Contractors, the Africa Group's
mair contracting arm, produced excellent results, The
first of the six 600 rmagawatt units for the Lethabo power
station praved highly successfut and was handed over
to ESCOM on schedule in December 1985. The second
unit will be complatedin June 1986, The exarcise by
ESCOM ofits contractual option to defer units5and 6
reduced trading profit, but BEC derived substantial
benefit trom interest on surplus funds, placed on
deposit at highinterest rates, which were available in
South Africa for most of the year.

Babcock Industrial Contractors, which engages inthe
Groug's non-boiler contracting activities, operated at
close to break-even, mainly as a result of cost overruns
on contracts in the Ames Crosla water and sewage
treatment business. Babcock Triplejay, which was
particularly hard hit by the downturn in the economy in
1984, had to contend with worse trading conditions in
1985 as the . ecession deepened in the civil engineering
and building industries. Losses were incurred in spite of
further reductions in statf and running costs.

Babcock Australia's traditional engineering and
contracting businesses experienced another difficult

year aflowinvestment tn new plantand eguigment by
Austrzlian mdustry, Efforts to expard activiiesinto
South-East Asia were encourRgng. but nosignificant
new orders resulted. Action was laken to consolidate
fi:e company’s operativns and reduce overhesd costs,
The two Queensland based businesses acquired
tcwards the end of 1985, Assotiated Water Equipment
and Northern iron and Brass Foundry, have enjoysd
consistent growthin recent years and should make a
strong profit contribution in 1986.

The Claudius Peters Group returned to profitin 1985,
greatly assisted by the steps taken in the previous year
to reduce etafling levels in the Hamburg based
contracting company. In spite of the continuing
depression in the worldwide plant contracting business,
this company achieved a 20 per centincrease in order
intake, wilh ptant for gypsum and other building
materials more than ofisetting the dedline in cement
and refinery heaters. Difficullies on the part of
customers in arranging finance continuedto be a
problem, delaying the placing of orders and causing a
shortfall in engineering load early in the year. This
problem had a similar effect in the manufacturing
subsidiary and, despite the savings made by
concentrating activity on one site, Claudius Peters-Este
achieved litlle better than a break-even result,

The French subsidiary returned to profit and the
Spanish subsidiary also performed well, Lack of activity
inthe American cement industry continued to cause
problems for Claudius Pelers Inc.

Bottom left: Cast pipe fittings for water relictiation
systems awaiting shipment from Northern lron and Brass
Foundry at Innisfail in Queensiand, Australia.

Bottom right: A 1,000 ton per day plasler plant designed
and built by Claudius Peter AG for the Egyptian Gypsum
and Marble Company at Alexandria, Egypl.
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Review of operations

Morth American Group

1985 1984
Tumover (€000} 382083 415951
Trading profit (£ 000} 28w 15350

The USA and North America continued 10 enjoy
favourable trading condiions in 1985, Strong consurmer
spending was mamtained at shghtly lower levels thanin
the previous year, but was more focused on automolile
purchases withless emphasis on furnilure. Lower
interest rates stimulated an improved environment for
capital equipment in general and both the Material
Handling and Process Conlro! Groups benefited
significantly from increased demand, coupled with
management changes.

Segments of the North American Group dealing in
consumer products tended to mirror the changesin the
US economy, with the Autemetive and Furniture
Hardware Divisions of Keeler Brass, in particular,
corresponding closely 1o the economic Bends, Both
these divisions were again major contributors in 1985
but, while turnover modestly increased, trading profits
were marginally lower in each case. The furniture
hardware aclivilies were supplemented in May 1985 by
the acquisition of the Faultless Caster Corporation. This
company ranks among the leading manufacturers in the
waorld of castors for attach~ .ent to industrial, office and
domestic furniture and equipment. It also produces
diecast decorative hardware for furniture and, in
Canada, Faultless-Doerner manufactures bases and tilt
and lift control mechanisms for chairs. For the seven
months of 1985 thal they were in the North American
Group, the Faultiess companies contributed almost
$40 million of turnover and $4-4 million of trading profit.

The increase in automobile production in North America
alzo benefiled the Cable Controls Group. The
Automobile Division achieved record results and the
successiul acquisition of an industrial cable control
product line from Teleflex Inc was a major factor ina

26 per cent increase in turnover of the Industrial

Top left: Faultless-Doermer produces nastors, chair
conlrols, and bases for all lypes ot applications, such as
the adjustable foot ring base for use on draughting stools,
—— , ; : industrial seating. var stools, or any application requiring
aaEeee | ' AR _ elevated szating.

‘ ) Cantre lefi: A selection of lunctional and decoralive
autornolive hardware manufactured by Keeler Brass
Company.

Boitomn left: In sland-alone systoms, or network
configurations, the compac! TELEMETROLL modet 3350
is the most cost-effective solution to remote data
acquisition and conlrol requirements in a broad range of
industries.
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PraducltsDivision. improved performances by

BWP Controls in the United Kingdom and

La Télédynamique in France pregucad unprecesiented
high lavieis of turover and trading profit for the
Eurcpean Division. BWP's gramti wag based upon
strengithening demand for iis pitented auto-adjust
clutch cables.

Tha highlight {or the Material Handlinx Group in 1985,
and ong of the most significant events of recent years,
wagthainitlal success of tha FATAYAcco joint venture
for offering AGV's 1o the US markeiplacss, Automolive
companias, parliculary General Motors, accqunt for
atrmost 80 per centof currant demand. Co-ardinated
efforts to penatrate this market began lata in 1984 and
tad to the award in 1985 of two major contracts for body
welding systems in General Motors2ssembly plants.
Excellent progress has been made on both these
coniracts, A further caontract, valued in excess of

$33 millian, represents one ofihe largest orders lor
BG\'s aver placed in fhe USA, This contract will be
axecuied as to approximately two-thirds by FATA
European Group and one-third by the Frederick,
Maryiand fagility of the Material Handling Systems
Division, [n the Products Division of the Material
Handling Group, management changes, reorganisation
and the beginnings of a market recovery combined {0
position this business for profitable operation in 1986,

The Chain and Forged Praducts Group achieved an
increase of 17 per centin trading profit on marginally
less turnover thanin 1984, The domestic chain indusiry
inthe USA and Canada as a whole experignced a
decline in activily due to continued depression in their
major markets. However, as aresult of innovative salei
programmes, the American Ghain Division succeeded
inIncreasing its market share. The Welland Forge
Diviston also experienced a sharp downiurnin s
traditional markets, especially those involved with
heavy truck components, but compensated for the loss
of that business by successfully bidding for orders to
supply forged products for military tanks.

Bristol Babcack Inc, as a result of increased instrument
sales, cost reductionschemes and improved
management of its systems business, returned it
process control and insirumentation operations to
profit, To a large extent, the improvementin
performance was the outcome of a strategy, formulated
in the middle of 1984, to focus on telecontrol products,
amarket segment where the company enjoys a
favourable repuitation.

—— e e e e e

FATAEyropean Group

1985 1384
Tumaver {£'000) 93,548 79,584
Trading {loss)/prokt (£'000;) {982 2,052

s

High costs of redesigning prototype modelsof AGV's
encustomers' sites, together wath the rationclisation
and reorganisation of the United Kingcom busingss and
warking oftlosses on contrasts taken over with the
acquisition of Froude Consine, combined fo preducea
disappointing result for the FATA Eusopean Group it
1985. However, the success achieved in developing
highly versatile automatien systems to suilthe cutrently
ererging demand of the market is evidentinastrong
order book,

Amajor part of FATA Industriale’s resources is now
devoted to the AGV contracts Jor General Motors and
deliveries are proceeding 1o schedule, Continued effort
is being applied to improving and refining the
electronics of the AGV to maintain FATA's lead inthis
figld. In addition to contracts for AGV's, FATA Industiiale
alse obtained in 1985 orders for the supply and
installation of conventional welding lines for Daewoo,
Audi and Skoda. Good progress was méade on projests,
valued at US$50 million, to construct spare part  nd
tools lactories in Ethiopla, although some of the work
programmes were late starting due to delaysin
completing formalities with government depatiments.

A lypical Engine Testing Stand supplied by Froude
Consine incorporating engine handling, engine docking
and compuler controfied power test. This system,
installed at Ford's Bridgend Plant, has béen In operation
for more than five years and has now tested over two
milfion engines.

7




Review of operations
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Miooow and plane for Frocesengerdpnnrng
carchoardmKiey Thene grosetarescheduedta b
commsaoned 1n 1936 Contracts complatod i 1965
inchuded an Guminwn plantin Maaysaens redstan
plant for alurimum ol China. Solar mstalations are
scheduled for comp'etion duning 1936 1n Renya and at
Lemmngrad, Sigrificant contracts recewed by New
Hunter Engineening inviuded arders: frorm China and
India for alumenium ccld ro'ling mili equipment and o
milk earton manufactunng system for Kiev. Efforts by
the Foed Divigion to combme in turnkey contractsits
own technology with new faod procassirg wectnology
ol specialist partners have succeeded with the award of
acontract for zplant in the Soviet Union o process and
package UHT milk, As an extensian of this activily, New
Hunter Engineering has undenaken for Russian clients
design angineerag projects in the field of food
preservation and related food processing machinery,
which could have interesting prospects in that country,
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The; acquesion of Froude Cansine in February 1985
edicduced anactaty which vas a natural combination

v. 21 FATA's business. There are several apphications jor
handling equipment, ncluding AGV's, in the enging
testing facihities destgned by Froude Consine and
orders were received in 1985 for such machinory from
engine manufacturers in North America.
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BabcockInge nuional ple and subsdary companes

Reportof the directors

The directors submit their repurt and the audited accaunts for the financial year ended 26th December 1885,

Principalactivities

The principal activities of the Group are in contracting and the manufacture and supply of engineering products
and equipment to manufacturers and users of capital goods. A broad description of the Group's more important
activities is given opposite page 1, and references to their business and financial periormance in 1985 are made
inthe chairman's statementon pages 6 to 8 and in the review of operations on pages 9to138,

Profits and dividends £000 £000

The profit attributable to members, before extraordinary

tems, is 23,954

from which has o be deduciad:

extraordinary items 392

leaving a profit of 23,562

from which has to be defacted:

preference dividends 66

final dividend for 1984 paid on new ordinary shares

Issued between 27th March and 26th April 1985 1

interim ordinary dividend of 4-0p per share paid on

14th October 1985 4,862 4,929
18,633

the directors recommend:

alinal divigerid of 4-4p pershare 5,350

leaving & balance to be transferred lo reserves of 13,283

Acquisitions

Froude Consine Limited/Froude Engine&ringinc

As reported last year, Froude Consine Limited and Froude Engineering Inc were acquired by Babcock
Contractors Limited and Babcock international Inc respectively on 26th February 1985. Adter evaluation of the
net assets in accordance with the terms of the acquisition agreement, and inthe light of subsequent
information, itis clear that no further payments will be required toincrease the consideration above the amounis
of £4,031,000 and US51,281,000 paid on 2Eth February 1985.

Faultless Caster Carporation

On 31st May 1985, Babcock international Inc purchased frgm New Axia Holding Corporation the whole of the
issued share capital of Faultless Caster Corporation fora cash consideration of US$33 million. The assets
included the whally-ownead subsidiary, Faultless-Doerner Manufacturing Inc of Canada. The purchase was
financed by short term dollar borrowings.

Robey of Lincaln Limited

By an agreement dated 12th July 1985, Babcock Power Limited purchased for cash from Firsteel Limited, a
company in the Lonrho Group, the whole of the issued share capital ef Robey of Lincoln Limited. The total cost
of this acquisition, including the discharge of borrowings, amounted to £2,351,000. This company will operate
as part of the Babcock Power Group and will trade under the new name of Babcock Robey Limited.
Assoclated Water Equipment/Northern Iron & Brass Foundry

On 315t October 1985, Babeock Australia Holdings Limited, in asingle transaction, acquired from private
owners the businesses of Associated Water Equipmentand the Northern Iron and Brass Foundry, The
consideration, payable in cash, was based on the respecive net asset values of these businesses at 3%t
October 1985 and amounted to A$8,952,000. Of this amount, instalments totalling AST7,952,000 were paid on
a31st October 1985 and 20th December 1985 and the balance of AS1,000,000 is payable on 31st Cctober 1986,

Babcock

19

e 5




e e b T T S

Report of the directors

centirued:

Directoic.

The names of the directors are set out on page 3. The following also served as directors during the year:
A.J. Taylor retired on 31stMarch 1985

R. G. Middleton retired on 24th May 1985
£. A. Madenski ratired on 8th Cclober 1985
D. Parvin resigned on 11th Febiuary 1986

The directors refiring by rotation are SirFrank Cooper and Sir George Jeiferson who, being efigible, offer
inemselves for re-election. They are non-executive directorsand do nothave service contracts.

In the last repart of the dirgctors it was stated that Mr G. S. Stone had intimated that he would refire from the
Board atthe ¢lose of the next annual general meeting. The Board has, however, asked Mr Steoe toremainin
office to maintain continuity in view of the changes in the Board that have recently taken place.

Directars’ interests

None of the directors was matenally interested atany time during the year, orat the year-end, in any contract
with the Company or any of its subsidiaries which was significantin relation to the Group's business,

The interests, all of which are beneficial, of the directors and their families inthe share capital of the Company at
{he dates shown were as follows:

20th December 1985 30th December 1984
Ordinary shares of 25p Ordinary shares of 25p

Lord King 1,153,900 1,153,900
Sir Frank Cooper 1,650 1,650
M. R. Hoffman 2,100 1,100
R. H. Campbell 15,400 15,400
A.T. Harvey 1,000 Nil
Sir George Jefferson 2,200 2,200
B. J. Knightley 55,000 55,000
The RtHon C. E. Parkinson 2,500 Nil
D. Parvin 44,000 44,000
(. 8. Stone 22,000 22,000
At 20th December 1985, directors held options to subscribe for ordinary shares at 155p per share as follows:
Ordinary shares of 25p
M. B. Hoffman 200,000
R. H. Campbell 104,250
B. J. Knightley 108,750
D. Parvin 111,000

M Parvin's option over 111,000 ordinary shares lapsed when he left the Company on 11th February 1986,
Thers have been no other changes in the directors’ interests since 29th December 1985.

Research and development

The Group's management recognises the emphasis which needs to be placed on research and deveiopment
aclivities to enhance, or simply to maintain, the competitive position of the Group’s products and processes in
their respective market places. For this reason, research and development projects feature 5% an integral part of
thi Group’s business planning procedures.
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Fixed acsets

The Group's properties were purchiased at various. dates overanumber of years and some have singe been
revalued. Thelr aggregate present value is vonsidered by the directors to be in excess of their bock values at
28t December 1985, The amount of the excess cannotbe ascertained without a complets revatuation, the
expense of which is vonsidered not to be justified.

The movement in fixed assets during the year and information on property revaluations are shcwn in notes 14 ta
16.onpages 3210 34,

Donations

Donations made by the Group during the year for charitable purposes in the United Kingdom amounted to
£35,497. A donation of £10,000 to the City and Industrial Liaison Council may be considered to have been niven
for political purposes. as defined by the Companies Act 1985.

S

Employment of disabled persons

The policy and practice of the Group is to seek to encourage and assist the employment of disabled persons,
subject to their ability to perform the duties of the job without exposing themselves or other employees to
abnormal risk, The training. career development and promotion of disabled persons is similarly encouraged and
assistad. Arrangements are made, wherever possible, for retraining employees who become disabled to
enable them to perform work identified as appropriate to their aptitudes and abilities.

Employeeinvolvement

The Group operates worldwide and is committed to employee involvement. This is not only beczisse Group
companies alm to be first class employers, but also because it is goad commercial paticy 1o give amployees the
opportunity to contribute towards the success of the Group. Qur employment policies are deslgned to maet
local conditions and requirements and are based on the best practices of each country in which we work, In &}
instances these policles encourage the provision of employiiient opportunities for women, racial minorities and
disabled people.

In addition to trade union negotiating machinery, joint consultative committees are in operation in many parts of
the Group within the United Kingdom. The committee siructure also covers pensions and safely. Ermployees
are encouraged to participate in local schernes designed to improve the perfarmance of the businesses In
which they work. These schemes include quality circles, joint productivity committees and ioint working parties
on particular matters of concern,

Employees and their representatives 2re provided with infarrnation, onmatters refgvant to them, in a variety of
ways including financial and operational performance. Communication with émployees individually is achieved
by different means depending on the size of the operating unit, but it includes tive company newspaper
'‘Babcock World” and the Review of the Annual Report, which are made available to all employees.

Copies of tha report lodged with the Department of Trade and Incustry under the Codé of Conduci for
companies with interests in South Africa (Cmnd 7233) are available upon request from the Company S&sretary
at Cleveland Hous.

During the year the Group sel up a Savings Related Share Option scheme for all employees of United Kingdom
companies with two or more years of service, The response from employees to this stheme has been maost
encouraging.

Rabcock
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cantinued;

Texation

The Company is ant, and has nat been, a close company within the meaning of the income: ai Corporation

Taxes Act 1970 ({as amended).

For the purpose of capital gaing tax, the market values of the Company’s share capital at 6th Apiil 1965 and

31st March 1962, adjusted for subsequentissues, were:

Ordinary shares

6% cumulative preference stcck

5% cumuiative second preference stock

4% cumulative redeemable preference stock

6th April 1965
27-53p
84p

7ip

55p

31st March 142
91-82p
33:5p

28-5p

33-5p

Auditors

A rasotution to reappaint the auditors, Ceopers & Lybrand, will be proposed at the annual general meeting.

By arder of the Board
J. H, Dodd
Secratary

26th March 1986
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Babcockintermnaiona gloard subsidiay companes

Accounting policies

Basis ofaccounting

The accounts have been preparad under the historical
c0st conventicn, modified to include the revaluation of
land and buildings,

As permitted bythe Companies Act 1988, no profitand
logs accountis presented forthe Company.

Basls of consolidation

The Group accounts comprise a cansalidation of the
accounts of the Company and its subsidiaries at

29th Dacembar 1985. The principal subsidiaries are
listed on pages 42 and 43. Thia profits and losses of
subsidiaries acquired or disposed of during the year are
consolidated fram or to their respective dates of
acquisition or c'isposal.

The difference oetween the net assels at date of
acquisition and cost of shares in subsidiaries, being
eithar goodwill or acquisltion reserve, is taken to
retained earnings in the year of acquisition. This
represents achange in poticy. The balance of acquisition
raserva brought forward has been transferred 1o
tetained earnings this year.

In accordance with SSAP 1, the Group accounts include
the appropriate proportion of the results of the principal
associated companies.

Farelgncurrencies

Foreign currency values in the profit and loss accounts
and balance sheets of subsidiary and associated
companies are transiated into sterling at the rates of
exchange ruling at the Group's accounting date.
Differences on the retranslation of foreign currency
assets and liabilities, ingluding differences on net assels
of overseas subsidiary and assoclated companies,
arising from exchange fluctuations between the
beginning and the end of the financial year are dealt with
separately in the statement of retained earnings at the
foot of the consolidated profit and loss account.
Exchange differences relating to trading transactions
during the year are included In profit on ordinary
activities before taxation.

Turnover

Turnover, which excludes sales between Group
campanies and value added and similar taxes,
comprises:

i) contract work — the sales value of work done and
services rendered, calculated by reference to the total
safes value of each contract;

ii) sales (other than contract sales) of goods and
services - atinvoiced value;

jit) fees for technical aid and other services rendered.

Contractresulls

A major part of the activity of the Group comprises long
term sontracts, many of which by their nature invoive
advanced enginearing techniques. Such contracts are
subject o reguldr detailed financfal and technical
reviews to delermine the estimaled cosls to completion,
including provisians for conlingencies. A proportion of
profits earned on coniracts is credited in the accounts on
a prudent basis as work progresses, according o the
stage of completion. Fuli provisions are made in respect
of foreseeable losses on uncompleted contracis.

Investmentincome

Incomeis included on the basis of dividends receivable
during the ygar,

———

Researchand development
Expendilureis charged against profitas incured,
Taxation

The charga far United Kingdom taxation represents the
liability whichit is estimated will materialise as a payment
of corporation tax on {he profits of the year or as advance
corporation lax on dividends deglared for the year,
Overseas taxation is based on profits of overseas
subsidiaries and on other overseas income,

Provision is made for deferred taxation on all liming
differences whetre itis considerad that a liability may
arise In the foreseeable future,

Fixed assels

Freshold and leasehold properties, plant, machinery and
equipment are stated at cost or at valuations less
depreciation written off. The term *cost' in this context
reprasents original cost when first purchased by a
Group company, less, where appropriale, théamount of
United Kingdom investmentand regional development
grants recelved or recaivable.

Depreciation is charged on cost or vatuation on a straight
line basis at rates appropriate to the expecled useful
lives of the assets concerned. In the case of fixed assets
acquired {or specific contracts, depreciation Is charged
directto the contract,

The principal rates of depreciation used are:

Freehold land Not depreciated
Freehold buildings 2%

Long leasehold land Qver period o lease
Long leasehold buildings 2%

Short leasehold properties Over period of lease
Plant and machinery

— heavy production 6%%
— other 0%
Motor vehicles 20%
Office equipment and

furniture 10%
Leasedassets

Assels purchased under hire-purchase agreements are
capitalised and depreciated using the rates shown
above, Rental und finance charges relating to leased
assets, including those held onfinance leases, are
written off as they fall due.

Stocks and work in progress

Stocks are valued at the lower of cost and net realisable
value.

Workin progress is valued at cost, plus a proportion of
prolits earned on contracts, less any provisions
necessary to reduce to net realisable valua,

Cost comprises direct matetials and, in the case of work
in progress, direct labour and works overheads,
including depreciation, but excludes selling and
edministration costs.

Amounts invoiced on account of contracts are deduited
from work in progress. Such amounts which have been
received and exceed work in progress are included in
creditors. Contract provisions in exces’ of work in
progress are similarfy treated.

Babcock
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Consolidated profitand loss acccunt

tor the financet year ended 29th Decermber 1985

il d

it

.

Note 1955 1984
£000 000
Turnover 1and?2 1,098,926 1,129,764
Tradlng profit 3and4 33,616 3,487
Income fram investments 7 863 514
34,479 32,001
intarest payable (net) 8 (5,349) {6,027)
29,130 25,974
Share of profits loss losses of assoclated companies 9 5419 5,626
Profit on ordinary activities before taxation 1 34,549 81,800
Tax on profiton ordinary activities 10 (10,416) (11,674)
Profit onordinary activities after taxation 24,133 19,926
Profit attrlbutable to minority interests (179) {165)
Profit before extraordinary items 23,954 19,761
Extraordinary items 11 {392) {3,350)
Profitfor the financial year 23,562 16,411
Preference dividands
6% cumulative preference stock 4 4
59 cumulative second preference stock ) 6
4% gumulative redeemable preference stock 56 66 56 66
Ordinary dividends 12 10,213 9,723
Ratained profitforthe year 13,283 6,622
Earnings per ordinary share 13 197p 16-2p
Statement of retained earnings 24
Cpening balance 134,284 117,161
Currency adjustments {21,911} 10,501
Goodwili writien off (net) {1,117 -
Retained profit for the year 13,283 6,622
Closing balance 124,539 134,284

(TS
EXs

The accounting policies are set out on pagje 23.
The notes to the accounts are se! out on pages 28-40.
‘The auditors' report is set out o page 40,
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Censolidated balance sheet
alZ9ih Dgcemben 1985
Note 1885 1984
£000 £000
Fixed assets
Tangible assets 14 154,867 156,862
Investments 16 25,336 25,715
180,203 182,577
Currentasseots
Stacks 17 226,194 210,570
Debtary 18 230,067 222,527
Daposits 10,565 28,190
Cash at bank and in hand 45,625 58,679
512,481 519,966
Creditors — amounts falling due within one year 19 370,285 349,005
Not curvent assets 142,195 170,961
Tolal agsets less currantliabliities 322,399 353,538
less:
Creditors — amounts falling due after morethanoneyear 20 129,872 139,487
Provisione forliabilities and charges 22 10,958 140,830 16,408 155.895
Totalnetassols 181,569 197,643
Capital and resarves
Called up share capital 23 32,684 32,662
Share premium account 24 12,191 12,089
Revaluation reserve 24 11,848 12,499
Acquisition reserve 24 - 5,748
Profit and loss account 24 124,538 134,284
181,262 107,282
Minority interests 307 361
Total capital emptoyed 181,569 197,643
Approved hy the Board of Direclors on 26th March 1986 \
King | E C
M. R, Hoffman ‘ Directors )
'/(4. (P %W *

The accounting policies are set out on page 23.
The noles lothe arcounts aze set out on pages 28-40,
The auditors’ report is set out on page 40,

Babcock
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Bahocckintermatana glio

Balance sheet
at29ih December 1965
Mot 198% 1984
£000 £000
Fixed assets
Tangible assets 14 713 718
fnvestments — group companies 15 144,572 1363719
~qthar 16 1,682 __E:.%?‘P
146,967 140,372
Currentassets
Dabtors 18 79,512 72,396
Deposits 38 15,501
Cash atbank and in hand s _ggfi
81,061 89,931
Creditors — amounts falling due within one year 19 56,136 42,812
Net cusrentassets 24,925 47,119
Total assets less currentiiabilities 171,892 187,491
less:
Credltors — amounts falling due aftermore thanioneyear 20 31,41 52,622
Total netassets 140,481 134,869
Capital and reserves
Called up share capital 23 32,684 32,662
Share premium account 24 12,191 12,089
Profit and loss account 24 85,606 90,118
Total capital employed 140,481 134,869

Approved by the Board of Directors on 26th March 1%&6

Directors MM \

The accounting policies are set out on page 23.
The notes to the accounts are setouton pages 28-40.
The auditors' reportis setout on page 40,

King
M. R. Hoffman
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Consolidated statement of source and application of funds

for he financial year ended 29 Decerrber 1925

19585 1954
£000 1000
Funds fromoperations
Prcfitfor thefinancial year 23.562 184
Adjustments for items oot involving the mavements offunds:
Retalned profits of assaciated companies {458) {1,089)
Minority interests 88 147
Detairad axalion (1,704) (2,074) (498) {1,390)
(Increase)/decrease in working capital (23,124) 8,490
Movament in tangible fixed assels:
Expenditura {26,380) (24,128)
Disposals 3.856 3,209
Depreciation 23,115 91 19,541 (1,378)
(Geticit)/surplus fromoperations (1,545) 22,133
Dividends pald (10,154) {9,313)
Other movements:
lssue of ordinary shares 124 46
(Purchase)/sale of investments (net) {231) 14
Acquisitions and disposals of subsidiarles (net) (32,979) (33,086) {3,251) (3,191)
(Decrease)/increase In liquidity (44,785) 9,629
Reflected by!
(Decrease)/increase in net liquid funds (28,405) 31,651
Increase inloans {16,380) (22,022)
Reconciliation of major balance sheet movements Balance sheet movements Neteffectof  Movemenis
acquisitions/ infunds
Actual Currency  Atconstant disposals
difference translation exchange of
cifect rales  subsidiaries
£600 £000 £000 £00 £000
Tangible fixed assets (1,995) 18,636 16,641 (16,732) {91)
Investments (379) 1,102 723 (34) 689
{2,374) 19,738 17,364 (16,766) 598
Working sapital:
Stocks 15,624 27,808 43,432 {13,265) 30,167
Debtors 7,540 23,213 30,753 (10,240} 20,513
Creditors —current (13,181)  (31,308;  (44,489) 11,304 {33,185)
— non current 10,218 {(4,589) 5,629 - 5,628
20,201 15,124 35,325 {(12,201) 23,124
Net liquid funds:
Deposits (17,595) 2,029 {15,568) - (15,566)
Cash at bank and in hand (13,054 9,341 (3,713) (1,441} (5,154)
Bank overdraits and foans {current) (7,974 (971} (8,945} 1,260 (7,685)
v {38,623) 10,399 (28,224) (181)  {28,405)
Loans 1,187 {18,068)  (16,881) 501 (16,380)
{Decrease)/increase in liquidity {37,436) (7,669) {4E,108) 320 (44,785)
Goodwill (4,332)
Cash paid {ns) (§_2.979)
Babcock
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Notestotheaccounts
i i - -
= 1 Analysis ofturnoverand profiten ordinary activities before taxation
1985 1984 1985 1984
! Tumaover Jumover F AL Frofilaiose)
| 600 £00d Lo 1000
) L Power Group og2482 254,173 5017 10,698
P F Conltracting Group: 80,062 76,578 3,678 1,828
| industrial and Electrical Producis Group 114,897 100,227 (2,855) {160)
i Overseaa Group 145876 203,241 1,700 1,968
North Ameartican Group 382063 415901 21,897 15,350
' FATA European Group 93,546 79,584 (992) 2082
! Grougp migcallanecus Income/(expenditure)” - - 4,9m {249)
| 1098026 1,129,764 33616 31 AB7
|
. Iheoma from invastments 863 514
Intarast payabla (net) (5,349} {6,027)
Share of profitsless losses of assoclated companles 5418 5626
34,548 31,600
*An actuarial valuatlon of the Babcock Group Staff Penslon Scheme at 31st December 1984 disclosed a substantial
overfunding. As a consequence, amployers' contrlbutions to the Scheme were excused for one year. Employers’
contributions for 1985 have been chargad agalnstthe operating groups' trading rasults shown above and the corresponding
credit amounting to £6,016,000 has heen Included as Group miscellaneous income.
The subsidlary companies whose results are included abave are listed on pages 42and 43.
2 Geographlcalanalysis of lurnover
Ageographical analysls of the Group tuziover by area of destination is as follows:
1085 1984
£000 £000
United Kingdom 302,312 277,630
Morth America 399,690 423,865
Africa 130,934 170,796
Europe 109,684 117,212
“Asla 101,632 80,509
Middle East 25552 24,722
Australasia 20,062 27,557
Othst areas 9,060 7,473
Mﬁ 1,129,764
T Exporis fromthe United Kingdom during the year amounted lo £185,754,000(1 984: £160,747,000),
1 3 Tradingresults
1 1985 1983
i | £000 £000
' Turnaver 1,098,926 1,129,764
Costofsales 961,528 986,151
Gross profit 137,398 143613
lessy
Dislribution costs 12,772 14,267
Administrative expenses 91,010 97,859
Trading profit 33,616 31,487

—————nnay
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4 Trathmg pooi

1983 193
200 000
Trading profitis shownafter charging:
Depreciation of tangible fined assets 23,115 19541
Redundancy andreorganisatian costs 4835 5729
Auditors” remuneration (Company £71,000) {1934: £68,000) 1145 1,200
Hire: of plant and machineey:
Underoperating leases 3818 5077
Other 2,399 2,684
Qther operating leaserentals 2542 2713
Emolumants of the directors of ihe Company:
Feeg 98 76
Managerial services including pension scherie contributions 684 832
Pansion {o former director 2 2
784 250
and after crediting:
Net surplus on disposal of properlies 581 856

The trading reaults for 1985 do not includs any charge for employers' contributions . the Babcock Group Staff Pension
Schame (see note 1),

5 Directors' emoluments

The emalumants (excluding pension scheme centributions) of the chairmen and the highest pald director residentin the United
Kingdom were as {cllows:

1985 1984
£000 £000
Chairmar’s emoluments 92,419 77.232
Highest paid director 98,709 87,570
The emoluments {excluding pension scheme contributians) of the other directors resident In the United Kingdom were within
the ranges: 1985 1984
Number Number
Not more than £5,000 1 i
£5,001 to £10,000 3 3
£20,001 to £25,000 2 2
£45,001 to £50,000 1 -
£50,001 to £55,000 1 -
£60,001 to £65,000 - 2
£65,001 to £70,000 - 2
£70,001 to £75,000 2 i
£75,001 1o £80,000 1 -

The Chalrman's emoluments include fees of £13,889 (1984: waived) paid 1o him by Babcock Intan: ¥ nalIne,
The highest pald director's emoluments include £4,253 received in 1984 but charged to United Kingaom taxationin 1985,

6 Employee information

1} The average number of persons (including executive directors) employed in each of the principal businesses of the Group
during the year was as follows:

1086 1984
Number Number
UK Power Group 8,448 7,969
Conlracting Group 1,390 1,435
Industrial and Etectrical Products Group 3,625 3,760
QOverseas Group 3,751 3,788
North American Group 7,582 6,638
FATA European Group 1,692 1,237
Gentral a0 91
26,585 24,918

fi) The aggregate employmentcosts of these pérsons amounted to:
1985 1984
£000 £000
Wages and salaries 310,229 311,619
Social security cosls 26,452 26,859
Other pension costs 12,088 16,203
348,769 354,681

Babcock
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Notes totheaccounis
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& Empfoyeeinformationcgnténued
iy The number of employees inihe United Kingdom {excludng drectorsi bavayematyTenis wehinthe

FNowWing Tanges wWas:

1955 1954
Numbet Numpar
£30,00110£35,000 25 18
£35,001 to.£40,000 8 3
£40,001 10 £45,000 5 9
£45,001 10 £50,000 1 1
£50,001 ta £55,000 3 -
£55,001 to £60,000 - 1
7 Income frominvestments "
1988 1684
€000 £00d
Dividandss
Listed Investmants 35 b7
Unlisted Investments 467 102
Profit on sale of invastments 361 _!.’ig
863 514
8 Interestpayablo(net)
1985 1984
£000 £000
Interest payable on bankloans, overdralts and other loans:
Repayable withinfive years — by instalment 798 5,225
— not by Instalment 11,716 4979
Other 1,652 3,493
14,166 13,697
loss:
Intergst recalvable on deposits 7,550 7,670
Interest relief grants 1,287 -
5,349 8,027
9 Assoclated companles
The principal assoclated companles (all unlisted) in which the Group has an Interest of 20 per centor more of the equity are
included in the list of principal Group companies onpages 42 and 43,
1985 1984
£000 £000
The Group's share of profits less losses of such companies was 5419 5,626
Taxation 3,747 3,301
1,672 2,325
Recelvable in dividends 1,214 1,286
Retained by associated companies 458 1,039

The Group's share of the results of associated companies is based upon accounts made up 0 dates varying from
30th September 198510 31st December 1985, Where audited accounts were not available, unaudited managernent accounts

were used. The directors are of the apinion that such unaudited accounts are reliable.
The Group's share of the losses incuired by ACC-Babcock Limited in 1985 exceeded the book value of

the investmentin that

cormpany. The amount of such losses included above has paen limited to tha sum of £1,719,000 required to write off the

investmentin full.
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10 Tax onprafiton ordinary activitios

10885 1984
L0 £l

United Kingdom taxation
Corparation tax 4942 2805
Double taxation relief {2,955) {802}
Deferred taxation {795) -
1,192 2,003
Overgeas taxation (includr2g deferred taxation) 5477 8370
6,069 8,373

Assoclated companiys

United Kingdom co/potation tax 376 535
Quarsaas taxatior: 3371 2,766
10,418 11,674

United Kingrdom carporation tax has been provided at lhe composite rate ai 41-25 per cant (1984: 4625 per cent),

‘The charge for United Kingdom taxation has been reduced In respect of overprovisions In previous years of £176,000
(1984: £:,679,000) for corporation tax and £735,000for deferred taxation.

The Giroup's shate of the undistributed profits of overseas subsidlary and assoclated companies would ba llable to United
Kingdom and overseas taxation if distributed as dividends.

Trare are accumulated taxatlon lossas, estimated at £11,582,000 {1984: £8,773,800}, for United Kingdom companies and
£:8,000,000 (1984: £35,000,000) in respect of overseas companiesinthe United States and Wast Germany, which are avaiiable
for relisf of taxation on future profits of those companies.

11 Extraordinaryitems

1985 1984
£000 £000
Provision in respect of substdiaties, Including amounts written off
on disposat (1984: provisions no longer required) 392 (1,372)
Deferred taxation - 4,722
392 3,350
12 Ordinary dividends
1985 1984 1985 1984
ppershare  ppershare £000 £000
Final dividend for 1984 paid on ordinary shares
lssued belween 27th March and 26th April 1985 - - 1 2
Interim dividend 1985 40 a7 4,862 4,496
Proposed final dividend for 1985 4.4 43 5,350 5,225
Tital 84 80 10,213 9,723

13 Earnings per ordinary share

Earnings per ordinary share are calculated on the ‘net’ basis on attributable profits of £23,888,000 (1984: £19,695,000) after
deducting preference dividends but before taking account of extraordinary items, and on 121,546,308 (1984; 121,505,216)
ardinary shares, being the average number of shares inissue during the year. The average numbers of shares in 1984 has been
adjusted for the capitalisation issue in 1984, Onthe 'nil distribution' basis earnings per ordinary share would be 22-0 pence.

Babcocik
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Notestotheaccounts

cantinued;

14: Tangible fixed assets

Company

Cast:

Baincesat 315t December 1984
Adeitlong

Disg osals

Balances at 29th December 1985

Dapreciation:

Balances at 31st December 1984
Charge faryear
Disposals

Balances at 28th December 1985
Net book value at 29th December 1965

Group

Costorvaluation:

Balances at 31st December 1954
Currency adjustments

Acquisition of subsidiarles net of disposals
Additions

Disposals and reclassifications

Balances at 29th December 1985

Depreclation:

Balances at 31st December 1984
Gurrency adjustments

Acquisition of subsidiaries net of disposals
Chargo for year

Disposals and reclassilications

Balances at 28th Dacember 1985

Net book value at 29th December 1985

Patents, trading rights and loose tocls and equipment at cost, less amaounts written off (1984: 1,522)

Fixed agsets which originaily cost £62-9 million (1984; £63 million) were still in use at 29th Decembar 1985 although fully

depraciated in the books.

The gross book values of Group properties

comprise the following:

At professional vaiuation — in 1980
—in1982
Atcast

If properties had not been revalued,

the beol values would have been:
Costrefative to the above gross book values
Deprecidtion

Freeho'd teasehald Pian Total
properties leng short mach‘mers
an
equipment
£000 £000 2000 £000 £000
518 76 3 604 1,201
3 — - 201 204
{102) - - {78) {180)
19 76 3 727 1,225
133 27 1 325 486
8 1 - 123 132
(55) - (51 (108)
86 28 1 397 512
333 48 2 330 713
92,163 3,697 2,575 213,139 311,474
(10,234) - (252) (28,052) {38,538)
6,382 - 612 20,188 27,182
4,046 72 88 22,774 26,980
(2,120) - (1,033) (8,320) (11,473)
80,237 3,669 1,980 219,729 315,625
19,509 504 970 135,151 156,134
(2,285) - (159) (17,458) {19,902)
36 - 276 10,138 10,450
2,665 52 72 20,326 23,115
(1,158) - {293) (6,513) (7,965)
18,768 556 866 141,644 161,832
71,471 3,113 1124 78,085 153,793
1,074
144,867
Freahold Leasehold 1985 19884
properties long short
£000 £000 £0o0 £000 £000
- - 750 750 750
14,992 - - 14,992 15,894
75,245 3,669 1,240 80,154 81,691
90,237 3,669 1,880 95,828 98,335
79,218 3,669 1,240 84,127 86,139
18,240 556 786 19,582 20,676
60,978 3,118 454 64,545 65,453
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15 InvestmentinGreup companies

Net book value at 26th December 1285

Shzesin Loansto Towa)
Group Group
campanes COMPITES
£000 FO30 0
Cost:
Balances at 3tst Decamber 1934 60,739 80,302 141,04
Currency adjustments - (159) {159)
Ad.itions - 11,000 11,000
Disposals/repayments (4) {868} {872)
Balances.at 29th. Decarnber 1855 60,735 Q0,275 151.010
lesaprovisions:
Balancos at 315t December 1984 537 4,065 4,662
Ammounts provided Inyear 1,776 - 1776
Balances at 20th Decembor 1985 2,373 4,065 £,438
Net book value at 29th December 1985 58,362 86,210 144,572
Particulars of principal subsldiaries are shown on pages 42 and 43.
16 Otharinvestments
Company Group
1985 1984 1985 1984
£000 000 £000 GO0
Tha net book value of othar Investments includes:
Shares In associated ¢om.panies - 1,976 22,681 23,266
Loans to assoclated eompariies 1,200 1,200 1412 1,672
Other investments and loans 482 102 1,263 877
1,682 3,278 25,336 25115
Information relevant to these investments Is as follows:
Shares in assoclated companles (all unlisted) Company Group
£000 060
Costorvaluation:
Balances at 315t December 1984 1976 23,278
Currency adjustments - (@11)
Disposals - {164}
Share of retained profits less losses - 458
Balances at 29th December 1985 1,976 22,661
Amounts written off:
Balances & 315t December 1984 - i2
Amount provided Inthe year 1,976 -
Disposals - (12)
Balances at 20th December 1983 1976 -
22,661

Group investrients in associated companies are shown at cost, £5,965,000 (1984: £8,275,000), plus the Group's share of post
acquisition retained prolils, less amounts written off. The Group's share of attributable net assets of associated companies

amounted to £25,135,000.
Loans to assoclated companics

Cost and net book value:
Balances at 31st Detember 1984
Currency adjustments
Repayment

Balances al 20th December 1985

Company
£000

1,200

e

1,200

——tr.

Group
2000

1,572
(138)
(22)

1,412
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Motesto the accounts
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16. Otherinvestraents continued

Otherinvestments andloans Company Group
Other Loans Otar loans
iwestments investments
£000 £20 £009 000
Cost;

Balances at 31st Decamber 1984 19,64t 2,448 20,418 2,449
Curtency adjugtments - - (52) -
Additions 487 - 540 -
Disposals {87 - (102} -
Balances at 29th December 1985 20,021 2,449 20,862 2,449
e ———bie r—————— pirar—— A"

Armnournts written aff:
Balances ai 31st December 1984 and 28th Dacember 1985 19,539 2,449 19,539 2,449
Net baok valuo at 29th December 1985 482 = 1,253 -
Company Group
1985 1984 1985 1984
£000 £000 £000 £000

The total cost and market vatue of ivestments listed on The Stock

Exchange andincluded above.are:

Caost 467 — 467
Market value 555 - 555

The total cost and market value of investmeants listed on other
stack exchanges and included above are:

Cost - 87 16 104
Market value - oM 63 3™

Therrnarke; values o) Investments lisled overseas are based on the prices In foreign currencies of the respective 'shares as
quotad on the relevant stock exchanges al the éndt of each year, translated into sterling atthe afficial rales of exchangein
accordance with the Group's accounting policies.

The prlncipat assoclated companies and rade invesiments are Included in the liston pages 42 and 43.

[

17 Stotks 1985 1984
£000 £O00
Group:
L.ong term contract work in progress 352,308 330,453
lass: progress payments 272,407 272336
79,901 58,117
Oiner stozks and work In progress:
Raw ma'erials and consumables 47,866 51,761
Work in progress 91,431 82,372
Finished goods and goods for resale 22,943 30,003
162,240 164,226
Ig58: progress paymenms 16,947 11,773
146,283 152,453
Total stocks 226,194 210,570

Long term contract work in progressIncludes:
i) amounts for contracts where title In the goods doas not pass untll final acceplance;

i) an elementof profitin compliance with SSAP 9, After taking into account the effect of pragress payments the net amount of
profi{ added to the cost of work In progress is not material.
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18 Debiors.

Company ' Group
193§ 1888 1835 1984
£000 Lo prty LR
Arountsfallingdue withinone yeas:
Trade debtors - - 178385  1V2.008
Armourits awed by Group companies 62,188 66,2860 - -
Amoue vowed by associated companies - - 4 358
Gther usblors 636 1,084 18,337 21.31%
Prepayments and accauog incame 5970 1,132 13,345 8,003
68,794 68476  210,07% 201,852
Araounta falling due after mora than one yeai: '
Trade dabtorg - - 11,272 15,03
Othar debte 4 9,214 3,920 6,762 5323
Prepaymé. «s and accruedincome 1,504 - 1,932 539
10,718 3920 19996 20375
Total debtass 78,512 72,396 230,067 222,527
19 Creditors — amounts falling dug within one year Company Group
1985 1984 1985 1984
£000 £000 €000 £000
Bank loans and overdrafls 44915 31,340 43,921 35,844
Otherloans - - 768 8
44,915 31,340 44,689 36,715
Qther craditors:
Fayments receivad on account - - 45,782 48,088
Trade creditors - - 132,454 123,084
Bills payabla - — 2,709 3,292
Amounts owed to Group companies 29 1,516 - -
Arnounts owed to assoclated companies - - 24 5
Taxation 3,945 3,448 12,380 13,286
Social Security 18 13 4,991 4.274
Other creditors 1,879 1,0%2 121,906 115,036
Froposed final ordinary dividend 5,350 5,225 5,350 5,295
56,15 42,812 370,285 349,005
20 Crediters —amounts falling due after more than one year Comnany Grovp
1988 1984 1985 1984
£000 .£000 £000 £000
Bank Joans:
rapayable belween 1 and 2 years 2,840 1,749 80,657 2,827
tepayable between 2 and 5 years 536 1,348 1,967 80,398
repayable after 5 years — by instaiment - - 1,118 1,372
Other loans:
repayable between 1 and 2 years - - 1,885 860
repeyable hetween 2 and 5 years - - 2,487 4,183
repaysble alter 5 years — by instaiment - - 9,857 9,344
- otherwise than by instaiment - - 520 761
3,376 3,007 98,558 99,745
Other creditors:
Trade creditors - - 2,118 2,941
Bills payable ) ” - - 102
Amounts owed to Group companies 28,031 49,525 - —
Taxation 4 - 1,263 1,704
Cither creditors - - 27,933 34,005
31,411 52,622 129,872 139,487
“Total borrowings repayable by instaiment,
apaft of which falls due after  years:
Bank!oans - - 1,783 2,855
Other loans - - 11,025 12,718
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21. Loans, Comnpany Group
1935 1284 1985 193
£00D 8300 L0 £

Debentures:

Babcock industrial & Electrical Products Limited — -

7% debenture stock 1985-90 (i} - - 188 20

Otherloans:

Babegck International Finance Corporation—

Commerclal paper nates (if) - - 77,083 77.648

Babcock Naderland BY —

7% convertible guaranteed bands 1992 (lii} - - 194 258

AccoBabcocking—~ .

Martgages and loans (v} - - 11,733 13,288

Qther Group companips —

Martgages and loans (v} - - 4,GB2 2,202

Banklpans (vi) . 4,829 4,444 9,226 10,208

Bank overdrafis (vi, (vill) 43,462 29,993 41,351 32,584

48,231 34,437 143,247 135,460

less: current portion 44915 31,340 44,689 36,715

3,376 3097 98558 99,745

I} The 7Y% debenture stock 1985-90 of Babcock industrial & Electrical Products Limited is secured by afloating charge over
the assetls of that company.

1y ‘The cormercial paper notes are Issued in New York and are supparted by aletter of cradit issued by the leaderof a
consortium of banks. The same credit agreement provides Babcock International Finance Corperation with a revelving credit
facllity. ‘The credit agreernent has an initlal term of threo years commencing In 1984, Various rales of interest are payable
according to the market rate for commercial paper at the iime of issue.

{ii) The 79 convertible guarantead bonds due 1892 of Babcock Nederland BV are guaranteed as to payment of principal,
prémium (if any) and interest by the Company. The bonds are in bearer form In the denomination of USS 1,000 each. Unless
previcusly redeemad or purchased, the bonds are convertible up 1o and including 15th September 1992 Into fully pald ordinary
shares of Babcock International plc at a conversion price, subject to amendmentin certain events, of 113p per share with afixed
rale of exchange applicable upon conversion of USS$ 1-7432 = £1, The bonds may be redeemed in certain delined
clrcumstances. Unless previously converted, redeemed or purchased the bonds will be redeemed at par on 15th October
1992, During 1985, In accordance with the above terms, bonds 1o a face value of US$20,000(1984: $10,000) were converted
into ordinary shares of the Company.

iv} Mortgages and loans of Acco Babcock Inc, bearing interest at rates varying from 2 to 10 per cent, are redeemable at par at
varying dates up to 2004, £11,067,000(1984: £13,202,000) Is secured by charges on assels.

v) Mortgages and loans of other Group companies, bearing interest at rates varying from 5 to 16 per cent, areredeemable at
par atvalrious dates up to 1996. £3,245,000 (1984: £1,015,000) is secured by fixed and floating charges on the assets of those
companles.

vi) Bank loans are denominated chiefly in foreign currencles and bear interest at rates varying from 4 per cent to 21 per cent and
£682,000(1984: £962,000) of the Group loans are secured.

vii) The Group total includes £7-2 million (1984: £3-6 million) of currency borrowings which are matched by short term deposits,
These borrowings, mostly in US daltars, were effected in laly 1o cover forward exchange risks on fulure contract receipts
denominated In the currencies concerned.

viii) The directors believe that the facilitles relating to bank overdrafts maturing in less than one year will be renewed.
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22 Provigionsforliabilities and charges. Group
1955 1984
£000 000
Pensiong and similar obtigations (i) 6,506 8,598
Eeferrad taxation. (1), 4,052 7712

10,958 16,408

I} Penslons and imifar obligjations:

Occupational pensionschemas are pravided for employees in most countriesin which the Group has operations, With the
exception of Germany and ceztaln provisions inthe USAin respect of unfunded prior service banefils inold schames and
teiating to disgoritinued eperalions, the funds of all schemes are malntained separately fromthose of the Group. Contributions
are mat, or provided for, as they arise.

The movement in the provialan was as follows: 1985
£000
Opening balsince 8,696
Currency adjustments. (1,339)
Movemantin the year (451)
Closing balansa 6,908

¥ the United Kingdorm, contrioutary schemes are operated for all full-tims « wiployeas, Both {he Staff and Works schemes are
managed by separate corporate trustees, the directars of which are drawn from both management and employaes, Investmanis
are managed by committees, which recelve appropriate Independent professional advice. The costs of administration are borne
by the Company. Investmant performance Is independantly assessed each year. Triennial actuarial valuations are undertaken
In raspect of each of the schemes.

Other substantial pension schemes are operated in the USA, Ausiralla, Canada and South Africa, These are managed elther by
in-housa or Independent trustees and investments are, In all cases, made by professional invesiment managers, subject to
regular parformance assessments, The USA schemes, and certaln of the Canadian schemes, are non-contributory, Inthe other
scherries, employees contribute a percentage of wages/salary towards the cost of benefits.

In the: case of the principal USA schemes, past service benefits are balng funded over periods upto 30 years in accordance with
gene;i?l practice. A small engoling funding deficlency in one of the Canadian schemes Is being amortised by annual instalments
overfifteen years,

All the above schemes are solvent on a disgontinuance basis.

Insured schemes are operated by the two Group companies in Holland which have full-tirme employees, The benefits provided
ure deslgned to augment undetlying state pension benefits. In ltaly pensions are covered by the state scheme.

In the Faderal Republic of Germany a small number of the mast senior executives have penston contracts whereby the German
subsidiary company has undettaken te pravide pensions and widows' pensfons, In accordance with practice in Germany,
provislons are made In the accounts each year on the basis of actuarial advige, Supplementary Insuranca cover s maintained to
maet the cost of widows' banefits, in the event of death In service, 1o the extent that the reative provisionis inadequate for the
purpose. Subscriptiors of premium are made 1o a central fund to cover unfunded liabilities in the event of the Insclvency of the
employlng company.

i) Deferrad taxation:

Provislon for deferred taxation comprises £1,172,000 {1984: £1,286,000)In respect of United Kingdom companies and
£2,880,000 (1984: £6,425,000)in respect of overseas companles. The movementin the provision was as follows:

1985

£000
Opening balance 7,712
Currency adjustments (1,956)
Reslassifications 675
Credit forthe year (2,379)
Closing balance 4,052

Reclassifications comprise advance corporation tax no longer offset against the provision for United Kingdom deferred taxation.

Babcock
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Notestoibeaccounts
craunued

221% Peferredzxationcontinued
It revatued assets in the United Kingdam were to be avd, it isestasted thatany ehargeztia gans would e hily rebeved by
capital ipsses currently available.

The/ull potential liability for deferred taxaticninrespact of United Kingdgm comganieshasbeen caituleda thorale 0l 35 par
2autusirg the habilitg methad. Frovision has been made for the full potentizllabity, compris.ng.

1985 1889

000 20D

Capltal alloviances 18,351 10,488
Future benedit of tax lozses {513;) {474)
Qther iiming differences {1,531} (9893)
8,207 5,002

Advanca carporation tax (7,035} (EZEE)
1472 1.2568

Tolal advance corporation tax recaverable against [uture corporation tax Habiities of the Group, mcluding an amount of
£2,290,000 (1984: £484,000}in debtars, is £12,188,000 {1984 £8,200,000).

23 Calledupshare capital

1985 1984
Authorised lssued  Authorised |ssued
£000 £000 £000 £000
6% cumulative preference stock 100 100 100 100
5% cumulative second preference stock and shares 200 183 200 i83
4% cumulative redeemable preference stock ancl shares 3,000 2,000 3,000 2,000
3,300 2,283 3,300 2,283

Crdinary shares of 25p (121,602,377 Issued and {ully pald)
{1984:121,514,927) 36,700 30,401 36,700 30,379

40,000 32,684 40,000 32,662

}I::);erlgxg gée year 87,450 ordinary shares of 25p {nominal value: £21,862) were allotted, as follows, for a total conslderation of

Reason lor allotment Numtver of shares
Conversion of 7% convertible guaranteed bonds of Babcock Nederland BV 10,153
Exercise of options under the:

Babeock & Wilcox Share Option Scheme 77,000
Babcock Savings Related Share Option Scheme (1984) 297

At 29th Decamber 1985 there were US$279,000 (1984: US58299,000) 7% convertible guaranteed bonds of Babcock Nederland
g}/(i?ll;tslandlng which, upon conversion, would requirg the alloiment of 141,637 shares (1884: 151,790 shares), See also Note

During the year, there was afirst grant of options under ihe Babeock Executive Share Option Scheme (1984) and the Babcock
Savirgs Related Share Option Scheme (1984). At29th December 1985, the following optiens were outstanding:

Number of shares Price per Exercisable
Schems subject to option shara between
Babcock & Wilcox
Share Option Scheme 771,650 132p-154-5p May 1986-May 1990
Babcock Executive X 1984) 2 499,000
Share Option Scheme (19 429,000 155p J -
Babcock Savings Related anuiary 1988-January 1996
Share Option Scheme (1984) 1,765,896 143p June 1990-December 1992

4,966,546  (1984:939,400 shares)

*This figure has been reduced by 732,050 shares, which are Lhe subject of paratlel options linked to existi i
Babcock & Wilcox Share Optlon Scheme. Holders of options under both schemes mzy exercise one or'?ﬂg%fhﬂﬁﬂf-ffﬁ?f crb:r:ﬁ
wart, Upon the exercise of either option, inwhole or in part, the other will lapse pro tanic.

The Company has the oplion of redeeming by drawings all or part of the issued 4% cumul

J ative rede
par at any time by giving thres months’ notice. No final redemption date has been fixed, redeemable preference stock af
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24 Reseryes

Share premium acgount
Opening balance
Movementinthe year

Cloging halance

Hevaluationreserve
Opening balance
Currency adjusiments,

Closing batanca

Acquisitionreserve
Qpening balance
Curcancy adjusiments

Movemantin the year
Balancs transferred ta prefitand loss account (i)

Closing balanca

Profit and loss account

Opening balance

Currency adjustments (i)
Transfer frorn acquisition reservo
Movementinihka year

Closing balance

Company
1935

Grap

———

1885

12,089
2

i) In accordance with SSAP22, the acquisition reserva from prior years of £3,215,000, tegether with goodwill arising on
acquisitions during the year of £4,332,000 (the majority of which refates to Fauitless Caster Gorporation) have beeniritler; s

toretalned earnings.

i} Reduction on retranslation of the nat assals of averseas subsidiarles and investment in oversess assouliies,
fll) Group reserves Include £16,696,000 (1984: £17,003,000) of retalned profits and reservas of associated companies,

25 Cabitzi commitments

Cupltal expenditure sanctioned by the Board and outstanding at

29th December 1985

Contracts placed against these sanctions and nat provided ferin

the accounia

Company

1984
£000

117

Grouj)
T ——— — oy — b
1985 ' 1984
£000 £000

49,747 60,621
4,969 10,4569

The abovefigures for Group capital expenditure sanctions include £1,868,000 for which leasing agreements are

contempldted in 1986.

26 Contingentliabilities

iy Thaere are contingent liabilities amounting to £86,758,000 for the Company (1984: £90,586,000)and £8,718,000 forthe
Group (1884: £10,791,000), representing in the main guaraniees givenand bills discounted, on which no losses are

anticipaled,

ii} Inaddition, there are contingent liabilities In the ordinary course of business in connection with the completion of contracts

within spacification, including responsibility for maintenance.

iil) Centainsubsidiartes are engagedin litigation In connection with claims on contrasis. Based on legal advice, provisions for

thesa clalms have been made Inthese accounts to the extent considered necessary by the direclors.

ey
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Notesto theaccounts

continued:

27 Leasscommitments

Finance leases,
At 29th December 1985 the Group had the folowing net abliga¥ions
vnder finance leases, none of which has been capitalised:
Obligations payable

within 1 year

in2to5years

after5years

Less: finance charges relating to future periods
Net obligations

At 29th Decamber 1985 tha Qroup had entered into commitments,
whose (nceptian.occurs after that date amounting to

Operating leases

At 26th December 1985 the Group had the following annual
commitments under non-canceilable opsrating leases

Leases of land and bulldings

Commitmants whish explre
within 1 year
in2ta 5 years
afler§ yaars

Leases of otherassets

Commiraents which expire
within 1 year
in2to 5 yeurs
after Byears

Total

The majarity of teases of land and buildings are subjact to rent reviews.

1955

2

Illtfllll

Company

3

TIERRTRY

414

Group

1953 1559
EXLAY 000
3,103 2378
7.507 6,281
3,670 4,229
14,680 12,888
2,890 2,985
11,790 9,893
543 1,302
281 474
2,432 2,402
1,109 8BB4
3,822 3,770
664 628
1,436 763
58 72
2,156 1,463
5,978 5,233

Report of the auditors

to the members of Babcock international plc

We have audited the accounts on pages 23 to 40in accordance with approved Auditing Standards.

In our opinion the accounts give a true and fair view of the state of affairs of the G

orpany and the Group at

29th December 1985 and of the profitand source and application of funds of the Groupforthe year then ended

and comply with the Companies Act 1985,
C Cﬂ@-’t.m-g—t— LM
Coopers & Lybrand

Chartered accountanis

London
26th March 1986

40



Babecckntematonal pleandsubsdary CAMEENES

Five year financial summary

£000 1631 1932 18583 1854 1985
Turnover 955,803 1,002203 1,016.283 1,129,764 1,098,926
Profits

Profit beforg interest charges and taxation
Interest payabla (net}

Profit hefore taxation
Taxation

Profit after taxation
Minority interests

Extraordinary items

Preference dividerds
Profit/(loss) attributable to ordinary shareholders

Earnings per ordinary share (see noles)
(excluding extracrdinary items)

Ordinary dividends — cost
—pence per share (see notes)

Capitaland debt

Share capital {(see noles)

Reserves and retained earnings

Loans and overdralts less short term deposits

Represented by

Fixed assels

Investments

Goodwill

Debtors not currently due
Other current assets {net)
Non-current credilors

Total tunds employed
less: Minorily interests
Deferred taxation

Profitbefore interest chargesas areturnon
total funds employed

Number of shareholders at year end
Preference

Ordinary

Aveérage number of employees

Numbér of employeesatyearend

Turnover per employee

Notes

Share capital and earnings per share rellect conversions of 7%
convertible guaranteed bonds 1992 of Babcock Nederland BY and
the exercige of share options.

31,582 34,03 39,708 s7.6827 39,828
(17,508) (13880) (5626) (6.027) (5.349)
14,074 20,486 34,082 31,600 34,549

(6795  (8,044) (12483 (11,674) (10418)
7,279 12442 21,599 19,926 24,133
(497) {251) (130) {165) (179)
6,782 12,191 21,469 19,761 23,954
(1,772) (16,557) (28,428) {3,350) {392)
5010 {4,366) (6,959) 16,411 23,562
66 66 66 66 66
4,944 (4,432) (7.025) 16,345 23,496
5.5p 101p 17-6p 16-2p 197p
7.673 7.710 8,504 9,722 10,212
6-36p 6:36p 7-00p 8:00p 8-40p
29,672 29,764 20,801 32,662 32,684
185581 167,876 147,818 164820 148,578
100,247 76,804 72614 108,270 132,852
285500 264,444 250,323 305552 313,914
134,606 138,147 139,137 156,862 154,867
18,481 39,272 21,539 25,715 25,336
4,276 - - - —
13373 21,405 23,122 20,875 19,996
147,177 105458 124,967 188,611 156,204
(23,674) (29610) (49,531) (48,438) (38,220)
204,230 274,672 259,234 313,625 318,273
261 395 306 361 307
8,478 9,833 8,605 7,712 4,052
285500 264,444 250,323 305552 313,914
107% 12:4% 15-3% 12:0% 12-5%
577 523 47 437 399
13,151 12,569 11,728 11,276 10,540
33,998 30116 259082 24,918 26,585
32,968 26,384 24,779 24,767 26,514
£28,114 £33,278 £39,115 £45339 £41,336

Earnings and ordinary dividends per share have been adjusled to

reflget the one for ten capilalisation issue made in 1984,

A

Babcock
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Principat Grorp companies

Unless alherwise sated Babcock Intermatianal pic ho'ds 1007 of the equity sharg capiatofthe companies either
Inits ownrarse, or where marked™, inthe rame o noarnees of subsidiany companien, Al companiesang
incorporatedard focated inGreat Britainand registered in £ng'znd, unless othenwise stated, Companies locatad
averseas are icorporated inthe country of location,

UK Power Group

Habgock Fiwer Limited Assoclated companies .
BabcockPED Limted® Genrec-Pipework Engineering (Pty) Uraited (4055 ), South Alrica
8abeoc Jenking Limited® Diamend Power Speca'ty Limuted (3392°)
Batserk Worsley Eimitedt® Wansen Company Limited (25%*)
Babrsck Calarizing Limited* Pipawork Suppont Technologies Limted {5035*)

) Bak#ock Walding Products Linited * Volund Babeock Energy A/S (5050 *), Denmark

; (F: gisteredin Scotland)

; Buboock Plaat Leasing Limitad® Tradainvesimonts

| #iuldised Combuation Cantractors Limitad® Rolls-Royce & Assaclates Limited {199 %)
Bahceck-APG Limitad* Babcock do Venazuela SA (303 %), Venezuela

' (Ragistared in Scotland)

Babecock Powet Invesiments Limited®

Babcock Power Licensing Limitad®

Babcock Power (Hong Kong) Limited*, Hong Korg
Babeock Power (Qverseay Projects) Limited *
Babcock PED {Overseas Projects) Limited*

Babeock Robay Limited*

Dautsche Rauchgasanlagen GmbH*, Wast Giermany

|

|

f | Contracting Group
|

b

Babcock Contractors Limited

Amas Crosta Babcock Limited®

BV Spaans Babeack*, Holland

Babcock Woedall-Duckharm Limied *
Babcock-Moxey Limited*

Babcock Electrical Projects Liralted*

3 Babcock Minerats Enginesrirg Limited*
il Babcock Hydro-Pnaumatics, Limited *

| Babeock Duiker BV*, Holland

Claudius Peters Limlted*

Incdustrial and Electrical
Products Group

! Industrial nd Electrical Products Division Mining Division

; Babeock Indusitrial & Electrical Products Limited Babeock Minlng Limited

! . Elactrical distribution Babeock Mining UK Limited*

M Whipp & Boume Limited” Huwood Limited*

‘ Babcock Transformers Limited * Huwood Electric Limited*

¢ Huwood Mining Supports Limited*

: Genarsimanufacturing Parsons Chain Company Limited*

4 Babeesk Gears Limited* Parsons Chaine Europe SA*, France

! Babcack Wire Equipment Limited* Huwoaod-lrwin Co*, USA

t’ Gloucester Railway Carrlage & Wagon Comaany Limited* Triangle Mining Equipment Co Ing*, USA
Rockwell Hardness Testars Limited*
Process control and instrumentation

/ Babeock-Bristol Limited®
L Babcock-Bristol AR®, Sweden
[ Dataschalt GmbH*, West Garmany
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Overseas Group

Sruth Afncafall 106%5°3

Babeock Africa (P} Limited

Babcock Engineering Contractars {Py) kimited
Babcockirdustrial Contractors (Piy) Limited
Babeock Triplejay (Pty) Limitect

Bancock Prapertiag Haldings (Pty) Limited
Aystealia (a1 100% )

Babecock Australia Holdings Limited
Bahcock Australia Limited
Babicock Moxey Australia Pty Limited
Agacciated Water Equipment

Nueriharn fron and Bragg Foundry
NewZealand (all 100%*3

Batwsoclk: intarnational {NZ) Limited
Babrock Erginearing Limited

Woat Gormang (all 10095*)

Claudiug Petars RG

Claugiug Patars-Ests GmiH

USA

Claurdiua PatergIng®

Franie

Claudiya Patera SA®

Soaint

Glaucius Patars (Exportadora)SA*

Associated companies
Inda
ACC-Baboock Linited {26085}

Japan
Babcogk-Hitacki KK, (205)

Tracdelxvestmenls

Belgum

Babcock Serviees{25%:°)
Mexizo

Babcock Maxico SA de CV(20%)

North American Group

UsA Companles inothercountrles

Babcock Internationat Ing* Dominion Chaln Inc*, Canadu

Acco BabcockInc® Industrias Metalurgleas Lisbau, SA (75%*), Brazil
Babcock Kesler Corporation® La Télédynamique. SA (77-4%"), France

Keslor Brass Company™” Brake Cables Limited*

Webnr-Knapp Company*
Belwith Internalional Limited*
Bristol Babcock Inc*
Faultless Gaster Corporation®

Faultless-Doarner Manuiacturing Inc*, Canada

Assoclated companles

Cables Automotricas SA139%™), Maxico
F Platen GmbH (50% "), West Germany
Instrumentos Bristol SA (50%"), Mexico

Trade Investment
Pujoly Tarrago SA (25%*}, Spain

FATA Eurcpean Group

Quintech BV*, Holland

FATA European Group SpA”™, ltaly
Fataluminium SpA (89-72%*}, Raly
FATA-New Hunter Enginesring SpA*, ltaly
FATA Sud SpA‘, ltaly

OEMFATA Sud SpA®, ltaly

FATA SA*, Spain

FATA Industrie SA*, France

FATA New Hunter Oy*, Finland
Deutsche FATA GmbH*, West Germany
Babcock FATA Limited*

Froude Consine Limited*

Froude Enginesting Inc*, USA

Other subsidiary companies

Babeock International Holdings Liiniied
Babcack Mondlale BV*, Halland
Babeock Nederland BY*, Holland

Babeock Intematicnat Finance Corporation”, USA
Babcock Ovarseas Management Services Limited
Babcodk Agancy Services {International) Limited
Cleveland Insurance Limited*, Isle of Man

Other asscciated company

British Nuclear Assoclates Limited (34:3%)

Babcock
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Analysis of ordiniary shareholdings

1935 1934 1955 1954
Number ¢y Number 93 HdnR2s % Hoidngs %
indwiduals, 9576 909 10248 909 25573115 210 35665112 294
Banks and nominee
holdings 519 49 543 49 61,603,138 507 45717216 78
insurance companies 150 14 164 14 17952941 148 17,183,908 141
Companies 107 1.0 107 09 3,259,417 27 715,135 086
Investment trusts 91 09 100 09 3,669,356 30 7,942,829 85
Pensionfunds 34 03 44 04 5,386,394 44 749813 62
Others 63 06 70 06 4,158,016 34 5,791,933 58
10,540 1000 11,276 1C00 121,602,377 1000 121,514,927 1000
Substantial shareholdings
In accordance with the provisions of the Companies A 1385, the following I"ave notified the Company that
their haldings are 5% or more of the undermenlir.cd classes of preference capital canying unrestricted
vating rights: ,
5% cumulative second preference stock (issued £183,056) £
Mt G. G, De Vine 10,600
G.R.E. Nominees Limited 38,000
The Investment Company plc 39,500
Royal Bank of Scotland Edinburgh Nomi.ces Limited 18,000
Waslayan and General Assurance Society 21,900
6% cumulative preference stock (issued £100,000)
The Investment Company pic 45,000
The Metropolitan Trust ple 20,000
Mrs B. K. Whitehouse 5,000
Ordinary share capital
No notilication has been received in respect of any holding of 5% or more of the issued ordinary share capital.
Financial calendar 1986
Announcement of Group results
1985 Final resuils — 261h March 1986
1986 Interim results — 4th Septernber 1986
Dividend and interest payments
Ordinary shares
1985 Recommended final — announced 26th March 1986, payable 27th Maiy 1086
1986 Interim — announced 4th September 1986, payable 13th October 1986
Preferenca stocks
Payable half-yearly on 1st July 1986 and 2nd January 1987
7% convertible guarantead bonds 1992 of Babcock Nedarland BV
Payable on 15th October 1936
Babkoack
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Annaovative use of technology (s
demonstrated by the brading machie
piciured oppositewhich was specifically
dosgned by Babcack Wire Equipment
Lumitad for Cowty Rotol Limited. Thig was
designed to meet ther requirement for
Braichng multi-iayers of matenals such as
carborfibre, glass fibre and Keviar io
produce compeosite propeiior blades.
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