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' Financial Highlights

Feanama

The BICC Group is an internaticnal engineering business specialising in cables, cable systems,
construction, engineering and contracting. It serves, principally, the world's markets for
infrastructure development in communications, power, transport and the buift environment.
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For the year ended 31 December 1997 1996
€n £m
Turnover 4,478 4,668
) Cperating profit
Balfour Beatty ) 42 10
BICC Cables 43 94 j
BICC Cables Corporation 17 15 1
Metal Manutacoures 26 37 1
BICC Developments (10} {7} E
Other Businesses 18 15 '
136 64
Exceptional items {140} (65}
{Loss)/profit before interest {4) 99
(Loss)/profit before taxation {30) 64
i Earnings per ordinary share (pre-exceptional) 10.1p 13.0p
Loss per ordinary share {19.5p) - [3.2p _
Dividends per ordinary share ' BOOp T 12.41p

1 BICC Group Arnual Report and Accounts 1997
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Chairman’s Statement

1997 did not meer our expecrations. We had hoped to make
further progress by following through on the partial recovery
seen in 1994, but in the event profit before exceptional items,
at £110 million, was some 15% lower than the £129 million
achicved in the previous year.

Better results in other parts of the Group, particularly in
Balfour Beatty, which is performing very well, could not
compensate for the very adverse cffect of continuing and
serious overcapacity and poor prices in most parts of the
European energy and general cable markets, The overall
situation has not been hetped by the continuing strength
of sterling.

We have reacted strongly to this difficult situation by taking
further radical action to improve our competitive pesition.
During the year we took £45 mitlion out of our cost base.

In addition, we have merged our activitics in Germany with
NKF and halved our joint capacity there; in Iraly, we are
severely rationalising operations; in the UK, the agreement
recently announced with Delta ple will improve rod mill
leading, extract us from the construction cable market, and
strengtnen owur utility cable business. We are also dispesing
of some smaller non-core businesses.

Although the net cash cost of all these initiatives is roughly
neurral it does result in an exceptional irem of £140 million,
to cover provisions and the write-down of assets’(including
£18 million in Metal Manufactures), and this preduces a loss
before tax of £30 million (1996 profit £64 miilion).

In Asia-Pacific, where some of our new investment
progremme to supply the infrastructure for the telecom and
power distribution markets is dirgeted, the recent unexpected
deterioration in the cconomic scene will, in the short term,
delay the growth we had planned but at the present stage of
our development, our dircet exposure to the region is limired.

2 718C Group Annual Report and Accounts 1997

in the light of the extremely difficuit market conditions we
nave encountered and the radicai action we have therefore
taken, we believe it is only pradent to reduce the dividend o
a level from which we can move forward in the future. A final
dividend of 4.0p is therefore proposed, giving a total
distribution for the year of 8.0p.

As to prospucts for 1998, we expect the first half of the year
will continue to be challenging for our cable operations burn
the latter part of the year we anticipate seeing evidence of the
results of the action we have taken, At Baifour Beatty, which
represents about half of our turnover, we expect the recent
improvement to continue, BICC Developnmients has now
largely eliminated the overhang of the property portfolio from
our batance sheet, and we expect our activities at Barking
Power and Andover Controls to continud to prosper.

We have greatily reduced our exposure to those substantial
parts of the cable market which offer little possibility of
acceprable profits or growth. In the longer term, I belicve the
radical actions we have taken will see us emerging from an
extremely difficult period as a stronger and better focused
Group, with good prospects of enhancing shareholder value.

Viscount Weir Chairman




Chief Exocutive's Review

1997

The Group’s 1997 protivs, hefore eaceptional items and tax,
were 21O million, down £19 million o0 1996, Earnings pur
share before exceptional itvms redueed from 13.0p o 10 p.

The profits were adversely affected by the difficulties in the
European eables businesses, where our fundamcental
restructuring and cost reductions should show beneiit in the
second half of 1998, The continued strength of sterling has
made life difficult for some of our higher margin businesses
where we have responded with new products and furcher
development of our marketing strength i Burope,

Teo sharpen our focus {or the future, the Communications
group has been separated from the Envrygy cables group with
new management, with the intention of developing this
business in growing markets.

Balfour Beatty on the athee hand has improved productivity
and margins leading to substantially improved profiss of
£42 yuilion, up from £10 axitlion fast year, and with a
promising outlook for the future.

In North America profiss impreved but Maetal Manufactures
i Australia continved to operate in 2 constrained market
where the promised recovery has been very slow to materialise
and where the changes in Asta-Pacific have made exporting
more difficult. C oo D

The engoing concentration on tight management of cash has
resulted in a nee debt figure of 2130 million. This was better

than planned after capital expenditure of $147 million
increased from last year in those arcas we scek ta Jevelop.

2 BICC Group Anneat Repoit s, Accounts 1997

Alwry Jones Cieot Laecustivy

Balfour Beatty

Thers has Been 2 contnuation of the nnprovement svident
at the hall year, The steadyv improversent in the marging of
the UK buildimg and walding services companies, through
produc ivity and improved customer service, can be seen in
the resuits. This sector of Balfour Beatrv’s business compriscs
approaching £1 biliion of sales and in the present UK market
conditions further improvements in rurging can be expocted

The rail businesses which we acguired i 1996 have been
integrated with Balfour Beanty's existing rai} operations giving
total annual turnover in excess of X400 miliion. The process
of increasing productiviry in the acquired husinesses

continus. Qur abjective iy 1o ensaze those operateer s can he
sufficiently competitive to tetann share of Railtrack’s business
while reducing the costs w Railtrack and providing Balfour

Beatty with an adequate return.

In new construction, the rail business is working i1 the US
and Hong Kong internationally while in the UK the focas is
an positenimg Balfour Beatty to win z siare of the inereased
expenditure planned on ntil projects such as dhe West Coast
Main Line, London Underpround and LHopefully the link o
the Channel Tunnel.

The UK civil engineering business is performing satistactority
and, with fnal settlemences of the long sutstanding TML and
Eeathrow contracts at the levels anticipated, now faces a less
uncertain outlook in profit terms. With adequare workload
from existing major projects m the shart werm, the key to
medivin-term suceess is conventing currsnt prospects into
profects for 1999 and beyond.

On the international front, the maior proseces greup has been
strengthening its regional businesses in order 1o capitalse on
the lons-standing business experience and support of these

businesses in Hong Kong, the Fhilippiecs, indenesia, Dubai

N
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atd Turkey, In the US| the general contracting business which
has bren a loss maker has been closed and Balfour Beatty

is now focusing successfully on the profitable major civil
engineering sector.

fn the Privatte Finanee Initiative, we are still in the process of
finalizing the two hospital projects in Durham and Bdinburgh.
We ranamn confident that the negotiations will be completed
in the next few months, These will then =kl w the concessions
previously won on the road and waste-ta-cnergy projccts.

H# ruccessfully hrought to 2 conclusion, the hospitals will
bring the total of contracting and related work won through
the DEI t £470 milliorn. ‘

Balour Beatty should continue, as it procceds with its
rearganisation, to deliver improving marging by increasing
customer, projeet and geographic focus.,

Cables

There have been major changes i the Bucepean cables
market. ©Qur customeers have been subject to pressures atising
from deregulation, privatisation and reduction in government
expenditure, and this has led w difficultics and clanges io the
energy cables businesses. Seme £25 million of the profit
decling was due to Germany and ftaly. For example in [taly
ENEL placed very low call-offs in the second haif znd v
zero call-offs in the last quarter. . ' T

ually

We have therefore taken a series of actions that represent

a rapid and fundamental restrucruring of the Enropean energy
cables business, During 1997 BIC
Prave been reduced by approximately £45 million. In August

2's eosts in this business
1997, a joint venture was created with NKF in Germany as
part of which two large faetories are heing closed. The
restructuring is comdinuing with significant downsizing and
reorganisation in Italy amcd the UKL In ftaly the number of
emplovees has heen reduced by 30%. A further szage in this

4 BICC Group Annual Report and Accouns 1997

process was announced reeently in which we will exchange
assets ina group of businesses with Delta ple and closc

s number of factories,

As we stated at the time ot announcing the trapsaction with
Dielta, there is a farge exceptional charge retlecting this serics
of actions hue the overall resules of these acuons will he
approximately cash neutral for the Group,

Early indications tor 1993 show sonwe improvemear i
valumes bur the full effect of the action programmes will not
come through untdl the second half of 1998,

[n supertension cadles, the ordor book is back 1o moare nornial
levels after the shortfall experivneed during the first part of

1997, rhe business shonld increasc s profitability as we
cantinue during 1998 with the investment programme o
upgerade the facilities to enable us 1o puticipate to a greater
extent in the growing internacional submarine power cahle
market.

Wedare continuing to upgrade the guality and breadils ot the
services that we offer te the power utilizigs throughous
Europe, as we seek to differvnuate ourselves dirough 2 woder
range of services 1o this competitive area.

In communicanions, we have now separared the business {tom
Energy cables under the responsthility of a new Managing
Director whom we recruited during 1997, Thas is 2 ramdly
growing market, covering both telecomnmunication and data
and its average growth is in excess of 129 por anoum. Thet
is strong competition but we have continued vur invesunent
prograrame in this scetor. Optical fibre prices have adjusted
downwards following the end of a phase of waorld shorage.

W are seeking to deliver a broader service offering to our wide
range of customers and to that end reached an agreement wizh




CIENA from the US during the year and are investing in
othr praduct and systems developments, The business is
inan important Jevelopment stage. We intend o improve our
market position in Burope with an aggressive and co-ordimated
marketing effort during 1998 based upon a more integrated
Eurcpean strategy then proviously pursued.

Resuls in AsiaPacific, as a result of the cconomic difficultics,
have not met ouar expectations Jduring 1997, We are, however,
still ac a relatively carly stage of our investment programme
with our aperavicnal manufacturing capabilivy confined to
PCM In Malaysin and the new Brand-Rex plant inthe
Philippines., We remain commitred to the region but continue

O revicw our programme as the econnmic situation develops.

In North America, BICC Cables Corporation returned
improved results. The utility business, which hus a strong
market position, continued to perforin well and our industrial
and Brand-Rex businesses, under new management, are
repesiticning themselves, strengthening their marketing angd
improving their etficiency in order to inercase their
profitability levels.

Meral Manufactures’ profits full to £26 miltion as the
domesti¢ economy showed only patchy recovery and the
decling in demand from Asia-Pacific adverscly impacted
exports commuanicdtions ¢ables, a slowdown'ia calb-ofis
from both Telstra and Optus had a marked dowrward effect
on profitability.

Other Activities
Andover Controts and Barking Power both increased their
contributions to the Group's profits in 1997,

Further progress was made in disposing of proporty

devidopments including the Queens Arcade Retail Centre
in Cardiff, Planning ¢learance has been given for the LIFFE

s BICC Group . «inual Report and Acconnts 1387

development in Spitalfields enabling LIFFE to commence
development on the gite in 1995, The capital tred up in our
development portfolio at December 1997 s duwn to

L68 million.

Outlock X

The rapid and fundamental restructuring of our European
erergy cables business has removed shose businesses in which
we had decided not to invesz, We have retained the utibiy
power cables businesses and very high power cables 1n which
wodre sustaining our investinent supported by suitable
rechnical development, This parallels our position 1n North
America where we have sustained vur businesses in similar
product arcas following the rationalisation in 1996, We are

alse serengthering our specialist industrial cables businesses.

The main restructuring progranunes in cables will not benefic
the fivst half results but will bring improved results in the
sceond half if present marker ievels continue.

In Australia we have taken action to improve the business hut
as for lust year we need improvement in economic conditions
to achicve any significant improvement in performanec.

In Balfour Beatty the new major project organisation will be
focusing on developing dhe business workdwide. We sce strong
growth in the business overall as productivity and levels of
CuUstomer service continue 1o haprove.

Alan Jones Chief Exacutive




FLy s rall engieering andh ronnt crinn s
isinoess s bomg reshapoed to ensurc that 1t s well
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Balfour Beatty has consolidated its international project
management expertise and resources into a single
organisational unit, which will be deployed to satisfy
major project customers across the world.
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B Nas created, over tme, stong positions in essenttal
products and technologies to service the fast-changing
data and telecommunications markets. Through new
management, joint ventures and additional investments,
we are now expanding the capabilities of these
businesses to match developing customer requirements.
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European energy cables interests. The results of this

process wili be a strengthening focus on the inferna ona
power utility markets and on some selected industriz
sectors while enhancing our product and service offer.

RICC is in the process of radically restructuring its




Financial Review

Ronald Henderson Finance Crrector

~would!

Performarice

The Group'’s operating profit, before ¢xceptional v

fell by 15% te £110 million, as the adverse effects of the
overcapacity in the Europeun energy markets resuleed in
substanciai losses in both our German and Itaiian businesscs,
The restructuring of our business to meet changing markets
has resulted in £140 miltion of excepticnal costs as we close
and consolidate businesses, climinate unprofitable products,
continue the reduction of our cost base and write down assets,

The exceptional charge comprises £62 million of fixed asset
write-downs in Europe and Australia, and £80 miilion of
redundancy and rationalisation costs. It is anticipated that
as procecds from transactions and realisations of fixed assets
and working capital are received, the overall result will be
approximately cash neutra! for the Group.

As a result of rationalisation, sales will reduce in a full year
by approximately £200 million, This reduction is all in
products and businesses which: are underperforming at present
and, in cur view, arg likely to continue so to do. In addition
we are increasing sales in our retained businesses, particularly

_to European power utilities.

Cash Flow and Net Debt

Better than anticipated cash flow together with the beneficial
cffect of stronger sterling on the translation of overseas debt
resulted in net debt at the end of year of £180 millinn. This
was achicved despite the continuation of our investment
programme involving £147 million capital expenditure,
primarily in optical, data and supertension products.

Progress in working capital reduction has continged in 1997,
: s modest benefit from lower metal prices which
nerease if current metal prices are sustained,

inclu
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In addition, we paid £32 mitlion on acquisitions, primarily
completed in previous yIars, comprising payments for BICC
Cables Espania, and a further instalment for the Rail Units
acqtiired in 1996,

The year end ret debt should be viewed as the normal cyelical
annual low point in the Group’s debt levels. The average net
debt over a twelve month period is typically over £100 million
in excess of the year end positicn.

Treasury Policy

The treasury function manages foreign exchange exposures,
borrewings, cash balances and major banking relationships,

It does not actas a profit centre, nor does it speculate in
financial markets, but operates within stricth- defined limizs
to minimise the Group's £xposures in accordince with policics
laid down by the Board.

Foreign exchange transaction CXPOSUTCS On OVerseas contracts
arc hedged using forward contracts or currancy options. Qur
policy is to manage the Group's net asset curTency exposure
within pre-determined ranges using local currency burrowings,
forward contracts and currency swaps.

The benefit of this policy has been o limir the adverse
translation ¢ffect on the Group's assets to £20 million in
1997, despite sterling’s strong appreciation against all major
currencics and the majority of the Group’s assets being
overseas,

During 1997, we refreshed our madinm-term bank facility annd
at the year end had unutitised commirtted borrowing facilitics
amounting to £342 miilion, of which £399 million ¢xpire in
2000 or beyond.
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Currency

Shert-term exchange exposures are substantially hedged,
However, sterling’s 20% appreciation against the Gerinan Mark
and other European currencies has reduced the competitiveness
of our UK manufaceured preducts, with incvitable adverse
consequences in terme of profitability and employment.

In Asia-Pacific, the dramatic currency falls since mid 1997
have led to a slow down in expendrture in our markets in the
second half of the year and has reduced exports from Australia
to certain Asiz-Pacific countries, Group Sales in Asia-Pacifie
in 1997 fell overall by £114 million compared to 1996,

Taxation

The charge for the year, before exceptional items, was

£36 million, an effective rate of 33%. The recent reduction in
UK Corporation Tax and the climination of unreiicved losses
in Germany and Iealy should allow further reduction in the
on-going effecrive rate. The Group has unrelieved losses to
utilise in several territories. Ar 31 Decemnber 1997, the Group
has unr:ticved ACT 1o carry forward of £13 million,

Pensions

- ~-the Group's-principal UK pension fufids remain in surplus

despite the elimination of the tax credits in 1997, During the
year, £3 million was contributed to one of the funds although
no net charge was made to the profit and loss account while
the net surplus is amortised. The next major valuation is due
in 1999. The position will, however, be reviewed later in 1998
to establish whether charges to the profit and loss account
will need to be resumed.

11 BICT Group Annuat Report and Accounts 1997

Year 2000 Programme

We are continuing to review the potential impact on our
businesses of the IT issues arising from the year 2000 and we
are instigating remedial work where required. Reviews have
beer undertaken in all business units with the progress of the
programme being monitored centrally, Many of the Group’s
systems and processes are alre~dy compliant and the Croup
expects all material tasks identitied to be completed in time.

Going Concern

The Directors, having made appropriate ¢nquiries, consider
it reasonable to assume the Group has adequate resources

te continue in operation for the foresecable future, For this
rcason, they have continued to adopt the going concern basis
in preparing the accounts.
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Operating Review

Michae! Welton Chief Executive
Balfour Beatty

Carditf Bay Barrage. A £94 million project to construct o 1.1
kilometre tong barrage in Cardiff, South Wales, This will create a 200
hectare lake as a focus for development in the city.

Balfour Beatty is a mzjor international engineering and construction company. Its activities
encompass civi', railway, and power engineering, building and building services, maintenance
and facilities management. It also has a number of specialist manufacturing operations that
support its power and railway engineering businesses.

Balfour Beatty

1997 1996

£fm fm

Sales 2,202 2,118

Operating profit 42 10
Overview

In 1997, Balfour Beatty’s profits improved by £32 million to
£42 milljon. There were three major contributing factors:

the benefits of a more selective approach to bidding contracts
began to show through in achicved profit margins; the
benefits arising from an increasing attention to productivity
and costs; and the cradication of losses, particularly in the
USA. Satisfactory outcomes were achicved for both the final
Channel Tunnel settlentent and the Heathrow Express
contract, both of which had been appropriately anticipated in
previous vears’ accounes.

In the marketplace, UK infrastructure expenditure was again
depressed, with the new Labour government making further
cuts to the road programme. The UK building and building
scrvices market showed further signs of iinprovement
however and progress continues, albeit slowly, in the
government’s Private Finance Initiative. Investmerit in rail

Market-led reorganisation continued, with the Balfour Beatty
group's key resources for bidding and executing major projects
being combined in a new management unit. This will ensure
that the appropriate resources can be deployed on behalf of
major elienis at key leverage points on a fully international
basis. » ncw operating unit, Balfour Beatty Capital Projects,
was created to manage the group’s involvement in the growing
privately Ananced project market around the world,

12 BiTC Group Annual Report and Accounts 1997

Further progress was made in reorganising the former British
Rail infrastructure units acquired in 1996 and integrating
them with the other rail engincering activities within the
group to create a full-service, new build, renewal and
mairtenance service portfolio.

A new joint venture, First Philippine Balfour Beatty, has been
formed to operate in the promising Philippines market.

Operations

In the UK civil engineering market, new project availability
declined once again from an already weak base. However, a
number uf quoting and bidding opportunities are now being
pursued, most notably those arsing from major rail
developments.

The £102 million widening scheme for Junctions 8-10 of the
M25 motorway azound London was completed successfully.

Many of the innovative management techniques used in this
project are now being implemented on other projects,

The civil engineering and tunnelling works for the Heathrow
Express were also successfully completed during the year.
This project has scen an especially close co-operative approach
between client and contractor. Progress on Contract 102 of the
Jubilee Line continued satisfactorily, despite the exceptionally
challenging naturc of the engincering work involved,
particularly at the new Westminster underground station.
The Cardift Bay Barrage scheme in Sonth Walces is now nearing
completion with flooding of the cofferdam fully achieved.

Our highways maintenanee work in Hampshire, Surrey and
Buckinghamshire for the Highways Agency progressed well.
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The new headquarters building for ABN AMRO at Spitalfields,
adjacent to the City of London. A £50 miflion joint venture project.

In Capital Projects, the three, secured DBFO road schemes —
Al/MI Link, the A50 and A30fA35 —all progressed
satisfactorily. Progress continues towards the financial close
of two major hospital devclopments, the £195 million Royal
Infirmary in Edinburgh and the £70 million North Durham
Hospital. A contract for a new waste-to-energy plant for
Dundee Energy Recycling Limited, in which BICC has a 20%
equity interest, was also secured under the UK government’s
Private Finance Initiative.

In power engineering, major projects at Igzesund and Seal
Sandls were taken to completion. During the year, the decision
was taken no longer to tender for full turnkey power projects,
but instead to provide sclected contract and engineering
scrvices to such projects, as appropriate.

In the USA, particvlarly good progress was made in major
projects, Significant awards included the scismic
reinforcement of the Golden Gate Bridze in San Francisco,
the 195 interstate highway improvement in Connecticut and
a number of road censtruction jobs in Texas. General
construction work in the US, which has contributed losses
in rccent years, has now been discontinued.

In Asia-Pacific, the major hydro-clectric scheme at Pergau in
Malaysia was completed. First Philippine Balfour Beatty was
awarded the civil works and overhead lines for a new power
station in the Philippines, the company’s frst major project.

The latest stage in the massive project to build the main
terminal building at Chek Lap Kok Airport in Hong Kong was
handed over to thie client on schedule. This project is now
nearing completion.

13 BICC Group Annual Repeort and Accounts 1997

Balfour Kilpatrick iast year completed installation of the alectrics’
and mechanical services for the new Pfizer research building.

The £220 million A1/M1 Link project is one of the largest Des:an,
Build, Finance and Operate road schemes et under the UK
government’s Private Finance Initiative,

Balfour Bearty Sakri, the group’s joint venture in Indonesia,
had a satisfactory year, with several substantial projects in
progress. Balfour Beatty Sakti and Balfour Kilpatrick in joint

venture are now working on a £75 million overhead power line.

Elsewhere, progress continued on the new library in
Alexandria and other projects being undertaken by Duteo
Balfour Beatry, the group’s joint venture in the Gulf.

A joint venture project to build a £26 million power station in
Cyprus was also started during the year as was a road project
in Kazakhstan.

Profits in the UK building and building services businesses
arc improving in line with the targets sct in 1996, This is the
result of major improvements in marketing and productivity
tn a market strengthening in some parts of the country.

A wide range of sizeabie rilding contraces was won during
the year, including maijor works for MEPC, the property
development group, the Inland Revenue, the Post Office and
ISL, the international electronics company. The group
concinues to be particularly suce ssful in securing assignments
for complex building and refurhbishment. November saw the
successful topping out of the £50 million headguarters
building for ABN AMRO at $pitalficlds, adjacent to the City
of London.

The US and Eurepean operations of Heery, the group’s projecs
and management contracting arm, were integrated during
the vear. Several prestigious contracts, including the
redevelopment of Lords Cricket Ground in London were
successfully progressed.
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Operating Review continued

InTate 1997, Balfour Beatty was awarded a US$30 million contract
1o retrofit San Francisco's Golden Gate Bridge to withstand
aarthguakes of up to 2.2 on the Richter scale.

SREISPEE——-———

The building scrvices operations performed well and have
a substantial and growing order book.

In mechanical engineering, Haden Young’s performance was
improved by sclective tendering in an increasingly favourable
market. Major projects for the British Library in London and
the Ministry of Agriculture, Fisherics and Foed in Yorkshire
were completed. Haden’s order hook now stands at record levels.

In facilities management and maintenance, performance was
satisfactory in an increasingly cow- petitive marketplace,

In railway engineering, profits from the UK maintenance
business were satisfactory. A great deal of new work is now
being bid in this sector. The reorganisation and capital
investment programme for this business has continued
vigerously since the acquisition in 1996. A significant amount
of specialist rail plant was acquired, while many major rescarch
and Jdevelopment projects are being carried out in partnership
with Railtrack, Particular emphasis is currently being placed
on advanced switcher and crossings.

The major trackwork and catenary project for Amtrak in the
USA progressed satisfactorily. Similar projects for the fast rail
link being constructed in conjunction with the new Chek Lap
Kok Airport in Hong Kong are also procceding well.

Outlock

In the UK infrastructure market, we see dimtinished
opportunities in the road programme but teadering
opportunities are improving in the rail sceeor, The UK
government’s Private Finance Initiative ceitinues to be an
Important source of major project worlk. Balfour Beatty has
had sorme success in the road, health and power sectors and

14 ACC Group Annual Raeport and Accounts 1997

is pursuing more opporturitics to continue to exploit its
natural strengths in 7 . sector.
The gradual improvement in the UK building and building
services market, which began in 1996, continued in 1997,
albeit patchily. 1998 is expected to see a continuation of this
trend. The emphasis will remain on margin improvements
through selective bidding, increased efficiencies, cost controls
and productivity gains.

The group is becoming ever more selective in ite approach
to international projects and markets, in particular looking
to exploit its core civil and railway engineering skills and to
further develop its permanent regional joint ventures within
the contexr of its new major projects organisation.
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BicCis supporling the installation, cormmissionng and traing
of CIENA's dense wavelength dwision multiplexing equiprnent
for Cable and Wireless.

Edward Astle Managing Director,
BICC Cornrnunications

BICC Cables markets, designs, manufactures and installs energy and communication cables and

cable systermns. It serves markets throughout Euro
its joint venture with Corning it is a leading manuf

BICC Cables

1897 1996

£m £m

Sales 1,179 1,294
Operating profit 43 94

Overview

BICC Cables profits fell from £94 million in 1996 to £43 miilion
in 1997. This was due to four main factors: the decline in
encrgy cables prices, particularly in power diseribution but
also in other energy markets, largely as a resule of structural
overcapacity; ENEL, the predominant custorner in Italy,
ordered at greatly reduced levels, causing significant losses in
BICC Ceat Cavi; the strength of sterling adversely affected UK
export sales and, particularly in the constructi~n cable market,
has led to increased low price import penctration; some price
crosion also adversely affected performance in the optical
businesses although these markets continued to grow.

In June, the energy and communications businesscs of BICC
Cables were separated for management purposes. This reflects
the very different market environments and management
challenges ink_rent in cach. Edward Astle, formerly a main
board director at Cable and Wircless, was brought in as
Managing Director of the newly-created BICC
Communications. Michael Downic has responsibility for
BICC Cabics Energy.

Operations

Comrmunications

1997 saw further strong growth in the markets for optical fbre
and for data and telccommunications cable and systemns, There
was also further progress in the development of a liberalised,
deregulated, European telecommunications market. Many new
entrants are being attracred to this market and changing

15 BICC Group Annual Report and Accounts 1997

pe and selected territories eisewhere. Through
acturer of optical fibre,

investment bechaviour is evident from the ex-PTTs, whether
privatised or preparing for their newly-competitive
marketplace. This is both creating pressure on prices and
leading to increased demands for systems and services SuUppore,
creating new opportunities for innovative suppliers.

In Optical Fibres, BICC's joint venture with Corning at
Deeside, the major investment programme to increase capacity
continued and sales increased. The year saw significant new
fibre capacity come on stream around the world, changing the
balance between market supply and demand tor the time being.

In cables and cable systems, 2 more co-ordinated approach
amoengst BICC’s European operations is being adopted, which
Is reflecting customer and market trends. BICC continued to
improve its position with a number of PTTs. New contract
awards reconfirmed BICC as the principal supplier to the
Telefonica companies in Spain and South America. BICC
Communications also provides 100% of BT's rr -allic
telecommunications requirements {up from 40%) and has
incre. »ed its share of the associated installation activity. This
partnership arrangement involves new standards of customer

~ care and service with over 600 cables per day being cut to

length and despatched within 24 hours to lacations throughout
the UK.

BICC also achieved major successes with new market entrants.
In December, BICC Communications won z three-year contract
with the newly-fornmed Cable and Wircless Communications
for exclusive supply of optical and metallic cablc solutions for
its nationwide UK telecommunications and cable television
networks, Other contracts with new commntunication network
providers were signed with ArCorin Germany, ENEL in lzaly,
ESAT in Ircland, Retevision in Spain and A 2000 in Holland.




Operating Review continued

_B!CC is a pionger in the use of optical technology in overhead power
knes as utiities around the world seel: to exploit the
communications potential of their gnid structure.

BICC also made significant advances in developing its systems
capability. In June, an agrecment was signed to work in
partnership with CIENA Corporation of the USA, the
worldwide leader in dense wavelength division multiplexing
{(DWDM] to scrvice selected European customers. This
technology enables tclecommunications carriers to greatly
increase fibre bandwidth, improve network reliability and
enhance the provision of new broadband services.

The first contract under this agreement saw BICC support
the installation, commissioning and training of CIENA's
DWDM cquipment on three routes for Cable and Wircless
linking transatlantic cables to London and its UK Network
Control Centre,

New product development was also accelerated including
Whitelines, a cable system specifically designed for
metropelitan area networks, and new products incorporating
optical fibre in overhead lines being launched.

In data eables, Brand-Rex had a difficult year, with its high
proportion of UK export sales adversely affected by the
strength of the pound. While profits fell back somewhat as

a result, in . estment for the future continued with new .
product introductions, manufacturing expansion and further
strengthening of the distribution netwerk based on the
coatinuing success of the Millennium system brand. A new
factory, 1o service the Asia-Pacific market, was commissioned
at Subic Bay in the Philippines during the year. The customer
base for structured wiring systems was further developed with
important new contracts won for the Shanghai Stock Exchange,
the Inland Revenue and Zeneca.

Speciality cable sales continued to grow, most notably in the
shipping sector to customers in the USA and in China.
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BICC Brand-Rex's Miifennium structured wiring system is a market
leader in Europe. A new factory was opened during 1897 in the
Fhilippines to service the Asia-Pacific market.

Energy Cables

In 1997, the Buropean energy cables market was characterised
by structural overcapacity and falling prices. Market
conditions were particularly acute in Germany and Italy,
where profits fell by £25 million from the previous year.

In response, a scries of actions has been taken which
represents a rapid and fundamental restructuring of our
European cnergy cables business, During 1997, BICC's costs
in this business have been reduced by approximately

£45 million. In August 1997, a joint venture was announced
with NKF in Germany, as part of which two large factories are
being closed. The restructuring has continued with significant
downsizing and reorganisation in Italy and the UK. In italy,
the numbers employed have been reduced by more than 30%.

In the UK, BICC announced in February 1998 an exchange
deal with Delta ple, whereby it disposed of its UK
construction and building wire business and acquired Delta’s
power utilities, accessories and elastomeric cables businesses,
subject to the approval of the Office of Fair Trading. In a
scparate transaction, BICC acquired Drelta’s copper rod mill
and enamelled wire business.

These transactions and the five subsequent facility closures

in the businesses retained by BICC will substantially reduce
capacity in over-supplicd market sectors and also strengthen
BICC's position in the UK energy cables markets in which

it will remain.

European Power Distribution

In Italy, ENEL, the state energy company, halved its ovder
volumes from 1996 levels for the first nine months of the year.
It placed no substantial crders at all in the last quarter. In the
fead up to ENLL's privatisation, new management has

i
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Michael Downie Managing Director,
BICC Cables Energy
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reworked its fivelyear expenditure programme, delayed
projects and radically cut inventory. As a resuls, severe losses
were incurred by BICC Ceat Cavi. In response, the Italian
workforce has been reduced by some 490 people {over 30%].
While the Italian government has borne a significant
proportion of the cost of redundancies, some of these have
fallen to BICC.

In Germany, power distribution cable prices fell by some
45% from their 1996 levels. In August, BICC announced the
tormarion of 2 joint venture with NKF of the Netherlands
{Kaisur KWO Kabel}, which acquired the businesses, assets
and personnel of both BICCs and NKF's energy and metallic
telephone cables operations in Germany.

Subsequent rationalisation will result in the joint venture
being concentrated on a single power utility cable factory and
a single metallic telephone cable factory. The full costs of this
rationalisation have been taken as exceptional. Other German
manufacturers have been and are now looking at comparable
capacity and cost reductions.

In Spain and Portugal, volumes and prices remained relatively
stable, although some deterioration was evident in late 1997
and carly 1998,

In the UK, power distribution cable demand increased. BICC
is concentrating on the development of alliance supply
arrangements with its principal customers. Such long-term
agreements with East Midlands Electricity and Yorkshire
Electricity arc already in place with others being pursucd.

The world market for supertension cables and for submarine

power cables is growing steadily. BICC’s facility at Erith,
currently the subject of an investment plan to expand capacity
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A major investment programme is under way at BICC Superiension
and Subsea Cabies at Erith in Kent. This will add a second vertical
cuntinuous vulcanisation line and a capability to produce long-length
submarine ¢cables.

in both product areas, has a substantial order book won in
1997, for both UK-based and export customers, including
several installations in Singapore and two major installations
in Barcelona. We are investing to sustain our technology
strengths and this business should continue to deliver good
profits to the Group.

In components, new product intcoductions and increasing
exports have seen improving performance in 1997.

Construction and Industriai Cabies

UK sales volumes increased marginally in 1997 but therc was
price erosion and increasing import penetration stimulated by
the strength of sterling. The construction and building wire
business is being divested to Delta ple. At Pyrotenax, sales

of mineral insulated cables declined. A major marketing
campaign is now reversing this trend. In the UK industrial
sector, business is being focused largely on oil and gas
installations, transit and instrumentation cables.

In Spain, demand was stable an2 the market remains strong.

The Dubai Cable Company had another excellent year in a
growing market. During 1997, the Abu Dhabi government
took a 35% interest in this business, which will help facilizate
further expansion and new product introductions. The new
factory in Egypt will come on stream during 1998,

Outlook

In UK power cables, the higher factory loadings and better
efficicncics which will be achieved following the Delra
transactions will impreve BICC's prospects and performance
in this competitive market, Capacity for rod and wire will also
have been brought into line with projected demand.
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Cperating Review continued

Carl Painter Chairman & CEQ,
BICC Cables Corporation

BICC Cables Corporation is one of North America’s leading producers of energy cables.

It manufactures in the USA and Canada. Its principal business is the supply of power cable to
the North American utility and industrial markets. It also manufactures control, instrumentation,
data communication and other speciality cable types.

Cutiook (BICC Cables continued)

In Germany, the beneficial effects of the joint venture

with NKF will see losses being progressively reduced through
the year.

In Italy, the reduced cost base, together with a resumption
of orders from ENEL, will improve the situation in 1998.

In both Germany and Italy we have a recovery in prices but
some weakening in Spain.

199K should sce further growth in all of BICC Communications’
market sectors. The company is investing for this growth,
while at the same time adapting and developing its product and
service offer to match the requirements of its fast changing
marketplace.
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BICC Cables Corporation

1997 1996
— _ Erm £m
Sales 382 398
Operating profit 17 15

Overview

Profits in the Group’s North American power and speciality
cables business increased by 13% to £17 million in 1997.
Good progress was made in the utilities sector with improved
factory loadings and efficiencies and further development

of strategic customer alliances. BICC Brand-Rex had a2 more
mixed year, with strong performances in some markets offset
by setbacks in others. In the industrial market, progress was
disappointing, with the complex reorganisation of manufacture
at Marion, Indiana continuing following the closure of the
Brockville, Ontario plant in 1996.

Towards the end of the year, the industrial cables operations
at Marion became part of BICC Brand-Rex with a view to
exploiting the potential customer and product synergies
which exist between these operations.

During the vear, there were a number of senior management
changes aimed at creating a team to concentrate on growth
following the major restructuring exerciscs of 1996 and their
aftermath in 1997.

Operations

In the utility market, progress was good, despite the
unsettling effects of impending utility deregulation, with
most customers still involved in major strategic appraisals
and repositioning programmes. BICC is secking to capitatise
further on its already strong market position by offering value
added scrvices such as maternials management, just-in-time
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BICC Pyrotenax cabling is installed at the Capitol Building in
Washington, USA. Mineral insulated cables are increasingly
specified for public tuildings where safety is of critical importance,

delivery and distribution and specialised engineering and
technical expertise. This involves a growing number of long-
term customer alliances which offer improved oppo:tunities
for mutual profit through cost-cutting, greater efficiencies
from better loaded plants and a2 more stable pricing
cnvironment.

The proportion of business transacted through these
relationships grew in 1997 and alliance arrangements now
exist with Arizona Public Services, San Diego Gas and
Electric, Con Edison of New York, Consumers Power,
Wisconsin Electric Power Company, PECO Energy and
Pennsylvania Light and Power, amongst others. The
development of similar arrangements with sclected Canadian
utitities is being pursued.

BICC continues to benefit from its in-housc polymer
capability, which gives the company both market leadership
in materials scienee and development and significant raw
material cost advantages.

BICC Brand-Rex’s busin-ss in the military and aerospace
scctors continued to grow, as did sales for Original Equipment
Manufacturers and also in the transit and marine markets. In
all cases, the company’s first-class product range and technical
capabilities arc being supplemented by an increasing emphasis
on cable assemblies, which helps differentiate BICC Brand-Rex
in the market, 'n some other sectors, most notably duta cables,
there has been price erosion, which has held back profits.

Following the closure of the factory at York, Pennsylvania,
production is now concentratued at the Willimantic,
Connecticut and Jackson, Tennessee facilities. 1997 saw the
arrival of a new president for BICC Brand-Rex.
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BICC Cables Corporation supplies a range of power cable products
and associated services for Northern States Power, in the USA.

It was a disappointing year for the industrial calles business,
There was some market improvement, but efforts were largely
focused on the continuing task of integrating selected product
lines from Brockville to Marion to create a strongly competitive
factory in terms of quality, cost and service, With this process
largely complete, market and product strategies for seleeted
sectors are now in the process of finalisation under the new
management arrangzaments. Market prospects in both the

US and Canada are good.

BICC Pyrotenax cnjoyed a year of satisfactory progress. The
commercial wiring market for essential circuits for fire and
safety requirements in public buildings grew and the company
enjoyed successful expansion in Canada and, particularly, the
USA. In the industrial market, the revival of investment in the
petrochemical industry in western Canada provided good
business opportunities.

Outlook

The uncertainty in the US utility market will continue, but
BICC is targeting further market snare growth through
selective alliances. The company will also continue to develap
its route-to-market strategy to respond to the material supply
outsourcing arrangenments preferred by a growing number

of utilities.

In BICC Brand-Rex, there are good prospects for sales and profiz
growth as the integration with the industrial business
progresses, In data communications, a2 number of options are
being examined within the context of the BICC Group’s everall
strategic development plan for this business.

1998 will sce the completion of the restructuring of the
management team, which began in 1997,
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Operating Review continued

Glenn Dudley Managing Director,
Metal Manufactures

A major loyalty marketing pregramme helped 1o boost sales
volumes and margins in the electrical merchandising business.

Metal Manufactures is one of Australia’s leading industrial groups. It manufactures energy and
communication cables, copper rod, copper and copper alloy tubes and PVC pipes and fitting
systems. It is also the leading manufacturer of optical fibre in Australia in joint venture with
Corning and has a nationwide network of electrical wholesaling businesses.

Metal Manufactures

1997 1996

£m £m

Sales 557 724
Operating profit 26 37

Overview

Profits in Australasia fell to £26 million in 1997, The three
principal factors were: the absence of any meaningful recovery
in the new housing construction sector upon which a
significant proportion of Metal Manufactures’ business
depends; 2 downturn in exports to the Asia-Pacific region;

and a reduetion in the level of optical fibre and cable call-offs
by the Australian iclecommunications companies.

Gperations

In communication cables, both Telstra and Optus continued
the development of their respective networks but at 2 slower
pace than in recent years. Nevertheless, Telstra did continue
its nationwide digital system upgrade programme and Megal
Marnufactures was awarded, by Optus, single supply for the
Sydncey to Brishane link.

Although several export contracts from the Asia-Pacific region
were secured during the first half of the year, the second-half
devaluation of many ASEAN currencies has seen a scrious
downturn in export opportunities.

In Optical Waveguides Australia, the optical Abre joint
venture with Corning, a slowdown in the roll-out of both
Telstra and Optus Vision’s pay television networks and the
fall-off in exports saw reduced profits.
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In data communications, the domestic market grew and
Communication Products expanded its prescnce in key
sectors. MM DataCom is already the largest supplicr of data
communications cable to the Australian networking market.

. In energy cables, the expected recovery in housing and

construction failed to materialise and export volumes reduced
with the problems in Asia-Pacific. Manufacture is now being
consolidated into a single site at Liverpool, N.S.W., excluding
Pyrotenax, and a major programme of cost reduction and
reorganisation is in hand.

In New Zealand cables, markets were subdued and prices
softened. Strategic customer alliances in both power and
telecommunications will secure long-term kusiness and
facilitate the provisior of various value-added services.

MM Kembla Products had a successful year with improving
profit and cash performance. Wire and rod selling prices
improved both in Australia and elsewhere and good progress
was made in manufacturing processes and marketing
periormance. Copper Systems also performed well, despite
pricing pressures on its full range of tubes, fittings, assemblics
and aceessories,

In electrical merchandising, the profit progress of recent years
continued, with a major loyalty marketing programme heiping
to boost sales volumes and margins in a very competitive
cnvironment.

In Vinidex, the plastic tube.makers, profits were flat.
The business, under a new management team, is being
repositioned and new products are being introduced

to the market.




The Posco Centre in Seoul, South Korea is totally automated by
Andover Controls” “Infinity’ system.,

Outlook (Metal Manufactures corntinued}

In 1998, some improvement in operating performance is
expected, driven principally by the anticipated recovery in
the housing sector, signs of which were apparent at the end
of 1997. Uncertainty in Asia-Pacific will continue, Future
demand he the domestic communications market remains
somewhat unclear.

BICC Developments

1997 1996

£m fm

Sales 54 338
QOperating profit {10} {7

1997 losses were higher than recent years as a resalt of the sale
of our interest in the Quecens Arcade Shopping Centre in
Cardiff. Substantial progress was made in the disposal of the
Group's residual property intcrests.

Planning applications for the T.ondon International Financial
Futures & Qprions Exchange at Spiralields were approved
in late 1997, This will result in the sale of a substantial
proportion of the Spitalfields site. In addition, sales were
agreed or compieted for the Oracle Development in Reading,
Lawn House and Bowling Housc in Wandsworth, Portland
Mall in Kilmarnock, and the Charroteric Mills in Guernsey.
The capital remaining in BICC Developments has now bheen
reduced to £68 million.
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Peter Zinkin Director,
Planning & Development

Andover Controls and Barking Power

1557 1995

£m £m

Sales 104 a5
Operating profit 18 15

Profits [rom the Group’s 25% interest in Barking Power
Limired, and Andover Controls, the designer and manufacturer
of computer-based building management and control systems,
rose to £18 million in [997.

Andover Controls had another year of good progress,
increasing both sales and profits by more than 15%. In North
America, the main influences were an increasing propensity
for telecommunications customers to purchase integrated
systecms for remote facilities and regional hubs, and increasing
demand for turnkey services in the pharmaceutical sector.

Andover continued to develop partnership relationships with
key customers. In Europe, for example, Andover systems are
installed in many Marks & Spencer stores while Anchor
Trust, England’s largest housing association, has initiated

16 pilot sites as a precursor to developing standard Andover
system sotutions for its 800 UK locations. In the Asia-Tacific
region, a 50% sales improvement was achieved and healthy
expansion was also achicved in South America.

Andover continuced to invest for future growth with an 18%
inecrease in Rescarch and Development expenditure, primarily
for the Continuum product family. Centinuum, which was
introduced in January 1998, features a number of new and
upgraded system features,

Barking Power continued to benefit from advantageous spot
gas prices in a buoyant clectricity market.
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Directors

Malcolm Bates Michrael Miles

Viscount Weir t"#

Chairman

Age 64. Hon.FEng. A Director since
1977 and appointed Chairman in 1996.
He is also chairman of The Weir Group
and za director of St James” Place Capital,
Canadian Pacific and formetly a dircctor
of the Bank of England and British Steel.

Alan Jones

Chief Executive

Age 58. FEng. An clectrical engincer.
Joined BICC as Chief Executive in April
1995. He is a1so a director of Witan
Investment Company. Previously
chairman of Westland and a director of
GKN, Formerly a director of the Plessey
Company and a non-exccutive dircetor
of Fisons. ’

Edward Astle

Managing Director, BICC Communications
Age 43. A graduate ol INSEAD. A non-
execcutive direcror of Motiv Systems.
Appointed a Director in January 1998
having joined the Company in 1997,
Formerly an exceutive director of Cable
and Wireless.

Malcolm Bates t*#

Age 63, A Dircctor since July 1997,
Also non-exccutive chairman of Pearl
Group, Londorn Life and Premicr Farnell,
a member of the Industrial Development
Advisory Board and a Governor of the
University of Westminster. Formerly
deputy managing directer of GEC,
chairman of the Engineering
Deregulation Task Foree and a member
of the Private Finance Panci. Cusrently
a special adviser to the Paymaster
General, HM Treasury.

Michael Downie

Managing Director, BICC Cables Energy.
Age 47. An engineering graduate and
chartered accountant. A Director since
January 1996. He became Managing
Director of BICC Cables in 1994,
following eight vears as Finance
Dircetor. He joired the BICC Group in
1977. Prior to joining BICC, he worked
for Price Waterhouse and Shell UK.

Ronald Henderson
Finance Director
Age 52. A chartered accountant.

A Director sinee 1990, Joined the BICC -

Group as Finance Dircctor of Balfour
Beatty, in 1987, Formerly with Brown
& Root and Arthur Andersen. He is a

member of the Auditing Practices Board,

Wlichael Miles OBE T*#

Age 61, Appointed a Director in
December 1996, He is also a director

of John Swire and Sons and ING Barings
and a non-executive director of BP and
Johnson Matthcy. He has spent most of
his working career with Swircs and has
been chatrman of both Swire Pacific and
Cathay Pacific Airways.

Carl Painter

Chairman and CEQ, BICC Cables Corporation
Age 51, An clectrical engineer and a
graduate of Harvard Business School,

A Director since January 1995, Prior

to the creation of Cablec Corporation
Inow part of BICC Cables Corporation),
where he was exccutive vice president,
he was with Phelps Dodge Cable and
Wire Company.
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Christopher Reeves

Udo Stark

Christopher Reeves T #

Age 62. A Director since 1982, He is
also deputy chairman of Merrill Lynch
International and a member of the
chairman’s office in the parent company,
Merrill Lynch & Co ing, a director of
Cornhill Insurance and other companices
and City University Treasurer.

Udo Stark t7#

Age 50. A Director since June 1995,

He is also chairman of AGIV, the
international engineering group based

in Frankfurt, and is a graduate of Harvard
Business School. Previously chief
financial officer of ENKA and chief
exccutive of AKZO-ENKA.

Michael Welton

Chief Executive, Balfour Beatty

Age 51, A civil engineer. A Director since
January 1996. In 1994, he became joint
Managing Dircctor of Balfour Beatiy
with responsibility for Civil Engineering,
Construction and Building Services.
Prior to this, he held a variety of senior
management positions in the Civil
Enginecering Division of Balfour Beatty.
He joined the BICC Group in 1978.

Peter Zinkin

Director of Pianning and Development

Agce 44, A graduate of the London
Business School. A Director since 1991
having joined BICC in 1981. He is also
a governor and direcror of the University
of North London.

t Non-executive director
Member of the Audit Committee

# Member of the Compensation and
Appointments Commettee

Christopher Reeves is Chairman of the Audit
Committee and Viscoun: Weir ts Charman ol the
Compensation and Appointments Comunztee,
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BICC Group Structure

The BICC Gr > has two principal businesses: Balfour Beatty, a leading UK based construction and
engineering company with a significant proportion of its business conducted overseas, particularly
in the USA, the Middle East and the Asia-Pacific region; and one of the world's largest cable making
businesses with substantial positions in all the world's major regional cable markets. The cables

business is managed through operations based in Europe, North America, Australia and Asia-Pacific. !
i’
GROUP COMPANIES PRINCIPAL OPERATIONS
Balfour Beatty Balfour Beatty Civil Engineenng®  Haden Building Senices ';'
alfour Bea i jor inte i ineeri 1 H 3 Salfour Beatty International * Balfour Kilpatrick
Balf r Be tty is 2 major 1_nt‘crna.nonnl engineering 1r.1d co?stmct'mr.: company. Balfour Beatty Construcon Balfour Basty Inc
Its activities encompass civil, railway and power engincering, building and Ralfour Beatty Rail Balfour Beattv Capital Projects
building services, maintenance and facilities management, It also has a numbet Heery Inerrationst Balfour Beatty Major Projects* it
of specialist manufacturing operations that suppert its power and railway I
engineering businesses. To 31 March, 1998 From 3 April, 1958 i
BICC Cables BICC Brand-Rex BICC Cables Energy, UK HE
: : . : BICC Fibre in Overhead Lines BICC Ceat Cavi, ltaly o
BICC Cabies markets, demgns., mfmufﬂctures and installs a comprehensive BICC Network Systems BICC Cables Espana, Spam :
range of energy and communication cables and cable systems. It serves - Network Systems, U - BICC Celcat, Portugal i
. s L NAS - . . - BICC Comunicacionas Kaiser KWO Kabel. Gerrnany o
markets throughout Europe and in the Middle East, India, Africa and South ZBIEE WO Duban Cables Company, UAL
America. Through its joint venture with Corning it is a leading manufacturer Opticat Fibres BICC CAFCA, Zimbabwe

of optical fibre.

BICC Cables Corporation

BICC Cables Corporation is one of North America’s lealing producers of energy
cables. [t manufactures in the USA and Canada, Its principal business is the BICC Brong-Rex
supply of power cable to the North American power utility and industrial g:gg g::)r:.-;‘(;:mpany
markets. It also manufactures control, instrumentation, data, clectronic and

other speciality cable types.

Metal Manufactures
Metal Manufactures is one of Australia’s leading industrial groups.

It manufactures encrgy and communication cables, copper rod, copper and MM Cables i
copper alloy tubes and PVC pipes and fitting systems. It is alse the leading g;;‘i‘:’:&’:\f’e’;i’z: Austraha E

manufacturer of optical fibre in Australia, in joint venture with Corning, MM Electricat Merchandising

. . . . . MM Ia Produc
and has « nationwide network of electrical wholesaling businesses. MM ﬁf&:a,ﬁi‘;ﬁ‘s !

Other Businesses i
Andover Controls is a leading designer and manufacturer of advanced electronic
building autornation systems. BICC has a 25% interest in Barking Power Limited, Andaver Controls i
which owns and operates a 1000MW power station at Barking in London. Barking Powst L

BICC Devzalopments
The Group’s property interests are in the process of disposal, including its
one-third interest in the Spitalfields development adjacent to the City of London,

BICC Cables Asia-Pacific

BICC Cables Asia-Pacific was established in 1994 to co-ordinate the manufacture
and marketing of cable products in the Asia-Pacific region. It is responsible for the
Group's existing and planned manufacturing activities and for alt sales and marketing b
activities for cable products into the region from the Group cables companivs.
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Directors’ Report
For the year ended 31 December 1997

Activitios

The Chairman’s Statement on page 2, the Chicf Bxecutive’s
Review on pages 3 to 5, the Financial Review on pages 10 and
1 and the Operating Review on pages 12 to 21 report on the
principal activitics of the Group, its operations during 1997
and future developments in its businesses.

Dividends

The directors recommend a fnal dividend on ordinary shares
of 4.0p (net! w.. share, making, with the interim dividend

of 4.0p, a total dividend for 1997 of 8.0p {net). Preference

dividends totalling 10.75p (gross) per preference share have
been paid for 1997.

Post Balance Sheet Events
Details of post balance sheet events are set cut in Note 26
on page 45.

Research and Development

The Group continues to be committed to investment in
research and devclopment in both cables and construction.
This covers new products and manufacturing processes and
innovation in arcas such as information technology.

The Group has an international network of seven Technology
Centres working in communications, cnergy cables and
construction technology. The scale of R&D work for
communication systems and related areas has been increased
substantialiy during 1997, The R&D programmes in the
Technology Centres and in the cuble operating units of the
Group are co-ordinated by a worldwide cables technology
board. A number of projects are sponsored at universities and
research institutes on three continents together with research
studentships and 2 scheme to fund selected feasibility studies
of new technolegies and coneepts proposed by universities.

Balfour Beatty undertakes a range of development initiatives
throughout its businesses, which are supported by one of the
Group’s Technology Centres and by links with sclected
universitics. These now include a growing series of process
improvement projects complemented by the Agile )

" Construction Initiative with the University of Bath.

The high quality of technical work in the Group is reflected
by the large number of collaborative R&D projects which are
receiving funding from the European Commission and from
the UK and Australian governments and cover both cables
and construction.

Details of the Group’s 1997 R&D expenditure are given in
Note 2(c) on page 36.
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Directors
Bricf biographical details of the present directors of the
Company are sct out on page 22.

Nu director was materisally interested in contraces of
significance with the Group during the period under review.,
[nterests of directors in the share capital of the Company
and its subsidiary undertakings are sct out in Note 21

an page 44 and, in respect of options over such share capital,
in the Compensation and Appointments Committee’s
Report on page 31.

cmpioyment

The Group operates in many different environments and
believes that employment practices are most successful when
designed to fit the necds of individuai businesses, While
common principles underpin the Group’s employment
practices, responsibility for their further development and
implementation lies largely with individual business units.

Group publications covering business performance, major new
projects, sales initiatives and technological developments keep
ernployces informed about the activities of the Group
worldwide. Individual units use a variety of methods,
including briefing groups, consultative mectings, local
newspapers and joint working parties to involve employees

in their businesses and to seck their contribution to their
continucus improvement. The European Consultative Forum,
cstablished within BICC Cables as a voluntary arrangement
under the European Directive on Work Councils, meets at
least annually and plans have been agreed for the training

of its members, with European Union financial support.

Opportunities are advertised widely across the Group. As the
Group becomes more internationally established, units in one
country play an important part in the training of employecs in
nev’ operations in another. Sir William Barlow Scholarships,
the Group’s well-cstablished scheme for the development of
engineers, were awarded this year to employees in Balfour
Beatty in the UK, BICC Cables Espana, and Metal

_Manufactures in New Zealand.

Five of the ten trustees of the BICC Group Pension Fund are
member nominated and the Group, with support from Fund
members, has opted out of the member nomninated trustee
provisions of the Pensions Act (1995) so that our existing
arrangements can continue. in addition, a Pensions Liaison
Committee provides a forura for mamier i presentarives 1o
discuss pcnsion matters with management and Fund advisers.

Profit-rclated pay schemes operate in a number of the Group's
businesses, and in the UK many employess participate in the
savings-related share option scheme.

i
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Directors’ Report continuecdi

The Board accepts its responsibitity to ensure that disabled
reople, whether applicants or employeces, are considered for
opportunitics within the Group solely on the basis of their
aptitudes and abilities and that retratning is available to people
who become disabled.

Share Capital
Details of share capital issued by the Company during 1997
are set out in Note 17 on page 42.

As at 3 March 1998, the Company had been notified

in accordance with the Companivs Act 1985 of the following
interests in its ordinary share capital and informed that they al}
constitute interests arising from fund management activices:

The Capital Group

Companies, Inc. 39,553,678 shares 9.4%
Deutsche Morgan Grenfell

Group plc 45,361,882 shares 10.8%
Franklin Resources, Inc. 62,153,111 shares 14.8%

Payment of Creditors

In the UK, the Company’s policy is to scttle the terms of
payment with suppliers when agreeing the terms for cach
transaction or serics of transactions; to seek to ensure that
suppliers are aware of the terms of payment; and to abide
by these terms of payment as and when satisfied that the
supplier has provided the goods or services in accordance
with the agreed terms. At 31 December 1997 the year end
creditor days of the Company were 28,

Corporate Governance

The Board continues to endorse the principles of good
corporate goverrance reflected in the Cadbury Report, The
Company has complied with all aspects of the Code of Best
Pracrice sct out in that report throughout the financial vear
ended 31 December 1997.

The Board’s statement as to going concern is set out in the
Finaneial Review on page 11. The aunditors’ report on
compliance with the Code is set out on page 49,

The Board and its Commitiees
The Board compriscs seven executive directors and five non-
exccutive dircetors.

The Board mcets monthly, It has a schedule of matters
specifically reserved to it, including appropriate strategic,
financial and organisational issues. It has delegated some

of its responsibilities to Board Committces, Each Committee
has its own formal terms of reference and all its proceedings
are reported to the Board. The key Committees are the Audit
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Committee and the Compensation and Appointments
Committee. The members of bath these Committees are
given on page 22, The remit of the former is described below
and that of the latter in its report on page 29, Matters dealt
with by other Commitices include capital expenditure and
investments, major tendoers and banking issues.

Internal Contro!
The Group’s system of internal financial control continues to
comprise all the procedures which combine to give reasonable,
but not absolute, assurance of:
— the safeguarding of assets against unauthorised use or loss;
and
-~ the maintenance of proper accounting records and the
reliability of financial inforination used within the
- business or for publication.
A clear framework for control is in place, the main features
being:

Company principies are communicated throughour the
Group. They lay down the Company’s responsibilities to
sharcholders, customers, suppliers, employees and the wider
community. The Company pursucs its financial goals and
longer-term objectives without losing sight of the wider
context in which its businesses operate.

Organisation structures, responsibilities and limits of
authority are clearly dufined throughout the Group.

Areas of business activity are regulated by the Board through
the Chief Executive’s Committee. Tenders for new business
are reviewed by local tender committees and, above agreed
levels, by the Group Tender Commitree.

Strategic planning, budgeting and financial reporting policies
are defined clearly in the Group Finance Manual. This Mannal
also includes policies on informatior security and financial
risk management. The Manual applies ro all operating units
and is supplemented by appropriate local instructions.
Monthly financial results are reported against brdger and full
year forecasts are made and are reviewed by the Board.

Investment decisions follow cstablished procedures. These
commence within the annual Ludget process in which projects
and all capital events, whatever their nature, are individually
identified according to approval requirements. In addition,
total capital expenditure by each operation is monitored
against budgets approved by the Board and major project e
subjcct to post completion reviews,

The Audit Committee reviews all significant judgements
rade in the Group’s annual and half year accounts prior to
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Board appraval and publication. The Commicree provides for
regular communication between the Board and the Group’s
external and internal anditors. It also receives reports on audit
activity and approves the annval audit programme, it has
power to seck external advice in any of its deliberations.

An Internal Audit funetion is located in Balfoue Reatty and
each of the other Group Companics. It is centrally co-ordinated
by the Head of Group Audit and Risk Management, who has
dircet reporting lines to the Board and, in particular, to the
Audit Committee. A programmed review of critical business
processes and controls, covering operational matters as wel!

as compliance with key financial contrals, is carried out based
on an assessment of the _riské invalved. In sclected high risk
areas, spot checks are also conducred,

Botrowing, deposit, guaraniee and bond facilities are
negotiated centrally. Their use is monitored closely by local
treasury managers who have functional reporting lines to the
Group Treasurer. Foreign currency transaction exposures are
hedged as scon as there are firm contractual commitments.
Forcign exchange dealing is restricted to designated
individuals and strictly separated from approval and
settlement processes. Currency translation exposures are
centrally managed.

Metals procurement, especially copper and aluminium for
the cables businesses, is co-ordinated regionally. Where
possible, quantities of metal are matched to customer orders
at cquivalent cost. To minimise the impact on profit of
fluctuations in metals prices, controls are in place to monitor
the quantity and cost of unmatched metals and take action,
where appropriate, to keep exposures within narrow limits.

Internal Control — Quality Assurance

The directors acknowledge that they are responsible for the
Company’s systems of internal financial control. The managers
of the Group’s operating units assess the effectiveness of the
control envirenment in their areas and are responsible for the
operation of key internal financial contrals. This is confirmed
in writing on an annual basis. The Audit Committee and the
Board review this control framework and the associated
detailed procedures at least once 2 year,

General information
In 1997 the Group contributed £0.1 million to UK charities.
The Company is not a close company for taxation PUrposCes.

Safety and the Environment

The Board receives regular reports from Group Companies on
safety and environmental matters and reviews annual reports
from them cach year. Group Companies maintain and refine
their own policies as appropriate to their own businesses and
regulatory regimes. Such policies and procedures incorporate
the Group’s policy on these matters set out in the Group’s
formal staten:ent of Company Principles. Training and
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comrmunications programmes have been extended in 1997,
The Board is sarisfied that safety and environmental matiers
are given due artention throughout the Group's operations.

Balfour Beatty has further developed jts systems for safety and
environmental assessment and reporting as part of its yuality
and risk management programmes, Most operating coinpanics
have achieved RoSPA Level 3 QSA performance.

The Group’s worldwide cables businesses continue to develop
and integrate their environmenta) and safety management
systems and achieve international standards certification.
BICC Cables now hold thirteen certifications to 1SO14001,
Environmental Management Systems, including the only one
in the Middle East {Dubai Cable Company) and the first three
in Spain {BICC General Cables), All busine:ses exchange best
practice information and co-operate in techinology programmes
with industrial partners and universitics to develop materials
and products to meet customers’ cnvironmental requirements,

Auditors
Arthur Andersen has indicated its willingness to continue
as auditors,

Annual General Meeting

Special business to be put to the Annual General Mecting

will be:

— An Ordinary Resolution to renew the directors’ authority
to allot shares with a maximum aggregate nomina! amount
of £68,999,899 representing approximately one third of the

Company’s issued ordinary share capital as at 3 March 1998,

This authority would replace the existing directors’
authority and would expire at the conclusion of the
Company’s Annual Genrral Meeting to be held in 2003
or, if carlier, on 29 April 2003. The Board has no current
intention to allot relevant securities pursuant to this

. authority, other than in relation to any scrip dividend
alternative which may be offered. [Resolution 5)

— A Special Resolution to renew the directors’ power to ailot
shares for cash or to facilitate rights issues. This power
requires to be renewed annually and, other than in relation
to shares issued by way of rights, will be restricted 1o a
maximum aggregate nominal amount of £16,499,984,
representing approximately 5% of the Company’s issued
ordinary share capital as at 3 March 1998. This power would
expire at the conclusion of the Company’s Annual General
Mecting to be held in 1999 or. if carlicr, on 29 July 1999,
{Resolution 6}

By Order of the Board

S F Murray
Secretary
3 March 1998
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By Order of the Board

Notlce ot Meeting

Notice is given that the fifty-third Annual General Mecting
of BICC plc will be held at the Mandarin Oriental Hyde Park,
66 Knightsbridge, Londun SWIY 7LA on Wednesday 29 April
1998 at 12.00 noon for the following purposes:

Routine Business
To receive and, if thought fit, adopt the directors’ report and

the accounts for the year ended 31 December 1997,

To declare a final dividend on the « ~ linaty shares of the
Company.

To re-elect Viscount Weir, Mr E M Astle, Mr M R Bates,
Mr C R Reeves and Mr P L Zinkin as directors.

To re-appoint auditors.

Special Business

To consider and, if thought fit, pass as an Ordinary Resolution:

THAT the directors be authorised in the terms of paragraph
{B}{i) of Article 11 of the Company’s Articies of Association to
allot relevant securities for the period beginning on 30 April
1998 and ending at the conclusion of the Company’s Annual
General Meeting to be held in 2003 or, if earlicr, on 29 April
2003 and for such period the Section 80 Amount [as defined in
paragraph (B)(iii} of that Article] shall be £69,999,899, such
authority to replace the authority to allot relevant securitics
granved by Resolution 6 passed at the Annual General
Mecting of the Company held on 30 April 1997,

To consider and, if thought fit, pass as a Special Resolution:
THAT, subject to and conditional upon the passing of
Resolution 5 set out in this Notice, the directors be empowered
in the terms of paragraph (B|(ii) of Article 11 of the Company’s
Articles of Association to allot equity securities pursuant to the
authority granted by that Resolution wholly for cash tor the
period beginning on 30 April 1998 and ending at the
conclusion of the Company’s Annual General Meeting to be
held in 1999 or, if earlier, on 29 July 1999 and for such period
the Section 89 Amount {as defined in paragraph (T(iii) of that
Articlej shall be £10,499,984.

S F Murray
Secretary
3 March 1998
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Notes:

lit  Only persons entered on the register of members of the
Company at 5.00 pm on the second day prior to the datwe
of the Meeting or any adjournment of it shall (if otherwise
entided to do so) be entitled w attend and vote at the
Mecting or any such adjournment, This is in accordance
with paragraph 34 of the Uncertificated Sccurities
Regulations 1995 and Article 61 of the Company’s
Articles of Association.

{ti} A member entitled to attend and vote at the Meeting may
appoint one or more proxies to attend and, on a poll, to vote
instead of him/her. A proxy need not be a member of the
Company. For holders of ordinary shares, a Form of Proxy
is enclosed,

[ii} To be valid for the Meeting, a Form of Proxy should be
completed, signed and lodged (together with any power
of attorney or other authority under which it i signed or
a notarially certified copy of such power or authority)
with the Company’s Registrars at the address set out in
it no later than 48 hours before the time for which the
Meeting is convencd,

(iv] If approved, the final dividend on ordinary shares will be
paid to holders of ordinary shaies {other than in respect of
ordinary shares for which elections are made for any scrip
dividend alternative which may be offered) registered in
the books of the Company on 11 May 1998. Warrants will
be posted on 29 June 1998 payable on 1 July 1598. Share
certificates for new shares will be posted on 30 June 1998
to sharcholders who clect for any scrip dividend
alternative which may be offered. CREST participants
will have the new shares credited to their CREST stock
acecounts on the payment date.
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Notice of Meeting

Notice is given that the fifty-third Annual General Mecting
of BICC plc will be held at the Mandarin Oriental Hyde Park,
66 Knightsbridge, London SWIEY 7LA on Wednesday 29 April
1998 at 12.00 noon for the following purposes:

Routine Business
To receive and, if thought fit, adopt the directors’ report and
the accounts for the year ended 31 December 1997,

To declare a final dividend on the ¢ -lina.y shares of the
Company.

To re-elect Viscount Weir, Mr E M Astle, Mr M R Batces,
Mr C R Reeves and Mr P ] L Zinkin as directors.

To re-appoint auditors.

Special Business

To consider and, if thought fit, pass as an Ordinary Resolution:
THAT the directors be suthorised in the terms of paragraph
iB)(i) of Article 11 of the Company’s Articies of Association to
allot relevant securitics for the period beginning on 30 April
1998 and ending at the conclusion of the Company’s Annual
General Meeting to be held in 2003 or, if carlicr, on 29 April
2003 and for such period the Section 80 Amount [as defined in
paragraph (Bl[iii} of that Article] shall be £69,999,899, such
authority to replace the authority to allot relevant securities
granved by Resolution 6 passed at the Annual General
Meeting of the Company held on 30 April 1997,

To consider and, if thought fit, pass as a Special Resolution:
THAT, subject to and conditional upon the passing of
Resolution 5 set out in this Notice, the directors be empowered
in the terms of paragraph [B)(ii) of Article 11 of the Company's
Articles of Association to allot equity securities pursuant to the
authority granted by that Resolution wholly for cash for the
period beginning on 30 April 1998 and vnding at the
conclusion of the Company’s Annual General Meeting to be
held in 1999 or, if carlier, on 29 July 1999 and for such period
the Scction 8% Amount (as defined in paragraph {E){iii) of that
Article} shall be £10,499,984,

By Order of the Board

S F Murray
Sccretary
3 March 1998
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Notes:

{i}  Only persons entered on the register of members of the
Company at 5.00 pm on the second day prior to the date
of the Meeting or any adjournment of it shall {if otherwise
enticled to do so) be entitled to attend and vote at the
Meeting or any such adjournment. This is in accordance
with paragraph 34 of the Uncertificated Securities
Regulations 1995 and Article 61 of the Company’s
Articles of Association.

{ii} A member entitled to attend and vote at the Meeting may
appoint one or more proxies to attend and, on a poll, to vote
instead of him/her. A proxy need not be a member of the
Company. For holders of ordinary shares, a Form of Proxy
is enclosed.

{iii} To be valid for the Mecting, a Form of Proxy should be
completed, signed and lodged {together with any power
of attorney or other authority under which it is signed or
a notarially certified copy of such power or authority)
with the Company’s Registrars at the address set out in
it no later than 48 hours before the time for which the
Meeting is convenced.

[iv) If approved, the final dividend on ordinary shares will be
paid to holders of ardinary shaies [other than in respect of
crdinary shares for which clections are made for any scrip
dividend alternative which may be offercd] registered in
the books of the Company on 11 May 1998, Warrants wiil
be posted on 29 June 1998 payable on 1 July 1998. Share
certificates for new shares will be posted on 30 June 1998
to sharcholders who clect for any serip dividend
alternative which may be offered. CREST participants
will have the new shares credited to their CREST stock
accounts on the payment date.
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Compensation and Appointments Committee’s Report

MEMBERSHIP

The Board's Compensation and Appointments Committee consists of all the non-executive dircctors, none of whom has
invelvement in the day-to-day rurming of the Company. | chair the Committee in my capacity as non-exceutive Chairman of the
Company and Iinvite the Chief Exccutive, Mr A W Jones, to join our meetings whenever appropriate. The Director of Personnel,
Mr M Kirkman, is sceretary to the Committee.

The Committee complied during 1997 with all the best practice provisions relating to remuneration committees set out in
Greenbury’s Code of Best Practice as 1eflected in the London Stock Exchange Listing Rules.

Ne person participates in decisions relating to his own remuneration or fees and this principle has applied throughout 1997,

TERMS OF REFERENCE

Our principal terms of reference are to recommend appointments to the Board; to determine the Company’s remuneration
policy for its executive dircctors and senior managers; and to define the remuneration and conditions of service for each
executive director. :

REMUNERATION POLICY
The Committee has given full consideration to the best practice provisions relating to remuneration policy, service contracts
and compensation annexed to the London Stock Exchange Listing Rules.

Salary Policy

Our policy in relation to the annual salary of dircetors and senior managers is to pay base salaries which reflect the size,
performance and international complexity of the Group’s businesses and the contribution of individual job-holders. We receive
advice from cxternal sources to help us assess the salary levels paid in comparable companies.

Long Term Incentive Plan

Dircctors, and some senior managers, participate in a Long Term Ineentive Plan under which the Company’s total sharcholder
return performance is compared, by external advisers, over a three year period with the total sharcholder return of the companies
in the FTSE 100 and in a smaller comparator group.

Each participant may be awarded up to a maximum of 50% of his average annual salary over the last 24 months of the three year
perfermance period (75% in the case of Mr A W Jones). Any award will be paid half in cash and half in the form of a conditional
allocation of ordinary shares in the Company, such shares normally being released two years after the date of the award.

Each executive directar, except Mr Astle, currently participates in three cycles of the Long Term Incentive Plan: any award under
the first cycle will be made after the announcement of the Company’s preliminar, results for 1998, Mr Astle participates in the
plan for the 3 year period commencing 1 January 1998.

Since the Annual General Meeting in April 1996 approved the introduction of the Long Term Incentive Plan, no participant
in it has been granted options under the exceutive share option scheme. Executive directors continue to participate in the
savings-related share option scheme.

Annual incentive Plan

Each director participates in an annual plan whick relates the payment of non-pensionable cash bonuses to pre-determined
performance goals. For UK resident directors such goals are expressed as EPS targets for corporate directors and as 2 combinztion of
EPS and profit and cash targets for those with responsibility for specific businesses. The goals for Mr Painter, who is resident in the
USA, are cxpressed as profit and cash targets for BICC Cables Corporation, For the year ended 31 December 1997, the only bonuses
carncd were £79,093 by Mr Painter and £53,750 by Mr Welton.

For 1998, the Committee has decided that the maxitmun bonus potential for the UK resident directors, including the Chief
Exccutive, should be 40% of base salary and for Mr Painter 60% of base salary.

29 BICC Group Annual Report and Accounts 1297




Compensation and Appointments Committee's Report continuer)

In the Circular to Sharcholders dated 11 March 1996, which proposed the introduction of the Long Term Incentive Plan, we S
indicated chat the Chicf Exceutive would not participate in an annual plan from 1 January 1998, However, having carefully
constdered both developments in marker practice since 1996 and the particular importance today of achieving short term :
improvements in the Company’s performance, we have decided to reintroduce an annual incentive scheme for the Chief Exccutive i

on the same terms as {for other UK based executive directors.

SERVICE CONTRACTS
Each executive director has a notice period of 24 months in his service agreement, There is no provision in any of these agreements
for pre-determined compensation in the event of carly termination.

1998 RE-ELECTION OF DIRECTORS

Mr M R Bates was appointed a non-executive director on 8 July 1997, Mr E M Astle was aprointed a director on 13 January 1998.
Under the Articles of Association, they both retire at the Annual General Meeting and, being eligible, each offers himself for
re-glection. Mr Bates, as a non-cxecutive director, does not have a service contract with the Group. Mr E M Astle is an executive
director and has a service contract with the Company with an unexpired term of two years, Viscount Weir, Mr C R. Reeves and

Mr PJ L Zinkin retire by rotation and, being eligible, offer themselves for re-clection. Viscount Weir's appointment as chairman is
for a fixed period of three vears from 1 July 1996, terminable by the Company on six months’ notice. Mr Reeves is 4 non-executive
director and has no service contract, Mr Zinkin has a service contract with the Company with an unexpired term of two years.

DIRECTORS’ REMUNERATION AND OPTIONS P
The first table which follows details the elements of the remuneration package earned by each director in 1997, The second table
shows the increase in acerued pension during the year for cach UK direcror. The third table sets out the interests of the current
directors and anyone wio was a director in 1997 in options granted over ordinary shares in the Company. Except as disclosed above
in respect of the Long Term Incentive Plan, in this third table or in Note 21 to the findncial statements on page 44, no director had
any interest in the share or loan capital of the Company or any subsidiary undertaking of it during the year.

Elemenis of Remuneration Package of each Director earned in 1997 Totat Tota! :
remuneration remuneration i
Basic Benefits Annual for for h
salory Feas in kind bonus 1997 1996 H
£ £ £ £ £ £ H
M R Bates - 10,000 - - 10.000 -
Sir Robart Davidson - 6,667 - - 6,667 20.000
M ] Dowmuie 213,257 - 13,501 - 226.758 207,432 e
R A Henderson 223,389 - 12,829 - 236.218 219,282 .
Lord Howe of Aberavon - 6,667 - - 6,667 20,000 |
A W Jones 390,000 - 10,446 - 400,446 387,213 I
H M P Miles - 2C,000 - - 20.000 1,354 [
C E Painter 241,604 - 13,148 79,093 333,845 340.433 R
C R Reeves - 20,000 - - 20,00C 20,000 <
UG Stark - 20,000 - - 20,000 20,000 R
Viscount Weir - 150.000 - - 150,000 100,000 T
M V7 Welton 214,832 - 13,116 53,750 281,698 201,623 i
P]L Zinkin 210,501 - 16,905 - 227.406 208914 -
Former directors ~ retired in 1996 - - - - - 209.968 S
Total 1,493,583 233,334 79,945 132,843 1,929,705 1,956,219 '
Notes: N

- The Total Remunersion for 1997 excludes Company pension contributions: the table below adopts the format now required by +% London Stock Exchange
for the disclosure of pension entitlements earned in 1997, Remuneration for 1996 has been restated without Company pension . atributions.

- The basic salaries of Mr Downie, Mr Henderson, Mr Welton and Mr Zinkin include non-pensionzble supplements averaging 4.6% of the figures in the first
column. These suppicments, which are paid o all UK exceutives, including dircctors, who were members of the Group Pension Fund before | Janauy 1995,
have been offsct by increases in the percentage contribution paid by each individual to the Fund and by reductions in Company contributions so that the
cffect on Company costs is neutral. Total remunreration for 1997 includes twelve months of supplements while that for 1996 includes twe months
of suppiements. i

- Benefits in kind: Benefits in kind are caleulated in terms of taxable values in the UK, or in the: case of Mr Painter, in the USA. : H

= Viscount Weir's fees for 1997 reflect a full year as Chatrman. His 1996 fees reflect six months as Deputy Chairman and six months as Chairman.

- MrM R Bates joined the Board on 8 July 1997 Sir Robert Davidson and Lozd Howe of Aberavon retired from the Board on 30 April 1997,
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Pensions Benefits earned by each Director in 1987 Actrued delerrnd Increase in Transter vaiue at
pension at accrucd penson 3% Dacumbe: 1097 ord

31 Decernber 1997 during 1897 of the ngreete P

in acorupd pensun - 1

£ps
M ] Lrownie 6,549 ¥0.000
R A Henderson 6,892 72,000
A W Jones 1,402 20,000
MW Welton 8,306 101.000
PJL Zinkin 6,064 58,000

Notes:

~ Theacerued deferred pension shown is that which would be paid annually from the Group Pension Fund on retirzment based on service 10 31 IDecember
1997. The increase in accrued pension during the year excludes any imcreasn for infiation. The transfer value has been calculated on the basis of actuarial
advice in accordunce with Actuaria] Guidance Note GN11 less directors’ contributions, Directors have the option to pay Additional Voluntary
Contributions; neither the contributions nor the resulting benefits are included in the above table. :

- Mz CE Painter, whe is resident in the USA, is a member of BICC Cables Corporation’s Pension, Retirement, Profit Sharing and Savings Plan and e
Supplemental Retiremzne Plan In 1997 the Company’s contribution to these plans was £27,823 (£26,054 in 1996).

- Mr A W jones’ salary is subicct to the Inland Revenue cap for pension purposes and sinee 1 October 1996 the Company has contributed to a Funded
Unapproved Retirement Benefit Scheme for him. In 1997 the Compa* < enatribuion was £122,003 [£31,407 for the three months from 1 October 1996

to 31 Desember 1996). 15
Options Number of aptions
At A R
1 January Date 3 Decamber Exercise
1997 granted 1997 price (p} from 10
AW Jones 204,538 13 April 1295 204,538 311.8 April 1998 April 2005
153,404 29 February 1988 153,404 2885 February 1999 February 2006
E M Astle (appointed 13 January 1998) - -
M ] Downie 29,656 10 May 1990 29,656 375.8 May 1993 tvlay 2000
38,127 14 Aprit 1992 38,127 305.0 April 1995 April 2002
3,078 19 May 1992 3,078 243.6 August 1997 January 1992
2,812 12 May 1993 2,812 269.9 Avgust 1998 Janyary 13992
820 18 May 18994 8z0 336.4 Avgust 1899 January 2000
51,135 13 April 1995 51,135 3119 April 1998 Aonl 2005
- 23 May 1997 1.631 208.0 August 2000 January 2007
R A Henderson 26,484 16 September 1288 26,484 316.2  September 1991 September 1988
88,967 10 May 1990 88,967 376.8 May 1993 May 2000
41,303 14 Aprit 1992 41,303 305.0 April 1995 April 2002
8,438 8 May 1986 6,438 267.9 August 2001 January 2002
C E Paintey 42,369 10 May 1990 42,369 3776 May 1993 May 2000
22.240 14 April 1992 22,240 305.0 April 1995 April 2002
39,885 26 April 1993 39,885 352.0 Apiil 1996 April 2003 :
30,681 27 April 1984 30,681 4381 April 1997 April 2004 !
M W Welion 17,383 21 April 1988 17,385 3068 April 1991 April 1988 R
31,772 14 Aprit 1992 31,772 305.0 Acril 1995 Apnl 2002 t
1,847 19 May 1992 1,847 243.6 August 1957 January 1958 i
15,340 27 April 1994 15,340 438.1 Apri} 1997 April 2004 s
15.340 13 April 1995 18,340 3119 Aprif 1928 April 2005 .
2012 16 May 1995 202 257.2 August 2000 January 2001
2,575 8 Nicv 1996 2,575 267.9 August 2007 January 2002
- 23 May 1297 2,156 208.0 August 2002 January 2003 o
PJ L Zinkin 23,301 3 May 1969 23,30 457.9 May 1992 May 1999 P
12,928 10 Moy 1990 12,928 3758 May 1993 May 2000 it
19,067 16 April 1221 19,067 417.7 Apnl 1924 Apnl 2001 i
76,254 . 14 April 1982 76,254 3050 April 1995 Aprl 2002 i
1,847 19 May 1982 1,847 2436 August 1997 January 1838 Py
1,661 12 May 1993 1,661 268.8 August 1998 January 1299 R
512 18 May 1994 512 336.4 . August 1999 January 2000 B
2,575 8 May 1996 2.575 267.9 Auvgust 2001 January 2002 o
- 23 May 1997 975 208.0 August 2000 January 2001 .

or date of appointment if later.
Options shown in italics were granted pursuant to the Company’s UK all employce savings-related share option scheme. B

The middle market price of the Company’s ordinary shares on 31 Pecember 1997 was 172p. During the year the price ranged from
144.5p to 293p.

No dircctor excreised any option, nor did any option lapse unexercised, during the year. All interests at the dates shown are R
bencficial and there were no changes between 31 December 1997 and 3 March 1998 except that the options referred to above under
the savings-related sharc option scheme granted on 19 May 1992 to Messrs. Downie, Welton and Zinkin, fapsed in January 1998,

Viscouirt Weir
Chairman
3 March 1998 o
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Group Profit and Loss Account

Before  Exceptionat Total aaiore Exteptions! Total
excaptionpl Items aveaptyonal 1tems
iteins iNete 3) ityrnyg iete 2
For the vear ended 31 December 1997 1997 1997 1996 1996 159%
HNotes fm £ £m firn fm fra
Turnover including share of sales
of associated undertakings 1 4,478 - 4,478 4,668 - 4,668
Group share of sales of asscciated undertakings {339) - (339} {4232} - (432)
Turnover 4,139 - 4,139 4,236 - 4,236
Cost of sales {3,595) {20) {3,615) (3,646) {65) {3,711}
Gross profit 544 {20} 524 £30 65) 525
Net operating expenses 2 (432) - {432) {457) - (457}
.. Share of profits less losses of associated undertakings 2 24 - 24 31 - 31
* Operating profit . 136 . {201 186 164 {68) 29
Fandamental restructuring costs . L - {122} {122) - - -
Net profit on sale of operations ..~ - - - ‘ R 2 2 - - -
_{Lossl/profit befors interest | . ' ‘ 2 - 136 {140) 4 164 (65) 99
. Net interest payable ac. similar charges o o 4 7 ’ (26} {35}
. itoss)/profit on ordinary ac’:ivitiés befo'l"e taxatién - N {30} 64
. Taxation S . 5 - (25} (38j
{Loss)/profit after taxation h : h (55} 26
Minority interests (including non-equity interests} [ 14 (23}
. toss)/profit for the financial vgér o B _ . . {66) 3
. Dividends: Preference . © - o R ST (15} {15}
‘ Ordinary L . " ' (34 {50}
Transfar from méerves_ - - . . . . (115} . 621
'Adiustod earrings por ordin.arf -shar‘e e ‘ g - 101p 13400
Exceptional items afrer attributable taxation and ]
minority interests . 3 T {29.8)p {16.2)p
Loss per ordinary share . 8 ’ {19.5)p [3.2p
Dividends per ordinary share ' ) 7 ) . 8.00p 12.41p

Movements on reserves are set out in Note E8.

‘Statement of Total Recognised Gains and Losses

For the year ended 31 December 1997 1988
£m £
{Loss)fprofit for the financial year {66} 3

Exchange adjustments {20) {10

Total recognised gains and losses for the year . (86) {7}
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Balance Sheets ;
BHC Group BICL pie, F
At 31 December 1997 14998 1997 199 :
HNotea £ fin m fm
Fixed assots L
Tangible asscts 9 568 629 126 133 *
Investments 10 95 87 519 528
663 718 655 561 {
Current assets
Stocks iz 319 280 88 111
Debrors - due within one year 12 853 844 185 152 i
- due after one year 12 117 112 41 3
Cash and deposits 13 232 334 57 144 '
_ | 1521 1,680 371 438
Craditors: amounts falling due within one year ;
Borrowings 12 {2000 {208) {4} (7
Other 14 {t,144) 11,209 {176} (204}
Net current assets o 177 265 191 227 \
: ‘ {
Total assets [ess current Habilities ) 840 983 846 888 i
Creditors: amounts falling due after more than one year .
Borrowings ‘ , ©oa3 {(182) {156} (25) 31
Minority redecrnable capital T ) 15 (30} (52} - - :
" Other . - ‘ - 14 (33) (43} - -
Provisions for liabiliﬁes and charges ) ) 16 - (138} {124} {68} 50
1383} (375} (93} 81
457 606 753 807
Capital and reserves 3
Called.up share capital 17 212 212 212 212 :
Share premium account 8 323 322 323 322 '
Revaluation reserves 15 54 64 21 23 :
Other reserves 13 12 14 63 B3 ’
Goodwill rescrve 18 {334) (333} - - :
Profit and loss account . 18 86 219 134 187
Shareholders” funds . 363 498 753 807 .
Equity intercsts 1386 321 576 630 :
Non-equity interests 177 177 177 177 :
Minority equity interests ) . 55 74 - —
Minority non-equity interests ' 29 34 - - :
457 806 753 807 ;
On behalf of the Board .
Viscount Weir /-\] '
R A Henderson ;
. i :
Dirccrors : . :
3 March 1998 1
: )
N B
i
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Group Cash Flow Statement

For the year ended 31 December
Hotes

Net cash inflow from operating activities 27

Returns on investments and servicing of finance
Interest received
Interest paid
Drividends paid:
On preference shares
To minoerity sharcholders

Net cash outflow from returns on Investments and servicing of finance
~ Taxation

Capital expenditure and financial investment
Capital expenditure

o Disposal of tangible fixed assets

Investment in associated undertakings
Net cash outflow from capital expenditure and financial investment '

Acquisitions and disposals )
Acquisitions of businesses ’ 27
Disposals of businesses 27

Net cash {outflow)/inflow from acquisitions and disposals
" Ordinary dividends paid

Cash {outflow)/inflow before use of liquid resources and finanting
Management of liquid resaurces ‘
Deerease/{increase} in terin deposite

Net cash inflow/loutflow} from management of liquid resources

Finzaneing
Issue of ordsnary shares

Issue of shares to minority interests

Minority interes.s repaid

New loans ’ ’

Repayment of loans and minority redeemable capital
Capital element of finance lease payments
'Expenses paid in connettion with share issues

MNet cash inflow from financing

Increasef/(decrease} in cash in the period 27

Casi {outflowl}/inflow before acquisitions and disposals of businesses*

1397
£ro

198

14
{46}

{15)
(14)

{61

{40}

(147)

{3}

{1a4)

(32

(25)
{49)
{121}

134

134

2]
109
(84}

(3}

20

33

(36)

‘ Defined as cash {outBow)fintlow befure use of liquid resources and financing and before acquisitions and disposals of businesses.
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ENT P

Principal Accounting Policies

A summary of the principal accounting policies, all of which have been applicd consistently throughout the year and the preceding year.
s set out below:

1. Basis of sceounting
The accounts have been prepared under the historical cost convention, modified for the revaluation of certain land and buildings, and
comply with all applicable aceounting standards and the Companies Act 1985,

2. Basis of consolidation
The Group accounts include the accounts of the Company and its subsidiary undertakings, together with the Group’s share of the resuits
of associated undertakings.
Gootdwill, being the excess of purchase price over the fair valuce of net tangible asscts, 1s taken to reserves.
* The Group’s shire of the net assers of contracting joint ventures, when it hag a significant influence, is included under each relevant
heading within the balance sheet.

3. Foreign currencies

The results of overseas subsidiary and associated undertakings are translated at average rates of exchange for the year, Assets and
liabiliries are translaced at year end rates. Exchange diffurences on opening net asscets bess offsetting foreign currency loans and other
hedging instruments are dealt with in reserves. All other exchange differences are dealt with in the profit and loss account.

4. Turnover

Turnover represents amounts inveicet to outside customers, except in respect of contracting activities where turnover represents the
value of work carried out during the year including amounts not inveiced. Turnover is recogniscd on property developments when they
are subject to substantially enconditional contracts for sale, Turuover excludes vatue added and similar sales-bascd taxes.

5. Profit recognition on contracting aciivities

Profit on individual contracts is taken only when iher outcome ¢an be foreseen with reasonable certainty, based on the lower of the
percentage margin earned to date and that prudently forecast at completion, taking account of agrecd claims. Full provision is made for
all known or expected losses on individual contracts, taking a prudent view of future claims income, immediately such losses are
forescen. Profit for the year includes the bencfit of claims settied on contracts completed in prior years.

6. Research and development
Research and development expenditure is writeesy off in the vear in which it is incurred.

7. Tangible fixed assets
Except for land, the cost or valuation of tangible fixed assets is depreciated aver their expected nsefud lives, on a straight line basis at
rates of 2.5% for buildings, or the life of the lease if less than 40 years, and 4% to 33% for plant and equipment.

Asscts held under finance leases are treated ax tangible Sxed assets; depreciation is provided accordingly, anu the deemed capirtal
clement of future rentals is inchuded within borrowings. Deemed interest, caleulated oo g reducing balance basis, 15 charged as interest
payeble over the period of the lease. The rental costs arising from operating leases are charged against profic before inrerest as they arise.

8. Investments

Associsted undertakings are included in the consolidated accounts ar the Group's share of net tangible asser values, plus net leans due
from such undertakings, less amounts written off, The excess of artributable net tangible assets of associated undertakings over their cost
is included in the Group’s revaluation reserve, Other Group investments and the Company's investments are stated at cose plus loans,
less amounts written off.

3. Stocks

Stocks are valued at the lower of cost and net realisable value. Cost where appropriate includes a proportion of manufacturing overheads
andl interest costs of property development expenditare incurred during the construction period. Applications for progress payments are
deducted from cost, with any excess included in other creditors as advance progress applications.

10. Deferred taxation

Deferred taxation is provided using the liability method. Timing differences arising from capital allowances are fully recognised since

the directors consider such differences will reverse in the foreseeable future, Unrecovered advance corporation tax on dividends paid and

proposed is deducted from UK deferred taxation up to a3 maximum amount equivalent to 20/31ths thereof, with the balance written off.
Provision is not made {or caxation which would be payable if the retained profits of overseas subsidiary and assoctated undertakings

were remitted to the UK, or which would arise on any excess of the sale proceeds over the cost of land and buildings if they were to be

sold at their revalued amounts,

11. Pensions

Pension contributions are charged to the profit and loss account so as to spread the cost of providing pensions over emplovees’ working,
lives with the Group.
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Notes to the Accounts

1. Segment analysis

ia) Perfarmance by Sroup Company

Balfour Beatry

BICC Cables

BRICC Cables Corporation
Metal Mamactures
BICC Developments
Other

Net interest pavabie
Profit before tax and exceptional itoms

Met borrowings
Minority redeemable capital
Tax and dividends

The effect of exeeptional items on the performance by Group Company is set out in Note 3.

{b) Performance by geographic erigin

‘ Eunrope
North America
Australasia
QOther

Turnover includes share of associzted undertakings’ turnover of £339m {1996: £432im} of which: in (a) above £154m [1996: £25C.m) relates o
Balfour Beatty, £59m {1996: £46m] to BICC Cables and £68m (1996: £75m) w0 Metal Manufactures; in [b) above £234m {1996: £294m) relates

to Europe and £68m {1996: £75m) to Australasia.

{c) Turnover by destination

United Kingdom
Rest of Europe
North America
Australasia
Asia-Pacific
QOther

- UK manufacturing exports were £379m {1996: E404m).

2. Loss before interest

{a) Net operating expenses comprise: 1897

£m
Administrative expenses : 254
Distribution cxpenses 178
Necet operating expenses 432

(B) Share of profits less losses of associated undertakings
Share of profits less losses of associated undertakings are after
charging project-related non-recourse finance costs of £10m
{1996: £11m)
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Opersting ponst

Tow fCavder beforn svoapuwnal iteima Capal amployed
1997 1906 1397 1996 1997 1036
£m fm Em Lim firm fin
2,202 2,118 42 10 {120} (1281
1,179 1,294 43 94 421 4g3
382 398 17 15 145 1z29
557 724 26 37 154 189
54 39 {10} {7) 68 &7
104 95 18 15 21 1€
4,478 4,868 136 1G4 689 776
{26) (36}
110 129
(150} (28}
{30} {52)
{52} (20}
457 605

Gpetating profit

Tutnover totote axceptional dems Capstal employed

1997 1996 1357 1996 1957 TUhG
£m <n £m fm £ £m
3,196 3,184 78 311 358 432
544 642 26 6 - 148 125
557 724 26 37 154 182
81 118 <] 10 29 30
4,478 4,668 136 164 689 775

7337 1996

E£nr £m

2,173 2,052

507 6824

638 842

476 532

478 532

208 216

4,478 4,868

fe) Loss before interest is stated after charging: 1997 1906

£m £m

Depreciation 89 a8

Hire charges for plant and equipment 42 51

Other op-crating lease rentals 339 35

Research and development expenditure 29 30
Auditors’ remuneration, which for

BICC ple was £0.4m {1996: £0.4m) 2 2

Fees paid to Arthur Andersen for non-audit services, including
amounts not charged in profit before interest, principally relating
to tax advice and investigative work, actounted to £1.3m

{1996: £2.11m) of which £0.9m {1996: £1.5m) was paid in the UK.
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3. Exceptional items 1097 1996 5. Taxation 1997 19U

£m fin iy fin
Exceptional items comprise: UK
{a] Charged against operating profit: Carporation tax at 31.5% (1996: 313%) 11 40
Rationalisation of cables businesses: Dwouble taxation relief {8) Q) H
Redundancy costs {s) (7 2 21 1
Tangible fixed asset write-downs {15} ng) . ;
Deferred taxation 4 (11)
(20} (25} Advance corporation tax written off/(back) 9 {43 ;
Provisions against property development 6 16
carrying values - (40) B . !
Associated undertakings 5 5 :
{20} (65}
21 21
{b} Fundamental restructuring costs:
ible ; Overseas H
Tangible fixed asset write-downs (47} - . 1 ] ;
Redundancy and other restructuring costs 175} - Current taxatu.'m ! !
Deferred taxation {10} - L
{122) -
1 11 H
{c) Net profit on sale of operations 2 - Associated undertakings 3 8
'
'3
{140} {85} 4 17 I
I 1997, the fundamental restructuring costs, of which £15m 25 3B ;
occurred in associated undertakings, arose in BICC Cables, . L .
- The costs of rationalisation of cables businesses arose in Metal 11;'1_99?, taxal:c;r;?a;snm b:j:m slgi:‘if:;mly affected Py;;nor ge“r 5
Manufactures {£18m} and in BICC Cables Corporation [£2m). a ;};stxzc}nts i1 "1_ mdr,c uctm;a, ) o ?‘S_icas tal_c ree ast
In 1996, the'cost of ratiunalising the Cables busincsses arose in su (’n‘_ rom unrelieved fosses aiter Interest in certain overseas :
BICC Cables and provisions against property development carrying countnes. s
values arose in BICC Developments. 6. Minority interests 1987 1296
In 1997, the profit on sale of operations arese in BICC Cables. £m Lo .
In 1296, ‘aalc off‘)pgratmn.s m?.l)ud:.d L2m profit on the sale of Minority equity intereses 5 21 .
Temco Lid in B((EL Cables and £2m los§ on the sule of ather Minarity non-cquity interests 2 2 .
businesses in Balfour Beatty, after charging goodwill of $2m. :
Exceptional irems have reduced the Group tax charge Ly £11m 11 23 ¢
{1996: £5m) and minority interests by £5m (1996: nil). '
4. Netinterest payable and similar charges 1997 1996 7. Dividends 1987 1995
£rot Em Per share Amount Per share Amount
. P Em il £m
Bank loans and overdrafts 30 40 .
Finance leases 2 3 On ordinary shares:
ne Fase Interiin payable 4.0 17 3.91 14
Other [oans 3 3 Final proposed 4.00 17 8.50 36 ‘
Minority redeemable preference dividends 4 5  propos ) ) )
8.00 34 1241 50
39 51
Interest receivable and similar income {13) {16} On preference shares: -
25 45 Paid .30 8 4.30 8 ;
? Payable 4.39 7 4.30 7 :
8.60 15 3.80 15

8. loss per ordinary share
The eatculazion of the loss per ordinary share is based
on the lass for the financial year, after charging preference
dividends, divided by the weighted average number of ordinary
shares inissue during the year of 419.5m {1996 375.3m).
On a mil diseribution’ basis, the loss per ordinary share
would decrease by 2.2p to 17.3p {1996: 1.0p increase to $.2p).
Adiusted earnings per ordinary share before exceptional
items have becn disclosed to give a clearer understanding of the
Group's underlving trading performanee.
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. Thc net book value of as':::ts hg,ld undcr ﬂnqncc leases was £13m f199( £14m) for the Group and £1m (1996: £1m}
depreciation provxdu. in th:, ymr of £.2m [1996 £1m) for tht, Gronp and £Jm [1996 £1m) for BICC ple.

Notes to the Accounts continued
9. Tangible fixed assets BICC Group BICC ple
Assels in Ausets in
{2} Movemants Land ang Piont and coutaw ot Land und Plang ssxd oL oF
huilding s aquipmont CoOnElrUCtion Tetat tuildings BYUEHMIENT CONSIUCTIoN Totaf
£rm £ firm fin Lm Lm fm £rn
Cost or valmation:
At 1 January 1997 308 1,089 43 1,450 £9 256 -4 332
Exchange adjustments {15} {50} 12) (67) - - - -
Additions 5 85 48 138 2 28 8 38
Disposals (€3] (88) - {54} {1 (8) - (9}
Transfers 5 15 204 - - 3 (3) -
At 3] December 1997 297 1,061 69 1,427 70 279 13 362
. Depreciation: )
At 1 January 1997 66 765 - 821 17 183 - 200
 Exchange adjustments {2) {38) - (40} = - - -
Chﬂrt:e {or the year 7 ‘82 - 89 2 18 - 20
Misposals ; (6} (67} - {73} (2} {6) - (8)
Asset write-downs 22 40 - 62 2 12 - 14
At 31 December 1997 87 . 772 - 859 19 207 - 226
Net book value at 31 December 1997 210 289 69 568 51 72 13 136
Net book value st 31 December 1996~ 242 . 344 4z 629 .. 52 73 8 133

for BICC ple, with relared

{b) Awa]ysm of net baok value of land and bu:!dmgs BICL Group BHCC pi
. - 1997 1996 1997 U :
. £m tm £m £m ‘
Frechold 183 223 40 42 :
Long leaschold — over 50 years unexpired 16 15 11 10 .
Short leaschold 3 4 - -
210 242 51 52 ;
{e} Valuutlons ‘ BiCC Group SICC ple .
Land and buildings include rhe fo!lowmq amounts at valumon: - Year of 1997 1996 1997 1596
valuation £fm £ro £m £m y
1991 74 74 54 55 T
1992 32 34 - - g
1993 S 1 - -
Total at valuation - 107 109 54 55
Depreciation {19} (14} {12) (9;
Net book vahie” = 7 88 95 42 6
Original cost, and depreciation based on cost, of land and buildings included at valuation: BICC Gooup BICC pie
1997 1996 1597 1996
Em m fm £m
Original cost 77 79 41 41
Depraciation based on cost (32} i29) 120} (15}
Net 45 50 21 23
E 38 e .BiCC Group Annupl Béporf and Accounls 1997,-"‘ e L .




10, Investments (b} BICC pic Subsio.ary
Principal subsidiary and associzted undertakings are shown “””"""“';,‘3;‘,
on page 47,
Cost:

(a} BICC Group Agsociatut Ar ! january 1997 1,217

under‘.uku;:as\ 012:.;: thl:‘l Additions -

Dispaosals and transfers {117}
Cost or valuation:
At ] lanuary 1997 61 19 80 At 31 December 1997 1,100
Exchange adinsuments 8 1 &) .
¢ R ige adustments ®) n ) Loans due from investments:
Retained losses (13} - (13} At 1 January 1997 363
Additions 34 - 44 Movc;‘rr:;r?:: 199}
Disposals and transfers {4) (1 {5)
p d 7 254
At 31 Becember 1997 BO 17 a7 At 81 December 199
. Provisions against investments:;
Loans due from investiments: At 1} 1997 (196)
Hi
At ] January 1997 163 - oes ) n']“::: 7 ‘ ]
v 2 S

Exchang, adjustments n - 1 ! ¢
Movements ] 18} ~ (15} At 31 December 1997 {195}
At 31 December 1997 147 - 147 Loans due to investments;

. At 1 January 1997 {858)
Provisions: Movements 211
At 1 January (997 {139]) {17} (1586)

Provigions for retained losses (10} - {10} At 31 December 1997 {647)
Disposals ond transfers 17 - 17
Net book value at
- At 31 December 1997 {132} 17y {149} 31 December 1997 512
Net beok value at Net bouk value at
31 December 1997 95 - 95 * 31 December 1996 516
Net bock value ac .
31 December 1996 85 2 87

The original cost of the Group’s investments in associated
undertakings was £67m {1596 £31m).

In 1997, ajoint ventur~ was created with NKF {Kaiser KWO
Kabel) which acquired the Group’s and NKF’s energy and metallic
telephone cables business in Germany. The Group contributed
fixed assers and stocks totolling £30m to the joint venture which
s included above in additions. .

The Group has a one-thizd interest in Spitatfields Holdings Led,
which is developing a 13-acre site adjacent to the City of London,
scheJduled to be completed beyond the year 2000. The Croup’s
share of the development expenditure to 31 December 1997 of
£29m (1996: £30m) is included above, net of provisions,

The Group's share of net borrowings of associated undertakings
supported by the Group and BICC plc was £4m (1996: £40m).
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Notes o the Accounts continued

11. Stocks

Cuntract work in progress
Progress applications

Ner contract balancues
Development land and
work in progress
Mamudacturing work

in progress

Raw materials and
consumables

Finished goods and goods
for resale

12. Debtors

Amounts falling due within

one year:

Trade and other debtors

Due from subsidiary undertakings
Due from associated underzakings
Due from joint ventures
Recoverable on contracts
Contract retentions

Prepayments and accrued

income

Deferred taxation {sce Note 16)

Amounts falling due after

more than one year:

Trade and other debtors

Contract retentions

Pension prepayments (see Note 22)

BICC Group
1997 1206
fm fin
61 61
(45} {25)
16 36
21 46
73 76
70 76
139 156
319 390
BICC Geoup
184: 199
Em tm
623 - 625
20 19
10 4
94 97
5¢ 53
37 35
12 H
©53 814
41 27
27 35
49 50
117 112
970 956
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BICC ple
1997 96
£m Lin
1 K
1 1
13 41
17 19
19 20
33 30
88 117

BICC ple
1997 1996
£ro £m
98 74
74 1]
4 5
2 2
7 5
185 152
21 14
1 1
19 16
41 31
226 183

13. Borrowings BICC Grouy BICC ple
1997 YOUG 1937 19
frir fm £m fn

Loans sccured on propertics

1998 o 2000 3 5 - -
Unsecured borrowings:
7.6% USS notes 1999 81 58 - -
Deutschmark fixed rate
loans 6.5% to 7.5% {1999-2003) 20 34 20 22
Other fixed rate foans [1998-2004) 66 16 8 10
US$ commercial paper 43 37 - -
Australian § commercial paper 51 49 - -
Bank overdrafts 28 35 1 5
Other short-tern loans 83 116 - -
365 341 29 38
Finance leases . 17 21 - -
382 262 29 28
Cash and deposits {129} {92 (28) (2)
Term deposits 1103}  (247) {23} (142)
Net borrowings/(cash} 150 22 {28) (105}
Term deposits represent cash on deposit for periods in excess of
24 hours.
Borrowings are repayable in the following periods:
BICC Group BICC plz
1997 ] 1997 1936
£n n, £m £m
Amounts falling due after
muore than cne year:
Over fve years
- by instalments 19 23 5 11
- other than by instalments 5 5 - -
Two ta five years 80 119 18 17
One to two years 78 g b4 3
Amounts falling due within
one year . 200 206 4 7
382 62 29 38

Borrowings comprise:
Bank borrowings 180 174 25 33
Other borrowings and finance

leases 202 188 - -

[N

382 38 29 38

Unutilised committed borrowing facilities expiring bevond
12 months amount to £448m {1996: £470m).

Group borrowings repayable by instalments, any part of which
is repayable after Ave years, are £79m {1996 £47mu).

Cash, depoesits and term deposits include the Group’s share of
amounts held by contracting joint ventures of $29m (1996: £37m).




14, Other creditors

BiCC tirowp BICC pic
1997 1996 1997 1990
£m Em £m £m
Amounts falling due within
one year:
Trade and other creditors 493 496 52 44
Advanice progress applications 175 181 - 2
Due to subsidiary undertakings - - 21 16
Bue to associated undertakings - 7 - -
Corporate taxation 30 44 20 18
VAT, payroll taxes and social
security 50 &7 12 12
Dividends on ordinary shares 34 50 34 50
Bividends on prefetence shares 7 7 7 7
Accruals and deferred income 342 349 25 = 22
Due on acquisitions 13 33 5 33
1,144 1,206 176 204

Amounts falling due after
more than one y=ar:

Trade and other creditors 26 30 - -
Due on acquisitions 7 i3 - -
33 43 - -

Amounts due on acquisitions include accrued interest of £2m
[1996: £6m). :

15. Minerity redeemable capital .

BICC plc has entered into an mreemf_nt to acquire the non- -voting
preferrad shares of a sub31dxary undertakmg, with a dividend rate -
of 9% at their paid-up value of £30m (1996: £33m) by 1699,
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16. Provisions for liabilities and charges

{a) BiCC Group

Revrgame-

BDelurrud BIOH Oiher
1AXAUGN  PIGILIONS PIGVISHONS Tow!
Lm frr fn f£r
At | January 1997 - 36 88 124
Charged in year {8} 55 17 64
Businesses acquired 4) - - {4)
£xchange adjustracnts 2 {1 {2) i1
Utilised 2 (44) {11) {53)
Transfer to debtors 8 - - 8
At 31 December 1997 - 46 92 i38

Qther provisions principally comprise overseas pension and
employment obligations and contract and insurance provisions.
The provision for UK deferred taxation is based on a corporation
tax rate of 31%.

Advance corporation tax of £13m [1996: £4m]) has been written
off to date and is available for offsct against tax on future
UK profits.

“The provision for deferred taxation, included in debrors,

. comprises:
1997 1995
UK Overseas UK Oversess
£m £m L £
Excess of taxation allowanccs
over depreciation 10 {1} 11 (3
Unrelieved traling losses - (4} - {4)
Other, including short-term
" timing differences {16} {8) (17 2
(53] {13} (B8} ()
(19} {11

The full potential deferred taxation fability is not significantly

“diffzrent from the amount provided in the balance sheet.

{b} BICC pic Advanca
. Dcferred COLpOra- Other

taxation tion 18y prowsions Towt
£m £m £m £m
At | January 1997 7 (4} 47 50
Charged in year 1 n 32 32
Utilised . - - {14) {14}
At31 December 1997 8 5) 85 68
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Notes 1o tha Accounts continued

12 Share capital Authonsey Issugat and luly pod
1997 199 197 YO0
firne o £im fsn
Ordinary shares of 50p ¢ach - authorised 696m (1996; 493m) issued 420m {1996: 41901} 348 247 210 210 :
Cumulative convertible redeemable preference shares of 1p cach 2 2 2 2 4
350 243 212 212

The preference shares are convertible at the optiun of the holder into new RICC ple ordinary shares at an eflective conversion price of
475p per ordinary share, subject to adjustment in cerrain circuunstances. They are redeemable on | fuly 2020 at £1 cach and carry no
voting rights excepr in cerrain Hmited circumstances. Holders are entitled 1o 2 preferential dividend equivalent to a gross payment of ¥
10.75p per preference share per annum, payable half yearly. On a liquidation of BICC ple, holders are entitled to receive the sum of £1 per '
preference share, together with any arrears or aceraals of preference dividend, in priority 1o any payment on any other class of share.

Mumbar of Cash consideraunn

Oroiindry sHnies L
Ordinary shares issued during the year credited as fully paid. ] :
Share options exercised 5,356 - 1
Scrip dividends 416,921 - '

~ Preference shares converted 107 - :

Personal Equity Plans 35,904 0.1 i
458,298 0.1 d

At 31 December share options outstanding were as follows:
Number of ordinary shares

Subseription MNeonnally exércisable

Year of issus aricos N periagds (o 1997 1926
Savings-related
1991 349.3p January 1997 ~- 563,093 i
1902 243.6p January 1998 1,096,618 1,758,987 H
1993 265.9p January 1999 1,583,756 1,887,717 l
1994 336.4p January 2000 1,235,916 1,570,307
1995 257.2p January 2001 1,234,342 1.531,033 :
1996 267.9p January 2002 2,120,296 2,634.572
1997 208.0p Janusry 2003 3.761.947 -
Exccutive
1987 305.8p Apqil 1997 - 105,221 ;
1988 308.8p April 1998 470,898 502,668 :
1988 316.2p September 1998 232,059 233,058 §
1989 457.9p May 1999 195,937 195.937
[990 375.8p May 2009 1,106,682 1.158,614
1990 377.6p May 2000 201,253 201,253
1990 383.3p May 2000 10,592 10,592
1991 417.7p Aprii 2001 558,264 586,866

1992 . e S ... ...305.0p - S - Apriy 2002 - - 4,105,641 0 ©1.229.550
1992 ' 246.4p October 2002 122,723 122,722
1993 352.0p April 2003 397,819 511,336
1994 438.1p April 2004 728.140 550,561
1995 311.9p April 2006 1,312,093 1.428.677
1996 288.5p February 2006 153,404 153.404
1996 344.2p April 2008 526,677 595,708
1997 231.0p May 2007 766,000 -

On 1 May 1997 options were granted over 800,000 ordinary shares under the BICC executive share option scheme, at 231p per share, and
these are normally exercisable in the period from May 2000 to May 2007.

On 23 May 1997 options were granted over 3,948,799 ordinary shares under the BECC savings-related share option schemie, at 208p per
share, and these are nermally cxercisable in the periods from August 2000 to Janaary 2001 and from August 2002 to January 2003.
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18. Reserves

{a} BICC Group reserves

At 1 January 1997

Premivum on shares issucd, net of expenses
Retained profitf{loss) for the year
Exchange adjustments

Goodwill

Transfers

At 31 December 1997

" (b} BICC pl reserves

At } Ianu1ry 1997
Premium on shares issued, mt of expenses
Retained loss for the year
Exchange Admatm(.nts
. Transfers

At 31 Deccmbc-r 1997

Shatg pretugn
BESGUNY
fm

322

323

The profit and loss account of BICC ple is whally distzibutable.

Under s230{3] of the Companies Act 1985, no profit and loss account is prescmed for: BICC plc The loss for the financial year dealt

with in the accounts of the parent company was £7m (1996: £18m profit),
At 31 Deccmbcx 1997, cumulat;ve gondwﬂi wrxttcr- off smounted to £500m (1998: £499m).

e Reconculmt:on of movements in shareho!ders funds

{Loss}/proft for the Anancial vear
Dividends :

Other recognised gains and ] iosses, net
Qrdinary sharc cap:tal subscribed
Goodwiil

Opening shareholders’ funds

Closing shareholders’ funds
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Frevatuations

Tanginle
hxed asagts
Lens

34

i

2)

36

lavpsimedis in
nssOCAted
undestakings
Eny

25

64

Share pramium

account
£m

322

323

Ohar
£rn

14

Reveluation
of zangitla
fixed assets
£m

23

(2}
21

Goodvall
£rn

(333)

[}

(334)

QOther

£m

63

1997
£m

(66)
{49}

{115}
{20}

{1

(135)
498

363

Profit and loss
HOGULt
Len

219

{123}
(12}

et e

.86

JapS

Profig and loss
account
£m

187

(56)
1
2

134 . :




Notes to the Accounts centinued

19. Acquisitions Fuir

Lonside vislua

uration of psseta

andd costa acquired Goodvell
£in £ £
Devonpoert Royal Dockyard 1 9 {8)
British Rail Infrastructuce companies - (7} 7
Others 5 3 2
<] 5 1

In March 1997, the Group acquired an interest in the business

of Devonport Royal Dockyard subscribing £1m equity capital.

It connection with this ransaction, Devonport Management
Limited was reorganised and the Group’s shareholding reduced
from 29.9% to 24.5%. Adjustments totalling £7m, of which £4m
relates to the pension fund surplus, and £7m to provisions for other
identified liabilities, less £4m provision for deferred taxation, have
been made to the provisional fair valuc of assets of the British Rail -
Infrastructure companies acquired in 1996. The Group acquired

a 40% interest in First Philippine Balfour Beatty Inc for £5in,

The Group has used acquisition accounting to account for these
transactions,

20, Empioyees 1097 1996
{m fm

Employee costs during the year amounted to:

Wages and salaries 802 828
Social security costs 24 85
QOther pension costs 9 9

895 922

The above analysis exciudes the redundancy costs reported within
exceptional items in Note 3, -

1997 1996
The average number of emiployees was as follows:

Balfour Beatty 21,164 20,402

BICC Cables 9,982 10.662
BICC Cables Corporation 2,352 2,647
Metal Manufactures 3,398 3,492
RICC Developments 2 4
Other 482 453

37,380 37,560

Ar 31 December 1997, the total number of Group cmplr;yecs was
36,675 {1996: 38,010).
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21. Directors’ emoluments and interests

{a) Directors’ emoluments 1997 1FH
fm fm

The remungration of directors of BICC plc was:

Non-executive directors’ fecs 0.233  0.187

Exceutive directors’ emohuments

—salary and benefits 1.574 1679

- performance related bonus 0.133 0,090

Money purchase pension contributions 0.150 0.267
2090 2013

As disclosed in the Compensation and Appointrents
Comunittee’s Report on pages 29 to 31, no grants of executive
options were made to directors in 1997, No share options were

. exercised by directors in 1997. In 1897, the highest paid director’s
. emoluments were £400,446 (1996: £387,313), the company made

money purchase pension coneributions on his behalf of £122,003
(1996; £31,407), and at 31 December 1997 his accrued pension
benefit was £3,850 per annum (1996: £2,398 per annum).

{b) Directors’ interests

‘The interests {other than in the forn of aptions or under the BICC
Long Term Incentive Plaa} of the directors and cheir immediate
families in the share capital of BICC ple and its subsidiary
undertakings during the year are set out below.

Holdings A Y January 3997 At 21 Decembear 1997
Crdinary Prefarerce Ordinary Preferencs
shares sharas shares shares
E M Astle
[appointed 13 January 1998} - - 3,770 -
M R Bates - - 5,000 -
A W Jones 2.819 - 13,936 -
R A Henderson 2,865 65O 5,493 650
C R Reeves 1,213 B33 14913 833
Viscount Weir 1.653 - 1.653 -
P JL Zinkin 768 325 2,768 325

‘or date of appointment if later.

‘Preference shares’ means the cumulative convertibie redeemahle
preference shares in BICC ple (see Note 17},

All interests at the dates shown are beneficial and there were
no changes between 31 December 1997 and 3 March 1998 cxcepL
in the case of Mr Jones and Mr Henderson who acquired 64 and
43 ordinary shares respectively on 2 January 1998 by way of scrip
dividends,

Further details of directors’ emoluments, pension bonefits and
Interests are et out on pages 29 to 31.
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22.Pensions

The Group, through trustees, aperates a number of pension
schewmes throughout the world, the majurity of which are of the
defined bencfit type and are funded. 1n addition, the Group
contributes to a number of union operated schemes.

Contributions are detarmined in sccordance with indepemlent
actuarial advice.

The total cost to the Group was $9m {1996: £9m), of which
£9m {1996; £9mj related to overseas schemes.

At the date of the latest valuations of the principal defined
benefit schemues, the market value of the assets of those schemus
amounted to £1,463m. The 1ctuarial value of those assets °
exceeded the beneflts which had acerued to nyembers after
allowing for expected future increases in carnings. The latest
actuarial vatuation of the main UK scheme was carried out by
independent actvaries at 5 April 1996 using the projected unit
method and disclosed 2 surplus of assets over past service
Habilities of 16%, which is being used to reduce company
contributions over a period of 10 years. The principal actuarial
assumptions of the main UK scheme are for new invesement
returns 1o excecd inflation by 4.5% and for dividends to Zrow
at the rate of inflation.

The excess of cumulative amounts paid to schemes over
pension costs charged in the accounts of £49m is included in
debtors {1996 £50m).

23. Commitments
Capital expenditure authorised and contracted for which has not
been provided for in the accounts amounted to £30m {1996: £52m/}
in the Group and £17m {1996: £13m) in BICC ple.

Annugl operating Iease commitments comprise:

1997 1996
Land and Lond ang
buildings Other  tuildings Gther
Em Em fin £in
BICC Group
Leases terminating:
Within one year 2 4 3 5
Between one and five vears [ 16 8 13
In Ave years or more 12 1 & ~
20 21 17 18
BICC ple 6 2 2 2

Z4. Contingent liabilities ) L
Contingent liabilities, which are not expected to give rise to any
material loss, include:

BICLC Group BICC ple
1937 1996 1997 1996
Em £m £m tm
Guarantees of subsidiary
undertakings and other support - - 232 167

In addition, the Group and BICC ple have supported the
borrowings of certain associated undertakings as set out in
Nate 10 and BICC ple has supported the capital of a subgidiary
undertsking as set out in Note 15.
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24, Contingent Habillties continued

BICC ple and eertain subsidiary undertakings have, iu the norma)
course of business, given guarantees and entercd into counter
indemnities in tespect of bonds relating tu the Groups awn
centracts and given guarantees in sespeet of the Group’s share

of cervain contractual obligations of associated undertakungs.
BICC ple bas guaranteed the property lease commuitments of
former subsidiary undercakings currently amounting to £2m per
annum terminating betwesn 2005 and 2010,

Meral Manuractures Lid has received tax assessments totsiling
Australian $32m rulating to a sale and lea: e back transaction
entered into in 1988. The assessments disallow expenditure
deducted in the company’s tax returns. In 1997, Australian $14m
was paid in respect of these assessments and is included in
debtars. Legal and taxation advice supports the treatment of the
transaction adopted by the company and accordingly no specific
provision has been made,

25. Related party transactions

The Group recharges the BICC Croup Pension Pund witly the
costs of administration and advisers’ fees borne by the Group
amounting to £1.7m in 1997 {1994: £1.6m}.

The Group supports the borrowings of certain associated
uudertakings as set out in Note 10,

In 1997, the Group’s cables businesses sold goeds and services
to and purchased goods from asscciated undertakings amounting
0 £18m and £16m respectively {1996: £20m and £30m). The
Group provided services under construction contracts to, and
received technical and management fees from, associated
undertakings and joint ventures amounting to £4m (1996: £4m).
These transactions occurred in the normal course of business at
muarket rates and terms. In addition, the Group procured
equipment and labour on behalf of certain joint ventures which
were recharged o the joint ventures at cost with no mark-up,
Amounts due to and from associated undertakings and joint
ventures are set out in Notes 12 and 14.

26. Post balance sheet avents

On 12 February 1998, the Group announced that it is to dispose
of its UK business in construction and building wire to Delta ple.
At the same time, in exchange, the Group will acguire Deita’s
power utilities, accessories and elastomeric cables business.

On completion of this transaction, which is conditional upon
tlearance from the Cffice of Fair Trading, the Group will pay
consideration to Delta of approximately £5in. In a separate

_ransaction, the Group acquired Delta’s copperrod mill and its. -

enamelled wire business for approximately £18m:. No material
further charge is expected to he incurred as a consequence of
these transactions.
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Notes to the Accounis continued

27. Notes to the ¢cash flow statement

{a} Net cash inflow from operating sctivities comprises: 1997 1997 1494 Yy
£m £ L Lm
QOperating profit before exceptional items 136 164
Depreciation 289 98
Share of profits less losses of associated undertakings {24) {31
Dyividends from associated undertakings 15 2
Profit on disposat of fixed assets {2} n i
Exceptional items — cash expenditure {33} (35} L
. N . i
Working capital decreasef{increasc): i
Stocks ) 3 4 ;
Debtors {35) 7
Other creditors and provisions 21 {19}
17 R
Net cash inflow from operating activities 198 252
{b} Recongiliation of net cash flow to movement in net ¥
borrowings and minority redeamable capital: Cash and Borrowsngs 4
daposits gncluding Sub-total Minority
~and Termn finunce net  redesmiab'e
overdrafts deposits legses) BOrrowings capital Totat
fm £rm £ £m £ £m
t lanuary 1997 . ~ 58 241 {327} 128} {52) {80}
sani Now . 33 {133} [38) {138} 16 {123}
b e adiustments . 19 (4} 11 17 [ 23
AL 41 December (997 . i 103 {354) {150} [20) {180} L
{c) Acquisitions of businesses: 1997 1996 {d} Disposals of businesses: 1997 1996 ®
£ £m £m £m ;
Net assets acquired: ‘ Net assets disposed of:
Tangible fxed assets - 16 Tangible fixed assers - 2
Investments 1z - - Investnents 5 - ' ;
Stocks ) 1 8 - Stocks - 1
Debtors (3) 110 Due on disposals . - 54
Creditors ‘ 7 2 (70 Creditors -~ (2) ]
Provisions o S 3 @22y - - . ;
Borrowings (including finance leases) - 4 . . 5 55 .
Minority intcrests - ] Profit on sale, before goadwill 2 2
5 39 7 57
Due on acquisitions 25 L. Satisfied by:
Goodwill 1 29 - Cash consideration 7 87 B
32 .68, " Cash inflow 7 57 i
© Satisfied i)y': - T S :
Cash consideration 32 42 ;
Cash, deposits and overdrafts acquired - 8
Cash outflow 32 50
Defe. 4 consideration - 18
32 85

in 1997 cash consideration includes £26m deferred consideration
on acquisitions completed in previous years.
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Principal Subsidiary and Associated Undertakings

;
f

Tetal Lrstal
RNV 1 el

Country ot Group share Country of Croun whadi i
(L E HIT T Oty caprtat DO PO BN L Gl BTy Ceguial i
At 31 December 1997 cetustintion hdding iRy i TRGHTAtiLN Ly Hede it k3
w . iy N
B HO L) b In |\
Balfour Beatty Othar
Balfour Beatty Lid+t Andover Controls Corporation UsA
Ralfour Beatty Capital Projects Ltd BICC Finance BY Helland H
Batfour Beatty Civil Engineering Led RICC Holdings Australia Led Austraka ;
Balfour Beatty Constructian Ltd Seotland BICC Oversvas Investments Ltd
Balfour Beatty Ing USA RICC USA Inc USA ;

Balfour Beatty International Lid

) Bruton Investments Ltd
Balfour Bearty Rail Led

" 3 ok Drelphian Inserance Company Ltd+ isle of Man 3
Balfour Kitpatrick Lid Seotland ) Fielden & Ashworth Lud ;
Connect Roads Led a7 5 1.0 Guines Investments Led i
Devonport Royal Dockyard Ltd 24.5 5.3 i o ) !

) Londen Bridge Developments Lud - L

Dundee Energy Recycling Led* Seotland 20.0 0.3 Maviarr Place | tments Ld B
Dutco Ralfour Beatty LEC Dubai 49.0 _ \;\} arr ..u.c nvestments Lt
First Philippine Balfour Beatty Ine Philippines 40.0 4.1 “Fhames Power Ltd® (Note x} 50.0 - §
Haden Building Management Ltd Not s
o%: A

Haden Yourng Ltd

{i] Subsidiary and asrociated vadertakings whose results did noc, in the spinien

.

Pee " Y] . [y
Hl'kiy International hl(_‘ U‘,_A of the directors, marerially affect the profie or the assets of the Group are not J
PT Balfour Beatty Sakti Indonasia 49.0 0.3 shown, tindicates o pansipal grocp company, 3
Yotkshire Link {Holdings) Ltd~ 50.0 3.0 {4} Fotal issned share capital is shown [ar asseciated unertakings. ‘i
(i) Unless otherwise stated, 100% of the vquity vapiral is owned and companics ase -'
BICC Cables registered in Eopland, The pniapsl operations of cach company are conducted ¥
BICC Cables Lud~t in its country of incorporation. 2
. . fiv)  fodentes held dursctly by BICC ple and ©© indicates that the equity capatal 1s a
BICC Cables, Energia y lasted an an Gverseas stock exchm!\gc. ! i
Comunicaciones SA (Note v Spamn 96.8 {vl  3.2% of the cquity capital in BICC Cabies, Energia y Comunicaciones 54 L
BICC CAFCA Ltd-- Zimbabwve 73.8 {"CEC"} it held by the vendor management of CEC and is subject to options fur g
BICC Ceat Cavi Srl italy sale of the shares to HICC ple. v

{vi] Optical Fibres isidealt with on 3 conselidated basis i the Group accounts and,

BICC Celcat, Cabos de Energia e

- f in accordance with the Partnerships and Unlimired Companies {Accountsi ’
Telecomunigagdes, SA** Portugal 50.7 Reguiations 1993, separate accoonts are not published. :
Dubai Cable Company {Pte] Lud UAE 30.0 6.6 iviil Al equity capital father than that of Metal Manofictures Lud! is held by, and the :
Nl el Banrpn i interest shown s that of, Metal Mancfaciares Lud. H
Kaiser KWO Kabel Energic
GmbH & ¢ G . = 1.7 (Wi} The Group's equity holding in Meral Manafactures Lud will reduge to 53.0% on
: rmb R Co ermany 50.0 41. the conversion of 1ts putstanding convernble preference capital
Kaiser KWO Kabel Teickom Conversion is at the option of the holder and any shars not cenverted by B
GmbH & Co Germany 50,0 17.6 31 Marcly 1999 will automatically converr on thar date.
Optical Eibres- (Neze vi) 50.0 {ix]  50.0% of the Group's equ. holding in BIOC Cables Aswa-Pacific Pre Led X
) : is held by Metal Mapiaciaces Lid. The interest shown in BICC Brand:Res Ine '
N and Power Cables Malaysia Sén Bhd is that of BICC Cables Asia-Pacific re Lid :
ahles Corporati ane ¥
BICC C Corpo t_on ix! Thames Power Lid owns 51.0% of the cquitv gapital in Barking Power Lid.
BECC Cables Comporationt USA
BECC Cables Canada Ine Canada . o .
Principal joint ventures and consortia :
Metal Manufactures (Note vii} The Group carries out a number of its larger construction :
g I
Metal Manufacrures Ltd« -+ contracts in joint venture or consortium with other contractors
INote viii} Australia 51.2 50 as to share resources and risk. The principal construction ;
Meral Manufactuzes Intermational projects in progress, which the Group proporticnately :
. Holdings PryLtd . Australia . consolidates, are given below: . . .
Metal Manufactures Sioup interes:
New Zealand Led New Zeasland %,
Qptical Waveguides . . o -
P VER Chek Lap Kok — airport terminal building  20.0 - hong Kong
Australia Pty Led Australia 50.0 - Ribliotecha Alexandrina N 20.0 £
L. . g Alexandring . — Egypt
Vinidex Tubemakers Pty Lid Australia 50.0 1.2 . ayps
Cairo Wastewater Contract 180 -Egyp:
BICC Cables Asia-Pacific (Note ix) Cardiff Bay Barrage 65.C -Wales
RICC Cables Asia-Pacific Pre Ltd Singapore Highland Water projects 18.0/25.8 - Lesotho
RICC Brand-Rex Inc Philippines Jubilee Line, Contract 102 80.0 - London, UK
Power Cables Malaysia Sdn Bhd Malaysia 40.0 1.3 Lantau and airpore railway 500 - Hong keng
North East Cerridor Project 80.0 -USA
BICC Devslopments . .
P Pergau Hydro Electric Project 50.0 - Malaysa

BICC Developments Ltd-
BICC Property Invesiments Lid-
SpitalfAields Holdings Led 33.3 21.6
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Directors’ Responsibilities for the Accounts

The following statement, which should be read in conjunction with the suditors’ report which follows, is made with a view to
distinguishing for sharcholders the respective responsibilities of the directors and of the auditors in relation 1o the financial statements.
The directors are required by the Companies Act 1985 to prepare financial statements for each financial year which give a true and fair
view of the state of affairs of the Company and of the Group as at the end of the financial year and of e profic or doss for the financal yrar.
The directors constder that in preparing the financial statements on pages 32 to 47, the Company has used appropriate accounting
policies, consistently applicd and supported by reasonable and prident judgement and estimates, and that al] aveounting standards which
they consider to be applicable have heen followed.
The directors have responsibility for ensuring that the Company keeps accounting records which disclose with reasonable securacy the
financial position of the Company and which cnable them to ensure that the financial statements comply with the Companies Act 1985,
The directors have general responsibility for taking such steps as are reasonably open to them to safeguard the assets of the Group and
to prevent and detect fraud and other irregularitics.
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Auditers’ Report {
To the members of BICC ple
We have audited the financial statements on pages 32 to 47 which have been prepared under the historical cost cenvention as modified
by the revaluation of certain fixed assets and the accounting policies set out on page 35. We have also exanined the disclosures relating ‘
to the emoluments, share options, Long Term Incentive Plan interests and pension henefits of the directors which form part of the report 1o
shareholders by the Compensation and Appoinusents Committee on pages 29 to 31, :
H
Respective responsibilities of directors and auditors
As described above, the Company’s directors are responsible for the preparation of the financial statements. It is our responsibility to
form an independent opinion, based on our audit, on those statements and to repart our opinion to you. :
Besis of opinion ;
We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board. An audit includes examination, :
on a test basis, of evidunce relevant to the amounts and disclosures in the financial statements. It also includes an assessment of the ;
significant estimates and judgements made by the directors in the preparation of the financial stacements and of whether the accounting H

policies are appropriate to the circumstances of the Company and of the Group, censistently applied and adegaately disclosed.

We planned and performed our andit so as to ebtain all the information and explanations which we considered necessary in order to
provide us with sufficient cvidence to give reasonable assurance that the financial statements are free from material misstatement,
whether caused by fraud or other irregularity or error, In forming our apinion we also evaluatad the overall adeguacy of the presentation
of information in the financial statements,

Opinion B - : T e oo e i e C i o e
In cur opinion the financial statements give a true and fair view of the state of affairs of the Company and of the Group at 31 December
1997 and of the Group’s loss and cash flows for the year then ended and have been properly prepared in accordance with the Companics

Act 1985, i
Arthur Andersen .
Chartered Accountants and Registered Aunditors

London )
3 March 1998
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Report by the Auditors to BICC plc on Corporate Governance Matters

I addition to our audit of the financial statements, we have reviewed the direcions’ statenzents on page 26 concerning the Company’s
compliance with the pasagraphs of the Cadbury Code of Rest Practice specified for our review hy the London Stock Exchange and their
adoption of the going concern basts in preparing the financial stzrements. The nbjective of our review 15 W draw attention Lo pon-
vomplianee with Listing Rules 12.430f) and 12.43(v},

We carried out our review inaccordance with guidancs issued by the Auditing Practices Board. That guidance does not reguice us to
peiform the additional work necessary to, and we do not, express any apinien on the effectiveness of cither the Company’s system of
internal financial control or its corporate governance procedures nor o the ability of the Company to continue in operational existence.

Cpinion

With respect to the directors’ statement on internat financial control on pages 26 and 27 and going concern un page 1), in our opinion the
directors have provided the disclosures required by the Listing Rules referred to above and such statements are not inconsistent with the
information of which we are aware from our audic work on the Anancial statements.

Bascd on enquiry of certain directars and officers of the Company and examination of relevant documents, in our opinion the
directors’ statements on page 26 apprepsiately reflect the Company’s compliance with the other aspects of the Code specified for our
revicw by Listing Rule 12.43(j).

Arthur Andersen
Chartered Accountants
London

3 March 1993

Group Five-year Summary

1997 1996 1955 1994 1992
£ fm Cen £m fm
Profits
Turnover {including share of associates) 4,478 © 4,668 4,362 3,973 3.918
Operating profit ~ before exceptional items 136 164 150 178 144
Excepticonal items [140) B85} {176} 3 -
{Loss)/profit before interest (4} 99 {26) 181 144
Net interest payable {28} {35) {41} (50} 472}
{Loss}/profit before tax {30) 64 {67} 131 102
Capital employed
Sharcholders’ funds 383 498 425 542 341
Minority interests 294 108 108 167 110
Convertible capital bonds - 2 - - 17
Net borrawings and minerity redeemable capital 180 80 305 289 13¢G
637 636 838 948 318
Cash flow
--Cash (cutflow)finHow before acquisitions and disposals -
of businesses {96) 10 (3} {130) 27
Statistics
Adjusted earnings per ordinary share” 10.1p 13.0p 9.4p 18.2p 15,10
{Loss)/earnings per ordinary share {19.5)p {3.2p (36.3)p 19.2p 15.1p
Dividends per ordinary share ’ 8.00p 1241p 12.22p 14.28c 15.82p
Operating profit before exceptional items: turnover 3.0% 3.5% 3.4% 4.5% 3 7%
Operating profit before exceptional items: average capital employed 21% 22% 17% 20% 17%
Gearing - net barrowings and minority redeemable capital/shareholders’,
bondholders” and minority shareholders’ funds 39% 13% 57% 48% 30%

* Adjusted eamnings per otdinary share before exceptional items have been disclosed to give a clearer understanding of the Group’s undettying trading
performance.
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Shareholder Information

Analysis of ordinary shareholders

Classification of size of shareholding

it 31 December 1997

bt 1,000
1,001 o 10,000

10,001 to 50,000
50,001 to 100,600
100,001 to 200,000

Over 200,000

Murrhet of Mulliony, of
shatshaldera shares

Total o Tolal e
13,597 58.4 6.2 1.5
8.915 38.3 201 4.8
368 1.6 8.2 1.9

99 0.4 7.4 1.8
99 0.4 4.8 3.5
199 0.8 363.0 86.5

23,277 1000 4187 1000

Classitication by shareholder type

at 31 December 1997

Individuals

19,935 856 242 5.8

Banks and nominees comparies 2,745 11.8 3803 90.6

Insurapce companies

Pension funds

Investment companies
Qther shareholders

17 0.7 4.7 1.1

12 0.1 21 ¢.8
74 0.3 0.9 0.2
434 2.3 8.5 1.5

22,277 100.0 4197 1000

Number of sharcholders at 31 December 1996: 25,661

Financial calendar

1998

29 April

1 July

[ July*

12 August”

1999

I January
4 January®

> Provisienal dates

Annual General Meeting

Preference dividend payable

Final 1997 ordinary dividend payable
Announcement of 1998 half year results

Preference dividend payable
Interim 1998 ordinary dividend payable

Personal Equity Plans {PEPs)

The BICC General PEY and the BICC Single Company PEP

are open to existing and prospective sharcholders in BICC ple.
Further information concermung the BICC PEPs is available fram
Halifax Investment Services Limited, Trinity Road, Halifax HX1
2RG. Telephone: 0800 371759, Halifax Investment Services
Limited {FHSL) is approved as a plan manager by the Injand
Revenue and is regulated by the Investment Management
Regulatory Organisation (IMRO). HISL is a member of the
Halifax Group.

Share dealing service

The Company has established an execution only postal share
dealing service, through Cazenove & Co, for private investors
who wish to buy or sell BICC ple’s shares. Furdher details can
be obtained from:

The BICC Group Share Dealing Service
Cozenove & Co

12 Tokenhouse Yard

London EC2R 7AN

Telephone: 0171 606 1768

Dividend mandates
If you wish dividends tu be paid directly into a bank or building
society account you should contact the Registrars for 2 dividend
mandate form.

Dividends paid in this way will be paid through the Bankers
Automatred Clearing System (BACTS).

Share price

For capital gains tax purposcs the market value on 31 March 1982
of BICC plc's ordinary shares of 50p each was 327.3p per share.
This has been adjusted for the 1-for-5 rights issuc in June 1992 and
the 2-for.11 rights issuc in Septernber 1996,
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