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Rolis-Royce Overseas Holdings Limited

Strategic Report for the Year Ended 31 December 2018

The Directors present their Strategic Report for the year ended 31 December 2018.

Principal activity

The principal activity of the Comipany is a holding company. However, the Company holds investments in two
joint opcrations wmch are proportionally consolidated. The financial statements therefore include the trading

results of the two joint operations: Techjet Aerofoils Limited (‘Techjet') and International Acrospace
Manufacturing Private Limited (IAMPL).

Business revicw

The Company holds investments in its subsidiaries and joint ventures at cost less accumuimed impairment
losses.

The revenue and cost of sales of the Company relate entircly to the proportionially consolidated results of the
joint operations for both the years ended 31 December 2018 and 2017.

The profit for the financial year after taxation amounted to £60,621 thousand (2017: £250,641 thousand).
The Company has net assets of £908.624 thousand (2017: £845,071 thousand).

The profit for the financial year afler taxation has decreased by £190,020 thousand compared to prior year due
to income from shares in group undertakmgq including £203,642 thousand from Rolls-Royce Overseas
Investments Limited which was received in 2017 and did not re-oceur in 2018 (see note 13 for more detail).
This was partially off-sct by an increase in income from participating intercsts of £23,000 thousand over the

income received in 2017. Income from participating interests was £57,580 thousand in 2018 (20}7: £33,750
thousand).

Revenue of £42,949 thousand in 2018 was similar to the performance in 2017 (2017: £43,276 thousand).
Techjet Aerofoils Lintited (‘Techjet’), the largest of the Company's joint operations, involved in compressor
aerofoi] manufacture, saw revenue grow in the year, from £33,084 thousand in 2017 to £35,135 thousand in
2018, reflecting the rise in deliveries of Trent engme deliveries to its principal customers, as well as a
favourable revenue mix change ‘lowards larger engines. However, in International Aerospace Manufaclurlng
Private Limited (1AMPL"), the revenue decrcased from £10,192 thousand in 2017 10 £7,814 thousand in 2018
reflecting the supply of legacy, low-volume parts for which demand js decreasing.

Gross profit in Techjet fell shghlly to 11% (2017: 14%) due 10 a one off cost of sales provision agamst oid work
in progress and an increase in Israeli labour rates. Pressure on gross margin is expecled o continue in Techjet
until contract renewal in 2021, whereas volume on newer engine types is expected to increase in IAMPL.

In 2018, the carrying value of jnvesiments in Nightingale Limited and Rolls-Royce Namibia (Proprietary)

Limited were impaired by £9, 047 thousand and £305 thousand rcspcctncly The impairment charge was
recognised in administralive expenses.

Future developments
The Directors do not consider that there will be any material changes to the busincsses in the foresceable future
which are proportionally consolidated in the resuits of the Company other than as already disclosed above.

Brexit

The Directors are moniforing the impact of the Brexit vote on the Company and the terms on which the United
Kingdom may withdraw from the Europcan Union. It is difficult to evaluate all of the potential implications on
the Company’s operations and the wider cconomy. Hom,vcr the Directors believe the business has limited
exposure to any Brexit implications given the Company is a holding company and the trading activily of the
overseas joint operations are overseas and outside of the European Union. Further disclosures are given in the
Rolls-Royce Holdings plc group financial statements which can be obtained from the address in pote 23.

Page 2



Rolls-Royce Overseas Holdings Limited

Strategic Report for the Year Ended 31 December 2018 (continued)

Principal risks and uncertainties

The following risks have the most material potential impact on the Company. Mitigating activities are described
for cach risk. These risks are specific to the nature of our business notwithstanding that there are other risks that
may occur and may impact the achicvement of the Company’s objectives. Where relevant these are managed

within the Rolis-Royce Holdings plc's group (‘Group') risk management procedures and detailed within the
Group's Annual Report.

Carrying value of Investments - The Company holds significant investments in subsidiaries of the
Rolls-Royce Holdings plc group. A decline in the value of onc or more subsidiary undertakings could materially
impact upon the carrying value of the investments held on the Company's Balance Sheet. The Company
undertakes an impairment review of-the camrying value of investments if any trigger cvent is identified.

Compliance - Non-compliance by the Company with legislation or other regulatory requirements in the
regulated environment in which it operates {for example: export controls; offset; use of controlied chemicals and
substances; anti-bribery and corruption legislation) compromising our ability to conduct business in certain
jurisdictions and exposing the Company to potential: reputational damage; financial penalties; debarment from
government contracts for a period of time; and/or suspension of export privileges or export credit financing, any
of which could have a material adverse effect. The mitigating activities for the risks are:

The Group has an cxtensive compliance programme, which is applied within the Company. This programme
and the Global Code of Conduct are promulgated throughout the Group and are updated and reinforced from
time to timc, to cnsurc their continued relevance, and to ensure that they are complied with both in spirit and to
the letter. The Global Code of Conduct and the Company’s compliance programme are supported by appropriate
training. A legal and compliance team has been put in place to manage the current specific issue through to
conclusion and beyond.

Market shock - The Company is exposed to a number of market risks, some of which are of a macro-economic
nature, for example, foreign currency exchange rates, and some that arc more specific to the Company, for
cxample liquidity and credit risks, or disruption to other customer operations. Significant extraneous market
events could also materially damage the Group’s compelitiveness and/or credit worthiness. This would affect

operational results or the outcomes of financial transactions. The Company implements the following mitigating
activities:

Maintaining a strong Company balance sheet, through healthy cash balances.
Praviding financial flexibility by maintaining high levels of liquidity.

Dcciding where and what currencies to source in, where and how much credit risk is extended or laken and

hedging residual risk through the financial derivatives markets (foreign exchange, interest rates and commodity
price risk).

Opcrating the joint operations from more than one georgraphical location (India and Isracl).

Financial risk management
The following financial risk is considered key by the Directors:

Liquidity risk

The Company has net current liabilities of £426,067 thousand (2017: £477,430 thousand) and a liquidity risk,
which is primarily altributable to amounts due to group undertakings in trade and other payables. Since the
amounts duc are to a fellow group undertaking the risk that the Company will be called upon to settle its debts
as they fall due is considered 10 be low.
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Rolls-Royce Overseas Holdings Limited

Strategic Report for the Year E.nd,ed 31 December 2018 (continued)

Credit risk
The Company's joint operations make sales on a credit basis and are therefore exposed lo the risks of

non-payment. Each joint operation regularly reviews the credit levels afforded to its customers and adjusts these
where appropriate,

Cashflow risk
The Company is reliant on its parent company for continued financial support and has received written

confirmation that the parent company will continue to provnde financial support for at least 12 months from the
date.of approval of these financial statements.

The Company also has some extemnal borrowings through its joint operations. The Company through its joint
operations monitors on a periodic basis the cashflows to ensure it can fulfil its repayment obiigations as they fall
due.

Approved by the Board on 'qfllfi‘i and signed on its behalf by:

Dk onAs

I R Hetherington N
Director
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Rolls-Royce Overseas Holdings Limited

Directors' Report for the Year Ended 31 December 2018

The Directors present their réport and the audited financial statements for the year ended 31 December 2018.

Principal activity

The principal activity of the Company is a holding company. However, the Company holds investments in two
joint operations which are proportionally consolidated. The financial slatements therefore include the trading
results of the two joint operations: Techjet Acrofoils Limited (‘Techjet’) and International Aerospace
Manufacturing Private Limited (IAMPL').

Results and dividends

Revenue in 2018 was £42,949 thousand (2017: £43,276 thousand) and gross profit was lower than the previous
year at £3,573 thousand (2017: £5,868 thousand) The financial information relates to the proponnonnlly
consolidated results of the joint operations.

The profit for the financial year after taxation amounted to £60,621 thousand (2017: £250,641 thousand). The
profit for the financial year after taxation has decreased by £190,020 thousand compared to the prior year due to
income from shares from group undertakings including £203,642 thousand from Rolls-Royce Overseas
Investments Limited which was received in 2017 but did not re-oecur in2018. This was partially off-sct by an
increase in income from participating interests of £23,000 thousand over the income received in 2017.

Further details on the business performance of the Company in the year is set out on page 2 in the Strategic
Report.

No dividend was paid in the year (2017: £230,000 thousand).

Directors of the Company

The Directors who held office during the year and up to the date of signing the financial statements were as
follows:

J M Luke

W S Mansfield (resigned 5 April 2019)

I R Hetheringlon (appointed 13 May 2019)

Principal risks and uncertainties

The Rolls-Royce Holdings plc group has an established, structured approach to risk management, which is
detailed in the Annual Report of Rolls-Royce Holdings plc. The Company acts in accordance with this policy.
Further details are set out in the Strategic Report.on pages 3 to 4.

Financial risk management
Further details of the financial risk management arc set out in the Strategic Report on page 4.

Future devclopments
The fulure developments of the Company are set out in more detail in the Strategic Report on page 3.

Going concern
These financial statements have been prepared on a going concern basis.

Based on the Direclors’ asscssment of the Company's future financial requirements and the ability of
Rolls-Royce ple to support the Company as provided in writing, if necessary, the Directors consider that the
Company will have sufficient financial resources to meet its obligations for the foresecable future, that is, for at
least 12 months (vom the date of approval of these financial statements.
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Rolls-Royce Overseas Holdings Limited

Directors' Report for the Year Ended 31 December 2018 (continued)

Events after the end of the financial period

On 1 April 2019, the Rolls-Royce Holdings pic group disposed of all its commercial marine business to
KONGSBERG for a cash consideration of £547.544 thousand. The Company holds 100% sharcholding in
investments in RR Namibia (Propnetary) Limited and Rolls-Royce International L1.C, two of the compames
included within the commercial marine disposal. An impairment review was pcrfonned to assess the carrying
vauc of the investments at the year end. This has resulted in an impaitment charge of £305 thousand i respect
to.the carrying value of RR Namibia (Proprietary) Limited.

On the 25 June 2019, the Company paid an interim dividend of £366,000 thousand to its parent undertaking
(Rolls-Royce plc). Appropriate documentation to comply with the requircments of Section 836 and 838 of the
Companies Act 2006 and to support the payment of the interim dividends was not in place on 25 June 2019. The

additiona! documentatjon has subsequently been prepared in advance of the date of approval of these financial
statements.

Qualifying third party indeninity provisions
The Company has fnade qualifying third party indemnity provisions for the benefit of its Directors which were
in place during the year and remain in force at the date of this report.

Disclosurc of information to the auditors

Each Dircctor has taken sicps that he ought 1o have taken as a Director in order to makie himself aware of any
relevant audit information and to establish that the Company’s auditors are aware of that information. Each
Director confinms that there is no relevant information (hat he knows of and of which he knows the auditors are
unaware,

Independent aiiditors

The auditors, PricewaterhouseCoopers LLP, have indicated their willingness to continue in office and are
deemed to be reappointed under section 487(2) of the Companies Act 2006.

Approved by the Board on 1q"7—lﬁ and signed on.its behalf by:

| R Hetherington
Director
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Rolls-Royce Overseas Holdings Limited

Statement of Directors' Responsibilitics

The Directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulation.

Company law requires the Directors to prepare financial statements for each financial year. Under that law the
Directors have prepared the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards, comprising FRS 101 *“Reduced Disclosure
Framework", and applicable law). Under company law the Directors must not approve the financial statements
unless they are satisfied that they give .a true and fair view of the slate of affairs of the Company and of the
profit-or loss of the Company for that period.

In preparing the financial statements, the Directors are required t0:

« select suitable accounting policies and then apply them consistently;

* state whether applicable United Kingdom Accounting Standards, comprising FRS 101, have been followed,
subject to any materiul departures disclosed and explained in the financial statements;

+ make judgements and accounting estimates that are reasonable and prudent; and

« prepare the financial statements on the going concern basis unless it is inappropriate o presume that the
Company will continue in business.

The Directors are also responsible for safeguarding the assets of the Company and hence for taking reasonable
steps for the prevention and delection of fraud and other irregularities.

The Directors are responsible for keeping adequate accounting records that are suffi¢ient to show and explain

the Company's transactions and disclose with reasonable accuracy at any time the financial position of the
Company and enable them to ensure that the financial statements comply with the Companies Act 2006.
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Rolls-Royce Overseas Holdings Limited

Independent Auditors' Repoit to the members of Rolls-Royce Overseas Holdings
Liniited

Report on the audit of the financial statements

Oplmon
fn our opinion, Rofls-Royce Overseas Holdings Limited financial statements:

e give a true and fair view of the state of the Company’s affairs as at 3} December 2018 and of its profit for the
year then ended;

 have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards, comprising FRS 10l “Reduced Disclosure Framéwork™, and
applicable law); and

© have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual Report and Financial Statements (the
“Annual Report”™), which comprise: the Balance Sheet as al 31 December 2018; the Income Statement, the
Statement of Comprehensive Income, the Statement of Changes in Equity for the year then ended; and the notes
to the financial statements, which include a description of the significant accounting policies.

Basis for opinion

We conducled our audit in accordance with Irternational Standards on Auditing (UK) (“ISAs (UK)”) and
applicable law. Our responsibilities under 1SAs (UK) are further described in the Auditors’ responsibilities for
the audjt of the financial statements seclion of ouy report. We belicve that the audit evidence we havé aobtained is
sufficient and appropriate to provide a basis for our opinion.

Independence
We remained independent of the Compnny in accordance with the ethical requirements that are relevant to our

audit of the financial statements in the UK, which includes the FRC's Ethical Standard, and we have fulfilled
our other ethical responsibilities in accordance with these requirements.

Conclusions nehtlng to going concern

ISAs (UK) require us to report to you when:

o the Directors’ use of the going concern basis of accounting in the preparation of the financial statements is not
appropnate, or

e the Directors have not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the Company’s ability to continue to adopt the going concern basis of accounting for a
period of at least twelve months from the date when the financial statements are authoriséd for issue.

We have nothing to report in respect of the above matters.

However, because not all futyre events or conditions can:be predicted, this statement is not a guarantee as to the
Company’s ability to continuc as a going concerp. For e\ample, the terms on which the United Kingdom may
withdraw from the Europcan Union are not clear, and it is difTicult to evaluate ali of the potential implications
on the company's trade, customers, suppliers and the wider economy.

Reporting on other information

The other information comprises all of the-information in the Annual Report other than the financial statements
and our auditors’ report thereon. The Directors are responsible for the other information. Our opinion on the
financial statements does not cover the other information and, accordingly, we do ot express an audit opinion
or, excepl to the extent otherwise explicitly stated in this report, any form of assurance thereon.
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Rolls-Royce Overseas Holdings Limited

Independent Auditors' Report to the members of Rolls-Royce Overseas Holdings
Limited (continued)

In connection with our audit of the financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit, or othenwise appears to be materially misstated. If we identify an apparent
material inconsistency or material misstatement, we are required to perform procedures to conclude whether
there is a material misstatement of the financial statements or a material misstatement of the other information.
If, based on the work we have performed, we conclude that there is 8 material misstatement of this other
information, we are required to report that fact. We have nothing to report based on these responsibilities.

With respect to the Strategic Report and Directors® Report, we also considered whether the disclosures required
by the UK Companies Act 2006 have been included,

Based on the responsibilities described above and our work undertaken in the course of the audit, 1SAs (UK)
require us also to report certain opinions and matters as described below:.

Strategic Report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic
Report and Directors’ Report for the year ended 31 December 2018 is consistent with the financial statements
and has been prepared in accordance with applicable legal requirements.

In light of the knowledge and understanding of the company and its environment obtained in the course of the
audit, we did not identify any material misstatements in the Strategic Report and Directors® Report.

Responsibilities for the financial statements and the audit

Responsibilities of the Directors for the financial statements

As explained more fully in the Statement of Directors’ Responsibilities set out on page 7, the Directors are
responsible for the preparation of the financial statements in accordance with the applicable framework and for
being satisfied that they give a truc and fair view. The Directors are also responsible for such internal control as
they determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or crror.

In preparing the financial statements, the Directors arc responsible for assessing the Company’s ability to
continue as a going concern, disclosing as applicable, matters related o going concern and using the going
concern basis of accounting unless the Directors either intend to liquidate the Company or to cease operations,
or have no realistic alternative but 1o do so.

Auditors ' responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or crror, and to issuc an auditors’ report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with 1SAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s
website al: www.fic.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and only for the Company’s members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving
these opinions, accept or assume responsibility for any other purpose or to any other person (o whom this report
is shown or into whose hands it may come save where expressly agreed by our prior consent in writing.
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Rolls-Royce Overseas Holdings Limited

Independent Auditors' Report to the members of Rolls-Royce Overseas Holdings
Liniited (coiitinued)

Other required reporting

Companies Act 2006 exception reporting

Under the Companies Act 2006 we are required 1o report to you if, in our opinion:

« we have not received all the information and explanations we require for our audit; or

+ adequate accounling records have not been kept by the Company, or retumns adequate for our audit have not
‘been received from branches not visited by us; or

« certain disclosures of Directors’ remuneration specified by law are not made; or

« the Tinancial statements are not in agreement with the accounting records and relurns.

We havc no exceptions to report arising from this responsibility.

Catherine Schroeder (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Stalutory Auditors
London

Date‘qjg\ﬁ
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Rolls-Royce Overseas Holdings Limited

Income Statement for the Year Ended 31 December 2018

Revenue

Cost of sales

Gross profit
Administrative expenscs

Operating (loss)/profit

Income from sharcs in group undertakings
Income from participating interests
Finance income

Finance costs

Profit before taxation
Taxation

Profit for the financial year

The above results were derived from continuing operations.

The nates on pages 1510 41 form an integral part of these financial statements.
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Note

2018 2017
£000 £000
42,949 43.276
(39.376) (37,408)
3,573 5,868
(9,366) {1,006)
(5,793) 4,862
8,038 212,045
57,580 33,750
1,256 1,337
(240) Q71)
66.634 246,861
60,841 251,723
(220) (1.082)
60,621 250,641




Rolls-Royce Overscas Holdings Limited

Statement of Comprehensive Income for the Year Ended'31 Deceniber 2018

2018 2017

Note £000 £000
Profit for the year 60,621 250,641
Total comprehensive income for the year 60,621 250,641

‘The notes on pages 15 1o 41 form an integral part of these financial statements.
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Share premium reserve
Other reserves
Retained earnings

Total equity

Rolls-Royce Overseas Holdings Limited

(Registration number: 02658963)
Balance Sheet as at 31 December 2018

Nofe

Non-current assets

Intangible assets 11
" Property, plant and equipment 12

Investments 13

Current ussets .

Inventories i4

Trade and other receivables 15

Cash and cash equivalents

Current liabilities

Trade and other payables 19

Loans and borrowings 16

Creditors: Amounts falling due within one year

Net current liabilities

Total assets less current liabilities

Creditors: Amounts falling due after more than one year

L.oans and borrowings 16

Provisions for liabilities and charges 18

Net assets

Equity

Called up share capital 21

(As restated)

2018 2017
£000 £000
468 455
28,327 27,709
1,307,792 1,296.233
1,336,587 1.324,397
17,720 17,426
59,668 9,467
7,950 11,977
85,338 38,870
508,620 512,450
3,552 3.850
(512,172) (516,300)
(426,834) {477,430)
909,753 846,967
(477) (820)
(652) (1,076)
908,624 845,071
399,499 399,499
133,961 133,961
4,826 1.894
370,338 309.717
908,624 845,071

The comparptive {inancial information for the year ended 31 December 2017 has been restated (sec note 2).

The financial statements on pages 11 to 41 were approved and authorised for issue by the Directors on
.tqu}.l.ﬁ and signed on their behall by:

I R Hetherington

Dircctor

The notes on pages 15 to 41 lorm an integral part of these financial statements.
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At 1 January 2018
Profitfor the financial year

Total comnprehensive income
Foreign exchange movement in ycar

At 31 Decenber 2018

At 1 January 2017
Profit for ihe financial year

Tolal comprchensive income
Foreign exchange movement in year
Dividends

At 31 December 2017

Rolls-hoycc Overseas Holdings Limited

Statement of Changes in Equity for the Year Ended 31 December 2018

Called.up Share premium . Retained
share capital reserve Other reserves carnings Total cquily
£000 £000 £000 £000 £000
399,499 133,961 1,894 309.717 845,071
- - - 60.621 60,621
- . 60,621 60,621
- 2932 - 2932
399,499 )33.961. 4,826 370,338 908.624
Called up Sharc premium Retained
share capital reserve Other reserves carnings Toual equity
£000 £000 £000 £000 £000
399,499 133,961, 5,530 289,076 828.066
- - - 250,641 250,641,
. - - 250.641 250.641
- - (3,636) - (3,636)
- - - (230,000)  (230,000)
- - (3.636) {230,000) (233,636)
399.499 133.961 1.894 309717 845.071

The notes on pages 15 to 41 form an integral part of these financial staiements.
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Rolls-Reyce Overseas Holdings Limited

Notes to the Financial Statements for the Year Ended 31 December 2018

General information

The Company is a private company limited by share capilal incorporated and domiciled in the East Midlands in
the UK. The principal activity of the Company is a holding company.

The address of'its registered oftice is:
Moor Lanc

Derby

Derbyshire

DE24 881

Principal activity

The principal activily of the Company is a holding company. However, the Company holds investments in two
joint opcrations which are proportionally consolidated. The financial statements thercfore include the trading
results of (he two joint aperations: Techjét Acrofils Limited (‘Techjel') and International Aerospace
Manufacturing Private Limited ('TAMPLY). ’

Significant accounting policies

Basis of preparation

The linancial statemeits of Rolls-Royce Overscas HHoldings Limited have been prepared in accordance with
Financial Reporting Standard 101, ‘Reduced Disclosure Framcwork® (FRS 101). The financial statements have
been prepared under the historical cost convention, in accordance with the Companies Act 2006.

In these financial statements the Company has applied the exemptions available under FRS 101 in respect of the
following disclosures:

- A Cash Flow Statement and related notes;

- The requirements of 1AS 24 Related Pariy Transactions and has, therefore, not disclosed transactions between
the Company and its wholly owned subsidiaries;

- Disclosures in respect of the compensation of Key Management Personnel; and

- The effects of new but not yet effective [FRSs.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods
presented in these financial statements,

New standards, amendments and IFRIC interpretations

IFRS 9 Financial Instruments and IFRS 153 Revenue from Coniracts with Customers are new accounting
standards that are effective for the year ended 31 December 2018. On transitioning to the new accounting
standards. the Directors evaluated the impact on the financial statements and considered that there is not a

material impact.

There were no other changes to accounting standards that had a material impact on the 2018 financial
stalements.
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Rolis-Royce Overseas Holdings Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

2 Significant accounting policies (continued)

Restatement of prior year comparatives

The 2017 tradc payables balance has been restated to reclassify current and non-current loans and borrowings of
£3,850,000 and £820,000 respectively, whicli were previously included in trade payables, as separate balance
sheet line items (see notes 16 and 18 for more detail). The loans and borrowings are held by the Company's joint
operation, Intemmational Aerospace Manufacturing Private Limited and are proportionally consolidated.

Critical accounting judgements and key sources of estimation uncertainty

The Company makes estimates and assumptions concerning the future. The resulting accounting estimales will,
by definition, seidom equal the related actual resuits. The estimates and assumptions that have a significant risk
of causing a material adjusiment to the carrying amounts of assets and liabilities are addressed below.

Critical accounting estimates and assumptions

Key estimate - Carrying value of investments

The carrying value of investments is assessed on an annual basis by cither comp'\rmg the carrymg value of the
investment against the net assets of the subsidiary undcrtakmg ot coriiparing the carrying value of the
investment against the estimate of future cash flows arising from the subsidiaries’ operations. The assessment of
whether investiments are impaired is dependent on the present valuc of futurc cash flows to be gencrated by the
relevant subsidiary (see note 13).

Critical accounting judgements in applying the entities accounting policies
The Directors have determined that there are no critical accounting judgements in applying the accounting
policies of the Company.

Going concern
The financial statements have been prepared on a going concern basis, under the historical cost convention.

Based on the Directors' assessment of the Company's fulure financial requirements and the ability of
Rolls-Royce plc to support the Company as provided in writing, if necessary, the Directors consider that the
Company will have sufficient financial resources to meet its obligations for the foreseeable future, that is, for at
least 2 months from the date of approval of these financial staicments.

‘Exemption from preparing group nccounts

The financial slatements contain information about Rolls-Royce Overseas Holdings Limited as an individual
company and do not contain consolidated financial information as the parent of a group. The Company is
exempt under section 400 of the Companies Act 2006 from the requirement to prepare consolidated financial
statements as it and its subsidiary undertakings are included by full consolidation in the consolidated financial

statements of a group parent, Rolls-Royce plc, a company mcorporalcd in United ngdom, which are publlc[y
available. The address of the parent company’s registered ofTice is set out in note 23.
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Rolls-Royce Overseas Holdings Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

2 Significant accounting policies (continued)

Revenue recognition

Revenues comprise sales made by joint operations to other Rolls-Royce Holdings plc group companies and
outside customers, excluding value added taxes, in respect of deliveries made during the year. The Company
recognises revenue when performance obligations have been satisfied, which is when goods have been
transferred to the customer and the customer has control of these. This is considered to be at a point in time.

For the year ended 31 December 2018, following the adoption of IFRS 15, revenue is recognised when control
of goods is transferred to @ customer. A five-step recognition madel is used to apply the standard as follows: (1)
identify the contraci(s) with the customer; (2) identify the separate performance obligations in the contract; (3)
determine the transaction price; (4) allocate the transaction price to scparate performance obligations; and (5)
recognise revenue when (or as) each performance obligation is satisfied. The revenue of the Company comes
from the sale of goods that are recognised at a point in time. Sales of goods in the Income Statement are
recognised by the Company when control of the goods has been transferred, being when the customer takes
control of the goods and that all performance obligations have been fulfilled This is considered o be when the
goods are delivered to the customer.

Investments

The Company applies 1IFRS 11 to all joint arrangements. Under IFRS 11, investments are classified as either
joint operations or joint ventures, depending on the contraclual rights and obligations of each investor.
Rolls-Royce Overseas Holdings Limited has assessed the nature of its joint arrangements and determined that
two of ils joint arrangements arc joint operations: Techjet Aerofoils Limited ('Techjet’) and International
Acrospace Manufacturing Privatc Limited (1AMPL'). Joint operations are consolidated on a proportionate basis.

Investments in subsidiaries and joint ventures are shown at cost less accumulated impairment losses in the
financial statements.

Deferred taxation

The tax expense for the period comprises current and deferred tax. Tax is recognised in profit or loss, except that
a change attributable to an item of income or expense recognised as other comprehensive income is also
recognised directly in other comprehensive income.

Full provision is made for deferred tax assets and liabilities arising from all timing diffcrences between the
recognition of gains and losses in the financial statements and recognition in the tax computation.

A net deferred tax asset is recognised only if it can be regarded as more likely than not that there will be suitable
taxable profits from which the future reversal of the underlying timing differences can be deducted.

Deferred tax asseis and liabilities are calculated at the tax rates expected to be effective at the time the liming
differences are expected to reverse.
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Rolis-Royce Overseas Holdings Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

2 Significant accounting policies (continued)

Foreign currencies

Monclary asscls and liabilitics dcnominated in foreign currencies are translated into sterling at rates of exchange
iling at the balance sheel date.

Transactions in foreign currencies are translated into sterling at the rate ryling on the date of the transaction.
Exchange gains and losses are recognised in the income statement.

The trading results of the joint operations, which are proportionally consolidated in accordance with {FRS 11,
are translated into sterling at the average exchange rates for the year. The assets and Jiabilities of the joint
operations, on initial consolidation, were translated at the exchange rates ruling at the year end. Exchange
adjustments arisig from the retranslation of the opening net investments, and froin the iranslation of the profits
orosses al average rales, are recognised.in other reserves.

Property,.plant and'cquipment
Property, plant and equipment assets are stated at cost less accumulated depreciation and any provision for

ipairment in value. Depreciation is provided at rates calculated to write. off the cost of tarigible assets, less
their estimated residual value, over their expected useful lives on the following bases:

Land and buildings - frechold buildings - 2.5%, leasehold over the remaining lease term
Furniture, fittings and equipment - 10% to 33.3%

Tangible assets are assessed for any indications of impairment annually. If any indication of impairment is
identified, an impairment test is performed to estimate the recoverable amount. An assel's carrying amoup is
written down immediately to its recoverable amount if it is greater than its estimated recoverable amounts.

Property. plant and equipment are derecognised on disposal or when ho future economic benefits are expected.
On disposal, the difference betwecn the net disposal procceds and the carrying amount is recognised as a gain or
loss within administrative expenses in the income statement.

Intangible assets
Intangible asscts consist of amounts paid in respect of: jong-term project lechnical know-how and software,

primarily relating to the Trent 500 engine. These amounts are stated at cost and amortised over 15 years in equal
annual instalments, commencing on the day of payment jn respect of the project.

Cash and cash equivalents

Cash and cash cquivalents comprise cash on hand that is readily convertible to a known amount of cash and is
subject to an-insignificant risk of changes in value.

Trade receivables

Trade receivables are amounts due from customers for products sold in the ordinary course of business. If

collection is expected in one year or less, they are classificd as current assets. If not, they are presented as
non-current assets.

Trade and other receivables are recognised initially at fair value. Subsequent to initial recognition they arc
mcasured at amortised cost using, ihe effective interest method, less any expected credil losses. When assessing
the impairinent of trade and other receivables, management considers factors including the credit rating of the
reccivable, the ageing profile of receivables and historical experience. The Company applies the IFRS 9

simplified approach to measuring expected credit Josses which uses a lifetime expected loss allowance for all
trade receivables.
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Rolls-Royce Overseas Holdings Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

2 Significant accounting policies (continued)

Financial assets and liabilities

IFRS 9 has changed. the classification of financial asscts compared to IAS 39. The Directors have considered the
impact of IFRS 9 on this Company and it has been determined not to have a material impact. -

Classification

IFRS 9 Financial Instruments replaces the provisions of AS 39 that rclate to the recognition, classification and
measurement of financial assets and financial liabilities, derecognition of financial instruments, impairment of
financial asscts and hedge accounting. '

The date of initial application (i.e. the date on which thc Company has assessed its existing financial assets and
financial liabilities in terms of the requirements of IFRS 9) is 1 January 2018. Accordingly, the Company has
applied the requirements of IFRS 9 (o instruments that continuce to be recognised as at | January 2018 and has
not applied the requirements to instruments that have already been derecognised as at | January 2018.

The Company was required to revisc its impairment methodology under IFRS 9 for its financial assets.

All recognised financial assets that are within the scope of IFRS 9 are required to be measured subsequently at
amortised cost or fair value on the basis of the entity’s business model for managing the financial assets and the
contractual cash flow characteristics of the financial assets.

Impairment of financial assets

In relation to the impainnent of financial assets, IFRS 9 requires an expécted credit loss model as opposed to an
incwited credit loss model under IAS 39. The expected credit loss model requires the Company to account for
expected credit losses and changes in those expected credit losses at each reporting date to reflect changes in
credit risk since initial recognition of the financial asscts. In other words, it is no longer necessary for a credit
event (o have occurred before éredit losses are recognised.

Financial assets

Financial asscts primarily include trade receivables, cash and cash equivalents (comprising cash at bank, money
market funds and short term deposits), short term investments, derivatives (forcign cxchange contracts,
commodity contracts, interest rate contracts) and unlisted investments.

- Trade receivables are generally classified as ‘held to collect” and measured at amortised cost.

- Cash and cash equivalents (consisting of balances with banks and shori-term deposits) and short-term
investments are subject to low market risk. Cash balances and short-term investments are measured at fair value
through profit and loss (FVTPL).

Financial liabilities

Financial liabilities primarily consist of trade payables and borrowings.
The classification of financial liabilities under IFRS 9 is unchanged with respect to the previous requirements
under 1AS 32.

- Derivatives are classified and measured at Fair Value through the income statement;
- All other financial liabilitics are classified and measured at amortised cost.
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Rolls-Royce Overseas Holdings Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

2 Significant accounting policies (continued)

Inventories
Inventorics and work in progrss are valued al the lower of cost and net realisable value.

The cost of raw materials is dctermined on a weighted average basis.

The cost of finished goods and work in progress comprises direct materials and, where applicable, direct labour
costs and those overheads, including depreciation of property, plant and cquipment, that have been incurred in
bringing the inventories to their present location and condition :based on normal operating capacity of the
production facilities. Net realisable value represents the estimated selling prices less all estimated costs of
completion and costs to be incurred in marketing, selling and distribution.

Trade payables

Trade payables are obligations to pay for goads or services that have been acquired in the ordinary course of
business from suppliers. Trade payablcs are classified as current hablhues if payment is due within one year or
less. 1f not, they are presented as non-current Tiabilitics.

Trade and other payables are recognised initially at fair value. Subsequent to initiai recognition they are
measured at amortised cost usipg the effective interest method.

Borrowings
All borrowings arc initially recorded at the amount of procceds received, net of transaction costs. Borroswings
are subsequently carried at amortised cosl, with the difference between the proceeds, net of transaclion costs,

and the amount due on redemption being rccogmscd as a charge to the income statement over the period of the
relevant borrowing.

Interest expense is recognised on the basis of the effecli\'eeinleresl method and is included in finance costs.

Borrowings are classified as current liabilities unless the Company has an uniconditional right to defer settlement
of the liability for at least 12 months afler the reporting date.

Provisions

Provisions are recognised when the Company has a present obligation as a result of a past event, and it is
probable that the Company will be required to settle that obligation. Provisions are measured at the Directors®
best estimate of the expenditure required (o settle the obligation at the balance sheet dale and are discounted to
present value where the effect is material.

Leases

Payments made and rentals received under operating léase arrangements are charged/credited to the income
statement on a straight-line basis.

Share capital

Ordinary shares are classified as equily. Equity instruments are measured at the fair value of the cash or other
resources received or receivable, net of the direct costs of issuing the equity instruments. If payment is deferred
and the time value of money is material, the initial measurement is on a present value basis.

Dividends
Dividend distribuiion to the Company’s shareholders is recognised as a liability in the Company's fipancial
statements in the period in which the dividends are approved by the Company’s sharehclders.
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Rolls-Royce Overseas Holdings Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

3 Revenue

The geographical analysis of revenue by country is as follows:

2018 2017
£000 £000
Germany 4.621 11,772
Japan ' - 1,026
United States 1,100 2,659
United Kingdom 37,228 27,819
42,949 43,276
4 Operating (loss)/profit
Arrived al aller charging
2018 2017
£000 £000
Depreciation expense (see nate 12) 4,292 4,940
Amortisation expense (sce note {1) v 293 266
Operating lease expense - property (see note 17) 535 550
Inventory recognised as an expense 15,532 19,554
Impairment of inventory 29 -
Wages and salarics 9,668 8,368
Social sccurity costs 569 499
Other pension costs 1,061 936
Impairment of investments 9,352 -

The operating lease payments relate to land and buildings held by the Company's joint operations. For further
details see note 17,

Administrative costs include £9.047,000 and £305,000 relating to impairments of investments in Nightingale
Limited and Rolls-Royce Namibia (Proprietary) Limited respectively (see note 13).

5§ Finance income

2018 2017

£000 £000
Bank and loan interest receivable 363 1
Foreign exchange gains 8§93 ) 1,326
1,256 1.337
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Rolls-Royce Overseas Holdings Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

Finance costs
2018 2017
£000 £000
Other interest payable 240 271

Staff costs

The Company has no employecs, as it is a holding company. However, cost of sales include staff related costs
due o the financial statements including the proportionate consofidation of the results of the Company's joint
opcrations {scc nole 4).

Dijrectors' remuneration

All Directors fees or emoluments were paid by Rolls-Royce plc and the amount aliributable (o the qualifying
services providediby the Directors to the Company cannot be reliably estiinated. No charge has been made in the
current or prior year for the services of the Dircclors.

Auditors' reiisuneration

The fecs for the audit of the Company financial statements were £9,000 (2017: £7,000) and were paid by
Rolls-Royce plc on behalf of the Company and notrecharged.

£Nil (2017: £nil) was paid 1o the Company's auditors lor non-audit services.

10 Taxation

Tax charged in the income statement

2018 2017
£ 000 £000
Group relicf payable for the period at 19.00% (2017: 19.25%) 205 260
ftl’orcign 1ax on income for the year (147) 883
Deferred taxation
Arising from origination and reversal of temporary ditterences 162 (61)
‘Tax expense in the income statement 220 1,082
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Rolls-Royce Overseas Holdings Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

10 Taxation (continued)

The tax assessed for the year is lower than (2017: lower than) the staiidard rate of corporation tax in the UK of
19.00% (2017: 19.25%).

The differences are reconciled below:

2018 2017

£000 £000
Profit before tax 60,841 251,723
Corporalion tax at standard rate 11,560 48,457
Effects of: non-taxable income (11,193) (48.258)
Foreign tax (147) 883
Total tax charge 220 1,082

The UK Corporation tax rate reduced to 19% from 1 April 2017.

The Budget 2016 announced that the UK tax rate will reduce to 17% with effect from 1 April 2020. The rate
reduction to 17% has been substantively enacted on 6 September 2016. The deferred tax liabilities of the
Company has therefore been calculated at 17%.

Deferred tax

Deferred tax movement during the year:

Recognised in

other At
At 1 January Recognised in comprehensive 31 December
2018 income income 2018
£000 £000 £000 £000
Other items (454) (162) - (616)
Foreign exchange differences on foreign
operations (4) - (32) (36)
Nel tax assets/(liabilities) (458) (162) (32) (652)

Other items comprise of accelerated capital allowances,losses and other timing differences.
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Rolls-Royce Overseas Holdings Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

10 Taxatiop (continued)

—
-

Deferved tax movement during the prior year:

Other itcms

Forejan exchange differences on forcign

operations
Net tax assels/(Habililies)

;l“n\tapgi«ble assets

Cost

At 1 January 2018

Additions

Foreign exchange movements
Al 3] December 2018

Accumulated amortisation
At | January 2018

Amortisation charge
Foreign exchange movements

At 31 December 2018
Carrying amount

At 31 December 2018
At 31 December 2017

At 1 January
2017
£000

(515)

(52)

Recognised in

iother

At

Recognised in comprehensive 31 December

income
£000
61

income
£000

48

2017
£000
(454)

@

£367)

61

48

(458)

Other
intangible
assets
£000

8,847
296
455

9,598

8,392
293
445

9.130

468

455

Intangible assets consist of amounts paid in respect of long-term project technical know-how and sofiware,

prifnarily relating to the Trent 500 engine.
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Rolls-Royce Overseas Holdings Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

Property, plant and equipment

Furniture,
Land and fittings and
buildings equipment Total
£000 £000 £000
Cost ‘
At 1 January 2018 7,254 67.717 74,971
Additions - 3,745 3,745
Fareign exchange movements 406 3,224 3,630 -
At 31 December 2018 7,660 74,686 82,346
Accumulated depreciation
At 1 January 2018 1,774 45,488 47,262
Charge for the year 263 4,029 4,292
Foreign exchange movements 109 2.356 2,465
At 31 December 2018 2,146 51,873 54,019
Carrying amount
At 31 December 2018 5.514 22,813 28,327

Contractual commitments for the purchase of property, plant and equipment
At 31 December 2018 the Company had contractual commitments for the purchase of plant and equipment of

£76,000 (2017: £24,000).
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Rolls-Royce Overseas Holdings Limited

Naotes to the Financial Statements for the Year Ended 31 December 2018 (continued)

13 ‘Investments

The Company's investments comprise investments in subsidiaries of £1,153,104 (2017 - £1,152,456) and
‘investmentis in joint venluies of £154,688 (2017 - £143,777) (for furiher detail see page 32). The Company's
total. carrying.amount of investments are £1,307,792 (2017 - £1,296,233).

Subsidiaries £000
Cost

At 1 Janvary 2018 1,153,889
Additions 10,000
At 31 December 2018 1,163,889
Provision

Al I January 2018 1,433
Provision in year 9.352
AL31 December 2018 10,785
Carrying amount

At 31 December 2018 1,153,104
At 31 December 2017 1,152,456

During the ycar the Company reccived total income from shares in group undertakings of £8,038,000 (2017 -
£212,045,000). This was largely made up of dividends from Rolls-Royce Nuclear Field Services France S.A.S.
of £6,707,000 (2017 - £1,662,000); Rolls-Roycc Australia Scrvices Pty Limited of £1,107,000 (2017 -
£3,984,000); and Rolls-Royce Technical Support Sarl of £333,000 (2017 - £308,000). In 2017 income from
shares in group undertakings also comprised £203,642,000 from Rolls-Rayce Overseas Investments Limited;
£1,600,000 from Nightingale Limited and £395,000 from Singapore Limited. No income from these group
undertakings was received in 2018.

During the year inipairments were made 1o the carrying valuc of investments in Nightingale Limitcd of
£9,047,000. and Rolls-Royce Namibia (Proprietary) Limited of £305,000 which were recognised within
administrative expenses.

The Directors have reassessed ‘the carrying value of the Company's other investments in subsidiary undertakings
based upori their net asset values as at 31 December 2018 and at 31 Deceriber 2017 and havé identified no
further impairments.
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Rolls-Royce Overscas Holdings Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continucd)

13 Investments (continued)

The following were subsidinry undeniakings / participating i of thc Company as at 31 Deceinber 2018:
*¥ denvtes a direet sharcholding by the Company

Company namic Sharcclass  Address
Data Systems & Solutions, LLC Paninciship  Carporation Service Company, 251 Little Falls Dnive ,Witmingion,
Delaware 19808, United States
Nighiingale Insurance Limied** Ordinary Maison Trinity, Trinity Square, St. Peter Port, GY1 4AT, Guernsey
PKMIJ Teclmical Services, Inc Ordinary Corporation Service Company, 251 Litile Falls Drive, Wilmington,
Detaware 19808, United States
PT Rolls-Royce Ordinary Mid Plaza 2, Lantai 16 1. Jenderal Sudirman 10-11, Jakarta, Pusol,
10220, Indonesia
Rolls-Royce Australia Piy Limited®® Ordinary Suite 102, 2-4 Lyonpark Rd, Macquarie Park, NSW-2113, Australia
Rolls-Royce Austratia Scrvices Py Limited®* Ordinary Suite 102, 24 Lyonpark Rd, Macquaric Park, NSW-2113, Australia
Rolls-Royce Civil Nuclcar SAS** Ordinary 23 chemin du Vieux Chéne, 38240, Meylan, France
Rolis-Royce Control Systems Holdings Co Common ‘Corporation Service Company, 251 Linle Falls Drive, Witmington,
Stock Delaware 19808, United States
Rolts-Royce Controls and Daa Services Inc Common Corporation Scrvice Company, 251 Lintle Falls Drive, Wilmington,
Stock Delaware 19808, United States
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Rolls-Royce Overseas :lflol(il'ings Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

13 ‘Investments (continued)
Rolis-Royce Corporation

Rolls-Royce Cote D'Ivoire SARL**

Rolls-Royee Crosspointe LLC

Rolis-Royee Defense Producis And Solutivns Inc
Rolls-Royce Defonce: Services Inc

Rolls-Royce Energy Systems Inc

Rolls-Royce Engine Services Holdings Co
Rolls-Royce Enginc Services Limiteda Inc*®

Rolls-Royce Finance Company Limited

Rolls-Royce Finance Holdings Co

Common
Stock

Ordinary

Parinership

Common
Stock

Common
Stack

Common
Stock

Common
Stack

Capital
Stock

Deferred
&
Qrdinary

C

Corporation Service Company, 251Lutle Falls Drive, Wilmington,
Delaware 19808, United Statcs

7 Boulevand Larrille, 25 BP 945, Abidjan, Cote d'lveire

Corporation Service Company, 25) Little Falls Drive, Witmington,
Delaware 19808, United States

Corporation Survice Company, 25) Linle Falls Drive, Wilmington,
Dclaware 19808, United States

Corporation Scrvice Company, 251 Litile Falls Drive, Wilminyton,
Delaware 19808, United States

Corporation Service Company, 25} Liule Fatls Drive, Wilmington,
Delaware 19808, United States

Corporation Service Company, 251 Little Falls Drive, Wilmington,
Delaware 19808, United Statés

Bldg 06 Benthaphil Compound, Jose Abad Sintos Avenue, Clark
Special Economic Zone Clark Pampanga Philippines

Moor Lane, Derby, England DE24 8B}

Stock

Corporation Service Company, 251 Litile Falls Drive, Wilmingion,
Delaware 19808, United States
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Rolis-Royce Overscas Holdings Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continucd)

13 Investments (continucd)

Rolls-Rovee (Ireland) Unlimited Company®® Ordinary Uister International Financial, 15t Floor, IFSC House, Dublin |, 100%
{reland
Rolls-Royce High Temperminre Composites e Common Corporation Service Company, 2710 Gateway Oaks Dr, Suite 150N, 100%
Stock Sacramento, CA 95833, United States
Rolls-Royce India Private Limited®® Equity Birla Tower West 2nd Floor 25, Burakhamba Rd, New Delhi, 110001,  100%
india
Rolls-Rayee Intemational LLCO* Ordinary Office 41N, Lit. A, 32-34 Nevsky Prospeet, St, Pelersburg, 19186, 100%s
Russian Federation
Rolis-Royce Internationat s.r.o** Ordinary Pobrezni 62073, 186 00, Karlin - Prague 8, Czech Republic 100%%
Rolls-Royce Malaysia Sdn Bhd** Ordinary Svite 13.03, 13th floor, Menara Tand& Tan, 207 Jalan Tun Razak 10095
50400 Kuzla Lumpur, Maloysia
Rolls-Royce Marine Chile Spa** Ordinacy Alcantara 200, Office 1303, Las Condes, Santiago, Chile 100%%
Rolls-Royce Marine North America Inc Common Corpuration Service Company, 25) Little Falls Drive, Wilaungton, 100%%
Stock Delaware 19808, United States
Rolls-Royee Mexico Administration S De RL dec CV** Ordinary Boulcvard Adollo Ruiz Cortinez 3642-403, Fracc Costa de Oro, 100%%

Verzcruz CP 94299 6, Mexico

Rolls-Royce Mexico S De Ri De Cv** Ordinary Boulevard Adolfo Ruiz Cortinez 3642-403, Frace Costa de Oro, 10022
Verzerue CP 94299 6, Mexico

Rolls-Royce Namibia (Proprictary) Limited®* ’ Ordinary 2nd Floor, Unit 4, LA Chambers, Ausspann Plaza, Dr Agostinho Neto  100%
Rd, Asspannplatz, Windhock, Namibi
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Rolls-Royce Overseas Holdings Limited

Notes to the .Financial Statements for the Year Ended 31 -December 2018 (continued)

13 Investments (continued)

Rolls-Royce New Zealand Limited*? Ocdinary Level 7 Bauleys Buitding, 36 Brandon Street, Wellington 6011 New 100%s
Zealand )
Rolls-Royce Nigeria Limited** Ordinary Civic Towers, Plot GA1, Ozumba Mbadiwe Avenue, Victoria 1sland, 100%
Lagos, Nigeria
Rolls-Royce North America (USA) Holdings Co. Common Corporation Service Company, 251 Linle Folls Drive, Wilmington, 100%
Stock Dclawarc 19808, United States
Rolls-Royce North America Holdings Inc Common Corporation Service Company, 251 Liiile Falls Drive, Wilmington, 100%
Stock Delaware 19808, United States
Rolis-Royce North America fnc Common "Corporation Senvice Company, 251 Littte Falls Drive, Wilmingion, 100%%
Stock ‘Delaware 19808, United States
Rofls-Royce North America Veotures Inc Cammon Corporation Service Company, 251 Litle Falls Drive, Wilminygton, 100%%
Stock Delaware 19808, United States.
Rolls-Royce North American Technologies lnc Common Corporation Service Company, 251 Little Falls Drive, Wilinington, 100%
Stock Delaware 19808, United States
Rolls-Royce Nuclear Field Services France SAS Ordinary ZA Noire-Dame, 84430, Mondragon, France 100%
Rolis-Royce Nuclear Field Services Inc Common Corporation Service Company, 80 State Street, Albany, NY 12207, 100%
Stock United States
Rolls-Royce Oman LLC** Ordinary Bait Al Reem, Business OfTice, #131, Building No. 81 Way No. 3409,  100%
Block No. 234, Al Thaqafa Sireet, Al Khuwair, PO Box 20 Postal
Code 103, Oman
Rolls-Royce Operations {India) Private Limited®* Ordinary Birla Tower West, 2nd Fleor, 25 Barnkhamba Road, New Delhi, 100%
110001, India
Rolls-Royce Overscas Investments Limited** Ocdinary Moor Lane, Derby, England DE24 8B} 100%
Rolls-Royce Placements Limited Ordinary Moor Lane, Derby, England DE24 $BJ 100%
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Rolls-Royce Overseas Holdings Limited

Notes to the Financial Statements for the Year Ended 31 Decémber 2018 (continued)

13 Investments (continued)

Rolis-Royce Saudi Arabia Limited
Rotlls-Royee Singapore PTE. Lid **

Rolls-Royce Technical Support sarf*®
Rolls-Royce Turkey Power Solutions Industry And Trade Limited*®

Vessel Lilter tne

Vinters-Armstrongs Limited®*

Cash
Shares

Ordinary

Ordinary
Cash
Shares

Common
Stock
Ordinary
8

PO Box 88545, Riyadh, 11672, Saudi Arabia

1 Marina Boulevard, #28-00 One Marina Boulevard, 018989,
Singapore

Cenltrada |, Avenue Didicr Daurat, 31700 Blagnac, Toulouse, France

Meclis i Mcbusan Cad No. !, Ekemen Han 34427, Kabatag, Istanbul,
Turkey

Carporation Scrvice Company, 1201 Hays Street, Tallahasse,
FL32301, United Statcs

Moor Lang, Derby, England DE24 8BJ
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Rolls-Royce Overseas Holdings Limited

Notes to the Financial Statements for the Year Ended 31 ,Decem'ber 2018 (continued)

13 Investments (contjnucd),

Joint ventures

£000

Cost or valuation

At 1 January 2018 143,777
Additions 10,911
At 31 December 2018 ) 154,688
Impairment .
At 31 December 2018 -
Carrying amount

At 31 December 2018 ‘ 154,688

During the year the Company received total income from participating interests of £57,580,000 (2017 -
£33,750,000). This was largely made up of £32,781,000.(2017 - £21,604,000) from Hong Kong A¢ro Engine
Services Limited and £24,790,000 (2017 - £]2,146,000) from Alpha PartnersLeasing Limited.
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Rolis-Royce Overseas Holdings Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continucd)

13 lavestments (continucd)

Details as at 31 December 2018 are as follows:
** denotes a direct shareholding of the Company

Company name

Alpha Leasing (US) (No 2) LLC

Alpha Leasing (US) (No.4) LL.C

Alpha Leasing (US)(No S)LLC

Alpha Leasing (US) (No 6) LLC

Alpha Leasing (US) (Ne. 7) LLC

Algha Leasing (US) (No.8) LLC

Clnss of shares

Partnership (no cquity)
Partnership (no equity)
Pannership (no equity)
Partnership (no equity)
Partnership (no equity)

Parncrship (no cquity)

Address

Corporation Service Company, 251 Liule Fails Drive, Wilmimgion,
Delaware 19808, United States

Corporation Scrvice Company, 251 Little Falls Drive, Wilmington,
Delaware 19808, United States

Corporation Service Company, 251 Little Falls Drive, Wilmington,
Delaware 19808, United States

Corpcralibn Service Company, 251 Little Falls Drive, Wilmington,
Delaware 19808, Uniled States

Corporation Seevice Company, 251 Litle Falls Drive, Wilmington,
Detaware 19808, United Siates

Corporation Service Company, 251 Little Falls Drive, Wilmington,
Delaware 19808, United States
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Rolls-Royce Oversens Holdings Limited

Notes to (lxe"Fi_nnnciaj Statements for the Year Ended 31 December 2018 (continued)

13 Investments (continued)
Alpha Leasing (US) LLC

Alpha Partners Leasing Limited*?
Egypt Acro Management Services®*
Hang Kong Aero Engine Services Limited®*

International Acrospece Manufacturing Privale Limited®*
Light Helicopter Turbine Engine Company

Omega Leasing (US) (N0.2) LLC

Omzga Leasing (US) (Na.4) LLC

Omcega Leasing (US) (No.S)LLC

Omega Leasing (US){No.6) LLC

Omega Leasing (US){No.7) LLC

Partnership (no equity)

A ordinary
Ordinary
Ordinary
Ordinary

Partnership (no equity)
Partnership (no equity)
Pantnership (no cquity)
Partnership (no cquity)
Paninership (no équity)

Parntnership (no equity)

Corporation Service Company, 251 Littte Falls Drive, Wilmington,
Delaware 19808, United States

Kings Place, 90 Yaik Woy, London, N1 9FX, United Kingdom
Egyptair Engine Workshop, Cairg Intemational Airport, Cairo, Egypt
33rd Floor, One Pacific Place, 88 Queensivay, Hong Kong

3 Survey Number, 3 Kempapurte Village, Varthur Hobli, Bangalore,
KA 560037, India

Suite 119, 9238 Madison Boulevord, Madison, AL35758, United
Siatés

Corporation Service Comgpany, 251 Liule Falls Drive, Wilmington,
Delaware 19808, United States

Carporation Service Company, 25) Litle Falls Drive, Wilmington,
Delaware 19808, United States

Corporation Service Company, 251 Little Falls Drive; Witinington,
claware 19808, United States

Corporation Service Company, 251 Liule Falls Drive, Wilmington,
Delaware 19808, United Siates

Corporation Service Company, 251 Litle Falls Drive, Wilmington,
Delaware 19808, United Siates
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Rolls-Royce Overseas Holdings Limited

Notes to the Financial Stateiments for the Year Ended 31 December 2018 (continued)

13 Investments (conlinucd)

Omega Leasing (US) (No.§} LLC Pannership (no cquity)  Corporation Service Company, 25) Linte Falls Drive, Wilmington, 50%
Delaware 19808, United Siates

Omeya Leasing (US) L1.C Pacuership (no equity)  Corporation Service Company, 251 Little Falls Drive, Wilmington, 50%%
Delaware 19808, United States

Rolls-Royce Energy Angola, Limitada Quota Rua Rei Katyavala, Edificio Rei Katyavalo, Entrada B, Piso 8, 50%
Luanda, Angola

Rols-Royee & Pantaers Finance (US) (No.2) LLC Parinership (no equity)  Corporation Seevice Company, 251 Littte Falls Drive, Wilmington, 50%%
Delaware 19808, United States

Rolls-Royce & Pormers Finonce (US) LLC Partnership (no cquity)  Corparation Service Company, 25t Liule Falls Drive, Wilmington, 50%
Dclaware 19808, United States

Rolls-Royce & Panners Finance Limited Ordinary Kings Place, 90 York Way, London, N1 9FX, United Kingdom 50%%

Rolls-Royce Engine Leasing (Labuan) (No.2) Limiled Ordinary Unit Level 13{A), Main Office Tower, FinanciaI'Pa,rk Labuan Jalan 50%%
Merdeka, 87000 Federal Territory of Labuan, Malaysia

Rolls-Royce Engine Leasing (Labuan) Limited Ordinary Unit Level 13(A), Main Office Tower, Financial Park Labuan Jalan 50%
Merdeka, 87000 Federal Territory of Labuan, Malaysia

RRPF Engine Leasing (No.2) Limited Ordinary Kings Place, 90 York Way, London, N1 9FX, United Kingdom 50%

RRPF Engine Leasing (US) (No.2) LLC Ordinary Corporation Service Company, 251 Litile Falls Drive, Wilmington, 50%%

Delaware 19808, United States

RRPF Engine Leasing (US) LLC Ordinary Corporation Service Company, 251 Linle Falls Drive, Wilmington, 50%
Delawnre 19808, United States
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Rolis-Royce Overseas Holdings Limited

Notes to the Financial Stutements for:the Year Ended 31 December 2018 (continyed)

13 Investments {continucd)

RRPF Engine Léasing Limited Ordinary Kings Place, 90 York Way, London, NI 9FX, United Kingdom 50%
Singapore Aero Engine Services Private Limited Ordinary 11 Caishot Rond, 509932, Singapore 50%
" TaecUcak Motor Sanayi AS®* Cash shares Buyukdere Caddesi, Prof. Ahmel Kemal Aru, Sokagi Kaleseramik, 49%
Binasi Levent No. 4, Besiktas, 1stanbul
Techjct Acrofoils Litmited** Oudinary A & Tefen Industrial Zone, PO.Box 16, 24959, Israel 50%
Ordinary B
Texas Aero Engine:Services LLC Partneiship (no ¢cquity)  The Carporation Trust Company, 1209 Orange St, Wilmington, 50%%

DE19801, United States
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Rolls-Royce Overseas Holdings Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

Inventorics
2018 2017
£000 £000
Raw materials and consumables 5,637 5.595
Work in progress 10,945 2,220
FFinished gaods and goods for resale 1.138 9,611
17,720 17,426

There is no signilicant diflerence between replacement cost of work in progress and finished goods for resale
and their carrying amounts. Inventories are stated after provisions for impairment of £677,000 (2017 -
£652,000).

Trade and other receivables: amounts due less than one year

2018 2017

£000 £000
Trade receivables 10,919 7,178
Amounts owed by group undertiakings. 46,584 -
Other receivables 2,165 2,289
39,668 9,467

Amounts owed by group undertakings are non-interest bearing, unsecured and repayable on demand.

Loans and borrowings

(As restated)

2018 2017
£000 £000
Current Joans and borrowings
Bank borrowvings 3.552 3.850

Cuirent loans and borrowings in 2017 have been resiated to present a balance of £3.850,000 previously
classified as a trade payable relating to the Company's joint operation, IAMPL. The balance has been
proportionally consolidated (see note 2).

Current borrowings relate to the element of the external loans held by the Company's joint operation, IAMPL,
due less than one year. The borrowings relate to packing credit secured on IAMPL's trade receivables and
inventory. The terms of the credit are 6 months from the draw down date and interest is payable half-ycarly at
LIBOR plus 225 basis points.

(As restated)
2018 2017
£000 £000
Non-current loans and borrowings

Bank borrowings 477 320
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Rolls-Royce Overseas‘Holdings Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

16 Loans and borrowings (continued)

17

18

Non-cuirent loans and boirowings in 2017 have been restated to présent a balance of £820,000 previously

classified as a trade payable relating to the Company's joint operation, JAMPL. The balance has been
proportionally consolidated (sce note 2).

Non-cirrent barrowings relate 1o external loans held by the Company's joint operation, IAMPL, which are due
in greater than one year. The external bank loun js secured on the plant and machinery of the Company. The

lerm of the loan is S years and is due for repayment on 18 January 2021. Interest is payable monthly at 10.5% on
the outsianding loan value.

Obligations under leases and hire purchase contracts

Operating leases

The lease payments in the year and futire qpélrﬂiiﬁ’g lease commitmerits reldte to leases for land and buildings
relating 1o the Company's joint operations, IAMP!. and Techjet. The Jease for the IAMPL land and warehousing
expires in August 2026 and (e Techjet buildings lease expires in September 2024,

The total fufure value of minimum leasc payments is as follows:

2018 2017

£ 000 £000
Within one year 540 548
In two to live years 2217 2,404
In over five years 1,627 1,766
4,384 4,718

The amount of ion-cancellable opervating lease paymenis recognised as an expense during the year was
£535,000 (2017 - £550,000).

Provisions for liabilitics and chiarges

Total:provisions

Employee  Deferred tax "¢ i iiiies
provisions liabilities - =
and charges
£000 £000 £000
At ] January 2018 618 458 1,076
Additions 149 194 343
Transfcr 10 accruals (767) - (767)
AL 31 December 2018 - 652 652
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Rolls-Royce Overseas Holdings Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

Employee provisions relate to vacation and recreation pay accrued in the Company's joint operations, Techjet,
which is based in Israel and in IAMPL in India. At the 31 December 2018, the total liability for vacation and
recreation pay has been transferred to. trade and other payables and presented as an accrual (note 19).

In addition to the above, provisions for deferred tax liabilities are scheduled in note 10.

Total provisions of £652 thousand at the year ended 31 December 2018 relate to deferred tax liabilities (2017:
£1,076 thousand).

Trade and other payables

2018 2017

£000 £000
I'rade payables 3,227 4,833
Accruals 767 <
Amounts owed lo group undertakings 500,849 505,625
Social security and other taxes 1,362 1,145
Group reliel payable : 205 260
Otlier payables 210 587
508,620 512,450

Amounts owed to group underlakings are unsecured, interest {ree, have no fixed date of repayment and are
repayable on demand.

The social sceurily and other taxes relate to the Company's joint operations, whose results have been
proportionately consolidated in the financial statements.

2017 trade payables have been restoted to reclassify current and non current borrowings of £3,850,000 and
£820,000 respectively (see notes 2 and 16). The current and non-current borrowings rclate o borrowings held
by the Company's joint operation, IAMPL and are proportionally consolidated.

Accruals reluie to vacation and recrcalion pay accrued in the Company's joint operations, Techjet, which is
based in Israel and in IAMPL in India. At the 31 December 2018, the total liability for vacalion and recreation

pay has been transferred from provisions for labilities and charges (note 18) to trade and other payables and
presented as an acerual.

Dividends

During the year a dividend of £Nil was paid (2017 - £230,000 thousand).
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Rolls-Royce Overseas Holdings Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

Called up share capital )

Allotted and fully paid shares

2018 _ o7 o
.No. 000 £000 No. 000 £000
Ordinary shares of £1 each 314,502 314,502 314,502 314,502
Allotted and fully paid shares
2018 2017
No. 000 £000 No. 000 £ 000
‘A" shares of $1 each 120,756 84,997 120,756 84,997

The *A’ shares do not carry the right to a dividend (fixed: or othenvise), other than as a class dividend at the
discretion of the Directors.

The 'A’ shares carry the same right to assets on the winding up or other repayment of Capital as the ordinary
Shares. The ‘A’ shares shall not confer the right to any further or other participation in the profits of the assets of
the Company.

The 'A’ shares shall not entitle the holders 1o receive notice of or attend or vote at any general meeting unless the
business of the meeting includes the consideration of a resolution for:

a) winding up of'the Company or reducing its authovised share capital for;

b) sale of the undertaking of the Company;

¢) varying or abrogating any of the rights attached to the 'A’ shares.

Coritingent liabilities

In January 20} 7, aller full cooperatjon, compimics within the Rolls-Royce group concluded deferred prosecution
agreements with the SFO and the US Dcp.ulmcnl of Justice and a lenicncy agreement with the MPF, the
Buanllan federal | pmsecutons (“the agreements”). The Central Bureau of Investigation (CBI) in India has opencd
a formal investigation nariiing Rolls-Roycce ple, Rolls-Royce India Private Limited and others alleginig bribery in
selation to historical matters. The companics named will respond appropriately. Action may be taken by other
nulhonuus against these or other entitics or indjviduals. [n addition, we could still be affected by actions from
cuslomers and customers' financiers. The Directors of those companies that are parly o the agreements or
named in the CBI investigation are not currently aware of any matlers that are likely to lead to a material
financial loss, but cannot anticipate all the possible actions that may be taken or their potential consequences.
There are no financial consequences of the agreements or the CB1 investigation on the Company.
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Rolls-Royce Overseas Holdings Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

Events after the end of the financial period

On | April 2019, the Rolls-Royee Holdings plc group disposed of all its commercial marine business to
KONGSBERG for a cash consideration of £547,544 (housand. The Company holds 100% shareholding in
investments in RR Namibia (Proprictary) Limited and Rolls-Royce International LLC, two of the companies
included within the commercial marine disposal. An impairment review was performed to assess the camrying
value of the investments at the year end. This has resulted in an impairment charge of £305 thousand in respect
of the canrying value of RR Namibia (Proprietary) Limited.

On the 25 Junc 2019. the Company paid an interim dividend of £366,000 thousand to its parent undertaking
(Rolls-Royce plc). Appropriale documentation to comply with the requirements of Section 836 and 838 of the
Companics Act 2000 and 1o support the payment of the interim dividends was not in place on 25 June 2019. The
additional documentation has subscquently been preparcd in advance of the date of approval of these financial
statcments.

Parent and ultimate parent undertaking
The Company's immediate parent is Rolis-Royce ple.

Rolls-Royce Holdings plc is the ultimate controlling party and parent undertaking of the largest group to
consolidate these (inancial statements. Rolls-Royee ple is the parent undertaking of the smallest group to
consolidate these financial statements.

The consolidated financial statcments of these groups are available to the public and may be obtained from
Kings Place, 90 York Way, London. United Kingdom, N1 9FX,
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